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Introduction

Macau is a very small and busy city, located in the southern Chinese province of 
Guangdong, scarcely 65 km from Hong Kong across the Pearl River delta. Macau’s 
current reputation as ‘global casino-city’ makes it a unique case in contemporary 
East Asia as the only region in China where casino-gambling is sanctioned by the 
state. The predominance of casino-gambling in the city’s life is visible even to the 
most distracted. The gambling industry dominates Macau’s economy and physical 
landscape. The local casinos are the magnet attracting growing numbers of visitors 
from the Chinese Mainland, from Hong Kong and from the wider East Asian region. 
The intense cross-border movements between Macau and Mainland China, and be-
tween Macau and Hong Kong, bring a daily average of 300,000 people into the 
territory, which counts an estimated population of 520,000.1 The vast majority of 
these visitors are tourists from the People’s Republic of China, who come mostly to 
gamble in the local casinos. In 2002, the Macau gambling industry opened its doors 
for the first time to foreign investors and entrepreneurs, who promptly injected a 
massive amount of capital investment in the territory’s most lucrative economic 
sector. Macau’s ‘open-door’ gambling policies produced almost immediate results: 
fast-paced construction projects diversifying the casino offer has brought rising 
numbers of tourists and rising profits for local casino developers and operators. In 
January 2007, Macau surpassed Las Vegas for the first time in the total amount of 
revenues collected from casino-gambling2 thus promising to live up to its reputa-
tion of global casino-city in one of the fast-growing economic regions in the world. 

Macau is officially a Special Administrative Region (SAR) of the People’s 
Republic of China (PRC). This special status – which Macau shares with Hong 
Kong – allows these territories to enjoy a wide degree of political autonomy from 
the central government. As an economically autonomous territory, Macau has used 

1 According to figures from 2006, Macau’s Statistical Department.
2 Hoje Macau, 23 January 2007, and The New York Times, 24 January 2007. 
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its special status to further integrate the local economy with the neighboring regions 
in the Chinese Mainland. Macau is located in the booming Pearl River Delta region, 
a sub-national economic region in the PRC, connecting parts of the Chinese prov-
ince of Guangdong to Hong Kong, Macau and the ‘outside world’. This process of 
regional economic integration has coincided with the PRC’s integration into the 
global economy, a process that has produced an enormous economic impact not 
only in the East and Southeast Asian regions, but also throughout the whole world.

After almost three decades of economic reforms, the PRC has successfully 
moved from a centrally-planned socialist economy to a modern, state-guided, capi-
talist market economy. In contrast to the former socialist countries in Eastern Eu-
rope, China has become a global economic superpower and constitutes one of the 
most intriguing examples of successful implementation of market capitalism, most-
ly because the economic transformations of the last decades have left the single-
party political system intact. China’s economic success has challenged the classical, 
but widely accepted academic view that it lacked the necessary social and political 
conditions for market capitalism to flourish (cf. Weber 1964). As no-one could fore-
see that China could, in such a short period of time, transform its condition of being 
an under-developed nation into that of a successful capitalist economy, the imple-
mentation of economic reforms by the PRC in 1978 sparked new discussions on the 
causes and potential effects of this phenomenon. These discussions have still left 
many questions unanswered, especially regarding the nature and form of capitalist 
development in contemporary China. Though many conflicting views still co-exist, 
there is also a wide degree of consensus that capitalist development in these regions 
is not strictly about economic processes, but is also the result of a favorable global 
political context which allowed for market capitalism to emerge there. 

The economic success stories of countries like Japan, South Korea or Taiwan 
had already challenged the Western-centered view on the existence of certain con-
ditions for capitalism to emerge. Subtle and less subtle differences in the types of 
political and economic organization across East Asian countries, including China, 
have also raised questions on whether capitalism is the same as in the rest of the 
developed world, or whether it is a ‘mutant form’ of classical Western capitalism. 
Regardless of which side of the argument is taken, capitalism has not been uni-
formly adopted in the world, in East Asia, nor in China, where market policies and 
institutions have different characteristics, across regions and across cities. To study 
China as a whole is a daunting, and perhaps unnecessary, task for those wishing to 
understand the implications of the adoption of market capitalism at the local and 
regional levels. This is because the reform process initiated in the PRC had one dis-
tinct characteristic: south-coastal regions were allowed to enjoy the benefits of capi-
talist market growth and development before other regions and provinces across 
the Chinese Mainland. The southern-coastal regions, notably Guangdong province, 



– 19 –

have pioneered a development process in which an increasing number of Chinese 
cities became key economic locations in the emergence of new patterns of produc-
tion, innovation and consumption. 

In the current globalization era, Macau has become an intriguing case of suc-
cessful market capitalism, combining the political status of Chinese SAR with an 
Asian ‘Las Vegas’ economic status. This thesis studies the organization and insti-
tutions of modern capitalism in post-transition Macau, situating the most recent 
political and economic trends in a long-term perspective. Macau’s transition from 
Portuguese colony to Chinese Special Region – a major turning point in the eco-
nomic and political history of the territory – has caused increased political and eco-
nomic integration with Mainland China. Yet, Macau’s current status also reflects the 
capacity of certain Chinese cities and regions to operate relatively independently of 
their nation-state context. This capacity is largely determined by the institutional 
ties linking state structures to local-specific patterns of business organization which, 
in the case of Macau, result from a particular historical legacy, shaping the ways 
through which the local economy is socially organized and in the ways through 
which local economic interests interact with government structures and institutions. 

This thesis addresses these issues by using Macau as a case to understand the 
development of political and economic relations between China and the ‘world’ and 
to unpack local-level economic and political patterns that shape capitalist develop-
ment in present-day China. Macau is in essence a Chinese city, with around 480,000 
inhabitants, 98% of which are ethnic Chinese, born locally or in China. Macau’s 
society shares strong linguistic and socio-cultural similarities with China and with 
Hong Kong, but it has a number of specificities that deserve attention. Established 
in the mid-sixteenth century (around 1557), Macau is the oldest Western European 
trading enclave in East Asia which was under Portuguese colonial rule for more 
than 400 years. Macau’s transition from colonial to post-colonial territory did not 
lead to the establishment of an independent state, but rather to Macau’s political ‘re-
turn’ to China in December 1999, as a Special Administrative Region (SAR) of the 
PRC. Due to its miniature size and geographic position in one of the fastest growing 
economies in the world, Macau is extremely sensitive to changes occurring in China 
and throughout the world. Changes in China have always impacted and shaped local 
political and economic processes. Macau’s specific characteristics – like its relative-
ly small size, its long colonial past and its current gambling-dominated economy 
– hint at much larger political and economic processes. With the change in political 
status, Macau has become part of a cluster of Chinese cities which respond in simi-
lar ways to global economic challenges. Their respective local governments have 
achieved a wide degree of autonomy from the central government to devise and 
implement economic policies, attract foreign investment and stimulate the develop-
ment of private entrepreneurship. 
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At the same time, Macau is an extreme example of how a wide degree of po-
litical and administrative autonomy seems to be contingent upon the economic suc-
cess of each city or region. Macau’s development trajectory of the last 50 years has 
important repercussions in what the local economy is today. During this period, two 
sectors have played a fundamental part in transforming the local industrial structure 
and adapting it to modern times – the gaming industry and the textiles and garments’ 
industries. Because these sectors were not insulated from the political context, a 
state-business relations perspective is a core requirement to understand power rela-
tions between different tiers of government; between government (colonial, post 
colonial) and organized entrepreneurship; and between business associations and 
other social groups. On a macro, historical level, the analysis of state-business rela-
tions shows how changes occurring in China and in the world at large find their way 
into Macau’s political and economic institutions, and how these same institutions 
strive to preserve their core characteristics over time. On a micro-level, i.e. applied 
to these two economic sectors, state-business relations show how state actors and 
local business groups are connected in Macau: how they have interacted over time 
in both sectors, and how they respond to changing global and regional economic 
and political contexts. This thesis compares these two fundamental sectors which 
differ substantially – in terms of core activities, patterns of business organization, 
links to external economies, spatial dispersion and concentration – to show how 
economic actors in both cases use similar strategies to influence the government and 
similar means of acquiring political power and social prestige. 

This work is organized as follows. Chapter 1 reviews the main academic de-
bates and arguments surrounding the study of capitalism and development in East 
Asia in the globalization era, with particular emphasis on how these arguments have 
been applied in the case China’s transition from centrally-planned to market-orient-
ed economy. The final section of the chapter presents a state-business relations’ ap-
proach to analyse and explain one specific form of Chinese capitalism that emerged 
in Macau after its transition from late colonial Portuguese territory to Chinese SAR 
in 1999. The state-business relations framework situates current political and eco-
nomic patterns in a long-term perspective. This approach has been taken because 
such state-business relations are also embedded in institutional arrangements that 
have not only emerged out of particular historical circumstances, but continue to 
shape the ways through which state and business actors interact, and react, to new 
events and politico-economic processes. 

Chapter 2 is a historical introduction of Macau, which covers the colonial pe-
riod, from its establishment in the mid-sixteenth century up until the end of World 
War II, and the establishment of the PRC in 1949. The long history of Portuguese 
colonialism in Macau is divided into two distinct periods: the period of negoti-
ated colonialism (1557-1849) and the period of classical colonialism (1849-1949). 
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Chapter 3 covers Macau’s de-colonization period, loosely ranging from 1949 to 
1999 and divides it into three periods. The first period describes how the post-World 
War II political context affected Macau and how it produced gradual but substan-
tial changes in the three sets of relations described above (1949-1974). The second 
period (1974-1987) is characterized by sweeping political and economic changes in 
Macau, as the move towards effective de-colonization was beginning to take shape. 
In the third period (1987-1999), the terms are set for Macau’s political re-unification 
with China, culminating a long and gradual process of de-colonization conducing 
not to political independence, but to a re-integration with another state. Chapter 
2 and Chapter 3 have a double purpose: to identify and characterize political and 
economic features which are consistent over certain periods of time; and to look at 
the ways broader developments (e.g. political changes in Portugal, China and the 
world) have shaped and changed these patterns. The focus on a “longue durée” 
(cf. Braudel: 1980: 25-54) to understand Macau’s post-1999 state-business rela-
tions is based on two premises. The first is that the uniqueness of Macau’s political 
and economic patterns can only be understood by looking at its history. Secondly, 
and because the purpose here is not simply to re-write the history of Macau, pat-
terns which have been reproduced over a long period of time are more robust and 
likely to continue to be reproduced. Chapters 2 and 3 distinguish those patterns 
which are likely to still be found in the current institutional setting along three sets 
of relations: relations between Portugal and China concerning the rule of Macau; 
relations between political and economic local institutions; and relations between 
local business elites and China. By looking at the same sets of relations in different 
historical periods, we are also looking at similar sets of actors: political actors (like 
the Chinese central or regional governments, the local colonial government or the 
Portuguese state) and economic actors (such as the local business elites and foreign 
businessmen and traders). The nature of relationships among these actors over time 
will shed light onto the co-evolution of political and economic institutions in Macau 
and how these relate to others outside the territory. 

Chapter 4 examines the fundamental political and economic changes which 
have been taking place since the handover. The main argument of this chapter is that 
recent trends such as the Macau-China Closer Economic Partnership Agreement 
(CEPA) or new government policies regulating the local economy result from the 
local government’s newfound capacity to intervene more actively in development 
processes. The current economic climate is one of increased integration with the 
Chinese mainland – of which CEPA is one notable example – which also translates 
into added benefits for local entrepreneurs and fresh opportunities to expand their 
businesses interests in China. For the Macau business elites, the post-handover sce-
nario has also altered the ways through which they exercise their political influence 
in Macau and China. Since the post-handover government has now direct participa-
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tion in decision-making bodies in China, their role as intermediaries between the 
Portuguese and the Chinese has disappeared. The local political elite – government 
cadres and ministers bred within Macau’s business association culture – has used 
the resources generated by gambling activities to develop new economic ties with 
the Mainland, in the form of market liberalization. 

Chapters 5 and 6 illustrate and analyze in detail the political and economic 
developments examined in Chapter 4. The cases selected for this study – the gam-
ing sector and the textiles and garments industries, respectively Chapters 5 and 6 
– provide two micro-histories describing and analyzing the evolution of state and 
business patterns in the two industries, and show how the two cases are two differ-
ent manifestations of the same trend of increased regional economic cooperation 
and integration with the Mainland. The argument is that the handover has produced 
a convergence between local and regional patterns of state-business relations, but 
that these relations have been rendered complicated by the specific characteristics 
of Macau’s economy and society and the differences among its entrepreneurs. These 
include not only generational differences (old vs. new businessmen), but also – and 
crucially – organizational differences across sectors.

