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The Nova Economics Club is composed by a group of students from the Master in 
Economics of Nova School of Business and Economics. The purpose of the club is to 
enable students to actively participate in projects outside the university, as a way to 
apply their academic knowledge to practical and valuable situations.  

Two main objectives were set by its members. The first is to develop and participate in 
economics’   research  projects  with  academic  or  public   interest,   through  the  creation  of  

partnerships when valuable for all parties. Secondly, members commit to proactively 
participate in forums and debates regarding the area of economics. 

Any contact to our institution is welcome and should be addressed to the following e-
mail: novaeconomicsclub@gmail.com 
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Members of the Nova Economics Club prepared this report. The authors are the sole 
responsible for the content of the report. The views expressed reflect only the opinion of 
the authors. NOVA SBE or its faculty accepts no responsibility whatsoever for the content 
of this report nor for any consequences of its use. 

The information contained herein has been compiled from several sources believed to be 
reliable, but NOVA SBE or the students accept no liability whatsoever for any direct or 
indirect loss resulting from the use of this report or its content. 

This report may not be reproduced, distributed or published without the explicit 
previous consent of its authors. At any time, NOVA SBE may decide to suspend this 
report reproduction or distribution without further notice. 
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I. Motivation: Contextualizing  the  Troika’s  proposals  for  the  health  care  system 

 The health care sector has received special attention in the Memorandum of 
Understanding (MoU), due to its importance for the public sector. The Portuguese health 
system is organized around a National Health Service (NHS), funded mostly through transfers 
from the Government budget meaning that general taxation is the main funding source of the 
NHS. The public transfers to the NHS account for 16.1% of the planned Government 
expenditure for 2012, down from 16.6% in 2011 and 17.2% in 20101. 

 Over the last decades, the National Health System (NHS) has decisively contributed to 
improve the life quality of the Portuguese population. In the last 50 years, Portugal has 
experienced an outstanding improvement in the quality and availability of the health care 
services provided throughout the country. The OECD figures for Portugal show a healthier 
society that spends increasingly more on human resources and equipment, with visible results 
in the main health indicators and targets. Today the Portuguese have a better and longer life 
expectation. 

 However, the health inequalities, both in the distribution of physicians throughout the 
country and between medical specialties, the lack of alignment at central level between 
strategy, decision-making and implementation, an insufficient culture of management 
performance and accountability and a limited use of information to monitor and drive 
performance improvements have made the current system inefficient. Thus, today, more than 
ever, the NHS faces  important challenges. Under an Economic Adjustment Program, in the 
context of an international financial crisis and a domestic economic growth problem, the NHS 
has to continue providing a range of treatments and therapies progressively more 
sophisticated and expensive to an increasingly aged and needy population. Moreover, with 
two thirds of its annual expenditure supported by the government and with the costs with 
medicines accounting for almost 20% of the annual health expenditure2, the sustainability of 
the entire system may be at stake in the long-run. 

 The proposed measures regarding the health care sector contained in the MoU do 
strive for more than just short-run expenditure savings. Besides of reducing the overall public 
spending in the area of pharmaceuticals and generate additional savings in hospital operating 
costs, there is also the wish to improve efficiency and effectiveness in the health care system, 
devise a strategy to eliminate unpaid debts (arrears) and build mechanisms for future control 
of health care expenditures in the public sector. These mechanisms involve performance 
assessment and benchmarking, the use of competition forces in public procurement, and the 
introduction of best practices in transparency and information in the evolution of the NHS. 

 Currently, it is still too early to measure the impact of the new policies in the health 
care sector. Moreover, there is no account of the impact of the economic crisis on the health 
of the Portuguese population that can be used as a benchmark to measure the additional 
effect from the adoption of the measures contained in the MoU. However, an effort has been 
made to comply with the MoU and in general, most measures foreseen for the end of 2011 
were completed; a few ones are not yet implemented (ongoing). 

                                                           
1 Ministry of Finance - Government of the Republic of Portugal. Orçamento do Estado para 2012 - Relatório 
2 INFARMED 
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II. Assessment  of  MoU’s  content  (including  1st, 2nd and 3rd changes) 

Objective set in the 1st version of MoU Date to 
implement 1st review changes 2nd review changes 3rd review changes 

Financing 

i) Review and increase overall NHS moderating fees. 
(Methodology: revision of existing exemption 
categories and increase in certain services) (3.49.) 

30.09.2011  No changes (3.51.) 

Enact legislation to review 
and increase the overall 

NHS moderating fees by the 
end of December 2011. 

The revision of NHS moderating 
fees should result in additional 
revenues of EUR 150 million in 

2012 and an additional 50 
million in 2013. (3.43.) 

ii) Cut substantially tax allowances for healthcare, 
including private insurance. (3.50.) 30.09.2011 Postponed one month (3.52.) No longer mentioned No longer mentioned 

iii) Achieve a self sustainable model for health benefits 
for civil servants by lowering employer's contribution 
and adjusting the scope of health benefits. (3.51.) 

31.12.2011 
Mentioned the big urgency and 

need to apply this reduction. 
(3.53.) 

No changes (3.52.) 
Postponed: The adjustment 

path will be assessed in the fifth 
review. (3.44.) 

iv) Produce a health sector strategic plan consistent 
with the medium-term budget framework. (3.52.) 31.12.2011 No changes (3.54.) No changes (3.53.) 

