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The Impact of TTIP on Brazil
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The world is facing a significant transformation process supported
by new paradigms: revolutionary innovations in all fronts, new infor-
mation technologies, huge and speedy mobility of capital, invention of
risky financial tools, and globalization of production. The impact of
these phenomena on trade and trade activities is strong and drastic,
leaving not much time for the postponement of decisions. 

The trading system is facing serious challenges caused by these
transformations: difficulty in concluding the 15-year-old multilateral
negotiation at the World Trade Organization (WTO); the multiplica-
tion of preferential trade agreements (PTAs); and the necessity to
reinvent trade rules used to support global value chains.

Given the difficulties encountered in the Doha Round to adapt old
trade rules to new realities, the United States and the European
Union (EU) decided to launch a new profile of PTAs, including mega-
regional trade agreements such as the TTIP (Transatlantic Trade and
Investment Partnership) and the TPP (Trans-Pacific Partnership),
encompassing half of world trade.

More than the reduction of tariffs, these mega-agreements aim to
define a new structure and new modalities for all kinds of non-tariff
barriers to trade, along with new rules for important trade-related
issues such as investment and competition, and new concerns as envi-
ronment, climate, labor, food scarcity, animal welfare, privacy stan-
dards and mounting consumer pressure. 

Brazil, as a global but relatively small international trader, has opted
for giving priority to the multilateral track, where it assumed it could
influence the game and better defend its interests. However, the con-
clusion of the Doha Round is more difficult to achieve than expected.

1The authors would like to thank their research team members Carolina Müller, Rodolfo
Cabral, Belisa Eleoterio, and Thiago Nogueira.
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Moreover, most countries have chosen another path: to increase
their trade through negotiations of PTAs. On the one hand, this strat-
egy creates new market opportunities. On the other hand, it results in
the fragmentation of international trade regulation, creating conflicts
and lack of transparency.

Nonetheless, this new reality must be confronted. The EU is
changing its priorities from the WTO and smaller PTAs and has
opted for a new  challenge— a negotiation with its most controversial
trade partner, the United States. The creation of the TTIP is a revolu-
tionary initiative for the trading system. It will surely benefit the two
parties to the negotiation. But at the same time it will create an uncer-
tain scenario for all other trade partners, because, due to its size, it will
establish a new system of rules, probably in conflict with the WTO
because it will discriminate between elements that are included and
elements that are excluded from this PTA. New rules will occur in
areas expanding WTO rules (WTO-plus), such as services and intel-
lectual property, but rules will also be generated in new areas, such as
environment, climate change, labor, investment and competition
(WTO-extra rules).

A study of current TTIP proposals demonstrates quite clearly that
the main focus of this agreement will be on the elimination of non-
tariff barriers and the creation of better regulatory coherence. The
most important proclaimed achievement will be the construction of
the 21st century trading system. For outsiders, this raises concerns
regarding the role to be played by the WTO.

The Growth of Preferential Trade Agreements

International trade is undergoing significant and complex change
that represents a great challenge to Brazilian foreign trade policy. The
deadlock in multilateral negotiations under the WTO Doha Round
has led major players in international trade, notably the United States
and the European Union, to focus on the negotiation of preferential
trade agreements (PTAs), where they could advance trade rules, lower
trade barriers and promote integration with their partners, signaling
the rules they want for the present century. 
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Figure 1 shows that there has been a huge increase in the number
of Preferential Trade Arrangements (PTAs) in the past years, pointing
to the importance that these agreements have acquired in the regula-
tion of international trade flows. 

The first generation of PTAs sought to reduce or eliminate tariffs
in goods between partners. This preferential access could either
increase international trade flows, due to the market liberalization
promoted by the agreement (trade creation) or to divert flows from
more competitive players (trade diversion).

The following generation of PTAs has promoted, besides tariff
reductions, the negotiation of rules on subjects not fully addressed by
the multilateral system, establishing a relevant framework of trade
regulation on the regional level, affecting not only the partners of the
respective PTA, but also influencing multilateral negotiations.

The current generation of PTAs keeps the trends of the previous
agreements, but go further. These deep-integration PTAs promote
greater coordination and harmonization between trade partners, facil-
itating the establishment of production chains on the regional level,
contributing to the major trade phenomenon of the 21st century:
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Figure 1. Preferential Trade Agreements Notifications (1948–2012)
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global value chains. The TTIP between the EU and the United
States, and the TPP between the United States, Australia, Brunei,
Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singa-
pore, and Vietnam, are the most ambitious negotiations of these next
generation PTAs. 

