
Products and Services

Pharmacies and drug stores provide a range of products and services, the most important of which are 
the sale of prescription and nonprescription medicines (e.g. over-the-counter medications). These two 
product segments account for about 76.7% of total revenue. Other products include toiletries, cosmetics, 
tobacco, consumables, stationery and house wares.

Prescription drugs

A prescription drug is a licensed medicine that requires a prescription from a physician or other medical 
practitioner before a consumer can purchase it. Sales of prescription drugs as a percentage of total 
industry revenue have increased in the five years to 2016, as drug stores have responded to competition 
from mass merchants by strengthening their core product areas. Over the past five years, generic drugs 
have increased their share of revenue within the prescription drugs product segment, while brand-name 
drugs have declined.

Branded generic drug sales in 2016 are expected to account for about 51.5% of total industry revenue, 
with generic drugs (including both branded and nonbranded generics) accounting for about 20.1% of total 
revenue. According to OptumRx, generics account for almost two-thirds of prescriptions filled across all 
retail channels, up from 30.0% in 1990. Generic drugs are typically between 30.0% and 80.0% less 
expensive than their branded equivalents, which has stimulated volume growth for generic drugs.

Nonprescription medicines

Nonprescription medicines, or over-the-counter (OTC) drugs, can be obtained without a prescription. In 
the United States, the Federal Food, Drug, and Cosmetic Act defines which drugs require a prescription. 
As a general rule, OTC drugs are used to treat conditions that do not necessarily require care from a 
professional and have been proven to meet higher safety standards for patient self-medication. Typically, 
a drug of lower strength will be approved for OTC use. For example, ibuprofen has been widely available 
as an OTC painkiller since the mid-1980s.


