
 
 

The Inflation Reduction Act Lowers Healthcare Costs, Fights Inflation 
While Cutting the Deficit 

The Inflation Reduction Act of 2022 will improve Americans’ health while making both health 
insurance and prescription drugs more affordable for millions of Americans. The health 
provisions of the bill alone will cut costs for working families and seniors alike, shore up 
Medicare’s finances and (according to a CBO estimate released ahead of the Senate vote) save 
the government a net of $224 billion in total over ten years.  

The Inflation Reduction Act will reduce the federal budget deficit and curb inflation over the 
long-run, while investing in the long-term health and economic security of millions of 
Americans. 

The Inflation Reduction Act’s prescription drug provisions will save seniors thousands per 
year in medication costs and reduce prices throughout the health system 

The Inflation Reduction Act will lower prescription drug costs for families by placing limits on 
how much families and Medicare can be charged for vital medicines. Among other provisions, 
the Inflation Reduction Act gives Medicare the ability to negotiate the price of certain 
prescription drugs and forces drug companies to pay a penalty when the prices they charge 
Medicare rise faster than inflation. The bill also caps annual out-of-pocket prescription drug 
costs at $2,000 for Medicare enrollees starting in 2025 and limits insulin co-pays for Medicare 
beneficiaries to $35 a month. Reports by the Congressional Budget Office published before the 
Senate finalized the legislation estimate that the combined effect of all the bill’s prescription 
drug provisions will save the government roughly $287 billion over the next ten years.  

Allowing Medicare to negotiate for prescription drug prices will save billions per year, without 
deterring significant medical innovation 

The U.S. consistently pays significantly more for the same medications than our peer countries. 
While other countries’ health authorities are allowed to negotiate with drug makers to get the 
best prices for vital medications, the United States largest national health insurance program, 
Medicare, was previously prohibited from engaging in such standard bargaining practices. The 
Inflation Reduction Act corrects this imbalance by allowing the government to negotiate prices 
with drug makers for between 10 to 20 of the most expensive medications that come from a 
single producer. 

While critics argue that this policy will reduce innovation by pharmaceutical companies, CBO 
concluded that the bill would affect just 1% of the 1,300 drugs expected to come on the market 
over the next 30 years. Letting Medicare negotiate for the costliest drugs is a common-sense way 
to lower costs for Medicare beneficiaries and increase access for low-income seniors who might 
otherwise be unable to afford their medications.  

https://www.cbo.gov/system/files/2022-08/hr5376_IR_Act_8-3-22.pdf
https://www.kff.org/medicare/understanding-the-health-provisions-in-the-senate-reconciliation-legislation/
https://www.kff.org/slideshow/what-are-the-prescription-drug-provisions-in-the-senate-reconciliation-proposal/
https://www.washingtonpost.com/health/2022/08/08/insulin-price-cap-diabetes-senate-republicans/
https://www.cbo.gov/system/files/2022-08/hr5376_IR_Act_8-3-22.pdf
https://www.commonwealthfund.org/publications/issue-briefs/2017/oct/paying-prescription-drugs-around-world-why-us-outlier#:%7E:text=One%20reason%20U,willing%20to%20accept.
https://www.kff.org/medicare/issue-brief/how-would-the-prescription-drug-provisions-in-the-senate-reconciliation-proposal-affect-medicare-beneficiaries/#:%7E:text=The%20prohibition%20against%20the%20federal%20government%20negotiating%20drug%20prices%20was%20a%20contentious%20provision%20of%20the%20Medicare%20Modernization%20Act%20of%202003%2C%20the%20law%20that%20established%20the%20Medicare%20Part%20D%20program%2C%20and%20lifting%20this%20prohibition%20has%20been%20a%20longstanding%20goal%20for%20many%20Democratic%20policymakers.
https://www.kff.org/medicare/issue-brief/how-would-the-prescription-drug-provisions-in-the-senate-reconciliation-proposal-affect-medicare-beneficiaries/#:%7E:text=The%20number%20of%20negotiated%20drugs%20would%20be%20limited%20to%2010%20Part%20D%20drugs%20in%202026%2C%2015%20Part%20D%20drugs%20in%202027%2C%2015%20Part%20B%20and%20Part%20D%20drugs%20in%202028%2C%20and%2020%20Part%20B%20and%20Part%20D%20drugs%20in%202029%20and%20later%20years.
https://www.cbo.gov/system/files/2022-07/senSubtitle1_Finance.pdf
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Extending enhanced premium tax credits created under the American Rescue Plan will bring 
down costs for the millions of Americans who rely on ACA health care plans 