The seventh and final chapter summarizes the main findings and draws some 
conclusions that restate the theoretical and empirical relevance of state-business 
relations to understand, via this study of Macau, some of the many forms and ways 
of capitalist development in modern-day China. This study will show how a specific 
pattern of state-business relations ensures institutional continuity in Macau, and 
enables processes of economic integration and politico-institutional differentiation 
in Mainland China. 
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CHAPTER 1. 

Understanding China’s response to globalisation: 

The emergence of region-specific state-business 

networks and modern capitalism in Macau

1.1. Introduction

In the last two to three decades we have witnessed a ‘time-space’ compression, pro-
duced by new developments in transport, communication and information technolo-
gies, which have deeply transformed the political, economic and social relations 
connecting distant geographic areas and different social spaces. This world-wide 
transformation is commonly designated globalisation and it has become a buzzword 
in academia, policy-making and media circles alike. Technological developments 
have an independent impact in the social and political world, and in the last decades 
technology has transformed societies and economies across the world. However, 
this ‘time-space’ compression of the last two decades is not a totally new phenom-
enon. As eloquently put by Sheppard, ‘James Cook’s 19-month voyage to Hawaii 
in 1778 might seem desperately slow by contemporary standards, but it in fact con-
nected two places that until that moment had developed in separate social universes’ 
(Sheppard 2002: 307). 

The historical contextualization of the current time-space compression is an 
important factor to take into account, when trying to understand in what ways glo-
balisation transforms individuals, societies, countries and regions. Globalisation has 
intensified economic, political and social relations around the globe, producing a 
‘postgeographic world of cyberspace’ (Sheppard 2002: 319). From a technologi-
cal point of view, globalisation may well have eliminated space, but from a socio-
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political point of view, it has by no means undermined the significance of location 
(Martin 1999: 16). This claim is in line with Appadurai’s ‘plea’ that research on 
contemporary globalisation requires a thorough understanding of the ‘increasing 
significance of locations in global economic, political and social processes: ‘(…) If 
it is true that globalization is producing new geographies – of sovereignty, ideology, 
capital and statehood – then critical research on globalization requires area studies 
more than ever’ (Appadurai 2000: 14). The use of the ‘local’ to explain the ‘global’ 
assumes that locations – understood as sub or trans-national areas – do not cease to 
be relevant geographical spaces. On the contrary, to understand the points of contact 
between local and global processes – the ‘local-global’ nexus – it is necessary to 
think of globalisation as a concept that helps re-think human and natural geography, 
in order to explain how changes in any one territorial unit are affected by changes 
at other geographic scales (Sheppard 2002 : 313). This is especially relevant for this 
thesis, which uses one specific location – Macau – to explain the influence of certain 
processes occurring at the global, regional and national (in this case China) levels. 

This is just one way of thinking about globalisation because the debate still 
goes on about what globalisation actually is and what are its consequences for so-
cieties, economies and political systems. Globalisation has become a ‘container 
concept’ to explain all kinds of transformations occurring in the social and natu-
ral world. Two opposite arguments can be distinguished within the globalisation 
debate. The first is the claim that globalisation brings convergence meaning that 
the differences among societies, economies and political systems are fading and 
that, in the end, countries and regions will all have more or less similar political 
and economic characteristics (cf. Fukuyama 1992, Shaw 1994, 1997, Ohmae 1995, 
Sklair 2002). For example, Sklair defines globalisation as one dominant political 
and economic system, structured around transnational corporations, a transnation-
al capitalist class and a culture-ideology of consumerism (Sklair 2002: 1). From 
this perspective, it is plausible to argue that differences are disappearing because 
nation-states are adopting similar trade policies, or because they develop similar 
politico-economic systems like western-style market capitalism, or because they 
respond in similar ways to outside cultures and ideologies. These are more or less 
observable facts, but for convergence theorists, they are explained or predicted by 
universalistic models that usually assume fixed conditions and a-historical factors. 
In the convergence argument, globalisation suggests the existence of an inescapable 
and universal political and economic system, lead by ‘globalizing forces’ like the 
spread of mass media and the corporations that own or control them, transnational 
corporations – the overwhelming majority of which has its headquarters in Western 
countries, and the spread of political and economic movements that advocate global 
environmental responsibility, human rights and democracy as prescriptions and ob-
ligations for all countries and societies (cf. Sklair 2002). 
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The second claim is that global processes produce different effects in differ-
ent continents, countries, regions and localities because they are always shaped by 
specific social and natural characteristics of each (cf. Agnew and Corbridge 1995, 
Appadurai 2000, Drainville 2004). In this line of argument, new convergences – the 
idea that every nation and region usually wants to participate in the global economy 
– lead to new divergences, like different types of capitalism, different ideologies 
and value-systems and different political systems. These divergences are usually 
explained by more particularistic models that assume contextual, cultural and his-
torical variation of modern societies, economies and political regimes. 

The rise of East and Southeast Asia in the global economy has been at the 
centre of the convergence-divergence debate on causes and effects of globalisation 
processes. The convergence argument has explained East and Southeast Asian eco-
nomic success as an example on how global factors – for example market structures, 
consumer behaviour and low-cost advantages – have universal and independent 
impact on East Asian states and societies, regardless of their political and social 
differences (cf. World Bank 1993, Ohmae 1995, Woo-Cumings 1997, Haggard and 
Cheng 1987). By contrast, divergence arguments explain economic success across 
East and Southeast Asia in the light of the ‘varieties of capitalism’ debate1. Ap-
proaches focusing on the social, political and cultural particularities of this region 
usually attempt to explain what is different about Asia’s capitalism vis-à-vis the 
West (cf. Hamilton 1996, Smart 1997, Yao 1997, Ling 1996, Ling 2002). These ap-
proaches seek to identify the vital characteristics that lend evidence to the existence 
of an “Asian”, “Chinese” or “Japanese” type of capitalism. 

The case of China, specifically its last two decades of deep economic and 
social transformation, constitutes a fascinating example in this respect. Understand-
ing China constitutes not only a challenge to theory (Brook and Blue 1999: 4), but 
also a unique opportunity to either develop or combine theories, into an explanation 
of modern capitalism which is sensitive to both macro and micro level processes, 
in order to find out whether a typically ‘Chinese’ or ‘East Asian’ type of capital-
ism does exist. The argument that there is one single and unique form of capital-
ism happening in China acknowledges divergence within the East and Southeast 
Asian region. However, the divergence approach should perhaps be radicalized in 
the case of China, by also recognizing regional differences among Chinese busi-
ness communities within different nations and within the same nation, which might 
lead to not only one, but many types of Chinese capitalisms. This research operates 
within this last line of argument, and asks to what extent Macau’s state and business 

1 For a more general discussion on this point see e.g. Hall and Soskice 2001, Beeson 2002, 
Crouch 2005.
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patterns are unique within China, and in relation to other similar Chinese regions 
outside China proper – Singapore, Hong Kong and Taiwan. In a context of transi-
tion from colonial to post-colonial territory, the emergence of a particular political 
and economic system in Macau reflects the flexibility and diversity of state-guided 
capitalism in China, which might lead not to one, but to several forms of capitalist 
development co-existing in China in the current globalisation era. 

In this chapter, I will first discuss how the convergence and divergence argu-
ments have explained globalization and capitalist development in East Asia. Sec-
ondly, I will zoom the discussion in on the divergence argument, using China as a 
paradigmatic case. In the final section of the chapter, I will discuss the concept of 
state-business relations to explain capitalism in Macau: what are its main patterns 
and how these shape political and economic outcomes in this region. This will hope-
fully shed new insights on the theoretical and empirical importance of this concept 
in understanding the many variants of Chinese capitalism, expressed in the regional 
diversity of economic development processes across China and within overseas 
Chinese societies. 

1.2. Understanding Asian Capitalism

Globalisation produces different effects in different countries and regions because 
it is shaped by the specific characteristics of various regions, sub-regions, urban 
societies and socio-cultural and political systems. Hence, different types of states 
and different forms of economic and social organization emerge. From this perspec-
tive, globalisation has increased the interest in the ‘varieties of capitalism’ debate, 
especially from scholars engaged in studying development processes in Asia. In 
this section, I discuss the convergence and the divergence arguments applied in the 
market, state and institutional approaches to East Asia’s economic development and 
their contribution to the understanding of political, social and economic patterns 
across this region.

1.2.1. Convergence Hypotheses 

Market approaches to Asian capitalist development usually argue in favour of the 
convergence thesis. Despite its many variants and goals, the market approach is 
characterized by universalistic assumptions of economic rationality: economic sys-
tems are the aggregated outcomes of production, exchange and consumption of 
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goods and services and the atomized individual – firm or person – is the crucial 
economic actor, which should be essentially the same everywhere (cf. Porter 1990, 
Krugman 1998, Samuelson 2004). From this perspective, industrialization and de-
velopment processes in countries like Japan, South Korea and Taiwan resulted in 
an ‘economic miracle’, through which these countries overcame war, devastation, 
and the Cold war period by ‘having faith’ in the markets, and in the opportunities 
and competitive advantages engineered by an increasingly integrated global eco-
nomic system2. 

The ‘economic miracle’ view was set to validate Western capitalism as the 
guiding system to achieve the twin goals of development and democracy, though 
in East Asia the state structures in question were far from being democratic (Ling 
2002: 115-141). As market theories tend to disregard the impact of the socio-cultural 
context on the hypothesised rational individual (firm or person), they usually regard 
Asian forms of business organization and forms of state intervention as a product 
of market imperfections and distortions, despite their obvious economic success 
(Biggart 1997: 17-18). Against the specific political and economic odds of Asian 
countries, only a miracle could have produced such astounding economic growth 
in a relatively short period of time. The inherent Western bias is strongly present in 
these kinds of theories that have crucially embedded principles of economic ratio-
nality with an almost supernatural belief that these principles were simultaneously 
the means and the goal of economic and social development. When the Asian Finan-
cial crisis of 1997/98 shattered the ‘miracle’, Ling (2002) found out that those who 
had once applauded the East Asian ‘miracle’ now pointed to the top-down nature 
of Asian states as the real cause of the crisis, breeding complacency, cronyism and 
corruption(…) [and seeking to] discredit the region’s claim to an alternative capital-
ism’ (2002 : 115-141). 

In contrast to the ‘miracle’ view, in which states and governments seemed to 
have lost analytical importance in favour of market forces, state-centred arguments 
– notably in the political science and political economy disciplines – generally 
claim that East Asian economic success was a concrete effect of national state poli-
cies and goals. States, rather than markets, crucially determined any given country 

2 The UN World Development Report of 1981 stated that behind the successful industrialization 
of Japan, South Korea, Taiwan and Singapore was the switch to export-oriented produc-
tion and the superior economic performance of internationally-oriented, labour-intensive 
regimes of production (Stein 1995: 36). The ‘miracle’ was reviewed in 1993, when a World 
Bank Report lauded these countries as examples of liberal market capitalism. Until the Asian 
Financial Crisis of 1997/98, the claim that convergence was inevitable, even in places like 
China where Tiananmen had just proven the opposite, gained widespread popularity (and 
discontent) from academic debates to the pages of The Economist. 
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or region’s path to development and each country’s response to globalisation, like 
for example, the pursuit of power and prestige on the world stage and catching up 
with the rest of the world – or indeed both. 

Even before the Asian Financial crisis of 1997/98, scholars interested in 
‘bringing the state back in’ in explanations of East Asian economic success were 
taking seriously the role of the state in these countries’ development policies (cf. 
Chalmers Johnson 1999, Amsden 1985, Haggard 1990, Woo Cumings 1997). In 
regarding the developmental trajectories of Japan, Taiwan and South Korea as suc-
cessful, these scholars drew attention to the state as the crucial force in these societ-
ies. Here the state actively intervened in the domestic economy by setting the limits 
of markets and by disciplining the private sector through policy instruments and 
allocation of resources, which were imperative conditions for both domestic and 
foreign investment.

