
 

 

 

 

  

Senate Health Committee  

Testimony on  

SB 198  

 

Submitted by the American Benefits Council 

November 11, 2025 

 



2 

 

Chair Huffman, Vice Chair Johnson, Ranking Member Liston, and members of the 
Senate Health Committee: 

Thank you for the opportunity to provide testimony today in opposition to Senate 
Bill 198 on behalf of the American Benefits Council (“the Council”). 

Employers are deeply concerned about the significant cost that explosive growth 
of the 340B drug pricing program has imposed on employer-sponsored health plans. 
The growth of the 340B program is raising costs for employers and working families by 
fueling hospital-physician consolidation, affecting discounts in the commercial market 
and promoting increased use of higher-cost therapies. The Council is opposed to federal 
or state legislation that could further expand the program and accelerate this trend, 
such as by requiring that the 340B discount prices be offered regardless of the manner 
or location in which a drug is dispensed, including if a contract pharmacy is used to 
dispense 340B drugs to patients. 

The Council is a national non-profit organization dedicated to protecting employer 
sponsored benefit plans. The Council represents more major employers—more than 220 
of the world’s largest corporations—than any other association that exclusively 
advocates on the full range of employee benefit issues. Members also include 
organizations supporting employers of all sizes. Collectively, Council members directly 
sponsor or support health and retirement plans covering virtually all Americans 
participating in employer-sponsored programs. 

 More than 30 years since its enactment, the 340B program has expanded far beyond 
the intended purpose. Earlier this year, the Council issued a paper explaining how 
employers, working families and taxpayers are shouldering a significant cost of the 
340B drug pricing program’s expansion, while the program is failing to sufficiently 
benefit the vulnerable patients it was intended to serve. This report, Growth 
Unchecked: A Call to Action for Policymakers to Reform 340B to Stop if from 
Driving up Health Care Costs for Employers, Working Families and Taxpayers (“the 
Council’s report”), examines the impact of the exponential growth of the 340B Drug 
Pricing Program on employers and their workers and highlights the need for reform. A 
recent report by the Congressional Budget Office (CBO)  examining the factors 
contributing to the growth in the 340B drug pricing program and the impact on the 
federal budget adds further evidence that the program has veered far from its mission 
and is raising costs for payers, patients and the government.  

The Council has urged Congress to work with us on comprehensive federal 
legislative reforms that ensure the 340B program is helping vulnerable patients in 
underserved communities without raising costs for millions of Americans with 
employer-sponsored health coverage.  
 

https://www.americanbenefitscouncil.org/pub/?id=3a7c4af1-e3e9-ba95-048a-23ce4b99bb4f
https://www.americanbenefitscouncil.org/pub/?id=3a7c4af1-e3e9-ba95-048a-23ce4b99bb4f
https://www.americanbenefitscouncil.org/pub/?id=3a7c4af1-e3e9-ba95-048a-23ce4b99bb4f
https://www.cbo.gov/publication/60661
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By offering health coverage to more than 180 million Americans, 
employers are a key stakeholder in legislative efforts to amend the 340B 
program. 

Providing health coverage to more than 180 million Americans,1 employers play a 
critical role in the health care system and drive innovations from which the entire health 
system benefits. With a vested interest in securing the health and well-being of their 
employees, employers deliver high-value, innovative health coverage to workers and 
their families. However, employers are deeply concerned about rising health care costs 
that threaten this value. According to a survey by the Kaiser Family Foundation, annual 
premiums for employer-sponsored health coverage reached $25,572 this year, an 
increase of 7% from the prior year, with workers, on average, paying $6,296 toward that 
cost.2 

Hospital spending is the largest health spending category in the United States, 
accounting for almost one-third of all expenditures. Rising prices for hospital services 
have contributed to a nearly 50% increase in private health plan spending from 2012 
through 2022.3 To lower the cost of employer-sponsored health coverage, it is therefore 
necessary to examine the factors contributing to rising hospital care prices. As explained 
below and in greater detail in the Council’s report, the 340B program is an important 
factor driving higher hospital prices and, in turn, higher prices for employer-sponsored 
health coverage. 

The 340B program should not be seen as unrelated to employer-sponsored health 
coverage. The program does not operate in isolation, but instead impacts payers across 
the health care system including the commercial, Medicare, and Medicaid markets. 
Proponents of 340B claim it has no federal cost because it relies on discounts provided 
by one private entity (a prescription drug manufacturer) to another (a covered entity).4 

This claim that the 340B program has no cost beyond the discounts provided by 
manufacturers fails to consider the program’s impact on employer-sponsored health 
plans, through which the majority of Americans receive their health coverage. 

