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Presentation Summary
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• The Community Oncology Alliance is a nonprofit (501.c.6) organization representing 
independent community oncology practices and their patients
– 55% of cancer care in the U.S. provided by independent community oncology practices
 Before fundamental changes to Medicare reimbursement in 2003 was 84%

• Let me be very clear: Drug companies have a fundamental role in pricing 
prescription drugs!

• However, what Americans (patients) pay for drugs is more often based on the “list” 
price – or some multiple of the ”list” price
– Also holds true for state governments, employers, and other payers 

• There is a growing (exploding) gap between drug “list” prices and “net” prices
• And when Americans balk at high drug “prices” they are referring to their drug “costs”

– Costs are a function of “list” price, benefit plan design, what providers charge, what 
middlemen charge, etc. 

• 340B hospitals and PBMs have a clear role in fueling drug costs for Americans

http://www.communityoncology.org/
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Reality of Drug Price (List vs. Net) Dynamics
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Background on the 340B Drug Pricing Program
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• 340B is a CRITICAL safety net program, especially for patients with cancer who are 
uninsured or underinsured

• However, the program has expanded from a handful of safety net providers to 50+% of all U.S. 
hospitals (Source: Berkeley Research Group)
– Discounted 340B drug purchases reached $38 billion in 2020, 27% higher than in 2019 (Source: Drug Channels)

– WAC list price value of 340B drug purchases was $80.1 billion in 2020 (Source: IQVIA)

• 340B generated $40 billion in profits for participants (Source: Masia/Columbia University & SSR 
Health) 

• One estimate is that by 2026 340B will be the largest federal drug program, surpassing both 
Medicare and Medicaid drug programs (Source: Berkeley Research Group)

http://www.communityoncology.org/
https://media.thinkbrg.com/wp-content/uploads/2021/12/09062840/340B_Forecast-Report-Infographic_2021.pdf
https://www.drugchannels.net/2021/06/exclusive-340b-program-soared-to-38.html#:%7E:text=Despite%20what%20you%20may%20have,of%20discounted%20purchases%20in%202014.
https://www.iqvia.com/locations/united-states/blogs/2021/03/growth-of-the-340b-program-accelerates-in-2020
https://340breform.org/wp-content/uploads/2021/05/AIR340B-Neal-Masia-Report.pdf
https://media.thinkbrg.com/wp-content/uploads/2021/12/09062840/340B_Forecast-Report-Infographic_2021.pdf
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340B Growth in Pictures
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Hospital Drug Profits

6

Source: Avalere Health analysis for COA
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Analysis of 340B Hospitals’ Reported Data
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Source: Moto Bioadvisors  

http://www.communityoncology.org/
https://communityoncology.org/wp-content/uploads/2021/09/Moto-COA-340B_Hospital_Markups_Report.pdf
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340B Hospital Drug Markups
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340B hospitals 
charge virtually the 
same median price 
for cash paying or 
uninsured patients 
as they do for 
insurers

http://www.communityoncology.org/
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Example of 340B Profitability
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340B Hospitals Use Less Biosimilars
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25-56% of 
hospitals 
studied only 
list prices for 
innovator 
drugs, not 
biosimilars

http://www.communityoncology.org/
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Where Are 340B Profits Going?
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PBM Consolidation
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Source: Health Industries Research

http://www.communityoncology.org/
https://www.hirc.com/PBM-market-landscape-and-imperatives
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What Consolidation Means
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• The BIG 3 + other 3 have HUGE leverage in the prescription drug market
• PBMs have a vested interest in drug ”list” prices being as high as possible

– Increased rebates from higher “list” prices

– Pharmacy DIR fees as a percent of “list” prices – the higher the list price, the higher the DIR fees

• PBMs fuel drug prices
– One study found that a “$1 increase in rebates is associated with a $1.17 increase in list price” 

(Source: Leonard D. Schaeffer Center for Health Policy & Economics)

– CMS proposing a rule that would eliminate post-sale pharmacy DIR fees so patients pay off of 
the “net” point-of-sale price versus the higher “list” price

• PBMs have now discovered the profit potential in 340B

http://www.communityoncology.org/
https://healthpolicy.usc.edu/research/the-association-between-drug-rebates-and-list-prices/
https://www.cms.gov/newsroom/fact-sheets/cy-2023-medicare-advantage-and-part-d-proposed-rule-cms-4192-p
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Explosion of DIR Fees
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PBMs Have Discovered 340B
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Top 3 PBM non-retail pharmacies now account for 18% of 340B pharmacy relationships (Source: Drug 
Channels)

http://www.communityoncology.org/
https://www.drugchannels.net/2021/06/exclusive-340b-continues-its-unbridled.html
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340B Very Lucrative to PBMs & Corporate Pharmacies
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Source: 2021 CVS Health 10K

http://www.communityoncology.org/
https://www.sec.gov/Archives/edgar/data/64803/000006480321000011/cvs-20201231.htm
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Thank You
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Ted Okon

Email: tokon@COAcancer.org
Web: www.CommunityOncology.org
Twitter: @TedOkonCOA

http://www.communityoncology.org/
mailto:tokon@COAcancer.org
http://www.communityoncology.org/
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