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Responsible Business Conduct 

RCA Revealed Comparative Advantage 
R&D Research and Development 
RAAM Reunión de Altas Autoridades de la Mujer 
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RoW Rest of World 
RTA Regional Trade Agreements 
SADC South Africa Development Community 
SDT Special Differential Treatment 
SIA Sustainability Impact Assessment 
SENAF 
SENASA 

National Secretariat of Childhood, Adolescence, and Family 
Servicio Nacional de Sanidad 

SITC Standard International Trade Classification 
SME Small Medium Enterprise 
SPS Sanitary & Phytosanitary 
STRI Service Trade Restrictiveness Index 
TBTs Technical Barriers to Trade 
TEU Treaty on European Union 
TiVA Trade in Value Added 
ToR Terms of Reference 
TPP Trans-Pacific Partnership 
TRQ Tariff Rate Quotas 
UNCTAD United Nations Conference on Trade and Development 
UNDRIP Declaration on the Rights of Indigenous Peoples 
UNEP United Nations Environmental Program 
UNESCAP 
UNFCCC 
UNICA 

UN Economic and Social Commission for Asia and the Pacific 
United Nations Framework Convention on Climate Change 
United Nations Academic Impact 

UNIDO United Nations Industrial Development Organization 
UN UPR UN Universal Periodic Review 
URY 
USPTO 

Uruguay 
United States Patent and Trademark Office 

VAT Value Added Tax 
WDI World Development Index 
WIOD World Input-Output Database 
WTO World Trade Organization 
WTO MC World Trade Organization Ministerial Conference 
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Executive Summary 

The Interim Report for the EU‐Mercosur Association Agreement (AA) Sustainability Impact 
Assessment (SIA) builds on the Inception Report of the study and provides the core 
findings of the study. The report presents the quantitative and qualitative results of the 
economic analysis, environmental, social, and human rights (HR) analyses. For each 
component of analysis, the interim report links the initial qualitative analysis undertaken 
at the inception phase with the results of the CGE modelling. The Interim Report also 
outlines the key findings for the selected sectors, where for each sectoral chapter we report 
on the economic baseline and economic impact of an agreement, the social, environmental 
and human rights impacts, as well as the impact on consumers, small and medium 
enterprises (SMEs), least developed countries (LDCs) and EU’s outermost regions (OMRs). 
The Interim Report will be followed by a Final Report, which will include recommendations 
to maximise the benefits of the agreement while preventing or minimising potential 
negative impacts, summary and analysis of the stakeholder consultation, as well as 
feedback from stakeholders at the latest round of the Civil Society Dialogue (CSD).  
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1.  Introduction 

1.1. Research Aims and Objectives 

The SIA includes an examination of how the anticipated trade component of the association 
agreement might impact on economic, social, human rights and environmental issues or 
have any other possible unintended consequences in the EU and Mercosur. This is also 
examined in relation to other relevant countries such as developing and least developed 
countries and thereby lay the basis for designing flanking and mitigating measures.  

Overall, the SIA consists of two complementary components, notably: 

(i) Robust analysis of the economic, social, human rights and environmental 
impacts, that the association agreement under negotiation could have, in the 
EU, in the partner countries and in other relevant countries; and. 

(ii) Wide consultation process involving stakeholders both in the EU and in the 
partner countries, which provides opportunities for information-gathering and 
dissemination results.  

The analysis starts with a screening and scoping exercise, and is then followed by overall 
and sectoral impact analyses which lead to conclusions and recommendations.  

The SIA comprises the following elements:  

1. Overall analysis of the sustainability impacts arising from the negotiations. While a 
number of key sustainability issues to be analysed in the SIA are cross-cutting and are 
mainstreamed in the analysis, the identified impacts on SMEs, consumers, LDCs, and 
OMRs are summarised in specific sub-sections;  

1.1. Economic analysis: impact of removing tariff and non-tariff measures (NTMs) and 
wider economic impact of the possible effects of the AA;  

1.2. Social analysis: analysis of the social impact, direct and indirect, of the potential 
agreement; analysis of the impact of trade opening on employment, working 
conditions, and distributional impacts, as well as interaction between the 
envisaged agreement and effective implementation of international conventions 
inter alia Core Labour Standards (CLS) and fundamental Conventions of the 
International Labour Organisation (ILO);  

1.3. Environmental analysis: detailed analysis of potential environmental impacts, both 
direct and indirect, of the potential agreement; analysis of the impact of trade 
opening on the environment by identifying scale, technology, and product effects, 
as well as the potential interaction between the future AA and multilateral 
environmental agreements;  

1.4. Human rights analysis: detailed analysis of potential impacts of the future AA on 
HR; analysis of the impact particular measures in the agreement under 
negotiations and their potential impact on the enjoyment of human rights; access 
the impact on vulnerable groups and on gender equality.  
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2. Detailed analysis of the specific sectors identified in the inception report; 

3. Consultation process: the qualitative and quantitative analysis is complemented by 
detailed input from stakeholders through the consultation process. 

4. Policy recommendations and accompanying measures.  

The scope of the project focuses on the Mercosur-4 (Argentina (ARG), Brazil (BRA), 
Paraguay (PRY), and Uruguay (URY)). Our analysis uses all relevant data encompassing 
the period from 2009, when the last SIA was conducted, to the start of the project 
(September 2017).  

1.2. Background  

Since the launch of the negotiations in 1999, Mercosur and the EU have been trying to 
negotiate a free trade agreement (FTA) that liberalises trade between both partners. In 
2015 for Mercosur, the EU represented nearly 17% of its exports and 19% of its imports.1 
On the other hand, Mercosur received 2.6% of EU exports and generated 2.7% of the 
imports. However, this trade is performed primarily under the Most-favoured-nation (MFN) 
basis where average tariffs applied by Mercosur are 13% and by the EU – 6%.2 There are 
also significant tariffs peaks in both schedules. Moreover, in addition to the tariff barriers, 
there are numerous and high non-tariff barriers (NTBs) affecting trade. Multiple 
regulations exist that affect the trade in services in all provision modes, specially related 
to the movement of natural persons as well as Foreign Direct Investment (FDI).  

Having been launched in 1999, the process was suspended in 2004 with negotiation rounds 
resuming between 2010 and 2012. The process was relaunched again with the exchange 
of offers of May 2016, the first such exchange since 2004, followed by six further 
negotiation rounds. In December 2017, the two sides exchanged revised market access 
offers.  

Concluding an agreement will require reaching agreement on the full range of issues, 
including finding the right balance between offensive and defensive market access 
interests on both sides. In agriculture, Mercosur is expecting improved access for 
competitive agriculture sectors where the EU remains defensive. It should be noted, 
however, that in this area there are also offensive interests on the EU side associated with 
inter alia beverages, processed agricultural products and the protection of EU geographical 
indications, where given the European influence in the region, there are certain conflicts 
with products from, for example, Spain and Italy. These issues are addressed both in the 
overall economic analysis of the AA and in the analysis of specific sectors.  

On the industrial side, some sectors where the EU industry is competitive are considered 
defensive by Mercosur countries. The Mercosur manufacturing sector remains heavily 
protected across the board using tariffs as well as administrative measures to slow down 
the flow of imports. The car manufacturing sectors in Argentina and Brazil are seen as key 
in their economic transformation strategies. In fact, the sector is not liberalised within 
Mercosur and there is a Common Automobile Policy that regulates the trade within the 

                                    
1 UN Comtrade database.  
2 Non-ad valorem duties excluded.  
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bloc and protect it from foreign competition (Brambilla, 2005; Garriz and Panigo, 2015). 
However, there is also an important value chain activity involving SMEs and large firms in 
both countries as well as European firms (i.e. a significant share of the car manufactures 
are of European origin). Thus, Mercosur will be on the one hand vigilant as to how the 
agreement may affect this sector while also alive to the opportunities that may arise to 
integrate further into European value chains. Issues pertaining to the sector of car and car 
parts is dealt in a separate section of our report. The machinery sector, which also figures 
prominently in the EU's exports, is also addressed in a separate section. There are other 
sectors (e.g. pharmaceuticals or chemicals) where intellectual property rights play an 
important role alongside market access.  

There is no common services policy in Mercosur, as levels of protection differ between 
members, beyond some liberalisation existent within the bloc (Quijano, 2009). However, 
there are barriers, which hinder the provision of foreign services in key sectors (e.g. 
financial, communications, transportation, etc.) in almost every relevant provision mode. 
The regulatory frameworks in some sectors tend to be burdensome, affecting the provision 
and the investments regardless of the origin (Rozemberg and Gayá, 2015; Gayá, 2017). 
The existing arrangements within Mercosur and possible scope for cooperation with the 
EU in the area of business services are reviewed in the final sections of this report.  

For the EU, the AA presents the opportunity to secure and increase trade and investment 
with a region with important cultural and economic links. For Mercosur, an agreement with 
the EU will help to address the relative loss of market access that Mercosur faces (i.e. 
Mercosur’s competitors gaining better market access through FTAs with the EU) as well as 
the chronic trade diversion, affecting productivity, competitiveness and poverty in 
Mercosur countries due to intra-Mercosur protection (Chang and Winters, 1999; Bohara et 
al, 2004). 

To the extent relevant, the current SIA draws on the 2009 EU-Mercosur Sustainability 
Impact Assessment (SIA) which assessed the impact of the agreement on the respective 
economies as well as social and environmental impacts. However, the analysis underlying 
the previous SIA in many respects does not hold in today's context. Compared to the 
current study, the previous SIA did not account for many of the latest development in 
Mercosur trade flows. For example, the study still represented the EU as receiving nearly 
25% of Mercosur exports. Although China already represented 8.5% of the exports and 
13% of the imports, the study did not consider that by 2015, China would have matched 
the share of the EU in the trade with Mercosur. This has brought important implications 
for Mercosur trade, making it more dependent on commodities such as soybeans and iron 
ores and increasing trade diversion within the bloc.  

At the time of completion of the 2009 SIA, the four Mercosur members were Generalized 
System of Preferences (GSP) beneficiaries. This implied a more benevolent default market 
access in the absence of an agreement with the EU as they were already receiving duty-
free or reduced tariffs in almost 90% of the tariff lines. In this context, the current study 
differs from the existing SIA not only in using most recent data available, but also in 
addressing important dimensions associated with the trade in value added that exists 
between the EU and Mercosur. We, therefore, also look at the ways in which trade interacts 
with value chains and intermediate goods and services are used in the production 
processes.  
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Furthermore, this study prioritises a human rights analysis, an area which was not 
considered in the 2009 SIA. In line with the terms of reference and existing guidelines on 
gender mainstreaming,3 the team will identify particular measures foreseen in the 
agreement which may enhance or impair women’s rights or affect gender equality. This is 
particularly important in light of other studies, which assess the impacts of the potential 
agreement on rural livelihoods and women as well as other disadvantaged or vulnerable 
groups (Hinojosa, 2009; Hoffmann, 2014; Jelin, 1993).  

2. Methodology & Tools  

This section provides a description of how the LSE Consulting team reaches the specific 
objectives of the SIA; an overview of analytical methods to address the tasks and 
structuring of the work. The analysis provides the potential economic, human rights, social 
and environmental effects of the trade-related parts of the anticipated association 
agreement between the EU and Mercosur. The study also covers relevant third countries, 
in particular LDCs, as well as Turkey which is linked to the EU by a customs union 
agreement. Each of the sections on economic, sectoral, social, environmental, and human 
rights analysis outlines the methodology and tools used. Below we expand on our approach 
to the quantitative analysis to be incorporated across all areas, noting its limitations to 
account for all deep integration elements (e.g. government procurement). Moreover, we 
highlight how the different methodological tools link to the aims of the analysis and the 
components of the work. 

2.1. CGE Modelling  

CGE analysis allows us to assess the economy-wide effects in the EU, Mercosur and other 
relevant partners (e.g. LDCs) of the tariff reductions and some deep integration elements. 
For example, it is possible to assess the effect of some trade costs reductions associated 
with trade facilitation provision included in the agreement and/or harmonization of 
standards. In addition, the CGE enables us to view - although with limitations - the effects 
of the agreement on services. Additionally, potential impacts on the services sector will be 
demonstrated through descriptive statistical analysis. CGE helps to assess the FTA’s effect 
on the domestic economies. In addition to trade effects, CGE allows us to quantify the 
effects on production, consumption, consumer prices and income. The results from the 
CGE analysis feed into the social, environmental, human rights, and sectoral analysis, as 
well as cross-cutting issues (LDCs, SMEs and consumers).  

2.1.1. CGE Baseline Development  

Table 1 and Table 2 show the sectoral and regional aggregations we employ in this model, 
starting from the 57 sectors and 140 regions in Global Trade Analysis Project (GTAP) 9 
Data Base. 

Table 1. Sectors to be included  

                                    
3 Directorate-General for Employment, Social Affairs and Equal Opportunities, 2008. Manual for gender 
Mainstreaming employment, social inclusion and social protection policies 
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Sector 
 

Sector name Notes (GTAP sectors) 
1 Cereals  2, 3 
2 Rice 1, 23 
3 Vegetables, fruits, nuts 4 
4 Oil seeds, vegetable oils & fats 5, 21 
5 Sugar 6, 24 
6 Plant & animal fibres and other crops 7, 8, 12, 14 
7 Bovine and other ruminant meats 9, 19 
8 Other meats (poultry, pig)  20 
9 Other animal products 10 
10 Beverages and tobacco 26 
11 Dairy products 11, 22 
12 Wood and paper products 13, 30. 31 
13 Coal 15 
14 Oil 16 
15 Gas 17, 44 
16 Minerals 18 
17 Other food products 25 
18 Textile, apparel, leather 27, 28, 29 
19 Chemicals, rubber, plastic 33 
20 Petroleum, coal products 32 
21 Metal products  35, 36, 37 
22 Non-metallic minerals 34 
23 Motor vehicles & transport  equipment 38, 39 
24 Machinery  41 
25 Electronic equipment and other manufacture 40, 42 
26 Electricity 43 
27 Utility (construction, water) 46, 45 
28 Transport 48, 49, 50 
29 Communication and business service 51, 54,  
30 Financial service and insurance 52, 53 
31 Recreational and other services 55, 56, 57, 47 

Source: GTAP 9 Data Base. 

Table 2. Regions 
 

Region  Observations 
1 EU28  
2 Turkey  
3 Brazil  
4 Argentina  
5 Uruguay  
6 Paraguay  
7 Mexico   
8 Central America  
9 Andean Colombia, Peru, Ecuador 
10 Latin America Except for countries mentioned elsewhere 
11 USA  
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12 Other high income countries Canada, Japan, Korea, Australia, New 
  13 LDCs  

14 China (and Hong Kong)  
15 Other developing countries  
16 Rest of the World (RoW)  

Source: GTAP 9 Data Base. 

The baseline scenario constitutes the situation without an agreement and provides a 
counterfactual scenario to evaluate the effects of the agreement. The baseline outlines the 
main policies (economic, social and environmental) expected in both the EU and Mercosur 
until the year 2032 without the implementation of the EU-Mercosur FTA. With respect to 
the main policy elements of the baseline scenario, it is difficult to determine whether many 
of the initiatives currently discussed will be implemented or not. Thus the baseline includes 
all agreements concluded by the EU and Mercosur at the time of the inception of this 
project (September 2017). The baseline considers FTAs that are currently in force and 
those for which negotiations are finalised for the EU and Mercosur respectively. The GTAP 
model already includes FTAs up to 2011. Therefore only the FTAs not included in the GTAP 
model need to be added separately. We exclude agreements with countries whose share 
in EU overall trade or Mercosur overall trade is below 1% (except for those with Latin 
American countries) or which cannot for technical reasons be included in the agreed 
regional aggregation. These criteria result in the following list of agreements to be added:  

For Mercosur: 

• No FTAs concluded in the relevant period and therefore we do not make any 
changes herein. 

For the EU: 

• Several agreements have been in force since the recent past. FTA with Canada 
(CETA), Korea, SADC EPA, West Africa EPA, Central America, Colombia, Peru, and 
Ecuador, which have already been dealt with by other SIAs and studies.  

The GTAP Data Base is based on 2011 data and therefore omits many recent policy 
developments. To avoid shortcomings arising from such omissions, we make the following 
broad changes to the data set: 

• Corrections on tariffs for sugar and beef to ensure that the baseline accurately 
reflects the various different tariff regimes (e.g. WTO quotas) under which these 
products enter the EU; 

• Export subsidies from EU are removed, since they are erroneously included in GTAP 
9 Data Base. 

We employ a macroeconomic baseline comprising Gross Domestic Product (GDP), unskilled 
labour, skilled labour and population developed by the modelling team at DG Trade of the 
EU. We make further adjustments within the baseline, for the following: 

• Introduction of FTAs signed by EU after 2011 and already in force; 
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• Taking into account the NAMA custom Union with Turkey; 

• Russian import ban and consequences. 

We employ the dynamic version of the GTAP Model, which is known as GDyn Model. In 
this model, there are some occasional behavioural issues; for example, certain trends in 
China and Brazil over the baseline horizon, particularly in agriculture and livestock sectors. 
We make necessary adjustments to account for these issues.  

2.2. Policy Scenario 

We apply specific assumptions in terms of tariff and NTB reductions in the policy scenario. 
Full liberalisation for all industrial goods sectors on the EU side is assumed for both the 
conservative and ambitious scenario. For Mercosur, we assume full liberalisation of 90% 
of industrial goods in the conservative scenario, 100% in the ambitious scenario. As 
regards agricultural goods, for the EU, partial tariff cuts will apply for rice, sugar, ruminant 
meat, other meat of 15% in the conservative scenario and 30% in the ambitious scenario. 
For cereals and dairy, a partial tariff cut of 15% will apply in the conservative scenario, 
whereas 100% cuts will apply in the ambitious scenario. For the remaining products, 100% 
tariff cuts would apply. For Mercosur, full liberalisation for 80% of tariff lines takes place 
under the conservative scenario and 100% under the ambitious scenario.  

The scenarios also take into account trade cost reductions to non-tariff barriers to goods 
and services trade. For NTBs, we use the variable ‘ams’ in GTAP Data Base, which captures 
import-augmented technological change. The base NTBs for non-agricultural goods is 
based on existing estimates by the World Bank. The NTB values available are at 
Harmonized System at 6 Digits (HS6) level. The following will be assumed: 

• EU: No NTB reduction assumed at this stage;  

• Mercosur:  

o Conservative: 5% of impact of non-agricultural NTBs eliminated;  

o Ambitious: 10% of impact of non-agricultural NTBs eliminated.  

This study does not model NTB cuts in agriculture. The reason is that given the lack of 
robust AVE estimates on agricultural trade to and from the EU, the available AVE estimates 
greatly exaggerate the perceived NTBs imposed within the EU in relation to the  
agricultural sector and would result in strongly (and artificially) negative results. Instead, 
we carry out a qualitative analysis of agricultural NTBs in the SIA. 

Table 3. NTB cuts in EU and Mercosur 

Sectors / NTB cuts Conservative Ambitious 

EU Mercosur EU Mercosur 
Agriculture 0% 0% 0% 0% 

Non-agriculture 0% 5% 0% 10% 

Source: Terms of Reference.  
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Regarding services barriers, the starting point for the approach used in this SIA is the 
observation that FTA negotiations usually lead to binding of the existing level of 
liberalisation in services trade (for the cases where this level is higher than the GATS 
commitments) as opposed to achieving new market access. However the insurance policy 
effect of binding current levels of liberalisation has in itself a positive effect on services 
trade. The methodology applied for this and other simulations aims to translate this 
insurance effect into a liberalisation parameter for CGE modelling. The proposed 3% AVE 
cut to be used in the modelling for trade in services is an assumption introduced in an 
earlier study by Decreux and Fontagné (2011). 

2.2.1. Overall trade effects 

The agreement is expected to affect trade within the EU and Mercosur and with third 
partners. This could lead to situations where current efficient suppliers may be displaced 
as a result of the agreement (trade diversion), due to differentials in tariffs and NTMs. To 
evaluate the changes in trade between the EU and Mercosur countries, we use the CGE 
model described above to analyse how the FTA will affect the trade with third countries 
and overall welfare. We give special attention to how the trade from LDCs will be affected. 
Moreover, we evaluate whether the agreement creates or diverts trade away from efficient 
suppliers. This can be calculated by assessing the comparative advantage (i.e. calculating 
the Revealed Comparative Advantage indicator) on the exports from Mercosur and the EU.  

The FTA is expected to have effects beyond those directly related to trade (described 
above). The FTA will have an immediate fiscal effect associated with the loss of tariff 
revenue from the bilateral trade between the partners. However, it could be offset by 
increases in revenue from other sources (i.e. VAT). We use CGE to assess the associated 
effects. The model allows us to assume “tax replacement scenarios”. Moreover, the results 
are qualified by considering tax and tariff exceptions that may apply. In addition, the 
agreement is expected to generate effects on prices. Depending on whether trade creation 
dominates or not, the change in tariffs may be translated into the domestic prices. This 
can be assessed first, by looking into comparative advantage indicators and second, it can 
be quantified using the CGE analysis. Therefore, it is possible to assess how domestic 
prices in each of the countries involved will be affected. In this aspect, the closure chosen 
for the CGE model will be extremely important. We analyse production, consumption and 
investment behaviour using the results of the CGE model. However, the results are 
qualified to assess the likelihood of such outcomes.  

2.3. Quantification of Non-Tariff Barriers 

NTBs include all measures that restrict trade, other than tariff-based measures. Most of 
the NTBs are not defined quantitatively, and hence modelling policy scenarios is 
challenging on two counts; firstly, data on NTBs are difficult to construct, since it is difficult 
to understand the quantitative extent of restrictions on trade by NTBs in comparison to 
tariffs. Secondly, it is difficult to model their reduction or removal, even after somehow 
estimating the data. In the literature review below, we briefly discuss two strands of 
literature focusing on these aspects.  
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Literature review 

The standard practice in terms of estimating NTBs is to employ gravity models and to 
attribute the residual of effects of all variables on bilateral trade to the tariff equivalents 
of NTBs. Kee, Nicita and Olerroga (2009) provide a widely used gravity model 
implementation for estimating NTBs’ Ad Valorem Equivalents of tariffs (AVEs). These 
authors employ 2001-03 bilateral trade data at the HS6 level and regress it against several 
variables including tariff, GDP, population, core NTBs and agricultural domestic support 
data. They derive the AVEs by multiplying their own fresh import demand elasticity 
estimates with the coefficient on core NTBs. The estimates from this paper have been used 
in several other prominent studies such as the one on TPP by Petri and Plummer (2016).  
Hummels and Schaur (2013) estimate the time-related costs of trade by pursuing such a 
detailed gravity model, along with variables that capture time taken for transportation of 
exports from one country to another.  

In terms of modelling, there are several possible approaches; first, Francois et al (2010) 
and several other prominent studies employ an import-augmenting technological change 
variable to absorb the shock of NTB reduction. The reason why such a variable is required 
is that tariffs have revenue implications, which is usually not the case with NTBs. Some of 
the more recent studies such as Petri and Plummer (2016) also attempt to identify the 
source and destination of rents associated with NTBs, to capture the partial revenue 
implication of a cut in NTBs. A second broad approach is to come up with tailored 
regressions focusing on specific types of NTBs; Boza and Fernandes (2016) and Narayanan 
and Pandey (2017) show such examples in the context of SPS measures. A third method 
involves direct modelling within the CGE model (e.g. Narayanan et al 2016) that treats 
generic standards such as labour and environmental standards as resulting in increase in 
labour and capital costs, respectively, for example. 

2.4. Qualitative Analysis  

Some of the dimensions of the analysis are hard to quantify and require other 
methodologies. Moreover, even when it may be possible to assess their impact through 
quantitative methods, it is necessary to qualify the results in order to assess their 
likelihood. For example, data from CGE models may not reflect very recent policy or 
economic developments. We carry out qualitative analysis using the following resources: 

Literature review and case studies 

Each of the components of the analysis (i.e. economic, social, environmental, and HR) 
includes a literature review. This review explores the ex-ante and ex-post analysis of 
similar trade agreements as case studies. This includes the negotiating countries and/or 
countries that present similar or relevant features.  

Consultation with experts 

We exploit the networks of contacts of the researchers and the institutions involved, 
particularly those located in Mercosur, to undertake interviews about specific issues that 
may be hard to quantify or that may require qualification. For example, countries may 
present non-reported restrictions to trade that need to be identified and be described by 
the local experts. In particular, the experts are useful in addressing the following issues:  
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• NTBs such as non-automatic licenses, SPS measures, and technical barriers to 
trade.  

• Barriers to services provision. For example, market reservation and restricted 
modes of provision. 

• Restrictions on the provision of services under mode 3 (commercial presences) and 
other restrictions on FDI. 

• Restrictions on foreign companies bidding in government procurement procedures. 

• Regulations on intellectual property rights such as patent protection and about the 
enforcement of these rights. 

• Geographic indications and origin denominations  

We also use expert input to evaluate some potential non-quantifying aspects that can 
substantially affect the results of the agreement. In particular, we evaluate: 

• The operation of the Mercosur customs union. Although applying a common 
external tariff (CET), Mercosur is not yet a fully operational customs union. 
Members have the capacity of changing unilaterally tariffs. Moreover, there are 
sectors where the FTA component (i.e. trade within Mercosur) is not liberalised.  

• The existing Common Automobile Policy in the Mercosur and its reform. This may 
have important implications for how the FTA with the EU may affect the automobile 
sector. 

• The non-automatic licenses regime in Argentina. Although this regime has been 
simplified, several products are affected by this measure.  

2.5. Cross-Cutting Issues 

This study observes several overarching themes that have been highlighted as key 
sustainability issues, namely, impacts on least developed countries, small and medium 
enterprises, consumers, and impact on the outermost regions (ORs). Considering that they 
are relevant across all areas of this SIA, the impacts on these key subjects are streamlined 
throughout the study by paying particular attention to them in each of the analyses, 
specifically, the economic, environmental, social, and HR analyses. These areas have 
likewise been carefully considered in devising the stakeholder consultation plan to ensure 
their inclusion. 

2.5.1.  Small and Medium Enterprises (SMEs)  

SMEs are major employers in both partners. Even in sectors such as car manufacturing, 
both the EU and Mercosur are populated by many SMEs as the main manufactures. 
Moreover, given the integration of the sector into value chains, they export as well. On 
the other hand, although Mercosur agricultural production and exports tend to be 
dominated by large farms, there are a large number of small and medium farmers that 
may be affected by the agreement. The presence of SMEs on the EU side is even more 
substantial. Some of them are important exporters that face serious barriers to export to 
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Mercosur given their high tariffs and NTBs. In addition, small farmers are important to the 
EU agricultural sector.  

The data present some challenges. Surveys of firms and farms are, in the case of Mercosur, 
not easily available and present issues with their consistency among members. However, 
there is important information about the number of firms by sector, size and country that 
can be used in the analysis. For example, from the results of the CGE it is possible to 
identify sectors where trade and production will expand or contract, and assess whether 
those sectors are characterised by a large number of SMEs. If more detailed information 
about trade flows of SMEs to the participant countries is found, this number is refined to 
obtain a more precise number of potential firms or farms affected. The impact on SMEs is 
also assessed through the development of a questionnaire, specifically targeted to SMEs, 
further to the example set by SME Tests developed in the context of other negotiations.4    

2.5.2.  Consumer Impacts 

FTAs can have important effects on consumers in terms of price, quality and quantity. The 
removal of barriers to trade reduces the price of imported goods, especially when tariffs 
are high. It also increases prices of exported goods in the short run as domestic supply is 
used to supply the expanded opportunities in the destination market. At the same time, 
the EU-Mercosur FTA could increase the availability and variety of goods in both partners. 
In addition of the increase in the existing imports there may be additional products 
imported that increase the supply of varieties in both partners. Overall, this maximizes 
the utility that consumers derive from the consumption of goods in virtue of the preference 
for variety that consumers present.  

In addition, consumers derive utility based on the quality of the products. This includes 
direct elements such as the safety as well as indirect elements such as the ethical 
considerations in production including animal welfare or the labour conditions in the 
production. Products that address these issues, present among European consumers and 
increasingly in consumers in Mercosur, are considered as higher quality and of higher 
value. Moreover, geographic indicators and denominations of origin define particular 
characteristics to the product. The quantitative elements (price, quantity) can be assessed 
using consumer welfare analysis. Other non-measurable effects can be assessed by 
looking into concepts such as consumer detriment and the analysis of the consumer 
conditions. In the first case, the effect of an agreement can be assessed by looking at the 
loss of consumer welfare generated by the market and regulatory failure or trade barriers. 
Their removal indicate the benefit for the consumer.  

The European Consumer Agenda suggests a sequence of questions to answer with respect 
to consumer effects. Although inspired by an analysis of the EU Single Market, the 
framework can be adapted to accommodate the EU-Mercosur Agreement. For example, 
although cross-border trade is limited (e.g. France and Brazil share a land border), there 
are possibilities of business-to-consumer transactions between Mercosur and EU’s firms 
and citizens that need to be evaluated. Other questions such as the effects on prices, 
quantity, availability as well as the safety of consumer products and services can be 
considered using this framework. Additional input to the cross-cutting consumer analysis 

                                    
4 See EC, 2015c.  
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is provided through the stakeholder consultation process. We structure the assessment on 
consumers based on the set of test questions, which feature in the Better Regulation 
Guidelines and Toolbox.  

2.5.3.  Least Developed Countries 

None of the Mercosur members are LDCs. The diversified trade existing between the EU 
and Mercosur suggests the possibility that some LDCs, currently receiving preferences 
under the Everything But Arms (EBA) initiative may be affected. In particular, the 
increased market access that the Mercosur countries will receive as a result of the FTA 
may reduce the value of the preferences received. Our assessment of the impact examines 
the degree of similarity of exports to the EU between each Mercosur member and each 
LDC. This can be performed by the calculation of the Finger-Kreinin index at much 
disaggregated levels (i.e. Common Nomenclature at 8 digits or Harmonised System at 6 
digits). This will indicate the potential negative effect for LDCs, also compared against the 
existing EU MFN tariffs in order to assess more properly the magnitude of the impact. In 
addition, as both partners will get increased access to each other’s markets, there will be 
more opportunities for LDCs through their current integration into value chains. We 
perform this analysis by looking into the results of CGE models that can assess the effects 
on LDCs of the agreement between both partners.  

2.5.4.  Impact on EU outermost regions (OMRs) 

It is important that the Mercosur SIA assesses the possible impact of this agreement on 
the economies of the EU's outermost regions. This entails a qualitative approach, setting 
out the structure of production and assessing this in view of the overall impact on certain 
products (notably sugar chain & fruits). The team has collected different views during the 
stakeholder consultation and will include observations in the final report.  

2.6. Proposals for policy recommendations and accompanying 
measures 

In the final report, we will propose policy recommendations, or flanking measures, to 
promote sustainability and to prevent or try to mitigate negative impacts of the potential 
agreement and the generated trade opening. The recommendations will be derived from 
the analyses of the different potential economic, social, environmental, and human rights 
impacts identified in the SIA and also draw on relevant recommendations put forward by 
stakeholders during the consultations, which will be summarised in the last report. Suitable 
and practical policy recommendations will be prepared jointly by the team, so that they 
cut across the different analyses and take all aspects into consideration. We will also 
consider experts’ comments and the feasibility of their suggestions.  

3. Economic Analysis 

This chapter provides the results for the CGE analysis of the trade aspects of the 
Association Agreement between the European Union and Mercosur. The chapter first 
provides a review of the existing literature on EU-Mercosur trade relations as well as EU 
relations with other Latin American countries, providing contextual analysis. The CGE 
results feed in all other chapters of the report.  
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3.1. Literature review 

In this literature review we discuss key studies which focus on EU FTAs with either 
Mercosur or other Latin American countries, briefly setting out their broad assumptions 
and results.  

Estrades (2012) examines the EU-Mercosur FTA impact on both economies especially at 
the household level. The study uses the MIRAGE (Multi Sector, Multi region Computable 
General Equilibrium) model to calculate the impact on households after the FTA is 
implemented by looking at the comparable data of Mercosur (especially the low-income 
country Uruguay) and EU using GTAP 7 Data Base by looking at parameters like 
Consumption, Consumer Price Index, Gini Index, Tax etc. The methodology assumes that 
the only easily mobile factor of production is labour in comparison to the immobile natural 
resource and land. It includes 4 Mercosur countries, 30 European countries and 30 sectors. 
It includes one complete EU-Mercosur tariff elimination (2011-2015) scenario, and has 
three more sensitivity scenarios namely sensitive products in both the regions, sensitive 
products in Mercosur and sensitive products in EU; in each of the scenarios, the sensitive 
products were exempt from the liberalisation shocks. For the EU, the sensitive products 
are assumed to be the ones offered by the EU to Mercosur in 2004, while for Mercosur, 
the authors assume the formula given by Jean et al (2010), which defines the sensitive 
products based on initial tariffs, share in aggregate imports and tariff cuts proposed. EU 
sensitive products mostly include food and agricultural commodities. Among the 55 tariff 
lines proposed herein, 44% are meat products, 24% are dairy products and 10% are cereal 
products. For Mercosur, they include motor vehicles and parts, beverages and tobacco 
products and other food products. The paper tries to explain the impact of FTA on a low 
income country like Uruguay with parameters such as poverty, income, consumption, 
transfer benefits, inequalities etc. 

Due to the FTA, income inequality tends to decrease in the Mercosur countries due to 
increase in the demand for unskilled labour and wages while the real income increases 
and poverty tends to decrease. The study, which focusses in detail on Uruguay, assesses 
the impact on various different categories of Uruguayan household. Almost all (over 99%) 
of households in Uruguay tend to benefit from the FTA in comparison to the baseline. The 
FTA affects manufacturing in EU and agriculture in Mercosur countries positively.  

Secondly, we look at the results of the previous SIA of the AA between the EU and Mercosur 
(EC, 2007). The SIA uses CGE and econometric techniques for the trade agreement 
analysis. Database used is GTAP 6.2 and the baseline is taken as the commodity/services 
price across the world. The paper also considers the full trade agreement hence no barrier 
to the trade between the two blocs. The methodology takes into considerations major 
trading commodity/products like grains, vegetables, fruits, chemicals, automobiles, 
pharmaceuticals etc.  

The results from the study, which models full liberalisation without taking account of the 
partial liberalisation treatment that tends to be applied to sensitive agricultural products, 
suggest that the Mercosur countries will benefit by $9 Billion while the EU will benefit by 
$4 Billion. Hence the study shows that given the removal of barriers and the effect of full 
trade liberalisation between the blocs, a sizable amount of the economy can be freed up 
and both the blocs will benefit. The previous SIA finds relative per capita increase in the 
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income, consumption, GDP and decrease in poverty and inequality especially in Mercosur 
countries.  

The follow up position paper assesses the economic impact of FTA to be positive both for 
the EU and for Mercosur countries (EC, 2010). In the EU, the manufacturing and services 
sectors are predicted to benefit most from an FTA. The EU could reap some benefits from 
better market access to Mercosur for some vegetable products via an FTA, as well as from 
a better protection of Geographical Indications. In Mercosur, the economic benefits of an 
FTA are expected to be felt throughout the whole economy and especially in the 
agricultural sector. In the EU the only sector where social impact would be felt is 
agriculture and rural areas where short to medium term social adjustment costs could 
occur during a transition period and could add to the underlying downward trend in 
baseline agricultural sector employment in the EU. For Mercosur, the social impacts are 
expected to be positive over the long term while some adjustment costs on the short term 
could occur in the manufacturing sector.  

The 2007 SIA also suggests that the expansion of agriculture in Mercosur in response to 
full liberalisation could cause social problems to the "traditional agriculture" and result in 
loss of livelihood for indigenous people. The environmental impact of the FTA in EU 
countries are not significant. In Mercosur, the 2007 study finds that full trade liberalisation 
in the agriculture and the forest sector could result in added pressure and potentially 
significant adverse impacts on natural resources, forest coverage and biodiversity. The 
paper recommends developing EU-Mercosur cooperation on the development of measures 
to reduce particulate and CO2 emissions from automobiles focusing particularly on 
technology development. In services sector, the paper recommends to allow for an orderly 
adjustment period in financial, retailing and distribution services sectors. This would bring 
in significant economic benefits to both partners. With regard to investment, the paper 
noted that increased foreign investment could contribute positively to environmental 
quality by introducing improved environmental control technology. The downside was that 
it may put additional pressure on the natural resource stock capital in Mercosur countries. 
The paper agreed that the FTA could result in significant improvement for trade operators 
but did not focus on specific measures in different sectors in the context of EU-Mercosur 
FTA. 

A study which combines both GLOBE CGE Model for economy wide impact and CAPRI Model 
for agricultural impact in the two regions reaches the conclusion that economic losses and 
adjustment pressures are to be expected in certain EU agricultural goods (Burrell et al. 
2011). The scenarios simulated include: EU’s offer to Mercosur in 2004, Mercosur request 
to EU in 2006, Doha agreement 2008, EU’s proposal to Doha context and Mercosur 
proposal to Doha context. The resultant impact shows a small decrease in output in various 
EU agricultural sectors in the less ambitious scenario with a larger impact in the more 
ambitious scenarios. EU gains in manufacturing outweigh the loss in the agricultural sector, 
which leads to total increase in the GDP of the bloc.  

In addition to the studies focusing on EU-Mercosur, there have also been several studies 
on FTAs between EU and other Latin American countries. CEPR (2009) assesses the likely 
economic, social and environmental impacts of a potential multi-party trade agreement 
between the European Union, and its member states, and the Andean countries of 
Colombia, Ecuador, Bolivia and Peru through use of contemporary quantitative and 
qualitative assessment. The authors employed ICE model which is a multi-regional and 
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multi sectoral CGE deriving the economic impacts of the multi-party trade agreement 
between EU and Andean countries. The SIA examines two scenarios: modest and 
ambitious. The modest trade agreement scenario assumes a 90 percent reduction in tariffs 
in the goods sector, a 50 percent liberalisation of trade in services, and measures to 
facilitate trade and lower non-tariff barriers corresponding to 1 percent of the value of 
trade. The ambitious trade agreement scenario implies a 97 percent bilateral tariff 
reduction for trade in goods, a 75 percent liberalisation of trade in services, and trade 
facilitation measures corresponding to 3 percent of the value of trade. The model results 
indicate that all four Andean countries gain in terms of an increase in GDP by 2018. 
However, the change expressed as a percentage of baseline GDP is small, ranging from 
0.7 percent in Peru to 2.1 percent in Bolivia under the ‘ambitious’ liberalisation scenario 
and allowing for an increase in fixed capital formation.  For the EU27 countries, no change 
in GDP results from the trade liberalisation scenarios. Among the Andean countries, the 
increase in real income is expected to be biggest for Colombia, the largest economy 
studied, and smallest for Bolivia. The relative income gain is expected to be biggest for 
Bolivia and Ecuador, where real income is expected to increase between 0.5 percent and 
2 percent of GDP.  

The modelling analysis shows modest income gains for all economies in all settings and 
scenarios, with the biggest absolute gains occurring in the EU and Colombia, where real 
incomes are projected to increase by up to €4 billion and €2,8 billion respectively. In 
relative terms, the expected income gains are estimated to be highest for Bolivia and 
Ecuador, where real income is expected to increase by between 0.5 and 2 percent of GDP. 
The impact in the EU is only marginal, at less than 0.1 percent of GDP. The study found 
that there is no effect in wages for unskilled workers in EU whereas for all Andean countries 
the effects are very small for the short term. The long term changes in unskilled wages 
are also very small with the effects being the highest for Bolivia with a 1.3 percent increase 
in unskilled workers’ wages under the ambitious long term trade agreement scenario. In 
terms of skilled workers minimal effect was estimated with some negative countries having 
a negative impact. 

The employment effect when studied estimated that only Bolivia and Ecuador will be 
involved in inter-sectoral shifts in employment leading to adjustment costs. The changes 
in other Andean countries are small while in EU less than 0.5% of labour is affected. While 
studying the impact on national trade, it found minimal effects on the EU’s global trade 
flows. On the other hand, the Andean countries, experience changes in both export and 
import flows. Colombia’s trade is affected the most, with approximately 6 percent increase 
in both exports and imports in the short run, and around 9 - 10 percent increase taking 
place in the long run. All other Andean countries experience important increases in both 
exports and imports. The global effects of the FTA is observed where national income 
effects for Mercosur, USA and the rest of the world are negative, yet positive for the Lesser 
Developed countries. 

Though the EU and Andean trade agreement is not expected to have any significant effect 
on CO2 emissions, there will be small albeit negative effects on fisheries and forest land 
use due to the liberalisation. The sectoral effects show that the Andean countries 
experience more pronounced changes in the output of some of the sectors. There is a 
significant decline in agricultural products in Ecuador and small increases in the other three 
Andean countries. The vegetables, fruit and nuts subsector is predicted to increase its 
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output significantly in Colombia (11.2 percent) and Ecuador (8.7 percent), contributing a 
significant share of total national value added in both countries. A potential EU-Andean 
trade agreement will have no significant effect on the EU’s trade flows; while for the 
Andean countries, imports and exports are expected to increase by between 3 to 10 
percent. Effect on overall employment and wages for both skilled and unskilled labour are 
predicted to be minor.  

The effect of the FTA on poverty and inequality estimates employment in the large-scale 
formal mining sector to increase but the restrictions on workers’ rights will restrain any 
significant increase in real wages or improvement in working conditions. Similarly, where 
trade contributes to agriculture intensification, positive effects are expected if job 
opportunities are created mainly in new large plantations. However, there could be a 
negative effect if increased trade results in dispossession of land and other natural assets.  
Such an increased economic performance also in principle should bring in higher public 
expenditure on health and education but there is limited impact observed on existing levels 
of education and health due to the EU - Andean trade liberalisation. When EU FDI increases 
in these regions and facilitates infrastructural investments, there is a possibility of the FTA 
leading to further deforestation. On a sectoral level positive effects are found on the 
textiles and leather sectors of Bolivia, Colombia and Peru. Higher output of Colombia’s 
textiles and motor vehicles sectors will also produce positive chain effects on other 
manufacturing sectors composed mainly of SMEs. 

To evaluate the effect of FTAs on services the modelling study estimates NTBs for services 
trade as part of the experiment baseline definition that involves the estimation of a 
bilateral gravity equation for services trade, where country importer fixed effects terms 
are used to estimate potential trade cost reductions linked to service NTBs. The effect is 
found to be negative on the changes in financial services in all countries except Ecuador. 
Related insurance services declines in all countries while the impact of construction 
services are predicted to be positive. The CGE model explicitly involves trade costs, which 
include both trade and transportation services. Here trade facilitation is modelled as a 
reduction in the resources needed to supply a market. The model estimates that trade 
facilitation offers some benefits, though substantially less than those from basic 
liberalisation of goods and services trade. The model results show reduced trading costs 
from standard trade facilitation measures in turn create significant welfare gains. 

Francois et al (2012) documents the economic impact assessment of the final agreement 
between EU and Andean community, as an update of Development Solutions et al (2009); 
namely Columbia and Peru. The CGE model employed is based on the widely used global 
CGE model GTAP (Hertel 1997) with added features from Francois, van Meijl 
and van Tongeren (2005) with a partial equilibrium extension. This framework allows for 
scale economies and imperfect competition. The basic modelling framework included a 
partial equilibrium nested with the GTAP framework outlined by Narayanan et al (2010) to 
cover banana trade. Positive impacts on the GDP of both partner economies (Peru: 0.25 
OR 200MEuros; Columbia: 0.4 % or 500M Euros) and small EU gains (0.05% of GDP). The 
FTAs will lead to EU’s increase in export to Columbia and Peru (63% and 48%; 2.5 and 
2bn Euros respectively) followed by an increase in imports by 11% and 15%; 390mn and 
340mn Euros respectively. Europe’s exports of manufactured goods are expected to 
increase significantly. The CGE calculations project an estimated increase of such exports 
to Columbia to about 115% while EU exports of manufactured goods to Peru is estimated 
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to increase to 72%. With an exception of 6% increase in Peruvian imports from EU trade 
in services is estimated to remain largely unchanged. Columbia and Peru are estimated to 
have a 30% and 20% reduction in tariff revenues respectively. The study used a partial 
equilibrium analysis for the sensitive sector: banana where the impact on the sector in EU 
is estimated to shrink by about 1% while it increases by 0.75% in Columbia and 1.22% in 
Peru. 

European firms will be able to export most agricultural, industrial and fishery products 
duty free to Peru and Colombia. Columbia would be positively affected by deregulation of 
motor vehicle exports to EU as well as a reduction in trade costs on alcoholic beverages 
and tobacco. The agreement also provides for more secure market access for services, 
reductions in non-tariff measures for agricultural and industrial goods, and improved trade 
facilitation measures. The report follows up on the issues highlighted on the SIA report 
2009- focus on wages, employment and labour market adjustment; negligible 
environmental effects; water pollution due to increase in agriculture and mining 
production.  

Finally, Giordano et al. (2007) using CGE concluded that Andean EU FTA would bring in 
moderate decrease in poverty and inequality in both partner countries with rural region 
incomes increasing faster than urban regions. Botero et al. (2004) estimated a 
considerable increase in creation of jobs in Columbia to up to 270000 and indicated better 
growth in skilled wages. This study shows that wages for both skilled and unskilled workers 
increased for all member countries with a negligible increase for EU. Unskilled workers 
experienced a higher wage increase as compared to skilled workers and this corroborated 
with simulations done in EU SIA. The estimated impact on poverty through FTA are small 
in Columbia and insignificant in Peru. The study estimates a transition from small scale to 
large scale agriculture with a rise in wages and expects an increase in agriculture and food 
products for EU imports from Columbia and Peru. In manufacturing sector, EU exports to 
Columbia and Peru expected to increase competitiveness. When seen sector wise, EU 
exports to Peru in the form of medicaments, cars and coppers are bound to see an increase 
while in Columbia where levels of protection are more, a tariff fall from 35 to 0 will see an 
upsurge in relative competitiveness of European cars significantly. In terms of imports 
from Columbia and Peru only two categories (sugar and maize respectively) had 
substantive level of trade. Bananas from both regions will benefit from preferential access 
to EU markets with trigger import volume restrictions. 

3.2. Results 

All our results explained in this section are based on relative (percent) changes with 
respect to the baseline in the year 2032. In other words, for example, a result of 2% GDP 
implies that the GDP was higher than the 2032 baseline by 2%. 

Table 4. Macroeconomic Results for the Conservative scenario 

Region GDP ΔGDP Invest Imports Exports Welfare 
Real 

Wages 
(Skilled) 

Real 
Wages 

(Unskilled) 

Consumer 
Prices 

EU_28 0.1 15.1 0.4 0.9 0.4 8.7 0.2 0.2 0.2 

Turkey 0.0 0.4 -0.1 0.0 0.1 -0.3 0.0 0.0 0.0 

Brazil 0.2 5.5 0.7 1.3 4.5 2.0 0.0 0.0 -1.5 
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Argentina 0.5 4.6 1.4 1.2 1.9 2.1 0.2 0.3 -1.0 

Uruguay 0.2 0.2 0.8 0.4 0.8 -0.1 0.2 0.4 -0.6 

Paraguay 0.1 0.0 0.3 0.1 0.5 0.0 0.2 0.3 -0.3 

Mexico 0.0 -0.5 -0.1 -0.2 -0.1 0.6 -0.1 -0.1 -0.1 

CentralAm 0.0 -0.1 0.0 0.0 0.0 -0.1 0.1 0.0 0.0 

Andean -0.1 -1.5 -0.5 -0.6 0.2 -1.0 -0.2 -0.2 -0.2 

LatinAm -0.1 -0.9 -0.2 -0.2 -0.1 -0.1 0.0 -0.1 0.0 

USA 0.0 -4.5 -0.1 -0.1 0.0 -4.2 0.0 0.0 0.0 

OtherHICs 0.0 -4.8 -0.1 -0.1 0.0 -3.3 0.0 0.0 0.1 

LDCs 0.0 -1.1 -0.1 -0.1 0.0 -0.6 0.0 0.0 0.0 

China_HK 0.0 -3.4 0.0 -0.1 -0.1 -4.9 0.0 0.0 0.0 

OtherDev 0.0 -3.8 0.0 0.0 -0.1 5.5 0.0 0.0 0.1 

RoW 0.0 1.9 -0.7 -0.6 0.4 0.6 -0.2 -0.2 -0.2 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline, except welfare and ΔGDP, which are in 2011 
US$ in billions. 

Table 4 and Table 5 show the macroeconomic results for conservative and ambitious 
scenarios, respectively. GDP increases in all of the FTA countries, i.e. EU and Mercosur 
members. Without an exception, the positive effects in all variables are much stronger in 
the ambitious scenario, than in the conservative scenario, just as we would expect. The 
increase in EU GDP is 0.1% (15.1 Billion USD) in the conservative scenario and 0.1% (20.9 
Billion USD) in the ambitious scenario. Given that Mercosur economies are smaller, the 
positive effects on GDP are larger in relative terms: ranging from 0.1% (0.0 Billion USD) 
in Paraguay in the conservative scenario to 0.5% (6.4 Billion USD) in Argentina in the 
ambitious scenario.  

For the EU, a large part of GDP gains comes from increased consumption from cheaper 
imports, while a smaller part may come from exports expansion and investment. The 
strong growth in consumption triggered by cheaper imports also implies an increase in 
consumer prices. However, the real wages of both unskilled and skilled labour increase as 
well, with the former growing more than the latter, bridging the real wage gap between 
these two categories. Welfare effects in EU are the strongest, with 8.7 billion USD in the 
conservative scenario and 12.0 billion USD in the ambitious scenario. 

Similar explanations may be extended to Mercosur countries, with some exceptions. First, 
despite a strong growth in GDP, investment, imports and exports, consumer prices fall in 
all Mercosur countries. This is because they have relatively higher tariffs than EU and 
therefore, a similar relative reduction in tariffs and NTBs can lead to greater price reduction 
in Mercosur than in the EU, so much so that this can offset the demand-driven upward 
price pressures. Second, Argentina sees stronger investment and GDP effects. Third, the 
trade and investment effects are all strong in Brazil, while Argentina has stronger 
investment effects. 

For the countries other than EU and Mercosur, the results are quite mixed. Investment in 
Turkey is marginally lower. USA loses slightly in most variables, because Mercosur is an 
important partner for them, and their deeper integration with the EU can result in some 
trade diversion away from USA to EU. Mexico has a similar tendency for the same reason. 
Latin American and Andean countries gain in terms of exports, but lose in most other 
terms. Central America sees a small increase in investment, wages and prices, but fall in 
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everything else. Consumer prices in Other High Income Countries are marginally higher 
resulting in a small reduction in other variables. Interestingly, the same thing happens in 
LDCs and in China and other developing countries, for the same reason. 

Welfare effects are also mostly positive; however, unlike GDP, welfare results depend a 
lot on changes in tax revenue. Therefore, tariff reduction has two opposing effects: 
increased welfare due to lower prices and greater demand, as opposed to decreased 
welfare due to tariff revenue losses. In the only case where we see a small negative welfare 
result (Uruguay in Conservative scenario), tariff revenue reduction effects outweigh other 
welfare gains. This is why we see negative welfare results in this case. 

Table 5. Macroeconomic Results for the Ambitious scenario 

Region GDP ΔGDP Invest Imports Exports Welfare Real Wages 
(Skilled) 

Real Wages 
(Unskilled) 

Consumer 
Prices 

EU_28 0.1 20.9 0.5 1.1 0.6 12.0 0.3 0.3 0.3 

Turkey 0.0 0.5 -0.1 0.0 0.1 -0.1 0.1 0 0.1 

Brazil 0.3 9.0 0.8 1.4 6.1 2.9 0 0 -2.1 

Argentina   0.7 6.4 1.6 1.4 2.8 2.9 0.3 0.4 -1.4 

Uruguay 0.4 0.4 1.4 0.6 0.7 0.0 0.3 0.8 -0.6 

Paraguay 0.1 0.1 0.4 0.0 0.8 0.0 0.2 0.3 -0.5 

Mexico 0.0 -0.7 -0.1 -0.3 -0.1 0.2 -0.1 -0.1 -0.1 

CentralAm 0.0 -0.1 -0.1 -0.1 0.0 -0.1 0.1 0 0 

Andean -0.2 -2.0 -0.6 -0.7 0.2 -1.3 -0.2 -0.3 -0.2 

LatinAm -0.1 -1.2 -0.3 -0.2 -0.2 -0.4 0 -0.1 0 

USA 0.0 -6.2 -0.2 -0.1 0.0 -3.7 0 0 0 

OtherHICs 0.0 -6.3 -0.1 -0.1 0.0 -3.8 0 0 0.1 

LDCs -0.1 -1.3 -0.1 -0.1 0.0 -1.1 0 0 0 

China_HK 0.0 -5.4 0 -0.2 -0.1 -1.6 0 0 0 

OtherDev 0.0 -5.3 0 0.0 -0.1 1.0 0.1 0 0 

RestofWorld 0.0 1.9 -0.5 -0.4 0.3 -0.5 -0.1 -0.2 -0.1 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline, except welfare and ΔGDP, 
which are in 2011 US$ in billions. 

From Table 6 we may observe that the EU may experience a small decline in output of up 
to 0.7% in agricultural, food, energy, services and some light manufacturing sectors, but 
they may gain in other manufacturing sectors. There is a visible diversion of output away 
from EU to Mercosur countries in many of these sectors. 

Table 6. Sectoral Output changes in the Conservative Scenario  

Sectors EU_28 Brazil Argentina Uruguay Paraguay Mexico CentralAm Andean LatinAm 

Cereals -0.3 1.8 0.4 0.2 0.3 0.1 0.1 0.2 0.1 

Rice -0.4 1.2 0.6 -0.1 -0.9 0.1 -0.1 0.0 -0.2 

Veg_FN -0.5 1.9 3.1 2.2 -0.1 0.0 0.0 0.1 0.0 

Osd_Vo -0.4 2.3 1.4 0.0 0.1 0.0 -0.2 0.0 -0.2 

Sugar -0.7 1.7 0.9 -0.1 -0.1 0.0 -0.5 0.0 -0.2 
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P_Afibers -0.3 1.1 0.5 0.3 -0.2 0.0 0.0 0.0 0.0 

Bovine_mt -0.7 1.2 1.3 2.1 0.2 0.1 -0.3 -0.1 -0.2 

other_mt -0.2 2.4 0.3 -0.4 -0.1 0.0 0.0 0.0 -0.1 

other_ap -0.2 1.5 1.3 2.4 -0.1 0.0 0.0 0.0 -0.1 

Bev_T 0.0 0.2 0.3 -1.4 -0.6 0.0 0.0 0.0 -0.1 

Dairy -0.1 -0.2 0.4 -1.5 -0.1 0.0 0.0 0.0 -0.1 

Woodpaper 0.0 0.4 0.1 1.8 -0.9 0.2 0.0 -0.1 -0.2 

Coal 0.0 0.2 0.2 0.0 0.0 0.0 0.0 0.0 0.0 

Oil 0.0 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 

Gas -0.6 2.4 1.9 -4.5 -3.4 0.1 0.0 0.3 0.2 

Minerals 0.0 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 

otherFP -0.2 1.5 1.3 1.2 -0.8 0.0 0.0 0.1 0.0 

Textile_Lea -0.1 0.6 0.7 2.2 -0.3 0.1 0.0 0.2 0.0 

Che_Rub 0.2 0.0 -0.2 -1.2 -2.0 0.0 -0.1 -0.1 -0.3 

Petrol_Coal 0.0 0.1 0.3 -0.3 -0.1 0.0 0.0 0.0 0.0 

Metal_pro 0.2 -2.1 -1.1 -4.2 -2.5 0.4 -0.1 0.0 -0.1 

NonM_Mineral 0.2 0.6 0.7 0.1 -0.9 0.0 -0.1 -0.4 -0.2 

Motor_Trans 0.5 -1.7 -2.8 -11.5 -2.7 -0.7 0.1 0.2 -0.1 

Machinery 0.4 -3.8 -1.9 -1.0 -3.2 0.5 -0.2 0.3 -0.2 

Elect_equip -0.3 1.6 2.1 1.6 0.4 0.5 0.0 0.2 0.0 

Electricity 0.0 0.2 0.0 -0.8 0.9 0.0 0.0 -0.1 -0.1 

Utility 0.3 0.6 1.3 0.7 0.3 -0.1 0.0 -0.5 -0.2 

Transport 0.0 0.3 0.7 0.3 0.0 0.0 0.0 -0.1 0.0 

Com_BusiSer 0.0 0.5 0.8 0.6 0.1 0.0 0.2 -0.1 0.0 

FinSer -0.1 0.2 0.6 0.2 0.0 0.1 0.1 -0.1 0.0 

Recre_OthSer 0.0 0.2 0.4 0.0 -0.1 0.0 0.0 -0.1 -0.1 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

As seen in Table 7 private consumption increases in all commodities in the EU and in most 
of the Argentinian commodities, but it decreases in most of them in Brazil, Uruguay and 
Paraguay. This is partly because EU can now import goods at lower prices, but it is also 
more because of the expansion in the EU GDP as a whole and the increase in real wages 
vis-à-vis prices that fall overall. Mercosur countries export more to the EU by diverting a 
small part of domestic consumption to exports and they also consume less of agricultural, 
mineral and other primary (or less value-added) goods, because of diversions in favour of 
transportation goods, machinery and other high value-added sectors. Argentina doesn’t 
see much of an impact in terms of both exports and imports, so it sees modest changes, 
most of which are positive. In general, we notice that the sectors which see greater 
increase in exports (Table 8) also see greater decrease in private consumption.  

Table 7. Sectoral Private Consumption changes in the Conservative Scenario 

Sectors EU_28 Brazil Argentina Uruguay Paraguay Mexico CentralAm Andean LatinAm 

Cereals 0.0 -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
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Rice 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Veg_FN 0.0 -0.1 -0.1 -0.1 0.0 0.0 0.0 0.0 0.0 
Osd_Vo 0.1 -0.1 -0.1 0.3 0.0 -0.1 0.0 0.0 0.0 
Sugar 0.1 -0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
P_Afibers 0.1 -0.2 -0.2 -0.2 0.0 0.0 0.0 0.0 0.0 
Bovine_mt 0.2 -0.2 -0.1 -0.4 0.0 -0.1 0.0 0.0 0.0 
other_mt 0.1 -0.2 0.0 -0.3 0.0 -0.1 0.0 0.0 0.0 
other_ap 0.1 -0.4 -0.2 -0.5 0.0 -0.1 0.0 0.0 0.0 
Bev_T 0.1 0.0 0.1 0.1 0.1 0.0 0.0 0.0 0.0 
Dairy 0.1 -0.1 0.0 -0.2 0.0 0.0 0.0 0.0 0.0 
Woodpaper 0.1 0.1 0.5 -0.1 0.1 -0.1 0.0 -0.1 0.0 

Coal 0.2 -0.9 -0.4 -0.4 -0.1 -0.1 0.0 -0.2 0.0 
Oil 0.3 -0.8 -0.4 -0.5 -0.1 -0.1 0.0 -0.2 0.0 
Gas 0.2 -0.3 0.0 -0.2 0.1 -0.1 -0.1 -0.2 -0.1 
Minerals 0.3 -0.8 -0.7 -0.5 -0.2 0.0 0.0 -0.1 0.0 
otherFP 0.1 -0.1 0.1 -0.1 0.1 0.0 0.0 0.0 0.0 
Textile_Lea 0.2 -0.1 0.2 -0.2 0.0 -0.1 0.0 -0.1 0.0 

Che_Rub 0.2 0.0 0.3 0.1 0.2 -0.1 0.0 -0.1 0.0 
Petrol_Coal 0.3 -0.8 -0.3 -0.5 -0.1 -0.1 0.0 -0.2 0.0 

Metal_pro 0.1 0.3 1.0 1.0 0.2 0.0 0.0 -0.1 0.0 
NonM_Mineral 0.2 -0.3 0.0 -0.1 -0.1 0.0 0.0 -0.1 0.0 

Motor_Trans 0.1 0.6 1.7 0.9 0.4 -0.1 0.0 -0.1 -0.1 

Machinery 0.1 0.7 0.8 0.0 0.2 -0.1 -0.1 -0.2 -0.1 
Elect_equip 0.2 0.0 0.2 -0.3 -0.1 -0.1 0.0 -0.1 -0.1 
Electricity 0.2 -0.1 -0.3 -0.5 -0.1 -0.1 0.0 -0.1 -0.1 
Utility 0.1 0.0 0.3 -0.2 -0.2 0.0 0.0 -0.1 0.0 
Transport 0.2 -0.4 -0.1 -0.4 -0.1 -0.1 0.0 -0.1 0.0 
Com_BusiSer 0.1 0.1 0.4 -0.2 -0.1 -0.1 -0.1 -0.1 -0.1 

FinSer 0.0 0.1 0.3 -0.3 -0.1 -0.1 -0.1 -0.1 -0.1 
Recre_OthSer 0.0 0.0 0.3 -0.2 -0.1 -0.1 -0.1 -0.1 0.0 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Much more conspicuous changes are seen in both exports and imports. Table 8 reaffirms 
the observation from Table 7 that higher rise in exports may correspond with higher fall 
in private consumption and higher rise in output as well. In other words, in many sectors, 
Mercosur countries produce more and export a greater share of the new products, thereby 
diverting away from the private consumption.  

Table 8. Sectoral Exports changes in the Conservative Scenario 

Sectors EU_28 Brazil Argentina Uruguay Paraguay Mexico CentralAm Andean LatinAm 

Cereals -0.6 3.0 0.1 0.2 0.6 0.2 0.4 1.1 0.5 
Rice -0.5 7.3 0.5 -0.3 -1.6 0.2 0.1 0.1 -0.4 
Veg_FN -0.1 10.8 8.6 15.7 1.1 0.0 0.0 0.6 0.2 
Osd_Vo 0.5 5.3 1.5 0.4 0.2 -0.3 -0.2 -0.6 -0.5 
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Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Import changes are large in Mercosur countries, relatively speaking. Table 9 shows that 
they all witness increases in most imports, with a few exceptions – these also happen to 
be the sectors that see a decline in private consumption (e.g. rice, bovine meat and energy 
products in Brazil). These sectors see a reduction in imports due to the combination of 
these factors: lack of policy space to boost imports as the tariffs are already relatively 
small in these sectors, a small drop in private consumption and expansion in domestic 
output due to cheaper imports in inputs used by these sectors.  