A careful examination of the impact of the 340B program on employers and working 
families is essential in evaluating the true cost of the program and in considering 
legislation to reform it. As employers seek to ensure that the 340B program is working 
as it was intended and does not raise costs for employer-sponsored health plans, the 

 
1 U.S. Census Bureau, Health Insurance Coverage in the United States: 2024 (September 2025) 

2 Kaiser Family Foundation, 2024 Employer Health Benefits Survey (October 9, 2024) 

3 U.S. Government Accountability Office, Health Care Transparency: CMS Needs More Information on 
Hospital Pricing Data Completeness and Accuracy (October 2, 2024) 

4 The American Hospital Association has asserted, “340B doesn’t cost the government one penny.” See 
340B Hospital Community Benefit Analysis (2023) 

https://www2.census.gov/library/publications/2025/demo/p60-288.pdf
https://www.kff.org/health-costs/report/2024-employer-health-benefits-survey/
https://www.gao.gov/products/gao-25-106995
https://www.gao.gov/products/gao-25-106995
https://www.aha.org/guidesreports/2023-10-19-340b-hospital-community-benefit-analysis
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Council calls upon you to carefully consider the impact of the program on employers 
and working families. 

 
How did 340B get so big and whom does it benefit? 

The 340B program was originally designed to help covered entities that serve low-
income patients more easily afford prescription drug medicines, to lower costs for and 
better serve those low-income patients. Instead, health systems are using the program 
in profit-driven ways and passing higher costs on to employers, families and taxpayers 
– meanwhile failing to assist the low-income patients the program was originally 
designed to help.  

The Council’s report explains that the factors underlying this growth include: 

• Exponential growth in participation by non-profit hospitals. 

• Hospital/provider consolidation and proliferation of offsite outpatient 
departments or “child sites.” 

• Increases in contract pharmacy arrangements. 

• A vague definition of “eligible patient.” 

• A lack of transparency and lax oversight of covered entities, especially hospitals, 
by HRSA. 

The financial incentive for hospitals to participate in 340B is profound. Covered 
entities can purchase prescription medicines at a substantial discount — an average of 
59% off of list price, on average — but charge patients and their insurance (including 
employers) considerably more, allowing hospitals to retain the “spread.”5 Grantees 
generally are required to use revenue gained in this way for purposes aligned with their 
grant terms, but there is no similar restriction on hospitals’ use of 340B revenue.6 

Participation in 340B thus generates significant revenue for hospitals without assurance 
or clear evidence of its use to support or improve services for vulnerable patients.7 

 
5
 Berkeley Research Group, “340B Program at a Glance” (2025) 

6
 Community Access National Network, 340B Commission’s Final Report on the 340B Drug Discount 

Program: The Issues Spurring Discussion, Stakeholder Stances and Possible Resolutions (2019) 

7 S Desai and JM McWilliams, “340B Drug Pricing Program and hospital provision of uncompensated 
care” Am J Manag Care 2021;27(1):432- 437. See also: 

• K Owsley et al., “US hospital service availability and new 340B program participation” JAMA 

file:///C:/Users/JasonHammersla/AppData/Local/Microsoft/Windows/INetCache/Content.Outlook/4NNV4WI4/Berkely%20Research%20Group,
https://www.tiicann.org/admin_340b-commission.html
https://www.tiicann.org/admin_340b-commission.html
https://pubmed.ncbi.nlm.nih.gov/34668672/
https://pubmed.ncbi.nlm.nih.gov/34668672/
https://pubmed.ncbi.nlm.nih.gov/38700853/
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Employers understand the importance of the safety net and support the mission of 
the 340B program as Congress originally intended it. But, with clear evidence of 
covered entities moving into more affluent areas, which expands the number of 
commercially insured patients potentially filling 340B prescriptions, employers are 
deeply concerned with the impact this has on their health care costs. It is critical to 
ensure that 340B is used to strengthen the safety net for vulnerable patients, as opposed 
to generating revenue for hospitals to use for other purposes at the expense of 
employers and working families. 

 
340B raises costs for employers, workers and taxpayers. 

The Council’s report reviews existing research demonstrating that the 340B program 
is raising health care costs for employer-sponsored health plans, directly and indirectly, 
in several ways:  

• Compromising the availability of prescription drug rebates and discounts 
otherwise available to employers: One study cited in the Council’s report 
calculated that prescription drug costs for self-insured employers and workers 
increase 4.2% due to the loss of rebates for drugs purchased through the 340B 
program that would otherwise be received. This equates to an annual increase of 
$5.2 billion in the cost of health care for self-insured employers and working 
families because of the 340B program. 8 

• Promoting increased use of higher cost medicines: Because covered entities 
may keep the spread between the 340B acquisition cost for a drug and amounts 
collected from patients and payers, including employers, “the most insidious 
effect of 340B … is the incentive it gives clinics to prescribe high-cost 
medications, even when effective and far cheaper options exist.”9 

• Fueling health care consolidation, which shifts care to more expensive settings 
and raises hospital prices: Hospitals’ success turning 340B discounted pricing 
into profits is a formidable factor in hospital consolidation and vertical 
integration of hospitals and physician practices. Hospital systems have strong 

