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T he 340B Drug Pricing Program was created in 1992 to support 

safety-net health care providers by offering them federally 

mandated discounts on outpatient prescription drugs.1 

The program increases access to care for safety-net–reliant populations 

in 2 ways. First, it entitles eligible safety-net clinics and hospitals to 

substantial discounts on outpatient drugs that can be given for free 

or at a low cost to patients with limited ability to pay. Second, the 

program has been widely interpreted as allowing safety-net providers 

to charge insured patients full price for discounted outpatient drugs, 

using the difference between reimbursements and discounted costs 

to fund safety-net activities. To this end, the Health Resources and 

Services Administration (HRSA) states that 340B enables participants 

to “stretch scarce federal resources as far as possible, reaching more 

eligible patients and providing more comprehensive services.”2

Participants include federally sponsored safety-net clinics with 

an explicit mission to provide care regardless of cost, as well as 

certain nonprofit and public hospitals. Hospitals’ participation 

in the program has garnered controversy in recent years due to 

the growth of clinics registered to dispense 340B-eligible drugs.3 

Evidence from numerous studies has called into question whether 

340B hospitals are using the program to enhance safety-net care, 

as clinics registered to dispense discounted drugs grew dispropor-

tionately in higher-income communities that contain relatively 

fewer safety-net patients.4 Moreover, participation in 340B is not 

associated with increases in care to safety-net patients or more 

comprehensive services.3 Perhaps as a result of these and other 

findings, CMS is attempting to reduce Medicare reimbursements 

to hospitals for physician-administered 340B-eligible drugs.5

Although researchers and policy makers have been focused on 

the growth of clinics through which 340B-discounted drugs could 

be administered by physicians, so-called “contract pharmacies” 

have grown exponentially. Contract pharmacies are community 

retail pharmacies authorized to dispense 340B-eligible drugs to 

patients of 340B participants. The spread between the reimburse-

ments and the discounted price is split between the pharmacy and 

the 340B-eligible provider, who remits a portion of the savings 

to the pharmacy in the form of a fee.6 Since 2010, when the limit 
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of 1 contract pharmacy per 340B participant was eliminated, the 

number of contract pharmacies has increased more than 6-fold, 

from less than 3000 to more than 20,000 by 2017.7

Despite this rapid growth, the characteristics of communities 

in which contract pharmacies were established since 2010 are 

unknown. Furthermore, it is also unknown whether growth in 340B 

contract pharmacies was proportional between the 2 main types of 

340B participants: safety-net clinics and selected hospitals. In this 

study, we analyzed county-level data on growth of 340B contract 

pharmacies between 2009 and 2019 and estimated associations 

between growth of pharmacy contracts with either 340B hospitals 

or 340B safety-net clinics and community-level measures of the 

availability of health care providers, health care spending, popula-

tion, and socioeconomic characteristics.

DATA
Data on the 340B contract pharmacies came from the HRSA Office 

of Pharmacy Affairs Contract Pharmacy List. We extracted the zip 

code of each contract pharmacy and its registration status between 

2009, the year before the restriction on 1 pharmacy per 340B 

provider was removed, and 2019, the most complete year of data. 

For zip codes that spanned multiple counties, we assumed that the 

pharmacy was located in the most populous county. By aggregating 

to the county level, we could link our data to a variety of annual 

county-level data sets, including (1) the US Census Bureau’s Small 

Area Health Insurance Estimates8 to assess uninsured rates, (2) the 

Small Area Income and Poverty Estimates9 to assess poverty rates, 

(3) the HRSA Medical Underservice Files10 to assess measures of 

access to health care providers, (4) the CMS annual county-level 

spending file,11 and (5) the US Department of Agriculture’s Rural-

Urban Continuum Codes12 to assess the nonmetropolitan status of 

each county. After linking all data sets at the county level, removing 

counties from US territories, and removing counties with missing 

information, our final data set included 2806 counties of the 3142 

total possible counties in the United States and territories. Although 

community pharmacy markets may not follow county designation, 

we followed other studies and defined communities at the county 

level due to the availability of county-level 

characteristics data.13,14

METHODS AND 
OUTCOMES
We first present county maps of 340B contract 

pharmacy penetration in 2009 and in 2019, 

separately for pharmacies associated with 340B 

safety-net clinics and 340B hospitals. We also 

present in the eAppendix (available at ajmc.