Table 9. Sectoral Imports changes in the Conservative Scenario 

Sugar -2.5 5.0 3.6 5.5 3.0 -0.1 -0.8 0.1 -0.7 
P_Afibers -0.2 5.2 0.0 -2.9 1.1 0.0 0.1 1.0 0.1 
Bovine_mt -1.5 9.1 10.1 3.0 0.7 0.3 -0.8 1.2 0.0 
other_mt -1.1 7.5 2.6 0.1 1.3 0.4 0.0 0.9 0.3 
other_ap -0.2 2.2 10.2 6.7 0.3 0.1 0.1 0.4 0.2 
Bev_T 0.1 7.7 1.8 -4.7 0.0 0.2 0.0 0.3 -0.1 
Dairy -0.6 9.7 1.8 -1.8 1.5 0.9 0.1 1.4 -0.1 
Woodpaper 0.3 9.3 1.3 3.1 -5.5 0.4 -0.1 0.3 -0.6 
Coal -0.2 0.8 -0.4 0.5 -1.1 -0.2 0.0 0.0 0.1 
Oil -0.1 0.1 -0.5 0.6 0.4 0.0 0.0 0.1 0.0 
Gas -0.1 39.3 15.8 9.2 0.0 0.6 -0.2 1.1 -1.6 
Minerals -0.2 0.3 -0.7 0.3 -1.8 0.4 0.0 0.2 0.1 
otherFP -0.2 37.2 6.6 3.8 -1.2 0.2 -0.1 0.5 0.1 
Textile_Lea 3.2 17.6 9.4 6.7 -2.4 0.5 0.0 0.8 0.1 
Che_Rub 0.7 7.7 1.9 -1.3 -3.0 -0.2 -0.1 -0.7 -0.7 
Petrol_Coal 0.0 0.2 -0.1 0.1 -0.1 0.0 0.0 0.1 0.0 
Metal_pro 0.4 7.7 6.6 -3.4 -6.2 0.6 -0.1 0.2 -0.8 
NonM_Mineral 0.7 4.2 0.7 -1.6 -5.0 0.3 -0.2 0.1 -0.7 
Motor_Trans 1.6 0.9 -1.6 -16.1 2.6 -1.0 0.2 0.7 -0.3 
Machinery 1.3 12.0 1.5 -3.8 -11.8 0.6 -0.2 0.6 -0.4 
Elect_equip -0.1 14.4 9.4 6.2 -0.5 0.6 0.1 1.6 0.4 
Electricity -0.9 8.1 -1.9 0.9 0.9 0.3 0.2 0.1 0.0 
Utility -1.0 6.8 4.9 2.8 0.1 0.9 0.3 1.1 0.4 
Transport -0.4 4.0 2.4 1.2 0.6 0.3 0.1 0.5 0.1 
Com_BusiSer -1.0 7.5 5.6 2.6 1.4 0.8 0.4 1.3 0.5 
FinSer -0.9 7.6 5.1 2.3 1.0 0.8 0.4 1.3 0.5 
Recre_OthSer -1.1 7.0 4.7 2.5 1.2 0.7 0.3 1.3 0.4 

Sectors EU_28 Brazil Argentina Uruguay Paraguay Mexico CentralAm 

 

Andean LatinAm 

 
Cereals 1.1 0.4 0.9 0.0 0.1 0.0 -0.1 -0.2 -0.1 
Rice 1.1 -3.1 -0.2 2.2 -0.9 -0.1 0.2 -0.4 0.5 
Veg_FN 1.8 0.4 2.6 2.7 -0.7 0.0 -0.2 -0.5 -0.2 
Osd_Vo 1.5 10.2 5.4 4.1 3.5 -0.1 -0.1 -0.1 0.0 
Sugar 3.5 3.2 -1.0 0.2 1.6 -0.2 -0.2 -0.4 0.0 
P_Afibers 0.6 -0.1 1.2 2.3 -1.0 -0.1 -0.1 -0.5 -0.3 
Bovine_mt 9.3 -2.8 0.5 3.9 0.0 -0.1 -0.1 -0.4 0.3 

other_mt 10.7 19.5 11.9 14.4 5.8 -0.3 -0.3 -1.1 0.1 
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Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Table 10. EU-Mercosur bilateral trade changes by sector in the conservative 
scenario  

 EU imports from Mercosur EU exports to Mercosur 

Cereals 6.7 3.8 

Rice 8.8 47.8 

Veg_FN 40.0 29.0 

Osd_Vo 4.5 37.8 

Sugar 15.2 37.5 

P_Afibers 12.5 20.3 

Bovine_mt 30.0 11.3 

other_mt 36.7 39.2 

other_ap 23.6 9.7 

Bev_T 36.5 27.7 

Dairy 18.0 90.9 

Woodpaper 9.6 65.8 

Coal 0.4 12.7 

Oil 0.2 11.1 

Gas 21.2 114.2 

Minerals 0.4 3.2 

other_ap 0.7 0.1 0.5 3.0 0.1 -0.1 -0.2 -0.4 -0.3 
Bev_T 1.6 3.5 5.3 6.2 3.6 -0.2 0.0 -0.3 -0.1 
Dairy 1.4 3.5 13.8 18.4 2.9 -0.3 -0.1 -0.7 0.2 
Woodpaper 1.4 6.5 5.3 3.0 2.6 -0.2 0.0 -0.7 -0.1 
Coal 0.1 -0.3 0.1 -1.1 -0.2 0.0 0.0 -0.2 -0.1 
Oil 0.1 0.1 0.5 -0.3 -0.1 0.0 0.0 -0.1 -0.1 
Gas 0.5 -1.8 -1.7 -0.7 1.2 -0.1 -0.1 -0.7 -0.4 
Minerals 0.3 -0.5 0.0 0.0 0.7 -0.1 0.0 -0.3 -0.2 
otherFP 2.8 0.7 2.9 1.6 1.6 -0.2 0.0 -0.3 0.0 
Textile_Lea 0.7 -1.3 -0.1 -0.1 -0.4 -0.2 0.0 -0.6 -0.1 
Che_Rub 1.0 1.4 1.0 -0.4 -0.8 -0.2 -0.1 -0.4 -0.1 
Petrol_Coal 0.1 -0.1 0.2 -0.1 0.0 0.0 0.0 -0.1 -0.1 
Metal_pro 1.5 11.9 11.4 5.1 3.3 -0.3 -0.1 -0.6 -0.3 
NonM_Mineral 0.8 -0.5 1.4 0.5 1.4 -0.5 -0.1 -0.8 -0.3 
Motor_Trans 1.6 3.8 2.0 -0.9 -0.5 -0.7 0.0 -0.6 -0.2 
Machinery 1.6 4.1 1.6 0.7 -0.2 -0.1 -0.1 -0.6 -0.3 
Elect_equip 0.8 -3.6 -1.2 -0.3 -0.1 0.0 0.0 -0.6 -0.2 
Electricity 1.4 -1.5 0.3 1.7 -0.7 -0.3 -0.2 -0.3 -0.2 
Utility 1.1 -2.7 -1.4 -0.8 0.3 -0.5 -0.2 -1.1 -0.5 
Transport 0.3 -2.0 -0.9 0.0 -0.3 -0.2 0.0 -0.3 0.0 
Com_BusiSer 0.8 -3.0 -1.8 -0.9 -0.7 -0.4 -0.2 -0.8 -0.3 

FinSer 0.7 -3.3 -1.8 -0.4 -0.6 -0.4 -0.1 -0.7 -0.3 
Recre_OthSer 0.8 -3.2 -1.8 -0.7 -0.6 -0.4 -0.1 -0.6 -0.3 
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otherFP 89.8 33.6 

Textile_Lea 32.4 310.8 

Che_Rub 12.8 47.6 

Petrol_Coal 0.3 5.2 

Metal_pro 17.4 69.3 

NonM_Mineral 10.2 55.7 

Motor_Trans 40.6 95.0 

Machinery 17.3 78.4 

Elect_equip 15.7 109.3 

Electricity 2.5 -2.4 

Utility 6.2 -2.8 

Transport 3.2 -1.9 

Com_BusiSer 6.5 -3.4 

FinSer 6.1 -3.6 

Recre_OthSer 5.3 -3.6 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

As discussed in previous results, the ambitious scenario results are broadly consistent with 
the conservative scenario results, except that the magnitudes tend to be higher in the 
former, as documented in Table 11 to Table 14. 

Table 11. Sectoral Output changes in the Ambitious Scenario 

Sectors EU_28 Brazil Argentina Uruguay Paraguay Mexico Central 
Ame ica 

Andean Latin 
Ame ica 

Cereals -0.5 2.4 0.8 -0.2 0.6 0.1 0.1 0.3 0.1 
Rice -0.5 1.7 0.8 -0.6 -1.2 0.1 -0.1 0 -0.3 
Veg_FN -0.5 2.2 3.1 2 -0.1 0 0 0.1 0 
Osd_Vo -0.5 3.2 1.9 -0.6 0.2 0 -0.2 -0.1 -0.3 
Sugar -1 2.5 1.2 -0.4 0.1 0 -0.7 -0.1 -0.3 
P_Afibers -0.4 1.3 0.5 0.3 -0.2 0 0 0 0 
Bovine_mt -1.2 2 2.4 4 0.6 0.1 -0.4 -0.1 -0.3 
other_mt -0.3 3.7 0.5 -1.2 -0.1 0.1 0 0 -0.2 
other_ap -0.3 2.2 1.5 3 -0.1 0 0 -0.1 -0.1 
Bev_T 0 0.2 0.4 -1.8 -0.7 0 0 -0.1 -0.1 
Dairy -0.1 -0.2 0.6 -2.4 -0.1 0 0 0 -0.1 
Woodpaper 0 0.6 0.1 1.8 -1.2 0.2 -0.1 -0.1 -0.2 
Coal 0 0.2 0.2 0 0 0 0 0 0 
Oil 0 0.1 0.1 0 0 0 0 0 0 
Gas -0.6 -0.1 2.6 -14.7 -9.8 0.1 0.1 0.4 0.2 
Minerals 0 0.1 0.1 0 0 0 0 0 0 
otherFP -0.3 1.7 1.5 1 -1.1 0 -0.1 0.1 0 
Textile_Lea -0.1 0.9 0.9 1.9 -0.3 0.2 0 0.2 0 
Che_Rub 0.2 0.2 -0.2 -1.9 -2.4 0 -0.1 -0.1 -0.5 
Petrol_Coal 0.1 0.1 0.4 -0.4 0.2 0 0 -0.1 -0.1 
Metal_pro 0.2 -2.5 -1.3 -5.4 -3.1 0.4 -0.1 0 -0.2 
NonM_Mineral 0.2 0.7 0.8 0.2 -1.1 0 -0.1 -0.5 -0.2 
Motor_Trans 0.6 -1.8 -3.2 -14.4 -3.3 -0.9 0.2 0.2 -0.2 
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Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Table 12. Sectoral Private Consumption changes in the Ambitious Scenario 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

  

Machinery 0.5 -5.1 -2.9 -1.4 -4.5 0.6 -0.2 0.4 -0.2 
Elect_equip -0.4 2.2 2.7 1.8 0.8 0.6 0 0.2 0 
Electricity 0.1 0.2 0 -1 1 0 0 -0.1 -0.1 
Utility 0.4 0.7 1.5 1.2 0.3 -0.1 0 -0.6 -0.2 
Transport 0 0.4 0.8 0.4 0 0 0 -0.1 0 
Com_BusiSer 0 0.7 1 0.6 0.1 0 0.2 -0.1 0 
FinSer -0.1 0.4 0.7 0.3 -0.1 0.1 0.1 -0.1 0 
Recre_OthSer 0 0.3 0.6 0.1 -0.1 -0.1 0 -0.1 -0.1 

Sectors EU_28 Brazil Argentina Uruguay Paraguay Mexico CentralAm Andean LatinAm 

Cereals 0.0 -0.1 -0.1 0.0 0.0 0.0 0.0 0.0 0.0 
Rice 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Veg_FN 0.0 -0.1 -0.1 -0.1 0.0 0 0.0 0.0 0.0 
Osd_Vo 0.2 -0.1 -0.1 0.5 0.0 -0.1 0.0 0.0 0.0 
Sugar 0.1 -0.1 0.0 0.2 0.0 0 0.0 0.0 0.0 
P_Afibers 0.2 -0.2 -0.2 -0.2 0.0 -0.1 0.0 0.0 0.0 
Bovine_mt 0.3 -0.2 -0.1 -0.5 -0.1 -0.1 0.0 -0.1 0.0 
other_mt 0.2 -0.3 0.0 -0.3 -0.1 -0.1 0.0 -0.1 0.0 
other_ap 0.2 -0.5 -0.3 -0.6 -0.1 -0.1 0.0 0.0 0.0 
Bev_T 0.1 0.1 0.1 0.3 0.1 0.0 0.0 -0.1 0.0 
Dairy 0.1 -0.1 0.1 -0.1 0.0 -0.1 0.0 -0.1 0.0 
Woodpaper 0.1 0.2 0.6 0.1 0.1 -0.1 -0.1 -0.1 -0.1 
Coal 0.3 -1.1 -0.5 -0.2 -0.2 -0.1 -0.1 -0.2 0.0 
Oil 0.4 -1.1 -0.5 -0.3 -0.2 -0.1 -0.1 -0.2 -0.1 
Gas 0.2 -0.1 0.0 0.5 0.4 -0.1 -0.1 -0.2 -0.1 
Minerals 0.3 -1.1 -0.8 -0.3 -0.3 -0.1 0.0 -0.1 0.0 
otherFP 0.2 -0.2 0.1 0.1 0.1 -0.1 0.0 -0.1 0.0 
Textile_Lea 0.2 -0.1 0.3 -0.1 0.0 -0.1 0.0 -0.1 0.0 
Che_Rub 0.2 0.0 0.5 0.5 0.2 -0.1 -0.1 -0.2 -0.1 
Petrol_Coal 0.3 -1.1 -0.4 -0.3 -0.2 -0.1 -0.1 -0.2 -0.1 
Metal_pro 0.2 0.5 1.3 1.5 0.2 -0.1 -0.1 -0.2 0.0 
NonM_Mineral 0.2 -0.4 0.1 0.1 -0.1 0.0 -0.1 -0.2 0.0 
Motor_Trans 0.2 0.8 2.2 1.5 0.5 -0.1 -0.1 -0.1 -0.1 
Machinery 0.2 1.0 1.1 0.3 0.3 -0.1 -0.1 -0.2 -0.1 
Elect_equip 0.2 0.0 0.2 -0.1 -0.2 -0.1 -0.1 -0.2 -0.1 
Electricity 0.2 0.0 -0.3 -0.3 -0.1 -0.1 -0.1 -0.2 -0.1 
Utility 0.1 0.1 0.5 0.0 -0.2 -0.1 -0.1 -0.1 0 
Transport 0.3 -0.4 0.0 -0.2 -0.1 -0.1 -0.1 -0.1 -0.1 
Com_BusiSer 0.1 0.2 0.6 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 
FinSer 0.1 0.3 0.5 -0.2 -0.1 -0.1 -0.1 -0.1 -0.1 

Recre_OthSer 0.1 0.1 0.4 -0.1 -0.1 -0.1 -0.1 -0.1 -0.1 
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Table 13. Sectoral Exports changes in the Ambitious Scenario 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Table 14. Sectoral Imports changes in the Ambitious Scenario 

Sectors EU_28 Brazil Argentina Uruguay Paraguay Mexico CentralAm Andean LatinAm 

Cereals -0.6 4.4 0.5 -0.2 1.1 0.3 0.5 1.2 0.6 
Rice -0.6 10.5 0.8 -0.9 -2.1 0.2 0.1 0.0 -0.7 
Veg_FN -0.1 11.9 8.5 14.9 0.9 0.0 0.1 0.7 0.3 
Osd_Vo 0.5 7.5 2.0 -0.1 0.4 -0.4 -0.3 -0.9 -0.8 
Sugar -3.4 7.2 5.5 8.2 5.5 -0.1 -1.1 -0.2 -1.1 
P_Afibers -0.3 6.3 -0.3 -4.6 1.4 0.0 0.1 1.1 0.1 
Bovine_mt -1.7 14.8 20.2 5.8 2.1 0.4 -1.0 1.3 -0.4 
other_mt -1.3 11.4 4.2 -1.5 2.1 0.4 0.0 1.0 0.3 
other_ap -0.2 2.6 10.2 5.9 0.5 0.1 0.1 0.5 0.2 
Bev_T 0.2 8.9 2.0 -6.2 0.2 0.2 0.0 0.3 -0.2 
Dairy -0.7 14.7 2.8 -3.0 2.3 1.1 0.2 1.7 -0.1 
Woodpaper 0.4 13.1 2.1 3.2 -6.7 0.4 -0.1 0.2 -0.8 
Coal -0.3 0.6 -0.5 1.0 -1.1 -0.2 0.0 0.0 0.1 
Oil -0.2 -0.1 -0.7 0.9 0.3 0.0 0.0 0.1 0.0 
Gas 3.4 90.7 23.7 8.7 0.0 1.3 0.1 1.4 -5.9 
Minerals -0.3 0.3 -0.9 -0.2 -1.8 0.5 0.0 0.2 0.1 
otherFP -0.2 39.5 7.4 3.4 -1.8 0.2 -0.1 0.6 0.1 
Textile_Lea 4.4 22.2 12.1 6.3 -2.8 0.5 0.0 0.9 0.0 
Che_Rub 0.9 10.5 2.8 -2.2 -3.5 -0.3 -0.2 -1.1 -1.0 
Petrol_Coal 0.0 0.2 -0.1 0.0 0.5 0.0 0.0 0.0 0.0 
Metal_pro 0.4 10.9 9.1 -4.7 -6.9 0.8 -0.2 0.1 -1.0 
NonM_Mineral 1.0 5.8 1.1 -3.1 -5.9 0.4 -0.3 0.0 -0.9 
Motor_Trans 1.9 1.9 -1.5 -20.1 4.0 -1.2 0.3 0.8 -0.4 
Machinery 1.7 16.5 2.6 -6.6 -14.9 0.7 -0.2 0.6 -0.6 
Elect_equip 0.0 20.4 13.1 7.0 0.0 0.7 0.1 1.8 0.4 
Electricity -0.7 11.8 -3.4 0.6 1.1 0.3 0.0 0.0 -1.4 
Utility -1.1 9.7 6.9 3.0 0.5 1.3 0.5 1.3 0.5 
Transport -0.2 5.8 3.4 1.5 0.9 0.3 0.1 0.5 0.1 
Com_BusiSer -1.0 10.7 8.0 2.8 2.2 1.0 0.5 1.5 0.5 
FinSer -1.0 11.1 7.2 2.3 1.8 1.0 0.5 1.5 0.5 
Recre_OthSer -1.1 9.9 6.5 2.5 1.9 0.9 0.4 1.5 0.5 

Sectors EU_28 Brazil Argentina Uruguay Paraguay Mexico CentralAm Andean LatinAm 

Cereals 5.5 0.0 1.6 0.0 0.2 0.0 -0.1 -0.3 -0.2 
Rice 1.6 -4.6 -0.3 3.2 -1.4 -0.1 0.3 -0.6 0.8 
Veg_FN 2.0 0.6 2.9 3.3 -0.8 -0.1 -0.2 -0.6 -0.3 
Osd_Vo 2.0 12.8 7.1 5.4 4.7 -0.1 -0.1 -0.1 0.1 
Sugar 5.8 4.0 -1.5 0.2 2.2 -0.2 -0.3 -0.3 0.0 
P_Afibers 0.8 -0.4 1.4 2.9 -1.2 -0.1 -0.1 -0.7 -0.4 
Bovine_mt 19.3 -4.4 0.5 6.4 -0.4 -0.1 -0.1 -0.5 0.4 
other_mt 22.1 24.7 15.3 20.9 7.5 -0.4 -0.4 -1.3 0.1 
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Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Table 15. EU-Mercosur bilateral trade changes by sector in the ambitious 
scenario  

 EU imports from Mercosur EU exports to Mercosur 
Cereals 46.5 5.1 

Rice 15.5 61.3 

Veg_FN 40.4 36.8 

Osd_Vo 5.9 47.8 

Sugar 27.3 47.8 

P_Afibers 13.6 25.3 
Bovine_mt 63.7 14.5 

other_mt 78.8 50.0 

other_ap 23.5 12.2 

Bev_T 38.0 35.4 

Dairy 165.3 120.9 

Woodpaper 12.1 83.1 
Coal 0.4 28.1 
Oil 0.1 25.0 

Gas 34.4 302.8 

Minerals 0.4 4.2 

otherFP 92.8 42.7 

Textile_Lea 36.5 424.1 

other_ap 0.7 0.1 0.9 3.3 0.2 -0.2 -0.2 -0.4 -0.3 
Bev_T 1.8 4.5 6.8 8.2 4.7 -0.2 -0.1 -0.3 -0.1 
Dairy 2.6 4.4 18.2 26.2 3.7 -0.5 -0.1 -0.8 0.2 
Woodpaper 1.7 7.8 6.6 3.8 3.3 -0.2 0.0 -0.8 -0.1 
Coal 0.2 -0.4 0.2 -1.7 -0.3 0.0 0.0 -0.2 -0.1 
Oil 0.1 0.1 0.7 -0.4 0.1 0.0 0.0 -0.1 -0.1 
Gas 0.9 -1.6 -2.3 -0.5 3.5 -0.1 -0.2 -0.9 -0.6 
Minerals 0.3 -0.5 0.1 0.1 0.6 -0.1 -0.1 -0.4 -0.3 
otherFP 3.0 0.7 3.8 2.4 2.2 -0.2 0.0 -0.3 0.0 
Textile_Lea 0.9 -1.7 -0.1 0.1 -0.6 -0.3 -0.1 -0.7 -0.1 
Che_Rub 1.2 1.5 1.1 -0.7 -1.1 -0.3 -0.1 -0.4 -0.1 
Petrol_Coal 0.1 0.0 0.3 -0.1 -0.1 0.0 -0.1 -0.2 -0.1 
Metal_pro 1.9 14.3 14.0 6.7 4.1 -0.4 -0.1 -0.7 -0.4 
NonM_Mineral 1.0 -0.9 1.5 1.3 1.5 -0.6 -0.1 -0.9 -0.3 
Motor_Trans 2.0 4.3 2.2 -0.9 -0.8 -0.8 0.0 -0.7 -0.2 
Machinery 2.0 4.9 1.7 1.2 -0.5 -0.1 -0.1 -0.8 -0.3 
Elect_equip 1.0 -5.0 -1.9 0.0 -0.2 0.0 0.0 -0.8 -0.2 
Electricity 2.0 -2.0 0.6 3.2 2.7 -0.4 -0.2 -0.3 -0.3 
Utility 1.4 -2.6 -0.9 0.6 1.1 -0.6 -0.3 -1.3 -0.6 
Transport 0.3 -2.3 -1.4 -0.6 -0.5 -0.2 -0.1 -0.3 -0.1 
Com_BusiSer 1.1 -3.6 -2.1 -0.3 -0.5 -0.6 -0.2 -0.9 -0.3 
FinSer 0.9 -4.1 -2.2 -0.6 -0.4 -0.5 -0.2 -0.8 -0.3 
Recre_OthSer 1.1 -3.8 -2.0 -0.5 -0.8 -0.5 -0.1 -0.8 -0.3 
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Che_Rub 16.2 60.2 

Petrol_Coal 0.4 9.3 

Metal_pro 22.1 84.9 

NonM_Mineral 12.5 71.7 
Motor_Trans 47.5 114.4 
Machinery 24.0 100.5 

Elect_equip 21.6 148.7 

Electricity 4.0 4.3 

Utility 8.6 2.7 

Transport 4.5 4.0 

Com_BusiSer 9.2 1.4 
FinSer 8.5 1.8 
Recre_OthSer 7.3 2.0 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Based on the results from both conservative and ambitious scenarios, we may observe 
broadly that the EU gains overall from the FTA with Mercosur. Small decreases in output 
in most of the non-manufacturing sectors are outweighed by increases in others. GDP 
gains arise from increases in consumption, investment and exports. The GDP gains in 
Mercosur countries are larger in relatively terms than in the EU, though they are smaller 
in absolute terms. The increase in Mercosur countries’ GDP mainly comes from export 
growth and investment. All other non-EU, non-MERCOSUR countries may be affected 
slightly due to trade diversion.   

4. Social Analysis 

4.1. Methodology  

Amidst renewed debates on the costs and benefits of globalisation, the social impact of 
trade liberalisation has been a central concern for national governments and their 
constituencies. Our social analysis builds upon our team’s CGE and sectoral analysis as 
well as additional quantitative and qualitative tools to assess the potential effects of an 
EU-Mercosur trade agreement on employment and decent work. The analysis assesses the 
potential impacts on employment (including in the informal economy), decent work, 
working conditions, as well as distributional impacts (including poverty income 
inequalities). Furthermore, the interaction between the envisaged agreement and the 
effective implementation of the international Core Labour Standards and fundamental 
Conventions of the International Labour Organisation, as well as the realisation of the 
other strategic objectives of the ILO Decent Work Agenda (job creation, social protection, 
and social dialogue) will be investigated. Other Conventions from the ILO and other UN 
bodies will be taken into consideration, where relevant. This SIA also assesses how the 
potential agreement could contribute to the uptake of internationally agreed principles and 
guidelines on corporate social responsibility (CSR)/ responsible business conduct (RBC).  

EU trade policy has become one of the main pillars of the EU’s external action to promote 
sustainable development, decent work and core labour standards, whether at the 
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unilateral, bilateral/regional or multilateral levels. At the unilateral (i.e. non-reciprocal) 
level, EU trade policy has designated the ratification and application of the ILO’s eight 
fundamental conventions on labour rights as a precondition for obtaining GSP+ status.5 In 
its 2015 Trade for All Strategy, the EU reasserted its ambition to “promote an ambitious 
and innovative sustainable development chapter in all trade and investment agreements”, 
vowing to achieve “far-reaching commitments on all core labour rights” and to ensure 
“high levels of occupational health and safety and decent working conditions in accordance 
with the ILO Decent Work Agenda” (EC, 2015a). Combining economic analysis and policy 
research, this section assesses the prospects of the EU-Mercosur trade agreement to fulfil 
these objectives. 

The quantitative analysis draws on the CGE modelling. The qualitative analysis first relies 
on desk research on expert sources, academic literature and specific studies not only on 
EU trade relations with the Mercosur region and individual Mercosur members, but also on 
the latter’s experience with other trade negotiations to the extent that they shed light on 
specific social effects of trade liberalisation. Second, to further appraise the potential 
effects of trade liberalisation on labour markets, this section scrutinizes each party’s 
compliance with core ILO conventions, relying mainly on the ILO NORMLEX database. 
Third, the team outlines each party’s approach to the trade-labour linkage. Last, in each 
section, the social analysis draws from the results of stakeholder consultation in Mercosur 
and EU countries, and more specifically on the insights from business associations, labour 
unions, non-governmental organisations (NGOs) and relevant experts from government 
and academia.  

4.2. Baseline  

The baseline provides an overview of current socio-economic trends in both Mercosur and 
EU countries, with a specific focus on current trends in employment and wages, poverty 
and income inequality (Gini index). In parallel with these economic and political trends in 
the region, the second focus of this section is on Mercosur and EU countries’ adherence to 
and enforcement of international labour standards (with an emphasis on ILO Core Labour 
Standards) and the decent work agenda (including social protection, social dialogue and 
health and safety at work). 

4.2.1.  Recent Trends in Employment and Wages 

The first decade of the twenty-first century was a period of significant economic 
development in Latin America, as witnessed by:  

• Sustained growth contributing to better labour market performances 

• A notable decline in both absolute and relative poverty; 

                                    
5 For more details on GSP+, see EU Commission, “'The EU Special Incentive Arrangement for Sustainable 
Development and Good Governance ('GSP+') covering the period 2014 – 2015”, 28 January 2016, available at:  
http://trade.ec.europa.eu/doclib/docs/2016/january/tradoc_154178.pdf.  

http://trade.ec.europa.eu/doclib/docs/2016/january/tradoc_154178.pdf
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• A steady reduction of income inequality, as illustrated by the unprecedented drop 
in the regional Gini coefficient falling from 0.57 to 0.52 between 2000 and 2012 
(Alvaredo & Gasparini, 2015) 

• Growing GDP per capita and an expanding middle-class that grew from 23% to 
34% within a decade, overtaking for the first time, the number of people living in 
poverty (Vakis, Rigolini & Lucchetti, 2016).  

Overall, Mercosur largely benefitted from the regional economic boom of the 2000s as 
witnessed by the overall decline in unemployment since the beginning of the twenty-first 
century. These trends were particularly beneficial to Argentina, gradually recovering from 
its financial crisis, Uruguay and Brazil before the latter was hit by a severe recession in 
2015-2017 (Figure 1). Since spring 2018, Argentina has suffered from a dramatic decline 
in the value of the peso, surging inflation (close to 30% on a yearly basis in June) and 
economic slowdown that could soon lead the country to economic recession and 
compromise its recent socio-economic performance.  

Figure 1. EU and Mercosur unemployment trends (2006-2016) 

 

Source: World Bank (modelled ILO estimates); Eurostat. 

Meanwhile, the average unemployment rate among the 28 EU members fluctuated 
between 9 and 11%, peaking at 10.9% in 2013, in the aftermath of the financial-crisis-
cum-sovereign-debt-crisis, before gradually falling under 8% in 2017. Of course, average 
trends on EU labour markets mask large disparities between European countries, some of 
which like Greece and Spain being severely hit by the financial crisis (with unemployment 
rate peaking in 2013 at 27.5% and 26.1% respectively) while others like Germany and 
Austria proved much more resilient to economic slowdown in Europe (5.2% and 5.4%).  

Measures of employment participation and unemployment in Mercosur countries must be 
contextualized with traditionally high levels of informal employment in the region in both 
agricultural and non-agricultural sectors. For non-agricultural activities, the share of 
informal workers in Mercosur varies from one third (Uruguay) to two thirds (Paraguay) of 
the labour market. However, the recent context of economic sustained economic growth 
has led to a notable decline of informal employment in all Mercosur countries (Figure 2). 
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Figure 2. Informal employment and informal sector as a percent of employment 
(%) 

 

 

 

 

 

 

Source: ILO and World Bank. 

The trends are not only the logical result of economic recovery in the aftermath of the 
2008-2009 financial crisis but stem from the adoption of policy reforms that have proved 
particularly effective for salaried workers. For instance, after the convertibility crisis, 
Argentina adopted a series of labour formalization policies that included changes in tax 
administration and policy, work inspection measures, social protection policies and active 
labour market reforms. This multipronged approach, along with an improving macro-
economic context allowed informal salaried employment to drop from 49% in 2003 to 33% 
in 2014 (Betranou and Casanova, 2016). Likewise, the combination of counter-cyclical 
economic policies in the aftermath of the financial crisis and targeted formalization reforms 
– among which tax incentives encouraging hiring, policies stimulating investment in 
production and human capital – enabled Uruguay to reduce informal employment among 
private sector wage workers by half in less than 10 years - from 36.4% in 2004 to 17.1% 
in 2012 (ILO, 2014).  

Poverty and inequality in Mercosur 

Figure 3 and Figure 4 show a notable decline in populations living under the poverty line, 
measured either at $1.90 or the $3.10 per day.  

Figure 3. Number of people living with less than $1.90 a day (millions, 2011 PPP) 

 

Source: World Bank.  
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Figure 4. Number of people living with less than $3.10 a day (millions, 2011 PPP) 

 

Source: World Bank.  

The decline of poverty in Mercosur and the concomitant expansion of the middle class are 
logically reflected in measures of inequality. With the exception of Paraguay, all Mercosur 
members experienced a remarkable decline in income inequality between 2004 and 2014. 

Figure 5. Inequality in Mercosur (Gini coefficient) 

 

Source: World Bank. 

Other indicators corroborate these trends. In Brazil, household data adjusted for spatial 
price differences reveal that access to durable goods dramatically expanded in the decade 
that preceded Brazil’s economic and political crisis (2015-2016) (Figure 6). 
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Figure 6. Brazil: Convergence in Access to Durable Goods by Households (% of 
Brazilian households) 

 

Source: Góes & Karpowicz (2017) using PNAD and IMF data. 

However, these aggregate trends at the national level only provide a partial picture of 
poverty and inequality in Mercosur countries. First, the incidence of poverty dramatically 
differs within the regional bloc. At 9.7% (2014), Uruguay has the lowest poverty rate on 
the Latin American continent; whereas Paraguay’s poverty headcount ratio is more than 
twice as high with 22.6% (World Bank). Second, within each country, geographic 
disparities can be even more significant, with certain areas being completely excluded 
from economic growth. A recent study shows, for instance, that the rate of chronic 
poverty,6 estimated at a 20% national average for Brazil, can range from 5% in the Santa 
Catarina region to up to 40% in Ceará, a ratio close to the high poverty levels of Honduras 
(Alvaredo & Gasparini, 2015). Third, the depth and persistence of poverty differ between 
rural and urban areas. While urban areas may provide greater opportunities for social 
mobility than rural regions, they are also more likely to concentrate larger pockets of 
poverty. This means that the social analysis cannot be confined to aggregate indicators 
but must also seek to factor in geographic disparities, whether this pertains to poverty, 
unemployment or income inequality.  

Notwithstanding the persistence of pockets of poverty and social ills affecting most 
severely certain regions and segments of the population,7 the combination of vibrant 
economic growth and targeted social policies played a significant role in reducing regional 
inequality in the twenty-first century. For instance, Brazil, a continental economy 
characterized by wide regional economic disparities, experienced a notable decline in both 
intra- and inter-regional inequality between 2004 and 2014, although some of these gains 

                                    
6 Using cross-sectional datasets from Dang et al (2014) and Dang & Lanjouw (2015), the authors define a 
household as chronically poor if it was poor in both 2004 and 2012.  
7 For greater details, see sections on labour rights below and the human rights analysis.  
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were undermined by the economic recession of 2015-2016. These trends were evident 
under various measures (e.g. Gini, income distribution by quintile), whether tracing 
inequality at the state, regional and federal levels (Figure 7). One of the most notable 
achievements of the 2004-2014 period is the fact that income grew faster in the poorer 
regions of the North, Northeast, and Midwest (blue, navy, and yellow lines in third chart 
of Figure 7). 

Figure 7. Income convergence between and within Brazilian states and regions 

 

 
 
Brazil: Real Income Per Capita Growth, 
by Region and Percentile, 2004–2014 
(Average real income growth per year; 
average across states per quintile; adjusted 
for spatial-price differences) 

Brazil: Distribution of Within-State Gini 
Coefficients (2004-14) 

 

 

 

 

Source: Góes & Karpowicz (2017) using PNAD and IMF data. 

However, Brazil’s political and economic crisis of 2015-2016 eroded some of the gains 
achieved during the previous decade. Not only did unemployment more than doubled 
between 2014 and 2017 (reaching a peak of 13.7% in March 2017) but income inequality 
(Gini) and poverty also climbed back (Skoufias et al 2017). These trends were exacerbated 
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by budget cuts in the Bolsa Familia family poverty relief program that had played a central 
role in rolling back poverty and inequality in the previous decade. Although these negative 
trends jeopardized Brazil’s economic miracle, the country has begun to recover from the 
economic recession, e.g. with unemployment steadily receding from 13.7% in March to 
11.8% December 2017.8 

4.2.2.  Overview of Core Labour Standards in the EU and Mercosur 

In its 1998 Declaration on Fundamental Principles and Rights at Work, the International 
Labour Organisation (ILO) established four core labour standards that are deemed 
universal and have since served as a benchmark for the protection of workers’ rights: 1) 
freedom of association and the effective recognition of the right to collective bargaining; 
2) the elimination of all forms of forced or compulsory labour; 3) the effective abolition of 
child labour; 4) and the elimination of discrimination in respect of employment and 
occupation. These four core labour standards are protected by the following eight 
fundamental conventions:  

1. Freedom of Association and Protection of the Right to Organise, 1948 (Convention 
87)   

2. Right to Organise and Collective Bargaining, 1949 (Convention 98)  
3. Forced Labour, 1930 (Convention 29)  
4. Abolition of Forced Labour, 1957 (Convention 105)  
5. Minimum Age, 1973 (Convention 138)   
6. Worst Forms of Child Labour, 1999 (Convention 182)   
7. Equal Remuneration, 1951 (Convention 100)  
8. Discrimination (Employment and Occupation), 1958 (Convention 111)   

 
Since the Declaration on Social Justice for a Fair Globalization in 2008 (the Social Justice 
Declaration, the ILO has put increasing emphasis on the “governance Conventions”, i.e. 
conventions considered to be the “most significant from the viewpoint of governance.” 
These are considered to be “priority instruments” for their importance to the functioning 
of the international labour system. They include: the Labour Inspection Convention, 1947 
(No. 81); the Employment Policy Convention, 1964 (No. 122); the Labour Inspection 
(Agriculture) Convention, 1969 (No. 129); and the Tripartite Consultation (International 
Labour Standards) Convention, 1976 (No. 144). 

Mercosur’s approach to labour standards  

Mercosur members have been supportive of the International Labour Organisation since 
its foundations. Their enforcement of international labour standards is conditioned both by 
individual members’ ratification of ILO conventions as well as regional institutions. All 
Mercosur members have ratified the 8 fundamental Conventions, with the exception of 
Brazil, which has not ratified convention 87 on Freedom of association and protection of 
the right to organise (1948). No Mercosur member has ratified all four governance 
Conventions, with the exception of Uruguay. Other members ratified at least two 
(Paraguay) or three (Brazil and Argentina) out of these governance conventions, the least 

                                    
8 See Instituto Brasileiro de Geografia e Estatística: https://ww2.ibge.gov.br/english/ 

http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:::NO:12100:P12100_ILO_CODE:C087:NO
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:::NO:12100:P12100_ILO_CODE:C087:NO
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:::NO:12100:P12100_ILO_CODE:C098:NO
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:::NO:12100:P12100_ILO_CODE:C029:NO
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:::NO:12100:P12100_ILO_CODE:C105:NO
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:::NO:12100:P12100_ILO_CODE:C138:NO
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:::NO:12100:P12100_ILO_CODE:C182:NO
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:::NO:12100:P12100_ILO_CODE:C100:NO
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:::NO:12100:P12100_ILO_CODE:C111:NO
https://ww2.ibge.gov.br/english/
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ratified convention being – in Mercosur as elsewhere – convention 129 (1969) on Labour 
Inspection in Agriculture. 

4.2.3.  Overview of Labour Rights Enforcement in Mercosur Members  

The situation of workers’ rights in the Mercosur region is one of many contrasts. On the 
one hand, labour movements have traditionally played an important role in Latin American 
politics, although this influence differs among Mercosur countries. Burgess (2010) defines 
four types of relations between labour groups and the state across Latin America: labour 
populism, pluralist welfarism, paternalist dictatorship and conservative oligarchy. Brazil 
and Argentina are defined as labour populist regimes with strong unions with close links 
to the state or a political party. Uruguay is classified as pluralist welfarism, characterised 
by relatively generous social policies, strong rule of law and weak ties between the state 
and trade unions. Paraguay, despite having democratically elected governments since 
1992, has labour relations and a welfare system that are in part conditioned by its previous 
history of paternalistic dictatorship. The nature of these labour-state relationships has 
shaped the enforcement – or lack thereof – of workers’ rights and the scope of social 
protection among Mercosur members. 

Indeed, officially, Mercosur countries have shown support for the ILO since its foundations 
and ratified most ILO core conventions. In practice, however, there is a persistent gap 
between de jure labour standards and de facto labour standards that stems not only from 
state-labour relations, but also the significant incidence of informal employment in the 
region, the strong regional disparities among and within Mercosur members, as well as 
the promotion of labour market flexibilisation policies by international financial institutions.  

The following analysis of fundamental labour rights draws on the NORMLEX database to 
examine recent cases submitted to the ILO Committee of Experts on the Application of 
Conventions and Recommendations (thereafter CEACR or Committee of Experts). The rest 
of this section highlights contentious issues in the implementation of ILO standards in 
Mercosur and compare it with recent cases submitted in the EU. Arguably, comments and 
requests provided by the CEACR on issues of compliance may not always reflect higher 
levels of non-compliance in one country but rather greater attachment or activism in 
certain spheres like non-discrimination. Yet, when put in perspective with other measures 
of labour rights enforcement, expert sources and stakeholder consultation, they provide 
an indication of the main challenges of labour rights enforcement in Mercosur countries.  

Freedom of association and right to collective bargaining 

Unions’ rights in Mercosur countries are officially well protected given the important 
political role played by labour organisations in national and local politics. However, as in 
most labour standards in the region, their enforcement on the ground depends on the 
sector and the region under consideration. National labour laws protect both freedom of 
association and the right to collective bargaining.9 As mentioned above, all Mercosur 
members have ratified fundamental conventions 87 and 98, with the exception of Brazil, 

                                    
9 A study of ILO National Labour Law country profiles reveals the large of legal scope of labour standards in 
each Mercosur country with regard to trade union and employers’ association regulation, collective bargaining 
and agreements, workers’ representation in companies, dispute settlements, labour courts as well as strikes 
and lock outs.  
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that has yet to sign convention 87. Up until the 2017 labour reform, Brazilian employees 
were mandatorily enrolled in a union and organised labour continues to exert strong 
influence to protect workers’ rights. The latter reform has been criticised by Brazil’s Unified 
Workers’ Centre for undermining not only union rights and collective bargaining but also 
for having broader repercussions on working conditions including overtime, holidays as 
well as part-time work (ILO, 2018). These issues were raised emphatically by Brazilian 
stakeholders during a consultation held in Brussels.  

Using ILO statistics, Figure 8 compares the levels of union density and union concentration 
between Mercosur members, while Figure 9 measures the enforcement of freedom of 
association and the overall protection of labour rights based on data from the World Justice 
Project.10  

Figure 8. Union density and concentration among Mercosur members 
 Union density11  Union concentration12 
Argentina  27,7 high 
Brazil 18,9 low 
Paraguay 6,7 low 
Uruguay 30.1 high 

Source: ILOSTAT, Roberts (2014). 

Figure 9. Measures of freedom of association and labour rights protection in 
Mercosur 

                                    
10 The World Justice Project (WJP) provides data on the rule of law. The 2017-2018 edition covers 113 
countries and jurisdictions, relying on more than 110,000 household surveys and 3,000 expert surveys to 
measure how the rule of law is experienced in practical, everyday situations by the general public worldwide. 
Performance is measured using 44 indicators across eight primary rule of law factors, each of which is scored 
and ranked globally and against regional and income peers. The two indicators displayed here fall under the 
Fundamental Rights category and are defined in the following terms: 4.7 Freedom of assembly and association 
is effectively guaranteed; and 4.8 Fundamental labour rights are effectively guaranteed. For more details, see 
https://worldjusticeproject.org/our-work/wjp-rule-law-index  
11 Latest ILO data: Argentina, 2014; Brazil, 2016;  Paraguay, 2015; Uruguay, 2013. 
12 Roberts’ defines three types of union concentration in Latin America: 1) “low” union concentration as 
indicating that less than 40% of union members belong to the largest labor confederation; 2) a “medium” 
ranking indicating that between 40 and 70 % of union members belong to the largest confederation; 3) and a 
“high” ranking for over 70%.  

https://worldjusticeproject.org/our-work/wjp-rule-law-index
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Source: World Justice Project, 2017. 

The fact that Mercosur workers are officially free to organise and that unions play a non-
negligible role both in national politics and collective bargaining doesn’t mean that workers 
in all sectors are always represented or protected, nor that union rights are fully enforced. 
In fact, several reports have documented workers’ rights violations across Mercosur 
countries. Figure 10 draws on the NORMLEX database to review cases submitted to the 
ILO Committee of Experts on the Application of Conventions and Recommendations 
(thereafter CEACR or Committee of Experts) that reflect contentious issues in the 
implementation of ILO standards in Mercosur and compares it with recent cases submitted 
in the European Union. Cases related to unions’ rights are among the most common 
complaints brought to the CEACR. Arguably, comments and requests provided by the 
CEACR on issues of compliance may not always reflect higher levels of non-compliance in 
one country but rather greater attachment or activism in certain spheres like non-
discrimination. Yet, when contextualised and cross-examined with other relevant data and 
reports, analysis of CEACR cases provide a detailed account of the situation of workers’ 
rights in any given country. 
 
Figure 10. Convention 87 and 98 cases brought to CEACR in Mercosur and EU 
countries13 
ILO Core Labour 
standards 
 

Examples of cases reviewed by ILO Committee of Experts 

Mercosur MEMBERS14 EUROPEAN UNION 

Freedom of 
association and 
the effective 
recognition of the 
right to collective 
bargaining 

• State measures infringing 
upon freedom of association 
(A), right to strike (A), trade 
union election (A) 

• Investigation of killings of 
trade union leaders (B) 

Curtailment of right to strike 
in municipal administrations; 
collective bargaining rights of 
self-employed workers; Right 
of workers’ organisations to 
elect their representatives in 

                                    
13 Cases are selected according to three criteria: 1) relevance to core labour standards; 2) nature of ILO 
comments (direct requests, as opposed to simple observation); 3) recency of the case (four years maximum). 
14 A = Argentina; B = Brazil; P = Paraguay; U= Uruguay. 
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(conventions 87 
and 98) 

• Inadequate protection of 
collective bargaining (A, B) 

• Inadequate protection 
against anti-union 
discrimination (A, B)  

 

full freedom and to organize 
their activities and formulate 
their programmes 

Source: ILO Normlex, 2018. 

Figure 10 illustrates the gap between de jure and de facto labour standards in Mercosur 
countries by revealing the wide extent of unions’ rights violations, ranging from political 
reforms undermining freedom of association to anti-union persecution and murders of 
union leaders. Workers’ rights violations have recently been raised in the ILO Committee 
of Experts in relation to all Mercosur members with the exception of Uruguay, where 
infringements upon workers’ rights are both rarer and more benign. Indeed, Uruguay 
ranks first in the region in the World Justice Project Rule of Law Index. 

Elimination of all forms of forced and compulsory labour 

While both national labour laws and ILO commitments (ratification of conventions 29 and 
105) have made forced labour illegal in all Mercosur countries, this phenomenon has 
endured in various forms in the region including agricultural forced labour under conditions 
of debt bondage in the Brazilian Amazon region, cattle ranchers in Paraguay’s Chaco 
region, or domestic workers throughout the region.15 Indigenous populations, internal 
migrants (often victims of human trafficking), blacks or mestizos (mixed-raced), women 
and children are the most vulnerable to these practices. A combination of geographic and 
socio-economic factors have contributed to the persistence of forced labour. These include, 
among others, a weak state presence in remote areas, low investment in education 
resulting in poor literacy and numeracy levels, poverty, unequal land distribution as well 
as the lack of identity documents that render victims invisible to national authorities 
(International Labour Office, 2005; Costa, 2009).  

Figure 11. CEACR cases related to forced labour in Mercosur and EU countries16 

ILO Core Labour 
standards 
 

Examples of cases reviewed by ILO Committee of Experts 
Mercosur MEMBERS17 EUROPEAN UNION 

Elimination of all 
forms of forced or 
compulsory labour 
(conventions 29 
and 105) 

• Work of prisoners for private 
enterprises (A) 

• Exploitation and debt 
bondage of indigenous 
populations (P) 

Work of prisoners for private 
enterprises; trafficking in 
persons; exploitation of 
foreign workers in an irregular 
situation;  Imposition of 
sentences of imprisonment 
involving the obligation to 

                                    
15 The definition of slave labour in Brazil (trabalho escravo) is close to the ILO’s notion of forced labour but 
goes beyond it to include unacceptable or degrading working conditions. For convenience purposes, the term 
forced labour is used to cover both meanings in this section.  
16 Cases are selected according to three criteria: 1) relevance to core labour standards; 2) nature of ILO 
comments (direct requests, as opposed to simple observation); 3) recency of the case (four years maximum). 
17 A = Argentina; B = Brazil; P = Paraguay; U= Uruguay. 
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• Implementation of policies 
designed to eliminate forced 
or compulsory labour (B, P) 

• Work imposed on non-
convicted detainees (P) 

• Implementation of policies 
to combat human trafficking 
and exploitation (A) 

work as a means of labour 
discipline 

Source: ILO Normlex, 2018. 

Figure 11 sets out the types of cases related to compulsory labour in Mercosur countries 
as in the European Union. Latin American governments have responded to these cases, 
often with assistance from international organisations like the ILO. Brazil has arguably 
adopted some of the boldest reforms to combat forced labour over more than two decades. 
These efforts began with the creation in 1995 of an interministerial body to coordinate 
action against forced labour and have since included: the creation of the National 
Commission to Eradicate Slave Labour (CONATRAE), in charge of coordinating the First 
and Second National Plans to eradicate forced labour; the establishment of labour courts 
in regions concentrating cases of compulsory labour18 the drawing of the notorious “Dirty 
List” of companies employing forced labour; the monitoring of companies’ supply chains 
and the creation of the Special Mobile Inspection Group (GEFM). Between 1995 and 2008, 
the latter has rescued more than 30,000 forced workers. This progress dovetails with the 
process of labour formalization discussed above and confirm that the conjunction of 
favourable economic conditions and targeted political reforms can yield substantive socio-
economic results.  

Like Brazil, Paraguay has long been confronted to cases of forced labour, and more 
specifically debt bondage and exploitation of indigenous populations (especially in the 
Chaco region). In 2017, the CEACR estimated that least 8,000 workers were victims of 
forced labour in the Chaco region. Forced labour in Paraguay has been taken up by the 
ILO’s Committee of experts for 20 years, in parallel with efforts undertaken by the United 
Nations Permanent Forum on Indigenous issues, the Special Rapporteur on the rights of 
indigenous peoples and the ITUC for at least 20 years. In November 2016, the Paraguayan 
government adopted a new National Strategy for the Prevention of Forced Labour for 
2016-2020, designed to coordinate key government agencies to combat compulsory 
labour. Benefitting from ILO technical assistance, this program also aims to strengthen 
the labour inspectorate for the prevention and eradication of forced labour, by improving 
inspectors’ training, increasing their number and expanding their geographical distribution. 
The success of this program will hinge upon the political will of the government of Paraguay 
to seriously tackle this decade-old issue.19  

                                    
18 These programs consist of awareness campaigns, new sanctions against offenders, new measures aimed at 
increasing the release of forced labour victims through the intervention of mobile police units etc.  International 
Labour Office, ibid. 
19 This paragraph draws from the Normlex database and more specifically, Discussion: 2017, Publication: 106th 
ILC session (2017), Forced Labour Convention, 1930 (No. 29) – Paraguay, available at: 
http://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3330959  

http://www.ilo.org/dyn/normlex/en/f?p=1000:13100:0::NO:13100:P13100_COMMENT_ID:3330959
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Other measures in the region include targeted programmes like Argentina’s long efforts to 
combat human trafficking such as its national programme to combat trafficking in persons, 
as well as policies designed to combat discrimination against indigenous populations.20 

Effective abolition of child labour 

Like forced labour, the situation of child labour in Mercosur members is subject to wide 
regional disparities and contingent upon socio-economic factors like poverty, weak 
government presence and in low investment in education. The problem of child labour and 
the various political responses adopted by Mercosur governments are also linked with 
other human and labour rights issues such as forced labour, human trafficking and the 
situation of indigenous populations, some of which are discussed in the human rights 
analysis. Mirroring progress in poverty reduction and labour market formalisation, the 
conjunction of favourable socio-economic trends and targeted policy reforms have yielded 
tangible results and should continue to do so in the upcoming years absent political or 
economic reversals.  

Figure 12 compares cases related to child labour in Mercosur and EU countries. Analysis 
of CEACR comments over the past five years reveals not only persisting challenges 
regarding the regulation of child or youth employment but also marked interest in the 
policies and programs that Brazil, Argentina, Paraguay or Uruguay have developed over 
the past decade.  

Figure 12. CEACR cases related to child labour in Mercosur and EU countries21 

ILO Core Labour 
standards 
 

Examples of cases reviewed by ILO Committee of Experts 

Mercosur MEMBERS22 EUROPEAN UNION 

Effective abolition 
of child labour 
(conventions 138 
and 182) 

• Hazardous types of work (B, 
P, U) 

• Work performed in streets 
and public spaces (B) 

• Labour inspection (P) 
• Implementation of policies 

to eliminate child labour (B, 
A) 

 

Child trafficking; identifying 
and reaching out to children 
at risk; Roma and street 
children 

Source: ILO Normlex, 2018. 

Brazil has adopted a series of reforms since the 1990s that have contributed to the decline 
of child labour. This includes legislation banning work for anyone under 16 (1990 State 
and Adolescent State (ECA)); conditional cash transfers like the Child Labour Eradication 
Programme (PETI) and Bolsa Familía (which absorbed PETI’s cash transfers) that 
encourage families to take their children out of work and keep them in school. Combined 
with other measures to eradicate forced labour, these policies have achieved significant 

                                    
20 On indigenous populations, see the human rights analysis.  
21 Cases are selected according to three criteria: 1) relevance to core labour standards; 2) nature of ILO 
comments (direct requests, as opposed to simple observation); 3) recency of the case (four years maximum). 
22 A = Argentina; B = Brazil; P = Paraguay; U= Uruguay. 
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progress over the past two decades, although child labour (especially in the Nordeste) 
remains a persistent challenge to policy makers to this day.  

Likewise, over the past decade, Argentina has adopted several programs to protect child 
rights and better enforce conventions 138 and 182. In 2015, it adopted its third National 
Plan for the Prevention and Elimination of Child Labour (2016-2020). The previous 
quadrennial plan (2011-2015) helped develop a national information system compiling 
statistical data on child labour and promoted technical cooperation between national 
(CONAETI) and provincial (COPRETI) agencies working on the eradication of child labour. 
The Government also recently adopted legislation to make education compulsory from age 
4 and raised the national minimum age to 16 for agricultural and domestic work. These 
are only some of the initiatives adopted to eradicate child labour in Argentina.23 This multi-
faceted program has led to significant progress over the past fifteen years. According to a 
recent ILO-UNICEF report, between 2004 and 2014, the number of children engaged in 
work between the ages of 5 and 13 years fell by 66% and by 38% for adolescents of 14 
and 15 (ILO-UNICEF, n.d.).  

Paraguay has adopted a similar plan for the Prevention and Elimination of Child Labour 
and the Protection of Young Workers (2010-15) that includes similar measures such as 
data collection, conditional cash transfers (TEKOPORÃ), targeted programs for the 
reduction of child labour on the streets (ABRAZO). Uruguay’s own National Committee for 
the Elimination of Child Labour (CETI) adopted a plan of action for the elimination of child 
labour in waste collection (2011–15). These examples show that the eradication of child 
labour is a cause that all Mercosur members have embraced. Although there is still room 
for progress in certain regions and specific sectors of the informal economy, the declining 
trends of the past decade and a half provides hope for future progress in this realm.  

Elimination of discrimination in respect of employment and occupation 

Like many other social indicators and labour standards in Latin America, many traditional 
forms of discrimination such as gender, race, or social origin have receded over the past 
decade, including in Mercosur countries. This is partly due to national policies and 
international assistance related explicitly or implicitly to conventions 100 and 111. 
Meanwhile new forms of discrimination based on sexual orientation, age, HIV/AIDS and 
disabilities are brought new scrutiny (ILO, 2007).  

Figure 13 compares the ILO Committee of Experts’ comments and requests to Mercosur 
countries with issues raised in the European Union over the past five years (2012-2017). 
It also provides evidence on some of the anti-discrimination programs implemented in the 
region. In Europe, discrimination at work remains common despite the development of 
some of the broadest and most effective policies to combat discrimination at work. 
Minorities and migrants are the main targets, but discrimination based on gender, religion 
and age also persists, along with new forms of prejudice that are comparable to those 
found in Mercosur (e.g. sexual orientation or disabilities). 

                                    
23 For more details, see DOL: https://www.dol.gov/sites/default/files/images/ilab/child-labor/Argentina_0.pdf  

https://www.dol.gov/sites/default/files/images/ilab/child-labor/Argentina_0.pdf
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Figure 13. CEACR cases related to discrimination in Mercosur and EU countries24 

ILO Core 
Labour 
standards 
 

Examples of cases reviewed by ILO Committee of Experts 

Mercosur MEMBERS25 EUROPEAN UNION 

Elimination of 
discrimination 
in respect of 
employment 
and occupation 
(conventions 
100 and 111) 

• Occupational segregation and gender pay gap 
(P) 

• Discrimination on sex and sexual orientation; 
sexual harassment (P, B, U) 

• Measures related to protection against 
discrimination and equality (A, U) 

• Indigenous peoples (A) 
• Domestic workers (A, U) 
• Workers with disabilities (A, U) 
• Measures related to equality of opportunity and 

treatment irrespective of race, colour and 
ethnicity (B, U) 

• Wage gap legislation (U) 

Discrimination with 
regard to employment 
and occupation; 
Equality of opportunity 
and treatment 
irrespective of race, 
colour and national 
extraction; gender pay 
gap; sexual 
harassment  
 

Source: ILO Normlex, 2018. 

Overall, progress has been uneven across the Mercosur region, with discrimination against 
indigenous people, young black men and women persisting in various forms.26 For 
instance, the CEACR notes Brazil’s important strides in combating discrimination since the 
early 2000s, most notably with the creation of a Special Secretariat for Policies to Promote 
Racial Equality (SEPPIR) with ministerial rank. The CEACR notes Uruguay and Argentina’s 
efforts to eliminate racial discrimination through national programs (e.g. affirmative action 
measures for citizens of African descent in Uruguay) but points to uneven progress, 
encouraging Argentina to step up its anti-discrimination programs. With regard to gender 
issues, the ILO Committee of Experts also identifies wage differentials as one of the most 
persistent forms of inequality between men and women in Paraguay, similarly exhorting 
the Paraguayan government to adopt concrete measures to raise awareness on this issue 
and enforce the application of the principle of equal remuneration, while improving 
women’s access to a broad range of employment opportunities. Women’s rights, as well 
as indigenous rights, are discussed in greater details in the human rights section. 

4.3. Analysis  

4.3.1. Wages, income inequality and employment effects 

In the current context of economic resurgence, tapping external sources of growth has 
become a crucial pillar of the EU’s strategy to boost job creation and prop up incomes. The 
Commission’s focus on external trade as employment policy stems from the growing 
significance of export-related jobs for European labour markets. According to DG Trade’s 

                                    
24 Cases are selected according to three criteria: 1) relevance to core labour standards; 2) nature of ILO 
comments (direct requests, as opposed to simple observation); 3) recency of the case (four years maximum). 
25 A = Argentina; B = Brazil; P = Paraguay; U= Uruguay. 
26 Women’s rights and the conditions of indigenous peoples are dealt with more specifically in the human rights 
section. 
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own estimates, the proportion of jobs supported by extra-EU exports of goods and services 
has dramatically increased, rising from 1 in 11 jobs in 1995 to 1 in 7 jobs in 2011.   

Figure 14. EU employment supported by extra-EU exports: number of jobs in 
millions (left axis) and in % of total employment (right axis) 

 

Source: Rueda-Cantuche & Sousa, 2016. 

Manufacturing still represents close to 60% all jobs supported by extra-EU exports 
although the share of services exports has steadily increased (Rueda-Cantuche & Sousa, 
2016). As mentioned in the descriptive trade statistics, EU merchandise exports to 
Mercosur are dominated by manufacturing goods, including machinery (29%), vehicles 
and parts (17%). Still, the recent decline of EU-Mercosur trade in goods, as well as the 
growing significance of China in Mercosur’s external trade mean that the increase of 
export-related jobs cannot be taken for granted. However, the rapid increase of EU 
services exports to Argentina over the past few years – a 36% increase between 2010 and 
2015 – shows that there is considerable potential for job creation in what some have 
described as the “sleeping giant” of the EU economy (Hamilton and Quinlan, 2015).  

The trend toward the growing scale of services exports does not mean, however, that 
services should be fully dissociated from manufacturing and agricultural exports. In effect, 
40% of all employment supported by the primary and secondary sectors correspond to 
“mode 5 services”27 (a ratio that varies from 19 to 62% depending on the sector) (Rueda-
Cantuche & Sousa, 2016). Whether they’re affiliated with the services or manufacturing 
sector, export-related jobs are known for being high-skilled and better paid than average 
wages.28 Employment and income are key to assessing whether the agreement will reach 
the most vulnerable sectors of the respective societies. We use a CGE model to calculate 
changes in the level of employment by sector in each country. This can be also assessed 

                                    
27 Mode 5 services are labelled as products and, therefore, subject to GATT rules. For more details, see Cernat 
and Kutlina-Dimitrova, 2014.  
 
28 Using data from 164,000 workers, a recent study by the US International Trade Commission reveals that 
contrary to what people might expect, the wage earnings premium is not only greater for blue-collar workers 
than for white collars but also more significant in the manufacturing sector than in the services industry.  See 
Riker, 2015. 
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further by distinguishing between different types of employment (unskilled, skilled) and 
different types of households.  

Table 16 summarizes some broad social effects of the EU-Mercosur FTA, from our CGE 
analysis. Welfare effects are significant for the EU, Brazil and Argentina, while they are 
neutral for Uruguay and Paraguay. On the other hand, we see that unskilled labour wages 
are anticipated to increase more in real terms than skilled labour wages, such that poorer 
people who are primarily unskilled may have their incomes catching up with those of the 
richer skilled people. Furthermore, consumer prices are expected to fall in all Mercosur 
members, which is again a positive development for poorer people in particular. The rise 
in prices in the EU is a result of greater demand and is in tune with the real wages 
increases. All the effects discussed here hold good in both conservative and ambitious 
scenarios, but the latter is much stronger than the former, in the same direction. 
Therefore, in terms of real wages and income distribution, we can clearly say that the EU-
Mercosur FTA can have positive social effects in the EU and in Mercosur countries. Table 
17 to Table 20 show that in Mercosur and EU, skilled labour employment increases more 
than or as much as employment in unskilled labour in all sectors. This is because the 
wages of unskilled labour grows more than those of skilled labour as seen in  

Table 16. In other words, the mix of sectors broadly result in a tendency towards a greater 
demand for skilled labour than unskilled labour in the whole economy. 

Table 16. Welfare, real wage and price effects on EU and MERCOSUR Members 

Source: CGE Modelling Results.  

