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Abstract

The Mercosur countries (also known as the Southern Common Market countries) and the European
Union (EU) Member States are among the most important players in global agri-food trade. Both
blocs are significant net exporters of agri-food products, but their production structure and patterns
of specialisation differ significantly. The agri-food sector is an important part of the economies of
both country blocs, but the Mercosur countries have advantages in the production of agricultural raw
materials, while the EU has comparative advantages in highly processed products. The two
groupings also differ in their approach to the sustainability of agricultural production, including
international trade. The negotiated EU-Mercosur Partnership Agreement (EMPA) has the potential
to alter the conditions of competition in the EU agri-food market. The most important element of this
agreement — the EU-Mercosur Interim Trade Agreement — provides for extensive measures
facilitating access to the markets of both sides, including the liberalisation of tariffs on imports of
most agri-food products from Mercosur countries into the EU. Hence, the aim of this article is to
compare the agricultural production potential of Mercosur and the EU countries at the threshold of
the entry into force of the EMPA. In particular, the authors seek to answer questions such as whether
the EU should fear competition from Mercosur countries in the agri-food sector and whether
differences in production potential could pose a threat to EU agriculture. An assessment of the
agricultural production potential of Mercosur and the EU countries was made using comparative
statistical methods, analysis of structural change and dynamics based on selected indicators
commonly used in the literature. The analysis carried out showed that the production potential of
Mercosur agriculture — due to large land resources, low labour costs, export specialisation and less
restrictive regulation — poses a risk of increased competition and price pressure on the EU agri-food
market after the entry into force of the EMPA. This is particularly true for certain sensitive products
such as beef, poultry, ethanol and sugar. As a result, this could lead to a widening of the structural
disparities between European and South American agriculture.

Keywords: agricultural production potential; European Union; Mercosur; sustainable production;
EU-Mercosur partnership agreement

1. Introduction

The Mercosur countries (also known as the Southern Common Market) and the European Union
(EU) Member States are among the most important players in global agri-food trade [1]. In 2024, they
accounted for 9.6% and 12.8% of global agri-food exports and 1.2% and 11.6% of global agri-food
imports, respectively [2]. The significant share of these regions in global trade is a consequence of the
role that the agri-food sector plays in the economies of both blocs, including the productive capacity
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of their agriculture [3,4]. Particularly noteworthy is the rise of Brazil and Argentina as exporters of
agri-food products, a trend observed during the first decade of the 21st century [5]. Both blocs are
significant net exporters of agri-food products, but their production structure and patterns of
specialisation differ significantly. Mercosur countries have advantages in the production of
agricultural raw materials such as beef [6,7], poultry, soybeans and sugar, while the EU has
comparative advantages in highly processed goods, dairy products and high-quality, value-added
foods [8]. This distribution of advantages is related to the different approaches of the two groupings
to sustainable production practices and, consequently, to international trade [9].

The differences in the patterns of trade specialisation of the two blocs are reflected in their
mutual EU-Mercosur agri-food trade. This trade is characterised by a clear asymmetry in turnover,
with EU imports from Mercosur countries far exceeding EU exports to the region. The commodity
composition of mutual trade is also different [10]. The EU mainly imports raw materials and
intermediate products for processing from Mercosur countries (e.g. high-protein soybean meal,
coffee, soybeans, orange juice and unprocessed tobacco) as well as products typical of other climate
zones (e.g. peanuts, citrus fruits) [11,12]. Around a dozen percent of EU agri-food imports from
Mercosur consist of sensitive products for the EU agri-food sector, including beef, sugar, poultry,
meat products, and ethyl alcohol. Conversely, the EU countries export mainly processed products to
Mercosur, such as edible oils, wine, protein concentrates, confectionery and bakery products,
chocolate products, frozen chips, pasta, beer, vodka and whisky [8].

In December 2024, after nearly 25 years of negotiations, representatives of the Mercosur
countries and the EU reached an agreement to conclude the EU-Mercosur Partnership Agreement
(EMPA) between the two parties [13]. A preliminary agreement had already been reached earlier, in
2019. However, due to a number of concerns about the adequate inclusion of environmental and
sustainability issues in the agreement, the talks were temporarily suspended, and negotiations did
not resume until 2023 [14,15]. They renewed talks addressed both the aforementioned issues and the
changed international environment, including growing competition from China and the resurgence
of U.S. protectionism [16,17,18]. On 3 September 2025, the European Commission recognised the
EMPA as a mixed agreement and presented the modalities for its adoption. Pending ratification by
national parliaments, an interim trade agreement is expected to enter into force. The European
Commission has submitted this agreement to the Council (qualified majority required) and to the
European Parliament (simple majority required) for approval [19].

The negotiated EU-Mercosur Partnership Agreement has the potential to significantly alter the
conditions of competition in the EU agri-food market [20]. The most important element of this
agreement, embodied in the EU-Mercosur Interim Trade Agreement (ITA), provides for extensive
measures to facilitate access to the markets of both parties, including liberalisation of tariffs on the
import of most agri-food products from Mercosur countries into the EU [21,22]. This is particularly
important, as the previous experience of the Mercosur countries with tariff liberalisation within the
bloc has shown a positive impact of integration on agri-food trade within this grouping [1,5]. Indeed,
agri-food products are among the most sensitive categories from the perspective of both partners, as
their significance often extends beyond the economic dimension to include social, environmental,
and political issues [3]. From the perspective of EU farmers, the EU-Mercosur agreement raises
concerns about the influx of commodities produced at lower costs and under different regulatory
frameworks, potentially unsustainable, and consequently posing a risk of reduced competitiveness
[23,15].

To-date research has focused primarily on assessing selected components of the agricultural
production potential of individual Mercosur countries [24] and the EU Member States (e.g. Poland
[20]), as well as the production potential of selected sectors [6,7], particularly analysed through the
prism of environmental conditions [25,26]. The research has also examined the trade potential of these
countries in the context of agri-food trade [5,27]. What is lacking in the literature, however, are in-
depth comparative analyses of the agricultural production potential of the Mercosur countries and
the EU as an integrated bloc, in particular analyses that present the current state of this potential, i.e.
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taking into account the new geopolitical conditions after the COVID-19 pandemic and the ongoing
war in Ukraine. This gap is particularly relevant in the context of the current discussions on the
imminent entry into force of the EU-Mercosur Partnership Agreement.

The purpose of this article is to compare the agricultural production potential of Mercosur and
EU countries on the eve of the entry into force of the EU-Mercosur Partnership Agreement. In
particular, the authors aim to answer the questions of whether EU countries, in view of the
agricultural production potential of Mercosur countries, should be concerned about increased
competition from these countries in the agri-food sector and whether differences in production
potential could pose a threat to EU agriculture after the agreement enters into force. Answering these
questions is expected to provide an innovative contribution to the research problem.