The negotiations of these two agreements present an ambitious
agenda, with substantial elimination of tariffs in goods, enlargement of
market access in services and government procurement, harmoniza-
tion and mutual recognition of technical, sanitary and phytosanitary
measures.

Besides ambitious schedules of preferential tariffs, modern PTAs
have a broad regulatory framework to deal with bilateral interna-
tional trade flows of goods and services. This set of rules deals with
several trade-related activities and may have a direct impact on mar-
ket access of the preferential trade partners. These rules, whether
WTO-plus or WTO-extra, often surpass the scope of the agreements
of the multilateral trading system, and encompass themes not regu-
lated by the WTO. 

This proliferation of PTAs, with rules that promote deep integra-
tion between partners, has an important effect on international trade
flows, since countries that participate in these agreements have a
wider market access, provided both by the reduction of tariff and non-
tariff barriers, as well as harmonization of trade rules, trade facilita-
tion, and other factors. Yet countries that do not participate in any
PTA tend to suffer losses in their share of exports to other countries,
because products from preferential partners have preferential access,
and can be more competitive when enjoying the benefits conferred by
the PTA.

Preferential Trade Agreements and Brazil

For many years Brazil has prioritized multilateral negotiations in
detriment of preferential ones. The rationale behind this option was
that the country would have greater bargaining power if negotiating
in the multilateral forum together with other developing countries.
But with the stalemate of the Doha Round, Brazil needs to change its
strategy and reformulate its trade policy. Two priorities deserve deep
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discussion: the participation of Brazil in new PTAs and the participa-
tion of Brazil in a world of global value chains. Immobilization will
result in the isolation of Brazil in international trade.

A relevant issue for the Brazilian agricultural sector will be the
negotiation by the EU of preferential tariff quotas for the United
States. These quotas shall impact and reduce the global tariff quotas
offered by the EU in its agricultural market and can significantly harm
Brazilian exports.

In addition, the enlargement of market access of the trade partners
participating in these two agreements shall have as an effect not only
the increase in trade flows between these parties, but can also reduce
flows from other players such as Brazil to these destinations (trade
diversion), since Brazilian products will not face this privileged market
access.

The agreements will also include several WTO-plus and WTO-
extra rules such as enhanced intellectual property protection, as pro-
posed by the United States in the TPP, regulation of e-commerce,
competition rules, liberalization and protection of investments, regu-
lation of trade related aspects of state owned enterprises, provisions on
small and medium sized enterprises, rules of international supply
chains, among other themes.2 One major concern in the development
of WTO-plus rules in PTAs is that they will eventually affect all trade
players and not only the ones that have directly participated in the
negotiation of the PTA.

The rules of deep integration negotiated within those agreements,
which regulate behind-the-border barriers, such as technical regulations
and intellectual property, are likely to be extended to all other players,
since these rules imply in a modification of the countries’ national legis-
lation to be applied to all goods or services trade within the territory of
the respective country. Therefore, Brazilian products are likely to face
technical and sanitary standards negotiated within the TTIP or

The Impact of TTIP on Brazil 141

2Fergusson I, Cooper, W., Jurenas, R., and Williams, B., The Trans-Pacific Partnership Negotia-
tions and Issues for Congress, Congressional Research Service Report for Congress, June 2013,
pp. 47–48; and Interim Report to Leaders from the Co-Chairs EU-US High Level Working Group
on Jobs and Growth, June 2012.



enhanced intellectual property protection in patents registered in any of
the TPP partners, which may also damage Brazilian exports. 

Brazil will have to adapt to several of the requirements present in
these two agreements without having participated in the drafting such
rules, and thus, without being able to advance its own interests and
perspectives in the regulation of such themes. Therefore, if the coun-
try does not participate in this movement toward negotiation of 21st
century PTAs, it will become a rule-taker instead of a rule-maker,
bearing all the costs related to its late arrival to this new generation of
international trade rules.

The TPP and the TTIP are likely to promote much deeper eco-
nomic integration among their respective members, resulting in the
elimination of several trade barriers, regulatory harmonization, and
creation of regional value chains. The benefits of this deep integration
include an increase in business opportunities (trade in goods and serv-
ices and investments) among the partners as well as the exchange of
know-how and technology through the internationalized production
chain, enhancing the countries’ competitiveness and negatively affect-
ing trade partners that do not participate in this process of regional
integration. 