com) descriptive statistics of counties with and 

without pharmacies in 2009 and in 2019. We then 

used a multivariable logistic regression model 

to estimate the odds ratio (OR) of gaining a pharmacy contract with 

either a hospital or a safety-net clinic with respect to county-level 

characteristics. Our dependent variables of interest were indicators 

set to 1 if a county gained a pharmacy contract with a 340B hospital 

or a 340B safety-net clinic between each year, y, and the previous 

year, y – 1. Our independent variables of interest were county-level 

characteristics lagged by 1 year: uninsured rates, poverty rates, 

medically underserved status, rural status, and per capita Medicare 

spending. We also included measures of annual population growth 

and state-by-year fixed effects to control for differences in population 

growth and secular state-specific time trends. We estimated separate 

regressions for safety-net clinics and hospitals.

RESULTS
The Figure presents county-level penetration of contract pharma-

cies in 2009 and 2019 by contracting 340B entity type. In 2009, only 

3.2% of all US counties contained a pharmacy that had established a 

contract with a 340B-participating hospital. By 2019, this percentage 

had risen to 76.3%. In contrast, 20.8% of US counties contained a 

pharmacy that had contracted with a 340B-participating safety-net 

clinic in 2009, rising to 64.8% of counties by 2019. Communities 

with at least one 340B pharmacy contract had similar poverty and 

uninsured rates in 2009, but by 2019, communities with 340B 

pharmacy contracts tended to have lower poverty and uninsured 

rates. Both types of communities were consistently more likely to 

be located in urban areas and in counties that were not designated 

as medically underserved. (See eAppendix for results.)

The Table presents estimated associations between the probability 

of gaining a contract pharmacy and 1-year lagged county-level 

characteristics, separated by type of 340B entity. The odds of gaining 

a pharmacy contract with a 340B hospital were lower among counties 

with higher uninsured rates than those with lower ones (OR, 0.19; 

95% CI, 0.04-0.90). There was no statistically significant associa-

tion between the odds of gaining a pharmacy contract with a 340B 

safety-net clinic and the uninsured rate. In contrast, there was no 

association between the odds of gaining a pharmacy contract with 

a hospital and the county-level poverty rate in the previous year. 

TAKEAWAY POINTS

Our results demonstrate that the pattern of expansion of contract pharmacies differs between 
340B hospitals and 340B safety-net clinics, suggesting that the 2 types of participants may 
use the program differently.

 › Contract pharmacies have grown substantially in the past decade, especially for hospitals 
participating in 340B.

 › Growth of contracts with 340B hospitals was less likely in areas with higher uninsured rates 
and in medically underserved areas.

 › Growth of contracts with 340B safety-net clinics was more likely in areas with higher poverty 
rates and in metropolitan areas.

 › Policy proposals to reform 340B should consider reforms for safety-net clinics and hospitals 
separately.
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However, the odds of gaining a contract with a safety-net clinic 

were significantly higher among counties with higher poverty rates 

than those with lower ones (OR, 6.60; 95% CI, 2.38-18.29). The odds 

of gaining a contract with a 340B hospital were significantly lower 

among medically underserved areas (MUAs) than non-MUAs (OR, 

0.84; 95% CI, 0.77-0.92). However, the odds of gaining a pharmacy 

contract with a safety-net clinic did not differ between MUAs and 

non-MUAs. The odds of gaining a contract with a 340B hospital 

did not differ between rural and nonrural counties, but the odds 

of gaining a contract pharmacy with a safety-net clinic were lower 

among rural counties than nonrural ones (0.75; 95% CI, 0.66-0.84). 

