Economy

Overview 

Though a small economy, Macao pursues an open economic policy. It boasts one of the lowest tax regimes in the Asia Pacific region and sound financial stability. As a free port and a separate tariff zone, which has no foreign exchange controls, Macao is an active player in the regional economy and a vital link between the mainland Chinese and global markets.

The Macao Special Administrative Region (MSAR) has maintained rapid growth since its establishment, with its economy growing by an average of 9.9 percent in real terms in 2012. Macao’s gross domestic product (GDP) was 348.2 billion patacas. This translates into 611,930 patacas or US$60,000 of GDP per capita – one of the highest in Asia. During the first quarter of 2013, there was an increase in GDP of 18.4 percent in real terms. In 2012, some of Macao’s foreign currency assets was converted and deposited into the newly established fiscal reserves, therefore as of the end of 2012, Macao’s foreign reserves was 132.5 billion patacas, a decrease of 51.3 percent over the same period in the previous year. 
Macao’s small-scale economy is characterised by its openness and flexibility and enjoys a unique position in the regional economy. It used to be largely dependent on export trade, but the services sector is playing an increasingly bigger role as the processing industry tries to adapt itself to changing times.

Macao is one of two international free ports in China. Goods, capital, foreign exchange and people flow freely in and out of Macao. Since the establishment of the MSAR Government, economic policy in Macao has focused primarily on protecting and streamlining its free market economic system. It has cultivated a world-recognised, free and open, fair and orderly market environment.

In April 2007, the World Trade Organization (WTO) released a trade policy review of Macao, a study that takes place every six years. The report recognised Macao’s economic achievements over the past six years and its optimistic prospects for future development, and reaffirmed the openness of its economy. This is the MSAR’s second WTO trade policy review since the previous one in 2001.

According to the 2013 Index of Economic Freedom released by the US-based Heritage Foundation, Macao was ranked seventh in the Asia Pacific region and ranked number 26 among 177 economies globally, and is considered a “mostly free” economy. 
Capitalising on its unique advantages, the MSAR strives to strengthen economic cooperation and develop into an international trade services platform for the region. It aims to give full play to its longstanding ties with the Asia Pacific region, the European Union, Romance language-speaking countries and especially Portuguese-speaking countries, thereby cementing its role as the bridge between mainland China and these economies.

Tourism and Gaming

The tourism and gaming industry, a general term for tourism, hotels, catering, retails and gaming, is a major driving force of Macao’s economy. Gaming by itself is the largest source of direct tax in Macao.

The fast growing tourism and service industries are the main source of foreign income for Macao. The income generated from tourism has exceeded the total value of exports since 1992. Over the 1990s, the tourism industry in Macao prospered and its development accelerated following the establishment of the SAR Government. 

Macao is trying to position itself as a global tourism and leisure hub. Its tourism sector will continue to diversify while consolidating its unique cultural resources. Regional cooperation will also be strengthened in a bid to promote multi-destination travel and turn Macao into a premium cultural tourism city.

According to statistics provided by the Statistics and Census Service (DSEC), in 2012 Macao’s visitor arrivals hit 28,082,292, an increase of 0.3 percent over the same period in the previous year. The local gaming industry’s gross revenue reached 305.235 billion patacas (equivalent to US$12.46 billion) in 2012, contributing 113.38 billion patacas (US$4.65 billion) in gaming taxes to the government coffers. 
During the first five months of 2013, the number of visitor arrivals was 11,817,305, an increase of 3 percent over the previous year. The number of day-trippers totalled 6,126,218, accounting for 51.8 percent of the total number of visitor arrivals, with an average stay of 1.0 day, an increase of 0.1 day over the previous year. 
According to statistics provided by the Gaming Inspection and Coordination Bureau (DICJ), the gross gaming revenue during the first six months of 2013 was 171.447 billion patacas, an increase of 15 percent over the previous year, which generated 50.692 billion patacas in gaming tax revenue, according to statistics provided by the Finance Services Bureau (DSF). 
Regional Cooperation and the Convention Industry
Strengthening external economic cooperation, developing bilateral and multilateral economic relations and intensifying cooperation among regional economies are the development strategies of the MSAR Government.

