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A practical pl

This brief summarizes the conclusions of a Working Group convened by the Center for Global
Development’s Global Health Policy Research Network, with the support of the Bill & Melinda
Gates Foundation, to examine a proposal to accelerate development of new vaccines for
developing countries. The proposal is that donors would make a legally binding commitment, in
advance, to contribute most of the cost of buying a vaccine, at a guaranteed price, if it were
developed. This would create a market of sufficient size and certainty to create an incentive for
firms to invest in the development of vaccines for neglected diseases. The Working Group was
established to consider whether such a scheme would be legally feasible and whether it would
work in practice. It consulted experts from industry, governments and international institutions,
as well as experts in law and economics. It concluded that a contract could be designed based on
generally accepted legal practice, which would meet the interests of all the stakeholders and create
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Making Markets for Vaccines. A practical plan to spark innovations for global health

the quality of life of millions more. If there were a vaccine available for
these diseases, one of the most effective possible uses of donor funds
would be to pay for them to be available to people who need them.

To accelerate the development of vaccines for neglected diseases
in developing countries, sponsors could make a binding commit-
ment that they would be willing to pay for a vaccine once it is
developed. Firms would then be able to invest in finding a vaccine
with confidence that there would be a market if they succeed.

As a result of such a commitment, the market for vaccines for
neglected diseases would be comparable in size and certainty to the
market for medicines for rich countries. This would enable biotech
and pharmaceutical companies to invest in the development of new
vaccines to tackle the world’s most pressing health problems, in the
normal course of their business decisions.

AdvancedMarkets would be one way to accelerate the development
of new vaccines. It would complement conventional approaches,
including public and philanthropic funding of basic scientific
research, and public-private partnerships to build up demand and to
promote development of a vaccine.

AdvancedMarkets would be true payment by results: there would
be no cost to sponsors unless the commitment succeeds and a new
vaccine is developed. And for firms, the commitment would open
up new markets in which they can invest and grow.

Which diseases would it cover?

For disease such as AIDS, TB and malaria there is no available
vaccine, and none is on the horizon. For others, such as pneumo-
coccus and rotavirus, which kill nearly 2 million people a year
between them, vaccines are being developed. But on past experi-

ence, it will be many years before they are widely available in
developing countries. Other diseases affecting the developing
world for which no vaccine is available include shigella, schistoso-
miasis, leishmaniasis, chagas disease and dengue.

The AdvancedMarkets commitment could be made for diseases
where a vaccine has been developed, but is not yet available
on the market (called “late-stage products”) as well as for diseases
where no vaccine is yet in sight (“early-stage products”).
For late-stage products, such as pneumococcus and rotavirus
vaccines, sponsors could agree to long term contracts with the firms
that will be in a position to supply the vaccine in a few years,
to create an incentive to accelerate testing in developing countries,
and to invest in sufficient production facilities for developing country
markets. If these incentives are not put in place, we risk repeating
the experience of other recently-developed vaccines, which have
not been widely available in developing countries more than a
decade after they became available in rich countries.

For early-stage products, such as vaccines for malaria, HIV and
tuberculosis, it is not yet clear which companies will develop an
effective vaccine first. In these cases, the contract would be an
open offer to any company that was able to develop a vaccine
that met the specification of what is required.

How much would it cost?

A commitment would aim to create an overall market size of about
$3 billion for a single disease such as malaria. This is a little above
the average rich country market for which drugs are developed.

If four sponsors contributed to this evenly, each would be committed
to spending about $90m a year each, over about 6 years, if and
when the vaccine was developed.

An outline of an AdvancedMarkets commitment in practice

ADVANCEDMARKETS PRINCIPLE

Legally binding contracts,

Sponsors guarantee a price that offers a reasonable refurn to the developer

Price guarantee applies to a maximum number of treatments

Guaranteed price is for treatments sold in eligible countries

In return, the developer guarantees to sell subsequent treatments at a low price

Recipient country makes a co-payment for the vaccines they buy, or a donor

makes the payment on its behalf

ILLUSTRATIVE EXAMPLE FOR MALARIA VACCINE
Offer made by a group of sponsors enforceable by law
$15 per treatment at first

First 200 million treatments bought at $15

Vaccine Fund recipients

$1.00 per treatment in the long run

$1.50 paid by recipient (or donor)
$13.50 paid by sponsors

First developer gets the guaranteed price, unless and until superior product invented

Independent Adjudication Committee established to oversee the arrangement.




For example, sponsors could commit to underwriting a price of $15
per treatment for a malaria vaccine for the first 200 million
treatments. This would be to create a sufficient market size.

At this price, the contract would be highly cost-effective use of aid,
costing less than $500 for every life saved. Once a vaccine is
developed, and a poor country decides to use it, the sponsors
would cover the majority of the cost. The recipient country would
make a small co-payment, or a donor would make the payment on its
behalf. If no vaccine is ever developed, there is no cost to sponsors.

Once the full number of treatments had been bought at the
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For more information on CGD’s Global Health Policy Research Network, please visit www.cgdev.org/globalhealth
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Working Group members serve in a personal capacity, and this report does not
necessarily represent the view of the organization to which they are affiliated.
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