The Inflation Reduction Act will extend provisions from the American Rescue Plan (ARP) that 
made health care more accessible and affordable for millions. Specifically, it continues the  
expanded premium tax credits that led to a record 14.5 million people enrolling in ACA plans 
under Biden, and the lowest uninsured rate in the country’s history. By extending the credits for 
an additional three years, the Inflation Reduction Act will protect affordable insurance coverage 
for approximately 13 million Americans and enable even more families to gain affordable 
coverage in the coming years. Ensuring stable coverage and reducing the uninsured rate will 
improve households’ financial stability while reducing the costs of uncompensated care to the 
broader health system. 

Recent JEC analysis showed how the ARP helped 5.8 million Americans across every state and 
district around the country newly enroll in affordable ACA plans. The expanded premium tax 
credits under both the Inflation Reduction Act and the ARP are structured to help the lowest-
income enrollees the most, delivering on President Biden’s commitment to bring down costs for 
American families. Past research shows that this increase in coverage improves families’ health 
outcomes and economic stability, which also generates economy-wide benefits.  

According to a CBO report published before the Senate vote, the bill’s health provisions will 
reduce the federal deficit by $224 billion over ten years, helping curb overall inflation 

As the Biden administration and Congressional Democrats continue to combat inflation, the 
health provisions in the Inflation Reduction Act will reduce the federal deficit by an estimated 
$224 billion over the next ten years according to a CBO report published before the Senate 
finalized the Inflation Reduction Act. The direct cost savings to Medicare will help reduce long-
term concerns about the funding required to maintain the program’s Supplementary Medical 
Insurance trust fund. More generally, these cuts to the federal deficit will slow the pace of overall 
inflation while reducing household expenses for millions of seniors and millions more families 
who rely on ACA premium subsidies. 

Bringing down out-of-pocket health care costs creates long-term economic benefits for seniors 
and families 

The share of household spending going toward healthcare has increased in recent decades, and is 
especially high among families receiving Medicare. More broadly, many low- and middle-
income families point to health care costs as playing a significant role in their financial well-
being. Insulin is particularly unaffordable for the millions of seniors with diabetes, with out of 
pocket spending on insulin by Medicare patients more than tripling between 2000 and 2017. 

The Inflation Reduction Act will directly lower prescription drug costs for seniors on Medicare 
and ensure working families spend less on insurance premiums for plans purchased on the ACA 
exchanges. Access to affordable health coverage can improve long-term health outcomes and 
economic security. Together, these policies will shore up the finances of millions of families in a 
way that cuts inflation and reduces the deficit.  