Date of implementation 
changed to the first quarter of 

2012. (3.45.) 

Pricing and reimbursement of pharmaceuticals 

i) Set the maximum price of the first generic introduced 
in the market to 60% of the branded product with 
similar active substance. (3.53.) 

30.09.2011 

New objective: Maximum price 
of 50% of the branded product. 

Set an automatic price reduction 
when a drug patent expires. 

(3.55.) 

Date of implementation 
changed to the end of 2011, 

but both objectives from 
the previous review were 

maintained. (3.54.) 

Date of implementation 
changed to the first quarter of 

2012. (3.46.) 

ii) Revise the existing reference-pricing system based 
on international prices by changing the countries of 
reference to the three UE countries with the lowest 
price levels or countries with comparable GDP per 
capita levels. (3.54.) 

31.12.2011 No changes (3.57) 

The enactment of this 
legislation is expected by 
end of 2011. Countries of 
reference will be revised 

every year. (3.56.) 

First price revision to be 
published in April 2012. (3.48.) 
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Prescription and monitoring of prescription 

i) Mandatory electronic prescription of pharmaceutical 
products and exams paid by the NHS. (3.55.) 30.09.2011 Mentioned in (3.58.) 

No longer mentioned. 
It's in place since 

01.08.2011. 
No longer mentioned. 

ii) Improve the monitoring of prescription of medicines 
and diagnostics by individual doctors in terms of 
volume, value, prescription guidelines and peers. The 
assessment will be done trough a dedicated unit and 
provide feedback to each physician on a regular basis in 
particular on the most expensive medicines. (3.56.) 

31.12.2011 No changes (3.59.) Continue to improve the 
previous objectives. (3.57.) 

The measure is currently 
ongoing. (3.50.) 

iii) Create a system of sanction and penalties as a 
complement of the assessment framework. (3.56.) 30.09.2011 No changes (3.59.) Postponed to the first 

quarter of 2012 (3.58.) No changes (3.51.)  

iv) Make it compulsory for physicians to prescribe by 
International Nonproprietary Name (INN) to increase 
the use of  generic drugs and less costly available 
branded products. (3.57.) 

30.09.2011 No changes (3.60.) Postponed to the end of 
2011. (3.59.) 

Enactment of legislation is 
expected by the end of the first 

quarter of 2012. (3.52.) 

v) Establish rules on the prescription of drugs and 
realization of diagnostic exams in accordance of the 
international prescription guidelines. (3.58.) 

31.12.2011 No changes (3.61.) No changes (3.60.) The measure is currently 
ongoing. (3.53.) 

vi) Remove barriers for generic medicines (specially 
hurdles for the reimbursement of generics). (3.59.) 31.12.2011 No changes (3.62.) No changes (3.61.) 

The government should produce 
a report assessing the 

effectiveness of the enacted 
legislation (First quarter of 

2013) (3.54.) 

Pharmaceutical retailers and wholesalers 

i) Effective implementation of the existing legislation 
regulating pharmacies. (3.60.) 31.12.2011 No changes (3.63.) No changes (3.62.) 

Effectively implement the new 
legislation regulating 
pharmacies. (3.56.) 
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ii) Change the calculation of profit margin on the basis 
of other Member States experiences. (3.61.) 31.12.2011 No changes (3.64.) 

The legislation was already 
approved and the 

enactment is expected by 
the end of 2011. A note for 
additional measures should 

be taken to reduce the 
expenses with medicines 
until 30.09.2012. (3.63.) 

The Government will produce 
an intermediate assessment of 

the savings related to the 
revision of the calculation of 
profit margins for wholesale 
companies and pharmacies. 

(3.57.) 

iii) In case of the new system of margins doesn't 
produce the expected results, government will 
introduce an average rebate. (This will be collected by 
through Centro de Conferências de Facturas) (3.62.) 

31.03.2012 No changes (3.65.) Postponed to 30.09.2013. 
(3.64.) 

No changes 
(3.58.) 

 31.11.2012   

iv) Reinforce the centralised 
acquisition of cross functional 
goods and services by the NHS. 
Reduce costs through price 
volume agreements and fighting 
waste. (3.59.) 

Centralised purchasing and procurement 

i) Set up legal and administrative framework in order to 
reduce costs of purchase of medical goods for the NHS. 
(3.63.) 

30.09.2011 No changes (3.66.) 

Legislation was already 
approved and the expected 
enactment is expected by 

31.12.2011 (3.65.) 

No longer mentioned. 

ii) Finalize the uniform coding system and common 
registry for medical supplies based on international 
experience. (3.64.) 

31.12.2011 No changes (3.67.) No changes (3.66.) The measure is currently 
ongoing. (3.60.)  

iii) Increase competition among private providers and 
reduce the overall spending with private providers of 
delivering diagnostic and therapeutical services. (3.65.) 

30.12.2011 No changes (3.68.) No changes (3.67.) 
Regularly revise (at least every 

two years) the fees paid to 
private providers. (3.61.) 
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iv) Implement the centralised purchasing of medical 
goods trough the recently  created Central Purchasing 
Authority (SPMS), using the uniform coding system for 
medical suppliers and pharmaceuticals. (3.66.) 

