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Abstract 

This paper analyzes Portugalôs Pharmaceutical Cluster by using Michael Porterôs Diamond 

Theory. This model is also known as the Porter Diamond Theory of National Advantage and it 

is used in this research paper to study the Portuguese Pharmaceutical Cluster, taking into ac-

count the following four dimensions: Factor (Input) Conditions, Context for Firm Strategy and 

Rivalry, Demand Conditions and Related and Supporting Industries.  

This analysis shows that the Portuguese Pharmaceutical Cluster is relatively small and when 

compared with benchmark countries in the industry, e.g. Belgium, Ireland, Spain, Switzerland 

and others, it becomes evident that it still needs to further grow and develop, so that it can be-

come more productive and competitive. This paper also concludes that, although some key pa-

rameters for this Cluster to be able to expand do already exist in Portugal, they need to be fur-

ther integrated and developed (see summary in Figure 14). This research study puts forward 10 

policies that, if implemented, could enable the Portuguese Pharmaceutical Cluster to further 

develop and ultimately become a major player in the Portuguese economy. The paper concludes 

that, although there is a positive outlook for the Portuguese Pharmaceutical Cluster, this indus-

try should be a strategic area of intervention by the Portuguese government and businesses in 

the coming decade. Only by doing so can the Portuguese Pharmaceutical Cluster become a 

powerful economic force within the Portuguese economy and improve patientsô wellbeing and 

quality of life. 
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1 Introduction 

1.1 Purpose  

The global Pharmaceutical industry has been registering double-digit profit margins throughout 

the last years; however, it appears that ñThe good old days of the Pharmaceutical industry are 

gone foreverò (Hunt, Manson, & Morgan, 2011). In fact, the business environment and market 

conditions under which Pharmaceutical companies operate have changed fundamentally. Sever-

al factors have contributed to this, namely the fact that competition has increased considerably, 

governmental spending on healthcare is constantly challenged and stricter regulatory require-

ments have been transforming the Pharmaceutical landscape (Batra, et al., 2013).  

Despite the challenging environment, this industry is adapting and according to a Deloitte report 

(Deloitte, 2015) the longer-term outlook is more positive. The Pharmaceutical spending growth 

should match health spending growth at an average of 4.3 percent during 2015-2019, and global 

Pharmaceutical sales should reach US$1.4 trillion by 2019. In fact, the main factors driving 

healthcare demand should lead to an increase of Pharmaceutical spending in the subsequent 

years, particularly due to the aging population, the increase in chronic diseases, and the advent 

of innovative and frequently expensive treatments, e.g. for cancer and hepatitis C. 

Portugal is a member of the European Union and because it is a small and open economy, it is 

highly influenced by external factors (Guerron-Quintana, 2014). This is also true for the Phar-

maceutical industry. However, empirical knowledge of the Cluster in Portugal shows that a lot 

of its potential is still not fully realized. This paper assesses the Pharmaceutical Cluster in Por-

tugal using Michael Porterôs Diamond model to analyse how that potential can be further ex-

plored. The Porter Diamond, properly referred to as the Porter Diamond Theory of National 

Advantage, is a model designed to help understand the competitive advantage that nations pos-

sess from certain factors available to them, and to explain how governments can act as catalysts 

to improve a country's position in a globally competitive economic environment (Investopedia, 

2017). Within this model there are four parameters that will be looked at in this paper: Factor 

(Input) Conditions, Context for Firm Strategy and Rivalry, Demand Conditions and Related and 

Supporting Industries.  

Each one of these parameters will be looked at from different angles, in order to answer the 

following questions:  

¶ Which are the main strengths and weaknesses of the Portuguese Pharmaceutical Cluster 

when assessing it using Porterôs model?  

¶ How can this Cluster become more competitive? 

¶ Which policies should be put into practice to make the Portuguese Pharmaceutical Clus-

ter more competitive?  