This chapter presents simulations that show the costs of Brazil’s
isolation. Assuming that Brazil does not sign any PTA with significant
trade partners, and that the TTIP enters into force, this chapter pres-
ents the impact of these agreements on Brazil’s productive sectors and
its main macroeconomic variables. 

TTIP and Brazil

This chapter analyzes TTIP’s implications for Brazil by considering
four different hypotheses. The first considers the effects on Brazil of a
TTIP that only reduces U.S.-EU tariff barriers. The second considers
the effects of tariff reduction plus a partial reduction of non-tariff bar-
riers. The third examines the implications of a complete reduction of
these barriers. A final “audacious’’ alternative is assumed in which
Brazil participates in the TTIP under both a partial reduction of agri-
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cultural tariffs by the U.S. and EU markets, and under a full liberaliza-
tion of their agricultural markets.3

Simulation 1—Impact of TTIP on Brazil

This simulation presents the impact of the TTIP negotiations on
the Brazilian economy. Three different hypotheses are proposed: (i) a
full tariff reduction between the United States and the EU; (ii) full
tariff elimination plus a 50% reduction of non-tariff barriers (NTB);
and (iii) full elimination of both tariffs and NTBs. 

Results

Under the first  hypothesis— full tariff reduction only between the
United States and the  EU— Brazilian exports to the United States and
the EU fall by 0.6%, a decrease of of $0.4 billion. Brazilian imports
from the United States and the EU would fall by 0.4%, a decrease of
$0.3 billion.

Under the second  hypothesis— full U.S.-EU tariff elimination plus
a 50% reduction of U.S.-EU non-tariff barriers (NTB), the most
probable  scenario— Brazil’s exports to the United States and the EU
fall by 5%, a decrease of $3.8 billion. Brazilian imports from the
United States and the EU would fall by 4%, a decrease of $3.1 billion.

Under the third  hypothesis— full elimination of both U.S.-EU tar-
iffs and  NTBs— Brazil’s exports to the United States and the EU fall
by 10%, a decrease of $7.8 billion. Brazilian imports from the United
States and the EU would fall by 8%, a decrease of $6.4 billion.

These comparisons indicate the opportunities lost to Brazil by
remaining outside such negotiations. In addition, since a TTIP agree-
ment is likely to boost U.S. and EU competitiveness and spark addi-
tional U.S. and EU exports, Brazil’s overall share of world trade is
likely to decline. 

The simulation also presents differing results for particular sectors. 
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TTIP results in small losses for most of Brazil’s agricultural sectors,
with a slightly better scenario according to the level of liberalization
of NTBs. One factor that should affect Brazilian agricultural exports
to the EU is that any preferential tariff quotas offered by the EU to
the United States should affect other countries’ market access to the
EU, since the global tariff quotas will be shared by many partners,
with the United States benefiting from a larger share of such a global
quotas. The simulation indicates that Brazilian agricilture would bene-
fit from the elimination of U.S-EU NTBs.

For Brazilian industry, TTIP results are mixed, with in gains for a
number of sectors and losses for others. This can be explained by the
fact that the increase of trade flows and economic integration between
the EU and the United States would create some demand for exports
from other countries as well. 

When the elimination of U.S.-EU non-tariff barriers is taken into
account, the negative impact to Brazil is more significant with regard
to sectoral GDP and trade flows. The trade gains of TTIP will be
obtained less through tariff negotiations than through negotiations of
non-tariff barriers, including technical barriers, sanitary and phytosan-
itary measures, trade facilitation, among others, which nowadays are
the real barriers to trade. 

Considering only the elimination of only tariff barriers in the
TTIP, the simulation shows that the impacts on Brazil is negative, but
not too significant, representing:

1. losses of around 1% in GDP in 16 agrobusiness sectors of 20
sectors considered.

2. losses of around 1% in GDP in 9 industrial sectors of 21 sec-
tors considered.

3. losses in the trade balance in 14 agrobusiness sectors of 20
sectors considered, mainly coffee, meat and meat products.

4. losses in the trade balance in 8 industrial sectors of 21 sectors
considered, mainly leather products, non-metallic products,
and motor vehicles and components.

Under the hypothesis of tariff elimination and a 50% reduction on
NTB, the results are:
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1. losses of 1%–3% in GDP in 15 agrobusiness sectors of 20
sectors considered.

2. losses of 1%–2% in GDP in 14 industrial sectors of 21 sectors
considered.