The article consists of an introduction, four substantive chapters, and a conclusion. The first
chapter, theoretical in nature, presents the main provisions of the EU-Mercosur Partnership
Agreement, discusses the concept of production potential in the light of the literature, and reviews
selected research studies. The second chapter contains a description of the research method used, i.e.
the formulations and interpretations of the indicators and the data sources. The third chapter
provides an in-depth comparative analysis of the agricultural production potential of Mercosur and
the EU countries, while the fourth chapter presents a discussion of the results. The article concludes
with a final summary and conclusions.

2. Literature Review

2.1. The Main Provisions of the Agreement on Imports of Agri-Food Products from Mercosur Countries to
the EU

The Interim Trade Agreement Trade between the European Union and the Common Market of
the South (EU-Mercosur ITA) is the most important element of the Partnership Agreement between
the parties (EMPA) [19]. It contains provisions aimed at facilitating mutual trade, including trade in
agri-food products. This agreement provides primarily for the liberalisation of tariffs, granting EU
producers greater access the Southern Common Market, as well as Mercosur producers greater access
to the EU market. An important element of the agreement is also the regulation of other areas falling
under the EU’s exclusive competence, such as non-tariff barriers — including sanitary and
phytosanitary measures — as well as trade defence instruments, products with geographical
indications, and trade in the context of sustainable development.

2.1.1. Customs

The provisions adopted in the EMPA for the liberalisation of customs duties on imports from
Mercosur countries to the EU are similar to those applied in other agreements. The complete
elimination of tariffs upon the entry into force of the agreement will occur only for the least sensitive
products in EU imports from Mercosur. Together with products already imported from Mercosur
into the EU at zero MFN (Most Favoured Nation) tariffs, from the date of entry into force of the
agreement, duty-free access to the EU market will be granted to products representing nearly 38% of
the tariff lines relating to agri-food products (Chapters 01-24 of the Combined Nomenclature, plus a
dozen selected lines outside these chapters) [28]. For imports into the EU of more sensitive products
(around 43% of tariff lines), tariffs will be eliminated gradually over a period of four, seven or ten
years. For imports of fresh or chilled fruit and vegetables, the EU will remove tariffs but retain the
entry price system. After the expiry of the transitional periods, duty-free access to the EU market will
apply to products imported from Mercosur covering nearly 81% of the tariff lines relating to agri-
food products.

For sensitive products (more than 300 tariff lines), the EMPA provides for the establishment of
22 tariff-rate quotas (TRQs) on imports from Mercosur to the EU. Within the quotas, it will be possible
to import a certain quantity of products at a zero rate, a fixed preferential rate, or a gradually reduced
preferential rate [19]. Only four quotas provide for a fixed amount of preferential imports each year.
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For the remaining quotas, it was agreed that the volume of products would increase annually until
the target level was reached, usually in the sixth year of the contractual term. For EU imports, quotas
have been established for beef (fresh or chilled and frozen), cheese, eggs, egg albumin, pork, poultry
(bone-in and boneless), milk powder, honey, garlic, ethanol, infant formulae, maize and sorghum,
sweet maize, cane sugar for refining, other sugar, rice, rum, and maize and cassava starch. The most
sensitive products (more than 100 tariff lines), from the point of view of the EU agri-food sector, were
excluded from liberalisation. The exclusions include, inter alia, sheep, lamb and goat meat (except
salted and dried meat covered by the tariff quota), certain milk and cream powder, buttermilk, whey,
certain spreads containing butter, mozzarella, durum wheat, wheat (except seed wheat) and sugar,
except cane sugar for refining.

2.1.2. Other Provisions

The EMPA reaffirms the rights and obligations of the parties under the WTO Agreement on the
Application of Sanitary and Phytosanitary Measures (SPS Agreement), as well as their commitments
to ensure the transparency of SPS measures. Reference was also made to the principles of
regionalisation, equivalence, and precaution. The principle of regionalisation facilitates the
recognition of animal diseases and pest-free areas, allowing exports of plants, animals, and their
products from such unaffected areas [23]. The principle of equivalence allows different regulations
and standards to be considered equivalent if they provide the same level of consumer, animal and
plant health protection. The precautionary principle, in turn, permits the adoption of provisional SPS
measures, including in cases where scientific information is insufficient. The EU-Mercosur ITA also
includes a chapter on dialogues on issues related to the agri-food chain. Its purpose is to create a
platform for the exchange of information between parties on production, processing, distribution and
food safety standards. The EMPA, therefore, does not remove specific non-tariff barriers to agri-food
trade between the parties but rather establishes mechanisms for cooperation and dialogue aimed at
gradually reducing these barriers. The EMPA contains mechanisms based on dialogue and
cooperation rather than sanctions [19].

In addition to global safeguards, the agreement also establishes bilateral safeguard measures
that apply to all products, not only agri-food ones. In response to numerous protests by EU farmers
highlighting the inadequacy of the proposed provisions to the specificities of the agricultural sector,
the European Commission proposed, in early September 2025, to attach a sector-specific bilateral
safeguard clause for the agri-food sector to the agreement [19]. This clause is intended to allow the
temporary restriction of preferential imports from Mercosur to the EU if such imports were to cause
serious damage to the EU agri-food sector. The mechanism of this clause is based on continuous
market monitoring and the possibility of a rapid investigation in the event of a surge in imports or a
decline in prices. In practice, the safeguard measures may involve the temporary suspension of the
tariff-reduction schedule for the product concerned, or a reversion of the tariff preference to the MFN
or base rate (whichever is lower) [23].

An important part of the agreement is the chapter on Trade and Sustainable Development
(Chapter 18). This chapter is intended to ensure that the liberalisation of tariffs in trade between the
EU and Mercosur does not encourage deforestation or lead to a lowering of environmental protection
and labour standards in Mercosur countries [19]. The parties reaffirm their commitments to
implementing the Paris Agreement on climate change and to taking action to reduce deforestation
and promote sustainable development, including through measures related to animal welfare. The
agreement also provides for a mechanism for dialogue and cooperation to monitor the
implementation of the commitments [22]. However, the Trade and Sustainable Development chapter
largely consists of declaratory provisions and lacks effective enforcement mechanisms.

