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GATT Council's Evaluation

In concluding this first Trade Policy Review of Macau, I should like to identify salient features
of Macau's trade policies and practices that have emerged from the discussion. These remarks are,
as usual. on my own responsibility and do not substitute for the Council's collective appreciation.
The full debate will be reflected in the Minutes of this meeting.

(1) General policy orientation

Council members praised the openness and transparency of Macau's trade and industrial policy
régimes which adhered very closely to basic GATT objectives. There was only minimal government
intervention in the economy, imports entered free of tariffs and quantitative measures, exports were
not subsidized, and investment and currency flows were unrestricted. Since its succession to GATT
in 1991 . Macau had worked consistently towards a successful conclusion ofthe Uruguay Round. Recent
initiatives, including the replacement of automatic import licensing by declaration requirements. were
aimed to accelerate customs procedures and remove any existing administrative red tape. To encourage
sectoral diversification, the Government had enacted various incentive schemes which were open to
all economic operators, irrespective of sector or nationality.

In the framework of monetary policy, the representative of Macau indicated that the Bank of
China would be able to issue currency in parallel to the Banco Nacional Ultramarino (BNU) from
October 1995. However, this would have little impact on markets.

(2) New challenges and adjustment requirements

Members highlighted Macau's encouraging economic performance over the past two decades,
recently supported by strong growth in the Pearl River Delta region. However, the Territory's strong
reliance on two sectors, clothing and gambling-related tourism, entailed a certain amount of vulnerability.
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Since attempts towards industrial diversification had produced few lasting results in the past, questions
were raised as to the direction and scope of modernization and diversification policies. In this context.
several delegations pinpointed new adjustment pressures which might result from the phasing-out of
the MFA and felt that MFA restraints might to some extent have benefited Macau, as shown by relatively
poor performancein non-restrained markets. It was also felt that the current system ofallocating export

quotasbasedon past performance, implied some economic inefficiencies.

Information was sought on whether and how the transfer of Macau to Chinese sovereignty
in 1999 would affect its legislative framework and policy orientation.

The representative ofMacau underlined that, with new competitive pressures on manufacturing,
Government policy focused on facilitating restructuring, including a gradual shift towards services.
Macau had made large investments in modern infrastructure and in information and training, including
the dissemination ofCAD/CAM technologies and ISO 9000 standards. A new Economic Consultative
Council was expected to advise the Government on promising development strategies and policies,
and the recently established Macau institute for the Promotion of Investment and Trade was intended
to spur the Territory's locational attraction. However. it was for the private sector to take advantage
of the new investment opportunities.

Acknowledging adjustment problems that might result from the phasing-out of the MFA, the
representative of Macau was confident that the Territory',; identity as a textile and clothing producer
would remain intact. Positive factors included proxinmity to, and intensive economic links with,
Hong Kong and China, and Macau's continued status as an open and free market after 1999. However.
in major destinations its exporters would face stiffening competition from low-priced supplier with.
in certain cases, better access conditions. It was therefore imperative for Macau's industry to raise
productivity levels and upgrade its operations. Recent reform in the quota allocation system were
aimed at speeding up procedures and creating more flexibility in quota utilization.

Effective preventive measures had been taken to combat trans-shipment fraud.

Referring to the transition to Chinese sovereignty. she noted the main elements of the
Sino-Portuguese Joint Declaration as presented in the Government and Secretariat reports. Main
responsibility for policy formulation and implementation in areas such as industry and trade would
remain with the Government of Macau. represented by the Chief Executive. The main objective of
the transition processwas toensure continuity; decree-laws in trade-relatedareas issued by the Governor
before 1999 would remain in force, and the rôle of the private sector in the policy formulation process
would be fully preserved.

