
Sales of OTC medications, which primarily include cough and flu medicines, make up an estimated 5.1% 
of industry revenue in 2016. Many individuals feel pressured to come to work despite upper-respiratory 
illnesses. Demand for OTC drugs will increase over the next five years, as more time-strapped 
consumers purchase OTC drugs to mitigate numerous ailments, including the flu.

Other products and services

In response to pressured profit of prescription drugs, pharmacies and drug stores have increasingly 
incorporated higher margin products and services, such as cosmetics, grocery, photocopying and 
facsimile services. Additionally, with revenue increasing 20.0% a year on average, according to Business 
Wire, the natural and organic market is one of the most opportune categories for pharmacies and drug 
stores. The strong demand is due to the rise in ethical purchasing and the mainstreaming of natural and 
organic products. Furthermore, industry players have been increasing their focus on front-end sales to 
increase customer traffic and purchases, with more visible and successful changes in the consumables 
category, which are the second-largest contributor to front-end sales.

Major Markets

According to Chain Drug Review, a news publication for chain drug stores, pharmaceutical purchases are 
the main reason that consumers visit drug stores. As a result, consumer demand for the Pharmacies and 
Drug Stores industry’s products is largely influenced by overall demand for pharmaceuticals.



Individuals aged 17 and younger

In 2016, individuals aged 17 and younger are expected to make up 11.4% of total revenue. According to 
data from the Centers for Disease Control and Prevention (CDC), about 23.5% of individuals in this age 
demographic used a prescription drug over a 30 day period from 2009 to 2012 (latest data available). 
Moreover, according to the CDC, about 9.5% of individuals aged 3 to 17 have been diagnosed with 
Attention Deficit Hyperactivity Disorder (ADHD), spurring demand for prescription drugs. Additionally, 
about 9.3% of children currently have asthma, thus increasing demand for medications if the individual 
has persistent asthma symptoms. Over the past five years, this market segment has remained stable.

Individuals aged 18 to 44

Individuals aged 18 to 44 are anticipated to comprise 27.9% of total revenue. According to CDC data, 
about 38.1% of individuals aged 18 to 44 have used a prescription drug over a 30 day period from 2009 
to 2012. Over the past five years, this market segment has steadily grown, partly thanks to the rising 
incidence of younger individuals that have diabetes, hypertension and other ailments, which has spurred 
demand for prescription drugs from this market segment.

Individuals aged 45 to 64

This age demographic is expected to generate 36.2% of total revenue. Over a 30 day period from 2009 to 
2012, about 67.2% of individuals aged 45 to 64 have used a prescription drug, according to the CDC. 
Consumers within this age demographic purchased prescription drugs to address common health 
ailments, including hypertension, arthritis, orthopedic impairments and heart disease, according to the 
National Academy on an Aging Society. Over the next five years, demand for industry services from this 
market segment will rise, as more individuals have their chronic ailments, among other illnesses, 
addressed by industry operators, due to more pharmacies and drug stores offering preventive health 
services.

Individuals aged 65 and older

Individuals aged 65 and older account for 24.5% of total revenue. According to the CDC, this age 
demographic has the highest drug utilization rate, with about 89.8% of these individuals using a
prescription drug in the past 30 days. According to data from IMS Health, individuals aged 65 to 79 used 
about five times the amount of drugs as adults aged 19 to 25. While this demographic is more likely to 
use prescription drugs, compared with individuals aged 45 to 64, it still accounts for a smaller share of 
total revenue. This can be attributed to this age demographic making up a smaller share of the total 
population. Nevertheless, this age demographic typically has high demand for prescription drugs, due to 
elderly individuals having a high incidence rate of chronic illness. Over the next five years, the burgeoning 
elderly population will stimulate demand for prescription drugs from this market segment.

Payment sources

The market can also be segmented according to the payer. Third-party payers include insurance 
companies, health maintenance organizations, private employers and government institutions (through 
Medicare and Medicaid agencies). They generally provide benefits through intermediaries, or pharmacy 
benefit managers (PBMs). The proportion of prescription drugs paid for by third parties has increased 
during the five years to 2016.

According to the latest data from IMS Health, commercial third-party payers comprised 58.6% of total 
prescription payments, followed by Medicare (23.7%), Medicaid (9.4%) and out-of-pocket (8.3%). During 
the past five years, the share of Medicare payments has increased due to more people aged 65 and older 
receiving Medicare coverage. In 2016, Medicare payments, as a share of industry revenue, are 
anticipated to increase.