2.2. The Concept of Production Potential

The literature sources on the subject approaches the production potential of a country's or
region's agriculture in various ways. The prevailing general approach views it as a combination of
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resources, production capacity, and external conditions. However, different researchers define the
individual components of potential in more detail, giving them different meanings. The production
potential of agriculture can, for example, be determined by natural resources (such as land and
water), their utilisation methods, natural conditions (climate, biodiversity), labour resources,
technical infrastructure and technologies, and economic conditions [29]. It can also be further
classified according to: climatic conditions — including the distribution of temperatures and the
amount and distribution of precipitation, which determine the length of the growing season and
hydrological conditions; the area, structure, and qualitative characteristics of agricultural land;
livestock populations; the demographic situation in rural areas, which determines labour resources;
and the ownership and size structure of farms [30,31]. Potential can also be understood in a dynamic
sense, meaning that it is not merely a finite sum of resources, but is characterised by the ability to
combine them productively through investment, innovation, and integration into value chains
[32,33]. The FAO adopts an agro-ecological approach, which takes into account components of
potential such as climate, soil, and crop technologies [34]. International institutions such as the OECD
and the World Bank adopt an economic approach, emphasising the role of market conditions,
infrastructure, institutional frameworks, and the regulatory environment in enhancing the capacity
of the agricultural sector [35,36].

According to the approach adopted in the literature, research uses different methods to measure
the production potential of the agricultural sector, both biophysical and economic. Biophysical
measures include, in particular, indicators describing soil quality and fertility, water conditions,
rainfall totals, and temperatures [37,38]. Among economic measures, total factor productivity (TFP)
— calculated using Toérnqvist or Malmquist indices — predominates, often employing Data
Envelopment Analysis (DEA) or Stochastic Frontier Analysis (SFA) models to isolate technical
efficiency and changes in the technological frontier [39,40]. Taxonomic methods (e.g. Hellwig’s
method, TOPSIS) are used to construct synthetic indicators of potential at the district or municipal
level [41]. These are complemented by measures such as investment activity, innovation activity,
R&D spending, and export competitiveness [42]. Cross-country comparisons are based on the
analysis of available data series from FAO, OECD, the World Bank, and FADN/IFCN farm-level
databases [43]. Agricultural economists seek to combine both approaches — that is, to analyse the
productive potential of agriculture from an economic perspective, in a dynamic and spatial context
— by assessing the structure of this potential and the relationships between its individual
components, including the productivity of production factors, technical efficiency, profitability, and
the financial sustainability of farms, complemented by qualitative indicators [44,45,46]. For EU
countries, the impact of the Common Agricultural Policy (CAP) — through subsidies and investment
programmes — on capacity development is also sometimes taken into account [47]. In addition, the
literature points to limitations in the harmonisation and comparability of data, both administrative
data for individual countries and micro-level data, which result in significant underestimation of
agricultural potential. Remote sensing-based monitoring [48] could provide a partial solution to this
problem.

2.3. Review of Selected Research Results

Although the EU and Mercosur countries are important players in global agri-food trade, the
literature sources lack in-depth comparative analyses of the agricultural production potential of the
two blocs as a whole. In particular, there are no studies presenting the current state of this potential,
i.e. taking into account the new geopolitical conditions following the COVID-19 pandemic and in the
context of the ongoing war in Ukraine. The only study known to the authors that compares the
agricultural production potential of the EU and Mercosur ends in 2019 [49]. Existing research has
focused primarily on assessing selected components of the agricultural production potential of
individual EU and Mercosur countries. Differences in production potential and farm efficiency within
the EU have been examined, among others, by Pawlak, Smutka and Kotyza [30]; Tluczak [50];
Smedzik-Ambrozy and Sapa [51]; as well as Guth and Smedzik-Ambrozy [52]. These studies show
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that there is regional variation in the availability of production factors in EU agriculture, which
implies differences in the technical efficiency of farms [50]. It has been found that the level of technical
efficiency in the agriculture of the new EU Member States is higher than in the EU-15 as a whole [52].
At the same time, it has been indicated that higher productivity in agriculture characterises the EU-
15 countries rather than the new Member States [51,53]. Some studies have addressed the production
potential of selected EU countries [54], the Visegrad Countries [55], or even individual EU countries,
such as Poland [20] or Romania [56]. Changes in the production potential of Mercosur countries have
been analysed, among others, by Grytz and Guero (for Brazil's agri-food sector) [57]. In some cases,
analyses have been limited to the production potential of selected sectors, such as beef in Brazil [6,7]
or soybeans in Brazil [24]. Many authors have referred to the production potential of Mercosur
agriculture through the prism of environmental factors [25,58,59], including those related to
deforestation [60]. BaleZentis et al. have, in turn, addressed environmental issues related to EU
agriculture [61].

A separate group of studies consisted of analyses taking into account the impact of the EU-
Mercosur agreement on the EU agri-food sector. Research conducted to date suggests that trade
liberalisation under the agreement will have a negative impact on the agri-food sector of EU
countries, which is considered particularly sensitive [62]. However, as Gohin and Matthews point
out [63], these studies have several limitations. Firs, studies using quantitative methods, including
computable general equilibrium models, considered multiple scenarios rather than the final
provisions of the agreement, not made public until December 2024 [64,65]. Second, the model-based
estimates were mostly produced for individual countries — Spain [66], Ireland [67], Austria [68], the
Netherlands [69], France [70] and Sweden [71]. Third, some research analysed in detail the impact of
the EMPA on the EU agri-food sector but did not employ advanced quantitative methods [8]. Fourth,
other studies focused on the cumulative impact of EU free trade agreements with third countries on
the EU agri-food sector [27]. The most comprehensive study estimating the impact of the EMPA on
the EU agri-food sector, particularly on beef, is that conducted by Gohin and Matthews [63]. This is
because they used the most up to date 2017 GTAP database and incorporated the final provisions of
the agreement, made public in December 2024, into their model. Their estimates show that, as a result
of liberalisation, the income of EU beef producers will decrease by only 0.4% and that of all EU agri-
food producers by only 0.1%. This reduction is therefore considerably smaller than if tariffs on
imports of agri-food products from Mercosur countries to the EU were to be completely abolished.
In 2025, Hagemejer et al. updated the 2019 study prepared for the European Parliament [72] analysing
the impact of the EMPA on the agri-food sector. They took into account the provisions of the
agreement announced in December 2024. The new estimates indicate that tariff liberalisation after the
entry into force of the agreement will contribute to a decrease in EU sugar production by 0.7% and
in beef production by 0.4% [72].

3. Method and Data Sources

An assessment of the agricultural production potential of Mercosur and EU countries was
carried out using comparative statistical methods, analysis of structural change and dynamics [73]
based on selected indicators commonly used in the literature sources. These indicators are shown in
Table 1. They are grouped into six categories: production resources and factors, relationships between
production factors, prices of production factors, gross value added, productivity, and other
qualitative factors determining potential.