(3) Trade policy after the Uruguay Round

Given Macau's record as a free trader. several Council members wondered why it had not
agreed to bind more than 20 per cent of its tariffs in the Uruguay Round. Clarification was sought
on the potential impact ofthe Round on Macau's expanding services sectors and deregulation initiatives
in transport and telecommunications. In the area of intellectual property protection. several members
took interest in the current provisions for enforcement and forthcoming changes in Macau's basic
legislation. Finally, Macau was invited to indicate its vision for future regional co-operation in the
light ot its application for APEC membership.
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The representatives of Macau replied that, as an outward-oriented economy. Macau was vulnerable
to fluctuations in the world economy. The strengthened rules for international trade resulting from
the Uruguay Round were therefore of particular importance. Macau would ensure ratification before
January 1995. The level of tariff bindings was consistent with Macau's open-market tradition and
with the Articles of GATT. which expressly provided that duty-free treatment should, in principle,
be recognized as a concession equivalent to the reduction of high duties. The solution found in the
Uruguay Round reflected the results of bilateral consultations and left Macau with some leverage for
future negotiations. In the services area, Macau had assumed substantial commitments in the Uruguay
Round; it did not intend at present to introduce further deregulation initiatives.

Legislation was in draft on both the substantive and enforcement aspects of intellectual property
protection, and would be published in 1995. However, Macau had not yet encountered serious difficulties
with imports of pirated or counterfeit goods; Customs had the necessary powers to seize any such
imports.

(4) Specific trade measures

Council members invited Macau to provide additional information on specific issues, including
preferential sales taxes on wines and liquors from Portugal; an import ban on second-hand cars.
surcharges on indirect imports of cars and certain liquors; exclusive dealership requirements for suppliers
of petrol and motor vehicles. the methodology used for customs valuation and its relationship to the
GATT Uruguay Round valuation methods; the possible introduction ofanti-dumping or countervailing
regulations; forthcoming changes to labelling requirements; health regulations, including the sanitary
and phytosanitary régimes differential fees for origin certificate'' tween textile and non-textile items;
scope for discretion in the industrial incentive and land allocation schemes. and in public procurement
procedures; and provisions in tre procurement area which might facilitate collusive practices.

In reply. the Macau representative said that it had not to date been necessary to introduce customs
valuation regulations. given that all imports entered duty-free; however. Macau had become a party
to the new Agreement on Customs Valuation, and would be bound by its provisions.

Written answers would be provided on standards questions, given the technical nature of this
issue.

No new laws were presently being considered to combat collusive bidding practices in public
procurement. as free competition was seen as the best solution. Procedures in force for public contracts
did not encourage collusion, as it was not possible for a company to change its bid aftet a tender had
been lodged. civil remedies were also available. Specific criteria existed to identify the 'interest of
the territory' and limit discretionary powers. Procurement decisions must not be arbitrary, must be
justified and were subject to judicial revie-v.

New legislation on food labelling was awaiting approval by the Governor. Details were given
of these provisions.

Industrial incentives were horizontal in nature; sought to achieve diversification and
modernization; and were availabie to all fins. whether foreign or local. Public tenders did not apply
to land concessions for industrial purposes.
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The preferential consumption tax for Portuguese wines, a relic of historical treatment, would
be eliminated during 1995. as would be the additional surcharge on indirect imports of alcohol. A
new taxation structure on vehicles would be introduced along with the changes in consumption tax
planned for 1995.

Import licensing and registration requirements were, and would continue to be, applied equally
to domestic and foreign companies. The current export licensing requirement would be generally
replaced by simple export declarations. Fees for origin certificates, which applied to all destinations,
aimed to encourage product and market diversification.

The import prohibition on second-hand cars was intended for environmental protection: it
was felt necessary to limit the number of vehicles in circulation in the least disruptive manner, given
Macau's small size.

Macau did not maintain any anti-dumping or countervailing legislation, in view of its open
trade policy. Nevertheless. it would adopt the Uruguay Round provisions in this regard.

The discussants, in further comments. emphasized that labelling requirements should refer to
multilaterally-agreed disciplines and should not be a cover for protectionism. Other measures than
import bans could be used to ensure that motor vehicles observed environmental standards.

(5) General observations

Ma-au's economic progress relies both on external impulses, including the present rapid economic
growth of the Pearl River Delta region, and the authorities' continued commitment to free-trade
principles. The Territory's open-market tradition, combined with a stable and predictable business
environment and an impressive capacity for structual adjustment. holds out much promise for the future.
Strengthened external links should help to ensureMacau's continuedattraction for international investors
and traders. In oï-der to bear fruit in a small and open economy, however, such initiatives need to
be accompanied by positive co-operation within the international trading system, including swift
ratification and implementation of the Uruguay Round agreements.
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