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Deor Dr. Dollar:
A recent study from the lnternational Chamber of Commerce (ICC) showed
that the rich countries' failure to support worldwide vaccinations against
Covid-\9 is likely to do severe harm to their own economies. Based on the
study, Oxfom commented: "The lJ.S., IJ.K., Germany, France, Japan, ond
ttaty together could lose as much os 52.3 trillion in GDP this year unless they
stop fighting on beholf of a handful of big drug companies to retain the
intetlectualproperty of thevaccine," And, Oxfam continues, "The United
States could lose up to 52,700 per person in household spending in 2021"
due to the global economic impacts of highly unequal vaccine distribution.
Moral issues oside, how can the governments of rich countries act in such a
seemingly stupid monner, doing such harm to their own economies?

-Katharine Rylaarsdam, Baltimore, Md.

BY ARTIlUR MACEWAN number of years that their patents and
copyrights remain in force. lndeed, on
the international level, the protection
of trade-related aspects of internation-
al property rights (TRIPS) has been a

major part of so-called "free trade"
agreements -with representatives of
the firms writing relevant Parts of
these agreements. (Don't miss the iro-
ny of "free trade" agreements being
designed to protect monoPolies.)

The close relationshiP between
pharmaceuticals and government poli-
cy derives in part from their industry
being one of the largest in terms of

lobbying expenditures. AIso, there is the
revolving door between the industry
and the government, illustrated by the
activities of Sally Susman, a top officer at
Pfizer. ln the 1990s, Susman worked for
the Senate Finance Committee and then
the Department of Commerce, where
she focused on international trade is-
sues. ln the more recent decades, she
has been a major fundraiser for Barack
Obama and Joe Biden, and for other
Democratic candidates-and has be-
come a leader of lobbying for her firm
and the pharmaceutical industrY.

Just as important as the Power that
the firms wield through moneY and
connections, the protection of the
firms'profits has long been enhanced
by the widespread belief that patents
and copyrights are an inducement to
technological progress, which benefits
society at large over the long run.
(More on this below.) Raw power, but-
tressed by this widespread belief, has
made government reluctant to act
against these high-riding fi rms-even
when the economy in general might
suffer immediate damage. lt maY be
wrong and venal, but it's not stuPid.

lre immediate answer to this ques-
I tion is that a set of verY Powerful

firms owe their monopolistic positions
and thus high profits to the protection of
their patents and copyrights.These in-
clude the pharmaceutical firms, informa-
tion technology firms, and many others.

Not only have they been able to
exercise their power to preserve pat-
ent and copyright laws-i.e., preserve
their monopolies and profits-but
they have been able to extend these
laws internationally and increase the
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Covid-l9 and the Current Context
There is, however, good news-since
the study from the ICC and the Oxfam
press release were issued earlier this
year, the U.S. government has agreed to
a temporary suspension of patent re-
strictions that could make Covid-19 vac-
cinations more widely available in low-
income countries.The bad news is that
this step by the U.S. government, how-

ever welcome, is not nearly enough.The
European Union and some other high-
income countries are not going along
with the suspension of patent restric-
tions, and, according to the rules of the
Wodd Trade Organization (WTO)-the
enforcer of those "free trade" agree-
ments-the suspension would require
unanimous consent. Further, lifting pat-
ent restrictions would be effective only

if the companies currently producing
the vaccines share their technological
know-how with producers in low-
income countries.

Although the WTO director-general
has expressed the hope of getting a
favorable consensus by December, as
the saying goes, justice delayed is jus-
tice denied: Even if a December con-
sensus is obtained, millions will die due
to the delay in getting the vaccines to
people in low-income countries.

