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THE	PORTUGUESE	HEALTH	
SYSTEM	IN	THE	AFTERMATH	
OF	AUSTERITY
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Summary: The financial assistance programme given to Portugal in 
2011 and the associated Memorandum of Understanding imposed 
changes in the Portuguese health system. The main objective was to 
reduce costs and increase efficiency. More than three years after the 
end of the programme (in 2014), some of the changes still remain, 
while other measures were only transitory. However, the debate 
on National Health Service sustainability has not ended with the 
programme, and the system faces new challenges in the near future.
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Introduction

The international financial crisis that 
started in 2008 resulted in a sovereign 
debt crisis that forced a number of 
countries, including Portugal, to request 
financial assistance from the European 
Financial Stability Facility. Facing 
increased difficulty in accessing financial 
markets, in May 2011 Portugal agreed a 
Memorandum of Understanding (MoU) 
with the European Union, the European 
Central Bank and the International 
Monetary Fund in exchange for a loan of 
€78 billion. 1 

The Economic and Financial Adjustment 
Programme, implemented between 2011 
and 2014, brought about a number of broad 
cost containment measures in the public 
sector, including in the health sector with 
the aim of cutting costs and increasing 
the system’s efficiency. Overall, most 
of the adjustment in health spending 
resulted from price effects, few from 
quantity cuts, and only a small part was 

due to a shift of financial responsibility 
from the government to citizens. This 
was achieved through both a direct and 
indirect reduction in the level of salaries 
paid to public servants (including health 
workers), cuts in public pharmaceutical 
expenditure, and price review regarding 
private institutions that contracted with the 
National Health Service (NHS), especially 
in diagnostic tests and exams. 2   3  

Since the end of the Economic and 
Financial Adjustment Programme, the 
performance of the Portuguese economy 
has improved. In fact, the country was 
able to reduce its public deficit to -2.1% 
of Gross Domestic Product (GDP) in 2016 
(in contrast to -9.8% of GDP in 2010) and 
GDP is expected to grow 2.5% in 2017 
(in contrast to -4.0% during the economic 
recession in 2012). However, public debt 
is still very high (132.2% of GDP in 
June 2017) and the country remains under 
tight surveillance from international 
institutions.
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This article discusses some of the major 
initiatives that have taken place in 
Portugal to increase efficiency and reduce 
costs in the heath sector, initiated by the 
MoU, their sustainability and the main 
challenges the health system still faces.

Pharmaceutical policy spearheaded 
many cost-cutting measures

The MoU brought important changes to 
pharmaceutical policy. On the one hand, 
it set targets for public pharmaceutical 
expenditure. On the other hand, it 
required changes to the structure of 
distribution margins. These two demands 

constitute new approaches to containing 
the high growth rate in Portugal’s public 
pharmaceutical expenditure.

Expenditure targets

The MoU set clear expenditure targets: 
the Portuguese government was to 
decrease such expenditure in both the 
hospital sector as well as in ambulatory 
care. Pharmaceutical expenditure was 
cut and a target set to reach 1.25% of 
GDP by the end of 2012 and 1% by the 
end of 2013. However, Portugal’s total 
public pharmaceutical expenditure at the 
end of 2011 was 1.35% of GDP, and only 
in 2013 was it possible to achieve the 
decrease to 1.25% of GDP. 4 

‘‘�The�
MoU�brought�

important�
changes�to�

pharmaceutical�
policy

From 2010 to 2016, there was 
a 15% decrease in total pharmaceutical 
expenditure, which was mainly achieved 
through a 27% reduction in ambulatory 
medicines, since expenditure on hospital 
pharmaceuticals increased by 6% over the 
same period (see Figure 1).

Generics

Additional requirements of the MoU 
included: promoting the use of generic 
drugs; the use of clinical guidelines; 
and redefining international referencing 
rules that establish the prices of new 
pharmaceutical products. The latter now 
focuses on the prices in the three countries 
with the lowest prices in Europe, but 
which have some broad similarities with 
the Portuguese economy. 2 

Increasing the use of generics has been 
one of the most relevant cost-control goals 
of pharmaceutical policy in Portugal. 
Several measures included in the MoU 
aimed to increase competition from 

Figure 1: Public pharmaceutical expenditure (% of GDP) in Portugal, 2010 – 2016 

Source:  5  
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Figure 2: Share of generics in the total (reimbursed) pharmaceutical market 
in Portugal, 2010 – 2015 

Source:  6 
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generics, focusing on price regulation of 
the market and administratively forcing 
lower prices. The measures included: 
setting the maximum price of the first 
generic in its class to enter the market 
at 60% lower than the price of the 
originator product; automatic reduction of 
the price of the originator product when 
the patent expires; and resolving the legal 
dispute over intellectual property to ensure 
faster entry of generics in the market. 
Moreover, pharmacies are legally required 
to have available at least three of the five 
lowest-price generics in each class defined 
by a branded product. 2   4  

‘‘�the�
share�of�

generics�in�the�
pharmaceutical�

market�has�
increased

Also, the MoU stipulated that a new 
structure of margins, using a combination 
of fixed fees and regressive margins over 
the wholesale price, must be defined. 
One of the aims of this change was to 
save €50 million in distribution costs. 
The savings target is reinforced by the 
requirement for wholesalers and retail 
pharmacies to pay a special contribution 
(claw-back) if not enough savings are 
generated (although pharmacies in remote 
areas with low turnover may be exempt 
from this pay-back mechanism). A second 
objective of the new margins is to increase 
the incentives to pharmacies to offer 
patients the option of purchasing generics. 
Under the previous system, where margins 
were defined by a constant percentage 
over the final price, pharmacies had the 
incentive to favour the dispensing of 
products with higher prices. Hence, the 
new rules mitigate this relative incentive 
to dispense more expensive products (by 
not carrying generic products), resulting 
in a decrease of prices. 2   4  

As a result of these policies, the share of 
generics in the pharmaceutical market 
has increased since 2010, both in terms of 
value and volume (see Figure 2). In 2015, 
generics represented 24.3% of the total 
value and 41.3% of the total volume of 
the reimbursed pharmaceutical market 
(see Figure 2).