3. losses in the trade balance in 14 agrobusiness sectors of 20
sectors considered, mainly soya, animal feed, coffee, meat and
meat products.

4. losses in the trade balance in 8 industrial sectors of 21 sectors
considered, mainly leather products, non-metallic products,
motor vehicles and components, and transport material.

Simulation 2—Impact of Brazil’s Participation in TTIP 
on the Brazilian Economy

This “audacious’’ simulation presents the impact to the Brazilian
economy of a hypothetical participation of the country in the TTIP
negotiations.

The hypothesis assumed for such participation are: (i) a full liberal-
ization of both tariff and NTBs; (ii) a 50% reduction of tariffs in agri-
culture for the United States and the EU and a full liberalization of all
other tariffs and NTBs; and (iii) a 50% liberalization of the EU and
U.S. agricultural sectors, 50% liberalization of Brazil’s industry and
services and a full liberalization of non-tariff barriers for all partners. 

When Brazil adheres to the TTIP, its exports register a significant
increase: 

1. a full liberalization of tariffs and NTBs for TTIP results in a
strong increase of 126% of Brazilian exports, corresponding
to a $95.4 billion raise.

2. a 50% reduction of agricultural tariffs plus a full liberalization
of all other tariffs and NTBs results in an increase of 102% of
the country’s exports, corresponding to $77.3 billion. 

3. a 50% reduction of EU and U.S. agricultural tariffs, a 50%
reduction of Brazilian industrial tariffs and a full liberalization
of non-tariff barriers for all partners, boost Brazilian exports
by 121%, corresponding to $91.5 billion.
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4. finally, in a more realistic scenario of 50% reduction of EU
and U.S. agricultural tariffs, a 50% reduction of Brazilian
industrial tariffs and a 50% reduction of non-tariff barriers for
all partners, Brazilian exports increase by 67.6%, correspon-
ding to $51.1 billion.4

In the TTIP, there is a very noticeable increase in the exports of
agricultural products, which explains the gains in the land value and
the valorization of the Brazilian real. 

Regarding imports, when Brazil participates in the TTIP: 

1. full liberalization of tariffs and NTBs results in an increase of
54% increase in Brazilian imports from the United States and
the EU, a $43.1 billion rise. 

2. a 50% liberalization in agricultural tariffs and a full liberaliza-
tion in other tariffs and NTBs results in a 46.5% increase in
Brazilian imports from the United States and the European
Union, a rise of $37.2 billion. 

3. a 50% liberalization of the U.S. and EU agricultural sectors, a
50% liberalization in the Brazilian industrial sector and a full
liberalization of non-tariff barriers for all partners results in a
34.9% increase in Brazilian imports from the United States
and the EU, a rise of $27.9 billion.

4. finally, in a more realistic scenario of 50% reduction of EU
and U.S. agricultural tariffs, a 50% reduction of Brazilian
industrial tariffs and a 50% reduction of non-tariff barriers for
all partners, Brazilian imports from the United States and the
EU increase by 52.9%, a rise of $ 42.3 billion.5

The second simulation also presents different results for particular
sectors of the economy. 

Assuming Brazilian participation in TTIP, there are highly signifi-
cant gains for the majority of Brazil’s agricultural sectors in all three
scenarios. This presents the greatest opportunity costs of Brazil
remaining outside the transatlantic integration process.
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The impact on Brazilian industry is mixed, with both losses and
gains, partly due to the impact of exchange rates.

The audacious hypothesis of including Brazil as a part of TTIP
presents a substantial gain for Brazilian agriculture, but as expected,
losses for several of Brazil’s industrial sectors due to the overvaluation
of exchange rates and the consequent increase of industrial imports.
To make this hypothesis viable, two important tasks are needed: the
Brazilian industry must face arduous work to improve its competitive-
ness, and the Brazilian government should also play its role through
active economic policies. 

In summary:

1. gains from 3% to more than 4% in GDP in 13 agrobusiness
sectors of 20 sectors considered.

2. losses of 1% to 3% in GDP in 19 industrial sectors of 21 sec-
tors considered.

3. gains in the trade balance in 13 agrobusiness sectors of 21 sec-
tors considered, mainly soya, animal feed, vegetal oils, coffee,
meat and meat products.

4. gains in the trade balance in 8 industrial sectors of 21 sectors
considered, mainly leather products, petroleum products; and

5. losses in the trade balance of paper and pulp, chemical, non-
metallic products, motor vehicles and components, machinery
and electronic products.

