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Executive Summary

The 340B Drug Pricing Program gives eligible hospitals and clinics access to substantial
manufacturer discounts on outpatient medicines. The policy rationale is straightforward:
institutions serving vulnerable patients receive a federal financial benefit so they can
stretch scarce resources and support care for low-income and uninsured populations.!

Yet the federal program does not require hospitals to meet a uniform charity-care stan-
dard, nor does it provide the public with a comprehensive accounting of the revenue
hospitals generate through 340B and how they use those funds. That makes a basic
accountability question difficult to answer: are hospitals receiving 340B benefits, intend-
ed to support patients, measurably doing more for vulnerable patients than hospitals
outside the program?"

To provide a national benchmark, Pioneer Institute and CancerCare compared 3,999
hospitals using RAND-transposed CMS Healthcare Cost Report Information System
data linked to HRSA 340B covered-entity records. The analysis examined charity care,
charity care for uninsured patients, initial obligations of uninsured patients approved for
charity care, unreimbursed or uncompensated care, and Medicaid admission days.

Key Findings
- 340B hospitals reported significantly less charity care than non-340B hospitals: 2.16%
versus 2.82% of operating expenses.

- Charity care for uninsured patients was also significantly lower among 340B hospitals:
1.60% versus 2.26%.

- The initial obligation of uninsured patients approved for charity care was significantly
lower among 340B hospitals: 1.61% versus 2.27%.

- Overall unreimbursed or uncompensated care was lower among 340B hospitals, 6.90%
versus 7.18%, but the difference was not statistically significant.

- 340B hospitals served a greater share of Medicaid patients: Medicaid admission days
averaged 19.69% among 340B hospitals versus 17.76% among non-340B hospitals.

- Disproportionate Share Hospitals reported the highest Medicaid patient volume and
stronger charity-care performance than the overall 340B average, while Critical Access
Hospitals reported markedly lower levels on both measures.

These comparisons should be viewed as a conservative accountability benchmark.
Because 340B hospitals receive a federally created financial benefit in the form of
mandatory drug discounts unavailable to hospitals outside the program, parity alone
should not be the standard. Participating hospitals should be expected to demonstrate
a measurable additional benefit for uninsured and underinsured patients.

These results do not establish that 340B participation causes hospitals to provide
less charity care. The study is cross-sectional and unadjusted. But they do show that
receiving 340B benefits does not consistently correspond with greater direct financial
assistance for patients. That is an accountability problem policymakers can address
without waiting for a causal estimate.

The report also recommends extending accountability to contract pharmacies by
requiring measurable patient assistance and de-linking contract-pharmacy compensa-
tion from drug prices. The latter could be achieved through a transparent, flat, per-pre-
scription service fee aligned with the applicable Medicaid professional dispensing fee or
a comparable service-based standard.? @

340B hospitals
reported
significantly less
charity care then
non-340B hospitals:
2.16% versus
2.82% of operating
expenses.
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The 340B Program and the Accountability Question

The 340B Drug Pricing Program was established to expand access to care for low-in-
come and uninsured patients by allowing safety-net hospitals and clinics to purchase
outpatient drugs from manufacturers at discounted prices, with such discounts subse-
quently being arbitraged by the 340B entities to generate revenue.!

The program has expanded considerably. The Affordable Care Act extended hospital
eligibility to rural referral centers (RRC), sole community hospitals (SCH), critical access
hospitals (CAH), and certain free-standing children’s and cancer hospitals in addition
to DSH.# In 2010, Health Resources and Services Administration (HRSA) revised its
guidance to allow covered entities to contract with multiple pharmacies without a fixed
numerical limit.%

In 2025, IQVIA estimated that 340B purchases reached $179.5 billion when valued at list
prices, while HRSA reported $100.0 billion in covered outpatient drug purchases under
the program.® 7

Growth by itself is not evidence that a program is failing. But growth increases the
importance of knowing what taxpayers, patients, and policymakers receive in return for
the financial benefit. Today, federal policy does not require 340B hospitals to report a
complete accounting of 340B-related revenue publicly or to demonstrate that a defined
share of that benefit is used for charity care or direct patient assistance.’

Some states have begun filling that gap. Minnesota, for example, requires detailed
reporting of 340B revenues and other program-related financial information.®® These
state efforts underscore a broader federal problem: policymakers still lack standardized
information linking the size of an institution’s 340B benefit to measurable services for
low-income and uninsured patients.