Production resources and factors refer to the basic resources (land, labour, and capital) that
determine the scale of agricultural activity. Relationships between production factors describe the
way in which the various factors complement or substitute for one another, thereby affecting
economic efficiency. The prices of production factors represent the cost of using these inputs, which
influences the profitability of agricultural production. Gross value added denotes the newly created
value in agriculture, determining its contribution to GDP. Productivity reflects the efficiency of factor
use, i.e. the output obtained per unit of input.
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Table 1. Indicators relating to agricultural production potential.

Element of production potential

Description

Utilised agricultural area (ha)

Area of arable land (ha)

Land
. Area of permanent crops (ha)
Production resources
Area of permanent grassland (ha)
and factors
Number of emloyed person (by ILO methodology)
Labour
(thousand people)
Capital Net capital stock (USD million)

Land-Labour

Utilised agricultural area per employed person
(ha per person)

Land-Labour

Arable land per employed person (ha per person)

Relations between Labour-Land

Employed person per 100 ha UAA

production factors
Capital-Labour

Net capital stock per employed person
(USD thousand per person)

Capital-Land

Net capital stock per UAA (USD thousand per ha)

Labour cost

Average monthly earnings in US dollar

Prices of production factors
Energy cost

Diesel price in USD per liter

d0i:10.20944/preprints202511.1246.v1

Value in USD billion
Gross value added Share in percent of GDP
Land productivity Gross value added per UAA (USD thousand per ha)
L . Gross value added per employed person
P L
roductivity abour productivity (USD thousand per person)
Capital productivity Gross value added per net capital stock (USD per USD)

Tons of active ingredients or kilos of active ingredients

Pesticide use per ha UAA

Other factors determining
quality of the production

potential

Maximum residue me per k
limits i i

Source: own elaborations based on literature.

To ensure the comparability of the statistics, the data were obtained from the FAOStat database.
Due to the lack of relevant data disaggregated for the Agriculture section, data covering the
Agriculture, Hunting, Forestry, and Fishing sectors combined were sometimes used. The European
Union (EU) is understood to be the 27 EU Member States, excluding the UK. Mercosur is understood
to include the following countries: Brazil, Argentina, Paraguay and Uruguay.

The time frame of the research covers the years 2018-2023. The year 2018 was chosen as the
starting point of the analysis because it was the last year before major negative externalities in the
global economy became apparent — notably, the rise of U.S. protectionism during Donald Trump’s
first presidency, the COVID-19 pandemic, and the war in Ukraine.

4. Research Results

4.1. Factor Resources and Inputs

The agricultural land area of the Mercosur countries is almost 2.4 times larger than that of the
EU, with an upward trend throughout the analysed time frame, except in 2023, while in the EU, the
mentioned area shows a downward trend, except in 2019 (Table 2). The same situation can be
observed for the arable land area, with Mercosur exceeding the EU by approximately 3.4 million
hectares (mIn ha) [74]. On the contrary, the area of permanent crops is around 3 million hectares
smaller in Mercosur than in the EU, while the area of permanent meadows is approximately five
times larger in Mercosur than in the EU. Everything stated above points to the great production

© 2025 by the author(s). Distributed under a Creative Commons CC BY license.


https://doi.org/10.20944/preprints202511.1246.v1
http://creativecommons.org/licenses/by/4.0/

Preprints.org (www.preprints.org) | NOT PEER-REVIEWED | Posted: 18 November 2025 d0i:10.20944/preprints202511.1246.v1

8 of 22

potential of the Mercosur countries, though in a different direction, as the larger area of permanent
meadows indicates the livestock specialisation of Mercosur agriculture.

Table 2. Agricultural Land Area, in ha million.

Mercosur European Union
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023
Agricultural Land  387.52 388.31 389.51 390.00 391.19 388.56 163.73 164.96 162.88 162.63 162.45 160.83
Arable Land 102.34 102.97 104.02 104.36 105.42 102.79 9897 99.37 9755 97.60 9734 97.38
Land under
Permanent Crops
Permanent Meadows

895 895 89 89 895 895 1196 1205 11.84 11.88 12.12 12.12

276.23 276.38 276.53 276.68 276.83 276.83 52.80 53.54 53.48 53.14 53.00 53.03
and Pastures

Source: own calculations based on [74].

When comparing the number of people employed in agriculture across the analysed country
blocs, it should be noted that approximately 2.2 million fewer employees work in the agricultural
sector of the EU than in Mercosur (Table 3). The tendency toward a decrease in agricultural
employment is common to both regions, with a single exception in 2021, when an increase in
agricultural employment was observed in Mercosur [75,76]. This trend may indicate an increase in
mechanisation processes in the agricultural sectors of both blocs, a decline in the attractiveness of
agricultural employment, natural migration processes, and other related factors. The net capital stock
in agriculture, forestry, and fishing is approximately 912 billion USD higher in the EU than in
Mercosur, indicating a greater capacity in the EU economies to produce goods and services. This, in
turn, leads to higher potential output and economic growth, as more capital can be used to enhance
productivity in the analysed sector. Mercosur tended to reduce its net capital stock in agriculture,
forestry, and fishing in 2019 and 2020, with an increase observed toward the end of the analysed
period. In contrast, this indicator decreased in 2019 and 2022 in the EU, while increasing in the
remaining years.

4.2. Relationships Between Production Factors

During the analysed period, the Mercosur countries had approximately twice as much
agricultural land per employee as the EU countries (Table 4). This indicates that agriculture in
Mercosur is more extensive and land intensive. Conversely, the number of people employed per 100
hectares of agricultural land was almost twice as high in the EU as in Mercosur, suggesting that EU
agriculture is more labour-intensive [43]. The net capital value per employee was several times higher
in the EU than in Mercosur, meaning that EU agriculture is more capital-intensive and mechanised.
This is also confirmed by the data on the net capital value per hectare of agricultural land.

Between 2018 and 2023, both country blocs experienced an increase in their net capital per
employee and per hectare of agricultural land. During the analysed period, the value of net capital
per employee in the Mercosur countries increased by nearly 28.9%, while in the EU it grew by 21.8%
[43]. At the same time, the net capital value per hectare of agricultural land in the Mercosur countries
rose by 26.3%, compared with only 10.2% in the EU. Despite the higher growth dynamics observed
in the Mercosur countries, the differences in the capital intensity of agriculture between Mercosur
and the EU have further deepened. The EU continues to steadily increase its capital expenditure,
while Mercosur maintains a more extensive agricultural system. At the same time, the number of
workers per 100 hectares of agricultural land in the EU has significantly decreased, which may
indicate rising labour productivity.

Table 3. Labour and Capital Inputs in Agriculture.

