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For 340B Hospitals,
Financial Strength Does Not
Translate into Charity Care

By Gauri Binoy

We hypothesize that these financially strong hospitals should perform strongly on charity care com-
pared with state and national averages. We conclude that, because charity care levels are related to
state-specific health care choices, state averages are a more appropriate comparison. The discounted
pricing is intended to allow hospitals to use their resources to better serve patients and invest in

community outreach.

Becker’s analysis hypothesized that these 340B hospitals should perform strongly compared to

national and state averages when it came to charity care.

Using Pioneer’s 340B Data Tool, we pulled data for the hospitals falling under 340B classifications.
Of the 53 hospitals listed in Becker’s, 29 are classified as 340B hospitals/health systems. Of those
29, 18 hospitals/health systems underperformed the national average of 2.28 percent of operating
expenses for charity care during 2022, the most recent year for which data are available. Twenty-two
hospitals/health systems underperformed in charity care compared to their respective state averages.

Charity care is dependent upon whether states expanded their Medicaid programs, since without
expansion, a state’s relative average charity care percentage will be higher. Because of this, Becker’s
concluded that the state average is the more appropriate comparison. In more general terms, over 40
percent of the strongest hospitals in the United States are underperforming in charity care, despite
receiving 340B drug discounts to promote charity care.

This evidence calls into question where hospitals are spending the money they save from drug price
discounts. In addition, since hospitals qualify for the discounts because of the patient population
they treat, one would assume that they would use the savings to benefit those patients. It further
raises the question of whether those patient groups are able to access a range of drugs if they are
presented at higher prices.

These findings call for higher levels of transparency in hospital operations, especially those hospitals
that receive federal aid to improve access to care. To ensure that the savings from drug discounts
are in fact going to improve patient care, hospitals must adhere to stricter guidelines concerning the

provision of charity care.
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