31.12.2011 No changes (3.69.) No changes (3.68.) The measure is currently 
ongoing. (3.62.) 

v) Introduce a regular revision of the fees paid to the 
private providers. (3.67.) 31.03.2012 No changes (3.70.) No changes (3.69.) No longer mentioned . 

vi) Assess the compliance with European competition 
rules of the provision of services in the private 
healthcare sector and guarantee increasing competition 
among private providers. (3.68.) 

31.03.2012 No changes (3.71.) No changes (3.70.) No changes (3.63.) 

Primary Care Services 
Reinforcement of the primary care services, in order to 
reduce visits to specialists and emergencies, and to 
improve care coordination trough: (3.69.) 

  Mentioned in (3.72.) Mentioned in (3.71.) - 
31.03.2012 adding: 

Mentioned in (3.64.) - ongoing 
adding:  

i) increasing number of USF units contracting with 
regional authorities, mix of salary and performance-
related payments (Reduction in costs, effective 
provision) 

30.09.2011   

iii) Move human resources 
(hospitals to primary care 
services), reconsider roles 

(nurses and other 
specialties) 

i) Extend performance 
assessment to the other 

primary care units (UCSPs) 

ii) mechanism that induces a more even distribution of 
family doctors across countries 31.12.2011   

iv) increase by at least 20% 
the maximum of [nº of 

patients per primary care/ 
family doctors] for health 
centers and 10% for USF 

  

Hospital Services 
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i) Timetable creation to clear all arears (accounts 
payable to domestic suppliers past due date by 90 days) 
and introduce standardised commitment control 
procedures for all entities to prevent the re-emergence 
of arrears. (3.70.) 

30.09.2011 

Mentioned in (3.73.) - adding: a 
mechanism is put in place to 
ensure strong coordination 

between the Ministry of Health 
and the Ministry of Finance for 

the application of the same 
monitoring and control criteria to 

all types of hospitals. 

Mentioned in (3.72.) - 
31.12.2011 

Mentioned in (3.65.) - 
Postponed: 31.03.2012  

  

(3.74.) - 31.12.2012: Hospital 
SOE's will change the existing 

accounting framework and adopt 
accounting standards in line with 

the requirements for private 
companies and other SOEs 
(improve management and 

financial oversight) 

Mentioned in (3.73.) Mentioned in (3.66.)  

ii) Measures aimed at achieving a reduction of EUR 
200million in the operational costs of hospitals in 2012 
- reduction in the number of management staff 
(concentration and rationalisation in state hospitals and 
health centres) (3.71.) 

30.09.2011 Mentioned in (3.75.) - adding: 
annual ceilings to PPP contracts 

Mentioned in (3.74.) - 
31.12.2012 not 

mentioning: annual ceilings 
to PPP contracts 

Mentioned in (3.67.)  

iii) Continue the publication of clinical guidelines and 
set in place an auditing system of their implementation. 
(3.72.) 

30.09.2011 Mentioned in (3.76.) Mentioned in (3.75.) Mentioned in (3.68.) - Ongoing 

iv) Improve selection criteria and adopt measures to 
ensure a more transparent selection of the chairs and 
members of hospital boards. (Members will be required 
by law to be persons of recognised standing in health, 
management and health administration). (3.73.) 

31.12.2011 Mentioned in (3.77.) Mentioned in (3.76.) Mentioned in (3.69.) - 
Postponed: 30.06.2012 

v) Set up a system for comparing hospital performance 
(benchmarking) on the basis of a 
comprehensive set of indicators and produce regular 
annual reports, the first one to be 
published by end 2012. (3.74.) 

31.03.2012 Mentioned in (3.78.) - adding: 
financial indicators Mentioned in (3.77.) 

 Results should be used to 
establish targets for less 

performing hospitals. (3.70.) 
31.12.2012 



Nova Economics Club                                KPI´s for the Health Care System  

May 2012  9 

vi) Ensure full interoperability of IT systems in hospital, 
in order for the ACSS to gather 
real time information on hospital activities and to 
produce monthly reports to the Ministry of 
Health and the Ministry of Finance. (3.75.) 

31.03.2012 Mentioned in (3.79.) Mentioned in (3.78.)  Mentioned in (3.71.) 

vii) Reorganize and rationalize the hospital network 
through specialisation and concentration of hospital 
and emergency services and joint management 
(building on the Decree-Law 30/2011) joint operation 
of hospitals - deliver additional cuts in operating costs 
by at least 5 per cent in 2013. A detailed action plan is 
published by 30 November 2012 and it will be 
implemented in the first quarter 2013. (3.76.) 

30.06.2012 

Mentioned in (3.80.) - adding: 
from 2011 to 2013, hospital 
operational costs must be 

reduced by at least 15% 
compared to 2010 level 

Mentioned in (3.79.) - 
31.03.2012 

Mentioned in (3.72.) - 
31.12.2012 

Implementation is finalised by 
end-2013 

 
Reinforce the centralised 

monitoring of PPP contracts by 
the Treasury in cooperation with 

the ACSS. (3.73.) 
viii) Move some hospital outpatient services to 
primary care units (USF). (3.77.) 30.06.2012 Mentioned in (3.81.) Mentioned in (3.80.) - 

31.03.2012 No longer mentioned  

ix) Annually update the inventory of all practising 
doctors by specialty, age, region, health centre and 
hospital, public and private sector so as to be able to 
identify practising, professional and licensed physicians 
and current and future staff needs by the above 
categories. (3.78.) 