Contract-Pharmacy Compensation and Intermediary Incentives

This report’s empirical analysis focuses on hospital performance. Contract-pharmacy
compensation raises a separate but related accountability issue, addressed here

as a policy consideration rather than as a finding of the hospital analysis. Contract
pharmacies add another layer to the 340B financial model. A 2025 Senate U.S. Senate
Committee on Health, Education, Labor, and Pensions (HELP) Committee majority staff
investigation found that contract-pharmacy agreements used multiple compensation
structures, including fixed dispensing fees, percentages of third-party reimbursement,
and combinations of the two. The report identified specialty-pharmacy arrangements in
which CVS received 13% of the negotiated reimbursement rate and other arrangements
in which Walgreens received administrative fees equal to 8% or 20% of contracted
reimbursement.!

Percentage-based compensation creates a policy concern distinct from the value of the
pharmacy’s professional dispensing service. When a contract pharmacy’s remuneration
increases with the reimbursement value or claim value of the medicine, the payment can
rise substantially simply because the drug is more expensive, even when the underlying

dispensing service is similar. For a federal safety-net program, that price-linked structure
can divert a larger share of the 340B margin to an intermediary without a corresponding
increase in patient benefit.

This concern is now reflected in federal reform proposals. The 340B Drug Pricing
Integrity and Affordability for Patients Act discussion draft released by Senate HELP
Committee Chairman Bill Cassidy on June 25, 2026, would require contract-pharma-
cy payments to be a flat dollar amount, unrelated to a drug’s price or discount. The
draft would also cap per-dispense remuneration at 125% of the pharmacy’s average
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per-prescription dispensing fee paid by all third-party payers.2 Medicaid offers a related
service-based model: states generally reimburse a drug’s ingredient cost separately
from a professional dispensing fee intended to reflect pharmacy dispensing services.
CMS reports, for example, a $10.50 professional dispensing fee in Kansas.?

Purpose of the Analysis

This analysis compares 340B and non-340B hospitals on reported measures directly
relevant to care for low-income and uninsured populations. The objective is to establish
an accountability benchmark: how do participating hospitals compare with hospitals
that do not receive 340B-related revenue on charity care, charity care for uninsured,
uncompensated care, and Medicaid patient volume?

Data and 340B Classification

We used RAND-transposed Center for Medicare and Medicaid Services (CMS) Health-
care Cost Report Information System (HCRIS) hospital cost report data, obtained on
May 1, 2025. We relied on the values reported in the RAND-transposed file and made
no additional adjustments to the underlying cost report values.”

Hospital-Reported Source Data

Although Pioneer Institute obtained the analytic file from RAND, the underlying CMS
HCRIS data are derived from Medicare hospital cost reports submitted directly by
hospitals to CMS. RAND transposes and organizes these CMS data; it does not
independently generate the hospital-reported charity-care, uncompensated-care, or
operating-expense values analyzed here. The measures in this report therefore reflect
hospitals’ self-reported information.

Hospitals were linked to HRSA 3408 covered-entity records. Hospitals identified as
active 340B covered entities during the relevant reporting period were classified as
340B participants; hospitals without an active HRSA 340B designation were classified
as non-340B.

Measures
- Charity care as a percentage of operating expenses;
- Charity care for uninsured patients as a percentage of operating expenses;

- Cost of the initial obligation of uninsured patients approved for charity care as a
percentage of operating expenses;

- Unreimbursed or uncompensated care as a percentage of operating expenses; and

- Medicaid admission days as a percentage of total hospital days.

Hospital Groups and Exclusions

The principal comparison was between all 340B hospitals and all non-340B hospitals.
We also examined four major 340B hospital categories: DSH, CAH, RRC, and SCH.

We excluded hospitals that did not report all required financial and patient-volume
parameters used in the analysis.

Statistical Analysis

We compared unadjusted mean values across hospital categories. Because group sizes
differed and we could not assume equal variances, we used Welch'’s t-test for inde-
pendent samples with unequal variances for pre-specified comparisons. We assessed
statistical significance at P<.05.
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Results

The final analytic sample included 3,999 hospitals: 1,559 non-340B hospitals and 2,440
340B hospitals. The 340B group included 1,146 DSH hospitals, 1,060 CAHs, 121 RRCs,
and 113 SCHs.