 
Health Forum 2024;5(5):e240833 

• K Thomas and J Silver-Greenberg, “How a Hospital Chain Used a Poor Neighborhood to Turn Huge 
Profits,” The New York Times, September 24, 2022; 

• S Desai and JM McWilliams, “Consequences of the 340B Drug Pricing Program,” NEJM 
2018;378(6)(539-548) 

8
 C Sun, S Zeng, and R Martin R, IQVIA, The Cost of the 340B Program Part 1: Self-Insured Employers (2024)  

9 J Marcus et al., “Perverse Incentives — HIV Prevention and the 340B Drug Pricing Program” N Engl J 
Med, June 2022; 386:2064-2066 

https://pubmed.ncbi.nlm.nih.gov/38700853/
https://www.nytimes.com/2022/09/24/health/bon-secours-mercy-health-profit-poor-neighborhood.html
https://www.nytimes.com/2022/09/24/health/bon-secours-mercy-health-profit-poor-neighborhood.html
https://pubmed.ncbi.nlm.nih.gov/29365282/
https://pubmed.ncbi.nlm.nih.gov/29365282/
https://go.bio.org/rs/490-EHZ-999/images/iqvia-cost-of-340b-part-1-white-paper-2024.pdf?version=0
https://www.nejm.org/doi/full/10.1056/NEJMp2200601
https://www.nejm.org/doi/full/10.1056/NEJMp2200601
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incentives to expand their reach by acquiring additional hospitals, physician 
practices and off-campus clinics to achieve higher 340B volume10 When 340B 
hospitals purchase independent physician practices, employers and patients with 
private insurance end up paying more.11 

Taxpayers are also paying more. Because the program is costing employers and their 
workers billions of dollars from lost rebates alone, it is in fact also costing taxpayers. 
When employers and workers pay more for health insurance, tax revenue is estimated 
to decrease.12 

A lack of transparency, accountably and oversight regarding how the profits 
generated by the 340B program are being used makes it difficult, if not impossible, to 
ensure that the program is in alignment with the congressional intent to support the 
safety-net. The opacity and lax oversight do, however, allow the program to mask its 
hidden cost on employers, their employees and their families, and taxpayers. 

 

Congress must reform 340B to ensure the program is working as 
intended instead of driving up costs for employers and working families. 

The Council has strong concerns that the growth of the 340B program is raising 
costs for employers and working families by affecting discounts in the commercial 
market, promoting increased use of higher-cost therapies, and fueling hospital-
physician consolidation. The CBO report reinforces these concerns and underscores the 
need for Congress to act to restore the 340B program to its original intent of helping 
vulnerable patients in underserved communities. Reforms like those contained in the 
340B Affording Care for Communities and Ensuring a Strong Safety-Net Act (340B 
ACCESS Act), (H.R. 5246) would refocus the program on serving vulnerable patients as 
intended and target the factors contributing to the program’s explosive growth, thereby 
lowering costs for employers, working families and taxpayers.  

The comprehensive reforms needed to restore the 340B drug pricing program to its 
original intent and lower health care costs for working families must come from 
Congress. The Council opposes federal or state legislation that would further expand 
the 340B program and, thereby, further raise costs for working families with employer-
sponsored health coverage. We, instead, urge Congress to work with us on much-

 
10 D Crippen, Alliance for Integrity and Reform, 340B Impact on the Federal Budget (2024); C Sun, S Zeng, 
and R Martin, IQVIA, The Cost of the 340B Program Part 2: 340B Revenue Sharing (2024); S Parente and M 
Ramlet, University of Minnesota Carlson School of Management, Medical Industry Leadership Institute, 
“Unprecedented Growth, Questionable Policy The 340B Drug Program” (April 2021);  

11 J Robinson et al., “Hospital Prices for Physician-Administered Drugs for Patients with Private 
Insurance” N Engl J Med 2024;390:338-345 

12 D Crippen, “340B Impact on Federal Budget” (see Footnote 11) 

https://340breform.org/wp-content/uploads/2024/10/AIR340B-CBO-Memo.pdf
https://www.iqvia.com/locations/united-states/library/white-papers/the-cost-of-the-340b-program-part-2-340b-revenue-sharing
https://www.iqvia.com/locations/united-states/library/white-papers/the-cost-of-the-340b-program-part-2-340b-revenue-sharing
https://340breform.org/wp-content/uploads/2021/04/340B-Minnesota-White-Paper.pdf
https://340breform.org/wp-content/uploads/2021/04/340B-Minnesota-White-Paper.pdf
https://340breform.org/wp-content/uploads/2021/04/340B-Minnesota-White-Paper.pdf
https://pubmed.ncbi.nlm.nih.gov/38265645/
https://pubmed.ncbi.nlm.nih.gov/38265645/
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needed reforms to the 340B program that restore the program to its intent without 
raising costs for employers, employees and taxpayers.  

Please do not hesitate to reach out with any questions. 

Sincerely, 

 
Ilyse Schuman 
Senior Vice President, Health and Paid Leave Policy 