Mercosur European Union
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023
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Employmentin ¢« 910,628.610,276.610,999.210,852.710,441.2 8,963.4 8,762.8 8,582.5 8,332.9 8,237.4 7.966.7

Agriculture, 9 4 1 1 8 4 9 7 9 6 4
in thousand persons
Net Capital Stocks
(Agricultu.re,. 14706 14170 130.86 15150 179.76 185.53 1,031.51,002.41,031.01,125.21,101.41,116.6
Forestry and Fishing), 3 3 7 8 1 2
in USD billion

Source: own calculations based on [75,76].

Table 4. Relations between Factors of Production in Agriculture.

Mercosur European Union
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023
Number of Employees per 100
ha
of Agricultural Land,
persons/100 ha

275 274 264 282 277 269 547 531 527 512 507 495

Area of Agricultural Land
per 1 Employed in Agriculture, 36.34 36.53 37.90 35.46 36.05 37.21 1827 18.82 1898 19.52 19.72 20.19
ha/person

Net Capital Value per 1
_ Employed 1379 1333 12.73 1377 1656 17.77 115.08 114.39 120.14 135.04 133.71 140.16
in Agriculture, thousand
USD/person
Net Capital Value per 1 ha
of Agricultural Land, thousand 0.38 0.36 0.34 039 046 048 6.30 6.08 6.33 6.92 6.78 6.94

USD/ha

Source: own calculations based on [43].

4.3. Prices of Production Factors

Auvailable statistics for selected Mercosur and EU countries showed that labour costs (expressed
as average monthly agricultural wages) and energy costs (expressed as diesel price) in the Mercosur
countries were lower than in the EU (Figure 1). For example, the average monthly earnings in
agriculture, forestry, and fishing in Brazil in 2023 amounted to only 25% of the average monthly wage
in Poland, 15% of that in Italy, and less than 10% of that in the other selected countries — Belgium,
Denmark, France, Germany, and the Netherlands [77]. The differences in diesel prices between
Mercosur and EU countries were smaller than those for average monthly wages in agriculture,
forestry, and fishing. For instance, in October 2025, the price of one litre of diesel in Brazil was about
one-third lower than in Poland and about half the level recorded in the other EU countries mentioned
[78]. Lower labour and fuel costs therefore translate into lower production costs in Mercosur
agriculture, making its products more price-competitive in foreign markets, including in the EU
market.

Average monthly earnings in Agriculture,

forestry and fishing in 2023, in USD Diesel price in October 2025, in USD per liter
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Figure 1. Labour and energy costs in selected Mercosur and EU countries. Source: own elaborations based on
[77,78].

4.4. Efficiency of Production Factor Use

The value added in agriculture, forestry, and fishing in the EU was, on average, about 95.5%
higher than in the Mercosur countries during the analysed period (Table 5). The largest difference
between the two blocs was observed in 2019 (around 125%), while the smallest occurred in 2023
(around 67.5%) [79]. This significant disparity demonstrates that the EU has been more successful
than those of Mercosur in increasing the market value of their agricultural products through
processing, product and brand development, and the expansion of agro-service offerings, among
other factors. The dynamics of value added in agriculture, forestry, and fishing did not vary greatly
between Mercosur and the EU. An upward trend was observed in Mercosur between 2020 and 2023,
and in the EU from 2021 onwards. This positive tendency suggests that both regions not only
acknowledge the importance of transforming their agricultural sectors but are also actively
promoting the shift from raw material production to higher value-added processing.

Table 5. Value Added of Agriculture, Forestry and Fishing.

Mercosur European Union
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023

Value Added in Agriculture,

Forestry 116.36 110.30 116.59 154.39 164.04 180.88 254.50 247.74 246.45 273.79 284.76 302.93
and Fishing, in USD billion
Share of Value Added
(Agriculture, 6.18 642 754 827 757 767 158 157 159 156 1.68 1.63

Forestry and Fishing) in GDP, %

Source: own calculations based on [79].

Table 6. Efficiency of Production Factors Use.

Mercosur European Union
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023

Land Productivity (Value
Added per Agricultural 300.27 284.05 299.32 395.87 419.33 465.51
Land), USD/ha
Labour Productivity
(Value Added per1  10,912. 10,377. 11,344. 14,036. 15,114. 17,323. 28,393. 28,271. 28,714. 32,856. 34,569. 38,023.
Person Employed), 53 45 94 41 93 59 04 92 91 57 11 87
USD/person

1,554.3 1,501.8 1,513.0 1,683.5 1,752.8 1,883.4
9 5 9 6 7 8
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Capital Productivity
(Value Added per Net
Capital Stock)

1 USD/1 USD

Source: own calculations based on [43].

079 078 08 102 091 097 025 025 024 024 026 027

Despite the differences in absolute values described above, the shares of value added in
agriculture, forestry, and fishing in the GDPs of the two regions differ in another way. On average,
this share amounted to around 1.6% in the EU, compared with approximately 7.3% in Mercosur
during the analysed period [79]. Furthermore, a consistent upward trend was observed in the
Mercosur countries (except in 2022), whereas in the EU, the share of value added increased only twice
— in 2020 and 2022. Consequently, agriculture, forestry, and fishing contribute a significantly larger
share to the economic output of Mercosur, making them more important for the economies of its
member countries. In contrast, other sectors — such as industry and services — play a more dominant
role in generating GDP in the EU.

Land productivity in the EU is, on average, 4.6 times higher than in Mercosur over the analysed
period, reflecting greater agricultural efficiency, stronger food security, and more favourable
economic development prospects for the EU (Table 6). Labour productivity is also higher in the EU
than in Mercosur — by approximately 2.4 times on average during the analysed period — indicating
greater efficiency resulting from factors such as advanced technology, higher worker skills, and more
effective management practices in EU agriculture compared with that of the Mercosur countries [43].
Despite the differences mentioned above, the trend in labour productivity is similar in both regions,
showing a decline in 2019 followed by an increase throughout the remainder of the analysed period.

A completely different situation, however, is observed when assessing the efficiency of capital
use in agriculture in the two blocs. This indicator is approximately 3.6 times higher in the Mercosur
countries than in the EU during the analysed period (average values: Mercosur — 0.89; EU — 0.25).
This, in turn, suggests that Mercosur countries are able to generate higher agricultural output with
lower levels of capital investment — such as machinery, technology, and financial resources —
leading to greater profitability and productivity by producing more value from the same amount of
capital or achieving similar results with less capital input.