With China’s accession to the WTO and a new series of reforms and liberalisation, Macao has taken advantage of its unique competitive edge to develop itself into a services hub within the western region of the Pearl River Delta. Regular regional exchanges, such as the Pan Pearl River Delta (PPRD) Regional Cooperation and Development Forum that was launched in 2004, and other irregular exchanges not only enhance regional collaboration in the PPRD, but also provide an avenue for cooperation for foreign investors in the Pearl River Delta.

The MSAR Government also continues to promote economic exchanges with Singapore, Japan, Hong Kong and Taiwan, while giving full play to its traditional links with the European Union and Romance language-speaking countries, especially Portuguese-speaking countries, in order to further enhance its role as a bridge between mainland China and these economies.

The signing of the Closer Economic Partnership Arrangement (CEPA) between the central government and the MSAR Government in October 2003, plus the staging in Macao of the first Forum for Economic and Trade Cooperation between China and Portuguese-speaking Countries as well as the World Chinese Entrepreneurs Convention (WCEC) serve to accentuate Macao’s function in linking the Pearl River Delta with Portuguese-speaking countries and overseas Chinese entrepreneurs. All participating countries of the Forum for Economic and Trade Cooperation between China and Portuguese-speaking Countries signed the Economic and Trade Cooperation Action Plan, which established the mode of cooperation between the participating countries and set up a Permanent Secretariat to the Forum in Macao in 2004. The Second Ministerial Meeting of the Forum was held in Macao in September 2006, during which the Economic and Trade Cooperation Action Plan (2007-2009) was signed. 

After years of efforts, Macao’s role as a services platform for China and Portuguese-speaking countries has gained further recognition and support. Bilateral trade and investments between China and Portuguese-speaking countries are fast growing. Since the establishment of the forum in 2003, bilateral trade figure stood at just over US$10 billion. In 2012, bilateral trade reached US$128.497 billion. In the first two months of 2013, bilateral trade hit US$17.34 billion, a year-on-year decrease of 0.88 percent. 
One of the Government’s top economic priorities is to spur the development of the convention and exhibition industry in a bid to achieve optimal economic diversification. The Government offers assistance and support to the staging of large international meetings and events in Macao. It also subsidises the business community in hosting various types of exhibitions and developing business travel. Through different business tourism conventions held around the world, Macao’s profile in the convention and exhibition sector is also promoted. 
The annual Macao International Trade and Investment Fair (MIF) has become the the largest international exhibition in Macao, serving to promote two-way trade and investment and broad cooperation between enterprises, via exhibitions, forums and conventions, business matching, purchasing and negotiation activities. The Macao International Environmental Co-operation Forum and Exhibition (MIECF) has become an important developmental platform for green industries in South China and the Pan-Pearl River Delta region since 2008.
In 2012, a total of 1,022 events (961 meetings and 61 exhibitions) were held in Macao, attracting 1,612,961 visitors. 
In the first quarter of 2013, a total of 230 meetings and exhibitions were held, occupying a total area of 161,000 square metres, attracting 203,000 visitors. Meanwhile, 13 exhibitions were held, attracting 175,000 visitors. 
Manufacturing 

The manufacturing industry in Macao is dominated by the textile and garment sector. It is labour-intensive and export-oriented. Most of its products are exported to the United States of America and Europe.

The development of Macao’s manufacturing industry dates back to many decades ago, starting with firecrackers and incense. The textile and garment sector began to develop in the 1960s and entered its golden age in the 1970s and the 1980s. Meanwhile, companies manufacturing toys, electronics and artificial flowers also flourished. Entering the 1990s, the manufacturing industry slowed appreciably as Macao felt the impact of economic slowdown in its two major export markets – the United States of America and Europe, as well as rising domestic wages and competitive pricing from newly developing industrial countries.

