
Contract pharmacies take a small fee 
and send the remaining savings back 

to community health centers to 
invest in its services.

Community health centers 
purchase drugs at a 

discounted 340B price 
from the manufacturer.

1 2 3

4
Manufacturer ships 340B 

drugs to community  
health centers’ contract 

pharmacies.

Contract pharmacies 
dispense drugs, passing 

340B savings to patients. 
Uninsured patients can get 

their drugs at cost.

In 1992, Congress enacted the 340B program, requiring drug manufacturers to provide discounted  
outpatient drugs to eligible community health centers.  The program allows community health centers 
to pass these savings on to patients while generating vital revenue to reinvest in their care.  

Understanding 340B

Here’s how the program works:

Contract pharmacies bill  
insurance companies the full retail 

price of dispensed medication.

Insurance companies pay  
contract pharmacies 

according to their 
negotiated rates.
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The 340B 
program is 

Less revenue for critical 
health center services

Less access 
 and higher costs 

for patients

Fewer resources 
for health  

centers

Worse patient 
outcomes

A fractured,  
unworkable 

program

Contract Pharmacy += + +

Pharmaceutical manufacturers are 
testing the limits of the 340B law in 
order to increase their profits and are 
imposing restrictions on the number of 
contract pharmacies that health entities 
can have.  Each manufacturer may opt 
for its own restrictions, which leads to a 
fractured system that provides less access 
to vulnerable patients. 

If left unaddressed, attacks 
on the 340B program will lead 
to the need for a solution that 

relies on taxpayer funds. 

Diminished capacity to  
meet patient demand

Poor medication adherence 
and worse health outcomes

Less access for patients and 
fewer 340B prescriptions filled

UNDER THREAT

RESTRICTIONS

These 
restrictions
on contract 
pharmacies mean...   

*Reproduced with permission from Esperanza Health Centers. 
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