4.5. Output of Basic Agricultural Products

When analysing livestock dynamics, the difference in the number of cattle and buffaloes between
the two blocs is particularly striking, as it represents the largest disparity among the livestock types
examined (Table 7). On average, the Mercosur countries had almost four times more cattle and
buffaloes than the EU during the analysed period. Moreover, the trend for this livestock category is
upward in Mercosur throughout the entire period under review, whereas it is downward in the EU
[80]. Other livestock types in which Mercosur countries surpass the EU are goats and poultry. On
average, Mercosur has approximately 1.4 times more goats and 1.1 times more poultry than the EU.
The dynamics of these livestock types also differ between the two regions: in Mercosur, the number
of goats shows an upward trend (with a single exception in 2021), while in the EU it declines.
Similarly, poultry numbers increase steadily in Mercosur but fluctuate in the EU, with growth
observed in 2019, 2020, and 2022.

At the same time, the EU surpasses Mercosur in the number of swine and sheep. The EU has
almost 2.9 times more pigs and 1.5 times more sheep than the Mercosur countries. However, despite
this seemingly favourable situation, the dynamics are far less positive: the number of pigs in the EU
shows a downward trend (except in 2020), whereas in Mercosur it tends to increase (except in 2019
and 2023). Similarly, sheep numbers in the EU have been declining, while in Mercosur they show an
upward trend, with a temporary decrease observed only in 2021.

Table 7. Livestock, in million heads.

© 2025 by the author(s). Distributed under a Creative Commons CC BY license.


https://doi.org/10.20944/preprints202511.1246.v1
http://creativecommons.org/licenses/by/4.0/

Preprints.org (www.preprints.org) | NOT PEER-REVIEWED | Posted: 18 November 2025 d0i:10.20944/preprints202511.1246.v1

12 of 22

Mercosur European Union
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023
Cattle and
29496 296.66 299.01 305.50 314.45 31995 7830 7762 77.02 7618 7529 7422
Buffaloes

Swine/pigs 4791 4717 48.06 4941 5137 50.37 143.52 143.15 14591 141.68 134.41 132.86
Sheep 3998 41.60 41.84 4044 4046 4066 6324 6247 6146 6051 59.01 58.16
Goats 1566 1641 1692 1630 1647 1715 1219 1213 1198 11.75 11.26 10.71

Poultry Birds 1,650.46 1,662.43 1,683.05 1,730.38 1,774.90 1,782.60 1,567.23 1,580.91 1,604.80 1,562.75 1,563.65 1,562.00

Source: own calculations based on [80].

When comparing the dynamics of plant product production in the EU and Mercosur, it should
be noted that, overall, cereal production was approximately 1.3 times higher in the EU during the
analysed period (Table 8). However, two crops in particular — rye and rapeseed — stand out,
showing the largest production differences between the two regional blocs: rye production was about
46.8 times higher and rapeseed about 43 times higher in the EU than in the Mercosur countries [80].
Other plant products produced in greater quantities in the EU than in Mercosur include wheat (4.8
times), barley (9.4 times), and sunflower seeds (2.5 times) on average over the analysed period.
Therefore, these crops can be seen as major opportunities to increase the EU’s agricultural export
volumes to Mercosur. Conversely, Mercosur countries produce almost 66 times more soybeans and
2.5 times more maize than the EU. Given their competitive prices, these two crops represent an
important opportunity for import diversification in the EU countries with strong livestock sectors,
providing an alternative source of feed imports.

Table 8. Production of Basic Agricultural Products, in million tons.

Mercosur European Union
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023
Cereals 183.45 216.51 223.24 210.05 238.63 228.81 274.54 299.87 286.29 298.19 271.42 272.17
Wheat 25.15 27.14 2820 27.39 34.75 2292 12451 139.43 126.42 138.18 134.30 133.48
Barley 578 483 461 538 6.72 597 50.15 5559 5467 5209 5199 47.38
Maize (corn) 131.48 164.38 168.98 153.66 174.28 178.12 69.00 70.10 67.31 73.02 5297 6104
Rye 009 010 023 015 024 019 614 837 894 796 746 756
Rape or colza seed 017 022 027 036 054 087 1792 1529 1656 16.95 19.42 19.59
Soya Beans 168.08 180.93 183.62 193.26 173.15 188.03 291 281 268 271 251 286
Sunflower Seed 372 400 297 336 413 515 10.00 1028 9.03 1039 933 9.83

Raw cane or beet sugar
(centrifugal only)
Beef and Buffalo Meat
(primary)

Meat of pig with the bone,
fresh or chilled
Poultry Meat 1595 16.09 16.36 1699 17.21 17.45 13.08 13.30 13.45 13.06 12.87 13.16
Milk (total) 48.75 49.61 50.93 51.31 50.64 51.06 156.74 158.28 160.29 159.77 160.00 160.84

Source: own calculations based on [80].

30.29 30.00 40.84 37.87 4203 N/A 1816 1724 16.01 1752 16.11 N/A
1405 1440 1417 1383 1463 1551 709 699 693 690 6.74 648

5186 53.94 57.14 6139 6504 66.10 250.92 247.51 247.31 251.91 239.03 221.92

A completely different pattern emerges when comparing meat production between the two
regions. Similar to livestock numbers, the Mercosur countries produced more beef and buffalo meat
(around 2.1 times) and poultry meat (about 1.3 times), while the EU produced roughly four times
more pig meat during the same period. This could represent an opportunity for EU countries to
diversify their imports of these types of meat, while at the same time introducing additional
competition for those specialising in exports. As for milk production, the EU produced approximately
3.2 times more milk than Mercosur countries during the analysed period. This, in turn, represents a
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significant opportunity for the EU’s milk production and processing industries to expand their export
destinations by introducing their products to the Mercosur market.

4.6. Factors Determining the Quality of Agricultural Production Potential

The analysis of agricultural production potential also requires an assessment based on
qualitative indicators. In the context of the Mercosur countries, the scale of pesticide use (measured
by the consumption of active substances in plant protection products) is particularly important.
Farmers in these countries are not required to comply with many of the production-related standards
that apply to EU farmers [81]. Hence, farmers in Mercosur countries are able to produce food more
cheaply. In particular, the use of many pesticides banned in the EU — which contribute to higher
yields — is still permitted in Mercosur countries. Brazil, for example, uses around 3,670 types of
pesticides, about 30% of which have been banned in Europe for nearly two decades [82].
Approximately 60% of all plant protection products used in Brazil are herbicides, while the remaining
40% is split roughly evenly between fungicides and insecticides. The five main crops — soybeans,
maize, cotton, sugarcane, and green pastures — account for 87% of Brazil’s total pesticide use, with
soybeans alone responsible for 54% of all pesticides applied in the country. This is due not only to
the vast area under cultivation of this crop, but also to the widespread use of zero-tillage farming,
where site preparation for sowing is limited to chemical weed control, and to the popularity of
genetically modified (GMO) varieties resistant to herbicides. It is worth noting that although many
GMO varieties are resistant to pests, this resistance does not extend to all pest species, necessitating
the continued use of insecticides. Several fungicide treatments are also routinely applied [83].
According to the Brazilian Institute of Environment and Renewable Natural Resources IBAMA), the
most commonly used pesticides in Brazil in 2022 included glyphosate, 2,4-D, atrazine, mancozeb,
acephate, chlorothalonil, diquat, glufosinate ammonium, chlorpyrifos, methomyl, and paraquat. Of
these products, only the first two are authorised for use in the EU [83].