30.09.2011 

Mentioned in (3.82.) - 
31.03.2012  adding: inventory 

will subsequently be extended to 
other categories of staff (after 

october 2011). It will also include 
figures for the autonomous 

regions of Madeira and Azores 

Mentioned in (3.81.) 

Mentioned in (3.74.)  -  
 30.06.2012 

x) Prepare regular annual reports, the first to be 
published by the end of March 2012, 
presenting plans for the allocation of human resources 
in the period up to 2014. The Report 
specifies plans to reallocate qualified and support staff 
within the NHS. (3.79.) 

30.09.2011 Mentioned in (3.83.) Mentioned in (3.82.) - 
30.06.2012 
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xi) Introduce rules to increase mobility of healthcare 
staff (including doctors) within and across health 
regions. Adopt for all staff (including doctors) flexible 
time arrangements, with 
a view of reducing by at least 10% spending on 
overtime compensation in 2012 and another 10% in 
2013. Implement a stricter control of working hours 
and activities of staff in the hospital. (3.80.) 

31.03.2012 Mentioned in (3.84.) - adding: 
from 10% to 20% 

Mentioned in (3.83.) - 
adding: reduce substantially 

expenditure for on-call 
services through 

rationalisation of services 
and elimination of 

duplication 

Mentioned in (3.75.)  -  
 31.03.2012  

      

Mentioned in (3.84.) - 
30.06.2012: Review the 

payment mechanism for the 
prevention regime and per 
call payment ("pagamento 
por chamada") in the light 

of promoting efficiency and 
reducing costs in the health 

system 

 No longer mentioned 

Regional Health Authorities 

    

Mentioned in (3.85.) - 
31.12.2012: Improve monitoring, 

internal control and fiscal risks 
management systems of the 

Regional Health Administrations 

Mentioned in (3.85.) Mentioned in (3.76.)  

Cross Services 

i) Finalize the set-up of a system of patient electronic 
medical records. (3.81.) 30.06.2012 Mentioned in (3.86.) Mentioned in (3.86.) Ensure access to all relevant 

health care facilities. (3.77.) 
ii) Reduce costs for patient transportation by one third 
compared to 2010. (3.82.) 30.09.2011 Mentioned in (3.87.) Mentioned in (3.87.) - 

31.12.2012 Mentioned in (3.78.) 
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III. Methodology 

 According to the MoU and its subsequent three revisions, the reform in the 
Portuguese Health care system can be divided in seven main areas: Moderating fees (user 
charges), Pharmaceuticals, Electronic prescription and quality in prescription, Efficiency gains, 
Planning of health expenditures, Reduction in fiscal benefits/tax allowances and Health care 
system reorganization and Medical Professions. Each one of these areas is subject to several 
measures. In this context, the key performance indicators presented in this report try to follow 
closely the proposed measures of the Memorandum of Understanding in each main area. 
More precisely, the main objective of this report is to associate each measure of the 
Memorandum with at least one indicator.  

In the creation of the indicators, the main priority was that the data needed for their 
construction was easily available on the Internet. Therefore, careful research and data 
collection were made in the databases of INFARMED and ACSS (Ministry of Health). When the 
data needed was by no means available on the websites of these institutions, interviews were 
scheduled with experts on these databases. The group is currently waiting for some of the 
proposed meetings to take place.  

Regarding the definition of the indicators, one of the main concerns of the group was 
their time length and frequency. So far, time lengths of the different indicators have not yet 
been harmonized, especially due to the lack of data, but the group considers that it is 
important to assess the evolution of the proposed key performance indicators for the Health 
sector before and after the implementation of the reform. Thus, whenever possible, we will try 
to consider at least the two years prior to the adoption of the MoU by the Portuguese 
government. The harmonization of time frequencies will not be always possible, due also to 
lack of data for some indicators. However, for a better analysis of the impacts of the reforms in 
the short-run, we will use monthly or quarterly frequency whenever possible.  
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IV. Key Performance Indicators 

IV.1. Public spending on pharmaceuticals 

In the last years the Portuguese pharmaceutical market has seen permanent and intense 
government intervention. The financial assistance program given to Portugal in 2011 and the 
associated Memorandum of Understanding (MoU) impose further changes in this market. One 
of the main objectives of the Health care system reform is to reduce the overall spending on 
pharmaceutical to 1.25 percent of GDP by the end of 2012 and to about 1 percent of GDP in 
2013, by generating additional savings in the area of pharmaceuticals. In order to achieve 
these goals, a mix of measures have to be implemented: tougher pricing rules; promotion of a 
framework more conducive to competition from generics; reduction of retail and distribution 
margins and more rational prescription patterns by doctors. Most of these measures set in the 
MoU have already been adopted. 

