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UnITed STATeS

drug Utilization Plateau
Understanding why the U.S. pharmaceutical market has stagnated and  

what you can do to avoid the slow-growth trap.
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United States

Structural Changes in Pharmaceutical Utilization
The 1990s are understandably thought of as a golden age in the U.S. pharmaceutical industry. The average number of 
new molecular entities approved each year was one-third higher than in the 2000s (31.1 versus 23.3),1 the  majority 
of these drugs were in mass-market, primary care segments that resulted in blockbuster sales, and marketing regula-
tions, particularly on direct-to-consumer advertising, were substantially relaxed. Best of all, between 1995 and 2000 
sales growth averaged 14% annually and approximately 80% of this increase was driven by non-price factors (e.g. 
volume, displacement of older for newer therapeutics, etc.).2 

Even as the industry moved into the 2000s, a period characterized by fewer approvals, niche therapies, aggressive 
pricing, and patent expirations, there was a widely held belief that the market would continue to experience strong 
growth due to an aging population and the creation of the Medicare Part D drug benefit. Although these have and 
will continue to have an effect on drug sales, their impact has been offset by a number of countervailing forces, some 
related to the worsening economy and others to structural issues within the pharmaceutical marketplace. 

On the economic side, a long global recession followed by weak recovery led to a number of cut-backs which were 
more pronounced in the U.S. because of its heavy reliance on employment-based health insurance. For example, the 
recession resulted in an aggregate decline of 9.5% in total physician office visits between 2009 and 2012,3 and caused 
more patients to stretch prescriptions (e.g. by taking pills every other day) or simply not fill them at all.4 Forces en-
demic to the pharmaceutical industry include a less productive new product pipeline, a move from mass market to 
niche therapeutics, and, most notably patent expirations on an extremely high number of blockbuster drugs.

However, there is another major factor that is related to but not fully explained by economic and industry factors: 
this factor is utilization. In short, while the U.S. population is consuming more pharmaceuticals, the rate of increase 
has slowed dramatically in recent years. For example, calculations of data from IMS and the U.S. Census Bureau 
show that, between 1997 and 2002, the number of prescriptions filled per person went from 8.9 to 11.7, an increase 
of 31%. By 2007, per capita consumption had increased to 12.8 prescriptions, a 9.4% increase over 2002 and roughly 
one-third the utilization growth rate seen in the previous five-year period. In 2012, average consumption equaled 13.1 
prescriptions per person per year, only 2.3% higher than in 2007. Put differently, during the five years ending 2002 
utilization grew 13 times faster than in the five years ending 2012.

There are some limitations to the IMS data on which the consumption levels are based. In this case, the underlying 
methodology has changed over time and prescription volume is based almost exclusively on the retail channel, mean-
ing that drugs administered in clinics and hospitals are not included and, in fact, the non-retail channels have experi-
enced the most rapid growth in recent years. With this in mind, we conducted a separate analysis using data from the 
Centers for Disease Control and Prevention’s National Center for Health Statistics (NCHS) published in the report, 
Health United States: 2011. Because the NCHS figures are based on use of “any prescription drug” without respect 
to channel, they are more reflective of overall drug consumption patterns. As will be shown, our research confirms 
both that the number of Americans taking prescription drugs and the number of prescription drugs taken per person 
increased dramatically during the 1990s but has since leveled off considerably.

United States

Analysis of Utilization Trends
Using the NCHS data, Figure 1 shows that the percent of the population reporting use of any prescription drug within 
the previous 30 days went from 37.8% circa 1990 to 48.5% circa 2010. Over the same time period, the percent of the 
population taking three-plus or five-plus prescription drugs increased from 11% to 21.7% and 3.6% to 10.6%, respec-
tively.
1  “Summary of NDA Approvals & Receipts, 1938 to the present.” FDA website; accessed May 2013
2  VOI Consulting analysis of IMS data.
3  Calculated from data in “A Review of the Use of Medicines in the United States in 2012.” IMS Institute for Health Informatics May 2013
4  “In Sour Economy, Some Scale Back on Medications.” New York Times Oct 21 2008
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Figure 1 - Percent U.S. Population Using 1+, 3+, 5+ Prescription Drugs in Last 30 Days (20-year Trend)

Penetration rates increased to a higher degree among men than women but this was in large part due to the fact 
that men were starting from a much lower base: in the earliest period, 30.6% of men were taking one or more drugs 
whereas 44.6% of women were doing so; during the latest period, penetration rates were 43% and 53.8%, respectively 
(Figure 2).

Figure 2A – Prescription Drug Penetration Rates by Age and Sex (1988-94 vs. 2007-10)5

5  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data
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Figure 2B – Prescription Drug Penetration Rates by Age and Sex (1988-94 vs. 2007-10)6

Figure 2C – Prescription Drug Penetration Rates by Age and Sex (1988-94 vs. 2007-10)7

In addition to higher penetration rates, the U.S. population grew in absolute terms from approximately 250 million 
to 310 million over the relevant time period and the 45 and older age groups, where prescription drug consumption is 
also higher, experienced the largest increases. The combined effects of a larger population, a greater percentage of this 
population taking prescription drugs, and higher per person consumption levels can be seen in Figure 3. As shown:

• Despite a 22% increase in the U.S. population, the number of people taking no prescription drugs in the past 30 
days remained almost unchanged at just under 160 million people.

