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340B DRUG DISOUNT PROGRAM

THE ISSUE

Section 340B of the Public Health Service Act requires pharmaceutical manufacturers that
participate in the Medicaid program to provide covered outpatient drugs at a discounted rate to
safety net and other health care facilities serving low-income, vulnerable communities or remote
rural areas. The significant pharmacy discounts available under the program allow hospitals to
continue to provide and expand needed services that otherwise would not be available in these
communities.

Six types of hospitals are eligible to participate in the 340B discount drug program: disproportionate
share hospitals (DSHs), children’s hospitals and cancer hospitals exempt from the Medicare
prospective payment system, sole community hospitals, rural referral centers, and critical access
hospitals (CAHs). To be eligible a hospital must be nonprofit, be owned or operated by or under
contract with state or local governments, and provide a significant level of care to low-income
patients or serve rural communities. Several kinds of non-hospital entities that receive federal
funding are also eligible for the program, including federally qualified health centers (FQHCs) and
“look-alikes,” and programs under the Ryan White CARE Act.

Congress created the program as a response to the high pharmaceutical costs faced by safety net
hospitals. Purchasing outpatient pharmaceuticals through the 340B discount drug program allows
safety net and rural hospitals to continue to meet the local needs of their patients and communities
and “to stretch scarce Federal resources as far as possible, reaching more eligible patients and
providing more comprehensive services.” Many Catholic health ministry hospitals rely on the 340B
discount to free up funding, for example, to run free and low-cost clinics; to provide infusion and
other services in remote or low-income areas; to offer generous financial aid policies as well as
programs that provide low-cost or free prescriptions; to maintain critical services that operate at a
loss; and to support community benefit programs meeting the identified needs of their service areas.
The 340B program plays a crucial role in providing access to health care in the communities served
by the ministry.

Only hospitals that provide a significant level of care to low-income patients or serve rural
communities are eligible to be in the 340B program. In 2020, when hospitals faced unprecedented
challenges in addressing the COVID-19 pandemic, 340B DSH hospitals increased their average
provision of uncompensated and unreimbursed care by nearly 10%. In addition, these hospitals
provided 67% of all such care while representing only 44% of hospitals. Despite an operating
margin of negative 6.1%, 340B hospitals continue to be much more likely than non-340B hospitals
to offer vital health care services for low-income and vulnerable people including those with
disabilities, those who are eligible for both Medicare and Medicaid and patients who identify as
Black or African American.
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https://www.340bhealth.org/files/Dobson_DaVanzo_Op_Margins_and_UC_FINAL.pdf
https://www.340bhealth.org/files/LM-340B-Health-Demographic-Report-07-28-2022_FINAL.pdf

Despite the success of the 340B program, it continues to face significant challenges. Pharmaceutical
companies have sought to unilaterally to impose new restrictions on 340B program drugs dispensed
through community and specialty pharmacies. These restrictions have resulted in letters of
noncompliance to the drug companies and a series of lawsuits to undermine efforts to uphold the
program’s integrity. Despite this, pharmaceutical companies continue to restrict the use of contract
pharmacies. As a result 80% of 340B health care providers have indicated they would need to cut
programs as a result of these actions.

MINISTRY TRADITION

As the Catholic health ministry our mission is based upon the social teachings of the Church, which
call us to respect the human dignity of each person, promote the common good, have special
concern for low-income and other vulnerable persons, and be responsible stewards of resources.
These foundational beliefs drive the Catholic health ministry’s long-standing commitment to ensure
that every patient has access to quality care regardless of ability to pay, and that all persons in our
communities reach their highest potential for health possible. The 340B program plays an important
role in enabling Catholic hospitals to meet these commitments in serving their communities.

CHA’S POSITION AND ACTIVITIES

CHA supports measures to strengthen the 340B program consistent with its original intent—
assisting safety net and rural hospitals to stretch resources as far as possible, reaching more patients
and providing more comprehensive services. CHA supports:

e Adequate funding for the Health Resources and Services Administration (HRSA) to ensure
compliance with 340B program requirements

e Providing prompt and full reimbursement to address HHS’ unlawful payment cuts to 340B
hospitals from 2018 to 2022, without recouping funds redistributed to the hospital
community.

e Protecting covered entities from unilateral or discriminatory restrictions or requirements
such as those impacting hospital contract pharmacies, which do not comply with the 340B
program

CHA opposes proposals that would undermine the 340B program and harm the communities our
member serve, such as:

e [stablishing a moratorium on new covered entities
e Making it harder for safety net hospitals to participate

e Impose reporting requirements that are unduly burdensome or do not provide information
relevant to the program’s intent or operation.


https://www.340bhealth.org/files/Contract_Pharmacy_Survey_Report_FINAL_05-05-2022.pdf

CHA also supports, and our members are implementing, the American Hospital Association’s 340B
Good Stewardship Principles, which call for hospitals to:

e Communicate the value of the 340B program by publishing a narrative describing how 340B
savings are used to benefit the community

e Disclose their 340B estimated savings annually, using a standardized method

e Continue rigorous internal oversight through internal reviews and training for the hospital’s
interdisciplinary 340B teams.



