


O comportamento do emprego formal no setor de alimentagdo mostrou €8 mais instavel ao
longo do periodo, mas acompanhou a tendéncia geral observada nos indicadores de atividade. A
literatura internacional sobre H X ] IdMurismo de compras e economias de fronteira indica que
0s impactos sobre o emprego em servigos de alimentacdo tendem a ocorrer de forma indireta e
defasada no tempo, refletindo ajustes graduais na demanda, no tempo de permanéncia dos
visitantes e na complexidade da oferta local. No periodo analisado, a expansao foi mais
significativa em 2021 e 2024. Nesse Ultimo ano, 0os municipios com LFFTs passaram a responder
por 2,2%do emprego do setor de alimentacdo do Rio Grande do Sul.

Figura 23

Share of municipalities with land bor der duty-free shops in formal employment of the food sector
in Rio Gande do Sul — 2018-2024

Source: Annual Social Information Report (RAIS) (Bazil, 2026b).
Note: Municipalities with duty-fr ee shops are Uruguaiana, Porto Maua, Baria do Quari, Jaguardo, Porto Xavier, Sdo Borja
Santana do Liviamento, Quari and Itaqui.

This performance also aligns with the literature that highlights the effects of shopping tourism
incentives on attracting investment, productive diversification and increasing the supply of
services. Growth above the state average suggests that, in municipalities with LBDFS,shopping
tourism has contributed to boosting complementary services, such as food services.
Unfortunately, there are no adequate data for the hotel sector that would allow this type of
assessment for this sector across all municipalities considered.
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THE CASE OF URUGUAIANA: ECONOMIC
PERFORMANCE AFTER THE IMPLEMENTATION
OF LAND BORDER DUTY-FREE SHOPS

COMMERCE DYNAMICS IN URUGUAIANA

Due to its pioneering role in the implementation of the land border duty-free shop regime and its
high representativeness in both the state and national contexts, the municipality of Uruguaiana
constitutes a privileged analytical locus for examining the economic repercussions of this
incentive policy. Uruguaiana's centrality within the LBDFS framework — expressed in sales volume,
number of establishments and intensity of cross-border flows — allows for a clearer observation
of the transmission mechanisms of the policy's direct and indirect effects on the local economy.
The adoption of a focused analysis of this municipality thus follows the logic of an instrumental
case study, in which in-depth observation of a particularly informative context contributes to the
understanding of more general dynamics associated with the regime. It should be noted, however,
that the relatively short maturation period of LBDFS limits the application of robust econometric
impact evaluation strategies, which reinforces the exploratory and interpretive character of the
analysis.

In Uruguaiana, the sales value of duty-free shop retail exceeded R§100 million in 2022 and
reached R$207 million in 2024. The share of duty-free shops in total local retail trade increased,
reaching 8% in 2024.

Figure 24
Sales value and share of land border duty-free shops in retail trade
of the municipality of Uruguaiana — 2018-2024
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Source of raw data: Rio Grande do Sul State Department of Finance (Sefaz-RS).
Uruguaiana City Hall.
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DYNAMICS OF OTHER RETAIL ACTIVITIES IN URUGUAIANA

In Uruguaiana, the performance of traditional retail trade — understood as retail excluding duty-
free shops — shows a growth trajectory very similar to that observed for Rio Grande do Sul as a
whole. Between 2020 and 2023, sales in non-duty-free retail trade in the municipality grew by
about 82%, a percentage very close to the 80% recorded for total state retail. This convergence of
trajectories is relevant from an analytical point of view, as it indicates that the implementation and
expansion of duty-free shops were not associated with significant losses for local traditional retail
trade. On the contrary, the observed behavior is compatible with a dynamic of coexistence and
complementarity between the two segments, suggesting a "win-win" relationship within municipal
commerce.

Figure 25

Sales growth of retail trade in Rio Grande do Sul and retail trade excluding duty-free shops
in Uruguaiana — 2018-2023
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Source of raw data: Rio Grande do Sul State Department of Finance (Sefaz-RS).
Uruguaiana City Hall.