Table 17. Sectoral Unskilled Employment changes in the Conservative Scenario  

Sectors EU_28 Brazil Argentina Uruguay Paraguay 
Cereals -0.4 2.0 0.7 0.5 0.3 
Rice -0.4 1.2 0.9 0.1 -1.0 
Veg_FN -0.5 2.2 3.6 2.6 -0.1 
Osd_Vo -0.5 2.5 1.8 0.2 0.1 
Sugar -0.8 1.8 1.0 -0.2 -0.1 
P_Afibers -0.4 1.3 0.8 0.7 -0.2 
Bovine_mt -0.7 1.3 1.6 2.5 0.2 
other_mt -0.3 2.1 -0.2 -0.8 -0.1 
other_ap -0.3 1.8 1.7 2.9 -0.1 
Bev_T 0.0 -0.2 -0.2 -2.0 -0.7 
Dairy -0.2 -0.3 0.5 -1.5 -0.1 

 Conservative Scenario Ambitious Scenario 
Region Welfare 

($ billion) 
Real 
Wages 
(Skilled) 

Real Wages 
(Unskilled) 

Consumer 
Prices 

Welfare 
($ billion) 

Real 
Wages 
(Skilled) 

Real 
Wages 
(Unskilled) 

Consumer 
Prices 

EU_28 8.7 0.2 0.2 0.2 12.0 0.3 0.3 0.3 
Brazil 2.0 0.0 0.0 -1.5 2.9 0.0 0.0 -2.1 
Argentina 2.1 0.2 0.3 -1.0 2.9 0.3 0.4 -1.4 
Uruguay -0.1 0.2 0.4 -0.6 0.0 0.3 0.8 -0.6 
Paraguay 0.0 0.2 0.3 -0.4 0.0 0.2 0.3 -0.5 
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Woodpaper -0.1 0.0 -0.5 1.4 -1.0 
Coal -0.1 0.5 0.4 0.1 0.1 
Oil -0.1 0.4 0.2 0.0 0.0 
Gas -0.8 2.6 2.0 -4.6 -3.5 
Minerals -0.1 0.4 0.4 0.0 0.2 
otherFP -0.3 1.1 0.7 0.8 -0.9 
Textile_Lea -0.1 0.4 -0.1 1.6 -0.4 
Che_Rub 0.1 -0.5 -0.8 -1.7 -2.1 
Petrol_Coal 0.0 -0.5 -0.6 -0.9 -0.2 
Metal_pro 0.1 -2.6 -1.6 -4.7 -2.6 
NonM_Mineral 0.1 0.2 0.2 -0.4 -0.9 
Motor_Trans 0.4 -2.0 -3.4 -11.9 -2.8 
Machinery 0.3 -4.1 -2.1 -1.5 -3.3 
Elect_equip -0.4 1.2 1.4 1.0 0.3 
Electricity -0.1 -0.5 -0.7 -1.3 0.8 
Utility 0.2 0.2 0.2 0.1 0.2 
Transport -0.1 -0.2 -0.4 -0.3 -0.1 
Com_BusiSer -0.1 0.1 -0.2 0.1 0.0 
FinSer -0.2 -0.3 -0.1 -0.2 -0.1 
Recre_OthSer -0.1 -0.2 -0.1 -0.5 -0.1 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Table 18. Sectoral Skilled Employment changes in the Conservative Scenario 

Sectors EU_28 Brazil Argentina Uruguay Paraguay 

Cereals -0.4 2.0 0.7 0.6 0.4 

Rice -0.4 1.2 0.9 0.2 -1.0 

Veg_FN -0.5 2.2 3.6 2.7 -0.1 

Osd_Vo -0.5 2.5 1.9 0.3 0.1 

Sugar -0.8 1.8 1.0 0.0 0.0 

P_Afibers -0.4 1.3 0.8 0.7 -0.2 

Bovine_mt -0.7 1.3 1.7 2.7 0.3 

other_mt -0.3 2.1 -0.1 -0.5 0.0 

other_ap -0.3 1.8 1.7 3.0 -0.1 

Bev_T 0.0 -0.2 -0.1 -1.7 -0.5 

Dairy -0.1 -0.3 0.6 -1.4 -0.1 

Woodpaper -0.1 0.0 -0.4 1.7 -0.9 

Coal -0.1 0.5 0.4 0.1 0.1 

Oil -0.1 0.4 0.2 0.1 0.0 

Gas -0.8 2.6 2.1 -4.5 -3.4 

Minerals -0.1 0.4 0.4 0.1 0.2 

otherFP -0.3 1.1 0.8 1.1 -0.8 

Textile_Lea -0.1 0.4 0.0 1.9 -0.3 

Che_Rub 0.1 -0.5 -0.7 -1.3 -1.9 

Petrol_Coal 0.0 -0.5 -0.5 -0.5 0.0 

Metal_pro 0.2 -2.6 -1.5 -4.4 -2.5 
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NonM_Mineral 0.1 0.2 0.4 0.0 -0.8 

Motor_Trans 0.5 -2.0 -3.3 -11.6 -2.7 

Machinery 0.4 -4.1 -2.0 -1.2 -3.2 

Elect_equip -0.4 1.2 1.5 1.3 0.5 

Electricity 0.0 -0.5 -0.6 -1.0 1.0 

Utility 0.2 0.2 0.4 0.5 0.4 

Transport 0.0 -0.2 -0.2 0.1 0.1 

Com_BusiSer -0.1 0.1 0.0 0.4 0.1 

FinSer -0.2 -0.3 0.1 0.2 0.1 

Recre_OthSer 0.0 -0.2 0.0 -0.2 0.0 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Table 19. Sectoral Unskilled Employment changes in the Ambitious Scenario 

Sectors EU_28 Brazil Argentina Uruguay Paraguay 
Cereals -0.6 2.8 1.3 0.2 0.7 
Rice -0.6 1.8 1.2 -0.4 -1.3 
Veg_FN -0.6 2.6 3.8 2.5 -0.1 
Osd_Vo -0.6 3.5 2.5 -0.4 0.3 
Sugar -1.1 2.7 1.3 -0.6 0.2 
P_Afibers -0.5 1.7 0.9 0.7 -0.3 
Bovine_mt -1.3 2.2 3 4.7 0.6 
other_mt -0.4 3.3 -0.1 -1.9 -0.2 
other_ap -0.4 2.7 2 3.6 -0.1 
Bev_T 0 -0.3 -0.2 -2.6 -0.8 
Dairy -0.2 -0.3 0.8 -2.6 -0.1 
Woodpaper -0.1 0.1 -0.7 1.1 -1.3 
Coal -0.1 0.8 0.5 0 0.1 
Oil -0.1 0.6 0.3 0 0.1 
Gas -0.8 -0.6 2.8 -14.8 -9.8 
Minerals -0.1 0.5 0.5 0.1 0.2 
otherFP -0.3 1.2 0.8 0.4 -1.2 
Textile_Lea -0.1 0.6 -0.2 1 -0.4 
Che_Rub 0.1 -0.5 -0.9 -2.5 -2.5 
Petrol_Coal 0 -0.8 -0.9 -1.3 0 
Metal_pro 0.1 -3.2 -1.8 -6.2 -3.2 
NonM_Mineral 0.1 0.1 0.2 -0.5 -1.2 
Motor_Trans 0.5 -2.2 -4.1 -15 -3.4 
Machinery 0.5 -5.5 -3.2 -2.3 -4.7 
Elect_equip -0.5 1.7 1.8 0.9 0.7 
Electricity -0.1 -0.9 -1.1 -1.8 1 
Utility 0.3 0.1 0 0.4 0.2 
Transport -0.1 -0.3 -0.6 -0.6 -0.2 
Com_BusiSer -0.1 0 -0.3 -0.2 -0.1 
FinSer -0.2 -0.4 -0.1 -0.4 -0.3 
Recre_OthSer -0.1 -0.2 -0.2 -0.7 -0.2 
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Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

Table 20. Sectoral Skilled Employment changes in the Ambitious Scenario  

Sectors EU_28 Brazil Argentina Uruguay Paraguay 

Cereals -0.6 2.9 1.4 0.3 0.7 

Rice -0.6 1.8 1.3 -0.2 -1.2 

Veg_FN -0.6 2.6 3.8 2.6 -0.1 

Osd_Vo -0.6 3.5 2.5 -0.1 0.4 

Sugar -1.1 2.7 1.4 -0.3 0.3 

P_Afibers -0.5 1.8 1 0.8 -0.2 

Bovine_mt -1.3 2.2 3.1 5 0.7 

other_mt -0.4 3.3 0 -1.4 0 

other_ap -0.4 2.7 2.1 3.8 -0.1 

Bev_T 0 -0.3 -0.1 -2.1 -0.7 

Dairy -0.2 -0.3 0.9 -2.3 0.1 

Woodpaper -0.1 0.1 -0.5 1.6 -1.2 

Coal -0.1 0.8 0.5 0.1 0.2 

Oil -0.1 0.6 0.3 0.1 0.1 

Gas -0.8 -0.6 2.9 -14.6 -9.7 

Minerals -0.1 0.5 0.6 0.2 0.2 

otherFP -0.3 1.2 0.9 0.9 -1 

Textile_Lea -0.1 0.6 0 1.6 -0.2 

Che_Rub 0.1 -0.5 -0.8 -2 -2.3 

Petrol_Coal 0 -0.8 -0.8 -0.8 0.2 

Metal_pro 0.2 -3.2 -1.7 -5.7 -3 

NonM_Mineral 0.2 0.2 0.3 0.1 -1 

Motor_Trans 0.5 -2.1 -3.9 -14.5 -3.2 

Machinery 0.5 -5.5 -3 -1.7 -4.5 

Elect_equip -0.5 1.7 2 1.5 0.9 

Electricity 0 -0.9 -0.9 -1.3 1.2 

Utility 0.3 0.1 0.2 1 0.4 

Transport 0 -0.3 -0.4 0.2 0.1 

Com_BusiSer -0.1 0 -0.2 0.3 0.1 

FinSer -0.2 -0.4 0 0.2 0.0 

Recre_OthSer -0.1 -0.2 0 -0.1 0.0 

Source: CGE Modelling Results. All numbers are in % changes relative to baseline. 

4.3.2. Expected scope of Mercosur-EU FTA and potential impact on core labour 
standards 

The EU’s approach to the trade-labour linkage 
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All EU member states have ratified the eight ILO fundamental conventions since 2007, as 
well as the priority convention on labour inspection since 2009. Most of them have also 
ratified the main social governance conventions (e.g. employment policy and tripartite 
consultation) while many have ratified other conventions supporting the four strategic 
objectives of the Decent Work Agenda: employment, social protection, social dialogue and 
tripartism and fundamental principles and rights at work (ILO, 2018). The EU has 
progressively intensified its support in its internal and external policies and actions for ILO 
standards, frameworks and initiatives such as: support for core labour standards (2001, 
2012), social dimension of globalisation (2004), decent work (2006), global jobs pact 
(2009) and social protection floors (2012). Additionally, the EU has played an instrumental 
role in the development of many ILO initiatives, among which the Maritime Labour 
Convention (2006) and the joint EU-ILO Tackling Child Labour through Education (TACKLE) 
program (ILO, 2012). Finally, the EU promotes international labour standards as part of 
its trade strategy (see below). 

The general convergence of EU and ILO policy goals must not obscure national differences 
in compliance with ILO standards across the EU. A close analysis of the ILO 2016 report 
on the “Application of International Labour Standards” and the latest data available (2015) 
from the NORMLEX information system reveals a wide range of compliance issues among 
EU member states (ILO, 2016a). Several fundamental labour conventions feature among 
the most common conventions subject to direct requests from the ILO. In 2015, the 
conventions subject to the greatest number of cases pertain to freedom of association and 
the effective recognition of the right to collective bargaining (conventions 87 and 98) and 
have involved many different EU member states, among which Portugal, Germany, 
Romania, Poland and Hungary. Direct requests by the ILO were also brought with regard 
to the effective abolition of child labour (conventions 138 and 182) (e.g. Greece, Hungary), 
and the elimination of discrimination in respect of employment and occupation (e.g. 
Denmark). Beyond core labour standards, the 2006 Maritime Labour Convention has been 
also frequently subject to compliance issues, as have Governance conventions like 
Convention 81 Labour Inspection Convention and Convention 129 on Labour Inspection.  

In the trade policy sphere, the EU has given increasing prominence to the promotion of 
international labour standards. The current trade and sustainable development chapter 
builds upon previous FTAs. As part of the EU-Mercosur AA, trading partners:  

• commit to “respect, promote and effectively implement” core labour standards as 
defined by Fundamental ILO Conventions; 

• reassert their right to regulate labour issues;  

• commit to promote decent work as provided by the Declaration on Social Justice 
for a Fair Globalization of 2008; 

• recognize the importance of responsible supply chains and supports the 
dissemination of good practices e.g. through international collaboration. 

The Commission proposal for the Trade and Sustainable Development Chapter follows the 
EU’s consultative and cooperative approach to dispute settlement. Indeed, the EU has long 
relied on consultation and persuasion for enforcement, with the notable exception of the 
EU’s CARIFORUM economic partnership agreement that, at least on paper, allows for 
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economic sanctions. This means that unlike in U.S. and Canadian RTAs, failure to enforce 
labour provisions would not result in trade sanctions (ILO 2016).  

The TSD chapter as proposed by the EU will establish institutional procedures to: 

• monitor the implementation of the agreement (Sub-Committee on Trade and 
Sustainable Development, Civil Society Forum, Domestic Advisory Groups); 

• review alleged violations of the agreement (Panel of Experts); 

• and conduct an assessment of the FTA, including by incorporating feedback from 
stakeholders. 

Depending on the political will of EU and Mercosur countries, as well as the assistance 
provided by civil society stakeholders (e.g. unions, non-profit organisations, SMEs, 
business associations) and external experts (e.g. ILO), these institutional mechanisms 
could very well encourage trading partners to build upon the social progress achieved in 
the Mercosur region. Yet, at the same, the persistence of labour rights violations and the 
limited evidence on the effectiveness of labour provisions in trade agreement means that 
the protection of workers’ rights will require sustained commitment both in the EU and 
Mercosur. 

Mercosur's approach to the trade-labour linkage 

Despite Mercosur’s official commitment to the protection of international labour standards 
at the national and regional levels, its trade agreements have hitherto provided little scope 
for the trade-labour linkage. Indeed, none of the trade agreements signed by Mercosur as 
a trading bloc contains any labour chapter. This should not be interpreted as a lack of 
concern for the enforcement of labour standards. However, this means that the prospect 
of an EU-Mercosur Association Agreement offers great opportunities to strengthen the 
links between trade integration and labour protection through the inclusion of a chapter 
on sustainable trade and development. 

4.3.3.  Potential impact on core labour standards 

This section provides an overview of the potential impact of the EU-Mercosur AA on core 
labour standards focusing primarily on three measures: the liberalization of trade in goods 
and services, the potential use of labour provisions to improve core ILO standards and the 
linkages between trade, environmental protection and workers’ rights. The potential 
effects of the EU-Mercosur AA are discussed in the light of recent policy reforms adopted 
in the Mercosur region. 

Freedom of association and right to collective bargaining 

As previously mentioned, cases relating to freedom of association and the effective 
recognition of the right to collective bargaining are among the most common occurrences 
among those reviewed by the CEACR. Thus, despite the EU and Mercosur countries’ 
adherence to conventions 87 and 98 (with the exception of Brazil that has yet to sign 
convention 87), there are still many cases in Mercosur and across the EU, where freedom 
of association and the right to collective bargaining are being infringed upon.  
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The contrasted experience of union density trends in Argentina and Brazil within a context 
of increased trade openness shows the tenuous causal link between increased import 
competition (especially from China) and union density. While Argentina’s union 
membership dropped from 37% to 28% between 2005 and 2014, Brazil’s unionisation rate 
showed greater resilience, sliding down from 18.9% in 2005 to 16.2% in 2013, before 
climbing back to 18.9% in 2016 (ILOSTAT). 

Our analysis of the EU-Mercosur AA’s aggregate and sectoral impacts shows that these 
are not projected to be significant enough to prompt a set of labour reforms in Mercosur 
countries or the EU. This means that the impact that the EU-Mercosur AA might have on 
worker rights may depend more on the content and implementation of the TSD chapter 
than on structural changes related to the economic impact of the agreement.  

Because protecting freedom of association, collective bargaining and the right to strike can 
face considerable obstacles to enforcement, the success of the Agreement's provisions on 
labour will depend on civil society inclusion in monitoring, sustained resource allocation 
and feedback loop mechanisms. First, evidence shows that transnational cooperation 
among trade unions can lead to knowledge transfer and resource aggregation (Gordon, 
Gordon and Turner, 2000). To overcome monitoring and enforcement problems, the 
support of transnational alliances and international institutions could bring new visibility 
to cases of anti-union practices, as reflected by the cooperation between North American 
unions under the North American Agreement on Labour Cooperation. Yet, as the limited 
results of NAFTA’s labour side agreement reveal, awareness is only one step toward 
effective enforcement of unions’ rights. Indeed, transnational exchanges and international 
cooperation by themselves cannot solve all problems and must go hand in hand with 
national policies designed to improve enforcement. Second, monitoring and labour 
inspection programs must be funded adequately to allow sustained participation of labour 
organisations. Both Brazil’s success in rolling back forced labour and Argentina’s 
achievements in labour formalisation prove that labour inspection can play a crucial role 
in protecting workers’ rights, a lesson that would likely apply to freedom of association 
and collective bargaining. Policy experiments in the region have shown that the ILO can 
be a crucial partner in Latin America, not only as a source of international law protecting 
workers’ rights through ILO conventions, but also as an on-the-ground actor participating 
in the very enforcement of labour provisions by measuring policy outcomes, partnering 
with employers and workers association. 

Forced labour and child labour 

The enforcement of national and international labour standards in Mercosur are strongly 
linked with one defining feature of the labour market in Mercosur countries: the multi-
faceted nature of informal employment. This is particularly relevant for cases of child 
labour and forced labour which, unlike other forms of workers’ rights violations, are 
concentrated in the informal economy.  

Additionally, any attempt to measure the impact of a trade agreement on Mercosur 
economies needs to take stock of the duality of employment and the potential effects that 
informal employment might have on labour mobility and wages. However, this requires 
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overcoming two main challenges.29 The first issue lies in the conventional exclusion of 
agricultural jobs from measures of informality, providing only a partial picture of informal 
employment.30 The second is linked to the complex nexus between trade liberalization and 
informal employment.  

Since the notion of the informal economy emerged in the 1970s, many studies have 
attempted to understand whether increased trade leads to expansion or contraction of 
informal employment. A 2009 joint report by the WTO and ILO dedicated to globalisation 
and informal employment in developing countries showed that tariff cuts tended to be 
associated with higher informal employment (Bacchetta, Ernst and Bustamante, 2009). 
This process can operate in two ways: 1) firms exposed to increased foreign competition 
can reduce labour costs by subcontracting tasks to establishments in the informal sectors; 
2) alternatively, they can resort to laying off workers who, in the absence of better 
opportunities may seek employment in the informal sector (Goldberg and Pavcnik, 2003). 
An extensive literature review conducted by the Organization for Economic Cooperation 
and Development (OECD) in 2011 concludes that this relationship is “complex and context-
specific,” i.e. contingent upon the specificities of each economy. Common determinants 
shaping the trade-informality nexus include labour market rigidity, capital mobility, and 
level of economic development, heterogeneity of the informal workforce, technological 
intensity and cultural norms. Adding to this complexity is the wide range of mechanisms 
structuring labour market outcomes, as well as the differentiation between short-term and 
long-term labour market adjustments – an expansion being more common in the short 
run but potentially followed by long-term contraction (OECD, 2013). 

Likewise, the literature on trade liberalization and informality in Latin American economies 
provides conflicting findings that are primarily on research design and unit of analysis. 
Examining trade reforms in Colombia and Brazil in the 1980s and 1990s, Goldberg and 
Pavcnik (2003) find no evidence that trade liberalization leads to increased informal 
employment in the case of Brazil, and weak evidence in the case of Colombia, emphasizing 
the role of labour market institutions in shaping trade effects. The evidence in Paz (2014) 
on the Brazilian case is more mixed: while a domestic reduction in import tariffs may to 
greater informality, cuts in foreign tariff (akin to reciprocal trade agreements) can reduce 
informal employment, although these effects are contingent on workers’ education 
levels.31 By contrast, a recent study by Dix-Carneiro & Kovak (2017) focusing on regional 
and worker-level impact of trade finds large effects on informality, especially in the long 
run (1991-2010). The authors’ combination of longitudinal and regional (as opposed to 
industry) data allows them to show that the informal sector eventually absorbed a 
significant portion of trade-displaced workers after many years of unemployment (Dix-
(Carneiro & Kovak, 2017). 

In the light of this conflicting evidence and the more confined regional scope of tariff 
liberalisation, the effects of the EU-Mercosur AA on informality remain uncertain. For the 
purpose of the present analysis, the lessons to be drawn are that the potential impact of 

                                    
29 For a discussion of statistical challenges, see ILO, 2013, esp. section 2.1 on “Measurement of the Informal 
Economy” and INE Chile, 2018.   
30 When the EU-Mexico Global Agreement went into force in 2000, agricultural employment still represented 
close to 18% of the workforce. This rate has since dropped to 13.4% in 2016 but may not reflect the extent of 
informality in agriculture (World Bank statistics). 
31 The importance of education levels on labour adjustments to trade liberalization in Brazil is also underlined in 
Menezes-Filho and Muendler, 2011. 
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the EU-Mercosur AA on informal employment, child labour and forced labour will be shaped 
less by sectoral factors than regional disparities, and labour market institutions, and 
therefore policy reforms undertaken to address labour informality. The record of many 
Latin American countries over the past decade shows that trade openness can be 
compatible with stronger enforcement of labour standards provided there is political will 
and allocated resources (whether domestic funding or foreign aid).   

In the EU, with the exception of agricultural activities, work by children under 15 years is 
generally concentrated in services (restaurants, supermarkets, petrol stations) or family 
work (cleaning, household assistance) and does not have a direct impact on international 
trade flows (Labour Asociados Consultores, 2007). However, the diversity of child labour 
cases in the EU and Mercosur countries (due to sectoral composition, cultural traditions 
etc.), and the more consensual nature of the fight against forced and child labour, show 
that there is ample scope for international cooperation and sharing of best practices. The 
example of Brazil, who can claim considerable success in the fight against both child and 
forced labour, shows the potential benefits of international cooperation. Indeed, Peru and 
Brazil have promoted exchange of experience between their labour inspectorates to better 
combat forced labour (Costa, 2009). Another example of policy collaboration was Brazil’s 
participation in the “compendium of good practices on addressing child labour in 
agriculture,” a program coordinated by ILO International Programme on the Elimination of 
Child Labour (IPEC) and sponsored by the US Department of Labour that gathered six 
other developing and emerging countries (the Dominican Republic, Indonesia, the 
Philippines, Tanzania, Thailand and Nicaragua) (IPEC, 2014). 

This type of targeted collaboration between civil society organisations, national 
governments and an international organisation is compatible with the EU’s civil society 
mechanisms and the Domestic Advisory Groups (DAGs), yet has the advantage of focusing 
on specific objectives with greater potential for achieving policy outcomes. 

Elimination of discrimination in respect of employment and occupation 

The baseline discussed both old and new forms of discrimination at work in Mercosur 
members, but underlined a series of proactive measures adopted to promote gender 
equity, indigenous peoples’ rights and racial equality. These efforts are in line with many 
initiatives undertaken by the European Union to tackle traditional and non-traditional types 
of discrimination. 

In the EU, anti-discrimination and gender equity reforms have been adopted at both 
national levels (e.g. France, Germany, Ireland, Denmark etc.) and at the supranational 
level, e.g. within the framework of the “Strategic Engagement for Gender Equality”. The 
Commission’s 2010-2015 strategy for equality between women and men prioritized five 
key areas for action: 1) equal economic independence for women and men; 2) equal pay 
for work of equal value; 3) equality in decision-making; 4) dignity, integrity and ending 
gender-based violence; and 5) promoting gender equality beyond the EU. The 2015 report 
from the EU Commission underlined the progress accomplished during the 2010-2015 plan 
(rising employment rate among women, increasing participation in economic decision-
making) and reasserted the relevance of its priorities for the 2016-2019 period (EC, 
2015b).  
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In short, the proliferation of legislation designed to measure and address gender-, race- 
and disability-based discrimination over the past few years provides great potential for 
international cooperation both at the ILO and under the cooperative mechanisms of the 
trade and sustainable development chapter. Here again, robust stakeholder consultation 
mechanisms optimising civil society inclusion are all the more crucial since women, but 
also ethnic minorities and disabled populations remain underrepresented in both economic 
and political decision-making.32 

Beyond rule-making channels and cooperative mechanisms, the EU-Mercosur AA may also 
impact the gender pay gap through trade effects. First, as female graduates outnumber 
male graduates in both Mercosur and the EU,33 women skilled workers are becoming more 
likely to reap more benefits from trade liberalization between two advanced economies 
(European Parliament, 2015). This scenario is, however, conditioned on sustained progress 
in women’s participation in economic decision-making. Second, EU and Mercosur 
multinational corporations may provide new hiring opportunities for educated women. 
Third, trade and investment integration is conducive to changes in management practices, 
including gender equity and diversity policies. Indeed, increased competition between 
advanced economies, far from encouraging a regulatory race-to-the-bottom, can 
encourage companies to adopt gender equity measures as they compete for skilled 
workforce. As mentioned in the baseline section, given that salaries in exporting sectors 
are on average higher than in other sectors, an EU-Mercosur AA may contribute – albeit 
indirectly and marginally – to reduce the gender pay gap.34 

  

                                    
32 A successful example of a sectoral trade agreement improving workers’ conditions was the Cambodia-US 
Textile Bilateral Agreement which, thanks to a combination of pre-ratification requirements, legislative reforms, 
non-state actor participation, monitoring activities and economic incentives and disincentives, contributed to 
reduce the gender wage gap in the textile sector. See ILO, 2016b. 
33 This is also true in all Mercosur countries, as revealed by the World Bank’s Gender Data Portal. 
34 For a broader discussion on the complex links between trade and investment liberalization and the gender 
wage gap, see Aguayo-Tellez, 2011. 
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5.  Environmental Analysis 

5.1. Methodology 

The environmental analysis will focus on the following environmental topics: climate 
change (Greenhouse Gas (GHG) emissions); air pollution; energy use; land use; forestry, 
fisheries; waste production; ecosystems and biodiversity; and trade in environmental 
goods and services. A parallel analysis will be conducted for all Mercosur countries 
although some countries might receive greater attention when considering certain issues 
that are of particular importance for the country. 

This section is divided into two parts. The first part provides a baseline of the different 
areas of analysis using relevant indicators and a background on the EU-Mercosur 
environmental relationship. The second part consists of the quantitative and qualitative 
analysis of the environmental impact of an EU-Mercosur AA. The topics of climate change 
(GHG emissions), energy use as well as resource use and efficiency are analysed in greater 
depth from a quantitative perspective, while the topics of MEAs, wildlife conservation and 
illegal trade of wildlife are studied mainly from a qualitative perspective. The quantitative 
analysis is based, in part, on the CGE modelling, and uses the emission intensity factors 
in the GTAP database and model. In addition, we construct relevant statistics and gather 
complementary qualitative information from a variety of internationally recognised 
sources.  

Overall, the baseline analysis reveals that environmental policies in Mercosur countries are 
less stringent than in the EU, yet they are well in line with other countries of similar income 
levels. Brazil, in particular, outperforms other Mercosur and upper middle-income 
countries in terms of adoption of climate change policies and has lower per capita 
emissions. Regarding air pollution, Mercosur countries show lower levels of pollutants than 
the EU and countries of similar income levels. Their energy mix is also cleaner, with the 
exception of Argentina, and relies heavily on renewables. Deforestation remains a concern 
in Mercosur countries, with the exception of Uruguay, although the situation has improved 
during the last decade.  

5.2. Baseline 

5.2.1.  Background: the EU-Mercosur environmental relationship 

The EU’s approach to sustainability in trade policymaking 

In the trade policy sphere, the EU has long shown commitment to environmental 
protection: first, by deploying a broad range of trade policy tools incorporating 
sustainability objectives; and second, by showing consideration for trade-environment 
linkages at different stages of the policy process. At the unilateral (i.e. non-reciprocal) 
level, EU trade policy has in the past designated sustainable forest management policies 
–as one criterion for obtaining GSP status. At the multilateral level, it has been actively 
involved both in the work of the WTO Committee on Trade and Environment and the 
negotiations of the Environmental Goods Agreement. More recently, the EU has also been 
a leading advocate for banning harmful fisheries subsidies contributing to unsustainable 
fishing. In bilateral and plurilateral trade negotiations, the EU has developed a template 
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to incorporate social and environmental objectives within each trade agreement under its 
trade and sustainable development chapter. Developed within the EU-Korea FTA, this 
approach has considerably raised the visibility of social and environmental issues in EU 
FTAs and has served as a basis for subsequent negotiations (e.g. Colombia-Peru, CETA, 
and Vietnam). Typically, under the provisions contained in the EU’s trade and sustainable 
development chapter, the trading partners:  

• reaffirm their “right to regulate” to protect the environment; 

• emphasize their commitment to uphold their environmental laws and effectively 
implement the multilateral environmental agreements (MEAs) to which they are 
party; 

• stress their support for climate action within the framework of the UN Framework 
Convention on Climate Change; 

• commit to promote long-term conservation and management measures and 
sustainable exploitation of marine living resources; 

• agree to share information and experience in a wide range of policy spheres (carbon 
emissions, deforestation, renewable energy, biodiversity etc.); 

• commit to reviewing, monitoring and assessing the impact of the implementation 
of the FTA; establish a Specialised committee on Trade and Sustainable 
Development responsible for the implementation of the chapter with the help of 
Domestic Advisory Groups.35 

If sustainability objectives are embedded in many aspects of EU trade policy, some trade 
policy tools are also built-in in several environmental measures, whether they be trade 
restrictions allowed under MEAs (pertaining to biodiversity, ozone layer depletion etc.), 
Timber Regulation or issues related to Illegal Unreported and Unregulated (IUU) fishing.36 
Finally, the EU’s environmental concerns are not designed to be confined to the sustainable 
trade and development chapter of trade negotiating texts. In its “Trade for All” strategy, 
the EU expressed its will to incorporate sustainable development considerations “in all 
relevant areas of FTAs” such as energy, raw materials or public procurement provisions 
(EC, 2015a).  

Mercosur’s approach to the trade-environment linkage 

Mercosur’s approach to the trade-environment linkage has significantly changed since its 
creation. While the preamble of the 1991 Treaty of Asuncion stated that Mercosur 
members seek the achievement of a common market, “believing that this objective must 
be achieved by making optimum use of available resources, preserving the environment 

                                    
35 The current list draws from the EU-Korea FTA: http://eur-lex.europa.eu/legal-
content/EN/TXT/HTML/?uri=OJ:L:2011:127:FULL&from=EN ; and the agreed text of the Vietnam Free Trade 
Agreement (2016): http://trade.ec.europa.eu/doclib/docs/2016/february/tradoc_154229.pdf  
36 DG Environment, “Environment and Trade and External Relations,” available at:  
http://ec.europa.eu/environment/integration/trade_en.htm.  

http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:L:2011:127:FULL&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:L:2011:127:FULL&from=EN
http://trade.ec.europa.eu/doclib/docs/2016/february/tradoc_154229.pdf
http://ec.europa.eu/environment/integration/trade_en.htm
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(…)”37, environmental issues did not feature in any of the 24 articles of Mercosur’s founding 
treaty. Soon after the treaty was adopted, Mercosur members began to develop 
institutional mechanisms to address the trade-environment nexus (Powell, 2008). 

The Canela Declaration of 1992 gave birth to the Reunión Especializada en Medio Ambiente 
(REMA), a working group in charge of analysing environmental policies in Mercosur 
members, before it was replaced with Working Sub-Group #6 (WSG6) on the environment 
in 1995. The next milestone was the signature of the Mercosur Framework Agreement on 
the Environment in 2001, which reasserted all Mercosur members’ commitment to 
environmental protection and fostered cooperation to improve the enforcement of 
environmental laws at both national and international levels. In addition, Mercosur 
members have adopted a series of regional environmental agreements since the mid-
1990s whose scope ranges from regulation on dangerous goods, pollutant emission on 
heavily vehicles to cooperation on environmental emergencies, sustainable consumption 
and production, etc. Even if these regional initiatives are non-binding, they nonetheless 
show the trade-environment linkage has gained considerable prominence since the 
creation of Mercosur (Giupponi, 2017).38 

These measures on behalf of the trade-environment linkage within Mercosur contrast with 
the more limited steps undertaken in external trade negotiations. The different trade 
agreements negotiated by Mercosur as a regional bloc have hitherto not included a chapter 
dedicated to environmental protection or sustainable development. Nor have individual 
Mercosur members negotiated provisions pertaining to the trade-environment nexus in 
bilateral trade agreements. This should not be interpreted as a lack of concern for 
environmental externalities to the extent that Mercosur members have signed or ratified 
a wide range of MEAs, as shown in the section. However, this means that the prospect of 
an EU-Mercosur AA offers great opportunities to strengthen the links between trade 
integration and environmental protection through the inclusion of a chapter on trade and 
sustainable development. 

Trade and multilateral environmental agreements  

Most environmental problems are inherently transnational or global and as such require 
international cooperation. To deal with the challenges of building a sustainable world 
economy, the EU and Mercosur countries have collaborated through the negotiations, 
conclusion and ratification of MEAs. By providing a transparent and authoritative 
regulatory framework for environmental protection, MEAs not only ensure that 
sustainability issues find global solutions, but they in turn help create a predictable 
environment that is essential to the development of international trade. This explains why 
references to MEAs have become increasingly common in free trade agreements as 

                                    
37 Treaty Establishing a Common Market between the Argentine Republic,  
the Federal Republic of Brazil, the Republic of Paraguay and the Eastern Republic of Uruguay, Preamble: 
http://www.sice.oas.org/trade/mrcsr/TreatyAsun_e.asp#Preamble  
38 The texts of Mercosur trade agreements are available on the directory of the Organization of American 
States: http://www.sice.oas.org/agreements_e.asp.  

http://www.sice.oas.org/trade/mrcsr/TreatyAsun_e.asp#Preamble
http://www.sice.oas.org/agreements_e.asp
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illustrated by the EU’s inclusion of sustainable trade and development chapters in recent 
FTAs.39  

In its 7th Environment Action Programme to 2020, the EU re-emphasised its support for 
MEAs and drew a link between its environmental objectives and the principles of the United 
Nations Conference on Sustainable Development (‘Rio + 20’). As of November 2017, the 
EU was a contracting party or a signatory of nearly 50 MEAs40 negotiated either under the 
aegis of the United Nations, or at the regional level and sub-regional levels (e.g. 
concerning transboundary rivers like the 1999 New Rhine Convention). Likewise, Mercosur 
members have committed to a large number of international environmental agreements, 
whether at the regional level (as shown in the previous section) or under the aegis of the 
United Nations, where they have ratified most of the main MEAs.  

Out of a total of 250 MEAs dealing with various environmental issues in the world, the 
WTO’s Committee on Trade and the Environment has recorded nearly 20 agreements that 
are directly related to trade, as evidenced by the inclusion of provisions to control trade in 
order to prevent damage to the environment41. As Table 28 shows, these MEAs have 
largely been ratified by EU and Mercosur members and fall into 4 categories: 1) nature 
and biodiversity; 2) climate change; 3) waste and 4) chemicals. Each of these categories 
are discussed either directly or indirectly throughout this section. Thus, our analysis of the 
potential synergies, frictions or conflicts between the EU-Mercosur AA and MEAs will rely 
on the quantitative and qualitative analysis in the present section as well as capitalize on 
the findings from other chapters. Combining this evidence with the WTO Matrix of trade-
related MEAs, this section will analyse the extent to which the EU-Mercosur AA might 
improve or undermine a trading partner’s ability to meet its MEA obligations as well as the 
incentives or disincentives certain trade effects might produce to ratify new MEAs.  

The potential implications for the implementation of MEAs pertaining to nature and 
biodiversity will draw from our discussion of natural resources (including forestry and 
fishing), agriculture and the environment (or more specifically pesticide and fertilizer use) 
as well as the sectoral analysis of agricultural goods, chemicals and pharmaceuticals. It 
will be complemented with an analysis of deforestation. MEAs concerned with climate 
change, and more specifically the implementation of the Paris agreement will logically build 
upon the analysis of environmental regulation, waste (for methane emissions), CO2 and 
other GHG emissions and power generation.  

                                    
39 Decision No 1386/2013/EU of the European Parliament and of the Council of 20 November 2013 on a 
General Union Environment Action Programme to 2020 ‘Living well, within the limits of our planet.’ Text with 
EEA relevance. Available at:  http://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN (thereafter 7th Environment Action Programme). 
40 The full list of MEAs is available at: 
http://ec.europa.eu/environment/international_issues/pdf/agreements_en.pdf.  
41 World Trade Organization, “The Doha mandate on multilateral environmental agreements 
(MEAs)”:https://www.wto.org/english/tratop_e/envir_e/envir_neg_mea_e.htm. 

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN
http://ec.europa.eu/environment/international_issues/pdf/agreements_en.pdf
https://www.wto.org/english/tratop_e/envir_e/envir_neg_mea_e.htm
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Table 21. Trade-related MEAs signed by the EU and Mercosur 

CATEGORY MULTILATERAL ENVIRONMENTAL 
AGREEMENTS EU ARG BRA PRY URY 

N
A

TU
R

E 
A

N
D

 B
IO

D
IV

ER
S

IT
Y

 

Convention on International Trade in 
Endangered Species of Wild Fauna and Flora 
(CITES) 

X X X X X 

Convention on the Conservation of Antarctic 
Marine Living Resources (CCAMLR) 

X X X  X 

International Convention for the Conservation of 
Atlantic Tunas (ICCAT) 

X  X  X 

United Nations Fish Stocks Agreement (UNFSA)  X  X  X 

Agreement on Port State Measures to prevent, 
deter and eliminate illegal, unreported, and 
unregulated fishing (PSMA)  

X    X 

International Tropical Timber Agreement (ITTA) X  X   

International Plant Protection Convention (IPPC) X X X X X 

Convention on Biological Diversity (CBD) X X X X X 

CBD : Nagoya Protocol on Access to Genetic 
Resources and the Fair and Equitable Sharing of 
Benefits Arising from their Utilization  

X X   X 

CBD: Cartagena Protocol on Biosafety X  X X X 

C
LI

M
A

TE
 C

H
A

N
G

E
 

Vienna Convention for the Protection of the 
Ozone layer 

X X X X X 

Montreal Protocol on Substances that Deplete 
the Ozone Layer 

X X X X X 

UN Framework Convention on Climate Change 
(UNFCCC) 

X X X X X 

UNFCCC: Kyoto Protocol X X X X X 

Paris Agreement X X X X X 

W
A

S
TE

 Basel Convention on the Control of 
Transboundary Movements of Hazardous 
Wastes and their Disposal  

X X X X X 

C
H

EM
IC

A
LS

 

Rotterdam Convention on the Prior Informed 
Consent Procedure for Certain Hazardous 
Chemicals and Pesticides in International Trade 

X X X X X 

Stockholm Convention on Persistent Organic 
Pollutants X X X X X 

Minamata Convention on Mercury X X X  X 

Source: https://www.informea.org ; WTO MEA Matrix 2017.  

5.2.2. Overall environmental performance 

In this section we benchmark the environmental performance of Mercosur countries 
against the EU using the Environmental Performance Index (EPI)42. The EPI index allows 
us to assess a country’s overall performance through 6 main aspects: water resources, 
fisheries, biodiversity, forest, climate and energy. The overall EPI scores of all Mercosur 
countries are below the European average (Figure 15). In 2016 Argentina ranked 43rd 
worldwide, followed closely by Brazil in 46th position, while Uruguay and Paraguay ranked 
65th and 82nd, respectively.  

                                    
42 The index is provided by Yale Centre for Environmental Law & Policy (YCELP) and the Centre for 
International Earth Science Information Network (CIESIN) at Columbia University. See Hsu et al, 2016.  

http://www.cites.org/
http://www.cites.org/
http://www.cites.org/
http://www.ccamlr.org/
http://www.ccamlr.org/
http://www.iccat.int/
http://www.iccat.int/
http://www.un.org/Depts/los/convention_agreements/convention_overview_fish_stocks.htm
http://www.fao.org/fishery/psm/agreement/en
http://www.fao.org/fishery/psm/agreement/en
http://www.fao.org/fishery/psm/agreement/en
http://www.itto.int/
https://www.ippc.int/
http://www.cbd.int/
http://www.cbd.int/abs
http://www.cbd.int/abs
http://www.cbd.int/abs
http://www.basel.int/
http://www.basel.int/
http://www.basel.int/
http://www.pic.int/
http://www.pic.int/
http://www.pic.int/
http://www.pops.int/
http://www.pops.int/
http://www.mercuryconvention.org/
https://www.informea.org/
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Figure 15. EPI for Mercosur and European countries 

 

Source: EPI 2016 

When we consider the overall perform over time (Figure 16), Mercosur countries show 
different patterns. Similarly to the average EU score, Paraguay has experienced a steady 
improvement over time (a 1% annual improvement). On the other hand, Argentina and 
Brazil, having the highest scores among Mercosur countries, have started improving their 
performance only more recently, since 2013. Finally, Uruguay has experienced a decline 
in the overall score since 2012, mainly due to the worsening in air quality and of a 
deterioration of the fisheries sub-index. 

 
Figure 16. EPI scores over time 

 

Source: EPI 2016. EPI scores have been normalized by dividing each score by the 2007 level. 

Figure 17 reports the scores in the nine EPI sub-categories for Mercosur countries and the 
EU. All Mercosur countries perform better than EU averages in terms of air quality and 
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agriculture43, with the exception of Brazil as far as the latter category is concerned. 
Mercosur countries perform particularly poorly in the forestry sub-index, with the 
exception of Brazil, whose score is close to that of the EU. Argentina ranks 112th, Uruguay 
115th and Paraguay received the lowest score. Brazil, Paraguay and Argentina are among 
the top ten countries reporting the greatest annual net loss of forest area in the period 
2001–2015 (Hansen et al 2013). The scores of Argentina and Uruguay are particularly low 
for fisheries and those of Paraguay and Uruguay are particularly low for water resources.  

Figure 17. Scores in EPI sub-categories. EU and Mercosur countries in 2016 

 

Source: EPI 2016. Fishery score omitted for Paraguay because it is a landlocked country. Paraguay 
is also excluded from the forestry sub-index. 

5.2.3.  GHG regulation 

This section provides an overview of the state of GHG regulation in Mercosur countries 
from a comparative perspective with the EU and countries of similar income levels using 
available comparable indexes.44 The OECD Stringency of environmental policies Index, 
which is primarily related to climate and air pollution, covers only Brazil among Mercosur 
countries. Brazil showed the lowest index score among OECD countries plus BRICS and 
Indonesia in 2012. On the other hand, Brazil score 19th out of 60 countries in the Climate 
Change Performance Index45 produced by German Watch. While performing very well in 
terms of renewable energy, it falls behind in terms of energy use and climate policy. 
Argentina ranks 46th overall showing poor performance in terms of renewable energy and 
energy use. Another measure proving wider coverage is the Climate Laws, Institutions and 
Measures Index (CLIMI) provided by the EBRD in 2011. The index follows the framework 

                                    
43 Index based on nitrogen use efficiency 
44 There are various indexes that measure and rank the relative policy performances of governments and they 
mostly refer to climate-related policies. However, their coverage is not comprehensive. Moreover, they 
sometimes provide differing results, as in the case of Brazil's relative performance in the indices described 
below. 
45 See https://germanwatch.org/en/download/20503.pdf.  

https://germanwatch.org/en/download/20503.pdf
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earlier provided in Dasgupta et al. (1995).46 The index refers to 2010 and its correlation 
with GDP per capita is shown in  

Figure 18. Argentina and Uruguay show a similar performance, in terms of environmental 
regulation, to countries with similar levels of income, while Brazil is among the top 
performers within upper middle-income countries. Unfortunately, Paraguay does not 
feature in any of the available indices. 

Figure 18. Climate Laws, Institutions and Measures Index and GDP per capita 

 

 

 

 

 

 

 

 

 

 

Source: CLIMI 2011 by EBRD; GDP per capita is obtained from the World Development Indicators of the World Bank. The plot 
shows a quadratic fit of the relationship between GDP per capita (PPP) and the climi index together with the 95% confidence 
interval. EU score is given by the simple average all. GDP per capita is included since it allows to both compare Mercosur countries 
with the EU and with other similar countries given that disparity in income levels.  

With regard to the countries’ commitment to reduce CO2 emissions47, Brazil is one of the 
few developing countries that have put forward absolute emission reduction targets in 
their INDC and one of the very few to have indicated an absolute target of 37% and 43% 
reduction below 2005 levels by 2025 and 2030 (Government of Brazil, 2015). It is worth 
noting that 2005 was a year with particularly high emissions in Brazil, which makes Brazil’s 
pledge slightly less ambitious (Climate Action Tracker, 2015). Argentina is one of few 
countries to have increased its level of ambition since the adoption of the Paris Agreement. 
Yet, emissions from all sectors are still projected to grow significantly under the current 
targets. Argentina has proposed an unconditional 15% emissions cut by 2030, compared 

                                    
46 The index builds on the UN country reports, as well as on the National Communications to the United Nations 
Framework Convention on Climate Change (UNFCCC), which includes information of climate adaptation and 
mitigation measures adopted by national governments. It comprises four main areas: international 
cooperation; domestic climate framework; sectoral, fiscal or regulatory measures or targets; cross-sectoral 
fiscal or regulatory measures. 
47 See Climate Action Tracker, 2015. 
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to business as usual projections, or a 30% cut conditional on international support. This 
implies that emissions will first rise and then return to today's levels, by 2030.48 Uruguay 
has committed to reduce per capita emissions by 25% by 2030 with specific targets for 
the beef sector in terms of both methane and N20 emissions (33% and 31% per unit of 
GDP, respectively without international support). Finally, Paraguay has committed to 
reduce emissions by 20% with respect to 2030 projected levels, partially conditional on 
international support.  

5.2.4. Greenhouse gas emissions 

In this section we describe the trends in emission levels of CO2 emissions and of the most 
important types of GHG by the EU and Mercosur countries. The EU contributes to about 
4.5% of global GHG emissions while Mercosur countries reach 1.5% all together. Argentina 
and Uruguay are higher emitters in per capita terms (8 and 10 thousand kt of CO2 
equivalent per person) with levels similar to those of the EU (about 9 thousand kt of CO2 
equivalent per person). Brazil and Paraguay have lower levels of GHG emissions per capita 
(about 5 thousand kt per person). EU GHG emissions are dominated by CO2 emissions 
(80%), which are mainly produced through fuel combustion and industrial processing 
(Figure 19). Mercosur countries show a larger share of methane (CH4) and nitrous oxide 
(N2O) that are mainly related to agricultural activities, waste management and energy 
use, in particular in Uruguay and Paraguay.  

Figure 19. Total GHG Emissions by type of gas in Mercosur countries and the EU 

 

 

 

 

 

 

 

Source: Author’s calculations based data from CAIT Climate Data Explorer. 2015. Washington, DC: World 
Resources Institute. Data show GHG emissions excluding Land-Use Change and Forestry.  

In terms of CO2 emissions, the EU accounts for about 10% of global CO2 emissions (in 
2015) while Mercosur countries contribute to just above 2% of global CO2 emissions 
(EDGAR database49).  

The shares of CO2 emissions by sectors in 2010 are reported in  

                                    
48 See Carbon Brief, 2015. 
49 Available at: http://edgar.jrc.ec.europa.eu/#.   

http://edgar.jrc.ec.europa.eu/
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Table 22, together with the growth in sectorial emissions since 2005. While the power 
generation sector dominates emissions in the EU (37% of total emissions) and Argentina 
(34%), the large share of renewables results in relatively lower emissions in the energy 
sectors of the other Mercosur countries. While in the EU emissions from power generation, 
as for most of the other sectors, have experienced a decline, Argentina’s CO2 emissions 
from energy production increased by 24% from 2005 to 2010. 

Table 22. CO2 Emissions by sector in Mercosur countries and the EU (%) 

Country Measure 
 Manuf. 

Mining 
Power 
plant 

Resident
 

Transpo
rt Waste 

 LULUCF Constr. Commer
cial 

EU Growth  -3 -12 4 -7 -6 -1 11 
Share 4 17 1 37 17 23 0 

ARG Growth  -56 -1 -24 24 12 -1 * 
Share 2 22 0 34 20 22 * 

BRA Growth  -64 25 -24 4 13 24 11 
Share 55 17 0 6 4 18 0 

PRY Growth  -43 -9 -46  0 49 * 
Share 69 3 0 0 1 27 * 

URY Growth  -2 -2 54 -24 12 14 * 
Share 8 15 0 15 20 43 * 

Source: Author’s calculations from the EDGAR – CO2 Emissions by countries and sector database. The sector 
share of CO2 emissions refer to 2010, while the growth in CO2 emissions by sector is computed between 2005 
and 2010.  

In both Brazil and Paraguay, land use, land-use change and forestry (LULUCF), has been 
a key contributor to CO2 emissions. About 55% of Brazil’s CO2 emissions stemmed from 
LULUCF in 2010, about 70% in Paraguay. While Brazil’s emissions from LULUCF have been 
decreasing, thanks to a steady decline in deforestation, emissions from most of other 
sectors rose steadily, (by 25% in the manufacturing and construction sector). Uruguay 
ranks 6th for methane emissions per capita, Paraguay 22th and Brazil follows in 28th.  

Figure 20 shows that, Brazil’s methane emissions have been pretty stable since the 70s, 
while they experienced a peak at the beginning of the 2000s and another increase towards 
the end of 2010. On the other hand, methane emissions have decreased steadily in the 
EU, Argentina and, only more recently, in Uruguay. Paraguay also experienced a sharp 
decreased in methane emissions per capita in the last decade. Methane and nitrous oxide 
emissions are largely produced by the agricultural and livestock sectors.  
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Figure 20. Levels of methane per capita (left) and trends since 1970 (right) 

  

Source: Author’s calculations from the EDGAR (emissions) and World Bank Development Indicators (population). 
The graph on the right shows per capita methane emissions with respect to 1971 levels so that a value of 1.2 
indicates a 20% increase with respect to 1971 emissions. 

Figure 21 displays similar statistics for Nitrous Oxide (N2O), the third most important GHG 
gas, and shows much higher levels of nitrous oxide per capita in Uruguay and, to a lesser 
extent, Paraguay and Argentina than in the EU. Uruguay ranks 7th worldwide, in terms of 
nitrous oxide per capita, Paraguay ranks 13th and Argentina follows in 17th In terms of 
absolute N20 emissions, however, Brazil ranks 4th followed by Argentina in 9th. While the 
EU has been experiencing a steady decline in emissions per capita for the last three 
decades, Argentina and Uruguay have experienced increasing levels of nitrous oxide 
emissions per capita in the last decade. Nitrous oxide emissions are mainly derived from 
fertilized agricultural soils and livestock manure. Indeed, more than 90% of Argentina’s 
nitrous oxide emissions are produced by the agricultural sector.  

Figure 21. Levels of Nitrous Oxide per capita (left) and trends since 1970 (right) 

  

Source: Author’s calculations from the EDGAR (emissions) and World Bank Development Indicators (population). 
The graph on the right shows per capita nitrous oxide emissions with respect to 1971 levels so that a value of 
1.2 indicates a 20% increase with respect to 1971 emissions. 
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5.2.5.  Power generation 

Mercosur countries have a relatively cleaner energy mix than EU countries with the 
exception of Argentina. While the EU derived about 28% of electricity from renewable 
energy, including hydropower, in 2014 Brazil’s share stood at 73%, while Uruguay’s is at 
90% and Paraguay derives almost all its electricity from hydropower (Table 23). Argentina 
obtains 31% of its electricity from renewable sources but relies on fossil fuels more heavily 
than the EU. The contribution of oil to electricity generation in Argentina went from 7% in 
1995 to 14% in 2014. Indeed the energy sector has become the main single contributor 
to CO2 emissions. In Argentina, energy prices are subsidized and constitute a disincentive 
for private and public entities to improve efficiency and invest in cleaner sources of energy 
(World Bank, 2016). 

Table 23. Electricity sources in Mercosur countries and the EU 

 

Source: Author’s calculations from the World Development Indicators – World Bank 
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Despite the clean energy mix, both Brazil and Uruguay have increased their use of fossil 
fuels (natural gas and oil for Brazil, and oil only for Uruguay) in the last two decades. 
Hydropower is still a major energy source, but its expansion is constrained by location 
restrictions: most currently available potential is located in remote areas of the Amazon. 
Nevertheless, according to the 2022 Energy Expansion Plan of Brazil, the hydropower 
sector is expected to expand as it received most of the public environment-related lending 
in 2008-14 (from the Brazilian Development Bank (BNDES) (OECD, 2015).  

5.2.6.  Forests 

Mercosur countries, with the exception of Uruguay, are abundant in forest resources. 
About 58% of the territory of Brazil is covered by forest, 38% of Paraguay and 10% for 
Argentina (FAO database). The three countries feature among the top 10 countries 
reporting the greatest loss of forest area during the period 2010–2015 (Figure 22). 
Domestic policies have been adopted to protect native forests in Argentina and a Zero 
Deforestation Law was adopted in Paraguay (Hsu et al, 2016). Brazil now ranks top in 
terms of forest area within protected areas (FAO, 2016). Brazil has adopted significant 
policy and market-based initiatives to reduce deforestation since 2003, which have helped 
to reduce deforestation to an annual average of 0.20% in the period 2010-15 as recorded 
in FAO statistics. FAO data is only available up to 2015. Other sources such as Global 
Forest Watch50 show a spike in 2016-17, before returning almost to trend in 2018. The 
two data sets are not directly comparable. It will only be possible to assess whether this 
post-2015 trend is reflected in FAO data once the FAO’s 2020 Global Forest Resources 
Assessment (FRA) report has been published. According to the Global Fire Emissions 
Database, which compiles data from the NASA earth observatory51, August 2019 recorded 
higher fire count and intensity than in previous years. It will not be able to provide a full 
comparison with other years until the end of the 2019 fire season.  

Figure 22. Top 10 countries in terms of annual forest cover loss in the period 
2010-15 (plus EU)   

Global 
Ranking 

Country/ 
Region 

Total 
Forest 
in 2015 

Annual forest cover loss 
(2010-15) 

 

Annualised % loss 
(2010-15) 

1 Brazil 493,538 984 0.20 
2 Indonesia 91,010 684 0.74 
3 Myanmar 29,041 546 1.78 
4 Nigeria 6,993 410 5.01 
5 Tanzania 46,060 372 0.79 
6 Paraguay 15,323 325 2.00 
7 Zimbabwe 14,062 312 2.08 
8 Congo DR 152,578 311 0.20 
9 Argentina 27,112 297 1.06 
10 Bolivia  54,764 289 0.52 
- EU 158,414  -367 -0.23 

                                    
50 Available at: https://www.globalforestwatch.org/dashboards/country/BRA 
51 Available at: http://www.globalfiredata.org/forecast.html 

https://www.globalforestwatch.org/dashboards/country/BRA
http://www.globalfiredata.org/forecast.html
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Source: FAO Global Forest Resources Assessments. Negative sign indicates afforestation. Data are in thousand 
hectares. 

Brazil is a large producer and consumer of timber: in 2014, the forestry sector accounted 
for 1.1% of GDP and 1.3% of total Brazilian exports, 4.3% including wood pulp. Wood 
production has only slightly increased over the last decade mainly due to an increase in 
the production of wood pulp (Figure 23, left panel). In 2016, Brazil was the fifteenth largest 
exporter of wood, accounting for 2% of global wood exports (COMTRADE). However, 
international trade in roundwood logs from natural tropical forest has been banned 
progressively since 1980 and most of the Brazilian exports come from planted forests 
(FAO, 2018). The EU accounts for about 10% of total wood exports. In Argentina and 
Paraguay the production of wood products has been stable over time while it has more 
than doubled in Uruguay due to an expansion of wood pulp (Figure 23, right panel).  

Figure 23. Wood production by type for Brazil (left) and other Mercosur countries 
(right) 

  

Source: Authors’ elaboration from FAOSTAT. All productions have been converted into million tonnes. Mercosur 
countries are in two separate graphs because of the large difference in the scale of wood production. 

5.2.7.  Fisheries 

According to FAO, seven fish species in the Southwest Atlantic area are considered to be 
over-exploited, although some more than others (FAO, 2015). In response to over-
exploitation of the fish stock, both Brazil and Argentina have implemented policies to 
encourage the rise in aquaculture. Aquaculture is one of the world’s fastest growing food 
sectors. In Brazil, it has grown five-fold since 2000 and by about 80% since 2007 in 
Argentina (OECD-FAO, 2015; OECD, 2016). Aquaculture production can contribute to 
reduce pressure on natural fishery resources, but can also have negative impacts on 
biodiversity and ecosystems, in particular if alien species are introduced. 
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5.2.8.  Air pollution 

All Mercosur countries have worse scores than the EU in terms of air quality in the 
Environmental Performance Index. Figure 24, left panel, displays two different measures 
of exposure to particulate matter (PM2.5), mean annual exposure and the percentage of 
population exposed to level above WHO guidelines. While displaying higher levels of air 
pollution than average EU levels, the trend in Argentina is downwards, as opposed to the 
EU. Brazil has experienced a notable improvement, going from 75% of the population 
exposed to unsafe levels of PM2.5 in 2005 to 56% in 2015. A significant improvement in 
terms of average exposure has also been experienced by Paraguay, although the entire 
population is still considered exposed to unsafe levels of PM2.5. Uruguay shows the lowest 
levels of mean exposure in the group and a similar percentage of people exposed to 
excessive levels of PM2.5 to the EU. When compared to countries of similar income levels 
(Figure 24, right panel), Mercosur countries score pretty well, showing mean exposure to 
PM2.5 below those of most countries of similar income levels.  

Figure 24. Exposure to PM2.5 
 

Country 

Mean annual 
exposure 
micrograms 
m3 

% exposed 
to levels 
above WHO 
guideline 

2005 2015 2005 2015 

EU 14.3 15.3 84.5 85.5 

Argentina 14.9 13.4 98.4 97.3 

Brazil 13.8 11.4 75.3 55.8 

Paraguay 23.3 14.9 100 100 

Uruguay 11.9 11.5 88.9 85.9 

 

Source: World Bank World Development Indicators. The second column of the table indicates the percentage of 
the population exposed to levels of PM2.5 above WHO guidelines. The plot on the right shows a quadratic fit of 
the relationship between GDP per capita (PPP) and the PM2.5 together with the 95% confidence interval. 

5.2.9.  Waste  

Solid waste can be an important source of methane and, if not appropriately managed can 
pollute air and water, with significant health impacts on the local population. Data on the 
generation, collection, treatment and disposal of solid waste for Mercosur countries are 
limited and hence need to be interpreted with caution. In general, Mercosur countries show 
heterogeneous performance in terms of waste generation and collection. Paraguay and 
Uruguay show substantially lower levels of waste generation per capita than countries of 
similar income levels ( 
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Figure 25, left panel). In contrast, both Brazil and Argentina are in line with the average 
performance of other upper middle-income countries. In terms of waste collection, Brazil 
and Uruguay collect about 83-86% of the waste, in line with other upper middle-income 
countries, while Paraguay performs well below with a collection rate of 51% ( 

Figure 25, right panel). 

Figure 25. Waste generation and collection  

  

Source: What a waste. A Global review of solid waste managements (Hoornweg and Bhada-Tata, 2012). GDP 
per capita, PPP is from the World Bank World Development indicators (2010). Figure on the left shows the amount 
of solid waste generated per capita per day (in log). The plot on the right refers to collection rates that are 
available for fewer countries. For some countries, collection data refer only to urban areas. No data is available 
for Argentina. The plot show a quadratic fit of the relationship between GDP per capita (PPP) and the two variables 
together with the 95% confidence interval.  

Recycling is very limited across Mercosur countries. Recovery is dominated by waste 
pickers (catadores in Portuguese; cartoneros in Spanish), who earn their living by 
collecting recyclables and selling them to private recycling companies. Waste pickers 
contribute to waste separation for recycling, for example of aluminium cans and PET.  

5.2.10. Agriculture and the environment 

According to the OECD (2008), agriculture’s use of inputs is a major driving force leading 
to pressure on the environment (OECD, 2010). The choice and quantity of farm inputs can 
affect the state of the environment with regard to rates of soil erosion, water quality and 
ultimately the aquatic ecosystems (Parris, 2011). In this section we focus on fertilizers 
(nitrogen) and pesticides use in agriculture and compare the performance of Mercosur 
countries with that of the EU and of other countries of similar income levels.  

Figure 26 shows that Mercosur countries’ average pesticide intensity (kg per hectare) is 
above that of countries of similar income levels and above the EU average.  
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Figure 26. Pesticide use by income levels and over time (2013-2014) 

  

Source: Data on pesticides are from FAOStat. GDP per capita, PPP is from the World Bank World Development 
indicators (2010). Figure on the left shows the amount of pesticides use per hectare of land (in log). Data refers 
to 2013 or 2014 depending on availability. The plot on the right refers to the amount in kg of pesticides use per 
hectare of land (in log) over time. 

The use of pesticides has increased across all Mercosur countries, while it has slightly 
decreased in the EU. Brazil recently overtook the EU in term of pesticide intensity while 
other Mercosur countries did so around the turn of the century. Pesticides, as well as 
fertilizers, in Brazil, benefit from some tax exemptions. This has contributed to their 
growing use. The use of unauthorised pesticides is also high across Mercosur countries 
(OECD, 2015).  In Brazil almost a third of pesticides consumed are considered dangerous 
(OECD, 2015). The widespread use of pesticides is associated with the practice of 
minimum-tillage and no-tillage farming that is common across Mercosur countries (Peiretti 
and Dumanski, 2014) and that helps preserve carbon in the soil.  

Figure 27. Fertilizer use by income levels and over time (2013-2014) 

  

Source: Data on fertilizers are from FAOStat. GDP per capita, PPP is from the World Bank World Development 
indicators (2010). 

The opposite, instead, is observed for the use of fertilizers (nitrogen), in particular for 
Argentina that shows very low levels of fertilizers intensity. The use of fertilizers is below 
EU levels in all four Mercosur countries  
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5.3. Analysis  

The first part of the analysis examines the impact of the AA on CO2 emissions, land 
intensity and energy demand in the EU and Mercosur countries. This analysis mainly refers 
to the sectors most affected by the AA. Table 24 shows the sectors that are expected to 
benefit most from the AA according to the most ambitious scenario, and the respective 
impacts. Among these sectors are some environmentally sensitive sectors mainly in the 
animal production and agricultural sectors. It is important to note that the changes 
reported below partly reflect between-sector reallocations. We will, therefore, also 
consider possible offsetting impacts in relation to sectors that are expected to experience 
a contraction.  

Table 24. Top 10 most positively affected sectors by country 

EU Brazil Argentina 
Sector % Sector % Sector % 
Motor 0.58 Other meat 3.68 Veg Fruit nuts 3.12 
Machinery 0.53 Oil seeds, veg oil 3.20 Elect equip 2.67 
Utility 0.36 Sugar 2.46 Gas 2.64 
Non Metal Mineral 0.22 Cereals 2.37 Bovine meat 2.45 
Metal products 0.21 Other animal prod 2.23 Oil seeds, veg oil 1.87 
Chemicals rubber 0.18 Veg Fruit nuts 2.18 Utility 1.53 
Petroleum coal 0.07 Elect equip 2.17 Other food products 1.52 
Electricity 0.06 Bovine meat 1.97 Other animal prod 1.51 
Beverage tobacco 0.04 Rice 1.72 Sugar 1.15 
Transport 0.04 Other food products 1.68 Business service 1.05       

Uruguay Paraguay 
  

Sector % Sector % 
  

Bovine meat 3.97 Electricity 1.05 
  

Other animal prod 2.98 Elect equip 0.79 
  

Veg Fruit nuts 2.04 Bovine meat 0.62 
  

Textile Leather 1.94 Cereals 0.60 
  

Wood/paper 1.80 Utility 0.29 
  

Elect equip 1.79 Oil seeds, veg oil 0.23 
  

Utility 1.17 Petroleum coal 0.16 
  

Other food products 1.02 Sugar 0.15 
  

Business service 0.61 Business service 0.07 
  

Transport 0.42 Coal 0.02 
  

Source: CGE Modelling Results. Long term changes, ambitious scenario. 

5.3.1.  Impact on CO2 emissions 

The AA is expected to increase emissions in the long term in Europe by 0.03% under the 
most ambitious scenario (Table 25). The largest impact among Mercosur countries is for 
Argentina under the most ambitious scenario (0.69% increase in CO2 emissions), while 
both Uruguay and Paraguay are expected to experience a small decline in CO2 emissions. 
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This suggests that, overall, the AA is expected to have a negligible impact on CO2 
emissions. 

Table 25. Change in CO2 emissions in the two scenarios (long term impact, % 
change) 

 EU Brazil Argentina Uruguay Paraguay 
Conservative scenario 0.03 0.16 0.51 -0.14 -0.04 
Ambitious scenario 0.05 0.18 0.69 -0.23 -0.12 
Total Emissions (2032 
baseline, GTAP) 3987 326 185 11 6 

Source: CGE Modelling Results based on GTAP emission factors. Percentage changes with respect to the 2032 
baseline. Emissions are in millions of tonnes.  

Figure 28 plots the emission intensities of the different sectors in Argentina and Uruguay, 
which are the countries experiencing the largest, although opposite, change in emissions. 
Sectors on the right-top quadrant of each graph are sectors that are both emission 
intensive and likely to expand. Sectors on the opposite quadrant are both low emission 
intensive and are expected to experience a decrease in output. In Argentina, sectors 
experiencing a large positive impact are not particularly emission intensive (Veg/fruit 
Utility and electrical equipment), the only exceptions being the gas sector, expected to 
experience a 1.17% increase in output, and the non-metallic mineral sector (2.76%). 
Similarly for Uruguay, sectors experiencing a large positive impact have below average 
levels of CO2 emissions intensive (Veg/fruit, bovine meat and other animal products). In 
addition, some emission intensive sectors are expected to experience a large decline in 
output (gas and metal products and the electricity sector). A more detailed disaggregation 
of the overall impact on CO2 emissions will be presented in the final report while the 
implications for other GHG emissions that are more important for agriculture will be 
discussed in the next section. 

Figure 28. Emission intensity of sectors (in logs) and relative expected output 
change for Argentina and Uruguay 

Source: CGE Modelling Results. The graphs plot the expected changes in output against the emission intensity 
of the sectors. Emission intensity factors are represented in natural logs for representation purposes. The high-
energy intensity of the Electricity sector in Argentina is due to a combination of low energy prices and high 
incidence of fossil fuels. The motor sector for Uruguay is not shown, it has below average level of emission 
intensity and is expected to experience a 20% decline.  
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5.3.2.  Further analysis 

Beyond the analysis of impacts on CO2 emissions given above, the final report will 
decompose the impact on CO2 emissions into technique, structural and scale effect and 
cover the impact on other issues identified in the baseline. The report will analyse the 
impact on other GHGs and will lay a particular focus on the impact on deforestation, 
pesticides use, fisheries for Argentina and Uruguay and water resources, mostly for 
Paraguay and Uruguay. On the other hand, since the energy mix is relatively clean, with 
the exception of Argentina, it will likely be of less concern. We will also analyse the scope 
of the TSD chapter and the potential impact of the AA on MEAs, with an emphasis on 
nature and biodiversity, climate change and ozone depletion, waste and chemicals and as 
well as other issues emerging from the stakeholder consultations. 
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6.  Human Rights Analysis 

6.1. Methodology 

Since prior chapters have already looked at the overall social and environmental impacts, 
this chapter will focus on other HR impacts not already covered. The study explores the 
impact of an EU-Mercosur AA on the parties’ obligations in ensuring that “the conclusion 
of any trade agreement does not impose obligations inconsistent with their pre-existing 
international treaty obligations, including those to respect, protect and fulfil human 
rights”.52 

The inception report outlined the methodology for conducting the analysis of human rights 
impacts which builds on the quantitative and qualitative analysis, conducted for the rest 
of the tasks in the study, and further qualitative analysis of the human rights impacts on 
the EU and Mercosur partner countries. 