In general – but especially when applied to East and Southeast Asia – develop-
mental state theories constitute a critique to the ‘economic miracle’ perspective by 
claiming that countries like Japan, South Korea, Taiwan, Singapore and even China 
share versions of a type of state capable of generating and managing sustained de-
velopment (c.f. Chalmers Johnson 1999, Haggard 1990, Woo Cumings 1997, Moon 
and Prasad 1998). They have argued that there is convergence in the ways through 
which East Asian countries have developed and in the ways they have responded to 
globalisation. Thus, theories that foresee universal convergence are not analytically 
limited to pure market dynamics. The lesson from the East Asian capitalist experi-
ence is that nation-states - and not markets – have had a crucial role in making glo-
balisation happen. ‘(…) Governments will go along with the form and practice of 
capitalist globalisation not because they cannot resist it, but because they perceive 
it to be in their own interests’ (Sklair 2002: 6). 

Developmental state theories ultimately provide an explanation to the East 
Asian economic miracle and financial crisis, placing the state as the nexus linking 
global processes to domestic development. The state’s domestic success thus de-
pends on its capacity to provoke and stimulate growth and competitiveness through a 
variety of methods. Its global success depends on a more or less selective use of clas-
sical economic methods and market principles, which have also served as political 
tools for these states to ensure political and economic recognition in the global arena.

1.2.2. Divergence Hypothesis: Confucian States and Confucian Capitalism 

The shift away from the ‘economic miracle’ perspective implied the return to a more 
classical political economy in which the uncontested role of the state in economic 
and social processes was emphasized. At the same time, political economy theo-
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ries centered on the state have also highlighted the particularities of the East Asian 
region, in terms of similarities among its political and socio-cultural systems and 
among its forms of economic organization. These theoretical models have substan-
tiated claims that, although globalisation was pushing non-Western countries and 
societies towards one single and increasingly integrated global economic system, 
the ways through which they responded to global processes were becoming more 
differentiated. 

The Confucian state is one example of divergence hypotheses on the nature 
and reasons behind East Asian development and economic success. Although to 
some extent East Asian countries have operated more or less according to economic 
rationality models and developmental practices associated with Western capitalism, 
the historical weight of these states in their respective economies and societies has 
given rise to one distinct cultural and politico-economic identification – Confucian 
capitalism – and to a distinct type of state – the Confucian state (c.f. Ikeo 1997, Ling 
1996 and Ling 2002, Brook and Blue 1999). For example, according to Ling (1996) 
one of the main characteristics of the Confucian state is that it had monopolized cer-
tain economic functions long before Western capitalist influence, with unchallenged 
moral and political influence over the societies it presided. Much before the devel-
opmental state paradigm would set up an explanation of these countries’ develop-
ments of the last 50/ 60 years, it was found that East Asian government officials 
and political rulers had a long tradition in monopolizing information and resources 
they obtained from the outside world. In the historical development of countries 
like China, Korea and Japan, it was found that they had already implemented iso-
lationist policies during the 17th and 18th centuries, and although capitalist indus-
trialization would only penetrate this part of the world in the late 19th and 20th 
centuries, indigenous state forms had consistently monopolized the channels for 
transactions with Asian and Western countries. As Ikeo puts it: ‘the doors were 
closed to transact with outsiders, but were closed only to ordinary people, not to the 
rulers’ (Ikeo 1997:2). In this perspective the historical capacity of East Asian ‘states’ 
and political elites to actively intervene in and determine the economy is explained 
by those social-cultural aspects of Confucianism, which have enhanced state capac-
ity in countries where Confucian-based ethics are present. Confucian ideal-typical 
governance constructs the state as ‘family relations written large [in which] the 
state extends parental benevolence in exchange for the society’s filial piety’ (Ling 
2002: 118). Although countries like Korea, Japan and China have clearly absorbed 
Western capitalist methods and practices in organizing economies, social relations 
cutting across public-private divides are still embedded into the Confucian, family-
based governance. 

In Confucian states, questions of leadership and more broadly, questions of 
power – either in politics or in business – are framed in a culturally-specific, di-
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dactic and moralistic ideology, flowing along a top-down, hierarchical and rigid 
social order, with the state and its officials at the top. The distribution of power 
among economic and political actors in the Confucian model is characterized, ac-
cording to Ling, by ‘the public masculinization of the father-state dictating policy 
to a feminine and submissive society. Together they nurture a common progeny: 
the son-corporation’ (Ling 2003). Underlying this analogy is the suggestion that 
Western values are not unique to capitalist development; ‘where Asians succeeded 
as capitalists, they did so because of, and not in spite of, their cultural roots’ (Brook 
1999: 154).

1.2.3. Divergence Hypothesis: Institutional theories

The institutional approach claims that capitalist societies continue to exhibit fun-
damental differences in their core institutional and organizational structures, espe-
cially along the East-West divide, despite increasing global economic interdepen-
dence. In stark contrast to market approaches, institutional theory seeks to explain 
why economic rationality is not the same across space and time. It looks at the 
organizations (formal, informal, public and private) that structure economic and 
political interaction, and how they are socially produced and culturally maintained 
(Biggart 1997). The importance of this approach lies in the assumption that state, 
market or cultural factors alone do not explain why some countries “do better” than 
others. Instead, institutional theory combines the causal elements of state, market 
and cultural approaches as equally crucial variables in explanations of political and 
economic organization (c.f. Biggart 1997, McVey 1992): culture, economy and 
the state are inextricably linked by the institutional arrangements that shape social 
organization. 

Institutionalisation is defined as the process in which organizations – serving 
all kinds of purposes – become infused with value other than pure material consid-
erations (Biggart 1997: 25). This definition is rooted in Weberian sociology, because 
it regards the predictability of certain forms of action under a particular rationality, 
which is largely determined by context and history. Biggart gives an illustrative ex-
ample in this respect. A Chinese merchant in imperial times is just as profit-seeking 
as a contemporary Wall Street investment banker and just as ‘economically ratio-
nal’, but his reasons for the pursuit of profit, his norms of exchange, his network of 
relations, his strategies of accumulation – thus his entire orientation to gain – are 
strikingly different (Biggart 1997: 20). This example unequivocally shows that his-
tory matters in institutional theory. Historical institutionalism recognizes that politi-
cal and economic development must be understood as a process unfolding overtime, 
in which its past and present implications are embedded in institutions (Pierson 
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2000: 265) . Here the main hypothesis is that socio-economic organizations and 
political institutions have co-evolved over extended periods through densely linked 
institutional matrices that make national economic systems highly path dependent 
(Pierson 2000: 264). This means that because of institutional patterns, political and 
economic systems may exhibit resilience despite external shocks, such as changes 
in the global economy, or even internal power struggles. 

The institutional perspective has delivered important findings regarding East 
Asian forms of capitalism. For example, Hamilton and Chen claim that the net-
work structure of Asian economies has distinctive organizational features, which 
have produced institutional patterns quite different from those in the West (1996: 
3). Whereas companies in the West are more or less autonomous and competitive 
with other companies, in Asia they are interlinked in vast and cooperative net-
works of firms (Hamilton and Chen 1996: 3). These networks are more significant 
than the individual firms that make them up these because they provide an ‘institu-
tional medium’ by which Asian economies are socially organized (Hamilton 1996: 
290-294). 

For Castells (1998), networks are new forms of social and economic organi-
zation, characteristic of the informational, global economy: ‘networks are the fun-
damental stuff of which new organizations are and will be made’ (1998a: 168). 
He distinguishes organization from institution, in that an organization is a specific 
system of means oriented to the performance of specific goals, while institutions 
are organizations invested with the necessary authority to perform specific tasks on 
behalf of society as a whole (Castells 1998a: 151). He notes, however, that in Asia, 
the existence of business-oriented networks had preceded the rise of the information 
age, which he explains by recognizing that networks are not simply a mechanical 
consequence of technological and economic change, but also a manifestation of 
the institutional and cultural patterns of Asian societies. Networks may express the 
commonality of certain organizational arrangements in the current global age, but 
they are still subject to wide contextual and institutional variety (Castells 1998a: 
172).

1.2.4. Rethinking the divergence of Asian Capitalism

The empirical demonstration that Asian business networks are the main vehicle for 
organizing economic activity illustrates and at the same time poses a challenge to 
the varieties of capitalism debate. Asian business networks are ‘social construc-
tions reflecting institutionalised and normative prescriptions for the formation of 
cohese groups’ (Hamilton 1996: 283). However, they also differ systematically 
among East Asian societies, which is explained by the distinctive and institutionally 
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rooted ways in which Koreans, Japanese or Chinese put together their social groups 
(Hamilton 1996). 

Within the varieties of capitalism debate, the divergence hypothesis has 
gained weight with the claim that the distinguishing economic feature that sets Asia 
apart from the West is that markets and organizations are built on groups and net-
works – of people and firms – and not on the individual actors and economic factors 
hypothesised by Western market theorists (Biggart 1997: 17). The claim that the 
network structure of Asian economies is the fundamental distinguishing feature of 
Asian capitalism has shifted the empirical focus from states and markets to how 
Asian entrepreneurs actually organize their economic activities (cf. Hamilton et al 
1996, Biggart 1997, Castells 1998). By focusing on the institutional features and or-
ganizational dynamics of business networks in each location, they have shown not 
only the differences and similarities between “East and West”, but more importantly 
they have discovered that networks have also differed substantially within East and 
Southeast Asia.

In order to explain regional differences within Asian, East Asian or Chinese 
versions of capitalism, as well as their overall response to and interaction with glob-
al processes, the divergence perspective must be radicalised. We should therefore 
explore not only the forms of economic organization but also the ways in which 
business networks gain social expression and political influence. Debates about the 
nature and prospects of Asian capitalism – in all its variety – should ask questions 
about the doers rather than the done (McVey 1992: 8). Most importantly, McVey 
suggests that not only the social sources, material resources and cultural orientation 
of business leadership are important to understand the nature of Asian capitalism, 
but equally the nature of its relationship to the political elite. 

The focus on how Asian entrepreneurs organize their businesses should also 
include broader social and political institutional patterns. Thus, the concept of state-
business relations deserves theoretical attention because the relationships between 
entrepreneurs and state officials result from a longer co-evolution of economic 
and political organization patterns all across East and Southeast Asia. As a specific 
form of institutionalisation, state-business relations (like business networks and 
state structures) have contextual and institutional variety, but the main advantage 
of using this concept is that it makes it possible to understand institutional differ-
ences within similar socio-cultural contexts and within similar economic develop-
ment patterns. In other words, state-business relations allow us to explain both the 
similarities and differences across a variety of political and economic systems that 
characterizes the most sizeable “branch” of Asian capitalism: Confucian or Chinese 
capitalism. Before we turn to a more detailed description of the state-business rela-
tions perspective, in the following section I will discuss the most important theories 
and contributions explaining capitalist development in China.
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1.3. The China Puzzle: understanding  
capitalist development in contemporary China 

Since the late 1970’s, the developmental path taken by the People’s Republic of 
China (PRC) has continuously challenged debates on the social, political and eco-
nomic forms of capitalist globalisation (c.f. Brook and Blue 1999, Sklair 2002). As 
China continues to expand its involvement in the capitalist world economy in the 
21st century, the causes for its enormous economic growth continue to be as varied 
as the theories used because it provides an economic success story which has hardly 
any parallel with the trajectory of other ex-socialist countries and other East Asian 
economies. 

On the one hand, China has not fit many models seeking to explain causes and 
effects of political and economic systems such as communism, totalitarianism or 
democracy. It has been quite common to treat China as a (convenient) ‘exception’, 
either in comparison to the economic collapse of former socialist societies, or as a 
‘threat’ to global security because of its authoritarian political structure (cf. Chris-
tensen 2001, Roy 1996, Van Kemenade 1997). On the other hand, state, market and 
cultural approaches to East Asian capitalist development have analysed China under 
various ‘lenses’, but they have rarely combined the strengths of all three approaches 
in one single model or explanation. As we shall see in the next sections, despite 
sometimes conflicting results, these theories follow a long (Western) tradition to use 
arguments of cultural, political and institutional exceptionalism to explain capitalist 
development in present-day China. In this sense, China is a paradigmatic case in 
current divergence arguments about globalisation.

1.3.1. The Classical Debate: Marx vs. Weber

Despite the unprecedented scale and speed of the sweeping economic transforma-
tions, the debate on whether China could, or would, ‘catch up’ with the West is 
almost as old as European social sciences’ themselves. This debate has reflected an 
almost classical division between Marxist and Weberian theories on (non)capitalist 
development in China. 