6  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data
7  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data
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• The number of Americans taking any prescription medicines in the last 30 days increased by 56% from 96.1 mil-
lion in the earliest period to 150.5 million currently. In other words, the pharmaceutical industry’s customer base 
expanded by 54.4 million new customers during the period (for context, it worth noting that this is nearly as high 
as the 70 million increase in total U.S. population over the same period).

• Consumption of many medicines increased more rapidly than consumption of a few medicines. Specifically, the 
number of people taking one or two medicines in a month grew 22% from 68 million to 83 million as compared to 
an 83% increase in the number of people on 3 or 4 medicines (18.8 million to 28.8 million); the size of the highest 
consumption group increased by a phenomenal 259% from 9.2 million to 33.9 million people.

Figure 3 – Population Consumption Levels (Number of People in millions by Level of Therapy, 20-year Trend)8

If we make a few simple assumptions, it is possible to calculate the impact of these changes on actual prescription 
volume and on average per capita consumption. Specifically, we will assume the following about average consumption 
levels:

• People in the 1 or 2 prescription drug per month category consume an average of 1.5 drugs per month;

• Average consumption in the 3 or 4 drugs per month category is 3.5;

• Average consumption in the 5 or more drugs per month category is 7.0 (due to the open-ended nature of this cat-
egory, the assumption is necessarily somewhat more speculative).

The results of applying these assumptions to U.S. population and prescription drug penetration data, yields the 
monthly consumption volume results shown in Figure 4. Key highlights of this analysis include:

• Aggregate monthly prescription volume grew at roughly five times the rate of population growth (i.e. 104.8% ver-
sus 22%).

• The average number of prescription drugs consumed per person per month increased from 0.91 in the earliest 
period to 1.53 most recently.

• The sharpest increases in volume were among patients on five or more prescription drugs per month. This was 
true for men and women and across all age groups.

8  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data
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Figure 4A – Monthly Prescription Drug Volume (in 000) by Age and Sex (20-year Trends)9

Figure 4B – Monthly Prescription Drug Volume (in 000) by Age and Sex (20-year Trends)10

9  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data
10  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data
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Figure 4C – Monthly Prescription Drug Volume (in 000) by Age and Sex (20-year Trends)11

The findings in Figure 4 above will no doubt provide some support for the argument that the pharmaceutical indus-
try has promoted the “medicalization” of American society. From a long-term business perspective, however, Figure 
5 below, which shows contributions to overall volume by consumption level, may provide a more meaningful way of 
looking at the data. 

Most notable is the degree to which overall consumption has become concentrated among heavy users over the past 
20 years:

• In the early period, almost half (44%) of total prescription volume came from the lowest consumption group (i.e. 1 
or 2 prescription drugs per month). The remaining 56% of volume came from the middle and highest consumption 
groups, each of which contributed approximately 28% of total volume.

• By the most recent period, contribution levels had been reversed: slightly under half (48.4%) of all volume came 
from the heaviest consumption group (i.e. 5 or more prescription drugs per month) while the lower and middle 
groups accounted for around one-quarter each. As mentioned previously, we assumed a 7.0 monthly average con-
sumption level for those in the “5 or more” category. Considering that the actual average for this group could be 
significantly higher, it is quite possible that the concentration of business among heavy users is even more pro-
nounced than shown below. 

11  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data
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Figure 5A – Share of Total Prescription Volume by Consumption Level, Age, and Sex (20-year Trends)12

Figure 5B – Share of Total Prescription Volume by Consumption Level, Age, and Sex (20-year Trends)13

12  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data
13  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data
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Figure 5C – Share of Total Prescription Volume by Consumption Level, Age, and Sex (20-year Trends)14

With any consumer product, whether it be soft drinks, clothing, or movie tickets, the proportion of potential users 
who fall into the heavy user category is finite. For a host of valid medical, economic, and other reasons, it will (and 
perhaps should) be difficult to increase consumption much beyond the already high levels shown above. 

Diminishing growth levels are, in fact, already clearly evident. Although it has not been pointed out thus far, read-
ers may have already noticed this from the preceding analysis. In particular, the data shows that, although utilization 
continued to increase during the 2000 to 2010 period, the rate of increase was much slower than in the preceding 
decade. A more detailed comparison of penetration growth rates in the two periods can be found in Figure 6 below. 
Notably, the biggest slowdown was in the number of Americans taking any prescription drug, where the rate of pen-
etration growth fell by more than half in the second decade. Growth in consumption of three-plus and five-plus pre-
scription drugs in a month also slowed but the differences between the two periods were not as pronounced.