As a result of the literature review undertaken during the screening phase, we identified 
the possible impact of the potential trade measures, which will form part of the agreement.  
While human rights issues vary throughout the 28 EU members and four Mercosur partner 
countries, the identified trends in Table 26 demonstrate that certain human rights issues 
stand out across national boundaries. 

The initial screening, based on human rights commitments and information on the EU and 
Mercosur countries, resulted in a selection of human rights to be further assessed for 
potential impacts. Table 66 outlines the human rights concerns of the EU and Mercosur 
partner countries that were selected for further analysis. The findings derive from an 
extensive literature review of past FTA effects and current concerns in partner countries. 

However, it is important to note that in certain areas, data limitations restrict our analysis 
to only a few of the states of focus. This is particularly relevant for the rights of indigenous 
peoples, for which data is notoriously difficult to come by. While in 2005 ECOSOC sought 
to address this challenge by establishing the System of Sociodemographic Indicators of 
Indigenous Peoples and Populations (SISPPI), significant gaps continue to exist. As data 
for the Mercosur member states is only consistently available for Brazil and Paraguay, and 
considering the high concentration of indigenous communities in both states, the analysis 
below focuses on these two states. However, it is not to be inferred from the exclusion of 
Argentina and Uruguay that there are no human rights issues regarding indigenous 
communities in these states. This remains true for any area of investigation under which 
data limitations restrict a full analysis. In these areas, the final report will make use of the 
stakeholder consultation results to bridge such gaps. 

Table 26. Identification of sectoral effects and possible human rights linkages 

Measure Possible Sectoral 
Effects 

Possible Impacts 
affecting HRs 

Implicated HR 
Instruments 

                                    
52 De Schutter, 2011. Guiding Principles on HRIA 2011. At II.2; p.6.    
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National 
Treatment; 
Market 
Access; Trade 
in Goods 

Increased Agricultural 
Exports from 
Mercosur 
Increased Natural 
Resource Exports 
from Mercosur 

Increased Land Conflicts  ICERD 
ICESCR 
CRC 
 

Establishment Increased Natural 
Resource  Extraction 
Formalisation of Work 
Environments 

Water Use Conflicts 
Improved work conditions 
Infrastructure Development 

ICESCR 

Trade in 
Services 

Formalisation of Work 
Environments 

Improved work conditions 
 

ICESCR 

Source: Author’s elaboration.  

Table 27. Selected Human Rights 

Selected Human Right of Concern 
Right to an Adequate Standard of Living 
Right to the Enjoyment of the Highest Attainable Standard of Physical and Mental Health 
Rights of Indigenous Peoples 
Gender Equality 

Source: Author’s elaboration.  

While it is important to recognise the significance of all human rights such as the right to 
freedom of expression, the right to freedom of religion or belief, or the right to privacy, it 
is likewise important to recognize that while a trade agreement may have the capacity to 
influence the achievement of some human rights, it is rather limited in its contribution to 
the achievement of others. In this light, this study assessed four human rights that trade 
agreements may have the ability to directly and indirectly impact through trade measures. 
The Right to an Adequate Standard of Living, Right to Health, Gender Equality, and Rights 
of Indigenous Persons all have the potential to be impacted by changes in incentive 
structures that derive from tariff reductions, market access, and establishment.  

Finally, scholars have yet to reach an agreement as to whether or not human rights 
provisions in trade agreements improve specific human rights or even affect a 
government’s willingness to respect a human right commitment (Aarsonson and Chaffour, 
2011). Depending on how human rights commitments feature in the agreement, it is 
difficult for researchers to establish causality in observing any impact in respect for a 
particular human right. Since the agreement between the EU and Mercosur will be an 
Association Agreement, by default, it shall include an essential elements clause, in which 
the parties commit to adhere to fundamental human rights principles. However, variance 
in specificity of language — for example actionable versus aspirational language—can 
nonetheless create difficulty in proving causality (Aarsonson and Chaffour, 2011). 

6.2. Baseline 

6.2.1.  Right to an Adequate Standard of Living and the Right to the Enjoyment of the 
Highest Attainable Standard of Mental and Physical Health 

Right to an adequate standard of living is guaranteed under Article 11 of the International 
Covenant on Economic, Social and Cultural Rights (CESCR). The Covenant on Economic, 
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Social and Cultural Rights has issued several General Comments explaining the 
components of this right, which includes the right to adequate housing (General Comments 
4 and 7), the right to food (General Comment 12), the right to water (General Comment 
15), the right to social security (General Comment 19), as well as the right to hospitals 
and mental health services. The General Comments elaborate on the criteria, which need 
to be taken into consideration for this right to be fulfilled. The right to an adequate 
standard of living is also enshrined in the EU Charter of Fundamental Rights under Article 
34. As the Right to an Adequate Standard of Living is closely related to the Right to Health, 
this study highlights their interlinking by integrating both under one heading (Equality and 
Human Rights Commission, 2019). Table 28 below provides the areas examined to discuss 
the current landscape of both rights in the EU and Mercosur regions. 

Table 28. Baseline indicators 

Right Areas 
Right to an Adequate Standard of Living Financial Resources; Housing; Food; 

Water; Social Security; Hospitals; Mental 
Health Services 

Right to Enjoyment of the Highest 
Attainable Standard of Mental and Physical 
Health  

Health and Social Care; Working 
Conditions; Environment related health 
impacts; Housing related health impacts 

Source: Author’s elaboration.  

In that regard,  

Figure 29 demonstrates that the poverty head count ratio (defined at $1.90 per day (2011 
PPP)), has decreased in the last decade in all Mercosur partner countries.  

Figure 29. Poverty Headcount Ratio at $1.90 a day (% of population) 
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Source: WorldBankData. 

The second part of  

Figure 29 demonstrates that although all headcounts of poverty below the line of $1.90 
per day were decreasing over the medium term, Mercosur member states continued to 
reflect greater populations in poverty than those of the EU from 2004 -2014. However, 
World Bank Data is not available on trends beyond 2014.  

Food Security, Water, and Nutrition 

General Comment No. 12 of the CESCR states that the right to adequate food is not to be 
“interpreted in a narrow or restrictive sense which equates it with a minimum package of 
calories, proteins and other specific nutrients”. As such, the right is implied to ensure 
sufficient availability of quality food to satisfy dietary needs. Food should be free from 
adverse substances; culturally acceptable; and economically accessible (Equality and 
Human Rights Commission, 2019). As such, Figure 30 below presents the current state of 
food insecurity in the negotiating parties.  
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Figure 30. Food Insecurity 

Source: WorldBankData 

Data on food insecurity demonstrates that conditions for the achievement of the right to 
food have improved since 2005 in all negotiating parties except for Paraguay, where 12% 
of the population is undernourished.  Women are additionally more vulnerable to food price 
increases (ODI, 2009). In that light, the analysis will take this into consideration when 
assessing changes in consumer prices as a consequence of the AA. 

As regards the right to water, Figure 31 demonstrates that it is not of significant concern 
among the negotiating parties, apart from the situation for Brazil’s rural population. While 
Brazil possesses 12% of the world’s reserve of available freshwater, access to basic 
drinking services has yet to peak over 90% accessibility for its rural populations.     
According to the US Agency of International Development (USAID), expansion of large soy 
and sugar cane plantations has Brazil’s section of the Pantanal wetland, one of the largest 
continuous wetlands in the world, under pressure (USAID, 2011). Particularly, the 
industrialised south and southeast, with a population of nearly 60%, face difficulties 
regarding water pollution and availability. While the country is increasingly investing in 
private sector partnerships to increase water and sanitation infrastructure in poverty-
ridden areas, those most vulnerable continue to struggle with affordability (USAID, 2011).  

Figure 31. % of Population with Access to Basic Drinking Water Services, 2015 

 

Source: WorldBankData. 
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Adequate Housing and Access to Land 

Under their commitments to the ESCR, states must monitor levels of homelessness and 
invest in programmes to increase access to adequate housing. Cooperation in achieving 
the 2030 Sustainable Development Goals likewise calls on states to prioritise delivering 
access to housing, basic services, and upgrading slums. While achieving the right to 
adequate food and water has made considerable progress in Brazil, inequality in access to 
land for Brazil’s rural population (14%) is a growing concern (Hinojosa, 2009). The 2006 
Agricultural Census, carried out by the Brazilian Institute of Geography and Statistics, 
reports a Gini coefficient for land distribution in Brazil of 0.872, a higher degree of 
inequality than there was in 1995–1996, when the last census was conducted. While the 
most recent 2017 Agricultural Census released preliminary results in 2018, final findings 
presenting an updated Gini coefficient for land distribution in Brazil are not available.  

 

Source: WorldBankData. 

Of Brazil’s entire population, 85.5% is urban living, and 91.4% of Argentina’s population 
resides in urban environments. Of those that live in Brazilian urban areas, almost a quarter 
live in slums, and in Argentina, about 17% do. According to Habitat for Humanity, slums 
are often defined by limited or no access to basic resources including sanitation and 
electricity (Habitat for Humanity, 2019). While 88% of Brazil’s urban population has access 
to adequate sanitation facilities, there are serious concerns regarding Brazil’s rural 
population as only about half has access. Ensuring access to adequate sanitation is not 
only fundamental for human dignity and privacy, but is one of the principal mechanisms 
for protecting the quality of drinking water supplies and resources (General Comment 15, 
para. 29).  

Access to Mental & Physical Health Services  

There are considerable overlaps in key aspects of the Right to an Adequate Standard of 
Living and the Right to the Enjoyment of the Highest Attainable Standard of Mental and 
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Physical Health including access to the determinants of health such as safe drinking water 
and sanitation; food and nutrition; and housing. However, the Right to Health likewise 
contains certain entitlements highlighting a country’s obligations to provide a system of 
health protection; prevention, treatment and control of disease; and access to essential 
medicines. In this light, we provide an overview of the current situation in the negotiating 
parties below. 
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Source: WorldBankData. 

Figure 34-37 paint the current realities regarding prevalence of disease, and access to 
adequate health services for physical health across the negotiating parties. Of particular 
concern is Paraguay’s risk of impoverishing and catastrophic expenditure for adequate 
surgical care. More than a quarter of the population is at risk of catastrophic expenditure 
while the available surgical workforce is not capable of providing more than 14 staff per 
100,000 patients.  

Source: IHME, Global Burden of Disease 

According to the Institute for Health Metrics and Evaluation, the prevalence of mental 
health disorders across all negotiating parties is rather high above 10% in all and the 
highest concentration in Argentina and Uruguay (~15.75%). While the lowest share of the 
population with mental health challenges resides in Central Europe (11.87%), at least a 
tenth of all populations suffer from mental health challenges. In regards to incidence, or 
the measured risk of further developing mental health disorders, IHME demonstrates that 
risks are low. However, there are significant challenges in measuring incidence for mental 
health, as the determinants and severity of mental health disorders are complex and are 
attributed to a number of causal factors. 

Figure 38. Prevalence and Incidence of Mental Disorders, 
2017 (% of population) 

Figure 37. Hospital Beds, 2011 
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6.2.2.  Rights of Indigenous Peoples 

The Declaration on the Rights of Indigenous Peoples "emphasizes the rights of all 
indigenous peoples to maintain and strengthen their own institutions, cultures and 
traditions, and to pursue their development in keeping with their own needs and 
aspirations" (UNESA, n.d.). The declaration sets out the individual and collective rights of 
all indigenous peoples. Table below provides the areas examined to discuss the current 
landscape of the rights enshrined in the declaration in both the EU and Mercosur regions. 

Table 29. Baseline indicators 

Right Areas 
Rights of Indigenous People 
Text: Declaration on the Rights of 
Indigenous Peoples 

Health; Property; Land Rights; Culture; 
Identity; Language; Employment; Health; 
Education 

Source: Author’s elaboration. 

Health 

The Mercosur countries each host considerably sized indigenous populations. According to 
the 2018 World Indigenous Report, the 2010 census conducted by the Brazilian Institute 
of Geography and Statistics reveals that 0.46% of Brazil’s population is indigenous, while 
the 2012 Paraguayan National Census of Population and Housing for Indigenous Peoples 
demonstrates that 2% of the population self-identifies as indigenous (IWGIA, 2018). A 
survey by the World Population Review likewise demonstrates that 1.1% of Uruguay’s 
population self-identifies as indigenous (WPR, 2019). Finally, the most recent census by 
the National Institute of Statistics and Census in 2010 revealed that 2.4% of Argentina’s 
populations self-identified as descending from or belonging to an indigenous group 
(IWGIA, 2018).  

Figure 39. Indigenous Mortality Rates 

 

Source: Sistema de Indicadores Sociodemograficos de Poblaciones y Pueblos Indigenas, CELADE 

Figure 39 above compares infant mortality rates of indigenous populations in Brazil and 
Paraguay with those of non-indigenous communities. There are considerable disparities 
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between indigenous and non-indigenous communities in Paraguay, but far smaller 
disparities in Brazil. 

Property, Housing, and Land Rights 

Mercosur member states have an obligation via the Inter-American Commission on Human 
Rights and the Inter-American Court of Human Rights to protect indigenous communities’ 
relationship with their land and take action against the continuing displacement of 
indigenous persons. Beyond protecting land rights, states must likewise meet obligations 
defined by the right to life where measures must guarantee conditions for a “dignified life” 
(OHCHR, 2015). As regards to relevant living conditions, for Paraguay, considerable 
disparities are seen for the three indicators to adequate living conditions below. For Brazil, 
the disparity is relatively small, except for the issue of overcrowding in rural indigenous 
communities as compared with rural non-indigenous communities. 

Figure 40. Access to Adequate Living Conditions for Indigenous Persons 

  

Source: Sistema de Indicadores Sociodemograficos de Poblaciones y Pueblos Indigenas, CELADE 

Figure 40 demonstrates that in Brazil the situation regarding water sources and sanitation 
in rural areas is a serious concern for both indigenous as well as non-indigenous 
communities. Agricultural expansion projects, including in Mercosur member states, have 
at times undermined indigenous peoples’ rights, including their rights to lands, natural 
resources, as well as their rights to, food, health and development. Indigenous families 
are in some cases displaced, often suffering from extreme poverty and 
marginalization.  While, clearing of land as part of agricultural activities and investment 
projects can affect livelihoods across populations, the effects on indigenous subsistence 
livelihoods are of particular concern by limiting access to game, fish, and honey (Notess & 
Veit, 2018; Notess, 2018; Notess et al., 2018).  

Education 

The declaration prohibits discrimination against indigenous peoples including in regard to 
education. In that regard, Figure 41 observes the right to education by comparing 
illiteracy rates between indigenous and non-indigenous populations in Brazil and Paraguay.  

  

0

50

100

Overcrowding Inadequate
Water

Sources

Inadequate
Sanitation

Brazil

Rural Indigenous

Urban Indigenous

Rural Non- Indigenous

Urban Non-Indigenous

0

50

100

Overcrowding Inadequate
Water Sources

Inadequate
Sanitation

Paraguay

Rural Indigenous

Urban Indigenous

Rural Non-Indigenous

Urban Non-Indigenous



SIA in support of association agreement  
negotiations between the European Union and Mercosur 

96 

 

Figure 41. Access to Education for Indigenous Persons 

        

Source: Sistema de Indicadores Sociodemograficos de Poblaciones y Pueblos Indigenas, CELADE 

As before, the discrepancies in access to education in Brazil are linked only to a limited 
extent to indigenous identification with rural versus urban environments playing a more 
determining role. In contrast, Paraguay also sees rural vs urban differences, but 
accessibility is more strongly predicted by indigenous identification. A 100% rate of 
primary education enrolment in Figure 42 below would indicate an implementation gap in 
the right to education. Moreover, a lower percentage of school attendance of indigenous 
children compared to non-indigenous children is a measure of inequality. Scholastic 
welfare is seen as a gross indicator of secondary school attendance.  

Figure 42. % of Population Receiving Scholastic Welfare  

  

Source: Sistema de Indicadores Sociodemograficos de Poblaciones y Pueblos Indigenas, CELADE 

Figure 42 demonstrates that there are sizable inequalities in scholastic welfare (an 
indicator of school attendance) provided for indigenous communities versus non-
indigenous communities in both Brazil and Paraguay. According to the Latin American and 
Caribbean Demographic Centre (CELADE), the lower attendance of indigenous youth to 
secondary education is associated with an earlier incorporation into the labour market 
(CELADE, 2018). 
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Culture, Identity, and Language 

Figure 43 compares the percentage of indigenous populations in Paraguay that only speak 
their indigenous language versus those that only speak the national language versus those 
that speak both.  

Figure 43. Right to Culture, Identity, and Language 

 

Source: Sistema de Indicadores Sociodemograficos de Poblaciones y Pueblos Indigenas, CELADE 

Studies show systematically that those who only speak their indigenous languages present 
indicators of unfavourable living conditions in comparison to those that speak Spanish. 
While a direct causal link between the ability to speak Spanish, and improved living 
standards is difficult to prove, the inability of some to speak Spanish marginalises them 
socially and prevents indigenous populations from securing work in the formal sector 
(CELADE, 2018). However, according to the CELADE, security of the indigenous language, 
and bilingualism in Spanish is an indicator of the respect of the right to culture and identity 
(CELADE, 2018). While the right to culture and identity is integral to the Declaration of 
Rights of Indigenous Persons, certain local authorities view the prioritization of indigenous 
languages alongside the national language as a cultural barrier or sign of 
underdevelopment.  

Employment 

Figure 44 demonstrates that indigenous employment is concentrated in the agricultural 
sector, which, given the characteristics of their economies and their territorial locations, is 
rather unsurprising. However, the deterioration and fragility of the ecosystems on which 
their well-being depends, which threaten their survival, favour a migration to the cities, 
where they subsequently work in the manufacturing and services sectors. 
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Figure 44. Indigenous Occupational Structure by Sector 

  

Source: Sistema de Indicadores Sociodemograficos de Poblaciones y Pueblos Indigenas, CELADE, 2015. 

Figure 45 suggests that this is the case in Brazil where there is a high prevalence of urban 
service sector employment. In rural areas, the presence of indigenous people in the 
manufacturing sector is, in general, associated with the making of crafts or industries that 
also depend on natural resources. It is important to note that, although indigenous peoples 
are able to participate in the service economy, they do so systematically in lower-income 
jobs, such as domestic service in the case of indigenous women. 

Figure 45. Employment Structure for Indigenous Persons 

    

Source: Sistema de Indicadores Sociodemograficos de Poblaciones y Pueblos Indigenas, CELADE, 2015 

As regards employment in the formal economy and unemployment, neither of these two 
indicators shows a strong disparity between indigenous and non-indigenous communities. 

0

20

40

60

80

100

Agricultural
Sector

Manufacturing
Sector

Services Sector

Brazil 

All Female All Male All Rural All Urban

0

20

40

60

80

100

Agricultural
Sector

Manufacturing
Sector

Services Sector

Paraguay

All Female All Male All Rural All Urban

0

20

40

60

80

Brazil Paraguay

% of population in the 
formal economy

rural Indigenous population

urban Indigenous population

rural non-indigenous community

urban non-indigenous community

0

5

10

15

20

25

Brazil Paraguay

% of population 
unemployed

Rural Indigenous

Urban Indigenous

Rural - Non indigenous

Urban Non-Indigenous



SIA in support of association agreement  
negotiations between the European Union and Mercosur 

99 

 

6.2.3.  Gender Equality 

Gender equality is protected by the Convention on the Elimination of all Forms of 
Discrimination against Women (CEDAW), the ILO Discrimination Convention, and the 
Convention on the Elimination of Racial Discrimination (CERD) under various articles. By 
accepting the Conventions, States commit themselves to end discrimination against 
women by incorporating the principle of equality throughout their institutional, legislative, 
and normative frameworks (UNWomen, 2009). This section outlines the current realities 
of gender equalities in each negotiating party in order to establish a baseline prior to the 
agreement. Table 71 below provides the areas examined to discuss the current landscape 
of the rights enshrined in the declarations in both the EU and Mercosur regions. 

Table 30. Baseline Indicators 

Gender equality key texts Areas 
Convention on the Elimination of all Forms 
of Discrimination Against Women 
(CEDAW); Convention on the Elimination 
of Racial Discrimination (CERD) 

Employment; Education; Social Security; 
Health; Finances 

ILO Discrimination Convention (No. 111) Employment; Work Conditions 
Source: Author’s elaboration.  

Employment 

Figure 46 compares female unemployment against male unemployment in all negotiating 
states. World Bank data, demonstrates that a small gender disparity exists in 
unemployment rates in the EU and a far larger disparity in Mercosur member states. 

Figure 46. Unemployment & Labour Force Participation 

 

Source: WorldBankData 
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Figure 47 presents the share of female workers in wage employment in the non-
agricultural sector (industry and services), expressed as a percentage of total employment 
in the non-agricultural sector. Wage employment in industry and services takes place in 
the formal economy where women have greater bargaining power through contractual 
means. Data on women in wage employment in the non-agricultural sector show the 
extent to which women have access to paid employment – which affects their integration 
into the monetary economy. This acts as an indicator of the degree to which labour 
markets are open to women - which affects not only equal employment opportunities, but 
also economic efficiency through flexibility of the labour market and the economy's 
capacity to adapt to changes over time.  

Figure 47 demonstrates that the current share of women in wage employment and the 
female-male labour ratio within the negotiating parties are only of concern in Paraguay 
where only about half of the female workforce is employed under formal arrangements.  

Figure 47. Share of Women in Vulnerable Employment and Wage Employment 

 

Source: DataMarket  

While lower levels of unemployment are sought, it is necessary to ensure that accessible 
employment does not place women in positions of vulnerability. According to a 2018 ILO 
report, women are often sought for different kinds of employment that make them 
vulnerable through unjust wages, and lack of formal accountability (ILO, 2018).  

Figure 47 demonstrates that vulnerable employment is typically of greater concern for 
men in all negotiating parties except for Paraguay where 42% of women are engaged in 
vulnerable employment compared to 37% of men. According to UN Women, the 
integration of women in the Paraguayan workplace occurs unequally, with noticeably 
different rates of involvement in the labour market between men (87.1%) and women 
(62%). These disparities in the labour market may be explained by the fact that a majority 
of women in Paraguay work in the informal sector, where vulnerable working conditions 
provide monthly wages equal to only 71% of those of men’s (UN Women, 2009). 
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Figure 48. % of Female Employment by Sector  

 

Source: WorldBankData 

The concentration of women in certain sectors may result from cultural attitudes that 
prevent them from entering industrial employment. This is particularly harmful for women, 
who have a much narrower range of labour market choices and lower levels of pay than 
men. Men continue to make up the majority of people employed in all three sectors, but 
the gender gap is biggest in the industrial sector.  

There are several explanations for the importance of service jobs for women. Figure 49 
demonstrates that while all negotiating parties are service economies with both a majority 
percentage of men and women working in the service industry, the agricultural and 
industrial goods sectors are predominantly male. Women's wage work is important for 
economic growth and the well-being of families. However, women often face obstacles 
such as restricted access to credit markets, capital, land, and training and education; time 
constraints due to traditional family responsibilities; and labour market bias and 
discrimination. These obstacles force women to limit their full participation in paid 
economic activities, to be less productive, and to receive lower wages. 

Figure 49. Proportion of time spent on unpaid domestic and care work (% of 24 
hour day) 

 

Source: WorldBankData 
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Casual or temporary jobs — to  which women have more access — usually include few, if 
any, social benefits (ILO, 2018). Additionally, the gender gap in earnings is particularly 
high in informal employment, where unpaid work has been registered in cases of piece-
rate employment arrangements (Hinojosa, 2009). Women may be drawn into lower-
paying service activities that allow for more flexible work schedules, thus making it easier 
to balance family responsibilities with work life. Figure 49 demonstrates that on a daily 
basis, in all four Mercosur member states, women spend more than double the amount of 
time on unpaid domestic and care work than men.  

The realities provided above outlining the gendered realities of unemployment, contractual 
arrangements, vulnerable employment, and sectoral make up define the basis for the 
study’s analysis. The baseline highlights that women have restricted access to land as 
collateral, devote disproportional amounts of unpaid labour, are at risk of informal 
arrangements and are most commonly employed in the service sector. 

6.3. Analysis   

Based on the results of the economic analysis from the CGE along with the analysis in the 
previous chapters, we look at the aggregate welfare effects, GDP, results on skilled and 
unskilled labour, loss of tariff revenue and sectoral effects to assess the implications for 
the above stated rights on the EU, Argentina, Brazil, Paraguay, and Uruguay.  

6.3.1.  Right to an Adequate Standard of Living and the Right to the Enjoyment of the 
Highest Attainable Standard of Mental and Physical Health 

As a result of the AA, GDP is expected to increase in all negotiating countries. For the EU, 
a large part of the increase in GDP comes from investment and increased imports of 
cheaper intermediate goods, allowing for increases in production. In order to ensure that 
the increase in import volumes of cheap intermediate goods from Mercosur do not have 
negative implications for the Mercosur labour force, the appropriateness of regulatory 
measures must be further assessed. If appropriate measures are defined, producers in 
Mercosur may benefit more so than if it were to otherwise trade with a partner exhibiting 
a less strict regulatory framework.  

Increased domestic consumption across all negotiating parties acts as an indicator towards 
the achievement of the right to an adequate standard of living as residents have a 
demonstrated increase in purchasing power for necessities such as food and adequate 
housing. As presented by the CGE results, private consumption likewise increases for all 
commodities in the EU, but it decreases for most commodities in Mercosur member states. 
The diversion of domestic consumption levels to increased export levels must be assessed 
further as economic advantages of exportation often leave producers and poor 
communities vulnerable to food insecurity as exportation may become more profitable 
than domestic consumption. 

While interpretation of certain CGE results on human rights impacts are straightforward, 
such as positive impacts from increased domestic consumption, others can prove to be 
rather ambiguous and dependent on external factors. The CGE results demonstrate that 
exports will increase in all negotiating parties, particularly for Brazil and Argentina. 
According to USAID, while Brazil has implemented legal provisions to address inequities 
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and land disputes that may arise from increased exports, providing small farmers with 
forest lands for cultivation, development activities add continuing pressure (USAID, 2019).  

Similarly, a 2012 report by the Special Rapporteur on the human right to safe drinking 
water and sanitation raises concerns relating to the possible impacts of large-scale 
investment projects on the quantity and quality of water in Uruguay. Particular concerns 
surround access to drinking water for those living in rural areas (HRC, 2012). Citing the 
CGE results of the ambitious scenario, investment in Uruguay will be 1.4% higher than in 
the baseline. Sector specific results demonstrate that the largest increase in Uruguay’s 
outputs will consist of Vegetables and Bovine Meats – water intensive industries. As such, 
opportunities exist for positive gains from increased exportation and investment, so long 
as protection mechanisms mitigate negative impacts from extensive resource needs 
creating possible risks for land disputes in Brazil and issues for clean water accessibility in 
Uruguay.  

6.3.2.  Rights of Indigenous Peoples 

Based on the results of the economic analysis from the CGE we look at the results on 
sectoral effects to assess the implications for the rights of indigenous persons in Argentina, 
Brazil, Paraguay, and Uruguay. The relevant impact analysis demonstrates that the CGE 
model predicts increased output in some agricultural sectors in Mercosur, where risk to 
indigenous populations may be of concern regarding the sector labour force, land 
allocation, and proper distribution of surrounding natural resources. Additional production 
of some agricultural products may lead to pressure on land use with adverse impacts on 
indigenous peoples' livelihoods and environmental conditions. However, it is important to 
note that this concern only arises to the extent that any increased production entails new 
land use rather than intensifying use of currently farmed land.  It is likewise worth noting 
that the expansion of some Mercosur agricultural sectors predicted by the model is due at 
least as much to reallocation of resources resulting from liberalisation of Mercosur tariffs 
as it is from increased export demand for those Mercosur products.  

While it is important to recognise the potential vulnerabilities of indigenous populations to 
increased agricultural production, it is equally important to highlight possible benefits. 
With proper accountability mechanisms in place, foreign investment in rural areas has the 
potential to provide important benefits to rural indigenous populations, such as 
employment, capacity building, and physical infrastructure including roads, schools, and 
increased access to water supplies (Nascimiento, 2011). 

Agricultural expansion, increased investment, and pressures on land use 

The CGE results demonstrate an increase in investment in Brazil. If this investment is to 
take place in rural areas, the concentration of indigenous livelihood in the agricultural 
sector may be further threatened. Hinojosa (2009) finds that incentives to accentuate 
asset concentration, particularly land, in order to produce economies of scale and to 
participate in the process of market expansion, could affect the most vulnerable groups if 
no mitigating measures are implemented to avoid asset dispossession and unfair labour-
market practices. 

As noted above, opportunities for infrastructure expansion exist from increased 
investment. While land conflicts persist as a result of foreign investment in rural territories, 
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indigenous people have, in some cases, managed to negotiate with companies involved to 
obtain benefits such as jobs, drinking water supply, and the building of schools and roads 
(Cali, Ellis and Willem te Velde, 2008). The particular emphasis in this case is on increased 
bargaining power for indigenous communities vis-à-vis multinational corporations, and 
thus greater capacity to implement the demand side of human rights. According to a 2011 
FAO report, the social impacts of transnational corporations (TNCs) investing in rural 
territories can actually be positive through higher wages and job creation (Nascimento, 
2011).  

6.3.3.  Gender Equality  

Based on the results of the economic analysis from the CGE we look at the sectoral effects 
– in the broad sense in which the economy is divided into agriculture, manufacturing and 
services sectors – to assess the implications for gender equality in the EU, Argentina, 
Brazil, Paraguay, and Uruguay. Sectoral information is particularly useful in identifying 
broad shifts in employment and stages of development.   

As was outlined in the inception report, the literature suggested that women bear the 
burden of household adjustments as increases in exports lead to reductions in women’s 
leisure time, especially for women with less bargaining power in the household (Floro, 
1995; Satveren, 2003; Darity, 1995). While an increase in women’s paid employment in 
exporting industries is beneficial, the amount of unpaid labour women are expected to 
take care of does not decrease, but rather is done at the cost of women’s leisure time, 
more so than for men (Fontana and Wood 2000; Erturk, Catagay and Darity, 1995). 
Additionally, following results from the quantitative analysis, the bulk of output and export 
increases from Mercosur will be in agricultural and industrial goods, which are sectors 
where ownership is dominated by men. Special attention should thus be paid potential to 
consequences of income disparities.  

While the literature concludes that liberalisation certainly has an effect on wages, it differs 
between sectors, as well as countries (Satveren, 2003). The AA may in fact have a positive 
impact on female wages and employment in all negotiating parties where the majority of 
women are employed in the service sector—which will benefit from increases in private 
consumption.  

In regards to the intensification of agricultural exports from Mercosur, that are estimated 
from trade liberalisation, benefits to the female workforce are limited for various reasons. 
First, land ownership is traditionally skewed towards men, which restricts women’s access 
to credit due to the impossibility of using land as collateral (Deere and Leon, 2003). For 
example, a survey cited by Deere and Leon estimates that only 11% of land is owned by 
women in Brazil, although this is likely an underestimate given that the questionnaire did 
not give the option of indicating that land was owned jointly with a spouse. Further, while 
Argentina, Brazil, and Uruguay are middle income economies, Paraguay remains a low 
income country. In this light, the findings of Darity’s (1995) macroeconomic model for a 
low-income economy that specializes on agricultural exports combined with a gender 
division of labour are noteworthy as it demonstrates that men reap a disproportionate 
amount of earnings from cash crops. Liberalisation in a sector where men receive higher 
earnings may increase income disparity as increased cash crop returns flow primarily to 
men. While this does not necessarily increase poverty in the female population, it is 
important to note the risks to relative bargaining power in the household.  
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7.  Sectoral Analysis  

7.1. Sectoral analysis: Agriculture 

7.1.1.  Beef 

Sector overview 

Mercosur countries have been among the main historical suppliers of beef to the EU and 
Mercosur presents important production capacities. The importance of Mercosur as a 
supplier of beef is explained by the traditional links, consumer preferences as well as 
certain policies affecting the bilateral trade. The Mercosur beef export supply is diverse. 
On one side, Mercosur is a major exporter of processed beef (e.g. corned beef). This export 
supply, whose development started thanks to European investments in the late XIXth and 
early XXth, is demanded by many low-income consumers in the EU. On the other extreme, 
beef from some of the Mercosur countries (i.e. Argentina) is recognised in the European 
consumers as synonymous of the highest quality and it is consumed by the high-income 
end of the income distribution in the EU. This puts Mercosur as a diversified exporter of 
beef that can supply a wide range of consumers in the EU. 

Production, trade and consumption 

Table 31 presents the beef balance in the EU and Mercosur. This indicates how much 
production, consumption and trade have evolved, measured in quantities, in the last 10 
years. Unfortunately, it is impossible to obtain more updated information for Mercosur with 
this level of detail. In the EU, consumption fell between 2007 and 2013 and then picked 
up considerably between 2014 and 2018 (see data table), although it remains however 
lower than it was in the early 2000s. EU production has also grown considerably and in 
2018 reached its highest level since 2007. This is in part due to the pick-up in domestic 
consumption and in part in response to growing demand for EU exports of both bovine 
meat and live animals.  

Measured in volumes, Mercosur is the largest supplier of beef to the EU, accounting for 
73% of total EU beef imports. This share, however, has been coming down during the 
analysed period. This may be the result of a joint effect associated with the increase in 
market access and exports into the EU from third suppliers and a generalised fall in the 
total Mercosur volume of exports.53 Nevertheless, the importance which China as a 
destination of beef exports has acquired in the last years cannot be downplayed.  

In terms of consumption, Mercosur countries have been experiencing an increase in per 
capita consumption and the EU, on the other hand, experienced a fall. In Argentina, the 
fall in per-capita consumption experienced since 1970’s has now stabilised while Brazil’s 
consumption has increased.  

These long-term trends, may experience some short run cycle associated with the 
economic and the livestock cycle. In the first case, the economic crisis that affected 

                                    
53 The introduction of export duties and other restrictions to exports of beef in the mid 2000’s (although 
substantially removed recently) has played a significant role. 
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Mercosur countries in the last three years may have affected beef consumption and it may 
have increased export surplus. This is not reflected in the analysis as more recent data 
are not available. On the other hand, change of producers’ expectations resulting from the 
change in Government in Argentina and Brazil during 2015-16 may have led to a reduction 
of short run production of beef to increase the number of cows. This process seems to 
have stopped, and production has increased during 2017 (Infocampo, 2019). 

Table 31. Beef balance in the EU (in thousands of tonnes carcass weight 
equivalent) 
 

2010 2011 2012 2013 2014 2015 2016 2017 2018 
Gross 
indigenous 
production 

8,203 8,183 7,855 7,488 7,655 7,835 8,070 8,107 8,236 

Net production 8,100 8,036 7,697 7,379 7,541 7,657 7,852 7,869 7,994 
Consumption 8,167 7,995 7,761 7,523 7,641 7,743 7,907 7,884 8,044 
Imports meat 321 287 275 304 308 300 304 285 303 
Imports (live 
animals) 

0 0 0 0 0 0 0 0 0 

Imports (total) 321 287 275 304 308 300 304 285 303 
Exports (meat) 253 327 210 160 208 211 249 271 250 
Exports (live 
animals) 

104 147 159 109 114 178 219 238 242 

Exports (total) 357 474 369 269 322 389 468 509 492 

Source: Eurostat  

Table 32. Beef balance in Mercosur (in thousands of tonnes carcass weight 
equivalent) 

  2010 2011 2012 2013 2014 2015 2016 2017 

Production 12612 12356 12690 13373 13382 13132 12963 13470 
Apparent 
consumption 10109 10240 10382 10681 10588 10521 10267 10543 
Export  2539 2157 2369 2750 2874 2673 2764 2992 
Imports 36 41 61 59 80 61 69 64 
Exports to 
EU 298 258 251 255 245 236 245 244 

Source: FAOSTAT. Comtrade 

The share and volumes fell substantially around a decade ago and have since been fairly 
stable. The fall was associated in part to the increase in consumption experienced in 
Mercosur as well as with changes in structure of the destination suggest that other non-
EU markets have gained relevance. The Russian Federation, China and Egypt, for example, 
absorb, in volumes, more or similar volumes of Mercosur’s beef exports than the EU.  

Table 33 presents the bilateral trade in beef between Mercosur and the EU in values. Beef 
represents around 3% of the total EU imports from Mercosur. This share has gone up as 
the value of total EU imports from Mercosur has decreased (around 20% with respect to 
the 2012 values). Nevertheless, the value of the EU imports of beef from Mercosur have 
remained relatively constant since 2012 around Euros 1.3 billion. This is explained 
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primarily by the fact that most of the imports from Mercosur (by value) are limited by 
quotas. The share of Mercosur in total EU imports in value remains close to the share 
observed in volumes. Moreover, it also presents a decreasing trend and indicates a 
reduction of near six percentage points in the last 5 years. This fall seems to be explained 
by a combined effect of a fall in the volumes imported, discussed before; and an increase 
in the import prices.  

On the other hand, the importance of the EU as a destination of exports measured in 
values is substantially higher than when measured in volumes. In fact, the EU doubles its 
share when the influence of prices is considered. The EU represents almost 17% of the 
value of the beef exported by Mercosur.  

Table 33. EU-Mercosur bilateral trade (in billions of Euros) 

Year EU beef 
imports 

from 
Mercosur 

Share of 
Beef 

products 
in total 

EU 
imports 

from 
Mercosu

r (%) 

Total 
EU 

beef 
import

s 

Share of 
Mercosur 
in total EU 
imports of 
beef (%) 

Mercosur 
beef 

exports to 
EU 

Total 
Mercosur 

beef 
exports 

Share of EU 
in total 

Mercosur 
beef exports 

(%) 

2012 1.3 2.6 1.8 73.9 1.3 7.1 18.4 

2013 1.3 2.9 1.8 72.6 1.2 7.7 16.2 

2014 1.3 3.3 1.9 71.6 1.3 8.5 15.6 

2015 1.4 3.3 2.1 66.2 1.4 8.6 15.8 

2016 1.4 3.4 2.0 68.0 1.4 8.4 16.7 

2017 1.3 3.2 1.9 69.0    

Source: Eurostat and UN Comtrade. Note: Differences between the value of exports and the value of imports 
due to different data sources and transformation into Euros of data originally in US dollars.  

Trade composition 

Mercosur beef exports can be classified in: Fresh, frozen and processed beef. Table 34 
presents the detail of the beef imports from Mercosur classified using the EU Common 
Nomenclature between 2015 and 2017. Fresh beef constitutes the most important beef 
product imported from Mercosur, accounting for more than half of the total value imported. 
In turn, Mercosur represents nearly 64% of the total EU imports on this product. In 
general, this product represents the higher quality side of the distribution of products. This 
product is for what Mercosur beef imports are known for in the EU.  

Frozen beef is another important beef product imported from Mercosur. Mercosur 
represent around 80% of the EU’s total frozen beef imports from the world. This is trade 
is limited to the hindquarters of the animal, based on the higher value assigned by the EU 
consumer. However, they are of less value than the fresh or chilled beef. Forequarters and 
other cuts are frequently exported by Mercosur to Israel and other low value markets. 
Finally, processed beef (e.g. thermo-processed) is another key product in the trade 
between Mercosur and the EU. Mercosur accounts for almost all the EU imports on this 
product, where Brazil is by far the largest supplier. However, the volumes imported by the 
EU have observed a decline in the last five years. This is in large part because China and 
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other emerging markets are increasingly demanding this product from Mercosur, reducing 
the supply to the EU.. 

Table 35 presents the Mercosur exports to the EU as Mercosur reports them. The 
differences in value with respect to the value of the EU imports from Mercosur are related 
to the different source of data and the transformation to Euros of the exports originally 
expressed in US dollars. The table presents the average value of total Mercosur exports in 
each product. It also presents the share of the EU as a destination of each product. 

The most important exported beef product for Mercosur is boneless frozen beef (020230), 
accounting for almost 62% of the total Mercosur beef exports. However, the share of the 
EU in the exports of this product is small at 7%. This product, in general of lower quality 
and price, is frequently exported to low and middle-income countries. In the case of high 
quality chilled boneless beef (020130), the EU represents on average 44% of the Mercosur 
beef exports by value for the period 2012-16. Exports of this product have grown 
substantially over the last five years but remain well below peak levels seen in 2005-07.  

Policy dimensions 

Tariffs constitute a major element of the trade policy applied on the beef trade. In general, 
tariffs applied by the EU on beef constitute tariff peaks and they tend to be several times 
higher than the average tariff applied by the EU on all products. In addition to that, as it 
happens with many agricultural products, the tariffs applied by the EU tend to be non-ad 
valorem. This complicates the analysis but it also affects trade differently than ad-valorem 
duties. This is because the ad-valorem equivalent tends to increase as the import price 
falls. Consequently, tariffs tend to be a larger share of the import price in the cheapest 
products.  

In the rest of the products, ad-valorem equivalents range between 26.6% and 79.3%. 
Two products are of importance in virtue of the existing trade. In the case of chilled 
boneless beef (02013000), the ad-valorem equivalent tariff is 43%. In the case of boneless 
frozen beef (02023090), the ad-valorem equivalent is around 64%.   

The Hilton quota, provides access at a reduced tariff (20%) in high quality fresh and chilled 
cuts.54 This TRQ, negotiated in 1979 and expanded after successive EU enlargements due 
to withdrawal of WTO concessions, benefits several world exporters. However, the largest 
beneficiaries are the Mercosur countries, which account for more of than 70% of the total 
quota allocation. Argentina is the largest beneficiary of this quota, accounting for more 
than half of the total quota allocation and 75% of the allocation to Mercosur countries. 
Nevertheless, Argentina has not managed in the last years to export substantial volumes 
outside the allocated volumes under the TRQ. This was primarily associated with the 
restrictions that applied to the exports of beef from Argentina until 2015. On one side, 
exports of beef have been subject to a 15% export duty. On the other side, there have 
been intermittent quantitative restrictions on the volumes exported since 2006. These 
restrictions have been lifted in early 2016 (Reuters, 2016). 

                                    
54 See Commission Regulation (EU) No 593/2013. 
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Table 34. Imports of beef products from Mercosur (in million of Euros) 

CN Description 2015 2016 2017 
Average share in imports from Mercosur Average 

share in 
EU 

imports 
Argentina Brazil Paraguay Uruguay 

02013000 Fresh or chilled bovine meat, boneless 810 860.5 860.2 45 26 3 27 64 
02023090 Frozen bovine boneless meat (excl. Forequarters, whole or 

cut into a maximum  
351.1 328.6 311.1 3 67 2 29 82 

16025031 Corned beef, in airtight containers 120.4 107.8 83.2 0 100 0 0 100 
16025095 Meat or offal of bovine animals, prepared or preserved, 

cooked 
84.3 79.8 59.7 1 98 - 0 94 

 OTHER BEEF PRODUCTS IN CHAPTERS 2 AND 16 1.7 1.6 0.7 21 55 0 24 11  
TOTAL 1367 1378 1315      

Source: Eurostat. 

Table 35. Mercosur beef exports to the EU (in millions of Euros) 

HS6 Description 2012 2013 2014 2015 2016 

Average 
Total 

Mercosur 
exports 

Share of 
product in 
total beef 
exports 

Share of EU in 
total product 

exports 

020130 Meat of bovine animals, fresh/chill 691.6 686.0 762.3 781.8 884.6 1744.8 21.6 43.6 
020230 Meat of bovine animals, frozen, bon 348.4 330.6 342.5 348.3 319.3 4983.3 61.8 6.8 
160250 Prepared/preserved preparations of 254.6 208.2 200.1 208.0 179.9 601.5 7.5 34.9  

OTHER PRODUCTS IN CHAPTERS 02 AND 
16 

1.3 1.3 1.4 1.1 0.8 714.6 8.8 7.3 

  TOTAL 1316.4 1244.3 1324.0 1361.1 1406.2 8066.5 
 

16.5 

Source: UN Comtrade. 
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Table 36. MFN tariff applied by the EU on beef products (2016) (Note: Only products 
in headings 0201, 0202 and 1602 are shown) 

CN Description Duty 

Import 
price 

per 100 
kg 

Ad-
valore

m 
equiva

lent 
02011000 Carcases or half-carcases of bovine animals, fresh 

or chilled: High quality beef and veal 
12.8% + 176.8 

EUR/100 kg N/A  

02012020 """Compensated"" quarters of bovine animals with 
bone in, fresh or chilled: High quality beef and veal" 

12.8% + 176.8 
EUR/100 kg 831.0 34.1 

02012030 Unseparated or separated forequarters of bovine 
animals, with bone in, fresh or chilled : High quality 
beef  

12.8% + 141.4 
EUR/100 kg N/A  

02012050 Unseparated or separated hindquarters of bovine 
animals, with bone in, fresh or chilled : High quality 
beef  

12.8% + 212.2 
EUR/100 kg N/A  

02012090 "Fresh or chilled bovine cuts, with bone in (excl. 
carcases and half-carcases, ""compensated 
quarters"",  

12.8% + 265.2 
EUR/100 kg 1,275.4 33.6 

02013000 Fresh or chilled bovine meat, boneless : High quality 12.8% + 303.4 
EUR/100 kg 999.3 43.1 

02021000 Frozen bovine carcases and half-carcases : High 
quality beef and veal 

12.8% + 176.8 
EUR/100 kg 398.6 57.1 

02022010 "Frozen ""compensated"" bovine quarters, with 
bone in : High quality beef and veal" 

12.8% + 176.8 
EUR/100 kg 265.8 79.3 

02022030 Frozen unseparated or separated bovine 
forequarters, with bone in : High quality beef and 
veal 

12.8% + 141.4 
EUR/100 kg N/A  

02022050 Frozen unseparated or separated bovine 
hindquarters, with bone in : High quality beef and 
veal 

12.8% + 221.1 
EUR/100 kg N/A  

02022090 "Frozen bovine cuts, with bone in (excl. carcases 
and half-carcases, ""compensated"" quarters, 
forequarters 

12.8% + 265.3 
EUR/100 kg 774.2 47.0 

02023010 "Frozen bovine boneless forequarters, whole or cut 
in max. 5 pieces, each quarter in 1 block; 

12.8% + 221.1 
EUR/100 kg 349.2 76.1 

02023050 Frozen bovine boneless crop, chuck and blade and 
brisket cuts : High quality beef and veal 

12.8% + 221.1 
EUR/100 kg 388.1 69.8 

02023090 "Frozen bovine boneless meat (excl. forequarters, 
whole or cut into a maximum of five pieces,  

12.8% + 304.1 
EUR/100 kg 

589.6 64.4 

16025010 Prepared or preserved meat or offal of bovine 
animals, uncooked, incl. mixtures of cooked meat or  

303.4 EUR/100 
kg 

1,140.8 26.6 

16025031 Corned beef, in airtight containers 16.6% 364.1 16.6 
16025095 Meat or offal of bovine animals, prepared or 

preserved, cooked (excl. corned beef in airtight con 
16.6% 572.0 16.6 

16029061 Prepared or preserved meat or meat offal, 
uncooked, containing meat or offal of bovines, incl. 
mixture 

303.4 EUR/100 
kg 

N/A 
 

16029069 Prepared or preserved meat or meat offal, cooked, 
containing meat or offal of bovine animals 

16.6% N/A 16.6 

In contrast, Uruguay and Brazil have managed to export larger volumes outside the quota, 
paying the standard MFN duty (12.80 % + 303.40 EUR / 100 kg). Transformed into ad-
valorem equivalent, this duty is of 43%. In virtue of the high quality associated with the 
product, Mercosur exporters manage to export significant volumes even when tariffs may 
be prohibitive for the rest of the exporters. This provides an idea of the competitiveness 
of Mercosur exporters in this product.  
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Sanitary Status 

The Foot and Mouth Disease (FMD) constitutes a major concern for Mercosur exporters 
and different outbreaks in the past generated serious disruption and economic loses. 
Sanitary measures with respect to FMD applies primarily to fresh and frozen beef and not 
on cooked processed beef where the trade is not subject to these regulations. There is not 
a single FMD status across Mercosur and it presents not only variations between countries 
but also within the different regions in each country. Uruguay has been free of FMD for 
many years and it has managed to stop its vaccination. Consequently, this has allowed 
Uruguay to access high price markets such as the US and Japan. However, Uruguay 
reintroduced vaccination recently. The same status is currently observed in Paraguay. 

The sanitary status of Argentina varies within the country. Patagonia is free of FMD without 
vaccination. In the rest of the country, vaccination is regularly performed and enforced by 
the Servicio Nacional de Sanidad (SENASA). The last serious outbreak occurred in 2001. 
As Argentina, Brazil presents different areas with respect to FMD status and vaccination. 
However, it presents some areas without FMD status. Only one state (Santa Catarina) is 
free of FMD and vaccination is not practiced.  

Despite the variations, Mercosur countries have made enormous efforts to improve their 
sanitary status and they continue work to improve it. The status is not an impediment to 
export to the EU. However, it limits the products that can be exported. For example, no 
trade in beef with bone is recorded in virtue of the FMD status.  

Assessing the impact of the agreement  

Economic impact 

Since beef is regarded by the EU as a particularly sensitive product, it will be subject to 
TRQ treatment in any future agreement. While it does not model TRQs and only focusses 
on tariff protection, the CGE analysis outlined some important results for the beef sector 
in Mercosur and the EU. Table 37 presents a summary of the results obtained in the CGE 
analysis for bovine meat.   

In the most conservative scenario, where the tariff currently being applied in the model is 
reduced by 15%, EU imports from Mercosur will expand between 26% and 37% depending 
on the country. In this scenario, output in Mercosur would expand between 0.2% and 
2.1% and total EU output will contract by 0.7%. In general, the effects of the agreement 
tend to be smaller for Paraguay and Uruguay is the country that experiences the largest 
effects in terms of trade and output.  

In the ambitious scenario, where tariffs applied in the CGE model are reduced by 30%, 
the effects are, as expected, larger. EU imports from Mercosur would expand between 
54% and 78%. Output in the EU would fall by 1.2% whilst output in Mercosur would 
expand between 0.6% and 4% and by around 2% in the two large countries.  
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Table 37. Bovine meat results in the CGE Model.  

 Conservative Scenario Ambitious Scenario 
  EU imports Output EU Imports Output 
Argentina 30.9 1.3 66.3 2.5 
Brazil 37 1.2 78.0 2.0 
Paraguay 28.7 0.2 63.7 0.6 
Uruguay 25.6 2.1 54.1 4.0 
EU28  -0.7  -1.2 

Source: CGE Modelling Results.  

These results need to be qualified based on the limitations of the CGE analysis and the 
reality of the beef trade. However, it is important to highlight a few features. The 
conservative scenario would imply an increase of around 30% in imports of beef cuts. 
Based on recent trend imports of around 200 thousand tonnes per year, this would be 
equivalent to an increase in imports of around 60 000 tonnes. The ambitious scenario 
would imply an increase of around 70% in imports of beef cuts, which would imply an 
increase in imports of around 140 000 tonnes. It is important to highlight the differential 
effect in one and in another product. By volume, it is expected that the largest increase 
will be in frozen beef. This is explained by a higher elasticity of demand and the fact that 
the ad-valorem equivalent tariff is higher according Table 36. This means that most of the 
volume increase in the imports from Mercosur will occur in this sector rather than in the 
chilled beef. 

The existing EU imports outside the Hilton quota and the erga omnes beef quotas under 
which Mercosur export, for example, will be channelled through the new bilateral beef 
quota. The annual out-of-quota EU imports from Mercosur in high quality fresh beef is 
around 40,000 tonnes and around 10,000 for frozen beef. Therefore, an additional quota 
around this volume will not generate changes in the existing volumes imported but it will 
imply a transfer of EU tariff duties collected to the Mercosur exporters or to EU importers 
(e.g. supermarkets), depending on how the quota is going to be administered. A larger 
quota than this volume will eventually expand the volumes imported.  

Environmental impact 

Beef production may have important effects on the environment. On one side, extensive 
models of cattle breeding have important implications with respect to how land is used 
and allocated to different agricultural activities. On the other hand, cattle breeding has 
been associated to the production of certain GHGs such as carbon dioxide and methane. 
Moreover, the management of manure associated with more intensive forms of cattle 
breeding (e.g. feed-lots) may have also important implications with respect to the effects 
on water and the environment of the areas where these farms are located. Therefore, the 
assessment of the effect that the agreement may have on the environment needs to be 
related to the differential effect with respect to the current situation. This suggests 
understanding the existing use environmental resources and how the situation may change 
as a result of the agreement.  
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Use of land 

Additional land to be used in cattle production (especially under extensive models of 
production) will come from basically two sources. On one side, cattle farming may advance 
on current idle lands in terms of agricultural production. This may include former 
agriculture lands as well as forests and other natural ecosystems. On the other side, cattle 
production may expand on existing agricultural lands dedicated to other products such as 
crops or other animal production. In terms of the effect of the agreement on land, the 
effect of the agreement should be primarily concerned to the first dimension. 

Table 38 presents how the total land available in each country is used as agricultural land 
and on permanent and temporary meadows and pastures. This last category is relevant 
for the cattle production. In general, more than 72% of the agricultural land in Mercosur 
are permanent and temporary meadows and pastures. The room for substitution between 
cattle production and non-animal production is limited as the share of pastures in 
agricultural land is above 70% in Mercosur as compared with 35% in the EU. However, it 
is still possible that some reallocation between cattle and other animal production could 
occur. Moreover, this general picture does not consider the case of reallocation within 
regions. 

It is possible, except in Uruguay where it has already occupying 83% of the total land that 
the agricultural land may expand further in Mercosur. In Mercosur, only 40% of the land 
is used by agricultural activities. This suggests that there is a large room for expansion of 
the agricultural frontier. It may be possible that domestic consumption may fall, 
maintaining the stock unchanged. Moreover, even in the case that cattle stock increases, 
there may be an increase in the density of animals per hectare rather than an increase in 
the use of land.  

Table 38. Land use in Mercosur and the EU (2015) In millions of hectares 

Country 
Total 
Land 
(1) 

Agricultural 
Land (2) 

Permanent 
and 

temporary 
meadows 

and 
pastures 

(3) 

Share of 
agricultural 

in total 
land 

(2)/(1) 

Share of 
pastures 

in 
agriculture 

land 
(3)/(2) 

cattle 
stock 

(millions 
of 

heads ) 

Density in 
pastures 

and 
meadows 

(heads/ha) 

Argentina 273.7 148.7 112.9 54% 76% 51.4 0.35 
Brazil 835.8 282.6 196.0 34% 69% 215.2 0.76 
Paraguay 39.7 21.9 17.0 55% 78% 14.2 0.65 
Uruguay 17.5 14.5 12.5 83% 87% 11.9 0.82 
Total 
Mercosur 1,166.7 467.6 338.4 40% 72% 292.8 0.63 

European 
Union 423.8 184.5 65.3 44% 35% 89.6 0.49 

Source: FAOSTAT. 

Consequently, although it may be possible a limited expansion of the agricultural frontier 
in Mercosur associated with an increase in the cattle stocks; it is also possible that exports 
to the EU may be generated without increasing stocks, by increasing the animal density 
and/or by substituting land with other animal uses. 
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Greenhouse gases 

Chapter 6 discusses the impact on GHGs of liberalisation in each sector. Table 39 presents 
the volume of GHG (in CO2 equivalents) of the beef production in the EU and Mercosur. 
This was calculated using Table 31. Beef balance in the EU  and a rate of 46.2kg of C02-
equivalent per kilogram of carcass (FAO, 2013). This allows us to quantify the potential 
effect in terms of GHG emissions of the agreement.  

Table 39. Greenhouse gases emissions in Mercosur and the EU (2012-13) (in 
megatonnes) 

  GHG emissions in MT C02-equivalents  
 EU production  349.2 
 Mercosur production  609.6 
 Mercosur exports  73.0 
 Mercosur exports to the EU  6.6 

Source: Author’s elaboration.  

Mercosur exports to the EU represents 1.1% of the CO2-equivalents emissions of the beef 
production in Mercosur. If exports to the EU doubles and that production increases by the 
same amount, yearly CO2-equivalent emissions in Mercosur from the beef production 
would increase by slightly more than 1%. Assuming that no other adjustment in world 
production occurs55 (e.g. production in any other supplier of the EU is not reduced), 
emissions of C02-equivalent from the beef sector generated by the extra increase in 
production to supply the EU would increase 0.2% As the adjustment could not necessarily 
be translated into an increase in either Mercosur production or in world production, the 
increase in GHG emissions may be even lower.  

Animal welfare 

This includes the conditions on which animals are transported from the farms to the 
processing plants as well as the treatment animal receive during the slaughtering. This 
goes beyond aspects related to animal cruelty, which are considered in the legislation of 
all the countries.  

It does apply the same considerations associated with the impact of the agreement. Should 
there is an impact, this will be quite limited. However, it may be easier for EU consumers 
to impact in the animal welfare outcomes and, consequently, reduce and even improve 
the animal welfare situation in Mercosur. The agreement can provide scope for dialogue 
and consultation in relation to animal welfare.  

Social impact 

There are significant differences in the related social composition of the beef sector in both 
the EU and Mercosur. The EU’s animal production is characterised by its intensive 
production based on small and frequently family-owned farms. This puts the effects of the 
agreement on the beef sector at the core of its social dimensions in the EU. In addition to 

                                    
55 We assume a world production of around 61500 thousands of metric tonnes (FAO) 
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the effects on the rural population, workers operating in the meat processing plants may 
also be affected by the agreement. 

In the case of Mercosur, animal production tends to be more extensive and based on large 
scale farms. However, in virtue of their larger size, these farms tend to make more 
intensive use of paid labour than their European counterparts. In many of these cases, 
employees live with their families in the farm. Consequently, their housing is attached to 
the performance of the employment. This means that farm downsizing tend to have far 
more serious consequences that the typical job loss. As in the case of the EU, urban 
workers tend to be employed in the meat processing plants. 

Social impact in the EU 

In 2013, there were 1,825,000 cattle-keeping farms in the EU (Rico et al, 2017). 640,000 
were subsistence farms. The commercial farms generated nearly 2.5 million jobs 
(measured as Annual working units). This means that many of these jobs include the 
labour input provided by the farmer and his/her family. Around 888,000 were employed 
by the sector which includes the production of other type of meats in addition of beef. 

Of course, the effect on employment and income in these population groups will depend 
primarily on the magnitude of the effect of the agreement. Although beef imports from 
Mercosur could increase substantially, considering that they will remain a small share of 
the volumes consumed by the EU, the effect in total production and consequently on 
employment tend to be limited. All this suggests that in virtue of the small share of 
Mercosur in EU consumption before and after the agreement and the possibility of re-
conversion of farms, the effect in terms of employment in the EU production of beef are 
expected to be limited.  

Social impact in Mercosur 

There are no statistics about employment in the cattle farming for Mercosur. This 
information does not allow us to quantify precisely the employment relevance of the beef 
sector in Mercosur.  

However, based on the share of cattle production in total value of production in each of 
the countries and making abstraction of any consideration with respect to labour 
productivity, employment in the cattle production in Mercosur countries could be around 
3% of the total employment. This could potentially be more than 3 million of jobs that 
would depend on the cattle production. 

This represent a very high upper bound of what could be the effect on employment in the 
sector. The employment that may be affected by the agreement will be potentially lower. 
On one side, there is a significant share of beef that is marketed domestically without 
expected significant effect expected. Although is not possible to distinguish farms that 
supply beef for export (animals are breeding to supply jointly the domestic and export 
market), based on Table 31, 1% of the beef produced in Mercosur would be exported to 
the EU. With a potential increase of this share to 2% as explained before, the share of 
employment affected in Mercosur by the agreement would be around 0.06% of the total 
employment or around 10,000 jobs across Mercosur. Although many of these jobs may be 
created among the most vulnerable people in the region, the effect is very small to 
generate a significant change in either poverty or income distribution.  
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In addition to the effects on the cattle breeding, there is an additional effect to consider in 
the sector that slaughters and process animals. There are no official statistics about the 
employment in the beef producer sector. We do not have information about the value of 
production of beef in the sector, but even if 100% of it is produced by the beef sector and 
considering the potential share of the EU in total Mercosur beef production, the affected 
employment will be around of 0.1% of the total employment. This could be as high as 
35,000 jobs for Brazil. However, this would constitute still an unrealistic upper effect on 
employment in this sector.  

Chapter 4 makes a deeper assessment of the labour rights effects of the agreement. 
Although there are certain labour rights issues that affect the agricultural sector (e.g. 
housing associated with employment), they are not specific to the beef sector. There are 
no major specific labour rights issues affecting workers in beef production and cattle 
breeding.  

Human rights  

Beef production involves activities that spread into both rural and urban areas. Populations 
in each of these areas are subject to different type of legal and institutional challenges 
that affect in different degrees their human rights. Therefore, it is important to distinguish 
the labour rights and the land access dimensions in the analysis. However, there are no 
significant issues specific to beef production. Chapter 6, on the other hand, discusses 
general human rights issues, including the access to land. These are very relevant to the 
agricultural sector in general but no specific to beef production and/or cattle breeding.  

Impact on SMEs 

The assessment does not preview specific impact on SMEs, resulting from these provisions. 

Impact on Consumers 

A related dimension of the social impact is associated with the effect on EU domestic prices 
associated with the agreement. In principle, the agreement may generate some important 
reduction in key products of importance for consumers.  

Beef (and other meats) accounts for 3.5% of the average household expenditure.56  Based 
on the animal protein consumption, beef would represent nearly 20% of the meat 
consumption in the EU.57  Therefore, although we may be mixing value and quantity-based 
measures, we could say that beef would represent around 0.7% of the average household 
consumption. Consequently, ceteris paribus, a 1% fall in the consumer price of beef will 
generate a fall of 0.007% in the average value of the consumption expenditure in the EU, 
assuming no adjustments in the quantities consumed.  

Although the effect in terms of employment in Mercosur may be limited, there is a potential 
dimension to consider associated to the weight that beef has in the household 
consumption. Table 40 suggests that the share of beef in total household consumption 
could be as high as 5.45%. This suggests that any change in the price of beef associated 

                                    
56 Based on data from Eurostat.  
57 Food Supply - Livestock and Fish Primary Equivalent provided by Food and Agriculture Organization of the 
United Nations. 

http://www.fao.org/faostat/en/#data/CL


 
 
 

SIA in support of association agreement  
negotiations between the European Union and Mercosur 

  

117 

with the effect may have potentially large effects on the value of the household 
consumption. For example, an increase of the consumer price of beef in Mercosur of 10% 
associated to the rise of the export prices may lead to an increase in the value of household 
consumption of 0.5%. This small increase may be potentially serious in the most 
vulnerable population groups.  

However, as we mentioned, even a relatively large increase in the exports of beef to the 
EU will still represent a relatively small change with respect to the total production and 
consumption in Mercosur. Consequently, it is unlikely that small changes in volumes may 
generate large effect on prices. Moreover, it is expected that the supply to the EU will be 
mostly concentrated in higher quality cuts and their consumption is more limited in 
Mercosur. This suggests that the effect in prices may be more limited. However, it is 
expected that the effect in prices may be higher than the one that EU consumers may 
experience.  

Table 40. Share of beef in average household consumption in Mercosur 

 Country Share of beef (%) Source 
Argentina 5.45 Indice de Precios al consumidor base (2015) 
Uruguay 3.93 Indice de Precios al consumidor base (2010) 

Brazil 3.02 
Sistema Nacional de Indice de Precos a 

Consumidor (2014) 

Impact on LDCs 

The effect on preference erosion on LDCs associated with the improvement in market 
access from Mercosur can be assessed by looking at the LDCs exports and the exports to 
the EU.  

Table 41 presents the average value of beef exports from each LDC to the EU and in total. 
Exports of beef products to the EU are less than Euros 2 million and represent around 25% 
of the total LDC beef exports. However, considering that the EU imported, in 2016, from 
LDCs by almost Euros 39 billion, the effect general preference erosion effect is marginal. 
For Myanmar, the country with the largest value exported to the EU, beef exports 
represents around 0.2% of its total exports. Therefore, the effect of increased market 
access of Mercosur in beef products on LDCs exports is in general negligible.  

Table 41. Least Developed Countries exports of beef (in millions of Euros) 

 Country Total Exports  
(average 2012-16) 

Exports to the EU  
(average 2012-16) 

Myanmar 5.3 1.4 
Nepal 0.7 - 
Ethiopia 0.3 0.1 
Bangladesh 0.3 0.0 
Lao PDR 0.3 - 
Madagascar 0.3 0.1 
Sudan 0.2 - 
Rest of LDCs 0.7 0.0 
Total 8.1 1.9 

Source: UN Comtrade. 
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Impact on OMRs 

In virtue of the reduced size, there is no commercial exporting beef activities of relevance 
in the Outermost regions of the EU. Therefore, the increase in the exports of beef from 
Mercosur to the mainland EU is not expected to have a significant effect on the exports of 
these regions as well as on the intra-EU regional trade. 