The methodology used in this paper will be mainly based on the analysis and review of other 

papers, data collection and interviews with Portuguese and international Pharmaceutical indus-

try leaders.   
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1.2 Structure  

This case study begins by presenting a brief overview of Portugal and its economy, followed by 

a chapter entitled ñThe Pharmaceutical industryñ, which describes the Pharmaceutical industry 

and its end to end definition. The chapter ñThe Portuguese Pharmaceutical industryò looks at the 

status quo of the Portuguese Pharmaceutical industry and is followed by an analysis of the four 

parameters that are part of the Michael Porterôs Diamond Theory, with an emphasis on the most 

relevant elements already present in the Portuguese Pharmaceutical Cluster. This chapter starts 

with a visual representation of the four main forces and their sub-categories, some of which, for 

example, ñHuman resourcesò in Portugal, are looked at in more detail. The information was 

collected based on papers, articles, newspapers, public available statistics (e.g. Organisation for 

Economic Co-operation and Development - OECD) as well as through interviews with key 

leaders of the Pharmaceutical industry. In the ñConclusionò, the author uses Porterôs model to 

identify the main strengths and weaknesses of the Portuguese Pharmaceutical Cluster and dis-

cusses how this Cluster can become more competitive. Based on the analysis of the foregoing 

questions (see chapter ñPurposeò), the author puts forward and discusses 10 policies which, if 

expertly implemented, can make the Portuguese Pharmaceutical Cluster much more competitive 

in the European as well as in the world market. 

In this paper, Portugal will be compared with other economies. The largest markets for pharma-

ceuticals are the US and Europe, this being the reason why these regions were selected. Some 

European countries were selected, due to their characteristics as shown in Table 1. 

Table 1 - Countries selected to compare Portugal with in this paper. 

 

According to ñThe world in 2018ò (The Economist, 2017) the GDP per head in the countries 

selected is higher than that registered in Portugal which is US$ 22ô502. However, the aim of 

this paper in comparing Portugal with the leading countries in the field is to devise a course of 

action to enable Portugal to aim high and to improve its productivity, thus becoming much more 

competitive.   
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Figure 2 - Key parameters in Portugal (2016) (AICEP, 

2017). 

2 Portugal and the Pharmaceutical industry 

2.1 Portugal ï a brief overview 

As described by AICEP (Agência para o Investimento e Comércio Externo de Portugal ï Agen-

cy for Portugalôs External Investment and Commerce), mainland Portugal is geographically 

located in Europeôs West Coast, on the Iberian Peninsula. It is bordered by Spain to the North 

and East and by the Atlantic Ocean to the West and South, thus being in a geostrategic location 

between Europe, America and Africa. In fact, for several centuries Portugal has had a very good 

relationship with Brazil (South America), Angola and Mozambique (Africa). 

In addition to the mainland, Portugalôs territory also includes the Autonomous Regions of the 

Azores and Madeira, two archipelagos located in the Atlantic Ocean. The Portuguese borders 

have remained unchanged since the 13th Century, making Portugal one of the oldest countries in 

the world, with nearly 900 years of history that clearly demonstrates its strong identity and in-

ternal cohesion. Currently, the population 

of Portugal is estimated at 10.3 million 

people, of whom 50% are economically 

active. The demographic concentration is 

higher near the coastal areas, with Lisbon 

(the capital city) and Porto (the second 

largest city) showing the highest popula-

tion density. The Portuguese language is 

spoken by more than 200 million people 

worldwide. This diversity greatly contributes to the strong historical and cultural ties that Portu-

gal has with the rest of the world (AICEP, 2017).  

Figure 1 - World map highlighting Portugal's geostrategic location. 
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Figure 3 - Portuguese gross value added in 2016 

(AICEP, 2017). 

Economic Performance of Portugal 

Following the trend of its European partners, over the last decades one of the most important 

characteristics of the structure of the Portu-

guese economy has been the increase in the 

services sector that contributed, in 2016, 

with 75.4% of Gross Value Added (GVA) 

and employed 68.6% of the population. Ag-

riculture, forestry and fishing generated only 

2.2% of GVA and 6.9% of employment 

while industry, construction, energy and 

water represented 22.4% of GVA and 24.5% 

of employment.  

In the last decade, apart from a greater focus 

and diversification of services within the economic activity, there was a significant change in 

the manufacturing industry in Portugal regarding specialization. The Portuguese manufacturing 

industry evolved from a dependence on traditional industrial activities to a situation where new 

sectors with a larger amount of technology have gained importance and experienced significant 

growth, such as the automotive manufacturing industry and components sector, electronics, 

energy, the Pharmaceutical sector and industries related to the new information technologies 

and telecommunications. In the service sector, the importance of tourism should be emphasized, 

as Portugal benefits from its geographical position, the Mediterranean climate moderated by the 

influence of the Atlantic, and from being a safe country.  

