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- Abstract   

The  break-out  of  COVID-19  pandemic  has  hit  the  Hong  Kong  economy  over  the  years.  To  protect  citizens’                   
health  and  recover  the  economy,  the  Hong  Kong  government  announced  to  provide  vaccination  to  Hong  Kong                  
permanent  citizens  free-of-charge.  Yet,  in  terms  of  health  equality  and  economic  efficiency,  the  subsidizing  of  the                  
COVIID-19   vaccination   by   the   government   has   raised   a   controversy.   
  

- How   does   vaccination   play   a   role   in   the   recovery   of   the   Hong   Kong   economy?   

Currently,  two  brands  of  COVID-19  vaccine  can  be  provided  in  Hong  Kong,  which  are  BioNTech  from                  
Fosun  Pharma  and  CoronaVac  from  Sinovac  Biotech.  Refer  to  the  latest  report,  both  of  them  are  medically                   
effective  for  activating  human  immune  response  and  protecting  the  human  body  from  infection.  Thus,  it  is                  
expected  that  the  community  immunity  of  COVID-19  in  Hong  Kong  can  be  achieved  when  there  are  enough                   
people   to   get   vaccinated.   

  
As  Hong  Kong  is  facing  recession,  citizens  are  likely  not  willing  to  spend  money  on  purchasing  goods,                   

which  the  aggregate  demand  (AD)  decreases  due  to  the  fall  in  consumer  spending.  However,  once  Hong  Kong                   
successfully  achieves  community  immunity,  the  social  distancing  measures  and  prohibitions  of  certain  sectors  can                
be  relaxed  or  less  strict.  Shops  and  firms  are  allowed  to  run  normally  again,  the  short-run  aggregate  supply  (SRAS)                     
would  be  increased  and  return  to  the  potential  output  level  (Yf).  In  the  long  run,  the  deflationary  gap  will  be                      
narrowed  or  eliminated.  Hence,  the  unemployment  rate  falls  due  to  the  increase  in  labour  demand,  the  investment                   
spending  increases  due  to  the  positive  attitude  on  the  market’s  future,  and  the  consumer  spending  increases  due  to                    
the   increase   in   average   disposable   income   of   citizens.   Therefore,   the   Hong   Kong   economy   recovers.   

  
- Equality   

Without  subsidy  on  vaccination,  the  rich  and  underprivileged  would  visibly  cost  the  same  in  purchasing                 
and  consuming  vaccines.  In  terms  of  equalising  income,  the  proportion  of  cost  in  disposable  income  of  the  poor                    
would  be  higher  than  that  of  the  rich.  And  thus,  the  disposable  income  gap  between  two  groups  of  citizens  would                      
be   enlarged   and   result   in   a   more   serious   income   inequality.   

  
Although  subsidizing  the  vaccination  allows  the  poor  cost  free  to  consume  the  vaccination  service,  it                 

involves  non-price  competition  (like  queuing)  in  which  the  poor  would  be  disadvantaged  and  discriminated  against                 
by   the   rich.   Eventually,   the   poor   get   less   chances   to   consume   vaccination.   

  
  
  
  
  
  
  
  
  
  
  
  

  



- Efficiency   

  
Graph   1:   impact   of   per   unit   subsidy   

Assume  it  is  a  per  unit  subsidy.  Referring  to  the  Graph  1,  subsidizing  the  vaccination,  the  supply  of                    
vaccine  increases  (shifts  vertically  downward)  due  to  the  fall  of  production  cost.  The  price  decreases  and  the                   
quantity  increases.  At  the  new  quantity  of  exchange  (P 2 Q 2 ),  the  marginal  cost  (MC)  is  higher  than  the  marginal                    
benefit  (MB),  the  subsidies  of  vaccination  are  insufficient.  Thus,  a  deadweight  loss  is  made  and  makes  the  market                    
inefficient   due   to   the   resources   allocation   problem.   

  
- Conclusion   

Subsidizing  the  vaccination  is  not  a  Pareto  efficiency  which  makes  no  one  disadvantage.  However,  the                 
benefits,  in  terms  of  economy  and  equality,  of  subsidizing  vaccination  outweigh  the  losses  of  that.  Therefore,  the                   
Hong  Kong  government  should  continue  to  subsidize  the  vaccination  of  COVID-19  in  order  to  facilitate  the                  
recovery   of   the   Hong   Kong   economy   and   be   well-prepared   to   re-enter   the   global   market   when   the   pandemic   ends.   

  