Moreover, the small economic size of this regions, suggest that the effect of the imports 
from the Mercosur may be limited on the beef production that exist to supply the local 
market. For example, it is unlikely that the agreement will imply a sizable increase in the 
exports of Mercosur to Reunion, for example. It is possible, nevertheless, some increase 
in the cross-border trade between Brazil and French Guyana. However, this is likely to be 
limited to a circumscribed expansion of the already low cross-border trade between Brazil 
and France. 

7.1.2.  Dairy 

Sector overview 

European immigrants in Mercosur countries in the late XIXth and early XXth centuries 
brought their taste and preferences for dairy products. Mercosur countries tend to present 
a higher per-capita level consumption of dairy product than similar developing countries 
and definitely higher than most of their Latin-American partners. This and the perceived 
good quality associated with the European dairy products put Mercosur as a potential key 
export partner for the EU. The same European immigrants also brought their know-how 
to the production of dairy products in the region. In addition, the availability of resources 
(e.g. land) and the increased domestic demand and contributed to the development of an 
important and competitive local dairy sector in Mercosur countries. Therefore, Mercosur 
producers may also see the agreement as an opportunity to expand their exports to the 
EU. 

However, these structural similar characteristics hide the enormous scale and trade 
asymmetries between both partners. The EU is the largest producer and consumer of dairy 
products in the world; whilst Mercosur manages to supply a domestic but growing demand. 
In this sense, there are different opportunities and challenges for both partners. In the 
case of Mercosur, there is an opportunity to expand their industry beyond the regional 
context. For the EU, Mercosur constitutes an opportunity for further expansion of an 
already powerful sector.  

Production, consumption and trade 

Table 42 presents the composition of the balance of milk and some dairy products in the 
Mercosur and the EU. This allows to identify the production and consumption evolution of 
some key products and for the whole sector. In the case of milk, the value for all milk 
trade, production and consumption, included that already used to produced cheese and 
butter. Therefore, it presents a general view of the sector and not specifically of fresh milk.  

Production of milk in Mercosur has grown by 31% between the periods analysed, following 
closely the evolution of consumption. Consumption of cheese has experienced a significant 
increase during the period. This is associated with the increase of incomes experienced 
during the period across the region (e.g. cheese presents generally a very high-income 
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elasticity). Exports of dairy products have increased also by 30%; however, most of this 
trade is intra-Mercosur trade as we will see. 

Table 42. Balance sheet of dairy products (In thousands of tonnes) 

  Product Period Export 
Quantity 

Import 
Quantity 

Productio
n 

Stock 
Variation 

Consump
tion 

M
er

co
su

r 

Butter 2004-05 20 1 157 -1 138 
  2012-13 48 7 180 3 137 
Cheese 2004-05 80 7 455 0 381 
  2012-13 103 35 687 -5 624 
Milk 2004-05 3,177 444 35,864 -13 33,144 
  2012-13 4,286 1,297 47,040 -2 44,053 

EU
 

Butter 2004-05 923 765 2,084 53 1,872 
  2012-13 914 866 1,927 -2 1,881 
Cheese 2004-05 3,117 2,491 8,525 -21 7,920 
  2012-13 4,354 3,605 9,448 6 8,693 
Milk 2004-05 53,712 43,346 153,680 -526 143,840 
  2012-13 70,439 54,016 156,538 -2 140,117 

Source: FAOStats. 

It is worth mentioning that the period presented here does not capture the economic crisis 
that Mercosur countries experienced in the last 3 years and it is expected that consumption 
of dairy products (although not fresh milk), rather than falling, may have slowed down its 
growth during the period. However, this short run phenomenon constitutes a short-term 
deviation of the long-run trend showing the increase in the consumption of dairy products 
in Mercosur. The increase in the consumption of dairy products responds to a long run 
trend rather than to short term variations. In the case of the EU, production and 
consumption have been more stable. Trade, on the other hand, has experienced a more 
dynamic behaviour with both exports and imports expanding.  

Trade composition 

In the case of the EU, Mercosur is a small partner in its dairy exports. It represents no 
more than 0.4% of the total extra-EU dairy exports (Table 43). Moreover, exports have 
fallen in the recent years associated with the fall in incomes in Mercosur as well as some 
price behaviour explained by, among other factors, fluctuations in the exchange rate. In 
addition, dairy products constitute a very marginal product in the total exports of the EU 
to Mercosur.  

Table 43. EU-Mercosur bilateral trade of dairy products (in millions of Euros) 

 Year Imports 
from 
Mercosur 

Total EU 
dairy 
imports 
from the 
world 
(extra-
EU) 

EU dairy 
exports to 
Mercosur 

Total EU 
dairy 
exports to 
the world 
(extra-
EU_ 

Share of 
Mercosur 
in total EU 
dairy 
exports 
(%) 

Share of dairy 
products in 
total EU 
exports to 
Mercosur 
(%) 

2012 2 637.3 33.8 8,717.3 0.39 0.07 
2013 69 653.1 36.1 9,331.4 0.39 0.07 
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2014 6 703.9 33.9 10,210.2 0.33 0.07 
2015 37 576.1 26.9 9,318.7 0.29 0.06 
2016 6 581.9 24.3 9,092.5 0.27 0.06 

Source: Eurostat Comext 

Most of the EU exports of dairy products to Mercosur are concentrated in cheese, 
accounting for more than 70% of the total dairy export (Table 44). Whey, accounting for 
slightly more than 15%, almost completes the range of products exported. However, when 
looking at the information at 8 digits, whey in powder is the most important dairy product. 
Among cheese, brie, parmigiano regiano and other cheese account the for the largest 
shares. 

Although this analysis provides an initial assessment overview of the capabilities of both 
partners to supply each other’s market, it is insufficient to give a comprehensive 
assessment of the capacities to supply and to absorb more trade. Therefore, we need to 
focus on different elements to assess the potential effects. In the case of the EU exports, 
it matters the structure and the size of total Mercosur imports of dairy products. This will 
indicate the opportunities that the EU may have to gain market share in the Mercosur 
market. At the same time, the assessment of the existing total export capacities of 
Mercosur will suggest the potential short run expansion of the exports to the EU. 

In terms of the Mercosur export capacities, Table 45 presents total exports disaggregated 
by product. It also indicates the share of the intra-Mercosur trade. This trade represents 
a sizable share (53%) of total exports of dairy products. In virtue of the relatively high 
tariffs applied on dairy products within Mercosur (to be discussed later in more depth), it 
suggests an important trade diversion within Mercosur. This suggests that Mercosur 
producers manage to export primarily to the rest of the bloc under the high protection of 
the CET. This suggests that, outside Mercosur, in general, Mercosur dairy products might 
not be very competitive. However, this lack of competitiveness may be associated with 
general high levels of protection worldwide rather than a typical trade diversion scenario.  

However, a product view suggests that in some products, Mercosur exporters manage to 
export important volumes outside the bloc. In the case of full fat milk powder (040221), 
that represents 47% of the total Mercosur exports of dairy products, almost 40% are 
exported outside the bloc. In addition to this, skimmed milk powder (040210) and cheese 
(040690) are products with a sizable out-of-Mercosur exports. This suggests that Mercosur 
may have some supply capacities of milk powder outside the bloc that could may be 
employed to supply the EU market.  

Despite these products, in general, Mercosur does not present, at least in the short run, 
capacity to export dairy products in sizable volumes and value to the EU. Moreover, even 
assuming an unlikely re-allocation of exports from Mercosur to the EU, the effect of these 
exports on the EU market are expected to be minimal as we have already seen.  
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Table 44. EU dairy exports to Mercosur (in thousands of Euros) 

 HS6   Description 2012 2013 2014 2015 2016 Share (%) 
040210 Milk and cream in solid forms, of a fat content by weight of <= 

1,5% 
211.6 809.6 930.3 786.3 198.4 1.9 

040410 Whey and modified whey 8632.6 6368.9 4885.3 1496.1 2557 15.4 
040510 Butter (excl. Dehydrated butter and ghee) 1569.3 2736.6 1397.5 1899.2 2313.7 6.4 
040610 Fresh cheese "unripened or uncured cheese" 614.7 1021.6 716.8 332.9 353.4 2 

040630 Processed cheese, not grated or powdered 1286.9 1727.3 1170.8 736.4 657.9 3.6 
040640 Blue-veined cheese and other cheese containing 1014.7 1393.3 1406.7 1476.4 1352.5 4.3 

040690 Cheese (excl. Fresh cheese, incl. whey cheese). 19968 20936 22697.6 19556.6 16527.7 64.3 
  OTHER 556 1121.4 666.8 656 327.2 2.1 
TOTAL 33853.6 36114.6 33871.5 26939.9 24287.8   

Source: Eurostat.
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Table 45. Total Mercosur exports of dairy products (In millions of Euros) 

HS6 Description 2012 2013 2014 2015 2016 Average 
share of 
Mercosur 
in total 
exports 

(%) 

Share 
of 

product 
in total 
dairy 

exports 
(%) 

040120 Milk and cream of a fat content by weight of > 1% but 
<= 6%, … 

19.8 18.8 21.2 13.1 9.9 29.8 0.99 

040140 Milk and cream of a fat content by weight of > 6% but 
<= 10%, not … 

15 12.9 13.9 13.6 12.1 12 0.67 

040210 Milk and cream in solid forms, of a fat content by 
weight of <= 1,5% 

118.3 176.4 141.5 112.7 93.5 63.8 10.23 

040221 Milk and cream in solid forms, of a fat content by 
weight of > 1,5%, unsweetened 

747.5 913.9 912.2 841.1 625.4 62.7 47.51 

040299 Milk and cream, concentrated and sweetened (excl. In 
solid forms) 

40.8 39.8 48.1 34 42.1 19.8 2.15 

040390 Buttermilk, curdled milk and cream 13.8 12.6 6.7 10.1 9.6 39.4 0.68 
040410 Whey and modified whey 109.6 126.6 121.9 85.4 66.7 23.4 6.49 
040510 Butter (excl. Dehydrated butter and ghee) 122.9 121.2 120.9 74.4 48.1 11.7 5.32 
040610 Fresh cheese "unripened or uncured cheese" 83.2 90.7 78.4 57 107.8 49.3 6.04 
040630 Processed cheese, not grated or powdered 16.9 21.1 24.2 21.5 25.7 82.1 1.98 
040690 Cheese (excl. Fresh cheese, incl. whey cheese) 286.5 274.5 292.4 178.3 145.6 55 14.41 
  Other dairy products 43.9 51.7 45.5 29 31.9 80 3.5 
   TOTAL 1,618.20 1,860.20 1,826.80 1,470.40 1,218.30 53.1   

Source: UN Comtrade. 
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Trade Policy 

The dairy sector tends to be protected worldwide. Not only there are different tariffs and 
trade measured applied; the sector tends to be subject to different incentives such as price 
support mechanisms and other subsidies. This certainly applies to EU and to certain extent 
to Mercosur too. In the EU, whilst the CAP reform has reduced notably the volume of price 
distort mechanisms towards less distorting de-coupled payments, a substantial share of 
the dairy farm income is provided through different producer support mechanisms.  

Table 46 presents an aggregation into 6 digits of the ad-valorem equivalent MFN tariffs. 
This sheds some light, although partial, on the weak performance of the Mercosur exports 
of dairy in the EU. Tariffs applied to dairy products are several times higher than the 
average MFN tariff applied by the EU. Moreover, all the dairy products are subject to the 
non-ad valorem tariffs which not only make analysis difficult, they affect efficient suppliers 
by applying a higher duty to low price exporters.  

Table 46. EU and Mercosur MFN tariffs applied to dairy products in 2016 (in 
percentages) 

  
 HS6 

European Union Mercosur 
Min Average Max Min Average Max 

40110 34.6 35.8 37 12 13 14 
40120 44.2 50.1 56.1 12 13 14 
40140 61.7 62.2 62.7 12 12.7 14 
40150 30.6 63 99.2 12 12.7 14 
40210 52.8 58.9 65.1 28 28 28 
40221 44.7 51 57.3 16 24 28 
40229 60.3 66.7 75.1 16 24 28 
40291 32.6 104 172.7 14 14 14 
40299 34.7 86.3 121.6 28 28 28 
40310 15.4 48.6 135.3 16 16 16 
40390 16.5 72.8 148.1 16 16 16 
40410 9.2 167.2 241.6 28 28 28 
40490 58.5 84 107.1 14 14 14 
40510 57.4 59 70.1 16 16 16 
40520 64 64 64 16 16 16 
40590 64.3 64.3 64.3 16 16 16 
40610 62 65.4 74.1 16 22 28 
40620 41.2 41.2 41.2 16 16 16 
40630 35.6 39.8 55 16 16 16 
40640 21.6 21.6 21.6 16 16 16 
40690 34.5 36.7 50.6 16 22 28 

Source: World Bank Trains. 

Although tariffs applied by Mercosur on dairy products are high in term of international 
average standard, they are not tariff peaks. They are slightly above the average Mercosur 
CET. They are, nevertheless, substantially lower than those applied by the EU. Moreover, 
they show a high level of homogeneity within dairy products, presenting a very low 
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variation. EU importers can import dairy products under a system of TRQs. Some of them 
are assigned to specific suppliers (none of them a Mercosur country) whilst others are 
open to products from any WTO member. In virtue of the high out-of-quota tariffs 
presented before, most of the dairy imports are done through the TRQs. 

The administration of the TRQ, in this case, is on the importer. Importers need to request 
a licence to import under the TRQ. The Commission allocates the license based on different 
criteria up to the maximum volume established by the TRQ. This system provides 
importers with a rent generated by the difference between the out-of-quota and the in-
quota tariff. Under the TRQ, the importer pays the in-quota tariffs whilst, if the quota is 
effectively filled, sells domestically considering the higher out-of-quota tariff. 

Sanitary conditions 

The low levels of Mercosur exports to the EU difficult the analysis of compliance of sanitary 
standards. In the RASFF, for example, there are no recent alerts risen on milk and milk 
products originated from Mercosur but this may be the result of the very low level of 
imports from Mercosur. 

Although there are certain minimum sanitary standards that apply to the production of 
dairy in Mercosur and the main producers tend to adopt private standards above the 
required local regulations; it is unclear whether Mercosur exporters are in position of 
meeting in the short-run the EU standards. Still, there is a significant informal milk circuit 
in many of the Mercosur countries where fresh milk is commercialised without minimum 
processing (e.g. pasteurisation). Although this volume of milk is not used in any exported 
or domestically commercialised dairy product, it reveals the weaknesses in the 
enforcement of some basic sanitary regulations and heterogeneity among dairy farms. 
This complicates the assessment of the compliance capacities of the Mercosur producers. 

On the other extreme of the sector, there are large dairy firms that operate with high 
levels of compliance. Some of these firms are in partnerships with or are directly owned 
by internationally recognised dairy firms, many of them from the EU (e.g. Danone). This 
suggests that it may be easier, in case of being required, for these firms to adequate their 
production processes to meet EU standards. The capacity of other formal dairy firms to 
meet EU standards is more unclear. Mercosur presents good enough certification 
capabilities. The EU has granted to the respective sanitary authorities the recognition to 
perform these tasks. Therefore, if Mercosur exporters can meet the standards, it will be 
easy for them to certify their compliance.  

Assessing the impact of the agreement  

The EU dairy sector is three times larger than the Mercosur’s. It indicates, on the other 
hand, that the Mercosur capacity to supply an expanded demand from the EU is, in the 
short run, limited.  This puts a major limit on the effects of the agreement on the exports 
of dairy products from Mercosur. Although there might be some sharper effects in some 
specific products; in general, the effect will be small in the whole EU dairy market. EU 
producers may manage to accommodate relatively easy to this increased competition. In 
fact, in virtue that Mercosur is not a price maker, they may keep Mercosur exporters out 
of the EU market by reducing their prices.  
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Geographic indicators and denomination of origin 

Dairy products (especially cheese) present a wide range of variety with different quality 
characteristics. The enforcement of these features is of extreme importance in the EU and 
it is increasingly important in Mercosur countries. Geographic indicators and the 
denomination of origin introduce another issue to consider in the assessment of the effects 
of the agreement in the dairy sector. EU consumers have developed very strong 
preferences and taste for varieties of cheese. In this sense, most of the cheese consumed 
in the EU is differentiated using geographic indicators and denominations of origin. Product 
differentiation introduces a limit on competition. Although not an institutional or legal 
discrimination, it tends to create market niches where competition is limited.  

This puts a constraint on the capacity of Mercosur exporters to supply cheese to the EU, 
at least at the retail level. Mercosur exporters will be only able to export to the EU using 
a different denomination for their products, even with this may be very similar and even 
superior to those supplied in the EU. These denominations will be, initially, unknown for 
the European consumer and it will be hard for them to identify the qualities that the 
product may have. Consequently, it will be only through a very competitive price that 
these varieties may compete with the established and know EU varieties. 

This” branding” issue is of less importance for cheese or other dairy products used in the 
food manufacturing where the quality requirements tend to be lower than those assigned 
by the consumer. If the manufactured products are not marketed as containing or being 
produced using some dairy product protected by geographic indicator or denomination of 
origin, Mercosur exporters will be in position of supplying them with the product. This 
suggests that the potential expansion on the exports of cheese from Mercosur would be 
likely to occur in the cheapest and lowest quality spectrum destined to the manufacturing 
sector. Nothing would prevent exporting high quality cheese using a Mercosur 
denomination of origin (e.g. Reggianito cheese) or geographic indicator. However, it will 
take time until the EU consumer recognises the quality of the product and consider it as a 
substitute and, consequently, competitor of an EU cheese. 

This issue is raised as there are significant differences in the geographic indicators system 
in both partners. In the case of Mercosur, this system is little developed. This is the result 
of a country-oriented marketing structure with limited trade scope with limited need to 
differentiate the product in third markets. In the case of the EU, the system is widely 
developed and implemented. 

Economic impact 

Table 47 presents an extraction of the most relevant results for the dairy sector of the 
CGE analysis separated in two scenarios. In the conservative scenario, it is assumed partial 
tariff cuts in the products and full liberalisation in the ambitious. Bilateral trade will expand 
substantially relative to the baseline in both scenarios. However, it is important to remark 
that trade in the baseline, as we have seen, is limited. Consequently, EU imports of dairy 
products will not change significantly in absolute terms. The same happens with output in 
both scenarios. As we have seen, Mercosur is a negligible supplier to the EU market and, 
despite the large relative increases in the exports to the EU, this does not change 
substantially its position in the EU market. 
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The EU, will experience smaller, but still large, relative increases in its exports to Mercosur. 
In the most ambitious scenario, exports to Mercosur more than double. However, the 
starting base, while still low is higher than in the other direction, resulting in a far larger 
absolute increase for EU exports to Mercosur than for EU imports from Mercosur. The 
increase in exports to Mercosur is offset by a reduction in the exports to other destinations 
due to interactions with other sectors and the dynamic effects of the model. Total EU 
exports of dairy products therefore do not experience an overall increase. Thus, although 
exports to Mercosur increase, this does not lead in the modelling results to an increase in 
output in the EU.  

As to the effect on Mercosur, Uruguay is the most affected by the agreement, with fall in 
output between 1.5% and 2.4% (the latter in the ambitious scenario, in which dairy is 
fully liberalised). This is noteworthy considering that Uruguay would be the country that 
will see its exports to the EU growing the most. While the assumption of full liberalisation 
leads to some displacement of Uruguay exports to Mercosur by EU exports, this is not the 
full explanation of the fall in dairy output, which is also in part due to reallocation between 
Uruguayan sectors due to the dynamic effects of the model.  

Table 47. Summary of results in the dairy sector in CGE analysis 

 Conservative Scenario Ambitious Scenario 
  EU Imp EU Exp Output Eu Imp EU Exp Output 
Argentina 8.5 74.2 0.4 22.7 97.3 0.6 
Brazil 22.0 93.1 -0.2 104.7 123.9 -0.2 
Paraguay 3.1 76.3 -0.1 4.4 101.0 -0.05 
Uruguay 28.7 105.7 -1.5 363.8 144.1 -2.4 
EU28   -0.09   -0.10 

Source: CGE Modelling Results.  

The analysis needs to be considered considering the products traded. Although there are 
high levels of protection across all products, it is expected a different effect depending on 
the product considered.  

Except for Uruguay, the effects of the agreement on the output of the dairy sector in 
Mercosur tend to be minimal. It is important to highlight that the effects on increasing EU 
supply to Mercosur will depend on the capacity and convenience of the EU in supplying 
products with prices according to the level of income of Mercosur. Although incomes are 
rising, Mercosur consumers may find, in general, the products supplied by the EU to be 
unaffordable. For example, certain types of cheese or variety may find only demand among 
consumers with the highest income and they are likely to be already consuming these 
products. Therefore, the increase in the supply of dairy products to Mercosur may be more 
limited than expected. For Mercosur producers, nevertheless, the full elimination of the 
tariffs on the imports from the EU seem to have little effect.  

Environmental impact 

Dairy farming is generally performed in small farms that occupy a limited area. Production 
tends to be based on intensive rather than extensive techniques, more demanding of 
capital and labour than land. Consequently, an expansion of the sector is expected to put 
limited pressure on the availability of land. It is expected that, although the number of 
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farms in the EU may expand, this will have a limited effect in the non-agricultural area. 
Moreover, it is expected that the expansion in the production of milk may be matched with 
increases in productivity. Table 48 presents the volume of GHG (in CO2 equivalents) of 
the milk production in the EU and Mercosur. Based on the CGE results, it is unlikely that 
current CO2 emissions will change substantially as a result of the agreement. Although 
output-related emissions in Argentina and Uruguay may rise, they will be offset by the 
reduction expected in Brazil and the EU.  

Table 48. Greenhouse gases emissions in Mercosur and the EU in the production 
of milk (2012-13) (in megatonnes) 

Argentina 4.6 
Brazil 48.2 
Uruguay 1.6 
Paraguay 0.5 
Total Mercosur 54.9 
European Union 87.9 

Source: FAOSTAT.  

Social impact 

Social impact in the EU 

In the EU, the manufacture of dairy products sector employs 102 thousand workers, 
representing 0.34% of the total employment in the manufacturing sector.58 In 2010, there 
were 1.2 million commercial farms in the EU dairy sector (Rico et al, 2017). 54% of them 
were specialised dairy farms or that they are dedicated exclusively to the production of 
milk. This suggests that more than 600 thousand farms have the production of milk as the 
main and exclusive source of income. In virtue that most of these farms tend to be family 
owned and run units, it is possible to suggest that at least that number of household will 
depend on the income of the dairy sector. 

In this sense, the agreement is also expected to benefit many of these households. An 
increase in demand for milk associated with an increase in the production of dairy products 
for export to Mercosur will lead to an increase in price that will be translated into an 
increase in household income. It is hard to assess how many household will directly benefit 
by the increase in the price of milk. However, a generalised increase in the price of milk 
will generate higher income for all farmers.  

Therefore, based on the number of farms involved directly in the production of milk and 
on the workers involved in its manufacture, it is possible that at around 700,000 
workers/farmers may benefit directly because of the agreement. It is unclear the 
magnitude of that improvement. However, they will receive either an increase in income 
associated with the rise in the price of milk and a higher job security related to the increase 
in the market access in the small dairy products producers.  

                                    
58 Source: Eurostat (2015) Number of employed people by EU firms classified by size class in the food and 
beverage sector  
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Social impact in Mercosur 

The modelling figures and the composition of the sector in Mercosur suggest that a 
negative impact, although small, in the sector will likely affect primarily the most 
vulnerable producers, most of them family run businesses. The increase in the exports to 
Mercosur of dairy products from the EU, will affect directly those producers that are at the 
border of profitability and competitiveness.  

Dairy products represent at least 2.31% of the household expenditure in Mercosur and it 
could be as high as 3.55%.59 This implies that a reduction in consumer prices associated 
with the agreement may bring some moderate benefits to Mercosur consumers. These 
benefits may be higher in those household where the consumption of dairy products tend 
to be higher. However, on average, households will be better off by 0.02% as a result of 
a decrease of dairy consumer prices of 1%. Although a fall in the producer prices may be 
partly absorbed along the commercialisation chain and the fall may therefore be reduced 
for consumers, the impact of the small increase in EU imports is likely to reach the 
consumer at least in part.  

Moreover, dairy farms tend to be family owned businesses, with a minimal component of 
paid labour. This implies that the issues associated with labour representation in the dairy 
farming sector tends to be minimum. Only in the dairy processing, where there are more 
labour-type relationships, there is scope for conflicts in terms of representation. However, 
they tend to have good representation by relatively powerful labour unions. This suggests 
that there are minimum potential conflicts associated with this regard. 

Human rights impact 

In general, the sector has not been associated with issues related to human rights in 
Mercosur. On one side, in terms of land use and the effects on indigenous populations, 
there are little overlapping and potential conflict between dairy farms and indigenous 
populations. Dairy farms in Mercosur tend to be in areas with almost no indigenous 
populations. Moreover, in virtue of their limited size, the potential displacement of 
indigenous populations associated with an expansion of these farms is minimal.  

Impact on SMEs 

Most of the employment (75%) in the EU dairy sector is generated in small establishments 
(with less than 9 persons employed). In virtue that large firms are generally in better 
position of overcoming existing trade barriers, the agreement with Mercosur may benefit 
the smallest firms as it will bring down barriers hard to overcome to them. Despite this, 
and even when Mercosur may be a potential large destination of products, it is unlikely 
that the agreement will have a sizable impact in the employment in the sector.  

The structure of the sector in Mercosur is similar to the EU, with typical small farmers 
supplying milk to milk processors. There is no uniform information about the number of 

                                    
59 Based on the analysis of the structures of the Consumer prices indexes of Argentina (2015), Brazil (2014) 
and Uruguay (2010) 
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milk farms and employment in the dairy sector. Estimates go from 4291 milk farms in 
Uruguay to 931299 dairy farms in Brazil. 60 Milk processors in Argentina employ nearly 
30,000 people (Ministerio de Ciencia y Tecnica, 2016). These figures come from a wide 
range of sources and estimation methodologies that complicate the assessment.  

However, as in the case of the European Union, the majority of the milk and dairy 
producers tend to be micro and small firms. In Brazil, 95% of the dairy farms have less 
than 21 cows. Even in Argentina and Uruguay, tending to have a more concentrated sector, 
33% of the dairy farms have less than 60 cows. This approaches to the average cows per 
farm in the EU (I.e. 54 cows) (EC, 2014).  

Impact on Consumers 

In addition to the effect on incomes, the agreement may generate some effect in terms of 
consumer prices in Mercosur. As in the short run, the volumes of production of milk and 
dairy are constant, an increase in the exports of milk and dairy products to Mercosur may 
lead to an increase in the prices that consumers face. Dairy products account for up to 
2.1% of the household expenditure.   

Impact on LDCs 

EU imports of dairy products from LDCs are marginal (less than Euros 100,000). The effect 
on these countries is likely to be negligible. On one side, as it was seen before, the capacity 
of Mercosur to supply the EU market and the likelihood of the removal of barriers are 
limited. On the other hand, given the magnitude of imports from LDCs is minimal, the 
potential damage is also minimal. Therefore, the EU-Mercosur agreement presents 
negligible challenge for the LDCs.  

Impact on OMRs 

In virtue of the low Mercosur exports of dairy products to the EU, it is possible to affirm 
that it is unlikely that the agreement will have important effects on both producers and 
consumers located in the outermost regions of the EU.  On the other hand, being the dairy 
production capacity in most of the outermost regions of the EU very limited, it is unlikely 
that the agreement will bring additional benefits in terms market access to Mercosur. 
Therefore, it is expected that the agreement will have on both exports and imports a 
neutral effect for these regions. 

7.1.3.  Sugar and Ethanol 

Sector overview 

Sugar and ethanol are ‘sensitive’ products for the EU and key areas under negotiations. 
They will therefore be subject to TRQ treatment in any future Agreement. The EU is the 
third largest sugar producer and the second largest consumer in the world. It accounts for 

                                    
60 For Uruguay data see Uruguay XXI (2015) “Informe Sector Lacteo”; for Brazil, see BNDES “Producao leiteira 
no Brasil”, BNDES Sectorial 37. 
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roughly 50% of the total sugar beet production in the world, and is also a major importer 
of raw cane sugar for refining. With consumption of sugar, including sugar used for non-
food purposes, reaching 19 million tonnes w.s.e61 in the period 2012-2015, the sugar 
sector continues to be of great economic importance to the EU (EP, 2016). According to 
CEFS (2016), the sugar industry is also an important job creator, providing direct or 
indirect employment to roughly 180 thousand people.  

Sugar beet in which EU is a major producer, accounts for 20% of the world’s sugar 
production. The remaining 80% is produced using sugar cane, of which Brazil is the world’s 
largest producer and exporter. Brazil accounted for approximately 52% of world net sugar 
exports in 2015, and is also the second largest producer and exporter of ethanol in the 
world (EFFAT, 2017). For Mercosur, the sugar and ethanol sectors are important 
employment generators, particularly for the rural areas. In Brazil alone, the sugar/ethanol 
chain provides direct and indirect employment to around 3.5 million people. Salaries for 
the sugarcane industry in Brazil are among the highest in its agricultural sector.  

EU’s sugar policy 

Prior to the gradual abolition of sugar production quotas, a process which was completed 
in September 2017, EU sugar policy had three important pillars; a) minimum support price 
for beet sugar, b) production and import quotas and c) import tariffs. Under the quota 
system, the total EU production quota of 13.5 million tonnes of sugar was divided between 
20 Member States (EC, 2017a). Production in excess of this quota was governed by strict 
rules. It could either be a) exported up to the EU's annual World Trade Organisation (WTO) 
limit of 1.374 million tonnes) sold for biofuel or other industrial non-food uses, c) counted 
as the following year's sugar quota and d) released on the EU domestic market with a 
levy. 

In 1992, the support price for sugar beet was reduced, followed by introduction and 
‘decoupling’ of direct payments to farmers i.e. payments were no longer related to the 
quantity of sugar produced. Significant reforms were further introduced in the period 
2006-2010, which lead to reduction in production of sugar by roughly 6 million tonnes, 
closure of around 80 sugar beet processing factories and ended production in many EU 
states (EC, 2017a). Gradual reduction of support prices for Beet sugar, end to export 
refunds and phasing out of public intervention finally led to EU abolishing the quota system 
on 30 September 2017. In this post-production quota regime, there is no limit to 
production or to exports, enabling EU’s production to better adjust to domestic and global 
market demand.  

Sugar imports into the EU are subject to an MFN tariff of €339 per tonne with the exception 
of those imported under multilateral or bilateral Tariff-Rate Quotas (TRQs), and sugar from 
LDCs, which can be imported duty-free quota-free under EBA. At present, 412,054 tonnes 
of Brazilian sugar can be imported at the preferential rate of €98 per tonne (Sugarcaneorg, 
2017), with additional sugar imports subjected to the MFN tariff.  

  

                                    
61 White Sugar Equivalent. 
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EU’s Ethanol Policy 

The EU’s ethanol market also remains highly protected; the EU imposes a tariff of €19.20 
per hectolitre of undenatured ethanol, and the import duty for denatured ethanol is around 
€10.20 per hectolitre (Aghajanzadeh-Darz et al., 2015). Broadly, EU’s regulatory 
framework for biofuels is based on three directives; a) the Directive on the promotion of 
the use of energy from renewable sources, which stipulates that by 2020, 10% of energy 
used in transport must come from renewables; b) the Fuel Quality Directive, requiring 
conventional biofuels to contribute to 7% of the 10% target; and c) the ILUC Directive 
stating that the greenhouse gas intensity transport fuels must be reduced by 6% by 2020 
in comparison to 2010 (Sugarcaneorg, 2018).  

Brazilian ethanol policy   

Brazilian ethanol producers have historically received dedicated support by the 
government. The industry started to develop in the 1970s as result of government 
subsidies. Tax incentives continue to play a key role in supporting ethanol consumption, 
particularly since the introduction of flex-fuel cars (ABSugar, 2016). Moreover, specific 
credit lines are provided to sugar and ethanol producers to fund investment in sugarcane 
production, and expansion of industrial capacities and logistics for sugar and ethanol. 
Other forms of subsidies and government support include; guaranteed purchases of 
ethanol by Petrobas (a state-owned oil company); access to low-interest loans for 
agroindustry firms; lower excise taxes on ethanol compared to petrol; price-fixing for 
hydrous ethanol; incentivised sales to domestic car fleet; substantial mandatory blending 
of ethanol in gasoline; support to development of flex fuel-vehicles; and banning 
purchases of diesel-powered cars (Alpha Invesco, 2018). 

Production of Sugar and Ethanol in EU and Mercosur 

Table 49 shows EU’s sugar production and use in the period 2010-2018. Sugar beet 
production in the EU increased from 105.2 MT to 109 MT in 2010-2013. In 2014, there 
was a 20% increase, leading to almost 3 MT of out-of-quota sugar being carried forward 
and treated as quota for 2015. Since a significant percentage of the quota for this year 
was already produced before the season started, there were strong incentives for farmers 
to reduce sugar output- there was a substantial fall in sugar production in 2015.  

The EU production quota on sugar ended on 1st October 2017, represented by a clear hike 
in sugar production, which reached 21.1 MT in 2017/2018. EU also emerged as a net 
exporter of sugar in this year, with a substantial decline in imports.  However, the record 
global sugar production in this year resulted in a sugar surplus of close to 9 MT, supressing 
world prices, and slowing down exports, which are forecasted at 2.1 MT for the EU in 
2018/2019 (EC, 2018). In the case of ethanol (Table 50), domestic production in the EU 
steadily increased in the period 2010-2018. EU has consistently remained a net importer 
of ethanol in the period considered, with ethanol being primarily used for fuel purposes.  

Table 49. EU Sugar Market Balance (Million Tonnes) 
 

2010 2011 2012 2013 2014 2015 2016 2017 2018 
Sugar beet 
production 

105.2 125.0 114.1 109.0 131.0 101.9 112.4 142.8 126.2 
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Sugar 
production* 

16.1 18.9 17.5 16.7 19.5 14.9 16.8 21.1 18.6 

Consumption 18.9 19.0 19.0 19.1 19.4 18.5 17.7 18.6 18.5 
Imports 3.4 3.3 3.6 3.1 2.7 2.9 2.4 1.3 1.3 
Exports 1.0 2.1 1.3 1.4 1.4 1.4 1.3 3.3 2.1 
Beginning 
stocks** 

1.6 1.2 2.4 3.2 2.6 4.0 1.9 2.2 2.7 

Ending 
stocks** 

1.2 2.4 3.2 2.6 4.0 1.9 2.2 2.7 1.9 

Source: EU Agricultural Medium-term Outlook Report 2018. Notes: * Sugar production is adjusted for carry 
forward quantities and does not include ethanol feedstock quantities. ** Stocks include carry forward quantities. 
The sugar marketing year is October/September. 

Table 50. EU Ethanol market balance (Million Tonnes) 
 

2010 2011 2012 2013 2014 2015 2016 2017 2018 

Production 3.0 3.2 3.3 3.5 3.5 3.6 3.7 3.8 4.0 
Consumption 
for fuel 

2.9 2.8 2.7 2.7 2.9 2.9 2.9 3.0 3.0 

Non-fuel 
consumption  

1.2 1.3 1.4 1.4 1.3 1.3 1.3 1.2 1.3 

Net trade -2.1 -3.6 -2.9 -1.4 -1.0 -1.1 -0.9 -2.7 -2.3 
Imports 0.9 1.0 0.8 0.7 0.6 0.6 0.6 0.5 0.5 
Exports 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 

Source: EU Agricultural Medium-term Outlook Report 2018. Notes: Note: the biofuel marketing year is 
October/September. 

In the case of Mercosur, Brazil is the world’s largest producer of sugar cane. Table 51 
shows that the production of sugar declined in Brazil from 38 MT in 2010 to 33 MT in 2015, 
recovered in the period 2015-2017, but thereafter declined to 29 MT in the year 2018. In 
the case of ethanol, production increased from roughly 21 MT of ethanol in 2010 to 26 MT 
in 2018.  

Table 51. Sugar and ethanol production in Brazil (million tonnes) 

  Sugarcane Sugar Ethanol 
2010 620 38 21 
2011 559  35  17  
2012 588 38 18 
2013 651 37 21 
2014 633 35 22 
2015 666 33 23 
2016 651 38 21 
2017 641 38 22 
2018 620 29 26 

Source: UNCIA DATA 

Trade in sugar and ethanol between EU and Mercosur 

Comparative advantages of EU and Mercosur 
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To examine which trading bloc can produce sugar and ethanol products with lower 
opportunity cost, we calculate the global revealed comparative advantage index or 
Balassa’s RCA index. Table 52 shows the RCA index for EU and Mercosur in the sugar and 
ethanol sectors, and at a further disaggregated product-level.62 To ensure that results are 
robust to the choice of year, results for RCA indices are presented as an average in the 
period 2012-2016 and separately for the latest year 2016.  

RCA index greater than 1 for a product implies that the trading bloc has global comparative 
advantage in producing it. Table 52 shows that Mercosur has higher comparative 
advantage in both the sugar and ethanol sectors. At the disaggregated product level, it is 
observed that Mercosur has global comparative advantage in raw cane sugar, which 
accounts for 80% of global sugar production. It also has comparative advantage in Cane 
or Beet sugar in solid form, Molasses and Chewing gum. On the other hand, EU has 
comparative advantage in Raw Beet sugar, Refined Cane or Beet sugar, Lactose and 
Glucose products, Sugars in solid form, Beet molasses and Sugar confectionary, other than 
chewing gum.  

Table 52. Revealed Comparative Advantage of EU and Mercosur in sugar and 
ethanol 

Product Name HS code 
EU 
(2016) 

Mercosur 
(2016) 

EU 
Average  

Mercosur 
Avg. 

Sugar Sector 17 0.8 14.3 0.9 12.5 

Ethanol Sector 2207 1.2 7.2 1.1 8.9 

Raw Beet Sugar 170112 1.8 0 2.3 0 

Refined Cane Or Beet Sugar 170191 1.2 0.2 1 0.1 

Lactose, Weight >= 99%  170211 1.7 0.1 1.7 0.1 

Glucose , < 20% By Weight 170230 0.9 0.7 1.1 0.8 

Glucose >= 20% And < 50% 170240 1.8 0.4 1.8 0.3 

Sugars In Solid Form 170290 1.3 0.4 1.4 0.6 

Beet Molasses 170390 1.4 0 1.5 0 

Sugar Confectionery 170490 1.4 0.9 1.4 1 

Raw Cane Sugar 170114 0 40.1 0 36.8 

Cane Or Beet Sugar in solid 
form 170199 0.7 9.6 0.9 9.3 

Chewing Gum 170410 0.6 2.1 0.7 1.9 

Note: RCA(ij) = (xij/Xit) / (xwj/Xwt), Where xij and xwj are the values of trading bloc i’s exports of product j 
and world exports of product j and where Xit and Xwt refer to the trading bloc’s total exports and world total 
exports. Export data is collected from UNCOMTRADE in WITS. 

Trends in EU’s imports from Mercosur 

Importance of sugar and ethanol in EU’s total imports from Mercosur 

                                    

62 Here product refers to six-digit HS product. A list of all the six-digit products in the sugar and ethanol 
sectors is given in appendix A. 
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Although agricultural imports occupy a large portion of total imports from Mercosur, the 
share of sugar imports in total imports from Mercosur remained low in the period 2012-
2016 and declined from 1.2% in 2012 to 0.2% in 2015. In the year 2016, this rose to 
0.5%. The share of ethanol in total imports from Mercosur is even lower and averaged at 
0.05 in the period 2012-2016 (see Figure 50).  

Figure 50. Share of sugar and ethanol imports in total imports from Mercosur 
(%) 

 

Source: Data collected from Comext-Eurostat.  

Importance of Mercosur as a trade partner to EU in sugar and ethanol 

Mercosur is more important as an import partner for the EU in the sugar and ethanol 
sectors than as an export partner. Table 53 shows that the share of Mercosur in EU’s total 
sugar imports in the year 2016 was 12%, while its share in EU’s ethanol imports was 
4.68%. As an export partner, Mercosur accounts for less than 1% of EU’s total sugar 
exports and ethanol exports.  

Table 53. Share of Mercosur in EU trade 

 Share of Mercosur (%) 
EU imports of Sugar 12.08 
EU imports of Ethanol 4.68 
EU exports of Sugar 0.92 
EU exports of Ethanol 0.51 

Source: Comext-Eurostat. Note: Data is for 2016.  

To identify the top 5 products imported by the EU from Mercosur in the sugar sector, we 
calculate the import share of each six-digit product in the overall imports of the sugar 
sector. Table 54 shows the average import share of each product in the period 2014-2016. 
It is observed that the top most imported product from Mercosur is Raw Cane sugar which, 
on an average, comprised of 59.5% of sugar imports from Mercosur per year in the period 
2014-2016, followed by Cane or Beet sugar in solid form, sugar confectionary, raw cane 
sugar obtained without centrifugation and chewing gum.  
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Table 54. Top five products imported by EU from Mercosur in the sugar sector 

Hs code  
Description 

Average import 
share in the period 
2014-2016 (%) 

170114 Raw Cane Sugar 59.53 
170199 Cane Or Beet Sugar in solid form 37.47 
170490 Sugar Confectionery 1.072 

170113 
Raw Cane Sugar, In Solid Form, Obtained 
Without Centrifugation 

0.76 
 

170410 Chewing Gum, Whether Or Not Sugar-Coated 0.57 
Source: Comext-Eurostat.   

To identify the top 5 products exported by the EU to Mercosur in the sugar and ethanol 
sector, the export share of each six-digit product in EU’s total exports in the sugar sector 
is calculated. Table 55 shows the average export share of each product in the period 2014-
2016, and it is observed that the top most exported products to Mercosur include Sugar 
confectionary (excluding chewing gum) followed by Lactose in solid form, Sugar in solid 
form, Chewing gum and Glucose in solid form.   

Table 55. Top exported products by the EU to Mercosur 

HS Code Description Average export 
share in the 

  
 

170490 Sugar Confectionery  58.40 
170211 Lactose In Solid Form And Lactose Syrup 23.07 
170290 Sugars In Solid Form 12.68 
170410 Chewing Gum 1.96 
170230 Glucose In Solid Form And Glucose Syrup  1.81 

Source: Comext-Eurostat.  

Barriers to trade between EU-Mercosur in sugar and ethanol sectors 

Barriers faced by Mercosur exporters 

Examining MFN tariffs63  imposed by the EU on sugar and ethanol products in the year 
2016 (see Figure 51) shows that EU imposed high tariffs on imports of Raw Cane sugar 
and Glucose (more than 100% tariffs), Cane or Beet sugar in solid form, Raw Beet sugar 
and Fructose. Comparatively lower tariffs were placed on Sugar Confectionary, Lactose 
products and Molasses. 

                                    
63 Applied MFN simple-average rates are used. 
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Figure 51. Applied MFN tariffs imposed by the EU in 2016 (ad valorem 
equivalents) 

 

Source: Tariff data collected from TRAINS, WITS at HS six-digit level. MFN (AVE) applied tariffs have been use. 

Figure 52 plots EU MFN ad valorem equivalent (AVE) tariffs for sugar and ethanol products 
(at four-digit level) in the period 2012-2016. It is observed that the AVE rate of MFN 
applied tariff on Cane or Beet sugar has remained high, while that on molasses has 
remained low in the period. In the Cane or Beet sugar (HS 1701) products, tariffs on Raw 
Cane sugar have remained the highest compared to other products in the period 2012-
2015, while tariffs on Refined Cane or Beet sugar have been consistently the lowest. In 
terms of the ethanol sector, tariffs on un-denatured ethanol remained consistently higher 
than tariffs on denatured ethanol (Figure 52). These tariffs on ethanol do not distinguish 
between the different uses of ethanol (beverage, fuel, industrial). 

Figure 52. Tariffs on sugar products              Figure 53. Tariffs on Ethanol products 

   

Source: Tariff data collected from TRAINS, WITS at HS four-digit level. MFN (AVE) applied tariffs have been used. 

Barriers faced by EU exporters 

At the four-digit level, products on which highest tariffs are imposed (see Table 60) include 
Cane or Beet sugar in solid form (21%), followed by Sugar Confectionary (20%), ethanol 
(18%), and Molasses (16%). On the remaining sugar products, an MFN tariff of around 
15.8% is placed. 
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Along with high tariffs on sugar and ethanol products imposed by Mercosur, other problems 
faced by EU exporters include un-harmonized tariffs, which in some cases need to be paid 
twice (EC, 2012), and absence of single market for sugar in Mercosur and the uncertainty 
related to differences in national trade regimes and intraregional customs within Mercosur. 

Table 56. Applied MFN tariffs imposed by Mercosur on sugar and ethanol products  

Product MFN tariffs, 2016 
Cane or Beet Sugar 21.3 
Other Sugars 15.81 
Molasses 16 
Sugar Confectionary 20 
Ethanol 17.92 

Source: Tariff data collected from TRAINS, WITS at HS four-digit level. 

Assessing the impact of the agreement 

Economic Impact 

Since sugar and ethanol are regarded by the EU as particularly sensitive products, they 
will be subject to TRQ treatment in any future agreement. The CGE modelling results 
provide some initial insights into the economic impact of the agreement on the sugar 
sector, where a 15% cut is modelled in the conservative scenario and a 30% cut in the 
ambitious scenario. In both scenarios, there is a small decline in output in EU’s sugar 
sector, slightly larger in the ambitious scenario, with a diversion of output into some 
Mercosur countries; there is a predicted increase in output in the sugar sector of Brazil 
and Argentina. However, in terms of consumption, there is a decline in Brazil and 
Argentina, and a small increase in the EU, indicating that the rise in production in Mercosur 
countries is mainly for export purposes.  

In the sugar and ethanol sector as a whole, Mercosur enjoys comparative advantage over 
the EU (see Table 52). EU imports Raw Cane sugar, Cane or Beet sugar in solid form and 
Ethanol from Mercosur. Currently in the sugar sector, more than 100% ad valorem 
equivalent (AVE) tariff rate is imposed by the EU on import of Raw Cane sugar and Glucose, 
along with very high tariffs on Raw Beet sugar and Cane or Beet sugar in solid form. Tariffs 
on Ethanol are also high; around 31% (AVE) on undenatured and 19% (AVE) on denatured 
ethanol. As part of FTA, if EU opens up TRQ on sugar, then Mercosur countries can benefit 
by an increase in exports of sugar to the EU. These are products where Mercosur enjoys 
a global comparative advantage and is an important exporter to the EU. 

Brazilian exports of ethanol to the EU have also faced tough competition from other 
ethanol-exporting countries. Recently, Brazil has lost sizeable market share to new market 
entrance by Guatemala (through trade agreement) and Pakistan (through preferential 
imports in Generalized System of Preferences status), who have gained duty-free access 
to the EU in the ethanol sector. While the TRQ volume remains to be determined, signing 
of the FTA will enable Brazil to regain some of its lost market share in bioethanol.  

For EU producers, reduction in tariffs imposed by Mercosur countries in the sugar sector 
can lead to some increase in exports of Sugar Confectionary, Lactose products and Sugars 
in solid forms- products where EU has a comparative advantage. On the import side, 
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increased access to Mercosur’s cheaper sugar imports, particularly raw cane sugar and 
cane or beet sugar, can increase competitiveness of EU’s sugar users, including sugar 
refiners, confectioners, bakery producers and chocolatiers. Higher access to Brazilian 
ethanol as part of the TRQ can also boost competitiveness of EU industries that use 
ethanol as a feedstock, such as chemicals, pharmaceuticals, cosmetics 
and the food and drink industry.  

Environmental Impact 

To meet the rising export demand, it is expected that sugar production will increase in 
Mercosur, which can negatively impact environmental quality. To acquire and exploit new 
area of arable land, more agro-chemicals and artificial fertilisers will be used, which can 
lead to soil and water degradation. Higher ethanol production is also associated with 
increasing use of irrigation, water consumption, overflow of fertilisers and pesticides, 
degradation of soil and pollution (EC, 2010). To counter these environmental implications, 
Mercosur countries will need to increase investment in more modern plants that use 
cleaner technology or through certification schemes addressing biodiversity and support 
from the EU in developing newer and cleaner technologies. However, given the existing 
scale of existing Brazilian production, any significant spill over on deforestation is unlikely, 
particularly as a response to the extra volume represented by a TRQ. 

In the case of EU, rising ethanol from Mercosur can reduce pollution in the EU by 
beneficially impacting its greenhouse gas emissions. European and Brazilian biofuels have 
different energy balances and emit different green-house gasses. Mercosur’s ethanol 
production uses sugar cane, resulting in ethanol with the best energy balance as compared 
to ethanol from any other crop. Sugarcane ethanol from Mercosur also produces less GHG 
emissions (by a factor of almost 2) and helps in improving bio-diversity (EC, 2010).  

Social Impact 

Signing of the FTA, and the consequent economic impacts, also have an important social 
dimension. In the EU, the sugar sector provides jobs to roughly 145,000 sugar beet 
growers, 28,000 sugar processers, and to many more upstream and downstream works 
(EC, 2017a). As discussed in the economic impact section, the CGE modelling results 
predict a decline in output (albeit small) and exports in EU’s sugar sector. The reduction 
in EU’s output and exports can negatively impact employment opportunities; the CGE 
modelling results, under both the conservative and ambitious scenario, predict a small 
decrease in employment in EU’s sugar sector for skilled and unskilled labour.  The amount 
of downward pressure on production will however depend on the volume of the TRQ; 
modelling results predict 0.7% and 1.0% contraction in the two scenarios. Moreover, as 
the EU primarily imports cane sugar for refining, it will also create some activity and 
employment in refineries. Additional market access for Brazilian ethanol will also allow 
ethanol users in the EU, such as the biochemical and bioplastics industry, to become more 
competitive, in turn generating some employment.  

Increased access to cheaper Mercosur exports of raw sugar, as part of the TRQ, can 
however lead to an increase in consumption of sugar products in the EU, which can 
negatively impact the health of consumers in EU. According to the European Food Safety 
Agency (EFSA), there is evidence that high intakes of sugar products contributes to weight 
gain, dental problems and other serious diseases.  
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In the case of Mercosur, rising output and exports in the sugar and ethanol sector will 
generate new employment opportunities, for both skilled and unskilled labour. For Brazil 
and Argentina, the CGE modelling results predict a rise in both skilled and unskilled 
employment. Further, under both scenarios, there is expected to be a higher increase in 
skilled employment in Brazil and Argentina compared to unskilled employment, along with 
a rise in real wages in the sugar sector of Mercosur countries.  

In the short-run, the FTA is expected to decrease rural unemployment, especially in 
Argentina where rural unemployment is significantly higher than urban unemployment, 
and contribute towards reduction in rural poverty, which is particularly high in Brazil. 
However, an overall increase in rural- informal employment may be limited as the sector 
becomes increasingly formalized and mechanized (de Oliveira Bordonal et al., 2018). 
Increasing exports can lead to an increase in employment in urban areas for processing 
of sugar and ethanol products and their transport. To attract workers, wages and working 
conditions may be improved, which in the longer run will create incentives for 
mechanisation and skill development, leading to a move from agricultural employment 
towards more skilled employment (EC, 2010). Moreover, if incentives from mechanisation 
leads to more skilled employment, it can translate into lower inequalities for those in 
employment.  

To increase production of sugar for domestic and export purposes, and to meet the rising 
demand for ethanol, Mercosur countries may need to increase their land area. The 
resulting competition between farmers for new arable lands can increase land prices and 
land conflicts, particularly in areas where land tenure is weak (EC, 2010). However, the 
CGE results show that the impacts on output are relatively small in comparison to overall 
Mercosur production.  

Human Rights Impact 

The sugar-cane sector in Mercosur countries is traditionally dependent on informal 
seasonal and unskilled labour. In Brazil, the sugar and bio-fuel industry has historically 
relied on poor labourers and migrants. However, in the recent years, the sugar sector has 
become increasingly mechanised (de Oliveira Bordonal et al., 2018).  

As per the CGE modelling results, both production and exports in Mercosur’s sugar sector 
is likely to increase with signing of the FTA, and there are also likely to be employment 
gains for both skilled and unskilled workers, as well as rise in wages. Overall, this can offer 
better working and living conditions for the workers in the sugar sector. However, if 
expansion of sugar production and commercial farming to meet the increase demand for 
sugar exports occurs at the expense of small-scale farmers, it can lead to loss of livelihood 
for smaller farmers in Mercosur and have adverse gender impacts. The impact on human 
rights in the EU can be expected to be minimal; partial liberalisation mechanisms such as 
tariff rate quotas (TRQs) allow the EU to provide limited market access on these products 
for Mercosur countries, while also safeguarding the interests of EU farmers. 

Impact on SMEs 

Less competitive small-scale EU farmers and SMEs that produce and process raw sugar 
may be more affected than larger producers. In contrast, for sugar-using SMEs such as 
confectioners and bakeries, opening up TRQ on sugar products will provide access to 
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cheaper sugar products, allowing them to become more competitive and generate higher 
profits.  

For sugar producers in Mercosur, the FTA can lead to an increase in the demand for 
Mercosur’s exports, providing important opportunities for SMEs in expansion and becoming 
more productive. 

Impact on Consumers 

CGE modelling predicts an increase in sugar price in both scenarios, albeit these results 
may be influenced by shocks in other sectors. The EU-Mercosur FTA will lead to higher 
access to Mercosur’s sugar and ethanol products, which are more competitive. As a result, 
foreign competition from Mercosur imports can be expected to supress prices in EU’s sugar 
market, benefitting the consumers. However, any downward pressure on consumer prices 
resulting from a market access concession will be small as this concession will be in TRQ 
form. The impact on consumers is likely to be limited since sugar is not a very large part 
of consumer budgets.  

Impact on LDCs 

Since 2009, the EU has been granting duty-free and quota-free access for sugar imports 
from LDCs and African, Caribbean and Pacific countries (ACP) that have signed preferential 
agreements such as the Economic Partnership Agreement or the Everything-But-Arms 
agreement (EC, 2017a). Sugar is also imported on the basis of zero-duty TRQs through 
free-trade agreements with some countries including Balkans and India, and at reduced 
duty from Mercosur countries. In addition to these import concessions, EU has supported 
restructuring or diversification of the sugar sector in developing countries which have been 
traditional suppliers to the EU. This has contributed to developing countries moving up the 
chain in the sugar sector or diversifying into new sectors.  Under the EU-Mercosur FTA, 
sugar will be subject to TRQ and therefore the impact on LDCs will be limited, particularly 
since imports from Brazil at currently at a historic low.  

Impact on Outermost regions of the EU 

In these outermost areas, cane cultivation and processing accounts for a substantial 
portion of local economic activity. They are known mainly for production of brown sugar 
and sugar for rum. The French outermost regions produce cane sugar for processing 
locally, in particular into rum, and for refining in mainland France. The main sugar 
producing region is Réunion, where sugar cane production plays an important role in the 
island’s agriculture and its socio-economic development. Réunion accounts for 75% of the 
EU’s sugar cane production with the rest produced in the Antilles (Guadeloupe, Martinique 
and French Guyana). Since sugar for refining will be subject to TRQ and speciality sugars 
will be excluded from the agreement, the impact of the agreement is likely to be limited 
for the outermost regions. 

7.1.4.  Beverages 

Sector overview 

EU-Mercosur trade in alcoholic and non-alcoholic beverages is significant for both trading 
blocs. EU exports of waters (HS 2201-2202) as well as a range of different alcoholic 



 
 
 

SIA in support of association agreement  
negotiations between the European Union and Mercosur 

  

141 

beverages account for a significant share of the beverages imported by the four Mercosur 
countries. Similarly, beverages are among Mercosur’s largest exports to the EU. Even so, 
tariffs applied on certain beverages imported into Mercosur from the EU and vice versa 
remain high, and NTMs have been shown to raise the cost of trade in beverage products 
between the two trading blocs.  

The status quo in EU-Mercosur trade in beverages 

Figure 54 compares the combined value of EU beverage exports to all four Mercosur 
countries (measured in € billions) between 2012 and 2016 with the equivalent value of 
Mercosur exports of beverage products to the EU, distinguishing between alcoholic and 
non-alcoholic beverages. Mercosur’s non-alcoholic beverage exports to the EU are 
dominant, significantly exceeding the values of non-alcoholic and alcoholic beverages 
imported by Mercosur from the EU. In 2016, the EU imported nearly €1.3 billion worth of 
non-alcoholic beverages from the four Mercosur countries (down from €1.45 billion in 
2015). 

In contrast, the EU dominates trade in alcoholic beverages with Mercosur. The gap 
between EU exports of alcoholic beverages to Mercosur and the corresponding imports of 
these beverages from Mercosur countries has narrowed since 2012. This has occurred on 
the back of both a decline in the value of EU exports of alcoholic beverages to Mercosur 
since 2014 as well as steady growth of Mercosur exports of these beverages to the EU 
over the past five years. In 2016, the EU exported more than €322 million in alcoholic 
beverages to Mercosur (down from €381.4 million in 2012) and imported €227.8 million 
worth of alcoholic beverages (up from just less than €161 million in 2012) from the 
Mercosur member states. There is significant variation across the four Mercosur countries 
in the types of beverage products that dominate EU-Mercosur trade. 

Figure 54. EU-Mercosur trade in alcoholic and non-alcoholic beverages, 2012-
2016 

 

Source: Author’s elaboration using EU Comext data 
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Table 57. Share of beverages in total EU-Mercosur trade in 2016 

 Share of 
total EU 
exports to 
Mercosur 
countries 
(%) 

Share of 
Argentina’s 
total 
exports to 
the EU (%) 

Share of 
Brazil’s total 
exports to 
the EU (%) 

Share of 
Paraguay’s 
total 
exports to 
the EU (%) 

Share of 
Uruguay’s 
total 
exports to 
the EU (%) 

Alcoholic 
beverages 

0.9 2.7 0.03 0.01 0.2 

Non-alcoholic 
beverages 

0.1 1.3 4.1 0.3 0.2 

All 
beverages 

1.0 4.0 4.1 0.3 0.4 

Source: Author’s calculations using EU Comext data 

Much of the two-way trade in beverages between the EU and Mercosur is concentrated in 
specific products. Table 58 and . 

Table 59 outline the top 10 beverage products exported from the EU to Mercosur and from 
Mercosur to the EU, respectively, in both cases based on the total value of exports over 
the five-year period between 2012 and 2016. In line with the overall pattern of EU 
beverage exports to Mercosur discussed above, alcoholic beverage products generally 
dominate the top 10 EU exports to the Mercosur countries. Whisky is the top EU export in 
value terms to each of the four Mercosur member states. While there is significant variation 
in the relative position of other types of beverages across the four Mercosur members, 
wine and sparkling wine feature prominently among the top five EU beverage exports to 
all Mercosur countries. In addition, beer is among the top 10 exported products from the 
EU to each of the Mercosur members. Among the non-alcoholic beverages, water products 
are generally more significant exports from the EU to Argentina and Brazil, with much 
smaller values of exports going to Paraguay and Uruguay. Water aside, however, non-
alcoholic beverages generally do not feature much among the top 10 EU beverage exports 
to Mercosur countries. 

Table 58. Top 10 beverage products exported from the EU to Mercosur countries, 
by total value of exports between 2012 and 2016 

 Argentina Brazil Paraguay Uruguay 
 Product Value 

(€ mn) 
& 
% 
Share of 
EU 
exports  

Product Value 
(€ mn) 
& 
% 
Share of 
EU 
exports 

Product Value 
(€ mn) 
& 
% 
Share of 
EU 
exports 

Product Value 
(€ mn) & 
% Share 
of EU 
exports 

1 Whiskies  
(HS 220830) 

74.3 
(0.19%) 

Whiskies  
(HS 
220830) 

466.8 
(0.28%) 

Whiskies  
(HS 220830) 

88.6 
(3.50%) 

Whiskies  
(HS 
220830) 

197.7 
(2.46%) 

2 Non-alcoholic 
beverages 
n.e.s.  
(HS 220290) 

23.8 
(0.06%) 

 
 

Wine  
(HS 
220421) 

414.8 
(0.25%) 

Beer  
(HS 220300) 

27.4 
(1.08%) 

Sparkling 
wine  
(HS 
220410) 

22.7 
(0.28%) 
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 Argentina Brazil Paraguay Uruguay 
 Product Value 

(€ mn) 
& 
% 
Share of 
EU 
exports  

Product Value 
(€ mn) 
& 
% 
Share of 
EU 
exports 

Product Value 
(€ mn) 
& 
% 
Share of 
EU 
exports 

Product Value 
(€ mn) & 
% Share 
of EU 
exports 

3 Waters 
(HS 220210) 

23.0 
(0.06%) 

 

Waters 
(HS 
220210) 

183.5 
(0.11%) 

Sparkling 
wine  
(HS 220410) 

14.4 
(0.57%) 

Vodka  
(HS 
220860) 

14.4 
(0.18%) 

4 Sparkling 
wine  
(HS 220410) 

17.8 
(0.04%) 

Sparkling 
wine  
(HS 
220410) 

129.7 
(0.08%) 

Wine  
(HS 220421) 

11.6 
(0.46%) 

Liqueurs 
and cordials 
(HS 
220870) 

10.2 
(0.13%) 

5 Liqueurs and 
cordials 
(HS 220870) 

14.9 
(0.04%) 

Non-
alcoholic 
beverages 
n.e.s. 
(HS 
220290) 

111.3 
(0.07%) 

Waters 
(HS 220210) 

10.2 
(0.40%) 

Wine  
(HS 
220421) 

9.4 
(0.12%) 

6 Vodka  
(HS 220860) 

13.6 
(0.03%) 

Beer  
(HS 
220300) 

108.1 
(0.07%) 

Vodka  
(HS 220860) 

8.3 
(0.33%) 

Beer  
(HS 
220300) 

8.8 
(0.11%) 

7 Beer  
(HS 220300) 

7.5 
(0.02%) 

Vodka  
(HS 
220860) 

80.6 
(0.05%) 

Liqueurs and 
cordials 
(HS 220870) 

4.3 
(0.17%) 

Waters 
(HS 
220210) 

4.2 
(0.05%) 

8 Gin and 
Geneva 
(HS 220850) 

4.6 
(0.01%) 

Liqueurs 
and cordials 
(HS 
220870) 

19.0 
(0.01%) 

Ethyl alcohol 
<80% vol. 
(HS 220890) 

1.6 
(0.06%) 

Spirts 
(HS 
220820) 

3.7 
(0.05%) 

9 Wine  
(HS 220421) 

2.3 
(0.01%) 

Ethyl alcohol 
<80% vol. 
(HS 
220890) 

6.4 
(0.00%) 

Non-
alcoholic 
beverages 
n.e.s. 
(HS 220290) 

0.8 
(0.03%) 

Non-
alcoholic 
beverages 
n.e.s. 
(HS 
220290) 

3.4 
(0.04%) 

10 Mineral water 
and aerated 
water 
(HS 220110) 

1.2 
(0.00%) 

Mineral 
water and 
aerated 
water 
(HS 
220110) 

5.7 
(0.00%) 

Gin and 
Geneva 
(HS 220850) 

0.4 
(0.02%) 

Ethyl 
alcohol 
<80% vol. 
(HS 
220890) 

2.9 
(0.04%) 

Source: Own calculations using EU Comext data. 

The profile of top exported products from the four Mercosur countries to the EU is, at least 
in general terms, markedly different. Specifically, non-alcoholic beverages, and fruit juices 
in particular, feature much more prominently among the top 10 Mercosur exports to the 
EU. Orange juice is the top beverage export from Brazil to the EU market, accounting for 
almost 4% of total Brazilian exports to the EU. Frozen orange juice and other citrus fruit 
juices also rank among Brazil’s top four exports to the EU in terms of total value exported 
between 2012 and 2016. Orange juice and/or citrus fruit juices also feature prominently 
among the top exports to the EU from Argentina, Paraguay and Uruguay. In addition, 
grapefruit juice (Paraguay’s top beverage export to the EU), pineapple juice (Brazil and 
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Uruguay) and apple juice (Brazil) also rank among the top exported beverages to the EU 
for specific Mercosur members. 