Both Marx and Weber have looked at China as a counter or negative example 
in the context of their work and, in their own distinctive ways they both have asked 
why China ‘failed’ to be like the West. In the 19th and early 20th century, there was 
little doubt among Western thinkers that the material reasons for China’s compara-
tive backwardness lay in its technological inferiority and comparatively inefficient 
organization of its economy and industry in relation to Europe (Blue 1999: 98). 
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Writers who reflected on the structure of Chinese society in the period from the first 
Opium War (1842) to the end of World War I – like Marx and Weber – depicted it as 
historically continuous and structurally stable, to the extent that it provided a con-
trasting example to the dynamic aspects of Western political cultures (Blue 1999: 
98). It was thus assumed that Chinese society has remained essentially unchanged 
at an inferior stage since antiquity, with structural features that were identified as 
‘feudal’ or ‘despotic’ because they differed from the features characteristic to the 
West (Blue and Brook 1999: 3). 

In the logic of Marx’s historical materialism, China could not achieve the capi-
talist stage on its own, i.e., outside the history of Western capitalism, colonialism 
and imperialism (Hamilton and Chang 2003: 174). After the fall of the Qing, Marx-
ist theorists were challenged to give theoretical and historical support to notions of 
Asiatic modes of production. Most Marxist historians defined the Chinese feudal 
stage as an essentially unchanging, self-sufficient economic and social structure 
lasting from the Qin unification in the third century BC until the fall of the Qing in 
1911 (Perdue 2003: 53). Nevertheless, in the period between 1911 and 1949, the 
claim by Chinese Marxists that feudal China did harbour nascent capitalist tenden-
cies gave rise to the “sprouts of capitalism” debate, within which two arguments 
emerged. One argument considered that China was already a capitalist society, with 
a native bourgeoisie in league with foreign capitalism (including in imperial times). 
The other argument considered China as a “hybrid” type of society – semi-feudal 
and semi-colonial – generated by China’s encounter with Western imperialism. (c.f. 
Brook 1999: 110-157). The characterization of China as a pre-capitalist economy, 
modelled by an Asiatic mode of production and a despotic imperial system, stopped 
when Western capitalism entered the scene3: from then onwards until the 1949 
Communist Revolution, China was classified as ‘semi-colonial’, a status which set 
China off from the vast majority of the Asian world, conquered by Western colonial-
ism (Hamilton and Chang 2003: 176). 

In contrast to Marx’s historical materialism, Weber argued how China ‘failed’ 
in adopting rational bourgeois capitalism, not so much because it had a feudal, land-
owning socio-economic structure, but rather because a particular kind of religious 
ethic was absent. In fact, by focusing on the bureaucratic structure of political au-
thority, Weber demonstrated how the bureaucratic state in China had been further 
developed than in Europe. Its main distinguishing feature was the emulation of a 
Confucian ethical doctrine – postulating an ideal patrimonial state (with the emper-

3 In this respect, Hamilton and Chang (2003) point out that the Opium Wars in 1842 were the 
decisive event in which the British forced trade measures upon imperial China, including the 
establishment of the British colony of Hong Kong. 
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or at the top) – which provided the organizing principles of the Chinese imperial bu-
reaucracy. It tolerated social mobility and wealth acquisition – through an intricate 
relationship between bureaucratic office and land-owning clans or families – but it 
still prevented ‘independent’ economic and social power from turning to activities 
outside the bureaucracy’s purview (Brook 1999: 141). For Weber, the relationship 
between bureaucratic office and kinship-based land-owning organization – the two 
poles in China’s institutional scale – was an effective obstacle to the development of 
rational capitalism because they lacked the particular mentality, essential for ratio-
nal capitalist development. These relationships reproduced instead Confucian value 
systems celebrating a stable and ‘immutable’ social order. ‘Confucianism’ was an 
end in itself, the instrument of the ruling classes for social control which inhibited, 
for example, the pursuit of profit outside the family or outside the interests of the 
parent-state (Weber 1964: 79-83). 

Weber’s ideas influenced generations of intellectuals engaged in the study of 
China’s political economy in two major ways: in the study of bureaucratic state 
structures in China (state-centred perspectives); and in studies on ideologies and 
cultural values as causal forces in China’s 20th century development (institutional 
and cultural explanations)4. From this perspective, the Confucian nature of society 
and polity has largely determined the stability of political structures. According 
to Pye (1992), Confucianism singles out the particular nature of the Chinese state 
which, either under communism or capitalism, has stable features5. As the norma-
tive guidance for individual behaviour, Confucianism emphasizes respect towards 
authority, hierarchical order and discipline. As political doctrine, it has been the 
ideological tool of Chinese rulers, enhancing their ability to mobilize and control 
society in a long-lasting stable framework. 

These features alone did not cause economic development, in the way state 
policy does, but Weberian arguments – though effectively reversed – still find ex-
pression in contemporary debates on the varieties of capitalism, not only because 
they have acknowledged the possibility of capitalism in China but because if it 
ever existed there in any form, it would be radically different from the West (cf. 
McVey 1992). The re-working of Weberian perspectives through the application 
of the ‘spirit-of-capitalism’ logic to Ming and Qing (late imperial) China has high-
lighted that the work ethics and moral attitudes of Chinese merchants – essentially 

4 Weber moved ideas and ideals to the causation center of rational capitalism: instead of always 
being a reflection of material conditions, ideas could be voluntaristic forces in initiating 
economic change (Yang 1964: xv).

5 Peng (1997) describes Confucianism as a “double-edged political sword”: the Confucian 
communism of the Mao era has been replaced by Confucian Reformism of the Deng era.
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Confucian – could and did justify profitable commercial activity (Brook 1999: 153). 
In this argument, Confucianism is not an obstacle to commerce (in the Weberian 
sense) but actually an incentive to it. The distinctive Chinese features of social and 
economic organization based on long-standing ethical codes embedded in funda-
mental political and economic institutions, like devotion to the sovereign, family 
fidelity, righteousness, assiduity, thrift and prosperity, seem to have contributed as 
much as state policy to China’s recent development story. 

1.3.2. Explaining contemporary Chinese capitalist development:  
state arguments 

Theories seeking to explain the role of the state in China’s capitalist transformation 
claim that globalisation has not eroded state power in China, quite on the contrary. 
The central argument is that the adoption, and adaptation, of market-oriented sys-
tems and organizations, was enabled by a strong, centralized, authoritarian type of 
state. 

State-centred arguments have convincingly explained the top-down and po-
litically-closed nature of the economic reform process in China over the last two 
decades (c.f. Breslin 1996, Shirk 1992, Yabuki 1995, Shambaugh 1995). They have 
shown that China’s economic success was not the work of a miracle, but plainly the 
work of an authoritarian type of state, which has managed to survive the many chal-
lenges produced by the reform process by becoming more or less “developmental”. 
From this perspective, in this specific case economic development and the perfor-
mance of private businesses have been led by the state and initiated by its prior or-
ganizational structures, in which the central government and a single-party political 
system maintain an authoritative pattern of politico-economic control through a vast 
hierarchy of tiers of government and party organizations. 

State approaches to China’s development process of the last two decades have 
delivered two major findings. Firstly, China’s decision-making structures are more 
decentralized. Political de-centralization seems to have been an essential ingredi-
ent to the successful top-down implementation of market-oriented economic prin-
ciples. Secondly, these policy shifts towards the decentralization of decision-mak-
ing have stimulated increased regionalization or localization (in terms of economic 
decision-making), but not everywhere alike. With the introduction of ‘open-door’ 
policies in 1978, setting off a long-lasting, still ongoing reform process, coastal 
regions and major urban centres were allowed to develop special regulatory frame-
works with the purpose of attracting foreign investment. The result was that these 
special areas have created links with the global economy, prior to other regions and 
provinces, which means that in the course of China’s economic reform, a number 
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of regions and cities were encouraged to develop and become ‘richer’ before oth-
ers. According to Goodman (1994:1), ‘China’s pattern of regionalism has produced 
a highly differentiated economic geography (…) which suggests a replay of the 
1920’s Warlord Era, except that political power is now based on economic rather 
than on military power’. Goodman argues that through the opening of special re-
gions the Chinese state has changed its economic relations’ pattern with the rest of 
the world and how the relationship between central and a panoply of sub-national 
governments has changed, precisely because of region-based economic growth. 
State-sponsored economic reforms have encouraged economic regionalism within 
the People’s Republic of China (PRC), and Chinese regionalism within East Asia 
(Goodman 1994: 3). Yet, he concludes that this relationship is not necessarily an-
tagonistic6 because the state ensures that economic regionalism is a feature of the 
reform process, although it can be a potential catalyser for political disintegration 
(Van Kemenade 1997)7. 

These findings illustrate the claim of increasing divergence in the varieties of 
capitalism debate, and in the concrete case of China, the claim is that it is hardly 
possible to conceive of one, unique form of capitalist development, common to all 
its regions and locations.

1.3.3. The economic success of overseas Chinese and the Confucian 
explanation outside the nation-state 

The theoretical focus on the specificities of Chinese culture as a cause of develop-
ment has produced the general claim that there is indeed a Confucian brand of capi-
talism, wherever the Chinese accumulate sizeable amounts of capital and engage in 
market activities, in China and across Southeast Asia. In China and in societies of 
strong Chinese cultural and social influence like Singapore, Hong Kong, Macau and 
Taiwan, the political inscription of cultural values such as hard work, commercial 
talent and family connectedness usually single out the common Confucian heritage 
as the reason behind their economic performance (Redding and Tam 1995, Nonini 
and Ong 1997). 

6 With the exception of the major non-Han areas, like Tibet, Xinjiang and Inner Mongolia (c.f. 
Goodman and Segal 1994, Ferdinand 1994).

7 The political desintegration of China has been predicted mainly by economists and market 
theorists, especially those who argue for the inevitability of market capitalism and democracy 
in former socialist states. However, by the end of the 1980’s China was visibly demarking 
itself from the trajectories and transition processes occurring in the former Soviet Union and 
its Cold War allies. 
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The essential, exclusive and unchanging cultural values are present in theories 
explaining the transnational, rather than national character of economic and busi-
ness success in contemporary China. The transnational perspective frames the inter-
actions linking people and institutions across the borders of nation-states, involving 
individuals, their networks of social relations, their communities and the broader 
institutionalised structures such as local, regional or national governments (Hong 
2000: 12). In the case of China, as the transnational approach moves beyond the 
nation-state framework, it focuses instead on Chinese overseas communities, the 
relations they have built among themselves throughout the Asian region and their 
relations with the Chinese homeland. 

Nonini and Ong have re-worked the Chinese diaspora into a new identity: the 
“Chinese not resident in China”, in which being Chinese is not restricted to the geo-
graphical boundaries of the Chinese state and it is the result of the intensification of 
economic networks between the migrant entrepreneurs from all over the world and 
their homeland (1997: 4). Present-day Chineseness is a culturally distinctive do-
main framing accumulation strategies and power relations (Nonini and Ong 1997: 
4). Here the transnational focus is extremely sensitive to the impact of culture in 
China’s capitalist development, but other scholars have also paid attention to a lon-
ger historical trajectory of ‘China-World’ relations, in which the ancient role played 
by merchant networks has been re-interpreted and re-invented as the driving force 
of Chinese capitalist development (Redding and Tam 1995). Historically, the gener-
alization of Confucianism across East and Southeast Asia was proportional to Chi-
nese presence, influence or hegemony in the region. Seen from a long-term perspec-
tive, the weight of Confucianism and its enactment by Chinese merchant networks 
substantiate claims that, on the whole, East Asian development has originated from 
the legacy of a China-centred tribute-trade system, rather than from the encounter 
with, and reaction to, Western colonialism and global capitalism (c.f. Gunder Frank 
1998, Arrighi and Hamashita 2003). The relations between China and the East and 
Southeast Asian region – materialized both in the Chinese tribute system and in 
the existence of ethnic Chinese trading circles throughout the region – were more 
important in shaping developmental processes and outcomes, than the interactions 
with other regions of the global economy (Arrighi and Hamashita 2003: 1-2). 

Now that China has effectively become a crucial player in the global economy, 
the transnational perception of the Chinese economic success has been popularized 
in theories about the ongoing construction of a ‘Greater China’ (Shambaugh 1995, 
Van Kemenade 1997) and the global success of ‘The Bamboo Network’ (Weiden-
baum and Hughes 1996). While “Greater China” has clear political and ideologi-
cal implications, the “Bamboo Network” emphasizes the crucial role of overseas 
Chinese entrepreneurs – rather than “foreign” investors – in financing and man-
aging China’s economic transition. Both theories build on factors such as ancient 
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cultural ties, linguistic affinities and family connections to explain the transactional 
character of China’s development. Likewise, both theories strive to prove how cul-
tural factors have adjusted both to global economic pressures and to the present 
configuration of the Chinese state, without loosing socio-economic (thus causal) 
importance. 