As observed earlier, a recurring point mentioned in the literature is the possible asymmetric
competition between duty-free shops and traditional commerce, which remains subject to regular
taxation. In Uruguaiana, the statistics suggest that the expansion of LBDFS did not compromise
the performance of non-exempt retail establishments. A notable characteristic of duty-free shops
in Rio Grande do Sul and in Uruguaiana is that their expansion occurred mainly through local
merchants already established in retail trade who diversified their operations, which helped limit
the possible adverse effects of the regime on local retail as a whole.
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DYNAMICS OF ACCOMMODATION AND FOOD SERVICES
IN URUGUAIANA

With the spread of duty-free shops in Uruguaiana, a stronger growth dynamic than the state
average is observed in the accommodation and food sectors. Between 2020 and 2023, sales in
these segments in the municipality expanded by about 67%, compared to an increase of 27% in
Rio Grande do Sul as a whole. In analytical terms, this differential is compatible with linkage
effects associated with duty-free retail, which, in the short and medium term, tend to increase the
flow of visitors, length of stay and frequency of trips to the municipality, strengthening demand for
meals, lodging and other related services. As this movement consolidates and becomes more
continuous, it creates an environment conducive to the expansion and diversification of the
service supply, including hospitality, gastronomy and complementary activities. In the longer term,
sustained expansion of these sectors can induce new investments in urban infrastructure, with
implications for construction and other branches associated with the local economy, reinforcing
the role of duty-free shops as a catalyst for structural transformations in the municipality's
productive base.

Figure 26

Change in sales value of the accommodation and food sectors in Rio Grande do Sul
and Uruguaiana — 2018-2026
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Source of raw data: Rio Grande do Sul State Department of Finance (Sefaz-RS).

Another relevant dimension for analyzing the economic repercussions associated with the
consolidation of land border duty-free shops is the demand for intercity passenger transportation
to twin cities. Although it is widely recognized that a significant portion of consumers travel by
private car or tourist buses, regular intercity transportation statistics constitute the only
systematic data source available for the entire analyzed period and, in this sense, function as an
indirect indicator of regional attractiveness. It is observed that since 2019 — a period coinciding
with the beginning of the implementation of duty-free shops — the municipality of Uruguaiana has
increased its relative share as a destination in intercity passenger transportation in Rio Grande do
Sul.
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Figure 27

Share of Uruguaiana as a destination in intermunicipal bus passenger transportation
in Rio Grande do Sul —2019-2025

0.526%

0.506%

0.483% 0.485% 0.492%

0.434%

0.403%

2019 2020 2021 2022 2023 2024 2025

Source: Rio Grande do Sul State Department of Finance (Sefaz-RS).
Note: 2025 figures are cumulative through July.

This consistent increase, although marginal, is analytically relevant because it indicates a gain in
the municipality’'s competitiveness in attracting regional displacement flows, compatible with the
intensification of commercial and tourist activities associated with duty-free shops. Such
movement may reflect both the more frequent displacement of residents of Uruguaiana living in
other municipalities, who begin to make more regular visits and consume in local commerce, as
well as the increase in tourist demand per se, although based on the available data it is not
possible to fully distinguish these vectors.

DYNAMICS OF FORMAL EMPLOYMENT IN URUGUAIANA

In the formal labor market, Uruguaiana also stands out relative to Rio Grande do Sul in the main
sectors associated with the potential short- and medium-term dynamism induced by the
implementation and spread of land border duty-free shops. In commerce, between December
2020 and February 2026, the stock of formal jobs in the municipality grew by 18%, compared to an
expansion of 14% in the state as a whole, a performance consistent with the expected direct and
indirect effects in retail activities operating in contexts of intensified consumer flows. In the food
and accommodation services sector — which mainly covers restaurants and hotels — the
differential is even more pronounced in the same period, with growth of 56% in Uruguaiana
compared to 25% in Rio Grande do Sul, a result broadly consistent with the international literature,
which points to these segments as the main recipients of the linkage effects associated with
shopping tourism and duty-free shops.
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Figure 28

Formal employment trends in trade, accommodation and food services, industry and construction
in Uruguaiana and Rio Grande do Sul —2020-2026
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Source: New General Register of Employed and Unemployed Persons (New Caged) (Brazil, 2026c).
Note: 1. 2026 figures are cumulative through February.
2. Values are expressed as index numbers, with base year 2020 = 100, using the December employment stock.