Alcoholic beverages are generally less prominent among the top exports to the EU, with 
some important exceptions. Wine (in containers of 2 litres or less) is both Argentina’s and 
Uruguay’s top beverage export to the EU. Rum (and other spirts obtained from distilling 
fermented sugar-cane products) are key exports to the EU for both Brazil and Paraguay 
and, to a lesser extent, Uruguay as well. In turn, whisky is Uruguay’s fourth largest 
beverage export to the EU in value terms, and Paraguay’s 10th largest export to the 
European bloc. Sparkling wine is also an important export to the EU for Argentina, 
Paraguay and Uruguay. In addition, beer ranks among Argentina’s top 10 beverage 
exports to the European market, although it does not feature among the top exports in 
any of the three other Mercosur member states. 

Table 59. Top 10 beverage products imported by the EU from Mercosur countries, 
by total value of imports between 2012 and 2016 

 Argentina Brazil Paraguay Uruguay 
 Product Value 

(€ mn) & 
% Share 
of total 
EU 
imports  

Product Value 
(€ mn) & 
% Share 
of total 
EU 
imports 

Product Value 
(€ mn) & 
% Share 
of total 
EU 
imports 

Product Value 
(€ mn) & 
% Share 
of total 
EU 
imports 

1 Wine <= 2 
litres  
(HS 220421) 

745.7 
(1.83%) 

Orange juice  
(HS 200919 
and 200912) 

5,881.8 
(3.77%) 

Grapefruit 
juice (HS 
200929 and 
200921) 

12.1 
(0.23%) 

 

Wine <= 2 
litres  
(HS 220421) 

5.1 
(0.07%) 

2 Citrus fruit 
juice 
(HS 200939) 

329.4 
(0.81%) 

Juice of fruit 
or vegetables 
(HS 200989) 

98.3 
(0.06%) 

Orange juice 
(HS 200919) 

7.2 
(0.14%) 

 

Citrus fruit 
juice 
(HS 200939) 

4.4 
(0.06%) 

3 Wine > 2litres 
(HS 220421) 

126.3 
(0.31%) 

Frozen 
orange juice  
(HS 200911) 

51.5 
(0.03%) 

Frozen orange 
juice  
(HS 200911) 

1.1 
(0.02%) 

Orange juice 
(HS 200919) 

4.2 
(0.06%) 

4 Orange juice 
(HS 200919) 

25.5 
(0.06%) 

Citrus fruit 
juice 
(HS 200939) 

36.7 
(0.02%) 

Rum and 
other spirits 
(HS 220840) 

0.5 
(0.01%) 

Whiskies  
(HS 220830 

2.5 
(0.03%) 

5 Spirits 
(HS 220820) 

18.5 
(0.05%) 

Rum and 
other spirits 
(HS 220840) 

35.7 
(0.02%) 

Juice of fruit 
or vegetables 
(HS 200989) 

0.2 
(0.00%) 

Frozen 
orange juice  
(HS 200911) 

1.4 
(0.02%) 

6 Grape juice  
(HS 200969) 

13.6 
(0.03%) 

Pineapple 
juice (HS 
200949) 

23.6 
(0.02%) 

Ethyl alcohol 
<80% vol. 
(HS 220890) 

0.2 
(0.00%) 

Mineral 
water and 
aerated 
water 
(HS 220110) 

0.4 
(0.00%) 

7 Ethyl alcohol 
<80% vol. 
(HS 220890) 

10.6 
(0.03%) 

Non-alcoholic 
beverages 
n.e.s. 
(HS 220290) 

8.2 
(0.01%) 

Citrus fruit 
juice 
(HS 200939) 

0.1 
(0.00%) 

Liqueurs and 
cordials 
(HS 220870) 

0.2 
(0.00%) 

8 Sparkling wine  
(HS 220410) 

7.2 
(0.02%) 

Wine <= 2 
litres  
(HS 220421) 

7.2 
(0.00%) 

Sparkling 
wine  
(HS 220410) 

0.04 
(0.00%) 

Sparkling 
wine  
(HS 220410) 

0.2 
(0.00%) 

9 Juice of fruit or 
vegetables 
(HS 200989) 

3.6 
(0.01%) 

Apple juice 
(HS 200979) 

6.0 
(0.00%) 

 

Spirts 
(HS 220820) 

0.02 
(0.00%) 

Rum and 
other spirits  
(HS 220840) 

0.2 
(0.00%) 

10 Beer  
(HS 220300) 

3.6 
(0.01%) 

Mixtures of 
fruit juices  
(HS 200990) 

4.6 
(0.00%) 

Whiskies  
(HS 220830) 

0.02 
(0.00%) 

Pineapple 
juice (HS 
200949) 

0.1 
(0.00%) 
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Source: Author’s calculations using EU Comext data. 

A more aggregated picture of the importance of the EU in total beverage imports into 
Mercosur and vice versa is presented in Table 60 and Table 61 respectively. The EU 
accounts for a large share of imports of certain beverages into the Mercosur countries, but 
there is variation across products and the individual Mercosur member states. Among the 
non-alcoholic beverages, the EU accounts for the majority of Argentina’s and Brazil’s water 
(HS2201) imports and is a key source of Brazilian imports of sweetened or flavoured water 
into Brazil as well (HS2202). However, the presence of EU fruit juice exports in Mercosur 
markets is generally much more limited. In contrast, the EU’s share in certain alcoholic 
beverage markets in the Mercosur countries is markedly more substantial. The EU 
accounts for half of the beer imported into Brazil; one quarter and more than one-third of 
the wine imported into Argentina and Brazil, respectively; all of the vermouth imported by 
Argentina and more than 90% of Brazilian imports; and between 65-80% of the spirits 
and liqueurs imported by the four Mercosur members.  

Table 60. EU shares of total beverage imports of Mercosur countries in 2016 

 % of total Mercosur imports of the product 
Product Argentina Brazil Paraguay Uruguay 
Fruit juices (HS2009) 0.3 6.0 1.7 2.1 
Waters, not containing added sugar, 
sweeteners or flavourants (HS2201) 

93.6 75.1 25.4 84.2 

Waters, containing added sugar, 
sweeteners or flavourants (HS2202) 

32.3 82.8 10.6 6.9 

Beer (HS2203) 14.0 50.5 9.4 5.4 
Wine (HS2204) 25.9 35.4 8.3 12.0 
Vermouth (HS2205) 100.0 92.6 1.0 37.5 
Cider, perry, mead and other 
fermented beverages (HS2206) 

18.4 11.4 2.4 4.5 

Undenatured ethyl alcohol, spirits and 
liqueurs (HS2208) 

65.9 80.5 71.9 73.2 

Source: Author’s calculations using UN Comtrade data 

In comparison, however, exports from the individual Mercosur countries generally hold 
much less substantial shares of the EU beverage market. The Mercosur countries’ shares 
of total EU imports of most beverage products are substantially below 1%. Notable 
exceptions are fruit juice exports from Argentina and Brazil (1.6% and 23.4% of total EU 
fruit juice imports, respectively) and Argentina’s wine exports (1.8% of total EU wine 
imports). 

Table 61. Mercosur countries’ shares in total EU beverage imports in 2016 

 % of total EU imports of the product 
Product Argentina Brazil Paraguay Uruguay 
Fruit juices (HS2009) 1.6 23.4 0.05 0.05 
Waters, not containing added sugar, 
sweeteners or flavourants (HS2201) 

0.0 0.03 0.0 0.01 

Waters, containing added sugar, 
sweeteners or flavourants (HS2202) 

0.0 0.04 0.0 0.0 

Beer (HS2203) 0.02 0.02 0.0 0.0 
Wine (HS2204) 1.8 0.01 0.0 0.01 
Vermouth (HS2205) 0.01 0.0 0.0 0.0 
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Cider, perry, mead and other 
fermented beverages (HS2206) 

0.0 0.0 0.0 0.0 

Undenatured ethyl alcohol, spirits and 
liqueurs (HS2208) 

0.05 0.1 0.0 0.0 

Source: Author’s calculations using UN Comtrade data. 

Beverage production in the EU and Mercosur countries 

An accurate analysis and comparison of beverage production levels in the EU and Mercosur 
is constrained by the limited availability of comparable data across countries, particularly 
in the case of the Mercosur member states. Nevertheless, beyond what can be learnt about 
production levels from the trade data presented above, comparable production data is 
available for the EU across a number of different alcoholic and non-alcoholic beverage 
products.  

The total value of EU beverage production reached €144.4 billion in 2014 (up from €140.9 
billion in 2012). Figure 55 provides an indication of the scale of production of particular 
types of beverages across the EU by depicting recent trends in the production value of 
various beverages. Beverage production in the EU is dominated by the manufacture of soft 
drinks and mineral/bottled waters, beer and wine, followed in order of magnitude of the 
value of production by distilling, rectifying and blending of spirits and the manufacture of 
fruit and vegetable juice. 

Figure 55. EU beverage production values in € billions, by beverage type, 2012-
2014 

 

Source: Author’s elaboration using Eurostat data. 

Comparable data on production levels (measured in terms of the value of production) for 
different types of beverages across the Mercosur countries is not readily available. 
However, limited cross-country data on production volumes is available for wine and beer 
production in Mercosur. Figure 56 shows that Brazil was the dominant beer producer in 
Mercosur between 2012 and 2014 by some margin, followed by Argentina. In comparison, 
Paraguay and Uruguay produced very limited volumes of beer over this period. In contrast, 
Argentina was the Mercosur bloc’s major wine producer between 2012 and 2014, with only 
limited volumes produced in the other three member states. This is also reflected in the 
trade data outlined in the previous section, which shows that wine is Argentina’s top 
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beverage export to the EU and also that Argentina accounts for the Mercosur countries’ 
largest share of wine imported into the European bloc.  

Figure 56. Beer and wine production volumes (million tonnes) in Mercosur 
countries, 2012-2014 

 

Source: Author’s elaboration using FAOstat data.  

Tariffs and other protective measures on EU-Mercosur trade in beverage products 

Mercosur has relatively high applied most-favoured nation (MFN) tariffs on beverages, 
particularly in the case of waters and alcoholic beverages. No beverage products from the 
EU currently enter Mercosur duty free. Applied MFN tariffs on beverage exports in 2016 
ranged from 14% in the case of fruit juices to 20% for beer (marginally lower tariffs applied 
by Paraguay) and most waters, wines (although Brazil’s tariff on still wine is 27%), 
vermouth, ciders and other fermented beverages, and spirits and liqueurs, and 35% for 
other non-alcoholic beverages (excluding water, fruit and vegetable juices and milk) in the 
case of Argentina. 

The EU is a major source of the Mercosur countries’ imports of water (especially Argentina, 
Brazil and Uruguay), beer (particularly in the case of Brazil), wine (again, particularly for 
Brazil), vermouth (especially Argentina and Brazil) and spirits and liqueurs, exports of 
which all still attract high tariffs in Mercosur. There is thus potential to increase EU 
beverage exports to Mercosur if the EU-Mercosur agreement includes an elimination of 
Mercosur tariffs on beverage products facing relatively high applied tariffs. This is 
especially true in the case of alcoholic beverages, and particularly in the case of sparkling 
wine in Argentina and wine in containers of less than 2 litres in Brazil, where the applied 
tariffs are high even in comparison to the general Mercosur tariff. 

Table 62. Mercosur countries’ applied MFN tariffs on beverage imports from the 
EU, by HS 6-digit product, 2016 

Product description HS code Mercosur simple average 
applied MFN tariff(s) 
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Product description HS code Mercosur simple average 
applied MFN tariff(s) 

Grapefruit juice 200921 or 
200929 

14.0 

Single citrus fruit juice 200931 or 
200939 

14.0 

Pineapple juice 200941 or 
200949 

14.0 

Tomato juice 200950 14.0 
Grape juice 200961 or 

200969 
14.0 

Apple juice 200971 or 
200979 

14.0 

Cranberry juice 200981 14.0 
Other fruit juices 200989 14.0 
Mixtures of fruit juice 200990 14.0 
Mineral waters and aerated waters 220110 20.0 
Ordinary natural water 220190 20.0 
Waters with added sugar or flavour 220210 20.0 
Non-alcoholic beverages (excl. water, 
fruit or  

220290 20.0 (Brazil, Paraguay, 
Uruguay) 

35.0 (Argentina) 
Beer 220300 20.0 
Sparkling wine 220410 19.0 (Paraguay) 

20.0 (Brazil, Uruguay) 
27.5 (Argentina)i  

Wine in containers <=2 litres 220421 19.0 (Paraguay) 
20.0 (Argentina, Uruguay) 

27.0 (Brazil) 
Wine in containers >2 litres 220429 20.0 
Grape must 220430 20.0 
Vermouth and other wine in 
containers<=2 l. 

220510 20.0 

Vermouth and other wine in 
containers >2 l.  

220590 20.0 

Cider, perry, mead and other fermented 
bev 

220600 20.0 

Spirits obtained by distilling grape wine 
or gr 

220820 20.0 

Whiskies 220830 13.33 (Uruguay) 
16.67 (Paraguay) 

17.33 (Brazil) 
20.33 (Argentina)ii 

Rum and other spirits obtained by 
distilling f 

220840 20.0 

Gin and Geneva 220850 20.0 
Vodka 220860 18.0 (Paraguay) 

20.0 (Argentina, Brazil, 
Uruguay) 

Liqueurs and cordials 220870 18.0 (Paraguay) 
20.0 (Argentina, Brazil, 

Uruguay) 
Ethyl alcohol of strength <80% volume 
(excl.  

220890 20.0 
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Sources: UNCTAD TRAINS database; WTO Tariff Analysis Online database. Notes: Tariffs are simple 
averages. The UNCTAD TRAINS database is used predominantly, with the WTO database use to fill 
gaps in terms of missing data in the TRAINS database. (i) In Argentina, champagne is subject to 
35% tariff, and other sparkling wine to 20%. (ii) Whisky in bottles is subject to 35% in Argentina. 

There is significant variation in the applied EU MFN tariffs across beverage products 
imported from the Mercosur countries. Mercosur exports of mineral waters and aerated 
waters, ordinary natural water, beer and a range of spirits (including whiskies, rum, gin 
and Jenever, vodka, and liqueurs and cordials) enter the EU duty free, while Paraguay also 
enjoys duty free access for waters with added sugar, sweetener or flavour, other non-
alcoholic beverages (excluding water, fruit or vegetable juices and milk), vermouth, and 
cider and other fermented beverages. The EU’s applied tariffs on alcoholic beverage 
imports from Mercosur are generally lower. Sparkling wine, wine, cider and other 
fermented beverages, and rum face non-ad valorem tariffs, but these are fairly low. 
However, aside from wine exports from Argentina, the EU is generally a relatively limited 
market for alcoholic beverage exports from the Mercosur countries. 

Table 63. EU applied MFN tariffs on beverage imports from Mercosur countries, 
by HS 6-digit product, 2016 

Product description HS code EU applied 
MFN tariff(s) 

Non-ad valorem 
tariffs 

Frozen orange juice 200911 24.40  
Orange juice 200912 12.20  
Orange juice 200919 22.90  
Grapefruit juice 200921 12.00  
Grapefruit juice 200929 22.80  
Single citrus fruit juice 200931 14.80  
Single citrus fruit juice 200939 17.49  
Pineapple juice 200941 15.60  
Pineapple juice 200949 20.00  
Tomato juice 200950 16.40  
Apple juice 200971 18.00  
Apple juice 200979 22.00  
Cranberry juice 200981 19.76  
Other fruit juices 200989 18.87  
Mixtures of fruit juice 200990 18.45  
Mineral and aerated waters 220110 0.00  
Ordinary natural water 220190 0.00  
Waters with added sugar, 
sweetener or flavour 

220210 9.60*  

Non-alcoholic beverages 
(excl. water, and milk) 

220290 9.60*  

Beer 220300 0.00  
Sparkling wine 220410  EUR 32/hl 
Wine in containers <=2 
litres 

220421  EUR 15.4 - 32/hl 

Wine in containers >2 litres 220429  EUR 12.2 - 32/hl 
Grape must 220430 32.00  
Vermouth and other wine in 
containers <=2 litres 

220510 0.00* 
Paraguay only 

EUR 10.9/hl * 
or EUR 0.9/% vol/hl + 

EUR 6.4/hl * 
Vermouth and other wine in 
containers >2 litres 

220590 0.00* 
Paraguay only 

EUR 9/hl * 
or EUR 0.9/% vol/hl * 



 
 
 

SIA in support of association agreement  
negotiations between the European Union and Mercosur 

  

150 

Product description HS code EU applied 
MFN tariff(s) 

Non-ad valorem 
tariffs 

Cider, perry, mead and 
other fermented beverages 

220600 0.00* 
Paraguay only 

EUR 5.76 – 19.2/hl * 
or EUR 1.3/% vol min 

EUR 7.2/hl * 
Spirits obtained by distilling 
grape wine or grape marc 

220820 0.00  

Whiskies 220830 0.00  
Rum and other distilled 
sugar cane spirits  

220840  EUR 0.6/% vol/hl 
Or EUR 0.6/% vol/hl + 
EUR 3.2/hl or 0%** 

Gin and Geneva 220850 0.00  
Vodka 220860 0.00  
Liqueurs and cordials 220870 0.00  
Ethyl alcohol of strength 
<80% volume (excl. those 
above) 

220890  EUR 1/% vol/hl + EUR 
6.4/hl Or EUR 1/% 

vol/hl 

Source: WTO Tariff Analysis Online database. Notes: Tariffs are simple averages except in the case 
of non-ad valorem tariffs.(*) Paraguay enjoys preferential duties for these beverage products under 
the GSP+ scheme. (**) Part of Brazil’s exports of rum and cachaça are under HS22084031 and HS 
22084091, which are duty free. 

Non-tariff measures 

Since negotiations between the EU and Mercosur began in June 2000, the promotion of 
mutual trade in agricultural products, and products relying on agricultural inputs, has been 
an important area of cooperation (EC, 2001). At the same time, consumer protection and 
food safety has been a key objective for the EU member states in particular. Nevertheless, 
there have been no instances of alerts since 2005 in the EU’s Rapid Alert System, Rapex, 
involving any beverages posing risks to the health and safety of consumers in EU member 
states from any countries, including the Mercosur member states. On the other hand, 
previous studies have found NTMs pose particularly onerous constraints on EU beverage 
exports to Mercosur (Philippidis and Sanjuan, 2007; van Bekum, 2015). Philippidis and 
Sanjuan (2007) estimated in 2007 that, when measured in trade cost equivalents, NTMs 
affecting EU exports of beverages and tobacco to Mercosur were equivalent to an additional 
cost of 160% of the value of the product. Similarly, trade costs faced by Mercosur 
exporters of beverages to the EU also appear to be high (van Bekum, 2015).  

Problematic issues facing EU exporters into Mercosur include variation in labelling and/or 
packaging standards for wine and potentially also other beverage products. For instance, 
there are currently lengthy market processes involved in accepting labelling and packaging 
in Brazil and labelling requirements differ from international standards in Argentina 
(CELCAA, 2016). Tax discrimination also affects EU beverage exports into Mercosur, 
especially in Brazil where local spirits have been taxed at a lower rate since the reform of 
the industrialised product tax in 2015 (Spirits Europe, 2017). These and other issues, 
together with the potential benefits from addressing them, are interrogated further below 
(including specific economic issues related to sanitary and phytosanitary standards (SPS), 
geographic indicators (GIs) and quality requirements and standards). Nevertheless, the 
insights presented so far suggest an EU-Mercosur agreement that successfully reduces 
NTMs could have a substantial impact in boosting EU beverage exports to Mercosur.  
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Assessment of the impact 

Economic impact 

A key objective of EU negotiators involved in negotiations with Mercosur around a future 
trade agreement is to free up trade in wines and spirits. This has generally focused on 
seeking to: 

• facilitate mutual recognition of standards, practices and regulations as well as 
certification and documentation requirements, notably through the inclusion of a 
wine annex; 

• cooperate to address divergences in product definitions, certification and labelling 
(e.g. in the use of grape varieties for winemaking and the labelling thereof) as well 
as those related to the International Organisation of Vine and Wine’s standards 
(e.g. on quality requirements and content analysis/additives); and 

• improve intellectual property protection and facilitate protection and recognition of 
geographic indicators (GIs).  

The EU has made a number of recent proposals to govern trade in wines (HS2204) and 
spirits (HS2208) between the EU and Mercosur. These proposals cover the mutual 
recognition and authorisation of imported wine products produced in accordance with 
relevant winemaking practices and regulations in the EU and Mercosur; specific 
agreements regarding labelling requirements; and limits on certification and 
documentation requirements for wine products and spirits imported from either the EU or 
Mercosur.  

Another objective is to address issues related to GIs relevant to trade in wines and spirits. 
The EU is seeking legal protection in the shape of protected destination of origin (PDO) 
and protected geographical indication for certain wines in Mercosur markets. Similarly, 
some Mercosur producers have also sought protection for GI products in European markets 
such as cachaça, a spirit produced in Brazil from sugarcane and used in cocktails such as 
caipirinha. Producers of the latter want protection to ensure only they are allowed to use 
this denomination for their products in the European market. These producers also argue 
the recognition process should respect that cachaça and rum are different products and 
hence should not be subject to EU tariffs on rum but rather be treated equally with other 
spirits.  

The modelling exercise undertaken for this study offers some insights on the impact of the 
agreement on the beverages sector. In terms of output, this is estimated to increase in 
the EU, Brazil and Argentina, and decrease in Uruguay and Paraguay. It also shows that 
imports of beverages are going to increase in both the EU and Mercosur bloc, with a 
stronger impact on Mercosur countries. Exports of beverages, on the other hand are 
forecasted to increase (especially for Brazil and Argentina), except for Uruguay. 

Environmental impact 

The liberalisation of EU-Mercosur trade in beverages would likely result in an increase in 
agricultural production (to provide inputs for beverage producers) and downstream 
beverage manufacturing, potentially placing greater pressure on both land and water 
resources. While the potentially adverse effects of the anticipated production changes 
arising from an EU-Mercosur agreement should not be ignored, the overall environmental 
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impacts in Mercosur and the EU are unlikely to be significant. This owes, in part, to the 
strong emphasis in EU regulatory policies on reducing environmental impacts. There is 
emphasis, for example, on waste prevention and recycling (including through the revised 
Waste Framework Directive adopted in 2008) and on reducing the environmental impact 
of packaging and packaging waste (e.g. through the Packaging and Packaging Waste 
Directorate, established in 1994).  

On the Mercosur side, exposure to increased competition from European exporters may 
necessitate positive changes among beverage producers that improve environmental 
compliance and sustainability. Likewise, beverage exporters based in Mercosur will face 
greater incentives to comply with European regulations and legislation in order to capitalise 
on better opportunities in European markets. This may, however, require support for 
regulatory capacity building for both regulators and beverage firms (in relation to 
compliance) in Mercosur. 

Social impact  

Our modelling exercise shows that in the beverage sector, both skilled and unskilled 
employment will decrease marginally in both the EU and Mercosur because of the 
agreement.   

An EU-Mercosur agreement has potential to improve labour conditions and address land 
tenure constraints related to agricultural production in Mercosur. The shifting dynamics in 
the beverage sector resulting from trade liberalisation may also induce greater 
concentration in the agricultural segments of particular beverage value chains in either 
the EU or Mercosur. Beverage production is already relatively highly concentrated in 
Mercosur countries (Traistaru and Martincus, 2003). Further liberalisation of trade through 
an EU-Mercosur agreement may result in greater concentration and alter the distributional 
and locational patterns of beverage production, resulting in changes in both overall welfare 
and the distribution of welfare over space. This has the potential to compound inequality 
within Mercosur countries. 

Health considerations are also important when analysing the impact of EU-Mercosur trade 
in beverages. The EU policy agenda increasingly emphasises combatting obesity, which 
has resulted in heightened attention on the health impacts of the food and beverage 
industry. This has motivated greater focus, and growing interest, in the reformulation of 
beverages to ensure they contribute to healthier diets. This is likely to have important 
implications for product standards and nutritional requirements guiding Mercosur beverage 
exports to the EU market. 

Human rights impact 

Liberalisation of EU-Mercosur trade in beverages is unlikely to create any major human 
rights concerns.  

Impact on SMEs 

SMEs account for a large share of activity in the beverages sector. Indeed, more than 80% 
of the firms operating in the beverage sector in the EU employ fewer than 10 people (EC, 
2016b). More than 285,000 SMEs operate across the broader food and beverage sectors 
in the EU, accounting for nearly two-thirds (62.8%) of total employment in these sectors, 



 
 
 

SIA in support of association agreement  
negotiations between the European Union and Mercosur 

  

153 

just less than half (48.1%) of the value added generated by these sectors, and almost all 
firms (99.1% of the total number of firms) producing either food or beverages (Food Drink 
Europe, 2016). Similarly, a relatively high concentration of manufacturing SMEs in 
Argentina are involved in the production of food and beverages (Oxford Business Group, 
2018).  

It is unclear how much small farmers in Mercosur producing inputs for beverage value 
chains would benefit from enhanced trade in beverages resulting from an EU-Mercosur 
agreement. This suggests increased agricultural activity associated with beverage 
production may contribute to dispossession of the land of smallholders or indigenous 
groups. Participation of local producers, especially smallholders, may depend on how 
successfully these producers can engage in collective production to participate directly in 
new investments and larger markets (Hinojosa, 2009). 

Even with lower tariffs and a reduction of other barriers to EU-Mercosur trade in beverages, 
another potential concern for SMEs, particularly those in Mercosur, is the cost of 
compliance with regulatory requirements in each other’s markets. SMEs generally have 
fewer resources at their disposal compared to large beverage firms or multinational 
beverage manufacturers to overcome import regulations and comply with SPS measures 
required for access to foreign markets. The European Commission has cited concerns 
about the administrative burden and legislative demands faced by SMEs to comply with 
regulations in the food and drink industry (EC, 2016). This may include compliance with 
labelling and/or packaging standards, health and nutritional requirements and product 
quality standards. As such, measures that simplify some of these requirements will be 
beneficial for SMEs. 

Impact on Consumers 

Consumers in both the EU and the four Mercosur countries are likely to benefit from 
enhanced EU-Mercosur trade in beverages. Prices of beverages are likely to fall in both the 
EU and Mercosur through the liberalisation of EU-Mercosur trade as domestic producers 
face greater competition from foreign varieties. The pressure from heightened competition 
can improve aggregate productivity in the domestic beverage sectors in the Mercosur 
countries and the EU member states, and also stimulate product innovations, meaning 
consumers may enjoy better quality, more innovative beverage products at lower prices. 
In turn, consumers will also benefit from access to a wider array of both alcoholic and non-
alcoholic beverages. The modelling exercise undertaken for this study shows that private 
consumption in the beverages sector will increase for all countries, with especially strong 
effects in the EU bloc and in Paraguay. 

Impact on LDCs 

In theory, a reduction of tariffs on Mercosur beverage exports to the EU under an EU-
Mercosur trade agreement could erode the tariff preferences enjoyed by LDC beverage 
manufacturers into the EU market. LDCs enjoy duty free access to the EU market, whereas 
the EU’s applied duties on beverage imports from Mercosur are relatively high for some 
beverage products, particularly fruit juices and many different types of alcoholic 
beverages, which face non-ad valorem tariffs (see Table 63). However, in other beverage 
products (mineral waters and natural waters, beer, spirits, whiskies, rum, gin, vodka, 
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liqueurs and cordials) this is not a relevant consideration since the EU’s applied MFN duties 
on beverage imports from Mercosur are set at zero.  

In reality, LDC exports of beverages to the EU are very limited at present, both in value 
terms and as a share of the EU’s total imports of particular beverage products from the 
world.  

Table 64 shows that even when the exports from all 47 LDCs are combined, the total 
values of beverages exported from these countries to the EU are minimal. Only fruit juice 
exports from LDCs to the EU exceeded €1 million, on average, each year between 2012 
and 2016. The values of LDC exports of vermouth and cider and other fermented 
beverages were especially small. Moreover, at the individual country level, many LDCs did 
not export certain types of beverages to the EU at all over this period. This suggests the 
immediate impact of an EU-Mercosur agreement on the beverage sectors in LDCs would 
be limited.  

Table 64. LDC total and selected LDCs with significant beverage exports to the 
EU (based on the average export value from 2012-2016), by product 

 Fruit juices 
(HS2009) 

Waters 
(unflavoured
) 
(HS2201) 

Waters 
(flavoured) 
(HS2202) 

Beer 
(HS2203) 

Spirits and 
liqueurs 
(HS2208) 

LDC Total 
(average 
export value 
2012-2016) 

1,200,439 53,264 691,842 759,948 405,726 

LDCs with 
annual 
average 
exports to the 
EU exceeding 
EUR 100,000  
(2012-2016) 

Bangladesh 
(€265,555) 

Ethiopia 
(€483,494) 
Madagascar 
(€145,266) 

Mali (€105,048) 
Uganda 

(€112,248) 

 Bangladesh 
(€313,249) 

Lao PDR 
(€115,423) 

 
Madagasca

r 
(€204,231) 

Haiti 
(€170,409) 

 
Madagascar 
(€187,810) 

Source: Author’s calculations using Eurostat data. 

Impact on OMRs 

Production of specific beverage products, mostly alcoholic varieties, is significant in the 
context of the economies of a handful of the EU’s outermost regions. Rum, for example, 
is a key product in the French Caribbean islands (Martinique and Guadeloupe) and is also 
produced in French Guiana, Réunion and the Canary Islands (particularly Gran Canaria, 
home to the Arehucas rum factory, the oldest rum distillery in Europe, and several other 
distilleries, which import raw materials from abroad to produce rum). Rum production is 
especially important for the economy of Martinique, where it is responsible for 
approximately one-fifth (21%) of total agricultural GDP (IEDOM, 2011). Martinique is often 
referred to as the “Rum Capital of the Caribbean”, and producers in the geographic area 
enjoy PDO status, labelled AOC Martinique Rhum Agricole, for varieties that meet specific 
local standards (Clarke, 2013). Much of the rum produced in Martinique is exported, with 
exports primarily going to the French mainland (nearly 80% of total production in 2010) 
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or North America.64 A reduction in the tariffs (of EUR 0.6/% vol/hl in the case of bottled 
rum)65 on rum exported by Mercosur countries to the EU is unlikely to have major effects 
on the rum producers (and especially exporters) in Martinique, Guadeloupe, French 
Guiana, Réunion and the Canary Islands. 

In the case of certain other beverages, an EU-Mercosur trade agreement may be beneficial 
for consumers in the EU’s outermost regions. Martinique, for example, is largely reliant on 
imports from Europe and Latin America to meet local demand, especially for processed 
products such as fruit juice. A reduction in tariffs on fruit juices imported from Mercosur 
countries could boost the variety of juice available to consumers in Martinique (and other 
outermost regions of the EU) and lower prices.  

                                    
64 See Rhum Agricole, 2018. Available at: http://www.rhum-agricole.net/site/en/mq_rum.  
65 In a one-litre bottle with 40% of alcohol, the duty will be as much as Euros 0.24 

http://www.rhum-agricole.net/site/en/mq_rum
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7.2. Sectoral analysis: Manufacturing 

7.2.1.  Textile and Garments 

Sector overview 

The European textile and garment sector 

The T&G sector is important to both the European and Mercosur economies. Data for 2013 
shows that in Europe, the T&G sector produces items for a total value of EUR 166 billion 
European countries work on large sections of the value chain, from the production of 
natural and synthetic yarn, to fabrics and garment but also home, technical and industrial 
textiles. The retail and distribution part of the value chain is also present in Europe (EC, 
2017c).  Three quarters of the production are concentrated in Italy, France, the UK, 
Germany and Spain. Southern European countries tend to focus on clothing, while 
northern European countries produce a larger share of technical textiles (EC, 2017c). 30% 
of the global market T&G exports come from the EU.  

The Mercosur textile and garment sector 

T&G also plays a big part in the Mercosur economies, although this bloc exports 
considerably less than others such as Honduras and Peru (SOMO, 2011). Historically a 
cotton producer, Brazil now ranks fifth in the global cotton production ranking 
(Nascimento, 2016). According to the Brazilian Textile and Apparel Industry Association 
(Abit), 33,000 companies of all sizes operate in the T&G sector in 2015, employing 1.5 
million people and making T&G the second largest manufacturing employer in Brazil.66 The 
Brazilian T&G sector relies on the country’s large domestic market rather than focussing 
on exports (Fibre2 Fashion).  

Similarly, in Argentina the textile industry generated USD 3.2 billion, or 5 % of the total 
national manufacturing output in 2013 (Oxford Economics, 2014). The industry is mostly 
focussed on the domestic market and is dominated by small and medium size companies 
(65% of the companies have less than 50 employees; SOMO, 2011).   

Current status of trade in textile and garment67 

The EU exports considerable amounts of garments and textiles. For the EU countries, 
Mercosur is a small market, accounting for only 1% of the total export of garment and 
textile in 2016 (the largest market, the US, accounted for 13% in the same year). Mercosur 
only ranks 20th among the markets for European garment and textile exports, as shown 
in Figure 57 below. In 2016 the EU exported a total of EUR 430 million worth of T&G to 
the Mercosur, down from the EUR 500 million exported in 2012. Brazil is the largest 
importer, with around 70% of the total Mercosur imports from Europe in 2016 (down from 
78% in 2012). 

                                    
66 Abit - Associação Brasileira da Indústria Têxtil e de Confecção. Available at: 
http://texbrasil.com.br/en/press/brazilian-textile-and-apparel-sector-in-2015/    
67 Throughout this section, we define textile using HS codes 50-60, and garment using HS codes 61, 62, and 
63.  

http://texbrasil.com.br/en/press/brazilian-textile-and-apparel-sector-in-2015/
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Figure 57. EU exports of garment and textile to Mercosur by country, 2012-2016 

 

Source: Eurostat 

Mercosur countries import more textile than garment, however this has been changing. 
The share of textiles in Mercosur T&G imports from Europe declined from 73% in 2012 to 
61% in 2016.  

Figure 58. EU exports of garment and textile to Mercosur by type, 2012-2016 

 

Source: Eurostat  

Table 65 shows the top exported products from the EU to Mercosur. These are raw 
materials, yarn and textile, while no garments are included – reflecting the content of  

Figure 58. These top 20 products only cover 33% of the total EU T&G exports to Mercosur. 
These indicates that EU exports to Mercosur are quite diversified.  

Table 65. EU exports to Mercosur, top 20 most exported T&G products, 2016 

Product 
code (HS) 

Product name Export 
(EUR) 

% of total 

620462 Women's or girls' trousers, bib and brace overalls, 
breeches and shorts of cotton (excl. Knitted or 
crocheted) 

12,631,620 2.93% 

560313 Nonwovens, n.e.s., of man-made filaments, 
weighing > 70 g/m² but <= 150 g/m² 

11,849,046 2.75% 

2012 2013 2014 2015 2016
Uruguay 23,362,626 26,290,749 25,422,364 28,397,017 31,852,431
Paraguay 9,187,133 7,171,628 6,602,267 7,267,721 11,809,779
Brazil 392,869,683 358,572,074 333,131,581 315,056,981 304,809,201
Argentina 75,356,280 77,882,682 74,312,404 92,505,902 81,985,905

 -
 100,000,000
 200,000,000
 300,000,000
 400,000,000
 500,000,000
 600,000,000

EU
R

Jan.-Dec. 2012 Jan.-Dec. 2013 Jan.-Dec. 2014 Jan.-Dec. 2015 Jan.-Dec. 2016
Clothing 136,881,332 155,785,255 156,569,030 155,974,515 169,588,768
Textile 363,894,390 314,131,878 282,899,586 287,253,106 260,868,548

 -

 100,000,000

 200,000,000

 300,000,000

 400,000,000

 500,000,000

 600,000,000



 
 
 

SIA in support of association agreement  
negotiations between the European Union and Mercosur 

  

158 

620342 Men's or boys' trousers, bib and brace overalls, 
breeches and shorts, of cotton (excl. Knitted or 
crocheted) 

11,129,623 2.59% 

620640 Women's or girls' blouses, shirts and shirt-blouses of 
man-made fibres (excl. Knitted or crocheted and 
vests) 

8,218,099 1.91% 

591190 Textile products and articles, for technical purposes, 
n.e.s. 

7,745,087 1.80% 

590699 Rubberised textile fabrics (excl. Knitted or crocheted 
textile fabrics, adhesive tape of a width of <= 20 cm) 

7,656,778 1.78% 

591132 Textile fabrics and felts, endless or fitted with linking 
devices, of a kind used in papermaking or similar 
machines, weighing >= 650 g/m² 

7,352,527 1.71% 

610910 T-shirts, singlets and other vests of cotton, knitted or 
crocheted 

7,291,281 1.69% 

610990 T-shirts, singlets and other vests of textile materials, 
knitted or crocheted (excl. Cotton) 

6,990,650 1.62% 

591000 Transmission or conveyor belts or belting, of textile 
material, (excl. Those of a thickness of < 3 mm and 
of indeterminate length or cut to length only) 

6,439,119 1.50% 

620520 Men's or boys' shirts of cotton (excl. Knitted or 
crocheted, singlets and other vests) 

5,964,310 1.39% 

551011 Single yarn, containing >= 85% artificial staple fibres 
by weight  

5,921,868 1.38% 

550130 Filament tow, acrylic or modacrylic 5,817,720 1.35% 

551614 Woven fabrics containing >= 85% artificial staple 
fibres by weight, printed 

5,679,404 1.32% 

611030 Jerseys, pullovers, cardigans, waistcoats and similar 
articles, of man-made fibres, knitted or crocheted 

5,609,254 1.30% 

590390 Textile fabrics impregnated, coated, covered or 
laminated with plastics other than polyvinyl chloride 
or polyurethane  

5,233,258 1.22% 

590220 Tyre cord fabric of high-tenacity polyester yarn 5,006,405 1.16% 

630790 Made-up articles of textile materials, incl. Dress 
patterns, n.e.s. 

4,880,406 1.13% 

560312 Nonwovens, , n.e.s., of man-made filaments, 
weighing > 25 g/m² but <= 70 g/m² 

4,839,576 1.12% 

560900 Articles of yarn, strip or the like of heading 5404 or 
5405, or of twine, cordage, ropes or cables of heading 
5607, n.e.s. 

4,747,189 1.10% 

TOTAL 32.76% 

Source: Eurostat 

The EU mostly imports T&G from China (33% of total T&G imports in 2016), Bangladesh 
(15%) and Turkey (13%). Compared to these, Mercosur is a small market as it only 
provides 0.4% of the total T&G imports into the EU. Import of T&G from Mercosur have 
increased, from EUR 209 million 2012 to EUR 236 million in 2016. Argentina has overtaken 
Brazil as the largest exporter, with 41% of the exports in 2016, but Brazil and Uruguay 
follow closely.  
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Figure 59. EU imports of garment and textile from Mercosur by country, 2012-
2016 

 

Source: Eurostat 

Figure 60 below shows how most imports from Mercosur are in textile rather than garment. 
For the period 2012-2016, Textile products constitute more than 90% of the imports.  

Figure 60. EU import of garment and textile from Mercosur by type, 2012-2016 

 

Source: Eurostat 

Table 66 looks at the top 20 most imported products from Mercosur into the EU. Combed 
wool dominates the imports, accounting for almost half of the total imports. Due to this, 
the imports are very concentrated, with the top 20 imported products accounting for 
almost 90% of total imports. However, among these imports we also find garment 
products. 

Table 66. EU imports from Mercosur, top 20 most imported T&G products, 2016 

Product 
code 

Product name Imports 
(EUR) 

% of 
import 

510529 Wool, combed (excl. That in fragments 'open tops') 112,467,572  47.7% 

510111 Greasy shorn wool, incl. Fleece-washed wool, neither carded 
nor combed 

  29,846,290  12.7% 

520100 Cotton, neither carded nor combed   14,553,213  6.2% 

2012 2013 2014 2015 2016
Uruguay 55,420,318 50,672,260 51,352,935 49,258,190 62,346,883
Paraguay 3,485,719 4,724,338 1,464,510 1,815,794 1,623,368
Brazil 86,811,952 77,734,325 70,774,269 73,617,832 74,831,422
Argentina 62,825,310 64,062,594 57,750,195 60,242,725 97,098,471

 -

 50,000,000

 100,000,000

 150,000,000

 200,000,000

 250,000,000

EU
R

 -

 50,000,000

 100,000,000

 150,000,000

 200,000,000

 250,000,000
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Textile Clothing
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500200 Raw silk 'non-thrown'   8,421,850  3.6% 

510121 Shorn wool, degreased, non-carbonised, neither carded nor 
combed 

  7,446,826  3.2% 

580632 Narrow woven fabrics of man-made fibres, with a width of 
<= 30 cm, n.e.s. 

  6,565,757  2.8% 

530500 Coconut, abaca "manila hemp or musa textilis nee", ramie, 
agave and other vegetable textile fibres, n.e.s., raw or 
processed, but not spun; tow, noils and waste of such fibres, 
incl. Yarn waste and garnetted stock 

  6,004,237  2.5% 

510310 Noils of wool or of fine animal hair (excl. Garnetted stock)   4,161,133  1.8% 

611241 Women's or girls' swimwear of synthetic fibres, knitted or 
crocheted 

  2,949,385  1.3% 

560721 Binder or baler twine, of sisal or other textile fibres of the 
genus agave 

  2,574,907  1.1% 

630260 Toilet linen and kitchen linen, of terry towelling or similar 
terry fabrics of cotton (excl. Floor-cloths, polishing-cloths, 
dish-cloths and dusters) 

  2,143,169  0.9% 

530890 Yarn of vegetable textile fibres (excl. Flax yarn, yarn of jute 
or of other textile bast fibres of heading 5303, coconut "coir" 
yarn, hemp yarn and cotton yarn) 

  1,623,798  0.7% 

591132 Textile fabrics and felts, endless or fitted with linking 
devices, of a kind used in papermaking or similar machines, 
e.g. for paper pulp or asbestos-cement, weighing >= 650 
g/m² 

  1,520,024  0.6% 

540233 Textured filament yarn of polyester (excl. That put up for 
retail sale) 

  1,345,057  0.6% 

510219 Fine animal hair, neither carded nor combed (excl. Wool and 
hair of kashmir "cashmere" goats) 

  1,243,949  0.5% 

510220 Coarse animal hair, neither carded nor combed (excl. Wool, 
hair and bristles used in the manufacture of brooms and 
brushes, and horsehair from the mane or tail) 

  1,135,096  0.5% 

500400 Silk yarn (excl. That spun from silk waste and that put up 
for retail sale) 

  1,060,911  0.4% 

610463 Women's or girls' trousers, bib and brace overalls, breeches 
and shorts of synthetic fibres, knitted or crocheted (excl. 
Panties and swimwear) 

  1,035,216  0.4% 

510539 Fine animal hair, carded or combed (excl. Wool and hair of 
kashmir "cashmere" goats) 

   942,527  0.4% 

540773 Woven fabrics of yarn containing >= 85% synthetic filament 
by weight, incl. Monofilament of >= 67 decitex and a 
maximum diameter of <= 1 mm, made of yarn of different 
colours (excl. Those of polyester, nylon or other polyamide 
filaments or monofilaments, and of mixtures of textured and 
non-textured polyester filaments) 

   878,085  0.4% 

TOTAL 88.1% 

Source: Eurostat 

Overall, the EU is a net exporter of clothes to the Mercosur, although decreasingly so, as 
shown in Figure 61 below. In 2016, the net exports of T&G were EUR 195 million.  

 
  



 
 
 

SIA in support of association agreement  
negotiations between the European Union and Mercosur 

  

161 

Figure 61. EU net export of T&G to Mercosur, 2012-2016 

 

Source: Eurostat 

Tariffs 

This section uses data from the UNCTAD Trade Analysis Information System (TRAINS) to 
look at tariffs levied on T&G in the EU-Mercosur trade. We extracted data on effectively 
applied tariffs (simple average) applied by the EU and by Mercosur for the products under 
HS codes 50-62.  

For EU exports, we collected data on the tariffs applied by Mercosur countries. Mercosur 
member countries apply many exemptions on the Mercosur CET, and therefore each 
country applies different tariffs to goods imported from the EU. For the T&G, these range 
from 0% to 35%. The average tariff applied by Mercosur countries on T&G products 
increased from 17.6% in 2005 to 22.6% in 2016 (TRAINS data). Figure 62 shows the 
differences in the tariffs applied by each country. Argentina and Brazil have applied higher 
tariffs than Paraguay and Uruguay especially since 2009.  

Figure 62. Mercosur average applied tariff by country, HS 50-62, 2005-2016 

 

Source: TRAINS 

Mercosur countries apply the highest MFN tariffs on clothing (HS 61-62) rather than on 
textile. These tariffs, applied to all trade partners, are relatively high and reveal the 
interest of Mercosur countries to protect the domestic garment industry. 
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Figure 63. Mercosur average applied tariff by HS code, HS 50-62, 2016 

 

Source: TRAINS 

When trading with the EU, all Mercosur countries face MFN tariffs.68 The average tariffs 
applied by the EU to T&G (HS 50-62) imports from Mercosur countries have ranged 
between 6.5% and 8.4% in the period 2007-2015 (TRAINS data). While these averages 
have increased over the years, they are lower than the tariffs applied by Mercosur to EU 
exports. Similarly to Mercosur, the EU applies the highest tariffs to garments.  

Figure 64. EU average applied tariff by HS code, HS 50-62, 2015 

 

Source: TRAINS 

In 2015, the average tariff applied by the EU on imports from Mercosur was around 8%, 
and the average tariff applied by Mercosur on imports from the EU was around 25%. The 
Mercosur market is therefore more protected from EU imports compared to the EU market.   

  

                                    
68 Paraguay graduated from GSP+ in January 2019.  
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Figure 65. EU and Mercosur average applied tariff, HS 50-62, 2007-2015 

 

Source: TRAINS 

Quality, safety and standards 

The EU has set up several systems to protect its consumers by ensuring that goods 
imported into the Union comply with health and safety regulations. The degree to which 
these regulations affect imports from Mercosur countries is the ability of Mercosur 
exporters to comply with EU standards.  

The EU has set up a Rapid Exchange of Information System (RAPEX) through which 
national trade and customs authorities report notifications about unsafe consumer 
products other than food and pharmaceuticals.69 Searching the database for notification 
raised on imports of T&G and footwear products from Mercosur countries from 2005 till 
2017 only returns 8 notifications. To put this in comparison with other countries that export 
T&G to the EU, in the same period there were 61 notifications on imports from Bangladesh, 
20 from Vietnam and 6 from Cambodia. In the Mercosur, these notifications concern all 
countries: there were 2 from Brazil, 3 from Paraguay, 2 from Argentina and one from 
Uruguay. Paraguay is the country with the least exports to the EU, but with the highest 
number of notifications. However, the number of notifications is relatively low, especially 
considering the long time span taken into account. This suggests that quality and safety 
standards are not an obstacle to Mercosur exporters to Europe.  

Assessing the impact of the agreement  

Economic impact 

This section assesses the impact of the AA on the textile and garment sector for both the 
EU and Mercosur. With an AA, trade between the EU and Mercosur would be liberalised, 
and the tariffs on T&G in trade between the two blocs would be eliminated.  

The Mercosur T&G sector is more protected compared to the EU market. Through the AA, 
the EU T&G exporters will face a greater reduction in tariffs, and are likely to export more 

                                    
69 See: 
https://ec.europa.eu/consumers/consumers_safety/safety_products/rapex/alerts/repository/content/pages/rap
ex/index_en.htm    
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to the Mercosur market. Given that the tariffs on garment are higher on both sides, the 
AA could encourage increased exports in garment, compared to textile.  

The CGE modelling offers some insights on the potential impact of the AA for the EU and 
Mercosur economies. The modelling looks at an ambitious and a conservative scenario (for 
more details, see section on CGE results). For each scenario, results are provided by 
sector. 

EU production will fall very marginally by up to 0.1%. This is not due to direct trade impacts 
on the T&G sector but to reallocation of resources between sectors in the model. Output 
in Paraguay will also fall slightly, whereas Brazil, Argentina and especially Uruguay will see 
their output increase. The EU and Mercosur (except Paraguay) will see their exports 
increase considerably.  

Environmental impact 

The T&G sector value chain has considerable environmental impacts. In 2015, the global 
textiles and clothing industry was responsible for the consumption of 79 billion cubic 
metres of water, 1 715 million tons of CO2 emissions and 92 million tons of waste, and 
these figures are set to double by 2030 (Sajn, 2019). The environmental impact is present 
at all segments of the value chain. Growing cotton requires huge quantities of land, water, 
fertilisers and pesticides. Natural fibres also have a high environmental impact, with silk 
production linked to depletion of natural resources and global warming, cotton contributing 
to water scarcity and wool to GHG emissions. Polyester, which is made of fossil fuels, has 
a lower water footprint compared to cotton but it discharges microplastic fibres in the 
water when washed, which can end up in the human food chain.  

T&G production is an energy-intensive process which uses large amounts of water and 
chemicals. More than 1 900 chemicals are used worldwide in the production of clothing, of 
which 165 the EU classifies as hazardous to health or the environment. Transport and 
distribution of material and finished products accounts for only 2% of the climate-change 
impacts of the industry. This phase is also characterised by waste generated through 
packaging, tags, hangers and bags, as well as unsold leftovers that are thrown away (Sajn, 
2019). The phase with the highest environmental footprint is consumer use, due to the 
chemicals and energy involved in washing and ironing, as well as disposal of clothes at the 
end of their life (Sajn, 2019). 

The assessment of the EU-Mercosur T&G trade reveals a potential increase in trade of 
textile and garment between the two blocs. This can potentially have negative 
environmental consequences, especially considering the increased transport of goods 
across the ocean between the two regions. The main negative environmental impacts could 
therefore arise from trade.  

There could be additional negative impact deriving from the increase in production arising 
from import/export opportunities between the two blocs. However, if consumption of 
textile and garment does not increase or increases only marginally as is predicted by the 
modelling, the impact on these externalities can be expected likewise to be marginal. 

  



 
 
 

SIA in support of association agreement  
negotiations between the European Union and Mercosur 

  

165 

Social and human rights impact: gender, informality and wages in the T&G sector 

Worldwide, most workers in the T&G sector are women (BSR, 2017); in Europe, women 
are more than 70% of workers in these sectors (Euratex, 2016). It is unclear how 
widespread informality is in the T&G sector in Europe. A 2014 report by the Clean Clothes 
Campaign analyses the garment sector in selected post-socialist Eastern European 
countries (of which some are part of the EU), and estimates that a third of the of the 
workers in the garment sector operates on informal bases (Clean Clothes Campaign, 
2014).70 The Home-Based Workers Association estimates that in Bulgaria, in addition to 
100,000 registered workers in the garment sector, another 500,000 operate as home-
based workers (ibid.). The same study also reports that wages paid to the workers (even 
when compliant with minimum wages) do not provide a liveable income (ibid.).  

In Mercosur countries, the T&G sector has large pockets of informality in which gender 
and migration issues also take an important role. The Argentinian garment sector presents 
a high degree of informality - around 75% of the workers are estimated to be operating 
in the informal space (SOMO, 2011). These include workers in small enterprises and home 
workshop. These workers often do not have contracts, and receive no social benefits or 
compensation, and are unlikely to be protected in case some issues arise (ibid.).  

Women are often overrepresented among the casual and less-skilled workforce, including 
in the garment sector in Argentina. One study estimates that 80% of the workers in this 
sector are women (SOMO, 2011). In addition, many of them are migrant workers from 
the Quechua and Aymara ethnic groups coming from the neighbouring Bolivia and Peru 
(SOMO, 2011). Especially those working in home workshops often lack documentation and 
any form of protection, and tend to work long hours for low wages (ibid.). 

Similarly, the Brazil T&G sector predominantly employs women. Almost 25 percent of the 
total employment in this sector is in home-based workshops, in which women account for 
94% of the workforce (BSR, 2017). 

In Uruguay, informality is prevalent in various sectors, including light manufacturing 
(which includes garment and textile manufacturing) (UNCTAD, 2015). However, 
informality does not seem to have a strong gender dimension in Uruguay, as studies have 
found similar levels of men and women in the informal sector (ibid.)  

The CGE modelling offers some insights on the potential impact of the AA for labour. The 
modelling looks at an ambitious and a conservative scenario (for more details, see section 
on CGE results). For each scenario, results are provided by sector and by type of labour 
(skilled or unskilled).  

In case of an AA, there will be changes in employment. The CGE model conducted for this 
study distinguishes between skilled and unskilled labour. In the T&G sector, the 
conservative scenario of the model estimates that the EU bloc, Argentina and Paraguay 
will see a small decrease in unskilled employment in the sector. Brazil and Uruguay, on 
the other hand, will see an increase in unskilled employment. The employment effect is 
particularly strong for Uruguay. In terms of skilled employment, the results are quite 

                                    
70 The countries included in the study are Bulgaria, Croatia, Romania and Slovakia (in the EU) and Bosnia & 
Herzegovina, Georgia, Macedonia (FYROM), Moldova, Turkey and Ukraine. 
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similar: the EU countries and Paraguay will see a small decrease, but Argentina, Brazil and 
Uruguay will see an increase in their skilled employment (again, this effect is stronger for 
Uruguay). The ambitious scenario reveals similar pattern, with a decrease in both skilled 
and unskilled labour in the EU, Argentina and Paraguay, and an increase in Brazil and 
Uruguay.  

Impact on consumers 

The creation of an AA between the EU and Mercosur will promote additional trade between 
the two blocs, and this could promote increased consumers’ welfare, as consumers will 
have more options to choose from and will benefit from increased competition.  

The CGE forecasts that private consumption of T&G will increase in EU and Argentina, but 
will decrease in Brazil, Uruguay and Paraguay. These changes, however, are limited and 
unlikely to have a large impact on consumers. 

Impact on SMEs 

SMEs are important players in the T&G sectors in Europe. In 2013, the sector had 185,000 
companies employing 1.7 million people, accounting for 3% of manufacturing value added 
and for 6% manufacturing employment in Europe (EC, 2017c). Many of these companies 
are small businesses – companies with less than 50 employees account for more than 90% 
of the workforce and produce almost 60% of the value added (ibid.). 

The simulation of the AA and other available data do not allow us to distinguish between 
SMEs and larger firms, and therefore it is difficult to establish what will be the impact of 
the AA on SMEs in both the EU and Mercosur. The extent to which these smaller and 
medium firms will thrive under the AA will depend on their ability to increase their 
production and export.  

Impact on LDCs 

As part of its preferential scheme, the EU offers duty-free and quota-free access to its 
market to a number of developing countries. LDCs benefit from the EBA programme, while 
low and lower-middle income countries benefit from GSP or GSP+. Among the countries 
which are beneficiaries of these schemes, a number are strong T&G producers. Looking at 
the EU top sources of T&G imports, nine countries benefit from preferential market access 
to the EU through GSP, GSP+ or EBA. In 2016, this represented 35% of the EU total 
imports of T&G. This is around the same size of the total EU imports of T&G from China 
(33.4% of total T&G imports in 2016). Therefore, the EU imports of T&G from China and 
from its most competitive trade partners with preferential access make up almost 70% of 
the total EU imports of T&G.  

Eliminating tariffs between the EU and Mercosur, an AA could allow Mercosur countries to 
export more to the EU, depending on their production capacity. This could in principle 
displace some of the imports from LDCs.  

However, this impact will only be significant if Mercosur countries manage to export T&G 
to the EU in significantly greater volumes. Mercosur is a much smaller supplier of T&G to 
the EU and to the world as compared to LDCs (with duty free access) and other MFN 
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countries such as China. Therefore duty elimination for Mercosur is unlikely to lead to 
significant preference erosion for LDCs. 

Impact on the Outermost Regions of the EU 

The EU Outermost Regions (ORs) are the most remote regions of the EU. The ORs are not 
large producers of garment and textile. For this reason, the likely impact of an AA between 
the EU and Mercosur on the EU ORs from the viewpoint of the T&G industry is unlikely to 
be large. The ORs are unlikely to be affected by larger trade flows.  

7.2.2.  Chemicals and Pharmaceuticals 

Sector overview 

The chemicals sector includes both inorganic industrial products, including rubber, plastics, 
and industrial agents, and organic products, including pharmaceuticals for human and 
animal use as well as pharma-chemicals (e.g. synthesized active ingredients, incipient 
inputs for formulation, raw materials) that are used in the production of human and 
veterinary drugs. For the most part, trade flows of inorganic chemicals reflect relative 
prices and traditional barriers to trade (e.g. tariffs). Trade flows of pharmaceuticals, 
however, reflect intellectual property coverage as well as health regulations that condition 
market access. In this section, unless a distinction is made, “chemicals” is used with 
reference to the entire array of outputs, including pharmaceutical products. Chemicals is 
one of the EU’s major exports, accounting for between 14% and 16% of total extra-EU28 
exports, with this share having remained broadly stable over the past ten years. Chemicals 
are slightly less important as a share of overall extra-EU28 imports, although their share 
has increased slightly over the past years to around 10%.  

Figure 66 shows the importance of trade in chemical and pharmaceutical products or the 
EU.71 

Figure 66. EU28 Chemical and Pharmaceutical Exports and Imports 

 

                                    
71 Here and in the following, chemical and pharmaceutical trade is defined as Section VI (Chapters 28-38) of 
HS 2012. 
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Source: COMEXT. Notes: Table shows chemical and pharmaceutical exports and imports as a share of total extra-
EU28 exports/imports. Chemical and pharmaceutical trade is defined as Section VI (Chapters 28-38) of HS 2012.  

The EU is currently running a substantial trade surplus in chemicals with Mercosur, with 
exports of around €10 billion in 2016 and imports of slightly less than €2 billion. This 
surplus has widened over the past ten years, with the increase mainly driven by strong EU 
export growth. In terms of overall importance to EU chemicals exporters, however, 
Mercosur accounted for approximately 3.5% of total extra-EU28 exports of chemicals in 
2016. Likewise, Mercosur exporters accounted for only about 1% of total EU28 chemical 
imports in 2016, down from 2.5% in 2011. 

Figure 67. EU28 Trade in Chemical and Pharmaceutical Products with Mercosur 
(Total) 

 

Source: COMEXT. Notes: Figure shows chemical and pharmaceutical exports and imports by the EU28 to and 
from Mercosur. Chemical and pharmaceutical trade is defined as Section VI (Chapters 28-38) of HS 2012.  

Figure 68. EU28 Trade in Chemical and Pharmaceutical Products with Mercosur 
(% of Total) 

 

Source: COMEXT. Notes: Figure shows chemical and pharmaceutical exports and imports by the EU28 to and 
from Mercosur, expressed as a share of total extra-EU28 chemical and pharmaceutical exports or imports. 
Chemical and pharmaceutical trade is defined as Section VI (Chapters 28-38) of HS 2012.  
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Table 67 and Table 68 take a closer look at the main chemical and pharmaceutical HS 6-
digit products traded between the EU and Mercosur.72 Broadly speaking, trade is evenly 
concentrated across the top products on both the export and import side, with the top 20 
HS codes accounting for 65% to 70%. Medicaments, Antisera and immunological products, 
Fungicides, and Vaccines are the most important EU exports, with a total share of 
approximately 35%. Medicaments (sub-chapter 3004) are also the most important 
imported product, followed by Acyclic ethers and Silicon. Note that a number of derivatives 
of agricultural products are also present among the top exports of Mercosur to the EU (e.g. 
oils of sweet and bitter orange; oils of lemon). This is consistent with the broader 
comparative advantage of Mercosur in many agricultural products. 

Table 67 and Table 68 also provide information about the EU’s and Mercosur’s product-
level revealed comparative advantage (RCA). Unsurprisingly, most of the top 20 products 
on both sides show a comparative advantage (RCA>1), sometimes very strongly so (e.g., 
Quebracho extract, RCA = 48). At the same time, relatively high tariff barriers remain for 
the top products, in particular for EU exports to Mercosur – seven out of the top-20 EU 
exports face ad-valorem tariffs of over 10%. Tariffs for Mercosur exports to the EU are 
lower but around 60% of the top-20 products still encounter tariffs of around 5%. 

Table 67. Top 20 Pharmaceutical and Chemical Exports from the EU to Mercosur 

HS 
Code 

HS Name Export 
Share 

RCA 
EU 

Avg. 
MFN 
Tariff 
Mercosu
r (%) 

300490 Medicaments  16.3% 2.1 10.5 
300210 Antisera and immunological products 7.5% 1.7 2.7 
380892 Fungicides 5.5% 2.0 12.0 
300220 Vaccines for human medicine 5.3% 2.7 2.1 
330300 Perfumes and toilet waters 3.0% 2.1 14.5 
31SSS9 Confidential trade of chapter 31 and SITC group 9. 2.9% -- -- 
380891 Insecticides 2.6% 1.2 12.6 
293339 Heterocyclic compounds with nitrogen hetero-atoms 

only, containing an unfused pyridine ring 
2.4% 2.0 6.3 

300439 Medicaments containing hormones or steroids  2.1% 2.3 7.1 
293319 Heterocyclic compounds with nitrogen hetero-atoms 

only, containing an unfused pyridine ring (excl. 
Phenazone Antipyrin and its derivatives) 

2.1% 1.5 2.0 

293399 Heterocyclic compounds with nitrogen hetero-atoms 
only, excluding those containing an unfused pyridine 
ring. 

1.9% 1.7 5.4 

382200 Diagnostic or laboratory reagents 1.6% 1.8 4.8 
382490 Chemical products and preparations of the chemical or 

allied industries  
1.5% 1.3 7.6 

293090 Organo-sulphur compounds 1.2% 1.0 4.1 
3004S5 Confidential trade of sub-chapter 3004 and SITC Group 

5 
1.0% -- -- 

29SSS5 Confidential trade of chapter 29 and SITC Group 5 1.0% -- -- 
300431 Medicaments containing insulin 1.0% 2.9 13.3 

                                    
72 Note that due to confidentiality requirements, trade for certain HS products cannot be reported. This is the 
case when reporting would reveal information about individual statistical units (exporters in this case). Such 
trade is subsumed in more aggregate categories. For example, the artificial HS code “Confidential trade of 
chapter 29 and SITC Group 5” sums trade from all confidential HS codes from chapter 29 (i.e., HS code 
starting with 29). 
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310221 Ammonium sulphate  1.0% 1.0 2.0 
350790 Enzymes and prepared enzymes, n.e.s. 1.0% 1.9 10.8 
330499 Beauty or make up preparations and preparations for 

the care of the skin  
0.9% 1.5 18.5 

300420 Medicaments containing antibiotics  0.9% 1.8 6.7 
300290 Human & animal blood for therapeutic, prophylactic or 

diagnostic uses 
0.9% 2.5 6.3 

310240 Mixtures of ammonium nitrate  0.8% 2.9 0.0 
 Total 64.3%   

Notes: Table shows the 20 HS 6-digit products with the highest share in EU chemical and pharmaceutical exports 
to Mercosur. ‘Export share’ denotes the share of the HS product in total chemical/pharmaceutical exports to 
Mercosur. RCA denotes revealed comparative advantage of the EU and ‘Avg. MFN Tariff Mercosur’ is the average 
Mercosur MFN import tariff, calculated as the simple average ad-valorem equivalent of the tariff lines underlying 
each 6-digit code. Chemical and pharmaceutical trade is defined as Section VI (Chapters 28-38) of HS 2012. 
Sources: COMEXT, UN Comtrade, UNCTAD Trains. 