In recent years Portugal has been facing significant financial challenges. Portugalôs economy 

was guided by a demanding Memorandum of Understanding with the troika ï the European 

Commission, the European Central Bank and the International Monetary Fund ï between 2011 

and 2014 (Chipman, 2016). This austerity program and household deleveraging have subdued 

consumer spending (BMI Research, 2015). By the end of 2015 a new socialist government was 

elected in Portugal. The fiscal easing introduced by the Socialist-led Government and the in-

crease in private consumption contributed to the increase in sales in different sectors. This, to-

gether with the rise in exports and growth of traditional trading partners of Portugal, led to good 

economic results in 2016 (European Commission, 2017), which were a surprise to the European 

Union and several rating agencies. In May 2017 the European Commission announced that Por-

tugal was exiting the EU budget procedure 6 years after bailout. This announcement marked a 

reputational turnaround by a country rescued by Eurozone governments and the International 

Monetary Fund in 2011. 

 

 

 

 



Portuguese Pharma Cluster 

© Daniel Filipe Farinha Guedelha, 2018  9 

2.2 The Pharmaceutical industry 

The Pharmaceutical industry is one of the key world industries, having generated nearly 1 tril-

lion dollars in 2014 (IMS health, 2016). Most of this value was generated in North America, 

with a market size of around US$400 billion, followed by Europe (US$229 billion) and 

Asia/Australia (US$255 billion).  

The Pharmaceutical industry discovers, develops, produces, and markets drugs or Pharmaceuti-

cal drugs for use as medications. Pharmaceutical companies may deal in generic or brand medi-

cations and medical devices. They are subject to a variety of laws and regulations that govern 

the patenting, testing, safety, efficacy and marketing of drugs (Lai, Clark, Race, Parkes, & 

Blum, 2012). 

 

Figure 4 - Typical process of research and development (small molecule) ï stages and timing (Lai, 

Clark, Race, Parkes, & Blum, 2012). 

As described in Figure 4, the Pharmaceutical process begins with investing in Research and 

Development (R&D) and attempting to develop new drugs, followed by the patenting phase (a 

patent can have a span of 20 years including the clinical trials phase). Clinical trials have differ-

ent phases (I, II, III), and they aim to ensure the safety, efficacy, and finally the appropriate 

dosage of the drug. Upon completion of trials, drugs are submitted for approval to a regulatory 

body (e.g. FDA ï Food and Drug Administration ï for drugs sold in the US). Once the drug is 

approved it is manufactured and distributed through an extensive sales and distribution network 

often controlled by the Pharmaceutical company. The cost of researching and developing a new 

chemical or biological entity was estimated at ú1926 million in 2016 (DiMasi, Grabowski, & 

Hansen, 2016). It is also important to notice that this traditional model is currently being chal-

lenged, especially because of more targeted and personalized therapies and also because Phar-

maceutical companies are trying to streamline this model. 

Along this end-to-end chain, several key stakeholders need to be involved. These stakeholders 

can belong to the internal or external environment as shown in Figure 5. A similar methodology 

to the one used by the author Dimitris Dogramatzis will be used in this stakeholder mapping 

(Dogramatzis, 2001). Internal stakeholders include large companies, smaller companies (like 

start-ups), as well as universities and R&D centers that have a direct link to the Pharmaceutical 
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industry. The external stakeholders can be divided into three categories, similar to the ones used 

by Kotler and Clarke (1987): inputting, mediators and consumers. Inputting stakeholders in-

clude payers, regulators, and politicians, because they all play a significant influencing role in 

the company's success. Mediators include prescribers, opinion leaders, and other healthcare 

professionals who stand between the company and its final customers, the patients. Consumers 

include not only patients and their families or advocacy groups, but also media and the general 

public.  

Figure 5 - Different stakeholders within the Pharmaceutical environment and their interactions. 

The success of the Pharmaceutical Cluster depends on how well those stakeholders interact with 

each other, always keeping in mind that, as described in Figure 4, it takes a lot of effort, time, 

money and resources to come to a final approved drug. Some of these elements will be better 

analysed later in this paper.  