Regarding this specific area, we have chosen the following indicators to monitor the MoU 
objectives and measures: 

IV.1.A. Public expenditure on pharmaceuticals (as a percentage of GDP) 
IV.1.B. Average price of medicines  
IV.1.C. Generic medicines market share 
IV.1.D. Competition in the generics' market 
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IV.1.A. Public expenditure on pharmaceuticals 

 As stated in the beginning of this section, the MoU sets clear targets for the public 
pharmaceutical expenditure: the Portuguese government should decrease such expenditure, 
both in the hospital sector as well as in ambulatory care. The target is 1.25% of GDP by the end 
of 2012 and 1% by the end of 2013. These targets were defined in line with European Union 
(EU) average values, according to the wording in the initial version of the MoU. The revised 
version (as of 9 December 2011) drops the reference to the EU average values, but keeps the 
target unchanged. 

 In order to measure the evolution of the public expenditure on pharmaceuticals we 
decided to monitor an indicator called Public expenditure on pharmaceuticals as percentage of 
GDP (PEPh%GDP). The data will be updated on a quarterly basis. Its main objective is to assess 
whether the reforms foreseen in the MoU for the health sector will be able to reduce the 
public (hospital + ambulatory) pharmaceutical expenditure as a share of the GDP and 
eventually reach the proposed targets. 

Table 1.A.1. KPI description 

Name Public expenditure on pharmaceuticals as percentage of GDP(PEPh%GDP) 

Frequency Quarterly 

Objective Assess if the public (hospital + retail) pharmaceutical expenditure as a 
percentage of the GDP is decreasing. 

Unit Percentage 

Formula 𝑃𝐸𝑃ℎ%𝐺𝐷𝑃 = ∑
∑ ,𝑚 = 𝑚𝑜𝑛𝑡ℎ; 𝐺𝐷𝑃 = , 𝑦 = 𝑦𝑒𝑎𝑟 

Variables Total public expenditure, Public retail expenditure, Hospital expenditure 
& GDP 

Sources INFARMED, AMECO 

Interpretation The reduction of this indicator means a positive evolution towards targets 
set by the MoU in this particular area. 

 A brief methodological explanation about this KPI. In order to build an index capable of 
measuring how well the government is meeting the target, several issues need to be 
accounted for. Public expenditure on pharmaceuticals includes both retail pharmacy sales 
(ambulatory) and hospital consumption. While retail pharmacy consumption data is available 
with reasonable reliability from public sources (Infarmed, the regulator for pharmaceuticals), 
hospital consumption data is noisier, since different sources (Infarmed, ACSS and Apifarma) 
present slightly different values. Moreover, past and prospective GDP values are not available 
on a monthly basis. Thus, a simple weighted mean of values for current and past years is used, 
being the weight the number of months in the current year that have elapsed. 
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 Note that this procedure ensures that the value obtained for December is the yearly 
value to be used to measure the distance to the targets set in the MoU. 

Graph 1.A.1. 

 
Source: INFARMED, AMECO 

 Estimates  for  Portugal’s  total  public  pharmaceutical  expenditure  in the first quarter of 
2012 is circa 1.36% of GDP, down from its highest value of 1.58% in mid - 2010. If we compare 
with the same period last year, there has been a decline of 0.19 percentage points. However, 
in the first three months of 2012 the public expenditure on pharmaceuticals has become 
stable around 1.36% of GDP. Therefore, despite the considerable effort expended so far, there 
is still an important reduction to be achieved in 2012 and 2013 to meet the targets. Moreover, 
as illustrated in Graph 2.A.1., cost containment occurred only in ambulatory care, as hospital 
pharmaceutical expenditure is still rising. 
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 For a better overview of the current trend of public expenditure on pharmaceuticals it 
is worthwhile to look also at the absolute values. The next graph plots the evolution of the 
monthly expenditure on pharmaceuticals over the last years.  

Graph 1.A.2. 

 
Source: INFARMED 

 In the first quarter of 2012 the sales of pharmaceuticals in the retail sector implied a 
cost for the NHS of 319 Million Euros. This represented a decrease of 1.84% if compared to the 
value registered for the same period last year. Moreover, if we look only at the last month of 
the first quarter in each year the decrease in the public retail expenditure is even greater. In 
March the cost for the NHS was almost 112 Million Euros. A decrease of 4.02% if compared to 
the same month of 2011. Finally, if we aggregate the monthly public retail expenditure on 
pharmaceuticals, we observe that in 2011 the cost for the NHS was 1.326 Billion Euros, a 
20.77% decrease when compared with the value achieved in 2010. The observed decrease 
trend can be mainly explained by policy measures implemented since mid-2010 (reduction of 
the reimbursement levels and price cuts). However, the behaviour of this variable should 
continue to be monitored in order to confirm this trend. 

 The hospital expenditure reached 257.5 Million Euros in the first three months of 
2012. It represents a decrease of 2.4% if compared with the same period of last year. 
Moreover, if we look only at the last month of the first quarter in each year the decrease in the 
hospital expenditure is even greater. In March it was almost 87.5 Million Euros, a decrease of 
3.13% if compared to the same month of 2011. Nevertheless, if we consider the annual level of 
expenditure, we find out that in 2011 the hospital expenditure on pharmaceuticals was 1.012 
Billion Euros, a 1.3% increase when compared with the value achieved in 2010. However, 
although the hospital expenditure on medicines is still rising, the annual growth rate is 
decreasing. In 2009/2010 the expenditure grew 2.9% and in 2008/2009 it grew 8.6%. 
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 The next KPI's will be focused on the variables that might influence the value or the 
trend of the public expenditure on pharmaceuticals. Thus, we have to look to the price and 
quantity of the medicines sold, the type of these medicines (Generics versus branded 
products), the prescription system (electronic versus manual) and finally the levels of 
reimbursement. 