Table 68. Top 20 Pharmaceutical and Chemical Imports from Mercosur to the EU 

HS 
Code 

HS Name Import 
Share 

RCA 
Mercos
ur 

Avg. EU 
MFN 
Tariff 
(%) 

3004S5 Confidential trade of sub-chapter 3004 and SITC 
Group 5 

9.6% 
  

290919 Acyclic ethers and their halogenated, sulphonated, 
nitrated, or nitrosated derivatives 

7.0% 2.5 5.5 

280469 Silicon  7.0% 6.3 5.5 
300490 Medicaments  5.6% 0.3 0.0 
293719 Hormones  4.3% 0.9 0.0 
293339 Heterocyclic compounds with nitrogen hetero-atoms 

only, containing an unfused pyridine ring 
4.1% 0.7 5.6 

350300 Gelatin  3.7% 12.0 7.7 
330112 Oils of sweet and bitter orange  3.6% 22.2 5.7 
380610 Rosin and resin acids  3.5% 10.2 5.0 
330113 Oils of lemon  3.3% 21.6 5.7 
382319 Fatty acids and acid oils from refining  3.0% 1.2 2.9 
292320 Lecithins and other phosphoaminolipids 2.6% 8.0 5.7 
320110 Quebracho extract 1.5% 48.0 0.0 
350790 Enzymes and prepared enzymes, n.e.s. 1.4% 1.6 4.7 
284390 Inorganic or organic compounds of precious metals  1.4% 0.6 4.2 
291819 Carboxylic acids, halides, peroxides and peroxyacids 1.3% 3.4 5.5 
300610 Sterile surgical suture materials  1.2% 1.1 0.0 
300190 Dried glands and other organs for organo-

therapeutic uses 
1.2% 0.7 0.0 

284321 Silver nitrate  1.1% 8.5 5.5 
290122 Propene Propylene 1.0% 1.7 0.0 
290121 Ethylene 0.9% 0.6 0.0 
 Total 68.3%   

Sources: COMEXT, UN Comtrade, UNCTAD Trains. Notes: Table shows the 20 HS 6-digit products with the highest 
share in EU chemical and pharmaceutical imports from Mercosur. ‘Import share’ denotes the share of the HS 
product in total chemical/pharmaceutical imports from Mercosur. RCA denotes revealed comparative advantage 
of Mercosur and ‘Avg. EU MFN Tariff’ is the average EU MFN import tariff, calculated as the simple average ad-
valorem equivalent of the tariff lines underlying each 6-digit code. Chemical and pharmaceutical trade is defined 
as Section VI (Chapters 28-38) of HS 2012.  
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Assessing the impact of the agreement  

An analysis of the impact of tariff elimination in these sectors will be included in the final 
report. 

Impact on SMEs 

The assessment does not preview specific impact on SMEs, resulting from these provisions.  

Impact on LDCs and OMRs 

The assessment does not preview specific impact on LDCs and OMRs resulting from these 
provisions.  

7.2.3.  Machinery 

Sector overview 

The structure of the machinery sector 

The machinery and equipment products are included in Chapter 84 (Nuclear reactors, 
boilers, machinery and mechanical appliances and parts thereof) and Chapter 85 
(Electrical machinery and equipment and parts thereof; sound recorders and reproducers; 
television image and sound recorders and reproducers, parts and accessories of such 
articles) from the Harmonized System (HS). It is a heterogeneous set of products, which 
contains 771 products at 6-digit specification level and 132 at 4 digits. Products are 
included within several positions from the ISIC Rev. 3 classification at 2-digit level of 
specification (22, 23, 25, 26, 28, 29, 30, 31, 32, 33, 34, 35) but most 6-digit HS of Chapter 
84 and 85 fall in sectors 29 and 31 at 2-digit ISIC (598 out of 776). 

For the present study we have focussed on a subset of products –from now on we are 
referring to them as “selected products”73. They constitute a 20% of the total 4-digits HS 
included in chapters 84 & 85 and 16% at 6-digits HS. The selected products are included 
in Division 29 (Manufacture of machinery and equipment) and Division 31 (Manufacture 
of electrical machinery and apparatus) from ISIC Rev 3. In particular, they are covered by 
subdivisions 12 (Manufacture of pumps, compressors, taps and valves), 13 (Manufacture 
of bearings, gears, gearing and driving elements), 19 (Manufacture of other general 
purpose machinery), 22 (Manufacture of machine-tools), 25 (Manufacture of machinery 
for food, beverage and tobacco processing) and 30 (Manufacture of domestic appliances) 
from Division 29 and by subdivision 10 (Manufacture of electric motors, generators and 
transformers) from Division 31. Some industrial activities in Division 29 also correspond 
with products not included in HS Chapters 84 & 85, while Division 31 corresponds 
exclusively with products from HS Chapter 85. 

The products in HS Chapters 84 & 85 cover a very diverse set of goods in terms of the 
industrial activities where they belong to, complexity level and uses. Within the diversity, 
the selected products are supplies of different industries such as the petrol and gas 
industry (it is the case of pumps and valves), the medium/high voltage equipment 

                                    
73 The details and description of the selected products are included in the Appendix. 



 
 
 

SIA in support of association agreement  
negotiations between the European Union and Mercosur 

  

172 

industry, the food industry, the metal and other material transformation industry. Both 
electric and non-electric instruments are included. Some of the products of greater 
complexity in terms of their industry destination and technological content include nuclear 
reactors, electrical motors, transformers and generators, bearings, pumps and 
transmission shafts. 

Production and employment74  

The machinery and equipment sector weighs moderately in gross value added in Mercosur 
(in 2015: 2% Argentina, 1% Brazil and Uruguay, and 0.4% in Uruguay) and in the EU (in 
2014: 2.5%). In terms of manufacturing employment, the sector share in the EU (14.4% 
in 2015) doubles the share in Mercosur (7.3% Argentina and 7.6% Brazil in 2015). 

Selected products can be classified into capital goods, industrial inputs and consumer 
goods. First, following the list of codes that Mercosur classifies75 as capital goods, 84% of 
selected products fall in this category (131 out of 155 selected products all considered at 
a 6-digit level)76. Secondly, those products corresponding with subdivision 293 from ISIC 
Rev3 which includes the manufacture of domestic appliances were considered as consumer 
goods. Among selected products there were only three that can be classified as consumer 
good following this criterion.77 They represent 2% of selected products. Finally, the 
remaining 14% was considered as industrial inputs.  

However, in terms of trade, EU exports of capital goods to Mercosur represent 86% of 
selected products and Mercosur exports to EU 70%, 2010-2016 average. In turn, inputs 
explained 30% of Mercosur selected products exports. Since inputs are just 14% of 6-
digits codes selected products, this suggests that within selected products Mercosur is 
primarily specialized in inputs.  

In Mercosur the sector performance in terms of productivity is quite heterogeneous. The 
machinery sector in general tends to be heterogeneous in terms of productivity and 
technological capabilities, and this heterogeneity is more pronounced in the less developed 
countries. While some firms stand out for their high degrees of automatization and scale 
in their production processes, others do for their product differentiation and customer-

                                    
74 Data for this section was obtained using ISIC Rev. 3 and ISIC Rev. 4 classification at two digit level. For the 
EU, divisions 27 and 28 for ISIC Rev. 4 were used. For Argentina, divisions 29 and 31 from ISIC Rev.3. For 
Brazil, divisions 27 and 28 from the Brazilian classification CNAE (Classificação Nacional de Atividades 
Econômicas) 2.0 (similar to ISIC Rev. 4). For Uruguay, we used the sector D.RR (Manufacturing of basic metal, 
machinery and equipment, metal, electrical and precision instruments) from the Uruguayan CNBCU 
classification (Clasificación Nacional del Banco Central de Uruguay). For Paraguay, division 21 (Manufacturing 
of Machinery and Equipment) from the Paraguayan Central Bank CNAP (Clasificación Nacional de Actividades 
de Paraguay). 
75 List of codes classified by Mercosur as capital goods (Universo de Bens de Capital in Portuguese) updated in 
Foreign Trade Chamber Resolution (CAMEX in Portuguese) Nº 136 dated on December 28th 2016. Available at: 
http://www.mdic.gov.br/comercio-exterior/estatisticas-de-comercio-exterior-9/arquivos-atuais. 
76The Mercosur classification is available at 8-digit level while our selected products were defined at 6-digit 
level.  We considered as capital good any 6-digit that included at list one capital good at 8-digit level. There are 
more products classified as capital goods than those included in our selected group. In fact, selected products 
are just 20% of the total list of capital goods developed by Mercosur. 
77 They were: 842211 (dish washing machines of the household type), 841451 (fans; table, floor, wall, 
window, ceiling or roof fans, with a self-contained electric motor of an output not exceeding 125W) and 841460 
(hoods; ventilating or recycling hoods incorporating a fan, whether or not fitted with filters, having a maximum 
horizontal side not exceeding 120cm). 

http://www.mdic.gov.br/comercio-exterior/estatisticas-de-comercio-exterior-9/arquivos-atuais
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provider relationship. The pre and post-sale services usually play a central role in these 
industries and therefore the destination distance constitutes a central factor in trade. As 
being closer to the customer might help to successfully provide such services, trade tends 
to concentrate within the region. 

In Argentina SMEs represent a large share of employment in Machinery and Equipment 
and Electrical Equipment,78 respectively 56% and 52% in 2011. In Brazil, the share of 
SMEs is 42% in Machinery and Equipment and 16% in Electrical Equipment. In the EU, 
instead the share is lower: 24% for Machinery and Equipment and 18% for Electrical 
Equipment 

Trade  

While the share of Chapters 84&85 in total trade in the EU is similar for exports and imports 
(around 25%), in Mercosur it represents a great share of its imports (around 28% in 2016) 
and a small part of its exports (around 6% in 2016) and sectoral trade balance worldwide 
is negative for Mercosur and positive from the EU.  

Regarding selected products share on total trade between Mercosur and the EU, they 
represent a larger part of trade from the EU to Mercosur (8.5% in average for period 2010-
2016) than the opposite flow (1.36% in average). 

Table 69. Share of selected products on total EU-Mercosur trade.EU Reporter, 
2010-2016 

  2010 2011 2012 2013 2014 2015 2016 

Import 1,23% 1,38% 1,46% 1,46% 1,38% 1,36% 1,24% 

Exports 8,92% 9,10% 8,30% 8,71% 9,09% 7,96% 7,43% 

Total Trade 4,85% 4,96% 4,89% 5,40% 5,50% 4,81% 4,37% 

Source: Eurostat (Comext database). Reporter: EU. Partner: Mercosur. 

The EU represents an important share of Mercosur imports and exports of selected 
products (around 37% and 32% respectively in 2016) and instead Mercosur constitutes 
just a 2.6% of EU trade of selected products. 

Table 70. EU share in Mercosur trade for selected products, 2010-2016 

  2010 2011 2012 2013 2014 2015 2016 
Export 25,54% 26,12% 25,36% 29,55% 29,47% 27,19% 31,60% 
Import 38,21% 39,50% 36,63% 37,62% 36,91% 35,27% 36,94% 
Total Trade 34,71% 35,89% 33,25% 35,59% 35,04% 33,11% 35,41% 

Source: UN Comtrade. Reporter: Mercosur. Partner: EU.  

  
Table 71. Mercosur share in EU trade (excluding intra-regional trade) for selected 
products, 2010-2016 

  2010 2011 2012 2013 2014 2015 2016 
                                    
78 Divisions 29 & 31 - ISIC Rev 3 or Division 28 and Division 27 ISIC Rev 4. 
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Export 4,68% 4,78% 4,32% 4,70% 4,41% 3,74% 3,24% 
Import 1,84% 2,00% 1,95% 1,76% 1,44% 1,31% 1,12% 
Total trade 3,87% 3,95% 3,66% 3,89% 3,56% 2,99% 2,57% 

Source: Eurostat (Comext database). Reporter: EU. Partner: Mercosur.  

 
EU-Mercosur trade balance is positive for the EU and in 2016 represented around 30% of 
EU trade surplus and 26% of Mercosur trade deficit.  

Figure 69. Evolution of EU Trade to and from Mercosur for selected products. EU 
Reporter. 2010-2016 

 

Source: Eurostat (Comext database). Reporter: EU, Partner: Mercosur. Values in  millions of euro 

In terms of inter-bloc trade, EU exports of selected products seem to be more diversified 
than Mercosur (the average Herfindahl Hirschman Index (HHI) for HS 6-digit within 
selected products is in average for the period 0,064 for Mercosur exports to the EU and 
0,025 for EU exports to Mercosur). While in average more than 65% of Mercosur exports 
are concentrated in the ten principal products, they explain around 40% of EU exports to 
Mercosur. 

Assessing the impact of the agreement  

Economic impact 

The lion share of trade between EU and Mercosur for selected products are capital goods. 
Some of them are already affected by specific regimes that have reduced their tariffs. In 
terms of imports, 35% of selected products do already enter Mercosur in a low tariff 
regime. Thus, the Agreement may not change much the situation in those cases. The 
region’s profile in terms of production and trade, suggests that the agreement may result 
in a contraction in production and employment for some of the other products, since the 
sector is smaller, less diversified, highly heterogeneous in terms of productivity, with a 
larger participation of SMEs, which may not be able to compete in European markets (e.g. 
technical norms may be particularly difficult to comply by Mercosur SMEs) and mostly 
specialized in inputs, where tariffs are expected to be more reduced.  
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Yet the agreement may have a positive impact in technological upgrading if it facilitates 
the imports of highly sophisticated machinery or inputs. However, this will depend on 
several factors unrelated to trade. For example, macroeconomic uncertainty, market 
structure of potential adopters, local absorptive capabilities, and overall performance of 
sectors to where potential adopters belong. In turn, Mercosur seems to be more specialized 
in the production of inputs rather than capital goods (within selected products), whose 
tariffs, in average, will be further reduced since they were not under special regimes at 
present time.  

Exports from Mercosur are concentrated in just a few niches and this limits the scope of 
the agreement to enlarge their markets. In addition, Mercosur exporters face competition 
from more competitive Asian producers in EU markets.  

Technical norms 

In the EU, safety of machinery is legislated at the product level, while in Brazil (and to the 
extent they have legislation, in the other Mercosur countries), it is regulated as part of 
workplace safety legislation. So there is no regulation at the product level, only at the 
point when it is installed and put into service. Much EU machinery legislation is subject to 
Self-Declaration of Conformity by the manufacturer (SDoC). If the MCS producer uses EU 
harmonized standards to build the product, there is a presumption of conformity with the 
technical regulations. However, sometimes certain tests need to be done in accredited 
labs. These can be sub-contracted to local labs if they have a contractual relationship with 
an EU notified body. However, this option is not available in all cases. Thus there is an 
additional cost associated with access to the EU market that does not necessarily apply to 
the Mercosur market in the same way.  

Environment, gender equality, and human rights impact 

We could not identify clear implications for gender and human rights impact associated to 
the implementation of the agreement in this sector. In terms of environment, the potential 
harmonization of technical norms, many of which related environmental standards, may 
imply the agreement to have a positive impact on the environment in the long term. 
However, this will strictly depend on whether norms are effectively harmonized for local 
production. The experience in Mercosur is that processes are really long. For example, 
Argentina and Brazil, despite Mercosur trade agreements, do not yet share commons 
standards.  

Impact on SMEs 

The assessment does not preview specific impact on SMEs, resulting from these provisions. 

Impact of Consumers 

Since the majority of “selected products” are within capital goods and inputs, the 
agreement may only indirectly affect consumers; it will depend on market structure 
downstream, subsidies and value chain integration. The direct effect of the Agreement on 
consumer goods is expected to be marginal for this sector. Within selected products those 
corresponding to consumer goods are just three product positions from the HS which have 
a marginal share on trade of selected products between EU and Mercosur: 0.21% of UE 
exports and 0.01% of Mercosur exports (average for the period).  
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Impact on LDCs and OMRs  

Export of machinery and equipment from LDCs to Europe are marginal and there is not 
available data for exports from the EU’s outermost regions. No effect on the agreement 
between EU-Mercosur could be anticipated here.  

Appendix 

Description of selected products 

Product 
Code Product description 

841311 Pumps fitted or designed to be fitted with a measuring device, for dispensing fuel or lubricants, of 
the type used in filling stations or in garages 

841319 Pumps for liquids, fitted or designed to be fitted with a measuring device (excl. pumps for dispensing 
fuel or lubricants, of the type used in filling stations or in garages) 

841320 Hand pumps for liquids (excl. those of subheading 8413.11 and 8413.19) 
841330 Fuel, lubricating or cooling medium pumps for internal combustion piston engine 
841340 Concrete pumps 
841350 Reciprocating positive displacement pumps for liquids, power-driven (excl. those of subheading 

8413.11 and 8413,19, fuel, lubricating or cooling medium pumps for internal combustion piston 
engine and concrete pumps) 

841360 Rotary positive displacement pumps for liquids, power-driven (excl. those of subheading 8413.11 
and 8413.19 and fuel, lubricating or cooling medium pumps for internal combustion piston engine) 

841370 Centrifugal pumps, power-driven (excl. those of subheading 8413.11 and 8413.19, fuel, lubricating 
or cooling medium pumps for internal combustion piston engine and concrete pumps) 

841381 Pumps for liquids, power-driven (excl. those of subheading 8413.11 and 8413.19, fuel, lubricating 
or cooling medium pumps for internal combustion piston engine, concrete pumps, general 
reciprocating or rotary positive displacement pumps and centrifugal pumps of all kinds) 

841382 Liquid elevators (excl. pumps) 
841391 Parts of pumps for liquids, n.e.s. 
841392 Parts of liquid elevators, n.e.s. 
841410 Vacuum pumps 
841420 Hand-operated or foot-operated air pumps 
841430 Compressors for refrigerating equipment 
841440 Air compressors mounted on a wheeled chassis for towing 
841451 Table, floor, wall, window, ceiling or roof fans, with a self-contained electric motor of an output <= 

125 W 
841459 Fans (excl. table, floor, wall, window, ceiling or roof fans, with a self-contained electric motor of an 

output <= 125 W) 
841460 Hoods incorporating a fan, whether or not fitted with filters, having a maximum horizontal side <= 

120 cm 
841480 Air pumps, air or other gas compressors and ventilating or recycling hoods incorporating a fan, 

whether or not fitted with filters, having a maximum horizontal side > 120 cm (excl. vacuum pumps, 
hand- or foot-operated air pumps, compressors for refrigerating equipment and air compressors 
mounted on a wheeled chassis for towing) 

841490 Parts of : air or vacuum pumps, air or other gas compressors, fans and ventilating or recycling hoods 
incorporating a fan, n.e.s. 

841510 Window or wall air conditioning machines, self-contained or "split-system" 
841520 Air conditioning machines of a kind used for persons, in motor vehicles 
841581 Air conditioning machines incorporating a refrigerating unit and a valve for reversal of the cooling-

heat cycle "reversible heat pumps" (excl. of a kind used for persons in motor vehicles and self-
contained or "split-system" window or wall air conditioning machines) 

841582 Air conditioning machines incorporating a refrigerating unit but without a valve for reversal of the 
cooling-heat cycle (excl. of a kind used for persons in motor vehicles, and self-contained or "split-
system" window or wall air conditioning machines) 

841583 Air conditioning machines comprising a motor-driven fan, not incorporating a refrigerating unit but 
incorporating elements for changing the temperature and humidity (excl. of a kind used for persons 
in motor vehicles, and self-contained or "split-system" window or wall air conditioning machines) 

841590 Parts of air conditioning machines, comprising a motor-driven fan and elements for changing the 
temperature and humidity, n.e.s. 

850110 Motors of an output <= 37,5 W 
850120 Universal AC-DC motors of an output > 37,5 W 
850131 DC motors of an output > 37,5 W but <= 750 W and DC generators of an output <= 750 W 
850132 DC motors and DC generators of an output > 750 W but <= 75 kW 
850133 DC motors and DC generators of an output > 75 kW but <= 375 kW 
850134 DC motors and DC generators of an output > 375 kW 
850140 AC motors, single-phase, of an output > 37,5 W 
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850151 AC motors, multi-phase, of an output > 37,5 W but <= 750 W 
850152 AC motors, multi-phase, of an output > 750 W but <= 75 kW 
850153 AC motors, multi-phase, of an output > 75 kW 
850161 AC generators "alternators", of an output <= 75 kVA 
850162 AC generators "alternators", of an output > 75 kVA but <= 375 kVA 
850163 AC generators "alternators", of an output > 375 kVA but <= 750 kVA 
850164 AC generators "alternators", of an output > 750 kVA 
850211 Generating sets with compression-ignition internal combustion piston engine "diesel or semi-diesel 

engine" of an output <= 75 kVA 
850212 Generating sets with compression-ignition internal combustion piston engine "diesel or semi-diesel 

engine" of an output > 75 kVA but <= 375 kVA 
850213 Generating sets with compression-ignition internal combustion piston engine "diesel or semi-diesel 

engine" of an output > 375 kVA 
850220 Generating sets with spark-ignition internal combustion piston engine 
850231 Generating sets, wind-powered 
850239 Generating sets (excl. wind-powered and powered by spark-ignition internal combustion piston 

engine) 
850240 Electric rotary converters 
850300 Parts suitable for use solely or principally with electric motors and generators, electric generating 

sets and rotary converters, n.e.s. 
8422 Dish washing machines; machinery for cleaning or drying bottles or other containers; machinery for 

filling, closing, sealing or labelling bottles, cans, boxes, bags or other containers; machinery for 
capsuling bottles, jars, tubes and similar containers; other packing or wrapping machinery (including 
heat-shrink wrapping machinery); machinery for aerating beverages. 

8438 Machinery, not specified or included elsewhere in this Chapter, for the industrial preparation or 
manufacture of food or drink, other than machinery for the extraction or preparation of animal or 
fixed vegetable fats or oils. 

8456 Machine-tools for working any material by removal of material, by laser or other light or photon 
beam, ultrasonic, electro- discharge, electro-chemical, electron beam, ionic-beam or plasma arc 
processes; water-jet cutting machines. 

8457 Machining centres, unit construction machines (single station) and multi-station transfer machines, 
for working metal. 

8458 Lathes (including turning centres) for removing metal. 
8459 Machine-tools (including way-type unit head machines) for drilling, boring, milling, threading or 

tapping by removing metal, other than lathes (including turning centres) of heading 84.58. 
8460 Machine-tools for deburring, sharpening, grinding, honing, lapping, polishing or otherwise finishing 

metal or cermets by means of grinding stones, abrasives or polishing products, other than gear 
cutting, gear grinding or gear finishing machines of heading 84.61. 

8461 Machine-tools for planing, shaping, slotting, broaching, gear cutting, gear grinding or gear finishing, 
sawing, cutting-off and other machine-tools working by removing metal or cermets, not elsewhere 
specified or included. 

8462 Machine-tools (including presses) for working metal by forging, hammering or die-stamping; 
machine-tools (including presses) for working metal by bending, folding, straightening, flattening, 
shearing, punching or notching; presses for working metal or metal carbides, not specified above. 

8463 Other machine-tools for working metal or cermets, without removing material. 
8464 Machine-tools for working stone, ceramics, concrete, asbestos- cement or like mineral materials or 

for cold working glass. 
8466 Parts and accessories suitable for use solely or principally with the machines of headings 84.56 to 

84.65, including work or tool holders, self-opening dieheads, dividing heads and other special 
attachments for machine-tools; tool holders for any type of tool for working in the hand. 

8481 Taps, cocks, valves and similar appliances for pipes, boiler shells, tanks, vats or the like, including 
pressure-reducing valves and thermostatically controlled valves. 

8482 Ball or roller bearings. 
8483 Transmission shafts (including cam shafts and crank shafts) and cranks; bearing housings and plain 

shaft bearings; gears and gearing; ball or roller screws; gear boxes and other speed changers, 
including torque converters; flywheels and pulleys, including pulley blocks; clutches and shaft 
couplings (including universal joints). 
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7.2.4. Motor Vehicle Sector 

Sector overview 

Relevance of the automotive industry  

The automotive industry has played a key role in the economic structure of the European 
region as well as in Argentina and Brazil. The share of the automotive industry in the 
manufacturing value added averaged, between 2010 and 2016, 4.9% in Argentina, 10.2% 
in Brazil, and 9.9% in EU-28. Similarly, the participation in the manufacturing employment 
was relatively high, as it reached an average of 6.6% in Argentina, 4.1% in Brazil, and 
7.3% in the EU. 

The recent evolution of the automotive industry in the two regions has contrasted in the 
last few years: whereas Europe recovered from the drop suffered during the global 
economic crisis, in 2009, the sector experienced a significant drop in Argentina and Brazil 
as a result of a contraction in the economic activity. This situation has unveiled some 
structural weaknesses of the automotive sector in these two countries.  

In regards to the auto parts segment, in 2016, in Brazil it registered revenues of BRL 
63.1bn (estimated) – equivalent to USD 18.1bn. This value was distributed as follows: 
carmakers operating in the domestic market 57.5% of the total; aftermarket 23.7%; 
exports 12.9%; and intra-industry, 5.9%79. The trade balance of the segment reported a 
deficit of USD 5.3bn. As a result of the contraction in domestic vehicle demand, the auto 
parts segment experienced a sharp drop in the last few years. In regards to employment, 
total jobs fell from 229,700 in 2011 to 162,200 persons, in 2016 –an accumulated drop of 
29.4%. Idle capacity levels reached 34.9% in 2016 – up from 26.1% in 2015. Investment 
levels in the sector totalled, in 2016, USD 451.8mn – down from USD 1,201.8mn in 2014 
and USD 572.5mn in 2015. According to SINDIPEÇAS and ABIPEÇAS, there are 590 auto 
part firms in Brazil (excluding units with less than 15 employees). Foreign capital is a key 
component in the industry as it represented 74.7% and 60.3% of sales and investment of 
the industry in 2016, respectively. 

In the case of Argentina, according to the Observatory of Employment and Business 
Dynamics (OEDE), the auto part sector registered 39,735 employees in 2016, down from 
47,263 in 2011 (a fall of 15.9%), and 1,217 firms in 2015 – down from 1,237 in 2014.  

The dimension of the auto parts sector in Europe is not only much bigger than that in 
Mercosur countries, but also showed an expanding trend. According to Eurostat, the EU 
auto part industry registered 10,200 firms in 2015. The major contributors were firms with 
less than 10 employees which reported a share of 56% of total firms. The remaining groups 
were firms with employees between 10 and 19 persons (9.2%), firms with employees 
between 20 and 49 persons (9.5%), firms with employees between 50 and 249 persons 
(15.1%) and firms with more than 250 employees (10.2%). The auto part industry 
employed 1,200,328 persons. This represents a growth of 11.6% compared to 2011, when 
the sector employed 1,060,900 people.  

                                    
79 See Sindipeças Abipeças: http://www.virapagina.com.br/sindipecas2017/index.html   

http://www.virapagina.com.br/sindipecas2017/index.html
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Automotive normative frame  

Despite the liberalising reforms adopted in the 1990s and the advance towards the creation 
of a customs union in the region, both Argentina and Brazil established a special scheme 
to regulate bilateral vehicle trade flows. The two countries maintained their autonomy to 
adopt domestic policies, but they agreed on some common rules.  

In 2000, they defined a schedule to establish a CET on motor vehicles, fixed at a level of 
35% – which is the maximum bound tariff for industrial products agreed on by the two 
countries at the World Trade Organization. In the case of auto parts, a schedule covering 
the period 2001-2006 was set by each country, establishing the tariff scale to be applied 
to different types of products. At the end of the period, tariffs in Argentina and Brazil 
converged to 14-18%. The auto parts that were not produced in Mercosur and were 
imported from non-member countries were charged with a tariff of 2%. The level of 35% 
is high in relation to high-income countries –including the EU-28–, but, as can be seen in 
the figures below, it is comparable to that applied by other developing countries. It is also 
interesting to notice, from the figures below, that the EU-28 has relatively high tariffs 
compared to other high-income countries.  

Table 72. Applied tariffs in the automotive industry (selected countries, %) 

Country/Region Harmonised System Code   
Motor 

Vehicles for 
Public 

Transport 

Motor Vehicles for 
Person 

Transportation 

Motor Vehicles for 
Goods 

Transportation 

Auto 
Parts 

Argentina 31.3 33.3 31.0 15.4 
Brazil 35.0 35.0 31.0 15.4 
EU-28 12.3 9.8 12.1 3.8 
 High-income countries 
Canada 6.1 5.9 4.8 3.4 
United States 2.0 2.5 19.9 1.3 
Japan 0.0 0.0 0.0 0.0 
South Korea 10.0 8.0 8.6 8.0 
 Middle-income countries 
Turkey 12.9 9.7 12.1 3.8 
Russia 9.4 1.7 11.1 2.0 
Mexico 25.1 31.3 18.4 1.0 
China 22.9 25.0 19.4 9.8 
India 19.4 60.0 14.5 10.0 
Indonesia 26.9 35.0 33.0 9.8 
Malaysia 20.0 21.8 19.9 17.8 
Thailand 40.0 70.1 35.0 25.0 

Source: WTO 

In the case of Mercosur, Argentina and Brazil have so far opted for regulating intra-regional 
trade flows. The intention has been that of favouring the integration of the industry in the 
two countries, whereas, at the same time, avoiding large imbalances that could jeopardize 
the survival of domestic producers. 
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The foundation of the current normative frame (ACE Nº14 – Protocolo 42) was established 
in 2001, and since then has been regularly renegotiated by the two countries.  The basic 
rule is the ‘export deviation coefficient’ (the so-called ‘flex’ index). The ‘flex’ index is a 
ratio between the value of exports and imports that cannot be exceeded by any of the 
signing countries. The value of the flex index changed over the years. Currently, it is set 
at a level of 1.50 (from July 2019 it will be raised to 1.70). The flex index is monitored at 
industry level. However, when global bilateral trade goes beyond the established limits the 
foreign trade balance sheets of individual companies are examined. Those firms exceeding 
the limits of the flex rule are charged with a tariff equivalent to 70-75% of the current 
tariff.  

In order to be able to be freely traded between Argentina and Brazil (within the limits of 
the flex), products have to comply with a regional rule of origin requirement that applies 
to vehicles, systems and sub-systems. The regional content rule is defined by the following 
formula that set a limit of 40% to extra-region content: 

1-value of the auto parts imported from non member countries CIFEx works value of the 
good before taxes≤60% 

The current scheme was agreed to be in force until 2020, when motor vehicle trade is 
expected to be fully liberalised within the region. It should be highlighted, however, that 
the establishment of free trade has been systematically postponed since 1998, which was 
supposed to be the first deadline for the establishment of a common automotive market. 

The regulatory environment and the business strategies adopted by largest carmakers 
favoured the configuration of ‘regional automotive spaces’ (Carrillo et al., 2004; Jullien 
and Lung, 2011; Sturgeon et al., 2009), in Mercosur and the EU, as reflected by the intra-
regional trade flows of major vehicle producers.  

Figure 70. Automotive Intra-Regional Trade Index in EU-28 

 

Source: EuroStat. Note: The intra-regional trade index is defined as the ratio of intra-regional automotive exports 
and imports over total automotive exports and imports. HS Codes: 8702, 8703, 8704, 8708. 
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Figure 71. Automotive Intra-Regional Trade Index in Mercosur 

 

Source: UN Comtrade. Note: The intra-regional trade index is defined as the ratio of intra-regional automotive 
exports and imports over total automotive exports and imports. HS Codes: 8702, 8703, 8704, 8708. 

Production and sales 

The EU-28 is, after China, the largest manufacturer of vehicles in the world. Motor vehicle 
production in the EU-28 expanded at a compound annual growth rate (CAGR) of 2.1% 
over the period 2010-2016 reaching an output of 19.2mn units and an annual growth of 
4.3% in 2016. Although it has been a dynamic performance, other major motor vehicle 
manufacturers outgrew EU-28 over the period 2010-2016. The most dynamic motor 
vehicle manufacturer was the United States with a CAGR of 7.9%, followed by China 
(7.5%) and Mexico (7.4%). On the other hand, other major producers such as Japan and 
South Korea reported average an annual fall of 0.7% and 0.2%, respectively.  

Figure 72. EU-28 - Motor Vehicle Production 

 

Source: ACEA 

In contrast with the performance of EU-28, the importance of Mercosur as a motor vehicle 
production centre declined substantially between 2013 and 2016 as output fell from 4.5mn 
units to 2.6mn. This was mainly due to an economic deceleration in the region, particularly 
in Brazil and Argentina. The former is the largest producer in Mercosur and the tenth 
largest car manufacturer in the world. Brazilian motor vehicle output fell at an annual 
average rate of 16.8% over 2013-2016 and, as a result, the country lost positions in the 
world ranking – in 2013 Brazil was the seventh world’s largest producer. Argentina showed 
a similar evolution as output registered an annual average fall of 15.4% over 2013-2016, 
albeit its position in the world ranking is less important, as it occupies the 26th position.  
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Figure 73. Argentina - Motor Vehicle Production 

 

Source: ADEFA  

Figure 74. Brazil - Motor Vehicle Production  

 

Source: ANFAVEA 

An important feature of the Argentinean and Brazilian motor vehicle industry is the 
relevance of vehicle manufacturers of European origin. In Argentina, there are 10 
manufacturing plants from which six are European: Volkswagen, Renault, Peugeot-
Citroen, FCA, Mercedes-Benz and Iveco. The first four companies represented 46.4% of 
total production in 2016. In Brazil, 13 European companies have manufacturing facilities 
in the country: FCA, Volkswagen, Renault, Peugeot-Citroen, MAN, Scania, Volvo, DAF, 
Audi, BMW, Iveco, Jaguar Land Rover, and Mercedes-Benz. The first eight companies had 
a combined share of 47.8% in 2016. 

Over the period 2010-2016, motor vehicle registrations in EU-28 grew at a CAGR of 2%. 
However, the growth rate accelerated in the last years reporting a CAGR of 7.7% over 
2013-2016. In line with this, new registrations grew 7.6% y/y reaching 17mn units sold 
in 2016. Moreover, EU-28 outgrew most of the largest motor vehicle markets in the world 
over 2013-2016 as India reported a CAGR of 4.2%, followed by the United States (4%), 
Canada (3.7%) and Japan (-2.6%). The only major vehicle market that overcame the 
growth rate of EU-28 was China with a CAGR of 8.4%.  
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Figure 75. Motor Vehicle Production by Type 

 
Source: ADEFA, ANFAVEA 

Figure 76. EU-28 - Motor Vehicle Registrations 

 

Source: ACEA 

The performance of motor vehicle sales in Mercosur showed the same negative 
performance as production, as a result of the contraction in purchasing power caused by 
economic recession. In 2013, the region had reached a record high in sales with 4.8mn 
registered. From then, the annual average fall over 2013-2016 stood at 16.2%. In 2016, 
new registrations reached 2.8mn. At international level, the Brazilian motor vehicle market 
lost positions among the largest markets in the world – down from 4th in 2014 to 8th in 
2016 – Brazilian new motor vehicle registrations fell at an annual average rate of 14.3% 
between 2012 and 2016. Similarly, Argentina’s motor vehicle market fell at an annual 
average rate of 9.5% over 2013-2016, however, in 2016 the local market showed the first 
signs of recovery with an annual increase of 9.5%. In this recovery, the contribution of 
Brazilian imports has been a critical issue as intra-regional trade is still the main import 
source. Moreover, the Brazilian market also shows the first signs of rebound over 2017 
which will become an import growth driver for Argentinean exports. 
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Figure 77. Argentina - Motor Vehicle Sales 

 

Source: ACARA 

 
Figure 78. Brazil - Motor Vehicle Sales 

 

Source: ANFAVEA 

European brands are important players in the domestic markets of Mercosur countries. In 
Argentina, they had a market share of 56.5% with six brands (Volkswagen, Renault, FCA, 
Peugeot, Citroën and Mercedes-Benz) among the top 10. In Brazil, the share of European 
brands scaled to 41.2% in 2016. The Uruguayan motor vehicle market also was dominated 
by European companies that accounted for 42.7% of domestic sales with FCA, Volkswagen, 
Renault and Peugeot among the top 10 sellers. Finally, the contribution of European 
carmakers in Paraguay is the lowest among Mercosur members with a share of 13.9% - 
Volkswagen was the only European brand among the top 10. 

External Trade  

In 2016, commercial exchange of EU with non-EU countries was an important support both 
for European carmakers – exports to non-EU countries reached a value of EUR 135.9bn in 
2016, and imports from non-EU countries registered a value of EUR 46.2bn. However, 
over the period 2010-2016, imports performed better than exports as import value grew 
at a CAGR of 20.7% while export value grew at a CAGR of 3.8%.  
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Figure 79. EU-28 External Trade in Motor Vehicles (excluding intra-regional 
trade), EUR mn 

 

Source: EuroStat. Note: HS Codes: 8702, 8703, 8704. Exports (FOB), Imports (CIF). 

In 2016, the main import source of EU-28 was Turkey with a share of 25.9%, followed by 
Japan (20%), United States (16.1%), South Korea (10.5%) and South Africa (7.8%). 
Concerning exports, the United States was the main export destination with a share of 
28.4%. The top 5 was completed by China (14.7%), Turkey (6.4%), Switzerland (6.1%) 
and Japan (5.4%). 

Automotive trade of Mercosur with non-Mercosur countries show a chronic deficit which, 
however, showed a declining trade from 2011. The import value of motor vehicles from 
non-Mercosur countries fell at an annual average rate of 18% over 2011-2016 (this last 
year, the fall reached 30.6%), reflecting the negative effects of economic deceleration in 
Argentina and Brazil on vehicle demand. On the other hand, exports registered a declining 
trend over 2010-2014 – an average annual fall of 6.6% –, followed by a positive 
performance in 2015 (26.5%) and 2016 (23.8%).  

Figure 80. Mercosur - External Trade in Motor Vehicles (excluding intra-regional 
trade), EUR mn 

 

Source: UN Comtrade. Note: HS Codes: 8702, 8703, 8704. Exports (FOB), Imports (CIF). Data retrieved in USD. 
Conversion rate: EUR/USD exchange rate, period-end. 

In 2016, the main export destination of Mercosur was Mexico with a share of 24.3%, 
followed by United States (15.3%), Chile (14.8%), Colombia (8.8%) and Peru (8.5%). 
The EU-28 was the second largest import sources, with a share of 24.5%, after Mexico 
with 37.2%. The top-5 was completed with South Korea (11.5%), Japan (10%) and United 
States (5.9%). 
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Commercial relationships of EU with non-EU countries in auto parts showed a sustained 
trade surplus, which averaged EUR 20.9bn over 2010-2016.  After a peak of EUR 24bn in 
2013, trade surplus initiated a declining trend, mostly in 2015 (-13.2% y/y), reaching a 
value of EUR 20bn in 2016. This was mainly due to an increasing growth in imports which 
reported a CAGR of 8.5% over 2010-2016, while exports grew at a CAGR of 5.6%.  

Figure 81. EU-28 External Trade in Auto Parts (excluding intra-regional trade), 
EUR mn 

 

Source: EuroStat. Note: HS Code: 8708. Exports (FOB), Imports (CIF). 

By contrast, Mercosur was a net importer of auto parts over the period 2010-2016. In 
Argentina, trade deficit in auto parts stabilized around EUR 5.7bn between 2012 and 2016. 
In a context of an overall contraction of the automotive industry, auto parts imports fell 
at an annual average rate of 3.6% over 2011-2016. However, this fall was not as sharp 
as in the case of vehicles –to some extent, because a portion of the imports corresponds 
to spare parts serving the after-sale market. In regards to exports, they fell at an annual 
average rate of 3.9% over 2010-2016. The relatively low competitiveness of the auto part 
industry limits the range of export destination markets which are focused on Brazil with 
the exception of certain sub-sectors that are competitive and oriented more towards world 
markets such as gear boxes. 

Figure 82. Argentina - External Trade in Auto Parts (including intra-regional 
trade),* EUR mn 

 

Source: AFAC. Note: Exports (FOB), Imports (CIF). Data retrieved in USD. Conversion rate: EUR/USD exchange 
rate, period-end. 
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Brazil was also a net importer of auto parts over 2010-2016 with a peak of EUR 7.4bn in 
2014. However, the contraction of the automotive industry resulted in a reduction of the 
deficit to EUR 5bn in 2016. This was mainly explained by a drop in imports in 2015 (-
15.4% y/y) and 2016 (-7.2% y/y). Exports also had a bad performance as they fell at an 
annual average rate of 6.8% between 2011 and 2016. 

Figure 83. Brazil - External Trade in Auto Parts,* EUR mn 

 

Source: SINDIPECAS. Note: Exports (FOB), Imports (CIF). Data retrieved in USD. Conversion rate: EUR/USD 
exchange rate, period-end. 

Bi-regional trade Mercosur-European Union 

The EU is a net exporter of motor vehicles to Mercosur, which reflects the notable 
differences in terms of competitiveness conditions between the two regions. In the last 
few years, the magnitude of the gap narrowed from EUR 1.9bn, in 2013, to EUR 702.3mn, 
in 2016, as imports shrunk in Argentina and Brazil. Exports from Mercosur to EU also 
registered a declining trend – down from EUR 607mn in 2010 to EUR 86mn in 2016. This 
was a result of the increasing importance of intra-regional exports over 2010-2013, and 
the difficulties of exporting to European markets since 2014 due to international 
competitiveness conditions.  

Figure 84. Bi-regional Trade of Mercosur and EU-28 in Motor Vehicles, EUR mn 

 

Source: EuroStat. Note: HS Codes: 8702, 8703, 8704. Exports (FOB), Imports (CIF). 

In terms of market participation, the relationship between the two regions is largely 
asymmetric and showed a declining trend between 2010 and 2016. On the one hand, 
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Mercosur had a marginal participation in EU-28 extra regional trade over the period 2010-
2016: the share of Mercosur in EU-28 exports fell from 1.7%, in 2010, to 0.6%, in 2016. 
Similarly, EU-28 imports from Mercosur represented only 0.2% of total imports – down 
from 2.3% in 2010. On the other hand, the EU-28 accounted for 2.8% of Mercosur extra-
regional motor vehicle exports, which represents a sharp fall compared to the 23.5% 
reached in 2010, and 24.5% extra-regional imports – down from 25% in 2010.  

The EU-28 is a large net exporter of auto parts to Argentina and Brazil. In 2016, Argentina 
exported auto parts to EU-28 for a value of EUR 218.3mn in 2016, representing 15.3% of 
total auto part exports – Brazil, Argentina’s largest trade partner accounted for 58.6%. On 
the other hand, auto part imports from the EU-28 reached a value of EUR 1.7bn in 2016 
with a share of 24.1% of total auto part imports – Brazil was the main import source with 
37.1%. As a result, the trade deficit with the EU-28 was of EUR 1.5bn with EU-28 in 2016. 

Brazil’s auto part exports to EU-28, including all European countries, reached a value of 
EUR 1.5bn in 2016. This represented 24.1% of total auto part exports, revealing the 
importance of the European market for Brazilian exports. The main export destinations 
were South America with 39.5% – Argentina is the main individual partner with 28.1% – 
and North America with 26.2%. Europe was the second largest import source of Brazil with 
a value of EUR 3.9bn and a share of 34.7% of total imports. South America represented 
only 8.2%; Argentina had a share of 6.2%.  

As observed in the case of motor vehicles, the relationship between the two regions is 
highly asymmetric. However, the importance of Mercosur in the EU trade basket is higher 
in the auto parts segment as is the importance of the European market as a destination 
for Mercosur exports. European auto part exports to Mercosur represented 5.6% of EU-28 
extra-regional exports, whereas imports from Mercosur had a share of 1.6% of EU-28 
extra-regional imports. However, it should be notice that both indicators registered a 
declining trend over the period 2010-2016, suggesting a progressive substitution of the 
South American for other trade partners. On the other hand, in 2016, Mercosur auto part 
exports to EU-28 represented 35.4% of Mercosur extra-regional exports, while imports 
from EU-28 had a share of 36.8% of Mercosur extra-regional imports. 

Assessing the impact of the Agreement  

Economic impact 

It is clear that an ambitious removal of tariffs and some degree of harmonisation or mutual 
recognition of standards will affect the current configuration of the automotive spaces in 
the two regions. Lower trade costs will raise stimuli for the expansion of bi-regional trade 
flows as well as for higher consumption levels. As Mercosur vehicle makers are protected 
with higher tariff levels, firms in this region will be more affected by the higher competition 
resulting from the agreement. The quantitative analysis is in line with this argument, as 
shown by the output, trade and employment figures.  
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Table 73. Changes in the Motor Vehicle Sector 

 EU-28 Brazil Argentina Uruguay Paraguay 
Output  
Conservative 
scenario 

0.5 -1.7 -2.8 -11.5 -2.7 

Ambitious scenario 0.6 -1.8 -3.2 -14.4 -3.3 
Exports (total ) 
Conservative 
scenario 

1.6 0.9 -1.6 -16.1 2.6 

Ambitious scenario 1.9 1.9 -1.5 -20.1 4.0 
Imports (total) 
Conservative 
scenario 

1.6 3.8 2.0 -0.9 -0.5 

Ambitious scenario 2.0 4.3 2.2 -0.9 -0.8 
Unskilled employment 
Conservative 
scenario 0.4 -2.0 -3.4 -11.9 -2.8 

Ambitious scenario 0.5 --2.2 -4.1 -15.0 -3.4 
Skilled employment 
Conservative 
scenario 0.5 -2.0 -3.3 -11.6 -2.7 

Ambitious scenario 0.5 --2.1 -3.9 --14.5 -3.2 
Source: CGE Modelling Results.  

In addition, the CGE modelling predicts that EU exports to Mercosur of vehicles and parts 
will increase by 95% in the conservative scenario and 114% in the ambitious scenario, 
while Mercosur exports of cars and parts to the EU will increase by 41% in the conservative 
scenario and 48% in the ambitious scenario. 

Furthermore, subsidiaries operating in Europe, disregarding whether they are of European 
origin or not, will no longer be at a disadvantage due to tariffs in relation to their fellow 
subsidiaries in Mercosur when their parent companies evaluate the allocation of production 
responsibilities of new models. However, on the other hand, the fact that vehicle 
assemblers in Mercosur will have access to cheaper components would put them in a better 
position to survive competition.  

The scope of the overall industry reshaping in Mercosur is, however, far from being clear. 
As discussed above, geography still matters in the automotive industry. For a number of 
economic, normative and technical reasons, carmakers have shown preference for 
organizing their activities around regional spaces rather than serving a large market, such 
as that of Mercosur, from a distant region. 

The impact of additional competition will likely be less strong in Argentina is currently in a 
better position to handle the situation, since it has progressively specialized in the segment 
of commercial vehicles, in particular pickup trucks, in which competition is less intense. 

Environmental impact 

Some of the issues that dominate the innovation agenda have been settled by the growing 
concerns about climate change, which pushed manufacturers to develop new technologies 
that contribute to reduce pollution levels and improve energy efficiency. With this purpose, 
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carmakers have, for instance, developed electric and hybrid cars, made efforts to downsize 
vehicle engines, developed supercharging technologies, and introduced aerodynamic 
improvements.  

Although neither the EU nor the Mercosur are currently major producers of electric 
vehicles, the EU has already adopted policies to advance in this direction. The EU has 
recently adopted ambitious targets for CO2 emissions for passengers’ cars. By 2030, EU 
fleet-wide emissions for new cars will have to be reduced by 37.5%. Some countries 
already announced its intention to ban petrol and diesel vehicles within the next two 
decades (for instance, France and the United Kingdom in 2040, the Netherlands and 
Germany in 2030) and put in place policies and incentives to increase the share of e-
vehicles in their vehicle fleet. 

In contrast with the current trend in high-income countries, as well as in some developing 
countries which also enacted policies oriented to foster the domestic production of vehicles 
with cleaner technologies, such as Thailand and Indonesia, Argentina and Brazil are 
lagging behind with regards to these new developments. It has been only recently that 
both countries have adopted some measures to promote the use of environmentally-
friendly vehicles.  

The Brazilian government enacted some policies to incentivise the use of environmentally-
friendly vehicles. In September 2014, the Ministry of Development, Industry and External 
Trade lowered the import tariffs of hybrid vehicles from 35% to a range of 0% to 5%. The 
reach of the import tariff depends on the national content and the efficiency of the vehicle. 
In October 2015, the import tariffs of electric vehicles were reduced from 35% to between 
0% and 7%, depending on the fuel efficiency of the unit.  

In May 2017, the Argentinean government reduced the import tariffs over an annual quota 
of 6,000 motor vehicles powered by alternative energy sources. The new tariff ranges 
between 0% and 5% – down from 35%, depending on the category of the vehicles: CKD 
and CBU hybrid vehicles, CKD and CBU fully electric vehicles, and CKD and CBU electric 
vehicles powered by hydrogen cells. It is important to note that the lower import tariff will 
be applicable only to companies with manufacturing presence in Argentina and to motor 
vehicles that are approved by the National Institute of Industrial Technology (INTI).  

It could be expected that the agreement will promote the adoption of cleaner mobility 
options in the Mercosur region with a positive impact on environment. However, the extent 
of the impact will depend on how far this sector develops in the two regions. 

Impact on gender equality, social issues and human rights 

We could not identify clear implications for gender and human rights impact associated to 
the implementation of the agreement in this sector.  

Impact on SMEs  

The presence of SMEs is exclusively concentrated in the auto parts segment. The current 
configuration of the EU-Mercosur bilateral trade leads us to conclude that it is highly likely 
that the agreement will have a higher effect on firms in Argentina and Brazil as a result of 
competition with firms localised in Europe. However, the magnitude of the effect is likely 
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to be lower than in the case of car manufacturers, as the auto parts industry already has 
lower tariffs (14-18%).  

Nonetheless, it is important to note that the auto parts industry is very heterogeneous 
(both at Mercosur level and within member countries). Therefore, it is likely that a 
contraction will be experienced in less competitive sectors whereas, on the other hand, 
globally competitive players will manage to benefit from the agreement and gain new 
markets overseas. As a result, the auto parts sector in Mercosur with its many SMEs would 
have a higher level of specialisation and be more integrated to non-Mercosur areas.  

Impact on consumers 

As indicated by the economic modelling analysis, consumers will benefit from the higher 
levels of competition favoured by the agreement. In this case, the impact will be more 
significant in the case of Mercosur member countries, where the current tariff levels are 
higher than in the EU-28, CGE results predict positive effects on consumption in the sector 
across all parties, but particularly in Mercosur. 

Table 74. Changes in private consumption 

Conservative scenario 0.1 0.6 1.7 0.9 0.4 
Ambitious scenario 0.2 0.8 2.2 1.5 0.5 

Source: CGE Modelling Results.  

Impact on LDCs and OMRs 

No effect from the agreement between EU-Mercosur could be anticipated here. The 
Mercosur region has neither exported nor imported automotive goods to/from LDCs and 
outermost regions. 

7.3. Sectoral analysis: Services 

Sector overview  

We now turn to a description of trade in services between the EU and Mercosur. Figure 85 
shows the evolution of exports and imports over the period 2004 to 2015, the last year 
for which data are currently available. Both EU services exports and imports to and from 
Mercosur have seen a much stronger increase than trade in goods and currently stand at 
€21.5 billion (EU exports) and €11.7 billion (EU imports). The EU thus runs a substantial 
trade surplus in trade in services with Mercosur. 
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Figure 85. EU service exports and imports to/from Mercosur 

 

Notes: Figure shows EU service exports and imports to/from Mercosur (in € millions, current prices). Source: 
Eurostat. 

Figure 86, shows that EU service exports to Mercosur accounted for approximately 2.5% 
of overall extra-EU28 service exports, a share that is similar to EU goods trade with 
Mercosur countries. Interestingly, Mercosur is substantially more important as an export 
destination than the reference countries India, Mexico and South Africa. The picture is 
slightly different on the import side where Mercosur is a less important source, accounting 
for 1.7% of EU imports, compared to 2% for India. Similar to goods trade, the EU is a 
much more important trading partner for Mercosur than vice-versa. In 2015, it accounted 
for 25.3% of Mercosur service exports and 24.6% of service imports.80 

Figure 86. EU service exports to selected countries 

 

                                    
80 The Mercosur countries currently do not report a geographical breakdown of the trade in services component 
of their balances of payments. Thus, it is not possible to provide a comparison of the relative importance of 
different markets such as the US and China. The EU’s share was calculated by combining total Mercosur 
exports and imports of services (from the UN Service Trade Database) with exports and imports to/from 
Mercosur as reported by Eurostat. 
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Notes: Figure shows EU service exports to Mercosur, Mexico, South Africa and India (% of total 
extra-EU28 exports). Source: Eurostat. 

Figure 87. EU service imports from selected countries 

 

Notes: Figure shows EU service imports from Mercosur, Mexico, South Africa and India (% of total 
extra-EU28 imports). Source: Eurostat. 

Figure 88. Importance of the EU as trading partner for Mercosur (services) 

  

Notes: Figure shows Mercosur service exports and imports to/from the EU (% of total Mercosur 
exports and imports). Sources: UN Service Trade Database and Eurostat 

7.3.1.  Business and Professional Services 

Overview   

Table 75 and Table 76 provide a breakdown of EU-Mercosur service exports and imports 
by service type. For comparison, we also show the importance of individual service types 
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for EU services exports and imports in general. Transport and other business services 
account for a quarter of EU service exports to Mercosur each, followed by travel services, 
which stand at a share of 20%. We note that the shares for transport and travel services 
are substantially higher than for overall EU exports. On the import side, other business 
services account for 37% of EU imports from Mercosur, followed by transport (25%) and 
travel services (21%). 

Table 75. Composition of EU exports to Mercosur by service type 

Service Type Share in EU28 
Exports to Mercosur 

Share in EU28 Exports to 
Extra-EU28 destinations 

Transport 24.5% 18.3% 
Other business services 24.0% 26.8% 
Travel 20.2% 14.0% 
Telecommunications, computer, 
and information services 

12.1% 12.4% 

Charges for the use of intellectual 
property n.i.e. 

7.3% 6.5% 

Financial services 3.5% 10.5% 
Insurance and pension services 1.6% 3.8% 
Maintenance and repair services 
n.i.e. 

1.6% 1.3% 

Construction 1.6% 1.7% 
Manufacturing services on 
physical inputs owned by others 

1.0% 2.6% 

Personal, cultural, and 
recreational services 

1.0% 1.0% 

Government goods and services 
n.i.e. 

0.8% 1.0% 

Services not allocated 0.7% 0.1% 

Source: Eurostat. Notes: Table shows shares of different service types in EU exports to Mercosur 
and to all extra-EU28 destinations, respectively.  

Table 76. Composition of EU imports from Mercosur by service type 

Service Type Share in EU28 
Imports from 
Mercosur 

Share in EU28 Imports from 
Extra-EU28 destinations 

Other business services 36.9% 28.9% 
Transport 24.6% 20.0% 
Travel 21.0% 15.7% 
Telecommunications, computer, 
and information services 5.9% 8.9% 
Financial services 2.9% 6.4% 
Insurance and pension services 2.0% 2.1% 
Charges for the use of 
intellectual property n.i.e. 1.5% 11.6% 
Maintenance and repair services 
n.i.e. 1.5% 1.4% 
Government goods and services 
n.i.e. 1.1% 1.0% 
Construction 1.0% 0.9% 
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Manufacturing services on 
physical inputs owned by others 0.8% 1.3% 
Personal, cultural, and 
recreational services 0.7% 1.8% 
Services not allocated 0.0% 0.0% 

Source: Eurostat. Notes: Table shows shares of different service types in EU imports from Mercosur 
and from all extra-EU28 destinations, respectively.  

General overview of existing trade barriers for business services 

Information on barriers to service trade is still scarce for non-OECD countries. In Table 
77, we present information on trade and investment (commercial presence) barriers for 
other business services, transport services and telecommunications services from the 
World Bank’s Service Trade Restrictiveness Index (STRI). This is the only source currently 
available which also covers the Mercosur countries, albeit only for a subset of the services 
types shown.81 The STRI measures barriers in services trade on a scale from 0 to 100, 
with 0 corresponding to no barriers and 100 to a sector which is completely closed to 
foreign trade. 

Providers of (other) business services (here: accounting, auditing and legal services) face 
on average the highest restrictions in both the EU and the Mercosur countries, although 
there is some variation. For example, Uruguay and Paraguay are relatively open compared 
to Argentina, Brazil or the EU. EU restrictions on transport services (an average of air, 
ship, road and rail) are also relatively high, whereas Mercosur providers of 
telecommunications services face few barriers only. Argentina has a similar barrier profile 
to the EU, but there are substantial differences with the remaining Mercosur countries 
which tend to be more protectionist.  

Table 77. Service Trade Barriers for Selected Service Types 

Country/Mode Other 
business 
services 

Transport Telecommunications, 
computer, and 
information services 

Overall - EU20 54 37 0 
   Mode 1 42 13 N/A 
   Mode 3 50 46 0 
   Mode 4 60 N/A N/A 
Overall - Argentina 49 22 0 
   Mode 1 0 25 N/A 
   Mode 3 50 22 0 
   Mode 4 60 N/A N/A 
Overall - Brazil 58 10 0 
   Mode 1 100 25 N/A 
   Mode 3 50 13 0 
   Mode 4 50 N/A N/A 

                                    
81 The World Bank’s STRI also contains information on the average barriers imposed by twenty EU countries on 
non-EU service providers (entry “EU-20”). The STRI also provides a breakdown by GATS mode although it does 
not cover Mode 2. 
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Country/Mode Other 
business 
services 

Transport Telecommunications, 
computer, and 
information services 

Overall - Uruguay 11 41 63 
   Mode 1 0 13 N/A 
   Mode 3 0 47 63 
   Mode 4 25 N/A N/A 
Overall - Paraguay 25 5 38 
   Mode 1 100 25 N/A 
   Mode 3 5 0 38 
   Mode 4 25 N/A N/A 

Notes: Table shows trade barriers to service trade as measured by the World Bank’s Service Trade Restrictiveness 
Index (0: no barriers, 100: sector closed to trade, N/A: no data available) Source: World Bank STRI. 

Domestic production of business services in Mercosur countries 

For all Mercosur counties, the importance of services trade has been rising constantly over 
the past three decades. Even though services trade is still less pronounced than in most 
EU countries, Argentina and Brazil already show relatively high levels of services 
production in their economies. At the same time, lower production shares are registered 
for services in Paraguay and Uruguay.  

For Argentina, recent OECD data indicate that services production accounts for 61% of 
national GDP, of which 23% comes from other services including business services (Table 
78). Brazil’s economy shows an even larger share of services in total GDP (Table 79)), 
whereby professional and business services account for about 7% of Brazil’s annual GDP. 
In Paraguay, services account for 50% of national GPD (agriculture: 20%, manufacturing: 
30%). In Uruguay, services account for 64% of national GDP (agriculture: 7%, 
manufacturing: 29%).82 

Table 78. National composition of GDP, Argentina 

Argentina 2016 
Production of Services in per cent of GDP 
Total Services 60.6% 
Construction Services 4.0% 
Wholesale and retail services 20.0% 
Other services 22.8% 

Source: OECD. 

Table 79. National composition of GDP, Brazil 

Brazil 2014 
Production of Services in per cent of GDP 

                                    
82 According to 2016 World Bank Data. Note that national services production data are not available at 
disaggregated level for Paraguay and Uruguay. 
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Total Services 69.1% 
Construction Services 5.5% 
Distributive trade, repair, transport, accommodation and food 

 
18.5% 

Information and communication services 3.0% 
Real estate services 8.3% 
Professional, technical, administrative and scientific services 7.2% 
Public administration services 18.1% 
Other services 2.7% 

Source: OECD. 

Shares of Extra-EU business services trade with individual Mercosur countries  

As shown by Figure 94 and Figure 95, individual Mercosur countries’ share in total EU 
services trade (exports and imports) is relatively low. For the EU, the most important 
individual Mercosur country is Brazil, accounting for 1.9% of total EU services exports and 
1.3% of total EU services imports. These numbers are generally mirrored by trade volumes 
for business and financial services. Brazil is the most important Mercosur destination for 
EU business services exports, accounting for 2% of total EU business services exports, 
respectively. The second most important trading partner in the Mercosur region is 
Argentina. For EU imports of business services, a similar pattern applies. 

Figure 89. Share in total Extra-EU28, business services, 2015  

 

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay. 

Figure 90. Share in total Extra-EU28 imports by sector, 2015  

 

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay. 

Growth of Extra-EU trade in business services with individual Mercosur countries 

Even though individual Mercosur countries’ overall shares in Extra-EU trade are still 
relatively low compared to the EU’s major trading partners, EU services suppliers could 
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substantially benefit from greater levels of market access due to Mercosur countries 
economic catch-up process and rising trade volumes over time. Between 2010 and 2015, 
total services trade with individual Mercosur countries already increased at an average 
annual rate of 8% (for both EU exports to and EU imports from Mercosur countries), with 
business services showing the highest annual EU export growth rates for all Mercosur 
countries for which data are available.83 

Figure 91. Average annual growth rate of EU services exports, 2010 - 2015  

 

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay. 
Note that Eurostat database does not provide international services trade data for EU trade with Paraguay. 
Overall, total services trade between the EU and Paraguay remains relatively modest. Total exports of services 
from the EU to Paraguay have remained at approximately 0.2 billion Euros from 2012 to 2015. Overall, EU total 
services imports from Paraguay have stayed at 0.1 billion Euros from 2012 to 2015. 

Figure 92. Average annual growth rate of EU services imports, 2010 - 2015  

 

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay.

                                    
83 Note that Eurostat database does not provide international services trade data for EU trade with Paraguay. 
Overall, total services trade between the EU and Paraguay remains relatively modest. Total exports of services 
from the EU to Paraguay have remained at approximately 0.2 billion Euros from 2012 to 2015. Overall, EU 
total services imports from Paraguay have stayed at 0.1 billion Euros from 2012 to 2015. 

8% 6%
1%

11%11%

19%
14%

25%
Total EU Exports to Argentina to Brazil to Uruguay

Total Services Business services

8%

0%

8%
15%12%

3%

26%

35%
Total EU Imports from Argentina from Brazil from Uruguay

Total Services Business services



SIA in support of association agreement  
negotiations between the European Union and Mercosur 

199 

 

Table 80. Business and professional services trade between the EU and individual Mercosur countries: EU exports 

2015, in million EUR Total EU services exports EU services exports to Mercosur  
Sector/sub-sector EU Argentina Brazil Uruguay 

Total EU 
imports 

In % of  
total 
services 
imports 

Total EU 
exports 

In % of  
total 
services 
exports 

Trade 
Balance 

Total 
exports 

In % of  
total EU 
services 
exports 

Total 
exports 

In % of  
total EU 
services 
exports 

Total 
exports 

In % of  
total EU 
services 
exports 

Total Services 685,656.5 100% 831,528.5 100% 145,872.0 4,755.2 0.6% 15,610.0 1.9% 922.2 0.1% 

Business services 207,350.3 30% 235,003.6 28% 27,653.3 1,067.7 0.1% 4,698.4 0.6% 171.7 0.0% 
Research and development 
services 

49,801.0 7% 35,791.1 4% -14,009.9 33.5 0.0% 142.0 0.0% 2.6 0.0% 

Work undertaken on a 
systematic basis to increase 
the stock of knowledge 

47,357.0 7% 32,140.1 4% -15,216.9 23.4 0.0% 108.4 0.0% 2.6 0.0% 

Provision of customized and 
non-customized research and 
development services 

36,289.7 5% 31,103.1 4% -5,186.6 16.4 0.0% 102.2 0.0% 2.6 0.0% 

Sale of proprietary rights 
arising from research and 
development 

11,066.3 2% 1,037.0 0% -10,029.3 7.0 0.0% 5.1 0.0% 0.0 0.0% 

Research and development 
services other than work 
undertaken on a systematic 
basis to increase the stock of 
knowledge 

2,444.2 0% 3,651.1 0% 1,206.9 8.1 0.0% 31.4 0.0% 0.0 0.0% 

Professional and management 
consulting services 

57,047.4 8% 63,847.8 8% 6,800.4 179.9 0.0% 849.4 0.1% 34.7 0.0% 

Legal, accounting, 
management consulting, and 
public relations services 

37,922.3 6% 48,124.5 6% 10,202.2 148.0 0.0% 789.6 0.1% 28.6 0.0% 

Legal services 3,601.1 1% 7,137.5 1% 3,536.4 3.3 0.0% 121.3 0.0% 1.4 0.0% 
Accounting, auditing, 
bookkeeping, and tax 
consulting services 

3,461.9 1% 5,479.3 1% 2,017.4 11.9 0.0% 20.8 0.0% 3.6 0.0% 
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2015, in million EUR Total EU services exports EU services exports to Mercosur  
Sector/sub-sector EU Argentina Brazil Uruguay 

Total EU 
imports 

In % of  
total 
services 
imports 

Total EU 
exports 

In % of  
total 
services 
exports 

Trade 
Balance 

Total 
exports 

In % of  
total EU 
services 
exports 

Total 
exports 

In % of  
total EU 
services 
exports 

Total 
exports 

In % of  
total EU 
services 
exports 

Business and management 
consulting and public relations 
services 

30,855.2 5% 35,508.0 4% 4,652.8 132.8 0.0% 647.7 0.1% 22.6 0.0% 

Advertising, market research, 
and public opinion polling 
services 

19,126.0 3% 15,722.1 2% -3,403.9 30.7 0.0% 58.6 0.0% 6.1 0.0% 

Advertising, market research, 
and public opinion polling 
services; Of which: 
Convention, trade-fair and 
exhibition organization 
services 

                      

Technical, trade-related, and 
other business services 

100,502.7 15% 135,366.8 16% 34,864.1 853.3 0.1% 3,706.9 0.4% 132.4 0.0% 

Architectural, engineering, 
scientific, and other technical 
services 

16,075.1 2% 39,378.1 5% 23,303.0 164.0 0.0% 776.8 0.1% 48.5 0.0% 

Architectural services 147.4 0% 981.3 0% 833.9 5.1 0.0% 1.9 0.0% 0.0 0.0% 
Engineering services 6,944.9 1% 25,675.2 3% 18,730.3 85.2 0.0% 617.1 0.1% 41.8 0.0% 
Scientific and other technical 
services 

8,980.6 1% 12,719.5 2% 3,738.9 72.7 0.0% 157.0 0.0% 6.7 0.0% 

Waste treatment and de-
pollution, agricultural and 
mining services 

4,184.8 1% 9,699.5 1% 5,514.7 142.2 0.0% 649.1 0.1% 9.0 0.0% 

Waste treatment and de-
pollution 

127.8 0% 203.8 0% 76.0 0.1 0.0% 0.5 0.0% 0.0 0.0% 

Operating leasing services 9,100.2 1% 14,848.4 2% 5,748.2 209.7 0.0% 1,081.7 0.1% 47.2 0.0% 
Trade-related services 22,233.9 3% 10,657.7 1% -11,576.2 28.0 0.0% 108.5 0.0% 7.4 0.0% 
Other business services 
n.i.e. 

