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Another Round of Pharmaceutical
Price Controls
DOUGLAS HOLTZ-EAKIN | FEBRUARY 6, 2026

Recall that the misnamed, ill-designed, and sweeping Inflation Reduction Act (IRA) included
price-fixing for drugs in parts B and D of Medicare. While labelled a “negotiation,” the
Centers for Medicare and Medicaid Services (CMS) entered the arena armed with
confiscatory taxes and the ability to unilaterally ban a firm’s drugs from Medicare if it was
unhappy with the pricing. Thus, CMS could practically dictate the final result.

Eakinomics uses the IRA process for mood modulation, revisiting it any time a shade of
policy optimism sneaks in. Accordingly, regular readers are well aware of the heavy-handed
misuse of tax policy, detrimental incentives for new drug development, bias against small-
molecule innovation, and undercutting of incentives for entry of generics and biosimilars –
all done in the name of helping a small fraction of Medicare beneficiaries.

CMS just announced the third round of drugs to enter the Maximum Fair Price death zone.
They are shown in the table at the bottom, which is reproduced from Michael Baker’s
new paper on the topic. Several are among Medicare’s highest-spend therapies in oncology,
immunology, HIV, and cardiometabolic disease.

Recall that the first round covered 10 Part D drugs, while the second covered 15 Part D
drugs. CMS estimated that Medicare would have saved $6 billion, or 22 percent, on the first
round and $8.5 billion or 36 percent in the second. The difference this time around is that
the 15 drugs come from both Part D and also Part B. This greatly broadens the number of
development, production, pricing, and coverage decisions that will be distorted – all
substantial costs of the policy. Baker estimates – based on past CMS work – that the savings
will be $5.9–$11.9 billion on spending that totaled $27 billion.

Granted, $6 billion to $12 billion is real money. But it is hard to imagine that it is a benefit
large enough to swing a benefit-cost test into positive territory. The IRA remains a policy
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loser.
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