It is also important to look at the value chain of the Pharmaceutical products and its price struc-

ture. The distribution margins, the VAT rates and the prices are generally fixed by governments 

and differ significantly from country to country. Considering the example of Europe, on aver-

age, approximately one third of the retail price of a medicine reverts to distributors (pharmacists 

and wholesalers) and the State as represented in Figure 6. One can also conclude that most of 

the value is generated upstream, i.e. by the manufacturers. Therefore, in order to maximize the 

value of the Pharma industry in a country, it is important to create the necessary ecosystem to 

attract those industries. 

 

Figure 6 - Breakdown of the retail price of a medicine in 2015 (%). Non-weighted average for Europe 

(EFPIA, 2017). 
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2.3 The Portuguese Pharmaceutical industry 

The Portuguese Pharmaceutical industry started at the end of the 19th century, having evolved 

from then until it achieved an important milestone in 1979: the creation of the National Health 

Service (in Portuguese ñServi­o Nacional de Sa¼deò ï SNS). The SNS is a universal tax-

financed system, which provides health coverage to the population (Simões, Gonçalo, Fronteira, 

& Hernández-Quevedo, 2017). At the beginning of 2000, the Ministry of Health strongly 

pushed for the expansion of generics in the Portuguese market with several multinational com-

panies starting to sell in Portugal. In 2014 the Portuguese company Bial got the Food and Drug 

Administration (FDA) approval for the first drug developed in Portugal, the antiepileptic brand-

ed APTIOM (APIFARMA, 2014).  

Portugalôs Pharmaceutical industry is dominated by multinationals, most of which import fin-

ished products. According to data from December 2014 (BMI Research, 2015), Merck Sharp 

Dohm (MSD) was the market leader in Portugal in value terms, followed by Novartis, Bial, 

Pfizer, Astrazeneca, Bayer, Servier, Sanofi, Boehringer Ingelheim and Generis. Portugalôs do-

mestic Pharmaceutical firms include Bial, Hovione, Generis, Bluepharma, Tecnimede, Medinfar 

and Cipan as described in Table 2. Some of those companies will be shortly described in this 

paper. 

Table 2- Some Portuguese Pharmaceutical companies. 

 

Despite its relative small dimension, Portugal has an interesting market size, with sales of 

around ú4 billion a year between 2010 and 2016 as it can be observed in Figure 7.  
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Figure 7 - Total Portuguese Pharmaceutical market (ambulatory and hospitals) (APIFARMA, 2016) 

According to Paulo Nunes de Almeida (President of the Portuguese Business Association), it is 

not easy to identify the weight of healthcare in the Portuguese economy. This is mainly due to 

the fact that, in this industry, there are many cross-functional areas and also because it depends 

on a network of interconnected economic sectors. However, if we consider companies linked to 

the health sector, for example, those that manufacture Pharmaceutical products, equipment, 

instruments, surgical material, and if we add the services linked to the human healthcare, for 

example health facilities, laboratories of clinical analysis, nursing, among others, the total busi-

ness volume will be around ú7.5 billion (EXAME, 2017). This proves that the healthcare sector 

has a huge potential to positively influence the economy. In fact, the companies directly related 

with healthcare represent nearly 7.5% of all the companies in Portugal and employ around 

255.000 people (EXAME, 2017). 

Portugal is a net importer of Pharmaceutical products (Figure 8), since most of the multinational 

companies do not have production sites in Portugal, but mainly commercial offices. In reality, 

Portugal still has a trade deficit in the Pharmaceutical related products, but recently, the exports 

have been increasing. According to the Confederation of Portuguese Business, the healthcare 

Cluster is already exporting more than traditional industries in Portugal like wine and cork.  

 

Figure 8 - Pharmaceutical Trade Balance in Portugal from 2009 to 2016 (APIFARMA, 2017). 
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Figure 9 shows that in 2015 the European Union (EU) represented 90% of the main imports 

origin followed by Switzerland (6%). As far as exports are concerned, it is possible to observe 

that the EU is also the main export destination (53%), followed by the EUA (19%). 

 

Figure 9 - Origin of imports and destination of exports in Portugal in 2015 (APIFARMA, 2015). 