The odds of gaining a pharmacy contract with either a safety-net clinic 

or a 340B hospital did not differ by per capita Medicare spending.

DISCUSSION
The fraction of counties that had at least one 340B contract pharmacy 

increased substantially between 2009 and 2019, but especially so 

for hospitals, which had lower county-level penetration at baseline. 

Today nearly three-fourths of all counties contain at least 1 pharmacy 

that has established a contract with a 340B hospital. The factors 

associated with growth differed between hospitals and safety-net 

clinics. Although gaining a pharmacy contract with a hospital was 

more likely to occur in lower-poverty areas and nonmetropolitan 

areas, the opposite was true for safety-net clinics. Furthermore, 

pharmacy contracts with 340B safety-net clinics were more likely 

to occur in areas that had higher uninsured rates in 2009. This 

is important because 340B participants can generate revenue 

from charging insured patients full price. For both types of 340B 

participants, the probability of establishing at least 1 contract 

pharmacy has little relationship to the availability of health care in 

2009. As a result, it appears that 340B participants are not targeting 

contract pharmacies in MUAs. Further, it does not appear that newly 

established contract pharmacies were particularly likely to be in 

areas with fewer pharmacies per capita.

The costs of the 340B program are borne by taxpayers and indi-

viduals who purchase private insurance, as the subsidy is funded 

by charging Medicare and privately funded patients full price for 

discounted drugs. The costs are also borne by drug manufacturers 

who must offer the 340B discounted price to have their drugs covered 

by the Medicaid program. Additionally, group-specific discount 

programs, such as 340B, may contribute to drug price inflation.15

Limitations

Our results have several limitations. First, we were unable to assess 

the volume of 340B-eligible prescriptions filled; therefore, we 

FIGURE. 340B Contract Pharmacy Penetration by Year and 340B Participant Typea

aDarker-shaded counties are those that have at least one 340B contract with a community pharmacy; lighter-shaded counties have no 340B contracts.

Source: 340B Office of Pharmacy Affairs Contract Pharmacy Database, 2009 and 2019.
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cannot rule out that contract pharmacies were established but no 

340B-discounted drugs were dispensed. Second, our choice of the 

county to measure 340B contract pharmacy growth may not serve 

as a good proxy for retail pharmacy markets. Third, we lacked a 

unique pharmacy identifier. Therefore, we could not identify the 

number of unique contract pharmacies, only the number of unique 

pharmacy contracts with 340B providers. An investigation by the 

Government Accountability Office found that some pharmacies have 

multiple contracts with 304B providers.6 As a result, the number of 

contracts is an overestimate of overall growth in contract pharma-

cies.6 Fourth, our geographic unit of analysis, the county, may not 

fully approximate local pharmacy markets, especially in urban 

counties. However, we were unable to assess market characteristics 

at a level lower than the county.

The differential patterns of growth between hospitals and safety-

net clinics suggest that these 2 types of entities may be using the 

program differently. Commercial and Medicare payer mix differs 

substantially between US hospitals and federally sponsored safety-net 

clinics, with significantly more uninsured and Medicaid patients at 

federally sponsored clinics and more privately insured and Medicare 

beneficiaries at hospitals. Because hospital participants have a 

greater potential to profit from 340B, it is reasonable to assume 

that they may be more likely to pursue contracts in counties that 

target their higher-income and well-insured patients. This pattern 

of growth is similar to that found for 340B clinics.4 By contrast, 

safety-net clinics have little potential to profit from the program 

and may be more likely to pursue contracts that serve all patients.

Our results can inform current debates over whether and how 

to reform the 340B program. These debates center on whether 

participants use the program to enhance safety-net care or to further 

strategic objectives such as gaining market share. First, our results 

suggest that reform efforts must consider and include contract 

pharmacies, which have been absent from current policy proposals. 

Second, our results add systematic, albeit descriptive, evidence of a 

difference in how the 2 main types of participants use the program. 

Thus, policy proposals must consider reforms affecting each type 

of participant separately. However, further evidence on differences 

in how safety-net clinics and hospitals use this program is needed.

