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Issue

Consistent with the original and continuing intent of the 340B 
program, AAMC-member teaching hospitals and their clinical 
faculty, residents, and students are committed to this safety 
net mission in expanding access to care for underserved and 
vulnerable patients. While they represent only 5 percent of all 
hospitals, major teaching hospitals account for 25 percent of 
all Medicaid discharges, 20 percent of all Medicare discharges, 
and 35 percent of the country’s charity care. Compared with 
physician offices and other hospitals, major teaching hospitals 
provide care to a higher proportion of low-income, dual-eligible, 
disabled, and minority patients. As major referral centers with 
highly specialized expertise, these academic medical centers 
(AMCs) serve a sicker, more complex, and more vulnerable 
patient population—patients who often are unable to seek the 
necessary care elsewhere. Hospitals use the savings from the 340B 
program to provide free or low-cost prescription drugs and to 
expand services and programs to low-income, uninsured patients.

Background

The 340B program is administered by the Health Resources 
and Services Administration (HRSA). Other than modest 
appropriations to administer the program, the 340B program 
is self-sustaining in that the financial support hospitals receive  
is derived from drug manufacturer discounts, rather than through 
additional federal investments. Under the program, drug  
manufacturers offer lower prices on covered outpatient drugs 
to eligible hospitals (e.g., those with a Medicare disproportionate  
share percentage over 11.75 percent) and other settings, enabling  
these eligible entities to reinvest the difference in health care 
services for underserved and uninsured patients. The program 
accounts for just 2 percent of the annual drug purchases in  
the United States.

Through the savings generated from the 340B drug discounts 
from pharmaceutical companies, qualifying AAMC-member 
hospitals have been able to fund a wide range of programs  
to expand the provision of health care in their communities. 
For example, hospitals operate a variety of programs and  
services that otherwise would not be financially viable:

•  Programs to provide free or substantially discounted  
prescriptions to uninsured or low-income patients

• Dialysis centers in low-income, underserved areas

•  Smoking-cessation programs to help uninsured  
and underinsured patients gain access to cessation drugs

• Clinics that provide health care to underserved populations

• Mobile units for patients who are unable to visit a clinic

•  Multidisciplinary clinics for patients discharged with  
mental health issues

In August 2015, HRSA released proposed omnibus guidance 
covering numerous provisions of the program. In its comments 
to HRSA, the AAMC expressed concern that the proposed 
guidance would pose substantial financial and operational 
challenges to hospitals participating in the program, restricting 
the scope of the 340B program in a manner that is inconsistent 
with long-standing HRSA policy and the underlying goals of  
the statute. A narrower 340B program likely would reduce access 
to patient care services supported as a result of the program, thus 
weakening its impact. The AAMC also noted that the proposed 
guidance would impose burdensome new requirements on  
participating hospitals that already are subject to strict and 
administratively complex program integrity requirements.

ISSUE SUMMARY

Congress created the 340B Drug Pricing Program in 1992 to allow certain safety net hospitals (known as covered entities) 
to purchase outpatient drugs at a discount from drug manufacturers “to stretch scarce Federal resources” and expand health 
care services to vulnerable populations. In the decades of the program’s existence, the savings produced by the 340B program 
have become essential to hospitals as they struggle to meet the needs of the communities and patients they serve.
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AAMC Policy Recommendations

•  The AAMC strongly supports the 340B program and opposes 
efforts to restrict the scope of the program. Under a narrower 
program, patients likely would lose access to services that are 
financially untenable without the savings generated by the 
340B discounts.

•  The AAMC welcomes the opportunity to garner additional 
clarity from HRSA about the program requirements. Guidance 
should strike the appropriate balance between feasible, clear 
requirements for all participants to demonstrate compliance and 
sufficient flexibility for providers so that the patients who are 
ultimately served by the program continue to benefit from it.
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AAMC October 2015 HRSA 340B Comment Letter
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