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I	 Background

The 340B program has expanded considerably since its inception in 1992 and is projected to grow further in coming years 
due to contract pharmacy arrangements, practice acquisitions, Medicaid expansion and other factors. This growth has led 
to increased focus on the program, its role in overall utilization of drugs, and its relative size. One frequently cited analysis 
estimates that the 340B program accounts for 2 percent of annual U.S. drug purchases,1 but this statistic is misleading because 
it relies on methodological inconsistencies that prevent a true “apples-to-apples” comparison. For example:

•	 340B drug purchases are made at a heavily discounted price. The “2 percent” calculation selectively reflects 340B program 
discounts while failing to account for the rebates and discounts that reduce net U.S. drug spending in other contexts.  
The calculation relies on an inconsistent methodology that minimizes the numerator and maximizes the denominator, 
resulting in an artificially low percentage.

•	 Current estimates of 340B drug sales exclude certain types of purchases, including direct sales to 340B covered entities, 
ADAP rebate sales, and sales made through certain specialty distributors. This further understates total 340B purchases 
and the “2 percent” calculation. 

•	 By design, the 340B program is limited to a subset of the overall U.S. drug market, because 340B drugs are exclusively for 
outpatient use and are mutually exclusive of drugs subject to the Medicaid rebate (i.e. by law, outpatient drugs utilized 
by Medicaid members are supposed to be subject to either the discounted Medicaid price or the 340B price but not 
both). Including inpatient drugs and all Medicaid spending in the “2 percent” calculation inflates the denominator and 
skews the result.

•	 Branded drug utilization rates differ significantly between the overall U.S. market and the 340B program. About 90 
percent of 340B sales are for branded medicines2 while that same metric is approximately 72 percent for the overall 
U.S. market.3  Given the high concentration of brand utilization in the 340B program, comparisons that include overall 
generic utilization artificially decrease the relative size of the 340B program.

This whitepaper presents a methodology for determining the size of the 340B program relative to an appropriate benchmark 
and estimates the percentage of applicable US branded drug sales made at a 340B price from 2013 to 2019.

1	 American Hospital Association, Statement of the American Hospital Association before the Health Subcommittee of the Committee on Energy and Commerce 
of the U.S. House of Representatives, “Examining the 340B Drug Pricing Program,” hearing, (March 24, 2015), accessed April 2, 2015, at: http://www.aha.org/
testimony.

2	 See Bobby L. Clark, John Hou, Chia-Hung Chou, Elbert S. Huang, and Rena Conti, “The 340B Discount Program: Outpatient Prescription Dispensing Patterns 
Through Contract Pharmacies,” Health Affairs 33: 11 (2014):2012 2017.  This study calculated the percentage of branded prescriptions dispensed by Walgreens’ 
pharmacies in 2012 (18%), as well as the same percentage for 340B prescriptions (46%).  To convert these quantity breakdowns into dollar-based breakdowns, 
this study assumes that the proportion of branded drug spend to all drug spend forecast by IMS for 2013 is identical to the proportion at Walgreens in 2012.  
This implies that branded prescriptions accounted for 74 percent of all 2012 Walgreens prescriptions in dollar terms and that the average spend per branded 
prescription dispensed by Walgreens in 2012 was 13 times that of a generic.  Using this ratio, an estimated 92 percent of 2012 Walgreens’ 340B prescriptions were 
branded, in dollar terms.  This study assumes that the 340B branded/generic spending breakdown is similar for physician-administered drugs that would not 
be dispensed through retail pharmacies such as Walgreens.  This assumption is supported by a June 2011 HHS OIG study entitled “States’ Collection of Medicaid 
Rebates for Physician-Administered Drugs”.

3	 IMS Health, “IMS Market Prognosis 2015-2019: North America – United States” (March 2015).