In the industrial sector, although Uruguaiana also registered expansion above the state average in
the analyzed period (24% versus 13%), greater caution is warranted when interpreting these
results, since the literature suggests that the effects on industry tend to be limited and indirect in
the short term, occurring more slowly and articulated with local productive strategies. The
dynamics of local industry tend to be more conditioned by existing structures than by the
multiplier effects of retail trade expansion. Among the related sectors, it is noteworthy that
construction in Uruguaiana showed a contraction and lower dynamism than the state, a behavior
consistent with the fact that the impacts of this type of policy on real estate investment and
infrastructure tend to materialize only in the medium and long term, as the expansion of
commercial and service activities consolidates in a sustained manner.
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PROFILE OF CONSUMERS AT LAND BORDER
DUTY-FREE SHOPS IN URUGUAIANA

The analysis of the origin of consumers at land border duty-free shops in Uruguaiana is another
central element for evaluating the regime, especially in light of possible concerns associated with
the fact that local buyers — including residents of twin cities — are eligible to make purchases at
duty-free shops, and account for a significant share of total sales, a striking characteristic, though
not unique, of the Brazilian model.

In earlier stages of the study, when examining the average sales value according to municipality
of origin, a tendency toward the expansion of the consumer base and an increase in the average
ticket over time had already been identified. In this section, the focus is on the distribution of
sales according to the buyers' distance from their place of residence and its segmentation
between national and foreign consumers, allowing a more refined analysis of the spatial
dynamics of demand. The results indicate a gradual but consistent change in the composition of
the consumer base of duty-free shops in Uruguaiana. Although, in the first years of the regime's
operation, sales were heavily concentrated among local buyers and residents in the immediate
vicinity of the municipality, this dependence has been decreasing over time. Until 2023,
consumers residing within a radius of up to 50 km accounted for more than half of the total sales
value. From then on, this share follows a downward trajectory, while the presence of foreign
consumers grows significantly, accounting for about 31% of the sales value in 2025, considering
the period accumulated up to September.

Figure 29

Percentage distribution of duty-free shop sales by distance of the buyer from Uruguaiana — 2019-2025
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Source of raw data: Brazilian Federal Revenue Service.
Note: 2025 data are cumulative through September.
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Beyond conjunctural factors, this movement can be interpreted as a process of structural
transition of the regime consistent with its progressive maturation. In initial stages, it is expected
that policies of this type will be strongly anchored in local or regional markets, especially when the
number of establishments is small, the product mix is limited and external public knowledge
about the existence and conditions of the regime is still restricted. With the expansion of the
number of shops, the diversification and sophistication of supply, the increase in the purchase
quota and the consolidation of Uruguaiana as a border commercial hub, duty-free shops begin to
attract more intensely consumers located at greater geographic distances, as well as foreigners
who incorporate the municipality into their regular travel and consumption circuits. This analysis
applies to Uruguaiana, but also to other Brazilian twin cities.

The increase in the share of foreign buyers suggests that Uruguaiana's duty-free shops are
gradually moving from a pattern of operation more oriented toward local and proximity
consumption to a profile closer to that observed in consolidated international duty-free shop
experiences, where external clientele plays a central role. This inflection in the demand base
mitigates some of the criticisms associated with direct competition with traditional local
commerce and reinforces the interpretation that the regime tends, over time, to move away from a
predominantly intra-border logic, assuming a clearer function of attracting additional income and
consumption flows to the territory through national and international tourism.

Finally, the spatial redistribution of buyers — marked by the relative reduction in the share of
residents from the immediate vicinity and the growth in the share of foreigners and more distant
consumers — aligns with the other results presented throughout the study, notably those related
to the increase in the average ticket, the expansion of service sectors and the increase in
Uruguaiana's regional attractiveness. Together, these pieces of evidence reinforce the
interpretation that the LBDFS regime, in the case of this municipality, is in a phase of maturation
and reconfiguration of demand, with relevant implications for its economic sustainability and its
broader integration into the development dynamics of the border strip.







SALES GROWTH PROJECTIONS FOR LAND
BORDER DUTY-FREE SHOPS IN
RIO GRANDE DO SUL

Below are the results of econometric exercises for forecasting sales of land border duty-free
shops in Rio Grande do Sul and Uruguaiana for 2026 and 2027. The sales projections were
prepared based on autoregressive integrated moving average (ARIMA) models, a methodology
widely used in economic time series analysis and forecasting due to its ability to simultaneously
capture trend components, temporal dependence and seasonal patterns derived from the
historical trajectory of the data themselves.