Prescribing patterns

While many of the other measures 
implemented in Portugal during the 
Economic and Financial Adjustment 
Programme in the pharmaceutical sector 
aimed to lower prices, some also acted on 
volume; that is, the prescribing patterns 
of doctors. This is usually a delicate 
matter and previously has not been 
explicitly and directly addressed by the 
Portuguese authorities. The MoU required 
a monitoring system that regularly 
provides information on both the volume 
and value of prescribing by individual 
doctors. 2   3  The system has been in place 
since October 2011, as implemented by 
the Central Administration of the Health 
System (ACSS), and it is used to provide 
feedback to doctors. This has been made 
possible by another MoU condition: the 
establishment of a mandatory electronic 
prescription system for pharmaceuticals 
covered by the NHS. The system has 
been operating since August 2011. In 
addition, the MoU called for the adoption 
of international prescription guidelines 
in Portugal, to provide clear rules for 
more rational prescribing patterns, which 
has been implemented since 2011–2012. 
These guidelines aim to complement the 
feedback mechanism provided to doctors 
on their own prescribing.

Funding hospitals

Measures taken in the context of the 
Economic and Financial Adjustment 
Programme had the effect of increasing 
central control, because some of the agreed 
targets required financial, employment 
and other limits imposed from the central 
government. 2 

As a result, hospital management became 
much more centralised and hospitals saw 
their (limited) autonomy reduced, with 
employment of new staff being subject 
to the government’s approval through 
the Ministry of Finance. 2  The critical 

problem in 2011 was NHS hospitals’ debt 
to suppliers, which reached €3 billion 
by 2011. In 2012 and 2013, that value was 
reduced through extraordinary payments 
(from the government to clear some of the 
arrears in payments) of a total amount of 
€1.9 billion. Figure 3 shows the typical 
trend in NHS institutions of delaying 
payments to suppliers (a delayed payment 
is defined as due for more than 180 days) 
until the government transfers funds to the 
hospitals.

As no extraordinary transfers have 
been made since December 2016, the 
total amount of delayed payments to 
suppliers has reached €966.6 million and 
the total NHS debt peaked at €2 billion 
in September 2017. Despite efforts 
to improve hospital management and 
increase efficiency, the chronic problem of 
NHS debt to suppliers has not been solved 
during the financial bailout and shows the 
same trend as before the rescue plan.

In the MoU, the Portuguese Government 
agreed to “set up a system for comparing 
hospital performance (benchmarking) 
on the basis of a comprehensive set of 
indicators and produce regular annual 
reports”. To fulfil this commitment, 
in 2013 the ACSS published the first 
quarterly report highlighting their 
benchmarking analysis, which covered 
both public hospitals and hospitals 
under public-private partnership. The 
report aimed to assess the potential for 
improvement within each hospital in each 
major area of activity and to identify best 
practices and cross-cutting programmes to 
launch in the near future that may lead to 
improvements across the system. In 2014 
and 2015, new reports for hospitals were 
launched, and in 2014 primary care centre 
groups (ACES) were also included in 
the benchmarking analysis, to improve 
monitoring within the NHS (results are 
available online  7 ). 2 

Future challenges

The recent evolution of the Portuguese 
health system suggests that improvements 
have been made in terms of providing 
value for money. In particular, health gains 
and increased activity in the NHS were 
obtained without adding extra resources, 
indicating both an improvement in 



Eurohealth SYSTEMS AND POLICIES

Eurohealth — Vol.23 | No.4 | 2017

33

value for money provided and that large 
inefficiencies were (and still are) present in 
the system. 2 

Increases in productivity, measured 
by a higher growth in activity than in 
expenditure, have been present over 
recent years, and were the major goal of 
the Economic and Financial Adjustment 
Programme. Overall, the system became 
cheaper (due to cuts in spending) and more 
productive (due to increased working 
hours and contracting with institutions).

Overall, structural measures such as the 
reform in the pharmaceutical market 
and the reduction of public expenditure 
with private providers had very positive 
results that are still maintained. 
However, transitory measures such as 
salary cuts had natural limitations. The 
government formed in November 2015 
reversed most of the salary cuts and re-
established a 35-hour working week for 
public servants.

‘‘�hospital�
management�

became�much�
more�centralised

In addition, three years after the financial 
bailout, health care professionals, 
including doctors, nurses and ancillary 
workers, are demanding that the Ministry 
of Health provide improvements in their 
career progression and working conditions. 
This is happening while Portugal is still 
under tight surveillance from the European 
Commission regarding the control of 
public finances. In 2017, the NHS debt to 
suppliers reached €2 billion, which shows 
that the financial sustainability of the 
publicly funded health services network is 
still at stake.

In the near future, productivity gains in 
the NHS will most likely entail an increase 
in spending, as opportunities for waste 
reduction become exhausted.
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Figure 3: Monthly evolution of delayed payments (> 180 days) to suppliers in NHS institutions in Portugal, 
December 2011 – September 2017 (in Million €) 

Source: Authors’ own based on  5 
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