The notion of ‘Greater China’ frames a convergence process between eco-
nomic interests and historical and cultural factors. The transition from a centrally-
planned to a state-guided market economy has re-invented a ‘natural’ macro-region 
framing all economic and social relations between Hong Kong, Macau, Taiwan, 
overseas Chinese and the Mainland (Shambaugh 1995). Greater China thus com-
prises of multiple special regions, built most importantly on its relations to over-
seas business communities across East and Southeast Asia. These relations ‘give 
substance to deep political, historical and cultural roots that stretch beyond Greater 
China’ (Shambaugh 1993: 655), but in practice Greater China is limited to elite 
business and government groups who, regardless of their geographic location, seem 
to believe that being Chinese – or possessing Chinese roots – constitutes a crucial 
economic advantage. Coincidently or not, the popularity of this view has fitted per-
fectly in the central government’s development plan of facilitating foreign invest-
ment (especially to the compatriots abroad) while nurturing a prideful nationalist 
devotion to the country of the ancestors. 

The ‘Bamboo Network’ approach focuses on the economic turnaround, in 
which overseas Chinese (including Taiwan, Hong Kong and Macau) began to in-
vest massively in their ‘ancestral’ homes. This economic turnaround has drastically 
changed the patterns of relations between China and its emigrant entrepreneurs, and 
turned the unfavourable conditions of overseas Chinese entrepreneurs into factors 
of success. The members of the bamboo network have become essential players 
in all of East and Southeast Asia, financing both China’s economic transformation 
and the rapid expansion of other regional economies.8 The globalisation of Chinese 
businesses – based on the deepening involvement of the PRC in the global market 
system and the parallel success of Chinese communities outside the PRC – has 
reached an unprecedented scale in the region and in the Chinese Mainland. Just 
like ´Greater China’, the bamboo network is nevertheless explained as the result of 
widely shared beliefs that common ethnic or regional backgrounds and linguistic 
affinities provide the essential basis for business trust and creates new or extended 

8 According to Weidenbaum and Hughes, companies owned by ethnic Chinese families in 
Singapore, Malaysia, Thailand, Indonesia and the Philippines make up about 70% of the 
private business sector in those countries, while they are rising in Vietnam and Australia 
(Weidenbaum and Hughes1996: 8)
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economic opportunities. In this perspective, culture, language and family connec-
tions are the fabric of Chinese business networks; they bring economic assurance 
against unstable social and political environments, both in the host and home coun-
tries of these entrepreneurs. 

1.3.4. State-Business Relations in China: the Entrepreneur and the Party

Studies on political systems and types of states across East Asia, as well as more 
cultural approaches to economic development, have to a large extent explained the 
similarities across this region, but have insufficiently explained why the economies 
are organized so differently across countries and within a country like China. Thus, 
little attention has been paid to the wide variety of social institutional arrangements 
in countries and societies sharing obvious cultural, ethnic and linguistic affinities. 
This variety can be captured by looking at a crucial aspect of capitalist develop-
ment: state-business relations. In social sciences, recognizing the importance of 
state-business relations has stemmed more from empirical findings than from theo-
retical concern, at least in studies on development patterns and forms of economic 
organization in the East and Southeast Asian regions. 

For example, in studies about China, state-business relations have been dealt 
with from mainly two angles: foreign enterprises and overseas entrepreneurs vs. 
the Chinese state; and the Chinese state vs. domestic enterprises and entrepreneurs. 
The first angle deals mainly with the links between the Chinese state and the global 
economy. The major finding is that overseas Chinese entrepreneurs and corpora-
tions have been the main foreign investment agents in China (Weidenbaum and 
Hughes 1996). Cultural approaches to Chinese transnationalism usually place ana-
lytical emphasis on cultural and social factors to explain the convergence between 
overseas businesses/investment and the state as a product of a certain mentality, 
worldview or ideology. Conversely, state theories tend to conceptualise overseas 
business networks as impersonal, economically-rational, foreign investment agents. 
Little attention is paid to the socio-economic and political profile of overseas Chi-
nese businessmen and less to their socio-economic diversity, and the ways their his-
tory and present context impacts on their motivations and reasons to develop closer 
relations with Mainland China. 

The second angle deals with the relationship between the state and Mainland 
enterprises and entrepreneurs, and it highlights the centrality of state-business rela-
tions in explaining China’s economic reform process and de-centralization strate-
gies. As noted by Solinger, since the beginning of the economic reforms, there has 
been a new social assertiveness by the private entrepreneur and by the local (region-
al or municipal) government official alike. In her findings, she claims that reform 
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arrangements have ‘merged the entities we usually call state and society in China, 
through a bonding interdependence between the bureaucrat and the merchant, who 
now compete with one another for funds, supplies and markets’ (Solinger 1992: 
136). Securing business permits in China requires the development of close and 
continued relations with state structures and political hierarchies. In this sense, the 
development of private businesses in the context of reform has been based on local-
ized exchanges of commercial wealth for bureaucratic power (cf. Solinger 1992, 
Young 1992). In a similar fashion, Kwong and Lee (2000: 521-524) found out that 
the success of township and village enterprises was possible not only because of 
the reform process but also because interests of local government officials and en-
terprises overlapped. They nevertheless conclude that in rural areas, state interven-
tion was prevalent in the eagerness of local officials to promote economic growth 
in their areas by giving favourable treatment (in the from of tax cuts, subsidies or 
bureaucratic facilitation) to a selection of local enterprises. 

In an attempt to explain the relations between state and business in post-re-
form China, Wank (1996) has focused on the institutionalization of patron-client 
exchanges between state officials and the private entrepreneurs. He argues that the 
ties that bind commercial wealth to bureaucratic power are modelled as patron-
client exchanges, in a context of power asymmetries such as those between state 
and society actors in China. The ‘client’ entrepreneur is connected to the ‘patron’ 
bureaucrat through institutional networks linking the entrepreneurs to their respec-
tive governments – municipal, provincial or national (Wank 1996: 820). In these 
networks, they negotiate, bargain and eventually collude, but mutual benefits have 
been drawn from these constant exchanges, in places where until very recently the 
legal figure of private entrepreneur did not exist. For example, the allocation of 
resources constitutes an important state-business networking area, like basic energy 
supply and transport facilities, attribution of technology and funds and the creation 
of information channels (cf. Kwong and Lee 2000). 

The instutionalization of patron-client ties works through a mix of capitalist 
practices and socio-cultural rules and it is ‘cognitive and normatively embedded in 
routinized social interactions, which generate trust and ascribe meaning and value 
to particular activities, entities and individuals’ (Wank 1996: 821-25). Although 
Wank claims that patron-client ties and networks are mutable and transitory, I would 
argue that there is nothing to suggest this; quite on the contrary. These networks re-
sult also from historical legacies, in which Chinese social groups or families repro-
duce patron-client relations, notably by investing in education of family members 
or close associates so that these can perform political functions that will help the 
family or the group to maintain and reinforce ties with the government. Regardless 
of changes in government regimes in China, social trust relations and patron-client 
networks form the institutional core of Chinese entrepreneurship, its forms of eco-
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nomic and social organization and its relationship with the state. For the state and 
its far-reaching bureaucratic apparatus, patron-client ties have brought new and im-
portant sources of revenue to cope with the pressure of reform (Wank 1996: 824). 
For the businessmen, since the beginning of the reforms, patron-client ties have not 
only helped the expansion of their activities but have also improved their position 
in society and within the government itself. 

A good example of this situation is given by E. Zhang (2001). Zhang focuses 
on the private entrepreneur’s new social position, specifically by looking at the rou-
tinized practices conducted by a new class of entrepreneurs in order to get favors 
from the state. He argues that this new social position is characterized by the exis-
tence of a number of pervasive practices at every level of the relationship with the 
government. These practices are defined as goudui, a term commonly used among 
private entrepreneurs to describe how they deal with government officials. Goudui 
is a metaphor to describe common practices of spending money on officials9. These 
practices are always changing, they are devoid of certainty (they do not bring im-
mediate results), they are regular and endless (Zhang 2001: 239). But they are key in 
building trust in China because they ritualize exchange processes that bring a high 
degree of entanglement between the state and private entrepreneurs. 

In the case of the Chinese businessmen abroad, and other ethnically aligned 
business communities, these practices are used strategically to enhance their social 
status and to build up social networks that may further their business interests (Rut-
ten 2003: 212, cf. Rutten 1997). As Rutten’s comparative study show, the participa-
tion in social activities such as gambling, womanizing and drinking parties helps 
to establish personal contacts with potential clients and business partners and with 
government and bank officials (Rutten 2003: 213, cf. Rutten 1997). Other strategies 
include membership or office-holding in educational, cultural or charity associa-
tions, providing another means of raising the businessmen’s social prestige, which 
contributes to their entrepreneurial success.

All these contributions point to a new power configuration between govern-
ment officials and private entrepreneurs in China. The institutional entanglement be-
tween businessmen and government officials is a crucial aspect of China’s economic 
development, and theoretically an important causal link in explaining Chinese capi-
talism, which is at work in the Mainland and abroad. The foreign businesses and 
investment groups that have been clearly successful in developing institutional net-
works around the state are the overseas Chinese entrepreneurs who, besides the new 
Mainland entrepreneurs, possess a far greater knowledge and understanding of the 

9 In Chinese Goudui literally describes a technique to make soup or liquor; thickening and 
smoothening. (note from the author Zhang 2001: 238)
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cultural dimensions and characteristics specific to Chinese society that must be taken 
in consideration if a product or business practice is to enjoy widespread acceptance 
in China. The use of personal influence – guanxi – continues to be accepted as a mat-
ter of course in China, where gifts exchanged between business partners and govern-
ment officials lubricate the business-making process, which according to Western 
standards borders on bribery and corruption (cf. Douw et al. 1999, Weinenbaum 
and Hughes 1996). But for the contemporary Chinese entrepreneur, it is equally 
important to achieve business success, as it is to achieve some sort of bureaucratic 
power. This is a goal in itself – and a typically Confucian one – perhaps not through 
vote, but definitely through personal or collective influence, in a web of trust rela-
tions that presuppose a particular rationality of action. The difference now is that the 
entrepreneur has the potential to become the patron and the government, the client. 

1.4. Understanding state-business relations in Macau 

This thesis is about the political economy of Macau, in a context of transition from 
a colonial to a post-colonial region. The concept of state-business relations is used 
to explain why and how political and economic patterns have emerged, in order to 
understand how capitalist development takes shape in Macau after its political uni-
fication with the Chinese Mainland in 1999.

Macau’s transition from Portuguese colony to Chinese Special Administra-
tive Region has coincided with a wave of speedy capitalist development in which 
East Asian economies and societies have become successful players in the global 
economy. This situation includes the People’s Republic of China, which in the last 
3 decades has also been ‘in transition’, from a centrally-planned socialist economy 
towards market capitalism. As seen in the previous section, the de-centralization of 
economic policy making has been a fundamental characteristic of the PRC’s reform 
processes, which has enhanced the autonomy of sub-national governments and their 
capacity to influence development ‘on the spot’. The increasing economic diver-
sity (and sometimes growing inequalities) among Chinese regions and cities, both 
within and outside the nation-state, has opened debates on the causes of Chinese 
capitalist transformation, to explain why in China some regions ‘do better’ than 
others. The study of Macau state-business relations provides an opportunity to have 
a detailed insight into what really determines entrepreneurial success in different 
regions of present-day China and how they link up to the global economy. 

Since 1999, Macau has responded to globalization processes by increasing its 
political and economic integration with the PRC. As a Chinese Special Administra-
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tive Region (SAR), Macau is not a totally unique case since it shares the same SAR 
status as Hong Kong. As a very small-sized economy – where the gambling industry 
is dominant – Macau features patterns of social and economic organization, which can 
be found in other Chinese societies such as Taiwan or Singapore, but which are also 
the product of its particular historical context. The hypothesis raised here is that cul-
tural and ideological convergence among Chinese regions and societies do not bring 
per se the same patterns of economic and political organization. Regional differences 
are used to achieve more economic integration among richer and poorer regions, and 
in this perspective Macau constitutes an important case to how regionalization takes 
place in China, as a form of response to – and shaping of – globalization processes. 