On 17 October 2003, CEPA was signed in Macao and entered into force on 1 January 2004. Subsequently, seven supplementary protocols to CEPA were signed respectively in 2004, 2005, 2006, 2007, 2008, 2009 and 2010. The framework of CEPA offers facilitation in three areas of trade: goods, services and investments. Under CEPA, all Macao-originated goods that have established rules of origin are able to enjoy zero-tariff in mainland China since 1 January 2006, except for goods that are banned from entering the mainland or other restricted goods. As of the end 2012, Macao and mainland China have established rules of origin for 1260 kinds of goods, fully covering Macao’s major export products (Mainland 2012 Tariff Codes). This provides an excellent incentive for local enterprises to enter the mainland market. As for the trade in services and investments, mainland China has opened up 46 categories of services and 10 categories of investments for Macao by the end of 2012. 
As the abolishing of export quota in international garment trade in 2005 posed a significant challenge to Macao’s manufacturing industry, the MSAR Government had proposed to the central government a plan to build a cross-border industrial zone between Macao and Zhuhai in order to combine the advantages of the two regions. The idea was approved by the State Council on 5 December 2003. The industrial zone sits on reclaimed land between the northwest coast of Macao and Zhuhai’s Gongbei district. Phase one of the project has a total area of 400,000 square metres. Some 290,000 square metres of this are in Zhuhai, and 110,000 square metres are in Macao. The Zhuhai-Macao Crossborder Industrial Zone and its round-the-clock customs checkpoint were inaugurated on 8 December 2006. 
The signing of the framework agreement in Beijing on 6 March 2011 was important for Guangdong and Macao’s implementation of the Outline Plan for the Reform and Development of the Pearl River Delta, and the Mainland and Macao Closer Economic Partnership Arrangement, as well as the promotion of closer cooperation between the two regions. It marked a new phase of Guangdong-Macao cooperation. The 0.5-square-kilometre park is developed with a view to: consolidating the advantages enjoyed by Guangdong in terms of traditional Chinese medical science, education, scientific research and industry, and Macao’s technological competencies and human resources. On 19 April, an official launch ceremony was held for the Guangdong and Macao Traditional Chinese Medical Science and Technology Industrial Park.

The traditional manufacturing sectors are trying to adapt to the changing economic environment. Their contribution to Macao’s GDP is gradually decreasing, down from 10 percent in 1999 to less than one percent in 2010. Macao’s export value stood at 8.16 billion patacas during 2012, up by 17.1 percent from the previous year. Hong Kong has become Macao’s biggest export market since 2009, which accounted for some 50 percent of Macao’s total export value. In 2012, the total export value to Hong Kong was 4.1 billion patacas. During the first quarter of 2013, the total export value to Hong Kong was 1.374 billion patacas, accounting for 58 percent of Macao’s total export value. 
Labour and Employment 

Since Macao’s return to China, the Government has strived to enhance job opportunities for the workforce, rolling out a series of measures aimed at job training and providing incentives for work. Unemployment rates began to drop since 2000, down from 6.3 percent in 1999 to 4.1 percent in 2005. Thanks to the recent economic boom, Macao’s jobless rate has remained at around 3 percent since 2006.
The unemployment level during March to May 2013 was 1.8 percent and underemployment rate was 0.8 percent. The labour participation rate was 72 percent; 77.4 percent was male and 67.1 percent was female. Out of a labour force of 360,700; 354,400 was employed and 6,400 was unemployed. The overall median monthly income of the working population of Macao as at the first quarter of 2013 was 12,000 patacas. 
For more information:

Statistic and Census Service (http://www.dsec.gov.mo)

Macao Trade and Investment Promotion Institute (http://www.ipim.gov.mo)

Monetary Authority of Macao (http://www.amcm.gov.mo)

Economic Services (http://www.economia.gov.mo)

Forum for Economic and Trade Cooperation between China and Portuguese-speaking Countries (Macao) (http://www.forumchinaplp.org.mo)
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