IV.1.B. Average price of medicines 

 One of the main variables affecting the level of public expenditure on pharmaceuticals 
is the price of medicines. The higher the retail price of prescribed drugs, the higher the costs 
for the NHS, everything else constant. Over the last years, several governments have tried to 
lower the retail prices of medicines, especially generics. However, most of the price reductions 
were achieved through administrative price cuts. Only more recently some measures have 
been taken to improve the competition in the pharmaceutical market. 

The following measures are presented in the MoU: 

Measure 3.53. Set the maximum price of the first generic introduced in the market 
to 50% of the branded product with the same active substance. Enact legislation 
which automatically reduces the prices of medicines when their patent expires. 

Measure 3.54. Revise the existing reference-pricing system based on international 
prices by using as countries of reference the three EU countries with the lowest 
price levels or countries with comparable GDP per capita levels. Countries of 
reference will be revised every year. 

In order to determine the impact of these measures on the prices of the medicines, we 
decided to monitor the evolution of the average price of medicines over the last years. 

Table 1.B.1. KPI description 

Name Average price of medicines 

Frequency Monthly 

Objective Assess if the average price of medicines is falling. 

Unit Absolute number 

Formula NA  

Variables Average prices of generics, branded medicines and total market 

Sources INFARMED 

Interpretation The fall of the average price represents a positive impact on prices in 
consequence of memorandum measures. 
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 The data will be updated on a quarterly basis and its main objective is to assess 
whether the reforms taken to reduce the public expenditure on pharmaceuticals had an 
impact in the prices of medicines. 

Graph 1.B.1. 

 
Source: INFARMED 

 The graph clearly shows that in the last four years the average price of generic 
medicines has been significantly reduced. On March 2012, the average price reached 8.10€, 
45% less than in March 2010 (14.75€) and less than half of the price registered in March 2008 
(19.40€). The average retail price of a generic has never been so low. On average, in March 
2012, a generic medicine was 3.13€  cheaper than in the same period last year. However, this 
important decline in retail prices has only become sustained in the second half of 2010. Before 
that, most of the price reductions were achieved through administrative price cuts. 

 Besides looking at the average price of generic medicines it is also important to 
observe the behaviour of the average price of branded medicines in the last years. As we can 
note from the data, there is no clear trend until the end of 2011. However, in the last five 
months, the average price of branded medicines has continuously decreased. Since December 
2011, the average price of a branded medicine decreased 6.81%. In March, the cost of a 
branded   medicine   was   on   average   11.82€.   This   represents   a   decrease   of   13.57% on the 
average price when compared to the value observed one year ago. Thus, the behaviour of this 
variable should continue to be monitored in order to confirm this new trend. 

 In Portugal the generic market share is still relatively small. Thus, we verify that the 
behaviour of the average retail price of a medicine (solid line) and the average retail price of a 
branded medicine are closely linked. However, this relationship tends to end as the market 
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share of generic medicines increases, which is expected to happen, especially now that the 
generics are cheaper than the branded product on average. 

 In a future report we will address why were generics more expensive than branded 
products on average until mid-2010. 

Short summary of the measures taken by the government in the last years, with the aim of 
reducing the retail price of pharmaceuticals: 

 2008: The government decided to cut by 30% the prices of all generics costing more 
than 5 Euros. 

 2010: The Government decided to revise the reimbursement system and change the 
definition of reference price3. Among many changes, the new rules guarantee the 
highest level of reimbursement only to the 5 cheapest medicines of each 
homogeneous group. The highest level of reimbursement is provided for the older and 
poorer users of the NHS. Since mid-2010 the list with the names of the five cheapest 
medicines of each homogeneous group is revised every three months. Moreover, the 
Government decided to cut the prices of the generics twice. First by 15% and then at 
the end of the year by another 6%. Finally the two most expensive generics for the 
state budget suffered an additional price cut of 20%. 

 2011: The quarterly update of the list with the names of the five cheapest medicines 
of each homogeneous group has been decisive to increase competition between 
pharmaceuticals, which has pushed the average price further down. 

 Since the beginning of the year new measures have been adopted in order to further 
decrease the prices of the medicines, especially the prices of the generics. Some of those 
measures are the revision of the existing reference-pricing system (measure 3.54 of the MoU) 
and measure 3.53 of the MoU which states that the first generic introduced in the market has 
to be 50% cheaper than the branded product with the same active substance4. Until last 
December it was enough for the first generic to be 35% cheaper. Moreover, in April the brand 
medicines suffered a price cut of 4%. The annual price review forces the generics to adjust 
their prices to the prices of the branded products. Thus, in May, the prices of the generics will 
become 20% cheaper on average. 

 

 

 

 

 

                                                           
3 See Decreto-Lei n.º 48-A/2010 and Decreto-Lei n.º 106-A/2010 
4 This is only true if the price of the first generic entering the market is above 10 Euros. 
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IV.1.C. Generic medicines market share 

Over the last years the generic medicines have become increasingly cheaper. Not only in 
absolute terms but also in relative terms. Today, on average, a generic medicine of a given 
active substance costs less than the branded product. This change has helped to increase the 
sales of generics and its market share. 