Charity Care and Assistance for Uninsured Patients

340B hospitals reported significantly lower average charity care than non-340B hospi-
tals: 2.16% versus 2.82% of operating expenses. Charity care for uninsured patients was
also lower: 1.60% versus 2.26%. The initial obligation of uninsured patients approved

for charity care averaged 1.61% among 340B hospitals versus 2.27% among non-340B
hospitals. All three differences were statistically significant.

Unreimbursed or uncompensated care was numerically lower among 340B hospitals
(6.90% vs. 7.18%), but the overall difference was not statistically significant.

Charity Uninsured Unreimbursed/
Hospital care charity care Initial uninsured uncompensated
category % OE % OE obligation % OE care % OE
Non-340B (all) 1,559 2.82 2.26 2.27 718
3408 (all) 2,440 2162 1.602 1.612 6.90
DSH 1,146 2.62 2.09 2.10 7.04
CAH 1,060 1.69 1.09 111 6.92
RRC 121 2.07 1.51 1.62 6.12
SCH 1183 2.00 1.50 1.50 6.20

Table 1. @ Statistically significant difference compared with all non-340B hospitals, P<.05.

Medicaid Patient Volume
340B hospitals reported significantly higher Medicaid admission days than non-3408B

340B hospitals

hospitals: 19.69% versus 17.76%. But averages conceal substantial variation. DSH hos- reported

pitals reported 29.89% Medicaid admission days, whereas CAHs reported only 8.40%. significantly
Hospital category Medicaid admission days % of hospital days higher Medicaid
Non-3408B (all 1,559 17.76 admission days
340B (all) 2,440 19.69° than non-340B
DSH 1,146 29.89 hospitals: 19.69%
CAH 1,060 8.40 versus 17.76%.
RRC 121 19.64

SCH 113 2212

Table 2. @ Statistically significant difference compared with all non-340B hospitals.

What the Findings Mean

The results reveal a clear accountability problem on direct patient assistance. 340B hos-
pitals treated a greater share of Medicaid patients, demonstrating an important role in
caring for low-income insured populations. At the same time, they reported significantly
less overall charity care and charity care for uninsured patients than hospitals outside
the program. A higher Medicaid share therefore does not answer the central question
raised by these findings: whether hospitals receiving a substantial 340B financial benefit
provide commensurately greater direct assistance to uninsured patients or those facing
significant financial challenges.
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Medicaid volume and charity care measure different dimensions of safety-net perfor-
mance. Medicaid volume reflects service to low-income insured patients; charity care
more directly measures financial assistance to vulnerable patients. Medicaid partic-
ipation should not be treated as a substitute for charity care. A program intended to
support low-income and uninsured populations should be accountable on both dimen-
sions, particularly when participating hospitals receive a financial benefit unavailable to
hospitals outside the program.

The DSH-CAH Difference Matters

The sharpest contrast is within 340B itself. DSH hospitals reported Medicaid admission
days of 29.89% and charity care of 2.62% of operating expenses. CAHs reported
Medicaid admission days of 8.40% and charity care of 1.69%.

That difference raises a structural question about 340B eligibility. DSH hospitals qualify
through a framework tied to low-income inpatient burden. Other hospital categories
enter the program through different statutory pathways. The data suggest that a single
label, “340B hospital,” can mask very different safety-net profiles.

A more coherent eligibility framework would preserve appropriate protections for rural
access while also establishing a measurable minimum expectation that participating
hospitals serve low-income populations.

Parity With Non-340B Hospitals Is an Insufficient Standard
The non-340B comparison should be understood as a floor, not a target: parity is an
insufficient policy standard. A hospital that receives 340B discounts should not be able

to satisfy the program’s accountability expectations merely by matching the charity-care

performance of hospitals that receive no 340B-related revenue. If 340B participation
provides an additional financial benefit, the appropriate policy question is whether that
benefit produces an additional, measurable safety-net return.

The comparison is also conservative because the measures analyzed here do not
capture tax contributions. HRSA eligibility rules exclude for-profit hospitals from 3408
and require participating hospitals to be government-owned or operated or to meet

specified nonprofit requirements.! The non-340B comparison group, however, includes

for-profit hospitals that pay local, state, and federal taxes. Those payments support

public services and strengthen the tax base of the communities in which those hospitals

operate. Yet this study does not reflect them in the charity-care, uncompensated-care,
or Medicaid measures. As a result, the public value provided by the taxpaying segment
of the non-340B group is greater than these findings alone indicate.