When considering individual countries, the key export markets include Angola, France, Spain, 

Germany and the UK. These EU markets are likely recipients of parallel exports ï with whole-

salers taking advantage of lower-priced drugs in Portugal (BMI Research, 2015). According to 

the PharmaPortugal Project, the priority export markets are Cape Verde, Mozambique, Spain, 

Poland, the Czech Republic, Algeria, Morocco, Tunisia, Brazil, the US and Israel. The Phar-

maPortugal is a trademark of Portuguese APIFARMA (Association of the Pharmaceutical In-

dustry), registered in 2005, which identifies national exporting companies and promotes an im-

age of European quality to the world (European Commission, 2017). 

In this context it is important to compare Portugal with other European countries regarding the 

Pharmaceutical trade balance. 

Table 3 - Pharmaceutical trade balance in 2015 for European countries (EFPIA, 2017). 
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Overall, considering the sum of the trade balance shown in Table 3, one can conclude that the 

European countries represented are net exporters, with Switzerland, Germany and Ireland being 

the greatest contributors to this scenario. Portugal, as already mentioned previously, is a net 

importer. It is also interesting to notice that the number of Pharmaceutical companies and 

wholesalers in Portugal has been stable during the last years (Table 4), which could indicate 

some market stagnation.  

Table 4 - Number of Portuguese Pharmaceutical and wholesaler companies (APIFARMA, 2016). 

 

Another important aspect to consider is the Portuguese Pharmaceutical production. As it is rep-

resented in Figure 10, despite a decrease between 2010 and 2012, which could probably be 

linked to the fact that some multinational companies scaled down their operation in Portugal 

due to the challenging operating conditions and the austerity measures, the fact is that from 

2012 onwards there occurs an upward trend until 2016. 

 

Figure 10 - Pharmaceutical production in Portugal (APIFARMA, 2016). 

Comparing the Pharmaceutical production in Portugal with that in other European countries, 

one becomes aware of Portugalôs huge potential to attract Pharmaceutical production, on the 

one hand; but, on the other hand, this value is relatively small when compared with countries 

like Switzerland, Germany and Italy. In fact, several multinational companies have their head-

quarters in these countries, which explains the reason why these companies often decide to have 

part of their manufacturing sites also there. For example, in Switzerland, Novartis and Roche 

have their headquarters in the city of Basel combined with a relevant number of manufacturing 

sites in that area, which contributes, to a large extent, to make Switzerland the largest producer 

of Pharmaceutical products in Europe, as represented in Table 5. 
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Figure 11 ï Bial branches worldwide (Bial, 2017) 

Table 5 - Pharmaceutical production in 2015 for European countries (EFPIA, 2017); (APIFARMA, 

2016) 

 

 

Portuguese Pharma companies 

Three important Portuguese owned Pharmaceutical companies ï Bial, Hovione and Bluepharma 

ï will now be briefly described, together with their footprint in the world. 

 

Bial 

Bial has its headquarters near Porto, in northern Portugal. This Pharmaceutical company was 

founded in 1924, and is now among the 

largest companies of its kind in Portugal. Its 

products are sold in pharmacies in more 

than 40 countries in four continents: Eu-

rope, America, Africa and Asia (Bial, 

2017). The company is focused on produc-

ing its own innovative medicines. The Bial 

team currently consists of about 950 work-

ers. 77% of Bial workers have higher educa-

tion qualifications, of which 6% are PhDs.  
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Hovione  

Hovione was established in Portugal in 1959 by Ivan Villax and two other Hungarian refugees: 

Nicholas de Horthy and Andrew Onody. The first two letters of the three foundersô names: HO, 

VI and ON were used to create the name 

Hovione. Currently Hovione employs 

1200 people worldwide and offers more 

than 1300 m3 of manufacturing capacity. 

Hovione remains a privately-owned fami-

ly business (Hovione, 2017) and has dif-

ferent manufacturing sites worldwide as 

can be observed in Figure 12. Hovione 

also has two R&D centers with a team of 

over 200 scientists.  

 

Bluepharma  

The Bluepharma group, throughout its 16 years history, has transformed an industrial unit that 

employed 58 people into an economic group of 20 companies employing around 450 employ-

ees. It has opened offices in 7 countries 

(Spain, Angola, Mozambique, Colombia, 

Chile, Brazil and US) and in 2016 exported 

86% of its production to more than 40 coun-

tries (Bluepharma, 2017). The company is 

focused on the production of generics.  

Figure 12 - Hovione main sites worldwide (Hovione, 

2017) 

Figure 13 - Bluepharma and the world markets 

(Bluepharma, 2017) 


















