Conclusion of a U.S.-EU TTIP without Brazilian integration into
pan-Atlantic commerce will represent a serious threat to Brazil. Not only
will Brazil lose international markets, it will be left behind in the negoti-
ations of international trade rules. It will lose its present role as relevant
global rule-maker and assume a secondary role as passive rule-taker. 

In a time of global value chains, Brazil’s integration with these two
major economies is fundamental to the survival of Brazilian industry. 

The analysis presented in this chapter shows clearly that the nego-
tiation of an agreement between Brazil and the EU, now in its final
phase, is an important step forward and should be concluded rapidly,
before the finalization of the TTIP negotiations. 
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But a second step should also be considered  seriously— that of an
agreement with the United States. There is no “trade logic” in an
agreement with the EU without an agreement with the United States
in the case of a succesfull TTIP. 

With the TTIP, a new opportunity is open to Brazil. It is time for
Brazil to review its priorities and to reevaluate losses and gains. The
costs of Brazil´s isolation in the world because of Mercosul’s difficul-
ties should be re-examined with care. It is time for action! 

Technical Annex: 
Simulations on the Impact of TTIP for Brazil

The GTAP computable general equilibrium model was used in the
simulations to evaluate the first round effects of the costs and opportu-
nities for Brazil of the conclusion of the TTIP.6 The GTAP model is a
global comparative static applied general equilibrium model. The model
identifies 57 sectors in 153 regions of the world. Its system of equations
is based on microeconomic foundations providing a detailed specifica-
tion of household and perfect competitive firm behavior within individ-
ual regions and trade linkages between regions. In addition to trade
flows the GTAP model also recognizes global transportation costs.

The GTAP model qualifies as a Johansen-type model. This model
estimates the impacts of external shocks (gains and losses of a PTA)
through a comparative static modeling (before and after the shock).
The solutions are obtained by solving the system of linearized equa-
tions of the model. A typical result shows the percentage change in the
set of endogenous variables (GDP, exports and imports, exchange rate
and land value) after a policy shock is carried out, compared to their
values in the initial equilibrium, in a given environment. The
schematic presentation of Johansen solutions for such models is stan-
dard in the literature.7

The GTAP 8 database combines detailed bilateral trade, transport
and protection data characterizing economic linkages among 129

148 THE GEOPOLITICS OF TTIP

6For a description of the standard GTAP model, see Hertel, T.W., Global Trade Analysis:
Modeling and Applications. Cambridge: Cambridge University Press, 1997.
7See Dixon, P. B., Parmenter, B. R., Powell, A. A., & Wilcoxen, P. J., “Notes and Problems in
Applied General Equilibrium Economics,’’ in C. J. Bliss & M. D. Intriligator (eds.), Advanced



regions, together with individual country input-output data bases
which account for inter-sectorial linkages within regions. The dataset
is harmonized and completed with additional sources to provide the
most accurate description of the world economy in 2007 (the last
available data base for GTAP). 

The main applied protection data used in the GTAP 8 data base
originates from ITC’s MacMap database, which contains exhaustive
information at the tariff line level. The ITC database includes the
United Nations Conference on Trade and Development’s (UNC-
TAD’s) Trade Analysis and information system (TRAINS) data base,
to which ITC staff added their own data. The model transforms all
specific tariffs in ad valorem tariffs. 

In order to capture the first round effects, the simulations were car-
ried out using a standard GTAP hypothesis, which considers perfect
factor mobility for labor and capital and imperfect factor mobility for
land and natural resources. National aggregate supply of factors of
production is exogenous and production technology for firms is given. 

The way the economy variables are affected by horizontal reduc-
tions in bilateral import tariffs of the TTIP partners will depend on
the resulting behavior of domestic relative prices. Domestic relative
prices of the TTIP partners will be altered in such a way that import
competition from the PTA partner will be favored, as the economy
becomes more preferentially open to trade. Overall efficiency in
resource allocation tends to be improved and, by the same token, pos-
sible gains from trade may take national welfare a step up. 

Notwithstanding the aggregate benefits from improved resource
allocation, regions might be adversely affected through re-orientation
of trade  flows— trade  diversion— as relative accessibility changes in
the system. Thus bilateral aggregate gains from trade are not necessar-
ily accompanied by generalized regional gains in welfare. This issue of
trade diversion versus trade creation has been an important one in the
international trade literature, especially in the case of welfare evalua-
tions of preferential trade agreements. 
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