The next graph illustrates the size of the Portuguese generic market segment in volume and in 
value for the last years.  

Graph 1.C.1. 

 
Source: INFARMED 

 The Graph 2.C.1 presents monthly data about (1) the volume of sales of generic 
medicines (left axis) and (2) the value of sales of generic medicines (right axis). At a first glance 
there seems to be no clear trend for the two variables at least until mid-2010. Since that point 
in time there has been an increase in the volume of sales and at the same time a decrease in 
the value of those sales. Thus, between January and March 2012, the generic market segment 
has registered a decrease of 14.4% in value and a growth of 18.2% in volume when compared 
to the same period last year. The existence of an intense price competition in the market for 
generic medicines has been decisive for this market performance. 

 More important than increasing the consumption of generic medicines is to increase 
their market share. Only then can we aim at reducing the public expenditure on 
pharmaceuticals. The next KPI has the objective of showing this evolution over the last years, 
both in value as also in volume. 
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Table 1.C.1. KPI description 

Name Market share of generics 

Frequency Monthly 

Objective Assess the market share of generics. 

Unit Percentage 

Formula (Volume of generics in the market / Volume of overall outpatient 
medicines) 

Variables Volume of generics in the market, Volume of overall outpatient medicines 

Sources INFARMED 

Interpretation The objective is the share of generic medicines to be at least 30% of all 
outpatient prescription, this indicators tries to assess this evolution. 

Graph 1.C.2. 

 
Source: INFARMED 

 The graph clearly illustrates that the market share of generic medicines has been 
increasing in terms of volume over the last years. In March, the generics represented 24.27% 
of the overall volume of pharmaceuticals sold in that month. In 2007 the generics represented  
only 11.67% of the overall medicine market. In 2010 and 2011 the market share was still just 
18.33% and 21.65%, respectively. Moreover, in one year the market share in volume increased 
from 20,6% in March 2011 to 24.27% in March 2012, and the market share in value decreased 
from 20% in March 2011 to 18.6% in March 2012. 
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IV.1.D. Generic competitive market 

Table 1.D.1. KPI description 

Name Generic competitive market (volume) 

Frequency Yearly 

Objective Assess the share of the market where there is real competition between 
generics and brand medicines. 

Unit Percentage 

Formula (Volume of generics in the market segments where they compete / 
Volume of overall medicines sold in all market segments) 

Variables Volume of generics in the market in the market segments where they 
compete, Volume of overall medicines sold in all market segments 

Sources INFARMED 

Interpretation 
An increase in this KPI means a higher market segment where generic 
medicines compete with branded products. More competition means a 
lower average price. 

 
 
Graph 1.D.1. 

 
Source: INFARMED 
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 The graph shows us that over the last years the generics competitive market (amount 
of pharmaceutical substances or active pharmaceutical ingredients that have already at least 
one generic competing with the branded product) has slightly increased from 52.75% in 2009 
to 57.67% in 2012. It shows also that generic medicines account only for 42.5% of the total 
amount of pharmaceuticals sold in that market. In 2009 this value was 30.21%. 

 Thus, the objective set in the MoU that the share of generic medicines has to be at 
least 30% of all prescribed medicines can be reached by two ways. Either by increasing the 
generic competitive market (remove all effective entry barriers for generic medicines) or by 
increasing the generics market share in their competitive market (promote the prescription of 
generics or by International Non-proprietary Name (INN)). The decrease of the average price 
of generics will also help achieving the target. 

Measure 3.61. of the MoU deals with the first hypothesis and measures 3.59. and 3.60. deal 
with the second hypothesis:  

Measure 3.57. Make it compulsory for physicians at all levels of the system, both 
public and private, to prescribe by International Non-proprietary Name (INN) to 
increase the use of generic medicines and the less available product. 

Measure 3.58. Establish clear rules for the prescription of medicines and (...) on 
the basis of international prescription guidelines. 

Measure 3.59. Enact legislation to remove all effective entry barriers for generic 
medicines, in particular by reducing administrative/legal hurdles in order to speed 
up the use and reimbursement of generics. 
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IV.2. Health care system reorganization and Medical Professions 

Regarding this specific area, we have chosen the following indicators to monitor the MoU 
objectives and measures: 

IV.2.A. Number of "Unidades de Saúde Familiar" (USF) units by regional authority 
IV.2.B. Percentage of extra-hours cost  
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IV.2.A. Number of USF units by regional authority 

 Regarding the primary service care, the Memorandum of Understanding seeks to 
increase the number of USF contracting with regional authorities. 

Table 3.A.1. KPI description 

Name Number of USF units by regional authority 

Frequency Monthly 

Objective Evaluate the variation of USF across the country. 

Unit Absolute number 

Formula NA 

Variables Number of USF 

Sources Ministry of Health 

Interpretation 
Indicator that expresses the variation in the number of USF units 
contracting with regional authorities. An increase is expected to reduce 
costs and increase effectiveness in providing of primary service care 

  

 The first indicator to be built required us to gather data for the number of USF existing 
in each district (column Nº USF). Furthermore there was a need to compute the weight of 
USF’s   in  each  district,  which   is  achieved  by  dividing   the  number  of  USF   in  activity   in  a  given  

district, over the total of USF in activity in the entire country (column %USF). 
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Figure 2.A.1. 