The state-business relations approach combines two perspectives – institu-
tional and historical – to explain one regional form of Chinese capitalist develop-
ment (in Macau) shaped by local specificities and by wider, macro processes and 
factors. This study assumes that there is institutional variation in the patterns guid-
ing state and business across culturally similar societies. Yet, the focus on state-
business relations – conceptualised as a local-specific form of institutionalisation – 
is used to show how global, national and transnational factors are absorbed by local 
organizations and institutions. An analysis of state-business relations unveils the 
ways through which state and business actors are connected to each other locally, 
and the ways through which they connect to other regional, national and global ac-
tors. By focusing on the “doers, rather than the done” (McVey 1992), state-business 
relations can serve as an entry point to understand the institutional underpinnings 
organizing capitalist societies and their modes of development, incorporating all 
social, economic and political relations in a given moment in time. 

1.4.1. The Weight of the Past10:  
State-business relations in historical perspective 

In Macau, the convergence of economic and political interests, especially among 
the Mainland’s government officials and local business networks, was pivotal to 
turn the ex-Portuguese colony into a Chinese SAR. This major turning point is the 
key event producing new institutional patterns and state-business relations linking 
local political and economic actors to national and global institutions. From this 
conjuncture, a regional form of capitalist development is taking shape in Macau. 

In order to better understand and explain state-business relations in post-tran-
sition Macau, it is important to think about the continuous presence of the past in 

10 Term adapted from Roberto Unger’s ‘the burden of the past’ (1996)
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the present. This study will begin by examining closely the historical evolution and 
development of local political institutions and economic organizations, and how 
much this past weighs on the emergence of specific state and business patterns after 
the transition. One of the questions addressed in this thesis is whether Macau’s post-
transition patterns are path-dependent or path-breaking, i.e., if these patterns have 
been determined by past conditions or if the deep political and economic transfor-
mations occurring in the last two decades have produced new patterns. 

Pierson (2004: 2) claims that one way of analysing how the past shapes the 
present is by recognizing that political and economic development processes are 
embedded in institutions, which have evolved over long periods of time. The his-
torical analysis of institutional patterns thus might help explain why political and 
economic systems exhibit resilience despite external shocks (such as changes in the 
global economy) and domestic transformations (such as the substitution of the Por-
tuguese administration by local Chinese officials). For the theorists of ‘path depen-
dence’, this notion is particularly important to develop hypotheses about sources of 
political and economic change and stability (cf. Pierson 2000, Mahoney 2000, Pier-
son 2004). For example, Mahoney claims that path dependence characterizes those 
‘historical sequences in which contingent events set into motion institutional pat-
terns and event-chains that have deterministic properties’ (2000: 507). This means 
that the identification of path dependence involves tracing an outcome back to a par-
ticular set of historical events, beginning with a ‘contingency period’ – correspond-
ing to the adoption of a particular institutional arrangement – and its ‘deterministic 
pattern’ – corresponding to the stable reproduction of this institution overtime. 

However, institutions can and do change. Macau’s recent transition consti-
tutes one such contingency period, in which older institutional patterns may have 
persisted by adapting to new and present circumstances. But it also has created new 
institutional forms, which have resulted from the impact of globalisation in China 
as a whole, and from Macau’s increasing economic integration with the Mainland. 
The detailed analysis of state-business relations in two key economic sectors in 
Macau will answer whether state-business relations can be characterised as path-
dependent, i.e., to what extent business organizations and state institutions have 
followed relatively deterministic patterns or if they have changed with the transi-
tion. Macau’s key economic sectors – gambling and the export-oriented textiles and 
garments industries – have different organizational features, but the institutional 
patterns linking each of these sectors to local and national political regimes bear 
important similarities.

Placing state-business relations in historical perspective entails tracing insti-
tutions and organizations temporally, and explaining why some patterns are more 
resilient than others. Institutional similarities and differences, across economic sec-
tors and/or across time periods, have to do with the specific historical, geographical, 
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social and political context of Macau. From this perspective, Macau’s institutional 
context has been shaped by a number of factors: a long Portuguese colonial experi-
ence; a particular (Chinese) legacy of social and economic organization; and the 
vital necessity of keeping any sort of political and economic relations with the Chi-
nese Mainland. To these three historical factors – which have had an independent 
impact in the formation and reproduction of Macau’s state and business patterns 
overtime – another factor is added: the impact of globalisation in economic inte-
gration processes between Macau and China, and in the co-ordination of different 
institutional patterns and different economic responses to global challenges. 

Portuguese Colonialism

The history of Macau is inextricably intertwined with the advance of European in-
terests and presence in China, and with their successive attempts to establish zones 
of colonial domination. As such, the historical trajectory of Macau also reflects 
the patterns of earlier global-scale European trade and political systems. The long-
lasting effects of Portuguese colonialism – either with or without Chinese imperial 
consent – shaped the trajectory of political and economic institutions in Macau, 
even in times during which Portuguese presence was overtly questioned.11 

The establishment of Macau in the second half of the 16th century resulted 
from an exchange of interests between local representatives of imperial China and 
a group of representatives (mainly traders, soldiers and missionaries) of a European 
mercantile power – Portugal. During the fifteenth and sixteenth century, the Portu-
guese maritime expansion constituted a major secular effort of Portuguese kings 
and ambitious traders, who jointly organized and directed the maritime expeditions. 
In the beginning of the Portuguese expansion – in 1415 with the conquest of Ceuta 
– the main economic motivation was to penetrate African markets and trading posts 
and to control the gold trade, which for centuries had been in Muslim hands ( Léon 
1984: 387-404). The success of the enterprise and growing profits from the African 
trade (in gold, spices and slave labour) propelled the Portuguese into a mercantile 
crusade for the control of the Indian Ocean’s trading routes. The resort to naval 
blockades and military occupation of Ormuz, Goa, Diu and Damão and Malacca 
further expanded the Portuguese ambition of creating permanent control mecha-
nisms – like fortified trading outposts, with warehouses and permanent military 
garrisons – in the coast of Africa, India and throughout the Indian Ocean. 

11 Especially after the Portuguese de-colonization of India in the the early 1960’s and Africa and 
East Timor in 1974/75. (see Chapter 3 for a more detailed discussion)
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As the Portuguese reached China around 1520, they realized that their for-
mer occupation methods would not be successful here, and that only through more 
or less peaceful means they would be able to expand their mercantile interests in 
China and Japan. After a series of unsuccessful attempts to build trading outposts 
in China, the establishment of Macau was only possible due to a wide measure of 
consent from local Chinese authorities. The agreement with local Mandarins al-
lowed, in practice, the Portuguese to develop a trading zone, with social-political 
institutions (including religious missions or forms diplomatic representation) that 
were more complex than in other occupied territories. Macau’s early political and 
economic institutions developed a degree of sophistication – especially in the ways 
the Portuguese related to Chinese authorities – which contrasted sharply to the trad-
ing fortress system in Africa.12 

Despite many key historical events, local transformations and external shocks, 
Portuguese colonialism survived over the centuries in Macau. In order to answer 
why this was so, we have to look more closely into the stability and resilience 
of certain political structures, during late Portuguese colonialism and during Ma-
cau’s de-colonization process (a two decade long process which was geared not 
towards political independence but towards the political integration within another 
nation-state). However, looking at the resilience of Portuguese colonial institutions 
in Macau is insufficient to explain why this specific form of colonialism lasted so 
long. In other similar cases – for example Hong Kong and Singapore – colonialism 
introduced changes which also prompted long lasting effects (like the injection of 
colonial forms of governance), but which triggered the development of Chinese 
business elites, outside the colonial governmental control. In other words, in order 
to understand how and why Portuguese colonialism ‘survived’ in Macau, we have 
to bring in the next factor, which is the impact of Chinese cultural legacies in the 
development of local economic elites, and in their capacity to organize their busi-
ness and political interests.

The Confucian Legacy 

Macau’s population is mainly constituted by the descendants of Chinese migrants 
and settlers, who over the centuries built their lives relatively free from the control 

12 The only way for the Portuguese to guarantee the protection of their interests in Macau was 
in exchange of a tribute, a land lease payed annually to the Chinese emperors, and as many 
gifts as possible to local Chinese authorities. Chapter 2 discusses in detail how this pattern of 
colonial occupation lasted until the beginning of the nineteenth century.
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of local colonial authorities and from the control of China.13 Like in other over-
seas Chinese communities, the Macau Chinese descend from political refugees and 
economic migrants, who had little choice but to resort to trading and commercial 
activities because they were barred from owning farmland or holding government 
positions in their homeland and in their host countries (cf. Redding and Tam 1995). 
The unpromising conditions for Chinese private entrepreneurship to flourish, re-
sulted not only from the colonial situation of some of their host-countries, (like Ma-
cau, Hong Kong or Singapore) but also from an ancient legacy of Confucianism, in 
which entrepreneurial drive had been ideologically despised, occasionally crushed 
and was for centuries a hindrance in claiming status in society (Redding and Tam 
1995: 183-203). 

Like in other parts of the world, the injection of Western colonialism in Macau 
meant that the pursuit of political authority functions continued out of reach of its 
native (Chinese) inhabitants, but this itself became irrelevant because ‘the contest 
for social and political status [by Chinese merchants under colonialism] shifted to 
new grounds’(Redding and Tam 1995: 193). This is a very important point to have 
in mind because out of several migrant waves, the emergence of a powerful Chinese 
business class in Macau was accompanied by the creation of socio-economic insti-
tutions and organizations – outside China’s state control and on the margin of the 
colonial state. These ‘new grounds’ were in fact ‘old means’ of Chinese community 
leaders to keep their own mechanisms of social and economic control deeply em-
bedded in the culture and ancient traditions of the Macau Chinese. This was seen in 
the traditional emphasis on group interest (family, collective, association or nation) 
rather than on individual interest. It was also present in the material and moral sense 
of duty towards past and future generations of the same family, firm or association, 
or the concept of ‘face’ on the personal relations level, like in business partnerships, 
association membership and state-business relations. 

The Confucian legacy has been turned into an explanatory factor of the entre-
preneurial success of overseas Chinese. In Macau, this legacy has shaped political 
and economic patterns because these traditional traits have been incorporated into 
business activities and organizations but with a crucial difference: the private en-
trepreneur, traditionally despised in the Confucian doctrine, has actually become 
the ‘Mandarin’. Through the most prestigious business associations, he is already 
part of the political structure, not only in Macau but in China as well. The reasons 

13 94 % of Macau’s population is ethnic Chinese, 5 % comes from South and Southeast Asia 
(Indians, Thais and Phillipinos), and 1% is either Portuguese or Macanese. Macanese are 
the “children of the land”, resulting from the intermarriage of Portuguese, Chinese, Indian 
throughout the centuries (cf. Berlie 1999). 
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and the ways through which business success in Macau was turned into a condition 
for the exercise of political influence (both over colonial and regional government 
institutions) bring us to another historical-institutional factor: the nature of the rela-
tionship between Macau and Mainland China which shaped and conditioned local 
economic and political action overtime. 

Macau-China Relations

Macau’s geographic proximity to China has been consistently used over the centu-
ries to maintain a variety of links, connections and transactions flowing between the 
Macau Chinese and the Chinese Mainland. The nature of the relationship between 
Macau and China has varied over time, but has been a constant factor shaping Ma-
cau’s institutional context. The Macau-China relationship has evolved along three 
sets of relations: the relations between Portuguese colonizers and Mainland authori-
ties, the relations between the Macau business elites and mainland China, and the 
relations between local political elites and the Mainland government after the tran-
sition. These relations have produced different patterns over time, depending on the 
actors involved in these relationships in specific historical periods. 

The impact of the Macau-China relationship is as old as Macau’s foundation. 
Over the centuries, the vital necessity of keeping this relationship going, meant 
sometimes reducing these relations to smuggling activities and/or ‘back-door’, un-
official and secretive contacts. Today, as a special region in the PRC, the Macau-
China relationship is characterized by full economic and political co-operation. 
Macau still enjoys wide autonomy from the Chinese central and provincial govern-
ments in local economic and political decision-making. In other words, Macau’s 
current government has been designated to conduct an irreversible process of na-
tional-reunification, while enjoying a wide degree of autonomy in the ways it does 
so. Paradoxically, the assertion of Macau’s autonomy and socio-cultural identity is 
based on a strong sense of belonging to China. Thus, after the transition, the politi-
cal ‘subordination’ to the central government in Beijing seems to have empowered 
Macau government officials in a novel way: composed almost exclusively of local 
Chinese business and professional elites, they rule Macau just like an autonomous 
state, yet they are by definition permeable to wider political and economic trends in 
China, in order to administer Macau. 

