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1 BACKGROUND

With the current supply shortages of certain medical and sanitary products caused by the COVID-19
pandemic, this information note looks at the manner in which such products are treated in RTAs and
the extent to which they are traded between RTA partners.

We follow the methodology identified by the WTO Secretariat. Medical products are defined as six-
digit subheadings in the Harmonized System classified under four categories: (i) medical equipment;
(ii) medical supplies; (iii) medicines; and (iv) PP products, including hand sanitizers and face masks.?

2 RTA TRADE AND TARIFF PREFERENCES

The top 10 exporters of medical products, which account for almost 75 per cent of global exports of
these products, are all parties to RTAs. Belgium, France, Germany, Ireland, Italy, the Netherlands
and the United Kingdom? (all of which are currently party to the EU customs union) are party to 44
RTAs, Switzerland to 31, the United States to 14 and China to 15. Other than Japan, which is a party
to 17 RTAs, the world’'s top 10 importers of these products (accounting for 65 per cent of total
imports) are the same.

Charts 1 and 2 break down total trade by these members in terms of exports and imports with their
RTA partners and with the rest of the world.* Their share of exports of medical products to their RTA
partners ranges from between 27.1 p



Chart 1: Top ten exporters: share of exports to RTA partners
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Source: WTO Secretariat based on data from the RTA Database and UNSD Comtrade.



Chart 2: Top 10 importers: share of imports from RTA partners
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(99.5 per cent in 2020, compared to 84.3 per cent for developing and 68.4 per cent for least-
developed countries (LDCs)).® Less than 11 per cent of tariffs will remain subject to the MFN rates
of duty once all the RTAs currently in force complete the implementation of their liberalization
commitments. For developed countries, only 0.5 per cent of tariff lines will remain subject to duties,
but the figures are considerably higher for developing economies (almost 11 per cent) and LDCs
(almost 19 per cent). The G20 countries have liberalized 82 per cent of their tariff lines in RTAs at
present, and -ig5( )Tj-T.7 (¢)()Tj-- 0.003 Tw 04.3 Tw 041ReTw ( r (ir)-01.3 ()00 Tden(r)-1.6)-5.7 (€)0.7 (r)-8.4e



for medical supplies, medicines and PP products. Developing countries have liberalized their
preferential tariffs to a larger extent in medical equipment than in the other categories.

For the G20, the overall average MFN rate is 4.4 per cent, while the preferential average is less than
half, at 2 per cent. MFN average tariffs are highest for PP products and medical supplies (7.6 per
cent and 6.1 per cent respectively). In comparison, preferential averages are currently 2.1. per cent
and 2.8 per cent



reaction rule, or a change in particle size rule), or a change in tariff classification. More generally,
the combination of multiple requirements within a single rule, such as an additional regional value
content requirement in addition to a change in tariff classification, or a very high regional value
content, or not allowing de minimis content for non-originating materials, may render the actual use
of RTA preferences difficult.

RTAs also have disciplines on exports, with around a third of RTAs explicitly prohibiting the parties
from maintaining or placing new taxes or charges on exports except those permitted under Article
X1 of the GATT, while around half explicitly prohibit export restrictions.” Other provisions found in
over 90 per cent of RTAs that have been notified to the WTO and that are currently in force permit
the parties to use GATT Article XX and GATT Article XXI-type measures to restrict imports for health,
safety and security reasons.®

3 STANDARDS, REGULATIONS AND CONFORMITY ASSESSMENT
One of the issues determining the import of pharmaceuticals and medical products is the recognition

of the exporting country's standards, regulations and conformity assessment procedures by the
importing country. A number of RTAs have sector-specific provisions, including on pharmaceuticals



assessment procedures, marketing authorization and notification procedures for trade. Many of the
provisions are, however, of a “best endeavour” nature, such as encouraging collaboration in
international and regional initiatives to harmonize and align regulations and regulatory activities,
and encouraging the parties to consider regionally developed scientific or technical guidance that is
aligned with international efforts. Mandatory provisions include transparency measures, such as the
identification and publication of available information by agencies authorized by the parties to
regulate these products, and measures related to the granting of marketing authorization. In that
respect, the CPTPP prohibits (a) linking the granting of market authorization to the submission sales



by the importing member.*® In other cases, these functions fall under the more general functions of
a committee on technical barriers to trade.

More generally, WTO members have negotiated and signed bilateral MRAs recognizing conformity
assessment done by regulatory authorities in other members. Such MRAs can speed up the provision
of critical supplies and reduce the cost of conducting inspections of sites in other countries. The
European Union, for example, has MRAs with Australia, Canada, lIsrael, Japan, New Zealand,
Switzerland and the United States.



List of abbreviations

GMP good manufacturing practice
LDCs least-devellJO T9 -0 03814.4J0 Tc( )TCs
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