FAO data [84] show that 800.7 thousand tons of active substances contained in pesticides were
used in Brazil alone in 2023, compared with only 292.3 thousand tons in the EU-27. The most
commonly sold active substance in Brazil was glyphosate, with 253.3 thousand tons sold [83]. In the
EU, glyphosate is permitted but only under specific conditions. More than 40% of the pesticides sold
in Brazil were classified as Class II (very hazardous to the environment), and over half as Class III
(hazardous). This record level of pesticide use is sometimes referred to as “agrotoxicity” [82]. The
sales figures are consistent with statistics on pesticide application per hectare (Figure 2). In 2023, 12.6
kg of active substance per hectare was applied in Brazil and 6.33 kg/ha in Argentina, compared with
1.73 kg/ha in Poland and 2.67 kg/ha in the EU [84].
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Figure 2. Pesticide use in 2023, in kg of active substance per ha of agricultural land. Source: own elaborations
based on [43].

© 2025 by the author(s). Distributed under a Creative Commons CC BY license.


https://doi.org/10.20944/preprints202511.1246.v1
http://creativecommons.org/licenses/by/4.0/

Preprints.org (www.preprints.org) | NOT PEER-REVIEWED | Posted: 18 November 2025 d0i:10.20944/preprints202511.1246.v1

14 of 22

The differences in production standards between Mercosur countries and the EU are well
illustrated by statistics on the amount of authorised active substances and the maximum residue
limits (MRLs) for these substances [85]. In addition to the aforementioned 30% of active ingredients
used in Brazil that have been banned in the EU, it should be noted that the maximum residue limits
(MRLSs) allowed in agricultural products are significantly higher in Mercosur countries than in the
EU (Table 9) [25]. They range from 10 times higher levels for glyphosate in coffee to 400 times higher
thresholds for other pesticides, such as malathion in beans.

Table 9. Examples of maximum residue limits in the EU and Mercosur (mg/kg).

Pesticide Product EU Brazil
Glyphosate Coffee 0.1 1 (x10)
Glyphosate Sugar cane 0.1 1 (x10)
Glyphosate Drinking water 0.1 500 (x5,000)

Chlorothalonil Soya 0.01 0.5 (x50)

Carbaryl Apples 0.01 2 (x200)

Atrazine Corn 0.05 0.25 (x5)

Acephate Lemon 0.01 0.2 (x20)
Malathione Bean 0.02 8 (x400)

Source: own elaborations based on [25].

EU countries also have a different approach to genetically modified (GM) crops than Mercosur
countries. In the EU, it is possible to grow only one GM crop — maize — and only in Spain and
Portugal. The Mercosur countries, in turn, are global leaders in terms of GM crop acreage. In 2024,
Mercosur countries account for 46.5% of the global GM crop area (97.6 million hectares) [86]. Brazil
has the second-largest area under GM crops in the world, after the United States, and Argentina the
third largest.

The EU therefore applies double standards in the area of pesticide regulations [81,87]. On the
one hand, the use of many active substances is banned in the EU (e.g. atrazine, mancozeb,
chlorpyrifos). On the other hand, pesticides containing these active substances continue to be
produced and exported within the EU. Mercosur countries are among the main recipients of these
products. In other words, EU countries export pesticides to Mercosur while importing agricultural
products from Mercosur that were cultivated using pesticides banned in the EU.

5. Discussion

An analysis of the production potential of Mercosur agriculture indicates a significant risk of
increased competition on the EU agri-food market following the entry into force of the EU-Mercosur
Partnership Agreement. Mercosur countries are less well endowed with fixed assets but make better
use of them. The value of net fixed assets (e.g. machinery, equipment) per employee in the EU is more
than eight times higher than in Mercosur, and per hectare of agricultural land as much as sixteen
times higher. However, capital productivity — i.e. value added per USD of net fixed assets — is
around 3.5 times higher in Mercosur than in the EU. Lower capital expenditures translate into lower
unit production costs, allowing food to be offered at more competitive prices. In this context, the
advantage of the Mercosur countries lies not only in higher production efficiency, but also in lower
production costs resulting from less regulatory pressure, cheaper labour, lower fuel prices, and less
stringent environmental standards.

Hence, it can be expected that the liberalisation of tariffs under the agreement will contribute to
an increase in imports of agri-food products from Mercosur to the EU, as indicated by numerous
previous studies [8,22,63,72]. However, there will not be an uncontrolled influx of food, as the
regulations adopted in the agreement are designed to prevent this [19]. First, transitional periods of
up to several years have been introduced for the import of most products from Mercosur into the EU.
Second, the target volumes of preferential quotas for the import of certain sensitive products into the
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EU are to be reached only after several years of the contractual period. Third, a number of products
sensitive to the EU agri-food sector have been excluded from liberalisation. This means that once the
agreement enters into force, the conditions for importing these products from Mercosur into the EU
will remain unchanged. Finally, the agreement provides for the possibility of activating a bilateral
safeguard mechanism [23], and the European Commission also advocates the establishment of a
specific bilateral safeguard for agri-food products [19].

Much of the debate in public discussion centres on the duty-free or preferential tariff quotas
granted to Mercosur countries for imports into the EU. These mainly concern products that are
characterised both by the strong production potential of the Mercosur countries and by their high
sensitivity from the point of view of the EU agri-food sector. These include beef, poultry, sugar, and
ethanol [23]. Most analyses to date indicate that these tariff quotas will provide sufficient protection
for the EU’s sensitive sectors [22,63,88,89]. The European Commission also argues that the target
volumes of the preferential or duty-free quotas — which normally apply from the sixth year of the
contractual period (and, in the case of dairy products, from the eleventh year) represent a negligible
proportion of total EU production of the products concerned. For example, the quota of 99 thousand
tons carcass weight equivalent (cwe) of Mercosur beef imports into the EU provided for in the
agreement represents only 1.5% of EU beef production and less than half of current EU beef imports
from Mercosur countries (206 thousand tons cwe in 2024). However, farmers argue that the most
valuable cuts — e.g. sirloin, entrecote, and beefsteak — will be imported from Mercosur countries,
and that the share of preferential imports in this segment will be much higher, potentially reaching
several percent.