CONCLUSIONS
The growth of 340B contract pharmacies since 2010 is unprecedented. 

Our study’s findings suggest that both the level of growth and the 

patterns of county-level growth differ between safety-net clinics 

and hospitals. To the best of our knowledge, this is the first study to 

investigate the geographic distribution of 340B pharmacy contracts. n
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TABLE. Association of the Probability of Gaining a Contract Pharmacy 
With Lagged County-Level Characteristics, Estimated Odds Ratios by 
340B Provider Type

Characteristic

Hospitals Safety-net clinics

Odds 
ratio 95% CI

Odds 
ratio 95% CI

Uninsured ratea 0.19 0.04-0.90 0.30 0.05-1.95

Poverty rateb 0.65 0.26-1.61 6.60 2.38-18.29

Medically underserved areac 0.84 0.77-0.92 1.02 0.91-1.14

Nonmetropolitan countiesd 1.00 0.91-1.08 0.75 0.66-0.84

Per capita Medicare spendinge 1.00 1.00-1.00 1.00 1.00-1.00

Constant 0.02 0.04

Source: 340B Office of Pharmacy Affairs Contract Pharmacy Database, 2010-
2019 (N = 2806 counties) linked to the following county-level data sets: the 
Small Area Health Insurance Estimates,a the Small Area Income and Poverty 
Estimates,b the Health Resources and Services Administration’s Medically 
Underserved Areas File,c the US Department of Agriculture Rural-Urban 
Continuum Codes,d and the Medicare Annual Spending File.e 
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Table 1: Descriptive Statistics of Counties with and Without Pharmacies, 2009 and 2019  
Panel A: Hospitals  

2009 
 

2018  
No CP (N=2,716) CP (N=90) P-Value 

 
No CP (N=846) CP (N=1,960) P-Value 

Rural 1,402 (51.62%) 7 ( 7.78%) <0.01 
 

479 (56.62%) 930 (47.45%) <0.01 
Uninsured (%) 21.37 (6.47) 20.76 (6.19) 0.38 

 
12.88 (5.18) 10.48 (4.61) <0.01 

Poverty (%) 16.30 (6.33) 15.42 (5.30) 0.19 
 

16.59 (6.71) 14.50 (5.54) <0.01 
Medically Underserved Area 1270 (46.76%) 11 (12.22%) <0.01 

 
520 (61.47%) 781 (39.85%) <0.01 

Per Capita Spending (1K) 8.5 (1.4) 9.1 (1.5) <0.01   10.0 (1.5) 9.8 (1.5) <0.01  
Panel B: Safety-Net Clinics  

2009 
 

2019  
No CP (N=2,223) CP (N=583) P-Value 

 
No CP (N=1,074) CP (N=1,732) P-Value 

Rural 1,226 (55.15%) 183 (31.39%) <0.01 
 

766 (71.32%) 643 (37.12%) <0.01 
Uninsured (%) 21.45 (6.52) 20.95 (6.21) 0.10 

 
11.35 (5.33) 11.12 (4.64) 0.22 

Poverty (%) 16.11 (6.25) 16.88 (6.46) 0.01 
 

14.11 (5.75) 15.76 (6.06) <0.01 
Medically Underserved Area 1072 (48.22%) 209 (35.85%) <0.01 

 
544 (50.65%) 757 (43.71) <0.01 

Per Capita Spending (1K) 8.5 (1.4) 8.6 (1.5) 0.05   9.9 (1.6) 9.9 (1.4) 0.19 
 

Source: 340B Office of Pharmacy Affairs Contract Pharmacy Database, 2010-2019 (N=2,806) linked to the following county level 

datasets: the Small Area Health Insurance Estimates,a the Small Area Income and Poverty Estimates,b the Health Resources and 

Services Administration’s Medically Underserved Areas File,c the Medicare Annual Spending File,d and the United States Department 

of Agriculture Rural-Urban Continuum Codes.e The sample includes 2,806 counties. 
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