Yet, the delay involves more than
deaths. While the humanitarian impact
is severe, there is also the economic
impact mentioned in the ICC study, and
not just in the counties where Covid-19
continues to be rampant. Globalization
has greatly increased the economic ties
among countries-traditiona I exports,
imports, and investments, often involv-
ing complex supply chains. Businesses
in high-income countries have become
increasingly dependent on the well-be-
ing of the entire global economy.The
production of the vaccines provides an
example. According to The Econom ist,
"Pfizer's vaccine requires 280 inputs
from suppliers in 19 countriesl'

The study from the ICC examines the
network of economic ties among coun-
tries and estimates how the lack of vac-
cinations in many parts of the world will
impact the entire system. The study is
dependent on many assumptions, and
the authors present several alternative
scenarios, each based on different as-
sumptions. lt is clear, however, that ma-
jor economic costs to the rich countries
could be substantial, even when the
virus is effectively limited within their
own borders.

And, of course, the spread of the
pandemic in countries with low levels
of vaccination could lead to the gener-
ation of virus variants that are not
readily controlled by existing vaccines.
These variants would surely spread to
the rich countries, causing a new surge
with much more humanitarian and
economic impacts. The ICC study does
not consider this type of event.

GOVERNMENT DIRECT SUPPORT FORTHE
DEVELOPMENT OF THE COVID.l9 VACCINE

Pfizer and BioNTech did not receive direct government support for vaccine
research. They did, however, receive a U.S. government commitment of
51.95 billion for the large-scale manufacturing and delivery of 100 million
doses of the Covid-19 vaccine. Also, Pfizer's German partner in the develop-
ment of the vaccine, BioNTech, was given an additional 9445 million by the
German government to help accelerate vaccine production by building out
manufacturing and development capacity in its home market.

Moderna got S955 million from the U.S. government to support clinical de-
velopment programs and to scale up vaccine manufacture.Then, the govern-
ment committed another 51.5 billion to help Moderna deliver the vaccine.

Johnson & Johnson received 9456 million from the U.S. government for
clinical trials and other vaccine development activities. Under a separate S 1

billion agreement, the U.S. government committed to acquire 100 million
doses ofJohnson & Johnson's vaccine.

AstraZeneca has been provided with $1.6 billion from the U.S. government
for development, manufacture, and delivery of the vaccine.

Novavax was awarded S1.6 billion for late-stage development of the vac-
cine, including Phase 3 clinical trials, large-scale manufacturing, and deliv-
ery of 100 million doses.

Sanofi and GlaxoSmithKline were provided S2.1 billion by the U.S. govern-
ment for development, clinical trials, manufacturing, and delivery of 100
million doses of the vaccine.

Merck and lAVl: The U.S. government awarded Merck and lAVl S38 million
for vaccine research.

Sources: Ivliriam Valverde,"How Pfizer's and Moderna,s COVID-19 vaccines are
tied to Operation Warp Speedi Politifact, November 12,2020 (politifact.com);
Riley Griffin and Drew Armstrong,"PfizerVaccine's Funding Came From Berlin,
Not Washington," Bloomberg News, November 9, 2020 (bloomberg.com).
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Prof its and Rationalizations
The protection of intellectual property
rights through patents, whatever its
impact on GDP in the United States,
appears to work well for the pharma-
ceutical companies. On average, firms
in the pharmaceutical industry have
profit rates (return on invested capital)
at least 50olo higher than the average of
(nonfi nancial) publicly traded fi rms
across the economy.

The suspension of patent protec-
tions, even a temporary suspension of a
particular patent, is a threat to the phar-
maceuticals'profits. The firms have oper-
ated under"rules ofthe game"that have
been very favorable. A change of those
rules opens the door to an undermining
of their position. 5uspension of a patent
protection is, from their perspective, a

"slippery slopei'which can have major-
for them, negative-conseq uences.

But, of course, the pharmaceutical
companies and their supporters don't
argue their position by making a direct
appeal to maintain their monopolistic
profits. lnstead, they claim that the pro-
tection of intellectual property rights
(their patents) is necessary to create an
incentive for technological progress, a

payment for the risks they take in de-
veloping new medicines. The firms, the
argument goes, will not undertake the
risks of developing new drugs (vac-
cines and others) unless they can count
on substantial profits when they suc-
ceed. A spokesperson for the German
government, which has been opposing
the suspension ofthe vaccine patents,
stated, "The protection of intellectual
property is a source of innovation and
must remain so in the futurei'

Reality
Reality, however, tends not to support
this argument. First of all, the develop-
ment of medicines has long depended
on heavy expenditures by the govern-
ment, providing billions of dollars over
the years supporting basic research
through the National lnstitute of Health,
the National Science Foundation, and

other government agencies. Years of
government-funded research (mRNA
research) led to the basis ofthe
Covid-'l 9 vaccine technology. The phar-
maceuticals built on this research to
create the vaccines and then claimed
the patents.