48,906.6 7% 60,783.8 7% 11,877.2 310.6 0.0% 1,090.5 0.1% 19.3 0.0% 
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Source: Eurostat. Note that Eurostat database does not provide international services trade data for EU trade with Paraguay. Overall, total services trade between the EU 
and Paraguay remains relatively modest. Total exports of services from the EU to Paraguay have remained at approximately 0.2 billion Euros from 2012 to 2015. Overall, 
EU total services imports from Paraguay have stayed at 0.1 billion Euros from 2012 to 2015. 

Table 81. Business and professional services trade between the EU and individual Mercosur countries: EU imports 

2015, in million EUR Total EU services exports EU services imports from Mercosur  
Sector/sub-sector EU Argentina Brazil Uruguay 

Total EU 
imports 

In % of  
total 
services 
imports 

Total EU 
exports 

In % of  
total 
services 
exports 

Trade 
Balance 

Total 
imports 

In % of  
total EU 
services 
imports 

Total 
imports 

In % of  
total EU 
services 
imports 

Total 
imports 

In % of  
total EU 
services 
imports 

Total Services 685,656.5 100% 831,528.5 100% 145,872.0 2,314.8 0.3% 8,727.3 1.0% 488.4 0.1% 
Business services 207,350.3 30% 235,003.6 28% 27,653.3 760.0 0.1% 4,113.4 0.5% 225.1 0.0% 
Research and development 
services 

49,801.0 7% 35,791.1 4% -14,009.9 92.4 0.0% 286.2 0.0% 36.3 0.0% 

Work undertaken on a 
systematic basis to increase 
the stock of knowledge 

47,357.0 7% 32,140.1 4% -15,216.9 86.0 0.0% 278.9 0.0% 36.3 0.0% 

Provision of customized and 
non-customized research and 
development services 

36,289.7 5% 31,103.1 4% -5,186.6 85.8 0.0% 276.3 0.0% 36.3 0.0% 

Sale of proprietary rights 
arising from research and 
development 

11,066.3 2% 1,037.0 0% -10,029.3 0.2 0.0% 2.6 0.0% 0.0 0.0% 

Research and development 
services other than work 
undertaken on a systematic 
basis to increase the stock of 
knowledge 

2,444.2 0% 3,651.1 0% 1,206.9 6.4 0.0% 6.2 0.0% 0.0 0.0% 

Professional and management 
consulting services 

57,047.4 8% 63,847.8 8% 6,800.4 397.8 0.0% 873.1 0.1% 47.8 0.0% 

Legal, accounting, 
management consulting, and 
public relations services 

37,922.3 6% 48,124.5 6% 10,202.2 296.6 0.0% 613.9 0.1% 30.6 0.0% 

Legal services 3,601.1 1% 7,137.5 1% 3,536.4 11.1 0.0% 145.6 0.0% 3.3 0.0% 
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2015, in million EUR Total EU services exports EU services imports from Mercosur  
Sector/sub-sector EU Argentina Brazil Uruguay 

Total EU 
imports 

In % of  
total 
services 
imports 

Total EU 
exports 

In % of  
total 
services 
exports 

Trade 
Balance 

Total 
imports 

In % of  
total EU 
services 
imports 

Total 
imports 

In % of  
total EU 
services 
imports 

Total 
imports 

In % of  
total EU 
services 
imports 

Accounting, auditing, 
bookkeeping, and tax 
consulting services 

3,461.9 1% 5,479.3 1% 2,017.4 58.6 0.0% 34.4 0.0% 1.3 0.0% 

Business and management 
consulting and public relations 
services 

30,855.2 5% 35,508.0 4% 4,652.8 227.0 0.0% 432.8 0.1% 25.0 0.0% 

Advertising, market research, 
and public opinion polling 
services 

19,126.0 3% 15,722.1 2% -3,403.9 100.0 0.0% 256.0 0.0% 17.1 0.0% 

Advertising, market research, 
and public opinion polling 
services; Of which: 
Convention, trade-fair and 
exhibition organisation services 

                      

Technical, trade-related, and 
other business services 

100,502.7 15% 135,366.8 16% 34,864.1 273.9 0.0% 2,956.0 0.4% 142.1 0.0% 

Architectural, engineering, 
scientific, and other technical 
services 

16,075.1 2% 39,378.1 5% 23,303.0 44.1 0.0% 156.0 0.0% 78.5 0.0% 

Architectural services 147.4 0% 981.3 0% 833.9 2.0 0.0% 0.0 0.0% 0.0 0.0% 
Engineering services 6,944.9 1% 25,675.2 3% 18,730.3 23.9 0.0% 83.9 0.0% 2.1 0.0% 
  Scientific and other technical 
services 

8,980.6 1% 12,719.5 2% 3,738.9 17.0 0.0% 70.9 0.0% 76.4 0.0% 

  Waste treatment and de-
pollution, agricultural and 
mining services 

4,184.8 1% 9,699.5 1% 5,514.7 3.2 0.0% 343.8 0.0% 0.0 0.0% 

  Operating leasing services 9,100.2 1% 14,848.4 2% 5,748.2 3.1 0.0% 1,320.1 0.2% 9.3 0.0% 
  Trade-related services 22,233.9 3% 10,657.7 1% -11,576.2 77.1 0.0% 281.6 0.0% 21.3 0.0% 
Other business services 
n.i.e. 

48,906.6 7% 60,783.8 7% 11,877.2 142.0 0.0% 851.1 0.1% 29.8 0.0% 

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay. 
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In the following, we provide a more detailed analyses of relevant CGE modelling results and 
existing policy barriers for business services trade between the EU and individual Mercosur 
countries. Our analyses of policy barriers are based on services trade restrictiveness data 
provided by the World Bank, the OECD (for Brazil) and existing schedules for country-specific 
commitments under the WTO GATS agreement. For both business and financial services, we 
account for existing GATS commitments that are provided by schedules for all modes of services 
trade, i.e.: 

Cross-border supply (Mode 1): the possibility for non-resident service suppliers to supply 
services cross-border into the Member's territory. 

Consumption abroad (Mode 2): the freedom for the Member's residents to purchase services in 
the territory of another Member. 

Commercial presence (Mode 3): the opportunities for foreign service suppliers to establish, 
operate or expand a commercial presence in the Member's territory, such as a branch, agency, 
or wholly-owned subsidiary. 

Presence of natural persons (Mode 4): the possibilities offered for the entry and temporary stay 
in the Member's territory of foreign individuals in order to supply a service. 

Assessment of the impact 

The business and professional services sector comprises a wide range of sub-services, including 
computer-related services, research and development, advertising, architectural services, 
engineering services (see below), legal services, accounting and business management services. 
All of these services sectors are highly important structural economic change, economic 
development, building infrastructure and the gradual establishment of a business-friendly 
environment.  

Business services can often play an enabling and facilitating role for economic activity and trade. 
Like other services sectors such as financial services, business services provide direct inputs that 
are crucial for manufacturing when it comes to productivity growth and competitiveness in 
exporting manufactured commodities. This importance of services trade is even higher if the 
trends of growing servicification of manufacturing as well as the increasing digitalization of 
services are taken into consideration. 

Enabling market access for services is also an important factor for promoting the transfer of 
knowledge.84 Many business services are closely linked to activities related to R&D, which in turn 
play an important role for productivity and the overall competitiveness of exports. The business 
services sector is an important sector of the Mercosur market, which is expected to make 
significant gains from a trade agreement with the EU. There is no common services policy in 
Mercosur, and levels of protection currently differ markedly between its individual Mercosur 
countries. Accordingly, there are a number of barriers which hinder the provision of business 
and professional services, which can be classified as follows: the enforcement of national 
technical standards; the requirement of licenses from professional bodies to practice in a given 

                                    
84 OECD, 2004. Service Trade Liberalization: Identifying Opportunities & Gains. OECD Trade Policy Working Paper No. 
1, 61.  
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professional field; difficulties arising from specific legal, administrative and bureaucratic issues; 
a lack of transparency in regulation and its implementation.  

Economic analysis 

The 2009, EU-Mercosur SIA anticipates that liberalisation of professional and business services 
trade with the EU would overall have positive impacts for both Mercosur countries and the EU. 
From the perspective of Mercosur countries, liberalisation of Mode 1 (i.e. cross-border supply) 
would allow providers of business and professional services easier access the EU market. This 
would result in a greater presence of EU services providers in the Mercosur market and greater 
competition for local providers, forcing existing providers to adapt and restructure to compete 
with the EU companies. Accordingly, in the longer term, Mercosur economies would benefit from 
efficiency gains and greater levels of competitiveness, which is expected to stimulate general 
economic activity in the Mercosur region and with it growth of Mercosur exports of services.  

These mechanisms are largely reflected by the results of the CGE modelling performed by the 
European Commission for this TSIA (Table 82 and Table 83). The modelling was conducted on 
the basis of a conservative and an ambitious scenario. According to the modelling results, EU 
output of communication and business services85 would largely remain unchanged (estimates 
changes below the perception threshold under both scenarios). Output of communication and 
business services would slightly increase for individual Mercosur countries under both scenarios, 
with highest (but still low) percentage changes in Argentina (up to 0.9%) and Brazil (up to 
0.6%). Under the conservative scenario, EU exports of communication and business services 
would slightly decrease, while EU imports of communication and business services would slightly 
rise. The modelling results are more pronounced (though still low) for the ambitious scenario 
with EU exports of communication and business services falling by up to 0.86%. Brazilian exports 
of communication and business services are estimated to rise by about 9% under the ambitious 
scenarios, while Argentinian exports of communication and business services are estimated to 
rise by up to 4.7%. Both Paraguay and Uruguay show relatively low changes in export and import 
volumes. The long-term impact of business services liberalisation on the development of skilled 
labour is relatively low, but largely positive. The decline of skilled labour in Argentina (-0.14% 
under the ambitious scenario) is below the perception threshold.  

Table 82. CGE-model results in the communication and business services sector in the 
conservative scenario (all numbers are in % changes relative to baseline) 

Sectors EU_28 BRA ARG URY PRY 

Output -0.01 0.53 0.83 0.63 0.06 

Private  0.06 0.06 0.27 -0.22 -0.06 
Exports -0.63 3.58 0.96 1.82 1.26 
Import 0.30 -1.42 -0.30 -0.41 -0.62 
Unskilled  -0.09 -0.26 -0.29 -0.01 -0.05 
Skilled  -0.07 0.17 -0.14 0.39 0.13 

Source: CGE Modelling Results.  

                                    
85 In the CGE modelling business services and communication services are given as a singly services sector category. 
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Table 83. CGE-model results in the communication and business services sector in the 
ambitious scenario (all numbers are in % changes relative to baseline) 

Sectors EU_28 BRA ARG URY PRY 

Output -0.05 0.71 0.94 0.78 0.04 

Private  0.10 0.09 0.46 -0.28 -0.10 
Exports -0.86 9.23 4.69 3.29 2.59 
Import 0.48 -2.77 -0.91 -0.09 -0.49 
Unskilled -0.07 0.17 -0.14 0.39 0.13 
Skilled  -0.13 -0.26 -0.42 -0.18 -0.09 

Source: CGE Modelling Results. 

Assessment of barriers and existing levels of market access 

Providers of business and professional services face on average the highest restrictions in both 
the EU and Mercosur countries. At the same time, there is great divergence between the 
individual members of Mercosur. For example, the overall EU score of 54 is comparable with the 
profiles of Argentina and Brazil, standing at 49 and 58 respectively. However, both Uruguay and 
Paraguay score significantly lower overall, standing at 11 and 25 respectively. Across the 
different modes of supply, there is great variation. Argentina has no barriers to trade in business 
and professional services for mode 1, but higher than average restrictions for Modes 3 and 4. 
For Mode 1, Brazil’s business and professional services sector is entirely closed to trade, and for 
Modes 3 and 4 major restrictions apply. By comparison, Uruguay has no barriers to trade in 
business and professional services for Modes 1 and 2, and minor restrictions for Mode 4. For 
Mode 1, Paraguay is entirely closed to trade in the business and professional services sector, but 
contains virtually no restrictions for Modes 3 and 4.  

The following section analyses existing barriers and the level of existing market access for each 
Mercosur country in detail, outlining important issues and areas where additional liberalisation 
could be realised. We will also discuss the potential impact of increased liberalisation in the 
business services sector, taking into account the social and environmental dimensions of the 
analysis. The assessment focuses on current GATS commitments and analyses where barriers 
remain. Furthermore, it lays a focus on the level of applied barriers in the countries in question, 
relying on existing data on trade restrictiveness as well as an overview of key regulatory barriers 
and relevant legislation. 

Argentina 

Argentina’s current commitments under the WTO GATS agreement are generally unlimited, 
especially when it comes to computer and related services and other business services. As a 
horizontal commitment, there are market access limitations for Modes 1, 3 and 4. Persons 
seeking to practice professional services must obtain recognition of their professional degree, 
enrol in the relevant college and establish legal domicile in Argentina. 
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Table 84. Argentina’s current commitments under the WTO GATS agreement in 
business services86 

 Market access National treatment 
 M1 M2 M3 M4 M1 M2 M3 M4 
1.Business services 
A Professional services 
Legal services P F P P F F F P 
Accounting, auditing and book-keeping services P F P P F F F P 
Architectural services P F P P F F F P 
Engineering services P F P P F F F P 
B Computer and related services 
Consultancy services related to the installation 

   
F F F P F F F P 

Software implementation services F F F P F F F P 
Data processing services F F F P F F F P 
Database services F F F P F F F P 
Other F F F P F F F P 
F Other business services 
Advertising services F F F P F F F P 
Market research and public opinion polling 

 
F F F P F F F P 

Management consulting services F F F P F F F P 
Services incidental to mining F F F P F F F P 
Building cleaning services F F F P F F F P 
Assembly or convention services F F F P F F F P 
Other F F F P F F F P 

Source: WTO. 

Figure 93 provides a more detailed overview of barriers identified in the World Bank STRI 
database in different sub-sectors. These data also indicate high barriers on mode 4 and the 
existence of significant barriers in mode 3 with regard to different professional services. 

  

                                    
86 M1-M4 illustrate different modes of services supply (M1: cross-border supply, M2: consumption abroad, M3: 
commercial presence, M4: presence of natural persons). F, P, and U illustrate the type of commitments (F: full 
commitment, P: partial commitment, U: unbound), - illustrates that the sub-sector is not included in the schedule. 
See: WTO, 1994. GATS/SC/4. Available at: https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm.  

https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm
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Figure 93. Services trade restrictiveness (STRI) for professional services in Argentina 

 

Source: World Bank STRI Data. 

Brazil 

Brazil’s market is characterised by both market access and national treatment limitations for 
mode 3 for accounting, auditing and bookkeeping services. Participation of non-residents in 
juridical persons controlled by Brazilian nationals is not permitted. Furthermore, a foreign service 
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Table 85. Brazil’s current commitments under the WTO GATS agreement in business 
services87 

 Market access National treatment 
 M1 M2 M3 M4 M1 M2 M3 M4 
1.Business services 
A Professional services 
Legal services - - - - - - - - 
Accounting, auditing and book-keeping services P U P P U U P P 
Architectural services U U P P U U F P 
Engineering services, including advisory and 
consultative engineering services, industrial 
engineering, engineering design, other engineering 
services, and urban planning 

U U P P U U F P 

B Computer and related services 
Consultancy services related to the installation of 
computer hardware 

- - - - - - - - 

Software implementation services - - - - - - - - 
Data processing services - - - - - - - - 
Database services - - - - - - - - 
Other - - - - - - - - 
F Other business services 
Advertising services P U P P U U P P 
Market research and public opinion polling services U U F P U U F P 
Management consulting services U U F P U U F P 
Services related to management consulting: project 
management 

U U P P U U F P 

Building cleaning services U U F P U U F P 
Other: Translation and interpretation services 
(excluding official translators) 

U U F P U U F P 

Source: WTO. 

Figure 94 outlines services trade restrictiveness numbers for different professional services 
sectors in Brazil. There are significant barriers in mode 4 for all sectors. The highest barriers can 
be found in mode 1 for all sectors, and for mode 3 services with respect to legal advice regarding 
domestic law and legal representation in court. 

  

                                    
87 M1-M4 illustrate different modes of services supply (M1: cross-border supply, M2: consumption abroad, M3: 
commercial presence, M4: presence of natural persons). F, P, and U illustrate the type of commitments (F: full 
commitment, P: partial commitment, U: unbound), - illustrates that the sub-sector is not included in the schedule. 
See: WTO, 1994. GATS/SC/13. Available at: https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm. 
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Figure 94. Services trade restrictiveness (STRI) for professional services in Brazil 

 

Source: World Bank STRI Data. 

Furthermore, the OECD STRI database measures the restrictiveness of a number of sub-sectors 
in Brazil’s business services sector from 0 to 1, 1 being most restrictive (see Figure 95). Overall, 
business services are relatively open when compared to other Brazilian services sectors analysed 
in the STRI database. Furthermore, especially legal, and accounting services show lower scores 
than the average score of the 44 countries analysed by the database. In addition, architecture 
services show levels slightly below the average. This demonstrates that overall the sectors 
included in the OECD STRI database can be characterised as relatively open. Among those 
barriers that exist, restrictions to the movement of people are most significant across all of these 
sectors. 

Figure 95. Brazil’s services trade restrictiveness in the business services sector 

 

Source: OECD STRI Data. 
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Paraguay 

Business services are not included in Paraguay’s GATS schedule. Figure 96 figure below outlines 
trade barriers in a number of professional services sectors. Note that there are especially high 
barriers in mode 1 across all of these professional services sectors.  

Figure 96. Services trade restrictiveness (STRI) for professional services in Paraguay 

 

Source: World Bank STRI Data. 
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Table 86. Uruguay’s current commitments under the WTO GATS agreement in business 
services88 

 Market access National treatment 
 M1 M2 M3 M4 M1 M2 M3 M4 
1.Business services 
A Professional services 
Legal services - - - - - - - - 
Accounting, auditing and book-keeping services - - - - - - - - 
Architectural services - - - - - - - - 
Engineering services - - - - - - - - 
B Computer and related services         
Consultancy services related to the installation 
of computer hardware 

F F F P F F F P 

Software implementation services F F F P F F F P 
Data processing services F F F P F F F P 
Database services F F F P F F F P 
Other F F F P F F F P 
D Real estate services 
Involving own or leased property F F F P F F F P 
On a fee or contract basis F F F P F F F P 
E Rental/leasing services without operators 
Relative to private cars without operator F F F P F F F P 
Relating to other machinery and equipment 
without operator 

F F F P F F F P 

Other F F F P F F F P 
F Other business services 
Advertising services - - - - - - - - 
Market research and public opinion polling 
services 

F F F P F F F P 

Management consulting services F F F P F F F P 
Services related to management consulting F F F P F F F P 
Placement and supply services of personnel F F F P F F F P 
Other business services, including translation 
and interpretation services, and interior design 
services 

F F F P F F F P 

Source: WTO. 

According to the World Bank STRI database, Uruguay is largely open with regard to modes 1 
and 3 in the professional services analysed. Only minor barriers can be observed in the case of 
mode 4. 

  

                                    
88 M1-M4 illustrate different modes of services supply (M1: cross-border supply, M2: consumption abroad, M3: 
commercial presence, M4: presence of natural persons). F, P, and U illustrate the type of commitments (F: full 
commitment, P: partial commitment, U: unbound), - illustrates that the sub-sector is not included in the schedule. 
See: WTO, 1994. GATS/SC/91. Available at: https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm. 
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Figure 97. Services trade restrictiveness (STRI) for professional services in Uruguay 

 

Source: World Bank STRI Data.  
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from business services liberalisation potentially contribute significantly to the overall economic 
benefits.  

Environmental Impact 

In addition to the social impacts outlined, no significant environmental impact is expected.  

Social and Human Rights Impacts  

Liberalisation in the business services sector could have additional positive effects for the 
productivity in manufacturing and the competitiveness of Mercosur countries’ manufacturing 
exports. This can in turn have a positive effect on overall economic activity and lead to an 
additional creation of jobs. Higher levels of economic activity would result in higher tax revenues 
and therefore beneficial social impacts in the medium- to long-term. In general, social impacts, 
e.g. the effect on skilled and unskilled employment are estimated to be marginal. Furthermore, 
the liberalisation of EU-Mercosur business services trade would not have a significant impact on 
human rights. 

Impact on SMEs 

High degrees of regulatory heterogeneity also SMEs at a systematic competitive disadvantage 
to larger services suppliers as SMEs generally lack specialised human resources to overcome 
regulatory differences. Therefore, EU-Mercosur trade in business services would generally 
benefit from higher degrees of regulatory alignment.  

Impact on Consumers 

Incentives and opportunities in other economic sectors will be affected by the removal of trade 
barriers in the business services sector, which could potentially have significant effects across 
the economy. In addition, the removal of trade barriers in the business services sector also 
creates new market opportunities. This will affect the economic behaviour of enterprises in B2B 
and B2C markets, resulting in changes also for producers in other sectors as well as final 
consumers and households. 

Impact on LDCs 

No specific impact on LDCs is previewed. 

Impact on OMRs 

No specific impact on OMRs in previewed. 

7.3.2.  Financial services 

Overview   

Table 87 and Table 88 provide a breakdown of EU-Mercosur exports and imports of financial and 
insurance services. Financial services account for 3.5% of EU service exports to Mercosur, while 
insurance services account for 1.6%. It should be noted that these shares significantly lower 
than for overall EU services exports. On the import side, financial services imports account for 
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2.9% of EU services imports from Mercosur, while imports of insurance services account for 
2.0%. 

Table 87. Composition of EU services exports to Mercosur by service type 

Service Type Share in EU28 Exports to 
Mercosur 

Share in EU28 Exports to Extra-EU28 
destinations 

Financial services 3.5% 10.5% 
Insurance and pension 
services 

1.6% 3.8% 

Source: Eurostat. Notes: Table shows shares of different service types in EU exports to Mercosur and to all extra-EU28 
destinations, respectively.  

Table 88. Composition of EU services imports from Mercosur by service type 

Service Type Share in EU28 Imports 
from Mercosur 

Share in EU28 Imports from Extra-
EU28 destinations 

Financial services 2.9% 6.4% 
Insurance and pension 
services 2.0% 2.1% 

Source: Eurostat. Notes: Table shows shares of different service types in EU imports from Mercosur and from all extra-
EU28 destinations, respectively.  

General overview of existing trade barriers for financial and insurance services 

Information on barriers to service trade is still scarce for non-OECD countries. Table 89 presents 
information on trade and investment (commercial presence) barriers for financial and insurance 
services from the World Bank’s Service Trade Restrictiveness Index (STRI).  

Generally, Argentina has a similar barrier profile to the EU. At the same time, there are 
substantial differences with the remaining Mercosur countries which tend to be more 
protectionist in financial and insurance services.  

Table 89. Service Trade Barriers for Selected Service Types 

Country/Mode Financial 
services 

Insurance 
and 
pension 
services 

Overall - EU20 4 5 
   Mode 1 25 50 
   Mode 3 0 0 
   Mode 4 N/A N/A 
Overall - Argentina 9 7 
   Mode 1 63 67 
   Mode 3 0 0 
   Mode 4 N/A N/A 
Overall - Brazil 46 20 
   Mode 1 25 67 
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Country/Mode Financial 
services 

Insurance 
and 
pension 
services 

   Mode 3 50 8 
   Mode 4 N/A N/A 
Overall - Uruguay 43 50 
   Mode 1 0 100 
   Mode 3 50 25 
   Mode 4 N/A N/A 
Overall - Paraguay 21 23 
   Mode 1 0 67 
   Mode 3 25 25 
   Mode 4 N/A N/A 

Source: World Bank STRI. Notes: Table shows trade barriers to service trade as measured by the World Bank’s Service 
Trade Restrictiveness Index (0: no barriers, 100: sector closed to trade, N/A: no data available)  

Domestic production of financial services in Mercosur countries 

For Argentina, recent OECD data indicate that services production accounts for 61% of national 
GDP, of which financial services account for 14% of Argentina’s GDP (Table 90). Brazil’s economy 
shows an even larger share of services in total GDP (Table 91), whereby financial services 
production accounts for about 6% of GDP. 

Table 90. National composition of GDP, Argentina 

Argentina 2016 
Production of Services in per cent of GDP 
Total Services 60.6% 
Financial and insurance services 13.8% 
Other services 22.8% 

Source: OECD. 

Table 91. National composition of GDP, Brazil 

Brazil  2014 
Production of Services in per cent of GDP 
Total Services 69.1% 
Financial and insurance services 5.7% 

Source: OECD. 

Shares of Extra-EU financial services trade with individual Mercosur countries  

As shown by Figure 98, individual Mercosur countries’ share in total EU services trade (exports 
and imports) is still relatively low. This pattern is generally mirrored by trade volumes for 
financial and insurance services. Brazil is the most important Mercosur destination for EU 
financial and insurance services exports, accounting for 1.45% of total EU services exports. The 
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second most important trading partner in the Mercosur region is Argentina. For EU imports of 
financial services, similar patterns apply (Figure 99). 

Figure 98. Share in total Extra-EU28 exports, financial and insurance services, 2015  

 

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay. 

Figure 99. Share in total Extra-EU28 imports, financial and insurance services, 2015  

 

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay. 

Growth of Extra-EU trade in financial services with individual Mercosur countries 

Even though individual Mercosur countries’ overall shares in Extra-EU trade are still relatively 
low compared to the EU’s major trading partners, EU financial services suppliers could 
substantially benefit from greater levels of market access due to Mercosur countries economic 
catch-up process and rising trade volumes over time. Between 2010 and 2015, total services 
trade with individual Mercosur countries already increased at an average annual rate of 8% (for 
both EU exports to and EU imports from Mercosur countries).89 While EU financial services 
exports to Argentina and Brazil declined somewhat between 2010 and 2015, financial services 
exports to Uruguay increased by about 10% per year. At the same time, Uruguay itself registered 
a strong growth in financial services exports, mainly driven by (freight) insurance and 

                                    
89 Note that Eurostat database does not provide international services trade data for EU trade with Paraguay. Overall, 
total services trade between the EU and Paraguay remains relatively modest. Total exports of services from the EU to 
Paraguay have remained at approximately 0.2 billion Euros from 2012 to 2015. Overall, EU total services imports from 
Paraguay have stayed at 0.1 billion Euros from 2012 to 2015. 
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reinsurance services, but also relatively low base values for the year 2010 (Figure 100, Figure 
101, Table 92, and Table 93).  

Figure 100. Average annual growth rate of EU exports, 2010 - 2015  

 

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay. Note 
that Eurostat database does not provide international services trade data for EU trade with Paraguay. Overall, total 
services trade between the EU and Paraguay remains relatively modest. Total exports of services from the EU to Paraguay 
have remained at approximately 0.2 billion Euros from 2012 to 2015. Overall, EU total services imports from Paraguay 
have stayed at 0.1 billion Euros from 2012 to 2015. 

Figure 101. Average annual growth rate of EU imports, 2010 - 2015  

 

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay.
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Table 92. Financial and insurance services trade between the EU and individual Mercosur countries: EU exports 

2015, in million EUR Total EU services exports EU services exports to Mercosur  
Sector/sub-sector EU Argentina Brazil Uruguay 

Total EU 
imports 

In % of  
total 
services 
imports 

Total EU 
exports 

In % of  
total 
services 
exports 

Trade 
Balance 

Total 
exports 

In % of  
total EU 
services 
exports 

Total 
exports 

In % of  
total EU 
services 
exports 

Total 
exports 

In % of  
total EU 
services 
exports 

Total Services 685,656.5 100% 831,528.5 100% 145,872.0 4,755.2 0.6% 15,610.0 1.9% 922.2 0.1% 
Insurance and pension services 14,351.7 2% 25,947.0 3% 11,595.3 68.2 0.0% 194.6 0.0% 13.1 0.0% 
Direct insurance 4,051.0 1% 13,684.1 2% 9,633.1 16.6 0.0% 46.1 0.0% 0.3 0.0% 
Life insurance 1,446.4 0% 1,418.0 0% -28.4 0.1 0.0% 3.3 0.0% 0.0 0.0% 
Freight insurance 1,899.8 0% 957.6 0% -942.2 14.1 0.0% 23.9 0.0% 0.2 0.0% 
Direct insurance other than life 
and freight insurance 

701.6 0% 11,310.5 1% 10,608.9 1.3 0.0% 19.8 0.0% 0.1 0.0% 

Reinsurance 4,490.7 1% 6,468.3 1% 1,977.6 26.1 0.0% 107.4 0.0% 6.7 0.0% 
Auxiliary insurance services 5,804.7 1% 5,495.3 1% -309.4 24.7 0.0% 47.6 0.0% 6.1 0.0% 
Pension and standardized 
guarantee services 

5.6 0% 298.4 0% 292.8 0.9 0.0% -5.6 0.0% 0.1 0.0% 

Pension services 6.7 0% 39.2 0% 32.5 0.9 0.0% 1.4 0.0% 0.0 0.0% 
Standardized guarantee 
services 

-0.1 0% 259.2 0% 259.3 0.0 0.0% -7.0 0.0% 0.1 0.0% 

Financial services 40,945.0 6% 87,351.1 11% 46,406.1 98.7 0.0% 609.2 0.1% 71.4 0.0% 

Financial services explicitly 
charged and other financial 
services 

35,509.3 5% 70,204.3 8% 34,695.0 90.3 0.0% 401.9 0.0% 64.5 0.0% 

Financial intermediation 
services indirectly measured 
(FISIM) 

5,435.8 1% 17,147.7 2% 11,711.9             

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay. 
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Table 93. Financial and insurance services trade between the EU and individual Mercosur countries: EU imports 

2015, in million EUR Total EU services exports EU services imports from Mercosur  
Sector/sub-sector EU Argentina Brazil Uruguay 

Total EU 
imports 

In % of  
total 
services 
imports 

Total EU 
exports 

In % of  
total 
services 
exports 

Trade 
Balance 

Total 
imports 

In % of  
total EU 
services 
imports 

Total 
imports 

In % of  
total EU 
services 
imports 

Total 
imports 

In % of  
total EU 
services 
imports 

Total Services 685,656.5 100% 831,528.5 100% 145,872.0 2,314.8 0.3% 8,727.3 1.0% 488.4 0.1% 
Insurance and pension services 14,351.7 2% 25,947.0 3% 11,595.3 75.1 0.0% 127.9 0.0% 10.9 0.0% 
  Direct insurance 4,051.0 1% 13,684.1 2% 9,633.1 7.7 0.0% 22.8 0.0% 1.7 0.0% 
  Life insurance 1,446.4 0% 1,418.0 0% -28.4 0.0 0.0% 0.1 0.0% 0.0 0.0% 
  Freight insurance 1,899.8 0% 957.6 0% -942.2 7.7 0.0% 21.0 0.0% 1.7 0.0% 
  Direct insurance other than 
life and freight insurance 

701.6 0% 11,310.5 1% 10,608.9 0.1 0.0% 0.8 0.0% 0.0 0.0% 

  Reinsurance 4,490.7 1% 6,468.3 1% 1,977.6 2.1 0.0% 24.7 0.0% 2.0 0.0% 
  Auxiliary insurance services 5,804.7 1% 5,495.3 1% -309.4 64.1 0.0% 79.4 0.0% 7.1 0.0% 
  Pension and standardized 
guarantee services 

5.6 0% 298.4 0% 292.8 0.0 0.0% 0.0 0.0% 0.0 0.0% 

  Pension services 6.7 0% 39.2 0% 32.5 0.0 0.0% 0.0 0.0% 0.0 0.0% 
  Standardized guarantee 
services 

-0.1 0% 259.2 0% 259.3 0.0 0.0% 0.0 0.0% 0.0 0.0% 

Financial services 40,945.0 6% 87,351.1 11% 46,406.1 34.2 0.0% 289.8 0.0% 17.8 0.0% 
  Financial services explicitly 
charged and other financial 
services 

35,509.3 5% 70,204.3 8% 34,695.0 29.9 0.0% 224.1 0.0% 17.7 0.0% 

  Financial intermediation 
services indirectly measured 
(FISIM) 

5,435.8 1% 17,147.7 2% 11,711.9             

Source: Eurostat. Note: Eurostat does not provide international services trade data for EU trade with Paraguay.
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Assessment of the impact 

In the following, we provide a more detailed analyses of relevant CGE modelling results and 
existing policy barriers financial and insurance services trade between the EU and individual 
Mercosur countries. Our analyses of policy barriers are based on services trade restrictiveness 
data provided by the World Bank, the OECD (for Brazil) and existing schedules for country-
specific commitments under the WTO GATS agreement. For both business and financial services, 
we account for existing GATS commitments that are provided by schedules for all modes of 
services trade, i.e.: 

Cross-border supply (Mode 1): the possibility for non-resident service suppliers to supply 
services cross-border into the Member's territory. 

Consumption abroad (Mode 2): the freedom for the Member's residents to purchase services in 
the territory of another Member. 

Commercial presence (Mode 3): the opportunities for foreign service suppliers to establish, 
operate or expand a commercial presence in the Member's territory, such as a branch, agency, 
or wholly-owned subsidiary. 

Presence of natural persons (Mode 4): the possibilities offered for the entry and temporary stay 
in the Member's territory of foreign individuals in order to supply a service. 

According to Article 5 of the financial services Annex of the General Agreement on Trade in 
Services (GATS), financial services include insurance and insurance-related services as well as 
banking and other financial services (excluding insurance).  

Banking and other financial services cover all financial service activities and auxiliary services 
related to banking operations, including the acceptance of deposits, lending operations, payment 
and transmission services, security trading, and foreign exchange operations, but also asset 
management and financial advisory services. Insurance and insurance-related services include 
direct insurance (including life and non-life, and co-insurance), reinsurance and retrocession, 
insurance intermediation (such as brokerage and agency) and services auxiliary to insurance 
(such as consultancy, actuarial services, risk assessment and claim settlement services).  

Economic analysis 

The modelling results suggest that EU output of financial services would largely remain 
unchanged (changes below the perception threshold under both scenarios; Table 94)). Output 
of financial services would slightly increase for individual Mercosur countries under both 
scenarios, with highest (but still low) percentage changes in Argentina (up to 0.9%). Under the 
conservative scenario, EU financial services exports would slightly decrease, while EU imports 
would slightly increase. The modelling results are more pronounced (though still low) for the 
ambitious scenario with EU exports of financial services falling by up to 1%. Brazilian exports of 
financial services would rise by about 9% under the ambitious scenario, while Argentinian 
exports of financial services would rise by up to 3.3%. Both Paraguay and Uruguay show 
relatively low changes in export and import volumes. The long-term impact of financial services 
liberalisation on the development of skilled labour is estimated to be negative, but generally 
below the perception threshold. 
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Table 94. CGE-model results in the financial services and insurance sector in the 
conservative scenario (all numbers are in % changes relative to baseline) 

Sectors EU BRA ARG URY PRY 

Output -0.14 0.12 0.37 0.14 -
 Private 0.04 0.07 0.14 -

 
-
 Exports -0.73 3.51 -

 
1.47 0.81 

Import 0.22 -
 

0.34 -
 

-
 Unskilled  

 

-0.18 -
 

-
 

-
 

-
 Skilled  -0.16 -

 
0.00 0.13 0.04 

Source: CGE Modelling Results. 

Table 95. CGE-model results in the financial services and insurance sector in the 
ambitious scenario (all numbers are in % changes relative to baseline) 

Sectors
  

EU BRA ARG URY PRY 

Output -0.20 0.21 0.57 0.20 -0.19 
Private 0.06 0.12 0.28 -0.37 -0.15 
Exports -1.05 9.26 3.32 2.81 1.98 
Import 0.35 -

 
-0.22 -0.53 -0.23 

Unskilled -0.16 -
 

0.00 0.13 0.04 
Skilled -0.28 -

 
-0.25 -0.48 -0.32 

Source: CGE Modelling Results.  

Assessment of barriers and existing levels of market access 

Many financial services are characterised by a considerable overlap between Mode 1 and Mode 
2 supply, whereby the dividing line between these two modes of supply is not always clear. As 
financial services are intangible, assigning a geographic location to their provision across borders 
is generally prone to discretion. Some analysts therefore combine modes 1, 2 and 4 into a single 
category of cross-border trade, defined as “the provision of financial services by a financial firm 
located in one country to a customer residing in another country without the establishment of a 
commercial presence” (OECD, 1999). It should be noted that a country where a financial services 
provider is located is not necessarily the country where it is headquartered, but may be a third 
country where the company has a subsidiary or a branch office.  

Mode 3 trade in financial services differs from the other three modes of supply in that it does 
require a commercial presence. Mode 3 trade also differs from the other three modes in the 
extent that it depends on cross-border capital transfers. While cross-border trade in financial 
services (particularly Mode 1) generally requires a high degree of national capital account 
opening, e.g. capital exports or capital imports (free movement of capital), it does not 
(necessarily) rely on a commercial presence and the national regulations attached to foreign 
investment in national financial services sectors. Accordingly, commitments to Mode 3 trade 
(investment) require the liberalisation of capital inflows related to the foreign investment, while 
Mode 1 trade in financial services requires liberalisation of both capital inflows and capital 
outflows. 

The EU-Mercosur negotiations aim for commitments for services trade liberalisation that go 
beyond those that have been made under the GATS agreement considering that market access 
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conditions for financial services and the application of the GATS’ basic principles – national and 
MFN treatment – are provided by different country-specific schedules.  

Generally, the barriers to trade in financial services are typically those defined in GATS Article 
XVI: 

• Presence of natural persons (Mode 4): the possibilities offered for the entry and temporary 
stay in the Member's territory of foreign individuals in order to supply a service. 

• Limitations on the number of service suppliers 

• Limitations on the value of service transactions or assets 

• Limitations on the number of service operations or quantity of output 

• Limitations on the number of people employed in a particular service 

• Measures which restrict the types of organisation that may supply a service 

• Limitations on the participation of foreign capital, in terms of a limit on foreign shareholding 
or the total value of individual or aggregate foreign investment 

For banking and insurance services, Mercosur countries’ specific commitment schedules indicate 
that these countries still maintain different commitments and several regulatory exemptions for 
market access and national treatment for all modes of financial services supply. Therefore, EU 
suppliers of banking, insurance and reinsurance services face numerous regulatory barriers 
impeding and in some cases even preventing them from operating in individual Mercosur 
countries. A discussion of key policy barriers is provided below. 

Argentina 

Banking Services 

According to Argentina’s Schedule of Specific Commitments under the GTAS agreement, financial 
operations by the Government and State-owned enterprises are generally excluded from the 
conditions specified in its schedule. 90 In addition, as shown by Figure 102, Argentina is still free 
to introduce or maintain measures for Mode 1 and Mode 4 services that are inconsistent with 
both market access and national treatment for a great number of banking services, including 
depository operations, lending operations and other common banking services like payment and 
trading services. No limitations on market access and national treatment apply for financial 
advisory services as well as the provision of and processing of financial information. In 
accordance with the principle of equal treatment between both national and foreign capital, the 
Argentinian law sets no restrictions on the nationality of the investors who wish to participate in 
the local financial system nor on the operations that the entities in which they participate can 
perform. 

                                    
90 Argentina’s Schedule of Specific Commitments, GATS/SC/4, 15 April 1994. 
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Table 96. Current commitments under the WTO GTAS agreement, financial services, 
Argentina91 

 Market access National treatment 

 M1 M2 M3 M4 M1 M2 M3 M4 

7.Financial services 

A All insurance services and insurance-related services 

Life, accident and health insurance services U U U P U U F P 

Non-life insurance services U U U P U U F P 

Maritime and air transport insurance services F F U P F F F P 

Reinsurance and retrocession services F F U P F F F P 

B Banking and other financial services (excluding insurance) 

Acceptance of deposits and other repayable 
funds from the public 

U F F P U F F P 

Lending of all types including consumer credit, 
mortgage credit, factoring and financing of 
commercial transactions 

U F F P U F F P 

Financial leasing services U F F P U F F P 

Payment and money transmission services U F F P U F F P 

Guarantees and commitments U F F P U F F P 

Trading on own account or for clients, whether 
on an exchange or not, or in any other form, of 
the following: money market instruments, 
foreign exchange, derivative products, 
exchange rate and interest rate instruments, 
transferable securities, other negotiable 
instruments and financial assets. 

U F F P U F F P 

Participation in issues of all kinds of securities U F F P U F F P 

Money broking U F F P U F F P 

Asset management U F F P U F F P 

Settlement and clearing services for financial 
assets 

U F F P U F F P 

Advisory and other auxiliary financial services F F F P F F F P 

Provision and transfer of financial information F F F U F F F P 

New Financial Services F F F U F F F P 

Source: Argentina’s Schedule of Specific Commitments, GATS/SC/4, 15 April 1994. 

In practice, as outlined by the World Bank, the Argentinian market for lending services and 
deposit banking services is either closed or highly restricted for foreign (non-resident) service 
suppliers (see Figure 102). Any banking or financial intermediation and/or solicitation of funds 
activities performed in Argentina require registration and licensing with the Argentine Central 
Bank (ACB). Registration and licensing do not apply if the banking activities are performed 
entirely from outside Argentina, but any foreign financial entity willing to promote its banking 
services and products in Argentina must first request for the ACB’s authorization. A foreign 

                                    
91 M1-M4 illustrate different modes of services supply (M1: cross-border supply, M2: consumption abroad, M3: 
commercial presence, M4: presence of natural persons). F, P, and U illustrate the type of commitments (F: full 
commitment, P: partial commitment, U: unbound), - illustrates that the sub-sector is not included in the schedule. See 
Argentina’s Schedule of Specific Commitments, GATS/SC/4, 15 April 1994. 
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bank’s representative may not perform specific banking activities, including any actions that 
directly or indirectly enable the representative to intermediate or raise funds in the local market. 
Argentina has no financial services passporting arrangements with any other jurisdiction.  

Figure 102. Services trade restrictiveness (STRI) for banking services in Argentina 

 

Source: World Bank STRI Data. 

Insurance and Reinsurance Services 

According to Argentina’s Schedule of Specific Commitments under the GTAS agreement, 
Argentina is still free to introduce or maintain measures that are inconsistent with market access 
or national treatment for almost all insurance and reinsurance services sectors, incl. life, accident 
and health insurance series, but also maritime and air transport services and reinsurance and 
concession services. 92  In practice, as outlined by the World Bank, the Argentinian market for 
vehicle and life insurance services are still closed, while restrictions apply for foreign (non-
resident) reinsurance suppliers. For insurance and reinsurance providers wishing to set up a 
commercial presence in Argentina (Mode 3), no restrictions apply beyond capital requirement 
regulations. 

European reinsurance suppliers raise several concerns regarding market access to Argentina’s 
insurance markets (Insurance Europe, 2017a). After 2011, the Argentinian government started 
to introduce a number of regulations for foreign insurance companies, including a limitation to 
provide coverage for a portion of a risk of more than 50 million USD and for retrocession services. 
Some regulations were relaxed in 2016 to reopen reinsurance markets, but several limitations 
still apply. For example, local insurers are only allowed to place up to 75% of their ceded 
premiums per contract with admitted foreign reinsurers directly from July 2019 onwards, 
effectively implying discrimination vis-à-vis domestic reinsurance companies. In addition, 
minimum capital requirements exist for foreign insurance companies aiming to set up a 
subsidiary or branch in Argentina. Regarding Mode 1 restrictions, local reinsurers are not allowed 
to transfer abroad more than 75% of premiums to subsidiaries or companies belonging to the 
same financial conglomerate. 

                                    
92 Argentina’s Schedule of Specific Commitments, GATS/SC/4, 15 April 1994. 
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Figure 103. Services trade restrictiveness (STRI) for insurance services in Argentina 

 

 

 

 

Source: World Bank STRI Data. 

Brazil 

Banking Services 

According to Brazil’s Schedule of Specific Commitments under the GTAS agreement, the 
establishment of new branches and subsidiaries of foreign financial institutions, as well as 
increases in the participation of foreign persons in the capital of financial institutions incorporated 
under Brazilian law, is only permitted when subject to a case-by-case authorization by the 
Executive Branch, by means of a Presidential decree. 93 

A commercial presence of a non-financial institution providing financial services, legal persons 
must be incorporated under Brazilian law. Clearing services providers must be incorporated as 
“sociedades ano ̂nima”. The Brazilian government is still largely free to introduce or maintain 
policies for that are inconsistent with both market access and national treatment for a great 
number of banking services (particularly Mode 1 and 2 restrictions), including depository 
operations, lending operations and other common banking services like payment and trading 
services. No limitations on market access and national treatment apply for financial advisory 
services as well as the provision of and processing of financial information. 

  

                                    
93 Brazil’s Schedule of Specific Commitments, GATS/SC/13, 27 June 2016. 
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Table 97. Current commitments under the WTO GTAS agreement, financial services, 
Brazil94 

 Market access National treatment 

 M1 M2 M3 M4 M1 M2 M3 M4 

7.Financial services 

A All insurance services and insurance-related services 

Life, accident and health insurance services U U U P U U F P 

Non-life insurance services U U U P U U F P 

Maritime and air transport insurance services F F U P F F F P 

Reinsurance and retrocession services F F U P F F F P 

B Banking and other financial services (excluding insurance) 

Acceptance of deposits and other repayable 
funds from the public 

U F F P U F F P 

Lending of all types including consumer credit, 
mortgage credit, factoring and financing of 
commercial transactions 

U F F P U F F P 

Financial leasing services U F F P U F F P 

Payment and money transmission services U F F P U F F P 

Guarantees and commitments U F F P U F F P 

Trading on own account or for clients, whether 
on an exchange or not, or in any other form, of 
the following: money market instruments, 
foreign exchange, derivative products, 
exchange rate and interest rate instruments, 
transferable securities, other negotiable 
instruments and financial assets. 

U F F P U F F P 

Participation in issues of all kinds of securities U F F P U F F P 

Money broking U F F P U F F P 

Asset management U F F P U F F P 

Settlement and clearing services for financial 
assets 

U F F P U F F P 

Advisory and other auxiliary financial services F F F P F F F P 

Provision and transfer of financial information F F F U F F F P 

New Financial Services F F F U F F F P 

Source: Brazil’s Schedule of Specific Commitments, GATS/SC/13, 27 June 2016. 

In practice, as outlined by the World Bank, the Brazilian market for lending services and deposit 
banking services is still highly restricted for foreign (non-resident) banking service suppliers, but 
also for those institutions aiming to set up a commercial presence in Brazil. As concerns the 
latter, business approvals and licenses for specific services generally depend on judgements of 
the Brazilian Central Bank, the bank regulator, and the office of the Brazilian President.  

                                    
94 M1-M4 illustrate different modes of services supply (M1: cross-border supply, M2: consumption abroad, M3: 
commercial presence, M4: presence of natural persons). F, P, and U illustrate the type of commitments (F: full 
commitment, P: partial commitment, U: unbound), - illustrates that the sub-sector is not included in the schedule. See 
Brazil’s Schedule of Specific Commitments, GATS/SC/13, 27 June 2016. 
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In addition, some activities are “exclusive of financial institutions” and as such, may be 
performed only by licensed financial institutions in Brazil. The “exclusive activities of financial 
institutions” encompass the collection, intermediation or allocation of their own or third parties’ 
funds in the local or foreign currency (which generically encompasses all banking and financial 
services) (McKenzie, 2016).  

Some cross-border lending services of foreign entities that are provided to persons domiciled in 
Brazil do not depend on local licenses for the foreign parties entering into the transactions (e.g. 
the lending bank or the foreign investor). However, these businesses usually require local 
registrations, and enrolment with the taxpayer ́s registry. Brazil does not have any financial 
services “passporting” arrangements with other countries. 

Figure 104. Services trade restrictiveness (STRI) for banking services in Brazil 

 

Source: World Bank STRI Data. 

Insurance and Reinsurance Services 

According to Brazil’s Schedule of Specific Commitments under the GTAS agreement, all foreign 
insurance and reinsurance companies are required to incorporate under Brazilian law in the form 
of a “sociedade ano ̂nima”. 95 In addition, the enactment of a Presidential decree is required. 
Brazil is still fee to introduce or maintain measures that are inconsistent with market access or 
national treatment for almost all insurance and reinsurance services sectors, incl. life, accident 
and health insurance series, but also maritime and air transport services and reinsurance and 
concession services.  

In practice, as outlined by the World Bank, the Brazilian market for vehicle, life insurance and 
reinsurance services still highly regulated for foreign suppliers. Several restrictions apply for 
foreign (non-resident) insurance and reinsurance suppliers that both trade or own a commercial 

                                    
95 Brazil’s Schedule of Specific Commitments, GATS/SC/13, 27 June 2016. 
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presence in Brazil, incl. local needs test for vehicle insurance services, cession thresholds and 
legal form (incorporation) requirements and “hire national” requirements. 

Even though the Brazilian government gradually opened insurance markets for foreign insurance 
companies after 2015, European reinsurance suppliers raise several concerns regarding market 
access to Brazil’s insurance markets (Insurance Europe, 2017b). There are, for example, still 
limits on reinsurance cessions to foreign affiliates by local (re)insurers, effectively implying 
discrimination against domestic providers. Regarding the level of reinsurance that must be 
placed with local reinsurers, market opening measures do not result in a level playing field 
between domestic and foreign companies. 

Figure 105. Services trade restrictiveness (STRI) for insurance services in Brazil 

 

Source: World Bank STRI Data. 

Paraguay 

Banking Services 

Banks and finance companies are regulated by the Banking Superintendent, which is housed 
within, and under the direction of, the Central Bank of Paraguay. There is also a large credit 
union sector in Paraguay, which is quasi-regulated and does not fall under the purview of the 
Central Bank.96  

According to Paraguay’s Schedule of Specific Commitments under the GTAS agreement, the 
government of Paraguay is generally free to introduce or maintain measures that are inconsistent 
with both market access and national treatment for Mode 1, Mode 2 and Mode 4 supply of almost 
all banking services. 97 At the same time, Mode 3 supply is generally free of any restrictions that 
are inconsistent with GATS market access and national treatment obligations. Mode 1, 2 and 4 
restrictions apply for deposit banking and lending services. Except for Mode 4 supply, no 

                                    
96 See US Export.gov information on “Paraguay - Banking Systems” of 8 July 2017, available at: 
https://www.export.gov/article?id=Paraguay-banking-systems. 
97 Paraguay’s Schedule of Specific Commitments, GATS/SC/68, 15 April 1994. 
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limitations on market access or national treatment are imposed on services “auxiliary” to 
financial intermediation. 

Table 98. Current commitments under the WTO GTAS agreement, financial services, 
Paraguay98 

 Market access National treatment 

 M1 M2 M3 M4 M1 M2 M3 M4 

7.Financial services 

A All insurance services and insurance-related services 

Life, freight, property, medical care, liability, 
body and machinery insurance services 

P U P P P U F P 

Work accident insurance services U U P P U U U U 

Reinsurance and retrocession services U U P P U U U U 

Auxiliary services - agencies and brokers U U P P U U F P 

Auxiliary services - consultancy, actuarial 
and surveys 

F F F P F F F P 

B Banking and other financial services (excluding insurance) 

Acceptance of deposits and other repayable 
funds from the public 

U U P P U U F P 

Lending of all types including consumer credit, 
mortgage credit, factoring and financing of 
commercial transactions 

U U P P U U F P 

Financial leasing services U U P P U U F P 

Payment and money transmission services U U P P U U F P 

Guarantees and commitments U U P P U U F P 

Trading on own account or for clients, whether 
on an exchange or not, or in any other form, of 
the following: money market instruments, 
foreign exchange, derivative products, 
exchange rate and interest rate instruments, 
transferable securities, other negotiable 
instruments and financial assets. 

U U P P U U F P 

Participation in issues of all kinds of securities U U P P U U F P 

Money brokerage U U P P U U F P 

Asset management U U P P U U F P 

Settlement and clearing services for financial 
assets 

U U P P U U F P 

Advisory and other auxiliary financial services U U P P U U F P 

Portfolio management services U U P P U U F P 

Source: Paraguay’s Schedule of Specific Commitments, GATS/SC/68, 15 April 1994. 

In practice, as outlined by the World Bank, Paraguay’s market for lending services and deposit 
banking services is relatively open for foreign (non-resident) service suppliers. A key restrictive 

                                    
98 M1-M4 illustrate different modes of services supply (M1: cross-border supply, M2: consumption abroad, M3: 
commercial presence, M4: presence of natural persons). F, P, and U illustrate the type of commitments (F: full 
commitment, P: partial commitment, U: unbound), - illustrates that the sub-sector is not included in the schedule. See 
Paraguay’s Schedule of Specific Commitments, GATS/SC/68, 15 April 1994. 
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policy measure is, however, that the repatriation of earnings for foreign suppliers with a 
commercial presence in Paraguay, requires the authorization of the Bank Superintendent's 
Office. 

Figure 106. Services trade restrictiveness (STRI) for banking services in Paraguay 

 

Source: World Bank STRI Data. 

Insurance and Reinsurance Services 

Paraguay’s insurance and reinsurance market comes with several discriminatory requirements 
for foreign services suppliers and is therefore relatively restricted (see  

Figure 107). According to the country’s Schedule of Specific Commitments under the GTAS 
agreement, the government of Paraguay is still free to introduce or maintain measures that are 
inconsistent with market access or national treatment for almost all insurance and reinsurance 
services sectors. 99  As outlined by the World Bank, the markets for vehicle and life insurance 
services is still closed to foreigners in Mode 1, while foreign reinsures are allowed to access the 
market for reinsurance services from abroad. For foreigners wishing to set up a commercial 
presence in Paraguay restrictions for companies’ board members apply. 

Figure 107. Services trade restrictiveness (STRI) for insurance services in Paraguay 

                                    
99 See Paraguay’s Schedule of Specific Commitments, GATS/SC/68, 15 April 1994. 
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Source: World Bank STRI Data. 

Uruguay 

Banking Services 

According to Uruguay’s Schedule of Specific Commitments under the GTAS agreement, the 
country’s markets for banking services are relatively open for foreign services suppliers. 100  The 
government of Paraguay is generally free to introduce or maintain some measures that are 
inconsistent with both market access and national treatment for banking services proceed under 
Mode 3 and 4. At the same time, however, and contrary to other Mercosur countries, no 
restrictions exist for Modes 1 and 2.  

Table 99. Current commitments under the WTO GTAS agreement, financial services, 
Uruguay101 

 Market access National treatment 
 M1 M2 M3 M4 M1 M2 M3 M4 

7.Financial services 

A All insurance services and insurance-related services 

Insurance (excluding reinsurance and 
retrocession) 

U U F P U U F P 

Reinsurance and retrocession services F F F P F F F P 

B Banking and other financial services 
(excluding insurance) 

        

Acceptance of deposits and other repayable 
funds from the public 

U U F P U U F P 

Lending of all types including consumer credit, 
mortgage credit etc. 

U U F P U U F P 

Other services auxiliary to financial 
intermediation 

U U F P U U F P 

                                    
100 Uruguay’s Schedule of Specific Commitments, GATS/SC/91, 26 February 1998. 
101 M1-M4 illustrate different modes of services supply (M1: cross-border supply, M2: consumption abroad, M3: 
commercial presence, M4: presence of natural persons). F, P, and U illustrate the type of commitments (F: full 
commitment, P: partial commitment, U: unbound), - illustrates that the sub-sector is not included in the schedule. See 
Uruguay’s Schedule of Specific Commitments, GATS/SC/91, 26 February 1998. 
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Source: Uruguay’s Schedule of Specific Commitments, GATS/SC/91, 26 February 1998. 

In practice, as outlined by the World Bank, Uruguay’s market for lending services and deposit 
banking services is open for foreign service suppliers under Mode 1. For those who wish to set 
up a commercial presence, a key restrictive policy measure is the requirement to obtain a 
business licence, which are limited by a maximum number of licenses issued per annum. In 
addition, to set up a new branch, authorization of the Central Bank is always required. 

Figure 108. Services trade restrictiveness (STRI) for Banking services in Uruguay 

  

Source: World Bank STRI Data. 

Insurance and Reinsurance Services 

The government of Uruguay is still fee to introduce or maintain measures that are inconsistent 
with market access or national treatment for almost all insurance and reinsurance services 
sectors. As outlined by the World Bank, and contrary to Uruguay’s markets for banking services, 
the country’s markets for insurance and reinsurance services are closed for suppliers from 
abroad (Mode 1). For foreign companies wishing to set up a commercial presence in Uruguay 
(Mode 3), entry through a branch is generally not allowed. In addition, “hire local” regulations 
apply. 

Figure 109. Services trade restrictiveness (STRI) for insurance services in Uruguay 
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Source: World Bank STRI Data. 

Summary of economic impact 

Foreign suppliers of financial services wishing to set up a commercial presence abroad usually 
have to abide by domestic regulations, which are normally imposed on a national treatment 
basis. For EU cross-border transactions with Mercosur countries, however, difficulties arise for 
the extent to which domestic regulations apply on a non-discriminatory basis.  

As outlined above, Mercosur countries are still largely free to regulate their financial services 
markets in ways that impede market access or stand in opposition to national treatment. Dealing 
with regulators and complying with financial market regulations is costly and may put either 
domestic or foreign suppliers at a competitive disadvantage with respect to the other.  

As regulatory heterogeneity often creates loopholes regarding the application of foreign 
regulations, it tends to distort the incentives for financial services trade and investment, 
impeding financial market supervision and monitoring. A lack of harmonisation may therefore 
contribute to increase systemic risks. Accordingly, the development and alignment of effective 
regulatory policies and mechanisms between the EU and individual Mercosur countries would not 
only be a key factor of financial services trade liberalisation, particularly for Modes 1, 2 and 4; 
it would also be an opportunity to tackle international regulatory forum shopping to reduce 
(systemic) risks inherent in international financial markets. 

EU providers of financial services stand to gain from increased market penetration by both trade 
and investment. Taking into consideration dynamic effects from trade liberalisation, further 
liberalisation of financial services between the EU and Mercosur can potentially result in higher 
economic activity in both regions, particularly Mercosur countries (with estimated static gains 
from trade liberalisation). As financial services contribute to value-added in other sectors, such 
as manufacturing, higher levels of financial services trade potentially contribute significantly to 
the overall economic benefits, e.g. improvements in the resource allocation, innovation and 
productivity in and beyond manufacturing sectors. 

32.5 32.5

85

100 100 100

25 25 25

Automobile Insurance Life Insurance Reinsurance

Overall Mode 1 Mode 3



SIA in support of association agreement  
negotiations between the European Union and Mercosur 

234 

For individual Mercosur countries, the main economic benefits from a liberalisation of trade in 
financial services with the EU are expected to arise from long term dynamic effects, such a 
competition, the contribution of modern financial services to structural economic change and, 
finally growth in general economic activity.  

Environmental Impact 

No significant environmental impact is expected.  

Social and Human Rights Impacts 

Higher economic activity resulting from trade liberalisation in financial services would come with 
higher tax revenues and therefore beneficial social impacts in the medium- to long-term. Social 
impacts in the EU, such as the impact on skilled and unskilled labour tend to be marginal. 

For individual Mercosur countries, the long term dynamic effects, structural economic change 
and growth in general economic activity mentioned above is expected to make a significant long-
term contribution to reducing poverty. 

The liberalisation of EU-Mercosur financial services trade would not have a significant impact on 
human rights. 

Impact on SMEs 

High degrees of regulatory heterogeneity also put financial services SMEs at a systematic 
competitive disadvantage to larger financial services suppliers as SMEs generally lack specialised 
human resources to overcome regulatory differences. Therefore, EU-Mercosur trade in financial 
services would generally significantly benefit from higher degrees of regulatory alignment, 
regulatory harmonisation or greater degrees of mutual recognition of national regulatory policies, 
including passporting regimes for certain types of financial services. 

Impact on Consumers 

Changes within the financial services sector will affect incentives and opportunities in other 
economic sectors that use financial services, with potentially significant effects across the entire 
economy. The removal of trade barriers will alter the structure of incentives and open-up new 
market opportunities. It would induce changes in the economic behaviour of enterprises serving 
B2B and B2C markets (producers from other sectors and final consumers and households).  

Impact on LDCs 

No specific impact on LDCs is previewed. 

Impact on OMRs 

No specific impact on OMRs in previewed. 
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Annex 1. Indicators and Data Sources  

We will also make use of the extensive data sources available to our research team through the 
LSE.   

Table 100. Selected indicators 

Dimension Themes Indicators 

Economic 

- Macro-economy  
- Labour market  
- Functioning of markets for 

businesses  
- Implications for consumers 
- RoW 
- SMEs 

GDP, trade and investment flows, 
household income, consumption, 
terms of trade, sectoral output; 
employment, wages, real GDP growth 
per capita; consumer prices (rents, 
imports), product quality, consumer 
choice, consumer safety and 
protection issues 

Social 

- Decent work (full and 
productive employment, rights 
at work, social protection and 
social dialogue) 

- Education 
- Health/public health 
- Equality (e.g. gender equality, 

discrimination, people with 
disabilities, consumer 
protection) 

- Security 
- Population 

Employment, real wages, Public 
expenditure; healthcare cost as share 
of GDP; Workforce participation rate; 
unemployment; Gini coefficient; wage 
gap (gender); Level of compliance 
with ILO conventions 

Environment  

- Air and climate 
- Land 
- Water, oceans, seas and coast 
- Biodiversity 
- Energy 
- Waste 
- Transport 
- Chemicals 

Energy intensity by sector; resource 
use and efficiency; CO2 emissions; 
GHG emissions (CH4 and N2O); 
Energy intensity by sector; Resource 
use and efficiency: level of 
deforestation waste intensity; Level of 
protection of threatened species, use 
of fertilizers and pesticides in 
agriculture; compliance with 
Multilateral Environmental 
Agreements 

Human rights 

- Adequate standard of living 
- Property 
- Fair trial 
- Freedom of expression and 

opinion 
- Privacy 
- Cultural life 
- Indigenous peoples 

Human rights compliance record; 
Stakeholder consultation processes in 
place; Inclusion of human rights’ 
clauses in trade agreements; Gender 
equality 
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- Right to water  
- Right to highest attainable 

standard of physical and 
mental health.   

Aside from commonly consulted sources (UN COMTRADE, OECD, Eurostat, UK’s Office for 
National Statistics, European publications and UK Trade Info) the research will involve: 

Table 101. Primary and secondary data sources 

Primary data  Instituto Nacional de Estadística y Censos (Argentina) 
Instituto Brasileiro de Geografia e Estatística (Brazil) 
Dirección General de Estadística, Encuestas y Censos (Paraguay) 
Instituto Nacional de Estadística (Uruguay) 
Global Trade Analysis Project (GTAP) 9 Data Base 
Content of Deep Trade Agreements 
World Input-Output Database 
WTO-OECD TiVA Database (Trade in Value Added) 
Amadeus, European subset of Orbis (Source: Bureau Van Dijk) 
The Economist Intelligence Unit's Country Profiles  
EIU Country Data 
Eurostat New Cronos - ESDS International 

Secondary data  Cahiers des Amériques latines 
Economics and politics 
Enoikos 
European company and financial law review European competition 
journal 
European diversity and autonomy papers 
European environmental law review 
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