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BIDEN’S LIFE-THREATENING DRUG PRICE CONTROLS

The Biden administration is implementing price controls over the U.S. drug market which will harm and cost
American lives. President Biden’s so-called Inflation Reduction Act (IRA) imposed new price control mandates, !

including statutory authorities for “drug price negotiation” with select private sector drug manufacturers, which has
already forced companies to divest from critical drug development and increase prices on new drugs. Government
price mandates will stifle innovation and reduce the financial viability for private sector companies to develop new
life-enhancing medical drugs accessible to Americans.

e Biden’s Inflation Reduction Act drug pricing controls
» As part of a new federal “drug pricing negotiation program,” the Department of Health and Human
Services (HHS) will impose price controls on select medical drugs that, once finalized, could take effect
in 2026.>

o HHS issued orders to companies as part of its “negotiating” process to establish final “maximum
fair prices” on selected drugs as authorized under the 2022 IRA.?

o The government-imposed “discounts” will range from 25 percent on drugs on the market less
than 12 years (“short-monopoly” drugs and vaccines) and up to 60 percent for drugs that have
been offered on the market for more than 16 years (“long-monopoly” drugs and vaccines).

o Companies with selected drugs that refuse to participate in the HHS government-price control
program will incur noncompliance penalties with a minimum penalty of 65 percent of drug sales
and up to a maximum 95 percent.

» The threat of government price controls has already forced companies to hike prices.

o For those consumers that maintain access as the HHS implements the drug pricing regulation, the
regulation aims to artificially bring down prices directly faced by consumers of selected “high
price” drugs.

o The economics of Biden’s drug pricing controls have resulted so far in the opposite effect, with
companies making decisions to divest from development in drugs*> and increase prices on new
drugs that will not fall under the administration’s pricing control scheme.®

o Prices on new drugs brought to market by pharmaceutical companies increased 35 percent in
2023 compared to the previous year,” while prescription prices generally increased about 6
percent in 2023, up from 2 percent under the Trump administration.®

e Private sector innovation, not government mandates, produces new life-enhancing medical drugs
» The supposed narrow benefit of artificially “lower” prices paid by select consumers, however, misses
the broader ramifications that will unfold as companies make ongoing cuts to research, development,
and production.’

o Some companies with drugs selected under the new pricing regulation have sued the federal
government claiming that the program, if allowed to go into effect, violates certain constitutional
rights,'%!! including the “taking of property without just compensation” under the Fifth
Amendment, and “excessive fines” under the Eighth Amendment.'>!3




o Crucially, as companies make business decisions to disengage from ongoing research and
production of drugs under current development, fewer new drugs would make it to market.!%!3
This is already occurring in the market even before the price control regime takes effect, where
companies have decided to end certain drug development programs, from drugs that could be
future cancer treatments to those addressing other rare and life-threatening diseases, because of
cost uncertainty and the reduced financial viability.'®

o Inlate 2022, for example, Alnylam Pharmaceuticals announced that it had suspended the phase 3
study of its “Stargardt disease” treatment,'” and last year Eli Lilly halted its research into “a
promising small-molecule blood cancer treatment, due to the market changes wrought by the
Inflation Reduction Act.”!®

» The U.S. leads the world in the development of new medical drugs, partly due to the ability for private
companies to charge high prices that cannot be done elsewhere in the world. "’

o Prices on some drugs are higher in the U.S. market because many new drugs with high upfront
development costs will only benefit a small, concentrated population of patients.?

o The economics of “price-discriminating” monopolies over drugs, with the ability to charge
different prices in different parts of the world, reduce what economists call “deadweight loss”
and allow more consumers to benefit, both in the U.S and other countries.?'??

» Medical innovation, not government mandates, results in the production of new drugs that have, over
time, dramatically improved and saved lives.?

o One widely-cited economic study demonstrates that government price controls stifle medical
innovation and drug development and estimates that regulatory constaints on drug development
could result in up to 20 times greater impact on “life years lost” than the loss from Covid-19.%*

o Companies that no longer have financial incentives to invest in drug research and development
will have less innovation.? This will result in more “life years lost,” which would cut life
expectancy rates and longevity.2°

» Any government “fixes” in the U.S. medical drug market must focus on ways to remove regulations and
unleash supply-side incentives to boost production instead of the repeated focus on using demand-side
government mandates and price controls.
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