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Characteristics of vaccine production 

◼ Most candidate vaccines fail in trials

◼ Process is the product

◼ Factories are expensive, take a long time to build/repurpose

◼ Risks even after passing licensing - yield risks, side effect risk

◼ Multiple platforms (inactivated, live attenuated, viral vector, mRNA, DNA, Protein 
subunit)

◼ Specialization by firms and countries. 
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What would a benevolent social planner do?
Huge benefits to accelerating vaccine availability during a pandemic: $500bn/ month 

Implies:

◼ Invest “at risk” with large capacity

◼ Many shots on goal

◼ Diversify across platforms

◼ Productive efficiency

◼ Use evolving information

◼ Repurpose as needed

◼ Maintain  idle capacity and stockpiles of intermediate inputs for the next pandemic
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◼ Estimate the value of additional vaccine capacity at  $600 - $1,000 per course, per year

◼ This dwarfs the $6-$40 price per course observed in deals with vaccine producers. 

◼ Implies:

◼ Insufficient incentives for early capacity expansion

◼ Insufficient incentives for large-scale investment
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Social and political constraints on vaccine pricing during a pandemic
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◼ Takes time to repurpose, so steep supply 

curve in short run > high equilibrium 

price.

◼ So price controls are understandable.

◼ Leads to shortages. Strong incentives for 

countries to race to secure existing 

supply. 

◼ Encourages hoarding.

      Price cap



When social value << price, shortages occur. Motivates: 

◼ Export bans

◼ Hoarding

Anticipating this, focus on domestic production. 

Highly inefficient, even if countries symmetric. 
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Shortages, impacts on trade



Globally centralized production and distribution?

◼ Provides insurance. 

◼ Allocate based on health need, fund based on ability to pay?

◼ Moral hazard? 

◼ Adverse selection? 

◼ Likely not incentive compatible for high income countries
◼ Financial contributions, but not key issue
◼ Very different nationally optimal investment plans
◼ Rules limiting outside purchasing 
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◼ Key is to change game by putting capacity in place ahead of a pandemic.

◼ Stockpiles of inputs

◼ Idle capacity for production of inputs and vaccines

◼ Private sector will not invest adequately if limits on prices. 

◼ Could be maintained nationally or internationally
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Potential solutions: stockpiling and idle capacity



◼ We don’t know ahead of time which candidate vaccines will pass trials. 

◼ Agreements on data standards for vaccine trials?

◼ Could be combined with decentralization of EUA 

◼ Release of information to inform investment decisions?
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Regulatory Issues