Further, there was the several bil-
lion dollars that the U.5. government
provided directly to pharmaceuticals
for the development of Covid-19 vac-
cines, under Operation Warp Speed. A
listing of what the companies received
is provided in the sidebar. This sup-
port, along with the long-term govern-

Years of government-
funded research (mRNA

research) led to the
basis of the Covid-19

vaccine technology. The
pharmaceuticals built on
this research to create the
vaccines and then claimed

the patents.

ment funding of basic research, greatly
reduced (if it did not eliminate) the
compa n ies' risks.

Also, there is a basis to argue that
the extension and protection of intel-
lectual property rights actually inhibits
innovation. New ideas are built on old
ideas, but, if old ideas are patented
and not shared, they cannot be built
on. Microsoft's development, for exam-
ple, depended on building on old
ideas, but then it controlled its new
ideas, limiting further innovation.
There are many historical cases of in-
novation without patents. The eco-
nomic historian David Landes relates
how medieval Europe was"one of the
most inventive societies that history
has knowni' without patents-provid-
ing, as examples, the water wheel, eye-
glasses, and the mechanical clock.

Perhaps the best argument against
the sorts of protection we now have for

intellectual property and for patent sus-
pension in the current pandemic is pro-
vided by the following two quotations.

When asked who held the patent
for the polio vaccine that he had de-
veloped, Jonas Salk replied:"Well, the
people, I would say.There is no patent.
Could you patent the sun?"

The most famous inventor in U.S.
history, Benjamin Franklin, declined to
obtain patents for his various devices,
offering this explanation in his autobi-
ography: "That as we enjoy great
Advantages from the lnventions of
Others, we should be glad of an
Opportunity to serve others by any
lnvention of ours, and this we should
do freely and generously."EE

ARTH U R MAcEWAN is a profes-
sor emeritus of economics at UMass-
Boston and o Dollars & Sense Assoclate.

SOURCES: Cem Cakmakli etal.,"The Economic
Case for Global Vaccinations," National Bureau for
Economic Research working paper, January 2021
(revised, April 202 i; nber.org); "Failure to vaccinate
globally could cost up to 52,000 per person this year
in rich nations;'Oxfam America, April 5,2021 (ofra-
mamerica); Peter S. Goodman et al.,"What Would lt
Take to Vaccinate the World Against Covid?" New York

Times, May 1 5, 2021 (nytimes.com); Jomo Kwame
Sundaram, "US Support for Vaccine Waiver Welcome,
but More Needed;' IDEAS Network (networkideas.
org); "Ten million reasons to vaccinate the worldi'Ihe
Economist, May 15th, 2021 (economist.com); Dean
Baker,"Patents and the Pandemic: Can We Learn
Anything?"Center for Economic and Policy Research,

April 1 2, 2020 (cepr.net); Aswath Damodaran, data
on return on capital, with lease and R&D adjust-
ments, January 5, 2021 (www.stern.nyu.
edu/-adamodar/); Arthur MacEwan, "Property: Who
has a right to what, andwhy?" The Wealth lnequality
Reader, 4th edition, 201 2; Biden-Harris Democracts,
"Volunteer Fundraisers;"joebiden.com; KEI staff,
"Who is Sally Susman, and why does she want poor
people to pay higher prices for medicines?;'
Knowledge Ecology lnternational, Match 1 5, 2012
(keionline.org); Center for Responsive Politics,
OpenSecrets (opensecrets.org).
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Questions about the economy?

ffi t$ AskDr.Dollar!

,k * Submitquestions by email tdollars@

F*:lW Po. Box 209. Portsmourh, NH 03802,.
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