As much as three-fourths of the agricultural area in Mercosur countries consists of permanent
grassland. This farmland structure favours the development of livestock production, in particular
beef and dairy production — sectors that are important for international trade and highly sensitive
within EU agriculture. Permanent grassland can also be converted into arable land and used to grow
crops such as sugarcane and soybeans, for which demand may increase after the agreement enters
into force [58]. Nonetheless, some authors argue that the liberalisation of tariffs and the expansion of
export-oriented production of certain commodities in Mercosur countries may contribute to
increased deforestation [24,90,91] and higher greenhouse gas emissions [26,92]. The EU Deforestation
Regulation (EUDR) [93], which will also apply to products imported from Mercosur after the
agreement enters into force, is intended to combat deforestation [94]. From the end of 2025, only
deforestation-free products will be allowed to enter the EU market, including soybeans, beef, palm
oil, timber, cocoa, coffee, and rubber. The EU is the world’s second-largest importer of emissions
embedded in tropical land conversion and associated activities, surpassed only by China. Brazil is
the largest single exporter of agricultural products to the EU, with imports from Brazil accounting
for around 30% of the EU’s total embedded deforestation between 2005 and 2017 [95,96].

The differences in crop and livestock production standards — particularly regarding
sustainability — between the two trade blocs are clearly illustrated by the greater use of pesticides in
Mercosur countries compared to the EU. Farmers in Mercosur countries are not required to comply
with a set of such standards, whereas EU farmers must adhere to them. Hence, farmers in Mercosur
countries are able to produce food more cheaply. Although the agreement contains numerous
obligations for both parties in terms of environmental protection and labour rights, it does not
provide for strict enforcement mechanisms or hard sanctions for non-compliance [21]. In practice,
therefore, trade liberalisation may lead to price pressures on the EU food market and to a widening
of the structural disparities between European and South American agriculture [20]. In response,
some have proposed including mirror clauses in free trade agreements (FTAs) [97,98]. Such a clause
would require that products imported into the EU meet the same environmental, sanitary, and
production standards as goods produced within the EU. This is intended to ensure fair competition
and protect the EU’s high quality and sustainability standards. The lack of effective enforcement
mechanisms for sustainable development is sometimes seen as a shortcoming in the EU’s model for
negotiating FTAs [95-96].
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However, it is important to stress that, regardless of production standards in the Mercosur
countries, under general EU trade rules, any product imported into the EU must meet the strict food
safety standards that also apply to producers operating within the single European market. The EU-
Mercosur Partnership Agreement does not alter this requirement, as food safety and animal and plant
health standards are non-negotiable [3,99]. The EU also retains the right to set maximum residue
limits for pesticides and to maintain a strict approach to genetically modified organisms (GMOs). The
agreement explicitly upholds the precautionary principle, which allows a product to be denied access
to the EU market even if scientific evidence regarding its safety remains inconclusive [23].

6. Summary and Conclusions

The analysis leads to several conclusions. First, the Mercosur countries possess nearly 2.5 times
more agricultural land than the EU, but a comparable area of arable land. Almost three-fourths of
agricultural land in Mercosur consists of permanent grassland (compared to less than one-third in
the EU). The high share of pastures may favour the development of livestock production, particularly
beef and dairy production — sectors that are important for international trade and highly sensitive
from the perspective of EU agriculture. Permanent grassland can also be converted into arable land
and used for the cultivation of crops such as sugarcane and soybeans, for which demand in the EU
may increase after the agreement enters into force.

Second, agriculture in the Mercosur countries is extensive in nature and highly land intensive.
The average agricultural area per person employed in agriculture in Mercosur is almost twice as large
as in the EU. At the same time, the value of net capital per hectare of agricultural land in Mercosur
amounts to only one-tenth of the level observed in the EU, indicating lower mechanisation and a
lower level of technological advancement.

Third, EU agriculture is characterised by high capital intensity and productivity. The value of
net fixed assets per person employed in agriculture is several times higher than in Mercosur
countries. EU agriculture also exhibits significantly higher land and labour productivity: the value
added per hectare of agricultural land is more than four times higher than in Mercosur countries, and
the value added per person employed more than twice as high. This results from a high level of
mechanisation and the use of modern technologies.

Fourth, the production potential of Mercosur agriculture — stemming from its vast land
resources, low labour costs, export-oriented specialisation, and less restrictive regulations on
sustainable production and trade — poses a risk of increased competition and price pressure on the
EU agri-food market after the EMPA enters into force. This applies in particular to certain sensitive
products such as beef, poultry, ethanol, and sugar. However, a flood of cheaper agri-food products
from Mercosur countries that do not meet EU food safety standards should not be expected, as the
mechanisms included in the agreement are designed to prevent this.

Fifth, considerable controversy arises from the differing crop and livestock production
standards, particularly those relating to sustainability. A clear example is the difference in pesticide
use between Mercosur and EU countries. Approximately 30% of the pesticides used in Brazil have
been banned in Europe for nearly two decades. Moreover, the maximum residue limits (MRLs)
allowed in agricultural products are much higher in Mercosur countries than in the EU. The EU thus
applies double standards in the area of pesticides: on the one hand, the use of many active substances
is banned within the EU, while on the other, pesticides containing these substances continue to be
produced and exported.

It is also worth noting that the balance of benefits and costs resulting from the EMPA should be
assessed from the perspective of the entire EU economy as well as the individual economies of the
Member States. The benefits and costs are unevenly distributed across countries and sectors. It can
be expected that for the EU agri-food sector — including Poland — the overall balance will be rather
negative, although the scale of this negative impact will likely be relatively small. Moreover, some
branches of the agri-food sector, such as dairy producers and producers of products with
geographical indications, may actually benefit from the agreement.
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The EMPA has significance that goes beyond trade. Equally important are the geopolitical
benefits, which cannot be easily quantified. The agreement may become a tool for deepening
interregional cooperation and serves the strategic interests of both blocs amid growing pressure from
China and Russia and increasing protectionism in the United States. Particularly relevant in the
context of the EU’s energy transition is access to South American rare earth metals.

The analysis also highlights the need for continuous monitoring of EU agri-food markets after
the agreement enters into force, as liberalisation will contribute to increased imports of certain
products from Mercosur to the EU. Early identification of emerging imbalances would make it
possible to apply the safeguard mechanisms provided for in the agreement, thereby minimising
losses for EU agricultural producers.

The main limitation of this study lies in its focus on comparing the two blocs as whole entities
— the 27 EU Member States on the one hand and the four Mercosur countries on the other. In reality,
the countries within these groupings differ in terms of their agricultural production potential. It
would therefore be valuable to conduct more detailed research that takes into account this intra-
regional diversity.
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