In the context of land border duty-free shops, the use of ARIMA models proves particularly
appropriate, considering the monthly nature of the series, the presence of well-defined seasonality
and the lack of long series that would allow the robust incorporation of exogenous explanatory
variables. The estimates, carried out with information available up to December 2025, indicate the
continuity of the sales expansion process throughout 2026 and 2027, both for Rio Grande do Sul
as a whole and for Uruguaiana, reflecting the persistence of recent growth patterns.

Maintaining the recent trajectory, sales of duty-free shops in Rio Grande do Sul may exceed USS$20
million in December 2027. For the annual total, projections are approximately USS$129 million for
2026 and USS167 million for 2027, which represents annual growth of 42% and 29%, respectively.

Figure 30

Projected sales at land border duty-free shops in Rio Grande do Sul for a 24-month horizon — 2020-2028
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Source of raw data: Brazilian Federal Revenue Service.
Note: Projections were carried out using monthly data available through December 2025.
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In Uruguaiana, maintaining the growth trajectory, the sales value in duty-free shops is expected to
reach approximately US$6.9 million in December 2026. For the annual aggregate, projections are
approximately USS58 million in 2026 and USS65 million in 2027.

Figure 31

Projected sales at land border duty-free shops in the municipality
of Uruguaiana for a 24-month horizon — 2020-2028
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Source of raw data: Brazilian Federal Revenue Service.
Note: Projections were carried out using monthly data available through December 2025.

These results should be interpreted as conditional scenarios, that is, trajectories projected under
the hypothesis of the maintenance of the statistical relationships observed in the past, without
incorporating possible regulatory changes, macroeconomic shocks, or structural alterations in the
LBDFS regime. It should also be emphasized that the projections are associated with increasing
uncertainty intervals over the time horizon, an aspect inherent to ARIMA models, so that their
utility lies less in point forecasting and more in the identification of plausible orders of magnitude
and trends. In this sense, the estimates reinforce the diagnosis of the consolidation of duty-free
shops at a higher level of activity and offer relevant inputs for forward-looking analysis and the
planning of public policies aimed at the development of border regions.

More specifically, it is important to note that the above projections occur in a scenario of the
maintenance of the current monthly quota of USS500 per person for LBDFS. An increase in the
quota, for example, to match that in force at airport duty-free shops (US$1,000), has the potential
to promote two main interrelated movements for boosting LBDFS sales. First, the quota increase
would contribute to reconfiguring the product mix offered, with direct effects on the structure of
sales values. As a growing contingent of consumers already approaches the current limit of
USS500, raising the ceiling would expand the economic space for the incorporation of higher
value-added goods, reducing the fragmentation of purchases over time and favoring more
concentrated consumption decisions. This movement tends to stimulate supply diversification,
with a greater share of electronics, air conditioning equipment, premium beverages, perfumes and
other durable or semi-durable goods, while also reinforcing the movement toward shop
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specialization. From this perspective, sales growth would occur less through an increase in the
number of transactions and more through an increase in the average ticket, contributing to an
expansion trajectory based on value rather than merely on volume.

The second expected movement relates to the expansion of the area of influence of LBDFS,
resulting from the increased economic attractiveness of the regime for consumers located
beyond the immediate vicinity of twin cities. The quota increase reduces the relative cost of
traveling to make purchases at border duty-free shops, making it economically viable to travel
from more distant regions, especially when combined with favorable differences in relative prices
and the possibility of concentrating purchases in a single visit. In this scenario, the quota increase
would accentuate the tendency for LBDFS to no longer serve predominantly local consumers or
transit flows, but rather to become part of the deliberate consumption planning of broader groups,
including foreigners, thereby altering the demand profile and increasing the frequency of
purchases with a higher value per unit. This effect tends to reinforce the regional centrality of
municipalities such as Uruguaiana, Santana do Livramento and Sao Borja, consolidating them as
cross-border consumption hubs.