At the same time, 340B hospitals receive an additional federal financial advantage

through mandatory manufacturer discounts. Many nonprofit 340B hospitals also benefit

from federal income-tax exemption under section 501(c)(3), while public hospitals oper-
ate as governmental entities.'” These advantages do not diminish the value of the care
340B hospitals provide; they raise the level of accountability that should accompany
participation.

Accordingly, equal performance with non-340B hospitals should be viewed as a failure
of additionality. A meaningful 340B accountability standard should require participating
hospitals to demonstrate a measurable safety-net return above relevant non-340B
benchmarks.

A higher Medicaid
share therefore
does not answer
the central question
raised by these
findings: whether
hospitals receiving
a substantial

340B financial
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uninsured patients
or those facing
significant financial
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Transparency Is Necessary to Judge Performance The sharpest
A major limitation of current federal policy is that the public cannot easily compare a contrast is within
hospital’s 340B benefit size with the patient assistance it provides. Without standardized 340B itself. DSH

disclosure of 340B revenue and fund use, policymakers cannot determine whether insti-

tutions receiving the largest benefits also deliver commensurate support to low-income hospitals reported

and uninsured patients. Medicaid admission
This i | i days of 29.89%

is is not an argument that every 340B dollar must be booked as charity care. Hospi- Yy :
tals may use program resources to maintain services, support staffing, subsidize clinics, and charity care of
or finance other activities that directly and specifically benefit low-income and uninsured 2.62% of operating

patients. It is an argument for making those uses visible and measurable.

expenses. (CAHS)

Charity-Care Reporting Allows Substantial Hospital Discretion reported Medicaid
Although federal reporting frameworks define charity care and include reporting catego- admission days of
ries, hospitals retain substantial discretion in how they operationalize charity care through 8.40% and charity
financial-assistance policies.” Institutions can differ in eligibility thresholds, documenta- care of 1.69%."

tion, patient-screening and presumptive-eligibility processes, application procedures, and
accounting practices. Those choices affect whether eligible patients receive assistance
and how that assistance is ultimately reported. Standardized categories therefore do not
by themselves make charity-care measures fully comparable across hospitals.

Policymakers should strengthen reporting, documentation, and enforcement require-
ments. Transparent eligibility criteria, screening practices, approvals, denials, and
financial-assistance policies would allow assessments of whether 340B savings expand
direct patient assistance or are retained as institutional revenue.

Policy Recommendations

The findings support a more explicit accountability framework for hospital participation
in 340B. Policymakers should focus on measurable eligibility, transparent reporting, and
direct patient benefit.

1. Establish a Minimum Low-Income Patient-Burden Standard

Congress should establish a measurable minimum low-income patient-burden require-
ment across 340B hospital categories. The DSH framework is a logical starting point
because it links eligibility to a hospital’s low-income inpatient population. Policymakers
should evaluate whether the existing DSH adjustment threshold, or a comparable cat-
egory-adjusted measure, should serve as a baseline eligibility screen for other hospital
categories.

2. Require Charity-Care and Uninsured Patient-Assistance Standards
Significantly Above Non-340B Benchmarks.

340B participation should include explicit, enforceable expectations for direct patient
assistance. Federal policy should require participating hospitals to provide overall charity
care and charity care for uninsured patients at levels materially above appropriate non-
340B benchmarks, with category-specific adjustments where necessary to account for
hospital type, rurality, and patient population.

Congress and HRSA should establish a measurable margin above relevant non-340B
performance that participating hospitals must meet to demonstrate incremental patient
benefit.
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3. Account for Tax Status and the Broader Public Contribution

Congress and HRSA should account for tax status and other public financial advantag-
es when establishing 340B accountability benchmarks. Because the non-340B com-
parison group includes for-profit hospitals whose local, state, and federal tax payments
represent a public contribution not captured by charity-care measures,' benchmarks
should distinguish for-profit, nonprofit, and governmental hospitals from each other
where appropriate.