Figure 6 – Penetration Rate Changes in Prescription Drug Utilization (Comparison of 10-year Trends)

Conclusion
This analysis suggests that the U.S. pharmaceutical industry has entered a mature stage where growth will be driven 

14  VOI Consulting analysis of data from “Health, United States, 2011.” Centers for Disease Control and Prevention National Center for Health Statistics May 2012 and 
U.S. Census Data



United States Utilization Plateau – pharmahandbook 2013

page 14Copyright Value of Insight Consulting, Inc.

by factors other than increased utilization. Per Figure 2 (shown earlier), 90% of women and 89% of men over 65 are 
taking at least one prescription drug and 40% of both men and women are taking five or more prescription drugs per 
month. Further, the percentage of over 65 women in the highest consumption group increased by 2.6 times over the 
past 20 years while the number of men increased by 3.5 times. Given concerns over drug-drug interactions, cumula-
tive cost-of-therapy, etc., it is hard to see how these levels would not represent a point of saturation. 

Additional evidence for this finding is provided by the fact that, in 2011, only one age group had an increase over the 
preceding year. This group was young adults who, because of the PPACA, were newly able to remain on their parents’ 
health insurance until they turn 26; prescription drug use in this segment increased by 2%.15 The 2011 bump among 
young adults was very short-lived, however, as their consumption fell by 0.2% in 2012. In fact, moderate declines 
(less than 1%) were common for all age groups except 65 to 79 year olds, who had no change from 2011, and pediatric 
patients, who had the only significant change at -4.1%.16

Assuming that we are correct about the utilization plateau and considering that payers have developed increasingly 
effective means of fighting back against aggressive brand drug pricing, reinvigorated new product development and 
increased patient adherence offer the best options for a return to higher growth levels. 

As always, drug makers need to aim for safe and effective new products. However, they will also need to be ruthless 
about culling pipeline projects that show little promise or appear likely to enter the market significantly later than 
competitive members of their class. First mover advantage is a key success factor in many industries and this is cer-
tainly true of pharmaceuticals. For example, VOI Consulting research has shown that, in cases where independent 
generics have a 6-month exclusivity period in which to establish first-mover advantage, the initial product will cap-
ture between one-third (with a concurrently-launched authorized generic) and one-half (with no authorized generic) 
of overall sales value for the molecule 30 months after other generics enter the market. In contrast, later-to-market 
independent generics capture only 15 to 25% and this is usually divided among multiple entrants.

But these are commodity generic drug markets. One would expect quality to count for more than timing when it 
comes to well-differentiated therapies with extensive clinical data. Research in the June 2013 issue of Nature Reviews 
Drug Discovery finds that, with some high profile exceptions like Lipitor, this is not necessarily the case.17

As would be expected, being first-to-market and best-in-class is the ideal position. The next most favorable position 
was first-to-market but clinically second best; sales for these drugs average 92% of the first and best product whereas 
sales of second-to-market but therapeutically superior competitors averaged 88%. Of course, quality does matter, as 
demonstrated by the fact that sales of products that were first-to-market but clinically third-in-class averaged only 
40% of the first-and-best product’s while those that were third-to-market but therapeutically best captured 50%. 

Finally, products that were fourth-to-market and clinically inferior to other members of the class performed dismally, 
capturing only 2% of the first-and-best competitor’s sales. Considering that such products will never earn back the 
investment required to bring them to market, it would be better to abandon them as soon as possible and reallocate 
funding to expedite development of more attractive candidates.

For currently marketed drugs, patient adherence represents the most promising lever: research shows that for every 
100 prescriptions written by a physician, 50 to 70 are filled, 48 to 66 are picked up by the patient, 25 to 30 are taken 
as directed, and 15 to 20 are refilled.18 These are ingrained consumer behavior patterns and there are no easy meth-
ods to change them but increased convenience, lower patient out-of-pocket burdens, and automated refill reminders 
all have the potential to yield significant benefits.

It has been recognized for some time that the U.S. pharmaceutical industry faces a challenging environment, with the 
situation being attributed to fewer FDA approvals, patent expirations, increased cost containment, a down economy, 

15  “US prescription spending barely up in 2011, due to patients cutting back, more use of generics.” Associated Press Apr 4 2012
16  “A Review of the Use of Medicines in the United States in 2012.” IMS Institute for Health Informatics May 2013
17  “What matters most in commercial success: first-in-class or best-in-class?.” Nature Reviews Drug Discovery Jun 2013
18  “EMD Serono Specialty Digest: Managed Care Strategies for Specialty Pharmaceuticals.” Eighth Edition, EMD Serono 2012
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and other causes. While these factors are certainly relevant, they also carry an implication that growth will return 
to previous levels if they are no longer present. In fact, as we’ve seen here, the utilization plateau means that, in the 
absence of radical technological change, the U.S. pharmaceutical market is unlikely to experience a second wave of 
rapid, broad-based growth. Put differently, mature markets and the accompanying slow growth rates are the new 
normal: there will be no rising tide that lifts all boats. To survive, companies will need to maximize and maintain their 
share of a relatively stable market via smarter strategic decisions and more effective execution.

United States
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