Globalisation 

The Macau transition process can be traced back to the end of the 1970s, when 
events occurring in Portugal and China were propitious to an agreement concern-
ing the effective de-colonization of Macau. During the transition period, Macau’s 
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political and economic development has coincided with both China’s open-door and 
market-reform policies and with a global wave of capitalist development, which has 
had major repercussions in China and all over the region. This situation produced 
important shifts in Macau’s economy, and the impact of globalization is yet another 
factor shaping current patterns of state and business organization in Macau. How-
ever, Macau’s overall response to globalisation cannot be seen as separated from the 
impact of, and response to, globalisation in China because not only is Macau an in-
tegral part of China, but it also enjoys increasing economic opportunities generated 
by the Mainland’s ‘open-door’ policies and by its new political status as Chinese 
Special Administrative Region. 

China has also been in transition since the late 1970’s. The scale and speed 
of its economic development process, allied to old patterns of political and social 
control, have produced paradoxical responses to globalisation. As seen from previ-
ous sections, globalisation and capitalist development have not eroded state power 
in China. While the transition from a centrally-planned to a more market oriented 
economic system still warrants a state-centred explanation, globalization has also 
had an independent (and in many ways unforeseen) impact in China’s development 
process. It has brought Chinese societies and networks closer to each other and 
closer to the Mainland, but it has also produced new ways of differentiating them. 
This is seen, for example, in increasing income disparities and economic growth 
across regions and provinces, and in the de-centralization of economic and politi-
cal decision-making in favour of government institutions of the richer regions and 
provinces. Globalisation has widely contributed to re-shuffling and re-scaling eco-
nomic and political activity to sub-national levels, and though in China this has 
occurred under strict political control, it has unleashed new forces that traditional 
state structures are insufficient to contain. Globalisation has not minimized the role 
of the state in China but it has created, or re-created, new roles for regions and cities, 
through their firms, multinationals and organizations which have seen their eco-
nomic development facilitated by new policies and cross-border standards. These 
global effects have become important factors shaping economic and political devel-
opment in Macau, especially since it became part of China and thereby became also 
a unique (and rapidly growing) gambling-based economy in the region. 

The case of Macau’s state-business relations shows how globalisation has not 
produced the same effects everywhere in China; it has created increasing regional 
differentiation, based on the current capacity of certain Chinese cities and regions 
to operate relatively independently of the central government’s political context. 
Across China, regionalization processes – in which Macau plays an important part 
– have been an effect of global forces. The question is whether these processes 
lend evidence that there is one specifically Chinese type of capitalism or if there 
is regional diversity in “Chinese” capitalist patterns. The inevitable involvement 
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of China in the global economy, seen from a broad nation-wide perspective, tends 
to fall into the first argument. Viewed from the region, globalisation is crucially 
determined by the political, economic and social specificities and institutional pat-
terns that exist in each city and/ or region. Regional diversity and differentiation 
originate from longer processes of how different societies, state structures and busi-
ness groups have been connected to each other within the same regional space (c.f. 
Bernard 1996: 651). The process of Macau’s integration in China is also an effect of 
these regionalizing trends because it can be understood as part of a wider and longer 
legacy of connecting different regions and regionalities within the same imagined 
national ideal. The Chinese political ideal (as formulated by the PRC’s government) 
has been re-invented amidst a global transformation, which has put East Asia and 
China in the league of successful economies. Macau thus constitutes an important 
empirical link in understanding China’s regionalizing trends in response to global 
external forces and influences. As will be shown further on in this thesis, after the 
transition, local political and economic institutions in Macau have adopted and 
shaped a specific regional pattern of economic and political integration.14 

1.4.2. Explaining state-business relations  
as one specific form of capitalism in Macau

In this thesis, state-business relations are conceptualized as consisting of three ele-
ments: political regimes (nature and role of state structures), forms of business or-
ganization and the channels through which organized entrepreneurship has access 
to the state. The analysis of Macau’s state-business relations will look at all these 
elements in two local economic sectors – gambling and export-oriented textiles and 
garments industries. 

In order to understand what state-business relations are all about in Macau, this 
study seeks to answer two main questions:

1) How do private entrepreneurs obtain the material and legal guarantees 
from the government (local/regional, provincial and/ or central) to set up, 
develop and expand their businesses?

2) How do local government officials maintain institutional links with the 
‘centre’ and with organized entrepreneurship?

14 This will be illustrated in the analysis of the Macau-Mainland Closer Economic Partnership 
Agreement, celebrating freedom of movement in goods, people and capital between Macau 
and China.
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The findings of these cases will then be used to explain Macau’s specific pattern of 
regional political and economic integration, illustrated by a significant post-transi-
tion development: the Macau-China Closer Economic Partnership Agreement. The 
analysis of this agreement will show how the state and business patterns described 
in the two economic sectors assume a larger scale; which will explain why and how 
state-business relations in Macau assume regional-specific characteristics. 

Political Regimes:  
nature and function of state structures in economic development

In Macau, though not effectively a state but rather a Portuguese ex-colony turned 
into a Chinese special region, local forms of political authority share similarities with 
other states and societies in the region, especially Hong Kong and Singapore. In these 
cases, local state structures have been actively engaged in economic development 
processes by allowing, stimulating or even participating in global capitalist strategies 
and practices. In this study, the role of government structures in economic develop-
ment is fully taken into account. However, it is not only the local government struc-
tures that impact on local economic developments; the economic policies of regional 
and even national governments have also affected Macau’s economic development. 

As the first element in this state-business relations definition, the “state” is 
conceptualised as one particular and local form of institutionalisation, merging the 
political interests of local, regional and national (central) political structures, in Ma-
cau’s economic development. Evan’s perspective on ‘embedded autonomy’ of state 
bureaucracies provides some important clues to understand how states link up to all 
those individuals or groups that contribute to a given country’s industrialization (Ev-
ans 1995: 572). The most important is that ‘embedded autonomy’ acknowledges the 
existence of close ties between government bureaucrats and businessmen.15 Though 
Evans restricts his analysis to countries rather than cities or regions16, the embedded 
autonomy concept still seems useful to understand the role of state agents, especially 
in ‘sub-national’ entities, where the synergies between government and business are 
more evident, and more pervasive to global economic forces. In local, rather than 

15 ‘A state that is only autonomous would lack both sources of intelligence and the ability to 
rely on de-centralized private implementation [and] a state which is only embedded is ripe for 
capture and dismembering; only when the two come together [autonomy and embeddedness] 
can a state be called developmental’ (Evans 1995: 574)

16 States can play four roles in industrial transformation: the role of custodian or regulator; the 
role of demiurge through the existence of state enterprises, the role of midwife by stimulating 
the creation of private firms, and finally the role of husband, when the state actively promotes 
private enterprises. (Evans 1995).
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national state institutions, the notion of embedded autonomy may capture many of 
the complexities of state intervention in China’s development process because it 
acknowledges the states’ permeability to local and micro processes. In societies with 
a colonial past, which are not exactly independent states, but instead autonomous 
or semi-autonomous political entities – like Macau, Hong Kong and other Chinese 
Special Regions – the role of the state has been crucial in economic development 
processes. However, in each of these regions, state actors and structures are embed-
ded in the specific social and economic characteristics in each location. 

From this perspective, this thesis asks what has been the contribution of the 
state in Macau’s development process, assuming state structures and institutions – 
local, regional or central – to be crucial, but not exclusive, institutional settings in de-
velopment processes. It will be addressed further on in this thesis that state actors and 
institutions do not have an exclusive role in steering economic development (local-
ly), nor do they have sufficient political autonomy to formulate policies in a number 
of areas – despite the existence of a generally authoritative political regime across 
China. In Macau, state capacity – understood in terms of political decision-making, 
policy formulation and implementation – is embedded in a particular historical-in-
stitutional context. For example, though political and economic decisions are taken 
formally by the state – regardless of it being central, regional or local, colonial or 
post-colonial – they depend on the support of local institutions, which happen to be 
outside the state, as in the case of Macau’s business organizations and associations. 

Types of Business Organization 

The second element in this state-business relations definition deals with the orga-
nizational patterns that characterize Macau’s economy. According to Hamilton, a 
‘Chinese’ type of social organization shapes the way Chinese do business in all 
settings (1996: 10), and thus from this perspective, Macau should constitute no 
exception. For Hamilton, the economic consequences of a Chinese type of business 
organization are so pronounced that the author argues in favour of the development 
of a distinctively Chinese mode of capitalism. From the theories discussed so far (in 
1.2 and 1.3.), three fundamental characteristics can be extracted of a Chinese type of 
capitalism: personal trust is the underlying foundation of Chinese entrepreneurship 
(Wong 1996); there is strong embeddedness of small and relatively weak firms in 
vast networks (Redding 1996); and these are deeply rooted in localized institutions 
such as kinship and regionality (Hamilton 1996). 

Macau is an essentially Chinese (capitalist) society, but with its own specific 
forms of social and economic organization. In order to map the characteristics of 
Macau’s business networks, and find out whether they reflect the distinctively Chi-
nese mode of economic activity described above, it is important to consider local 
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types of business organization, how they arise and what their impact is on the eco-
nomic success of local entrepreneurs and on the overall economic development of 
the territory. 

The first sector – the gambling industry – is geographically confined to Ma-
cau. In 2002, this industry opened up to global investment. In this process, Macau 
seems to re-invent itself as China’s casino city and a major tourist destination, cater-
ing for activities that range from theme parks to prostitution, but where casino-gam-
bling is still the leading attraction. Gambling activities have existed for centuries in 
Macau, and in the 1960´s they were organized under a local monopoly company, 
from which casino businesses expanded into a large and diversified services’ and 
entertainment sector, the most lucrative business in the territory. After the transition, 
the Macau government has taken the initiative to change the monopoly system into 
a ‘partially’ competitive one. The predominance of one corporation in the gambling 
industry complicates the move towards gambling services’ liberalization, but the lo-
cal entrepreneurs still have to adapt to the new circumstances, including an increase 
in government intervention and regulation. 

In contrast to the gambling sector, the textiles and garments industries are 
characterized by geographical dispersion in their investment, production and dis-
tribution activities, and by the absence of any direct state intervention. The glob-
al context that emerged after World War II was favourable to the development of 
international organizations regulating the increasingly global trade of textiles and 
garments. Though these industries had a long tradition in Macau, these global con-
ditions stimulated further the development of export-oriented industries in a place 
with limited labour and capital resources. The local entrepreneurs of the textile and 
garments businesses are integrated into vaster networks of investment, production 
and distribution, operating in the Mainland and in Hong Kong. These industries will 
thus provide a ‘classical’ example of how the network type of economic organiza-
tion impacts on the relative success or decline of these industries in Macau. 

Channels through which Macau entrepreneurship has access to the state 

The third and final element of state-business relations deals with the institutional 
media through which the economy is socially organized, and through which state 
and business actors connect to each other, and to society at large. In Macau, the 
widespread resource to ethnic, same-place or kinship relations to build up all kinds 
of social and economic networks conforms to claims that there is a distinct type of 
social organization, shaping the way Chinese do business in all settings. Hamilton 
claims that network organizations are social constructions reflecting normative and 
institutionalised prescriptions for the formation of cohese groups that provide the 
framework for all types of activities – political, social and economic (1997: 283). 
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In Macau, Chinese networks have been modeled by a very large number and 
wide variety of voluntary associations (c.f. Sousa Santos 1998). The local society 
has a long tradition in associative practices to cater for the specific demands of 
local interest groups, sometimes with implicit (but never really outright) political 
objectives. Overtime, local associations have developed into increasingly complex 
and specialized socio-economic organizations, which have transformed contingent 
relations such as ethnicity, kinship, workplace, birthplace or neighbourhood into 
long-lasting and institutionalised relationships. They come in all shapes and sizes, 
they reflect the most varied interests, and the result is that there are around 900 as-
sociations in a territory comprising 450 000 inhabitants. Specifically the business-
oriented associations, reflect network-based interests, which are not restricted to the 
territory, but are dominated by ethnic Chinese entrepreneurs. 