Moreover, the intensification of consumer inflows tends to produce significant linkages in the
service sector of border regions, contributing to the increasing complexity of the local economic
base. The increase in visitor stay times, associated with larger and more planned purchases,
expands demand for food services, accommodation, transportation, urban logistics and personal
services, in addition to stimulating complementary activities such as parking, temporary storage
and financial operations. This process strengthens the links between LBDFS commerce and the
urban economic fabric, amplifying the multiplier effects of the activity and fostering income and
job creation outside the retail segment itself. In a quota increase scenario, LBDFS thus come to
play not only the role of tax-exempt points of sale, but also that of drivers of a more diversified
and integrated service economy in border strip cities, with impacts that transcend direct
commerce and reinforce the territorial function of the regime.




Foto: Eduardo Rocha/Prefeitura Municipal de Uruguaiana




CONCLUSIONS AND FINAL REMARKS

This study analyzed the policy to encourage land border duty-free shops as an instrument for
economic revitalization in border territories, articulating normative foundations and economic
justifications with descriptive evidence on the recent evolution of the regime in Brazil, with
emphasis on Rio Grande do Sul and the municipality of Uruguaiana. The literature review and
international experiences allowed situating LBDFS within a broader set of policies aimed at
shopping tourism and the organization of commercial flows in border areas. From this
perspective, the Brazilian regime was interpreted as a belated institutional response to historical
competitiveness asymmetries in relation to contiguous foreign localities, in addition to a
compensatory mechanism in the face of structural and institutional restrictions of the border
strip. The study also systematized favorable arguments and recurring controversies about
policies of this nature, highlighting that their effects depend heavily on regulatory design, scale of
operation, demand profile and local conditions of productive integration and service supply.

In the territorial diagnosis, the analysis of subregional development typologies and
socioeconomic indicators showed that the border region and eligible border municipalities tend to
present lower relative performance than state averages in terms of income and demographic
dynamism, with significant regional heterogeneities. In particular, the study highlighted that, in Rio
Grande do Sul, the combination of the absence of robust regional financial instruments (such as
Constitutional Funds), population loss in part of the border municipalities and historical
restrictions on investment accentuates the relevance of specific compensatory policies. In this
context, LBDFS can be analyzed as a mechanism for consumption retention and the stimulation
of the tertiary sector in territories with low productive dynamism, although without the pretense of
structural transformation in the short term.

The analysis of data on the installation and financial activity of LBDFS showed a trajectory of
significant sales expansion in Brazil, with strong concentration in Rio Grande do Sul and the
centrality of Uruguaiana both in terms of the share of the value traded and the number of
establishments. The annual and monthly sales analysis reinforced two main aspects: (a) the
recent and accelerated growth of the regime after its effective implementation; and (b) the
presence of marked seasonality, with peaks concentrated in months associated with
consumption cycles, holiday calendars and regional tourist flows. Additionally, the study
emphasized that the expansion in the number of shops does not merely represent increased
installed capacity, but also reconfigures the supply pattern, allowing for specialization by segment
and greater complexity of the product mix, which tends to alter the elasticity of sales in relation to
seasonal consumer flows and to increase the average ticket. This set of results supports the
interpretation that the regime is in a phase of maturation and consolidation, with growing capacity
to internalize spending previously carried out abroad or in other consumption centers.

In the analysis of the average purchase value, an increase in the share of consumers approaching
the current quota limit was observed, evidencing a greater intensity of use of the regime and
signaling that the policy is consolidating itself not only through the expansion of the consumer
base, but also through an increase in average spending per buyer. This patternis consistent with
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the hypothesis of diversification and sophistication of supply, insofar as the increase in the
average ticket tends to make feasible a larger share of higher-value items, with potential
repercussions on the composition of sales and on local sectoral linkages.

The sections that explored the economic dynamism of municipalities with LBDFS in Rio Grande
do Sul and, in greater depth, the case study of Uruguaiana presented evidence consistent with the
hypothesis that the implementation and consolidation of the regime are associated with more
noticeable direct and indirect effects in the tertiary sector. In particular, the comparative analysis
between traditional retail and duty-free shop retail in Uruguaiana suggested an absence of
significant deterioration in the performance of non-exempt commerce relative to the state
trajectory, which is compatible with a dynamic of coexistence between segments, especially when
a relevant part of LBDFS operators results from the diversification of entrepreneurs already
engaged in local commerce. Furthermore, a more intense relative expansion of food and
accommodation service activities was observed, as well as indications of increased regional
attractiveness of the municipality, including through indirect mobility indicators. Although formal
employment shows greater volatility and some sectors, such as industry and construction,
respond to more structural determinants, the set of evidence points to a dynamic consistent with
the literature on shopping tourism: more immediate effects concentrated in commerce and
services, with possible broader repercussions in the medium and long term, as the activity
stabilizes and expands the supply of services.