https://www.cms.gov/newsroom/press-releases/biden-harris-administration-announces-145-million-americans-signed-affordable-health-care-during#:%7E:text=The%20American%20Rescue%20Plan%20lowered%20health%20care%20costs%20for%20most%20Marketplace%20consumers%20and%20increased%20enrollment%20to%20these%20records%20levels%3A%20HealthCare.gov%20consumers%20saw%20their%20average%20monthly%20premium%20fall%20by%2023%25%2C%20compared%20to%20the%202021%20enrollment%20period%20that%20ended%20before%20the%20American%20Rescue%20Plan%20passed.
https://www.cms.gov/files/document/state-anniversary.pdf
https://aspe.hhs.gov/reports/2022-uninsurance-at-all-time-low
https://www.washingtonpost.com/us-policy/2022/07/13/manchin-schumer-aca-credits/#:%7E:text=Roughly%2013%20million%20Americans%20could%20see%20their%20health%20insurance%20costs%20rise%20next%20year%20%E2%80%94%20and%20millions%20more%20may%20not%20have%20care%20at%20all%20%E2%80%94%20unless%20congressional%20Democrats%20can%20reach%20agreement%20over%20a%20critical%20portion%20of%20their%20long%2Dstalled%20economic%20spending%20legislation.
https://heller.brandeis.edu/iere/pdfs/racial-wealth-equity/llol/medicare-vital-component.pdf
https://www.kff.org/uninsured/issue-brief/declines-in-uncompensated-care-costs-for-the-uninsured-under-the-aca-and-implications-of-recent-growth-in-the-uninsured-rate/#:%7E:text=In%20addition%20to,after%20the%20ACA.
https://www.jec.senate.gov/public/index.cfm/democrats/issue-briefs?ID=E43D6AF1-B93C-46E3-A23C-E051DD1225FC
https://www.jec.senate.gov/public/index.cfm/democrats/issue-briefs?ID=E43D6AF1-B93C-46E3-A23C-E051DD1225FC#:%7E:text=Find%20your%20district%20fact%20sheet%20below.
https://www.hhs.gov/sites/default/files/2021-sep-enrollment-savings.pdf
https://www.cbo.gov/system/files/2022-08/hr5376_IR_Act_8-3-22.pdf
https://www.healthaffairs.org/do/10.1377/forefront.20220603.144424#:%7E:text=General%20fund%20support,percent%20by%202050.
https://www.cnn.com/2022/08/02/politics/economists-democrats-package-downward-pressure-inflation/index.html
https://www.kff.org/medicare/issue-brief/how-would-the-prescription-drug-provisions-in-the-senate-reconciliation-proposal-affect-medicare-beneficiaries/#:%7E:text=1.4%20million%20Medicare%20Part%20D%20enrollees%20without%20low%2Dincome%20subsidies%20had%20annual%20out%2Dof%2Dpocket%20drug%20spending%20of%20%242%2C000%20or%20more%20in%202020
https://www.whitehouse.gov/cea/written-materials/2021/08/11/the-cost-of-living-in-america-helping-families-move-ahead/#:%7E:text=Researchers%20estimate%2C%20for,saving%20for%20retirement.
https://www.kff.org/medicare/issue-brief/health-care-on-a-budget-the-financial-burden-of-health-spending-by-medicare-households/#:%7E:text=Key%20Findings-,Health%20expenses%20accounted%20for%2014%25%20of%20Medicare%20household%20budgets%20in%202012%2C%20on%20average%E2%80%94nearly%20three%20times%20the%20share%20of%20health%20spending%20among%20non%2DMedicare%20households%20(5%25)%3B,-these%20shares%20remained
https://www.pewresearch.org/social-trends/2019/12/11/most-americans-say-the-current-economy-is-helping-the-rich-hurting-the-poor-and-middle-class/#:%7E:text=About%20half%20or%20fewer%20of%20lower%2D%20(49%25)%20and%20middle%2Dincome%20(46%25)%20adults%20say%20health%20care%20costs%20affect%20their%20financial%20situation%20a%20great%20deal%2C%20compared%20with%2028%25%20of%20higher%2Dincome%20adults.
https://www.cdc.gov/diabetes/data/statistics-report/diagnosed-undiagnosed-diabetes.html#:%7E:text=15.5%20(13.1%E2%80%9317.9)-,%E2%89%A565,15.9%20(14.5%E2%80%9317.4),-Sex
https://www.kff.org/medicare/issue-brief/insulin-costs-and-coverage-in-medicare-part-d/#:%7E:text=Aggregate%20Out%2Dof%2DPocket%20Spending%20for%20Insulin%20in%20Part%20D
https://www.ncbi.nlm.nih.gov/books/NBK220636/#:%7E:text=There%20is%20a,outcomes%20for%20adults.
https://heller.brandeis.edu/iere/pdfs/racial-wealth-equity/llol/medicare-vital-component.pdf