USF distribution  

 

District Nº USF % USF 

 

Percentile 

Castelo Branco 0 0,00% 

  
  
  
  

< 10 
Beja 1 0,35% 

Bragança 1 0,35% 

Guarda 1 0,35% 

Vila Real 2 0,71% 

  
  
  
  
  

10 < x < Median 

Portalegre 3 1,06% 

Évora 4 1,42% 

Viana do 
Castelo 

8 2,84% 

Viseu 8 2,84% 

Faro 9 3,19% 

  
  
  
  

Median < x < 75 
Leiria 10 3,55% 

Coimbra 12 4,26% 

Santarém 14 4,96% 

Setúbal 18 6,38% 
  
  
  

75 < x < 90 Aveiro 25 8,87% 

Braga 36 12,77% 

Lisboa 49 17,38% 
  
  

x > 90 
Porto 81 28,72% 

TOTAL 282 100,00% 

    

Percentile 
  10 1 0,35% 

25 2,25 0,80% 

Median 8,5 3,01% 

75 17 6,03% 
90 39,9 14,15% 

 

Source: Health Ministry - Primary Health Care  

 After the computation of this percentage one must find its distribution across the 
country and the best way to do so is to look to the percentiles of our sample. By doing so, we 
are ensuring that we are separating the districts in such a way that the regions dispersion as a 
whole is taken into account. Consequently we have that the districts of Castelo Branco, Beja, 
Bragança and Guarda represent the lower 10% of our sample in terms of presence of USF, and 
are therefore denoted by the red colour in our map. 

 Applying the same line of thought to the other districts (where dark green denotes the 
10% best districts), we observe that onshore regions have the highest concentration of USF, 
mainly in the regions of Porto and Lisbon and their surrounding areas. As we move towards 
interior  regions  we  observe  a  decrease  on  the  number  of  USF’s. 
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IV.2.B.  Percentage of extra-hours cost 

 The hospital services are considered to be an important component of the health 
expenditures in Portugal, and that is why reducing its costs is imperative. A sub-group of 
hospital services expenditures and one where spending still presents a huge weight, are the 
costs  with  extraordinary  hours  paid  to  hospital’s  personnel. A simple way to address this issue 
is by computing the percentage of extra-hours cost. 

Table 2.B.1. KPI description 

Name Percentage of extra-hours cost 

Frequency Monthly 

Objective Evaluate extra hours changes. 

Unit Percentage 

Formula 

(personnel extra-hours and supplements costs/adjusted personnel 
costs)x100 

OR 

(doctors extra-hours and supplements costs/adjusted personnel 
costs)x100 

Variables Costs with personnel per hour 

Sources ACSS 

Interpretation Indicator that expresses the variation in the costs of extra-hours. An 
increase must be seen as an increase in expenditure on extra-hours. 

 In order to do so we gathered individual data regarding adjusted personnel costs and 
personnel extra-hours and supplements costs for each hospital. Aggregating all this 
information we get figures for the national hospital expenditures in these two aspects. From 
here, one may easily compute the already mentioned percentage of extra-hours cost, enabling 
us to observe their variations across time. However, only six months of data were available.   

 The dashed lines represent the aggregate figures for both personnel adjusted costs 
and personnel extra-hours and supplements costs. As for the solid line, it represents the 
percentage of extra-hours  cost.  These  variables’  variations  are  represented  as  follows  for  the  

period between September 2011 and February 2012: 
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Graph 2.B.1. 

 

Source: ACSS - Monthly Monitoring Reports of SNS 

 As one may observe, the adjusted costs with personnel increased in November 2011. 
This result may be explained   by   the   fact  we   have   holidays’   subsidies   being   reported   in   this  

month. Nonetheless, despite we have a huge reduction of costs in December; this was not 
accompanied by a reduction in extra-hours costs. On the contrary, we actually observe an 
increase in this variable by December. That is why we have such a huge increase in the 
percentage of extra-hours costs. Wage cuts and early retirement may be responsible for the 
reduction of the cost with personnel in December. January brought a recovery in this 
percentage costs, but we are already facing an increase in February. However, due to the 
reduced number of available observations, it is still too soon to draw conclusions or even 
observe a clear trend. 
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V. Final Remarks  

The main conclusions about the evolution of each of the indicators presented are described in 
the previous sections. To sum up, we would say that it is too soon to reach more detailed 
conclusions regarding the effects of the Memorandum of Understanding in the area of the 
Health sector given that the majority of the policy changes were only applied in the last 
quarter of the last year and the first quarter of 2012. Furthermore, many measures have not 
yet entered into place. However, the Portuguese Government is making an effort to approve 
and apply all the measures proposed by the Memorandum. This is visible in the establishment 
of deadlines for the submission of draft legislation and the approval of some measures 
through laws or decree-laws. 

Next steps for this work will focus on the following points:  

 Complete our database for some indicators and continue actualizing the current ones 
with new published data. 

 Discriminate some indicators Health region and active substance (INN). 

 Try to get more specific data from ACSS, namely through a meetings to be scheduled. 

 Extend the indicators to the other areas of the Health system not yet included in this 
report. 

 Try to find some indicators that may be suitable for cross-country comparisons. 

 Lastly, evaluate if the indicators are being affected solely by a cyclical component or really 
reflecting the impact of the Memorandum. 
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