4. Standardize Charity-Care Definitions and Reporting

Hospitals retain substantial discretion in how they design and implement financial-assis-
tance policies. Federal standards should make charity-care measures more comparable
across institutions by clarifying definitions, documentation requirements, eligibility
practices, and reporting conventions.”

5. Require Auditable Reporting of 340B Revenue and Use of Funds
340B hospitals should separately track and publicly report revenue generated through
340B-related transactions and how those funds are used. Hospitals could satisfy the
requirement through a separate account, dedicated ledger, or equivalent auditable
accounting mechanism.

Reporting should also include material payments to outside entities involved in 340B
transactions, including contract-pharmacy arrangements, so policymakers can see how
much program revenue remains with the covered entity and how much flows to interme-
diaries.

6. Extend Patient-Assistance Obligations to Contract Pharmacies

Contract pharmacies that choose to participate in 340B should share in the program’s
patient-benefit obligations. Covered-entity agreements with contract pharmacies
should require a defined level of assistance for uninsured and underinsured patients
served through 340B arrangements. That assistance could include free or discounted
medicines, reduced or waived dispensing charges, or other documented financial
assistance under standardized eligibility criteria. A pharmacy that receives 340B-related
remuneration should not participate solely as a revenue-generating intermediary without
a measurable contribution to the vulnerable patients the program is intended to serve.

The precise accounting construct used for hospitals’ charity care may not transfer
directly to retail pharmacies. Still, the underlying principle should: if an outside pharmacy
elects to participate in the 340B financial model, its contract should include an enforce-
able patient-assistance obligation rather than allowing all program-related remuneration
to accrue as commercial revenue.

7. De-link Contract-Pharmacy Compensation From Drug Prices

Congress should prohibit contract-pharmacy compensation that is calculated as a
percentage of a drug’s reimbursement amount, claim value, retail or list price, 340B
spread, or 340B savings. Contract pharmacies should instead be paid a flat professional
service fee for each prescription dispensed on behalf of a covered entity. A transparent
benchmark for that payment is the professional dispensing fee established by the appli-
cable state Medicaid program, with narrowly defined adjustments when a pharmacy can
document materially different services or costs.®

This recommendation would remove the direct link between a medicine’s price and
the pharmacy’s 340B compensation. It is also directionally consistent with the June
2026 Senate HELP discussion draft, which would require flat-dollar contract-pharmacy

10
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remuneration unrelated to drug price and would cap the fee at 125% of the pharma-
cy’s average per-prescription dispensing fee from third-party payers.? The proposed
Medicaid benchmark is simpler and publicly transparent because it ties payment to a
government-established professional dispensing fee rather than the economics of the
underlying drug transaction.

8. Give Patients a Clear Path to Financial Assistance

Participating hospitals should provide a standardized notice explaining that the institu-
tion participates in the 340B Drug Pricing Program and clearly identifying how patients
can contact the hospital’s financial-assistance and charity-care program.

A patient notice will not resolve program-wide accountability concerns, but it would
connect the program’s safety-net purpose to a practical benefit for patients who may
qualify for assistance.

Conclusion

The 340B program is intended to strengthen the healthcare safety net. A program with
that purpose should demonstrate, in measurable terms, that its financial benefits align
with vulnerable patients’ needs.

This analysis finds that 340B hospitals served a greater share of Medicaid patients than
non-340B hospitals. It also finds that 340B hospitals reported significantly less charity
care, less charity care for uninsured patients, and lower initial obligations of uninsured
patients approved for charity care. Overall unreimbursed or uncompensated care was
also lower, although that difference was not statistically significant.

The variation within 340B is equally important. DSH hospitals showed substantially
greater low-income patient volume than CAHSs, reinforcing the need to examine whether
hospital eligibility rules consistently reflect safety-net burden.

The central policy implication is straightforward: 340B participation should not be
judged successful merely because participating hospitals match non-340B hospitals.
Hospitals receiving 340B discounts should demonstrate a measurably greater benefit
for uninsured and underinsured patients.

The same accountability principle should extend to contract pharmacies through
defined patient-assistance obligations and compensation tied to dispensing services,
not drug prices.

Transparency and measurable accountability would not weaken the 340B program.
They would establish the minimum evidence needed to show that a federal financial
benefit intended for the safety net produces an incremental and demonstrable benefit
for the patients and communities the program is meant to serve. The standard should
be clear: 340B hospitals should do significantly more, not merely the same.
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