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340B is Complicated but PDABs Need to Understand

The objectives of PDABs and 340B organizations may 
directly conflict because the size of the 340B subsidy 
depends on drug prices 

Research suggests the 340B subsidy does not always 
translate to better access for patients because the program 
is poorly targeted



The 340B Drug Discount Program Defined

Manufacturers provide upfront discounts on outpatient 
drugs to qualifying clinics and hospitals in exchange for 
coverage in Medicaid. 

HRSA states the goal is to “stretch scarce federal resources 
as far as possible reaching more eligible patients and 
providing more comprehensive services.”

Source: HRSA

https://www.hrsa.gov/opa/index.html


An Accident of History?

1990 Medicaid Drug Rebate granted Medicaid agencies 
“best price,” triggering significant price increases on other 
payers, especially safety-net organizations.

340B intended to extend discounts similar to Medicaid 
rebates to safety-net organizations to prevent loss of 
services to patients who rely on the safety-net.  



“Covered Entities”

Source: GAO

https://www.gao.gov/assets/gao-21-107.pdf


340B Program Scope has Grown Significantly

Began with 
~5,600 Federal 
clinics and ~50 
public hospitals

Today it’s about 
⅓ Federal clinics 
and ⅔ hospitals



340B Accounted for $66B in Purchases in 2023

Source: HRSA 2023, 2024 via Drug Channels

Mostly through 
hospitals

Far less through 
grantees

https://www.drugchannels.net/2023/09/exclusive-340b-program-reached-54.html


340B Concentrated in Certain High-Cost Drugs in 2021

US spending on 
cancer drugs 
~$75B in 2021

Source: CBO 2024

https://www.cbo.gov/system/files/2024-06/60339-340B-Drug-Pricing-Program.pdf


340B Concentrated in Certain High-Cost Drugs in 2021

Source: CBO 2024

Higher cost drugs 
mostly through 
hospitals

Lower cost drugs 
mostly through 
grantees

https://www.cbo.gov/system/files/2024-06/60339-340B-Drug-Pricing-Program.pdf


How the 340B Subsidy Benefits Participants

340B designed to 
benefit the 
participants, who 
are assumed to 
pass benefits to 
patients



How the 340B Subsidy Benefits Participants 

-  $100 Cost of drug

+ $0 Reimbursement

+ $0 Co-payment

    - $100

Without 340B With 340B

-  $60 Cost of drug

+ $0 Reimbursement

+ $0 Co-payment

    - $60

Reduce losses by $40



How the 340B Subsidy Benefits Participants

-  $100 Cost of drug

+ $90 Reimbursement

+ $10 Co-payment

      $0

Without 340B With 340B

-  $60 Cost of drug

+ $90 Reimbursement

+ $10 Co-payment

 + $40

Generate $40 of Revenue*



How Much Revenue does 340B Generate?

Source: MN Statute 62J.461

https://www.revisor.mn.gov/statutes/cite/62J.461


Results from Minnesota’s 2023 Covered Entity Report

Source: MN MDH

$766M in gross 
340B revenue 
generated in 
Minnesota in 2023

https://www.health.state.mn.us/data/340b/docs/2024report.pdf


340B 
Revenue by 
Payer

Source: MN MDH

https://www.health.state.mn.us/data/340b/docs/2024report.pdf


340B 
Revenue by 
Entity Type

Source: MN MDH

https://www.health.state.mn.us/data/340b/docs/2024report.pdf


Source: MN MDH

340B 
Revenues 
Net of Fees 
by Drug 
Family

https://www.health.state.mn.us/data/340b/docs/2024report.pdf


Mixed Peer Review Findings on if 340B Benefits Patients
Federal grantee clinics increase provision of safety-net care 
(Watts et al. 2024, Nikpay et al. 2022) 

New 340B participation among hospitals is not associated 
with safety-net engagement on average (Nikpay et al. 2021, 
Desai et al. 2022) 

Public hospitals are an exception (Owsley et al. 2023) 

Source: Watts et al. 2024, Owsley et al. 2024, Nikpay et al. 2020, Desai et al. 2021

https://pubmed.ncbi.nlm.nih.gov/39365605/
https://jamanetwork.com/journals/jama-health-forum/fullarticle/2818087#google_vignette
https://pubmed.ncbi.nlm.nih.gov/32187392/
https://pubmed.ncbi.nlm.nih.gov/34668672/


Why Mixed Results? Poor Program Targeting

Source: Nikpay 2022

Most federal grantees 
must provide care 
regardless of cost 

Most hospitals face 
weaker, voluntary 
requirements

https://www.sciencedirect.com/science/article/pii/S004727272100219X


Increasing Role of Large, Outside, For-Profit Parties

Source: Nikpay et al. 2022

~40% of US retail 
pharmacies have 
>=1 contract 

https://www.sciencedirect.com/science/article/pii/S004727272100219X


Source: McGlave et al. 2024

Increasing Role of Large, Outside, For-Profit Parties

⅔ of contract pharmacy 
relationships with top 4 
pharmacy chains



Contract Pharmacies 
Don’t Always Pass 
Discounts to Indigent 
Patients

Source: GAO 2018



Outside Fees Paid 
per $100 of 340B 
Revenue from the 
Minnesota Covered 
Entity Report



GAO Sample of 30 Contracts
  Flat fee range: $6 - $15
  + for branded drugs: $5 - $7
  + for specialty drugs: $75 - $1,750
  Fees higher for insured patients
 
Fees negotiated with pharmacies

Contract Pharmacies Also Take Fees

Source: GAO 2018



Third Party 
Administrators also 
Also Take Fees

80% of providers use TPAs
Fees per prescription: $3.50 - $10
Fees per contract too

Source: GAO 2018



Third Party Administrator Ownership

TPAs that provide 
software solutions 
often owned by 
private equity or 
vertical health care 
entities 

Source: Nikpay and Halvorson 2023



New Contract Pharmacy Laws 

Source: Minnesota Statute Sec. 62J.96

https://www.revisor.mn.gov/statutes/2024/cite/62J.96


Contract Pharmacy Restrictions

Source: Quinones and Nikpay (2024) - manuscript available on request

Cumulative Letters and Restricted Share of Global Pharmaceutical Revenue, 2020 - 2023



Laws Prevent Plans from Varying Reimbursements

Source: Minnesota Statute Sec. 62W.07

https://www.revisor.mn.gov/statutes/2022/cite/62W.07


Should UPLs Exempt 340B Covered Entities?

PDABs must weigh:

Increased affordability of specific prescription drugs 
targeted for the UPL against possible decreased 
affordability of care overall

The answer should probably depend on whether covered 
entities pass discounts to patients or provide significant 
amounts of safety-net care
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