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Research on Industrial Structure and Firm Behavior of

Pharmaceutical Wholesales in Macau

ABSTRACT

Typically, a complete pharmaceutical industry chain includes: research and
development, manufacture, distribution and exchange of medical products, and
medical services and consumption of medical products. Each chain in the
pharmaceutical industry is very important. They are all interdependent and
inseparable. The drug wholesalers, as the middleman, play an important role in the
distribution process of the pharmaceutical products. However, there are only a few
drug manufacturers in Macau because of the geographical limitation. And the medical
service and drug demand are huge in Macau due to the sufficient welfare by the
government. Because of these, the drug wholesalers in Macau play a more important
role in the pharmaceutical industry chain.

Since | worked as a sales representative in the drug wholesaler, I could hear
some complains from our customers about the service we provided, such as lack of
drug supply etc. Whilst there are strong drug demand and dependence on drug
wholesalers in the pharmaceutical market of Macau, and also dissatisfaction and
opinions about their service at the same time. The assessment and improvement of the
existing management of drug wholesalers is necessary.

The theory of industrial organization indicated that market structure does have a
direct influence on the behavior in the market. The behavior also affects the service

quality directly. This research, at the beginning, explored the pharmaceutical market
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structure in Macau. And then we analyzed the behavior of drug wholesalers.
Afterwards, through the interview and survey with the demand-side, we identified the
internal and external management issues of drug wholesalers. Finally, we got
feedback from the drug wholesalers.

From this research, firstly, we found that the market structure of drug
wholesalers in Macau was concentrated and monopoly. Whilst the demand side, the
market share of hospitals and private pharmacies were the major part in the
pharmaceutical market, especially the market share of Health Bureau. Secondly, this
market structure has led the drug wholesalers’ market behavior on drug pricing,
visiting and academic promotion biased in favor of Health Bureau. Thirdly, from the
results of the survey and interview, we found that different types of demand side had
different views and requirement on the role and service provided by drug wholesalers,
which were also coincided with market behavior of the drug wholesalers. In the terms
of service quality, the most concern of the overall demand side was about the drugs
supply and it is also the service they would like the wholesalers improved most.

Lastly, the drug wholesalers came up with what they can and cannot improve in
the internal and external management, and also the existing difficulties they were
facing in the improvement process. It provided a reference for the management of the
drug wholesalers in Macau. It also inspired the deeper study for the further
management and development of the drug wholesalers in Macau, so as to have further

improvement on the service they provided.

Keyword: drug wholesaler, market structure, market behavior, service management
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