A central point of the study refers to the evolution of the spatial profile of consumers in
Uruguaiana, a particularly relevant element in light of the public debate about the characteristic
feature of the Brazilian regime that allows purchases by local residents of twin cities. The results
indicated that, in the first years of operation, the share of consumers residing within a close radius
was dominant, which is consistent with an initial stage of regime diffusion, with greater
dependence on the local and regional market. However, a gradual and consistent change in the
composition of the sales value was observed, with a relative reduction in the weight of the
immediate vicinity and a significant increase in the share of foreign buyers. This movement can
be interpreted as a sign of a structural transition of the regime toward a pattern of operation that
is less intra-border and more associated with the attraction of external flows, consistent with the
increase in the number of shops, the expansion of the product mix, greater awareness of the
regime by national and foreign consumers and the consolidation of the municipality as a regional
consumption hub. This evidence mitigates some of the concerns associated with a strictly local
“substitution effect” and reinforces the understanding that, as the regime matures, it tends to
operate more closely with what is observed in consolidated international experiences, in which
external clientele plays a central role in sustaining the activity.

In prospective terms, the sales projections for 2026 and 2027, estimated by ARIMA models based
on monthly series up to December 2025, indicated the continuity of the expansion process, with
maintenance of seasonality and significant growth both for Rio Grande do Sul as a whole and for
Uruguaiana. The projections should be interpreted as conditional scenarios, useful for identifying
trends and orders of magnitude, without incorporating future structural changes, macroeconomic
shocks or regulatory alterations. Nevertheless, they contribute to reinforcing the diagnosis of
consolidation of the regime at a higher level of activity, providing inputs for planning and for
reflection on economic and institutional implications in the short term.
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In particular, it is noteworthy that a possible increase in the purchase quota — a recurring
hypothesis in public and business debate — could produce significant effects on the dynamics of
the regime. In theory, raising the individual limit could, on the one hand, intensify growth through
an increase in the average ticket, reducing purchase fragmentation and expanding the economic
viability of a product mix more concentrated in goods with a higher value per unit. This could
reinforce processes already identified in the study, such as shop specialization by segment and
greater supply diversification, with direct effects on sales value added and on seasonality. On the
other hand, a higher quota could expand the area of influence of LBDFS by making travel from
more distant regions economically more rational for certain consumer profiles, further
strengthening the role of cities such as Uruguaiana, Santana do Livramento and Sao Borja as
regional shopping tourism hubs. This scenario also tends to intensify indirect linkages with food
services, accommodation, logistics and personal services, increasing the probability of
investments in infrastructure and expansion of the service supply. In the medium and long term, if
a sustained trajectory of increased flows and spending consolidates, it is plausible that the
expansion of services will induce second-order effects on construction, real estate and other
segments associated with the local urban economy, although such effects are conditioned by
structural factors and by the institutional and entrepreneurial capacities of the territory.

Finally, a central methodological caveat must be noted. The availability and nature of the data
used — predominantly administrative and fiscal, with confidentiality restrictions and
heterogeneous coverage across sectors — add to the fact that the LBDFS regime is still recent
from a historical standpoint, with effective operations beginning in 2019 and more accelerated
expansion in subsequent years. This short period limits the ability to carry out robust econometric
exercises aimed at identifying causality, since rigorous impact evaluations require longer time
series, stability of the institutional environment and adequate conditions to construct consistent
control groups and counterfactuals. Given these constraints, the study opted for a predominantly
exploratory and interpretative approach, combining descriptive analysis, relative comparisons and
an instrumental case study. This strategy is appropriate for an initial stage of public policy
evaluation in which the main objective is to identify patterns, trends and plausible hypotheses
about transmission mechanisms and short- and medium-term effects. As more years of operation
accumulate and databases with greater sectoral and territorial disaggregation expand, further
studies will be able to advance the analysis based on more rigorous evaluative designs, capable
of testing causal hypotheses with greater precision and of more robustly quantifying the impacts
of LBDFS on local and regional development along Brazil's land border.

Foto: Divulgagao/Free Shops
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