Both Rutten (2003) and Visscher (2002) have concluded that notions of cul-
ture and ethnicity are pragmatic and strategically used in the development of busi-
ness organizations/ associations. Business associations and organizations cannot be 
regarded as monolithic because they can be an arena for internal factionalism and 
a means by which some entrepreneurs are able to enhance their position vis-à-vis 
the rest of the business group/ community. The politics of business associations can 
thus be an entry point through which it is possible to reveal deeper lines of division 
in local society and changes in social alignments (Rutten 2003: 212). 

All entrepreneurs use various strategies to develop contacts and spheres of 
influence with the state. In Macau, the localized leadership of business associations 
leads to other forms of leadership, in this case expressed in the capacity to influence 
government policy or to obtain privileges, including political functions. The crucial 
difference between business associations and public economic institutions is that 
associations can enforce reciprocity from member firms and individuals in a realm 
where states are incapable of sanctioning business (Ross Schneider 1998: 114). Like 
the state, business associations can provide a framework for social, economic and 
political arrangements by institutionalising durable relationships which imply feel-
ings of recognition, obligation (and trust) among its participants. 

The business associations are an important element of Macau’s institutional 
context and provide an entry point to understand the essence of local state-society 
relations, and to answer to what extent notions of ethnicity and regionality impact 
on patterns of business organization and state-business relations. This is because, 
once applied to Chinese societies, the explanations for the rise and development of 
business networks and organizations usually gain a cultural twist. While unequivo-
cally explaining the similarities among Chinese businessmen in the Mainland and 
overseas, they sometimes fail to see the subtle differences that characterize their 
practices and organizational arrangements, across cities and regions, across eco-
nomic sectors and even across generations. 
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1.5. Methodology 

The research leading to this thesis was conducted in 3 fieldwork trips to Macau: the 
first between October 2001 and May 2002; the second between January and April 
2004 and the third in July/August 2004. Additionally, in the many occasions that I 
was in Lisbon, I took these opportunities to consult and/ or acquire academic litera-
ture on Macau not available in the Netherlands, as well as conducting interviews 
with former Macau government officials of Portuguese nationality. 

Throughout the fieldwork periods, the research was carried through several 
stages. In the first stage, I made a survey on relevant secondary literature on Macau 
not available in the Netherlands, or scarcely in Portugal, but widely available in the 
field; specifically at the Center of Macau Studies, at the main library of the University 
of Macau, at the Macau Historical Archive and at the library of the Macau Internation-
al Institute (IPIM). In the second stage, I made surveys on all relevant legal documents 
and policy documents and reports available at the Macau SAR government depart-
ments. I visited libraries at the Macau Statistics and Census Department, the Macau 
Labour and Employment Department, the Centre for Research and Data Processing 
of the Macau Economic Services Department and the Research Centre of the Ma-
cau Investment Promotion Institute. In the third stage, I’ve compiled business reports 
from the local associations and mixed policy reports from think tank groups, available 
at the IPIM, at the Macau Economic Services and at the local associations’ websites. 

In this study, I have used a combination of secondary sources (books, articles, 
policy reports, policy documents, statistics, legal texts, and press and media sourc-
es) and in-depth interviews with local government officials and entrepreneurs, to 
compile evidence for the arguments presented in the following chapters. 

1.5.1. Secondary Sources
 
The bulk of the literature on Macau can be classified in historical studies (cf. de 
Jesus 1990, Boxer 1948, Gunn 1996, Mesquitela 1995, Fok 1991, Wu 1999, Lima 
1999); economic studies (cf. Chan 2000, Ieong and Siu 1997, Mayura 1999, Cremer 
1991, Cremer et al. 1991) and politico-legal studies (cf. Lo 1995, 1999; R.L. Ed-
monds 1989, Cannas 1992, F.G.Pereira 1995). This research has relied on available 
literature from all these disciplinary approaches, in order to formulate an analysis 
that pays attention to both political and economic aspects of state-business relations 
in Macau. This study attempts to fight the scarcity in recent research produced on 
Macau, and attempts to bridge different traditions into a multidisciplinary thesis on 
Macau’s government and business relations and patterns over time. 
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The documents consulted in this research are either in Portuguese or English. 
As my knowledge of written Chinese is still insufficient, sources in Chinese were 
consulted when translated to English, either through official translations (policy 
and legal documents) or by local assistants (press sources, websites and business 
publications). Portuguese is one of Macau’s official languages and therefore policy 
reports, policy documents, decree-laws and constitutional texts are all bi-lingual 
(Portuguese and Chinese). In references to secondary sources, written documents 
and other sources of primary data, which are originally in Portuguese, the trans-
lation is mine. The documents in English were usually translations from original 
documents in Chinese, when not written originally in that language. 

The purpose in compiling different types of written documents – decree laws, 
policy reports, guidelines, statistics and constitutional texts – was to analyse policy 
changes and government strategies throughout the ‘transition period’, ranging from 
circa 1976 up to 1999. The documents produced after Macau’s integration in China 
constitute a bulk of new data, which trace the most recent political and economic 
developments, and are thus inserted in a chronological description of Macau’s po-
litical and economic evolution, before and after the transition. The collected written 
data was compiled along a distinction between government sources and business 
associations’ sources. Yet, a number of documents issued during and after the transi-
tion period have a mixed origin, i.e., some of the documents analysed in this thesis 
are result of think-tanks and special joint state-business committees on specific eco-
nomic policy issues.

This study also contains many references to newspapers, articles in magazines 
and in other periodical publications, in Portuguese and English. There are some 
references to Chinese language newspapers, either in the original form – translated 
by my fieldwork assistants – or translated to Portuguese or English, when cited in 
the local newspapers. Apart from the references to background and opinion articles 
written by identified journalists, press references mention the name of the publica-
tion and its respective date. Besides press sources, other media were also consulted, 
specifically television documentaries, produced and broadcasted in Macau and in 
Portugal. References to this kind of sources can be found as citations from the inter-
views’ transcriptions, ceded to me by one of the authors, or as general reference to 
documentary itself – in this case videotaped media sources.

1.5.2. Interviews

In-depth interviews were used not only to fill the gaps in the written information, 
but also to consult on practical aspects of conducting research in Macau, to get ac-
cess to written sources, and to extract the opinions and views of key local figures. 
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For this thesis, these interviews were of great importance, both to test hypotheses 
and to get oral accounts and testimonies of recent and less recent facts and oc-
currences. Additionally, the use of in-depth interviews was fundamental in find-
ing current perceptions and opinions of government and business actors on a wide 
range of issues, although focusing on three main topics – textiles and garments’ 
industries, the gambling sector and post-transitions economic and political develop-
ments. These interviews were conducted mostly in Macau, during three periods: 
from October 2001 to May 2002, January-April 2004 and July-August 2004. Most 
of the interviewees received me in their offices or in meeting-rooms, together with 
other secretaries, assistants and translators. Other interviews had a more informal 
setting, and are more accurately described as long discussions with local informants 
and acquaintances, of which I kept short-hand notes. From the more formal inter-
views, I kept audio records, when allowed by my interviewees. It is difficult to give 
an accurate number of all the interviews conducted in this study, if one includes all 
informal consultations to local experts, academics and writers. From these inter-
views, 18 are on audio record and 35 groups of notes on informal discussions with 
informants and local experts. 

Formal interviews include current and former members of the Macau govern-
ment, including a Portuguese ex-Governor. Regarding current government officials, 
I have interviewed heads of department, legal and policy advisors in government 
departments – such as the Macau Economic Services, Labour and Employment 
Department, Macau’s Investment Promotion Institute and the Macau Centre for 
Productivity and Technology Transfer – and current deputies to the local Legis-
lative Assembly. Regarding business actors, and having into account that current 
government officials were once influential private entrepreneurs, the logic was to 
find entrepreneurs, either engaged in the economic sectors chosen as case-studies, 
and/ or actively engaged in Macau’s business associations. The choice for in-depth 
interviews was very useful because the functions of many of my interviewees over-
lapped. For example, deputies to the Macau Legislative Assembly, who were also 
private entrepreneurs and members of local associations or government officials 
that were ex-entrepreneurs. Apart from these two main groups of interviewees, I 
had also the opportunity to talk – informally or through appointment – with mem-
bers of the local labour union, with local writers, academics, journalists and Portu-
guese consultants and advisors to the local government, multinationals and banks. 
The findings from these interviews are presented in the form of the case-studies, 
in which the interviewees have provided specific information about facts, figures 
and individuals. These findings have also been evaluated along different or similar 
opinions on the same topic, thus crucially helping to assess the position, impact and 
effect of government policies, economic and political trends, and their confirmation 
(or not) of written documents and press sources. 
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1.6. Conclusion 

In the first part of this chapter, I have reviewed general discussions and the main 
arguments explaining what the impact of globalization has been in the development 
of capitalist economies in East Asia, in particular, in China. The claim that globali-
zation brings divergence in the ways capitalist development has taken shape across 
East Asian countries has been convincingly used to explain, for example, how the 
network structure of these economies shows that they have different business pat-
terns as compared to those existing in Western economies (cf. Hamilton et al 1996). 
The divergence claim has been used also to explain that the institutional ties link-
ing business to the state in East Asia are also different from the West, because they 
are the product of the distinct cultural and political systems that developed in East 
Asian societies (cf. Biggart and Orrù 1997, Wong 1996, Ling 1996, Weber 1964). 
The focus on how Chinese entrepreneurs actually organize their businesses is very 
important in this thesis, but equally important is to see how patterns of business 
organization are influenced by political factors and by the state, assuming that there 
is indeed contextual variety of political and economic arrangements across space 
and time. 

In relation to East Asia, Macau presents both similarities and differences with 
other Chinese cities and societies in the region, in terms of business patterns and 
political and cultural systems. For example, Macau’s colonial past has some simi-
larities with Hong Kong or Singapore, yet only in certain time periods. Macau’s 
much longer colonial trajectory presents a number of particular characteristics, 
which have been determinant in turning it into a modern Chinese capitalist society 
with distinct features, the most notable being the current gambling-based economy. 
Macau shares also similarities with overseas Chinese communities, spread across 
East and Southeast Asia, in that local Chinese businessmen have invested massively 
in the Mainland – especially in their home villages, cities or regions – under the 
specific conditions granted by the PRC’s ‘open-door’ policies. Since 1978, the eco-
nomic reform process in China increasingly facilitated the inflow of investment 
from overseas, especially from business groups operating in politically antagonistic 
territories like pre-transition Macau and Hong Kong, and Taiwan. 
 Rather than comparing patterns of business organization and types of states 
across China, this thesis uses a state-business relations perspective to explain how 
the study of Macau’s specific state and business patterns give an insight into how 
capitalism works in modern-day China, and what its core characteristics are. This 
study of state-business relations in Macau operates within the divergence argument, 
i.e., that globalization has produced different effects in different countries, because 
of each one’s specific natural and socio-cultural characteristics. However, in this 
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study the divergence issue is radicalised in that new economic and political con-
vergences between the PRC and Chinese societies and communities lead also to 
different political and economic arrangements. This thesis thus re-scales and re-
historicises the Chinese capitalism debate by focusing on the emergence of a spe-
cific pattern of state-business relations in Macau, in a context of political transition 
– from Portuguese territory to Chinese special region – and economic regionaliza-
tion – the adjustment of the local economy to a globalizing China. 
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CHAPTER 2. 

Macau in the Colonial Period (1557-1949) 
 

2.1. Introduction 

The establishment of the city of Macau in the mid sixteenth-century was a significant 
event in both European and East Asian history. As the first European commercial 
outpost in China, Macau constitutes one of the first examples of political and eco-
nomic relations being established between the Chinese empire and a European state. 
Most importantly, the history of Macau captures the evolution of distinct forms of 
economic and political organization, in response to broader developments, for ex-
ample, in China, Portugal and in the region. The resulting institutional patterns have 
been shaped by a legacy (and co-existence) of Western colonialism and Confucian 
tradition, and by the patterns of relations between Macau and the Chinese mainland. 

This chapter covers the political and economic history of Macau in two broad 
periods. The first period begins with the establishment of Macau in 1557, which 
resulted from a negotiation between the Portuguese and local Chinese imperial au-
thorities. This negotiation initiated a pattern of relations between the Portuguese oc-
cupiers and the Chinese officials, characterized by local commercial agreements (in 
which both profited from the opportunities generated by the city’s booming trade) 
conducted within an ambiguous political situation, characterized by different per-
spectives (Portuguese and Chinese) on the political and economic status of the ter-
ritory. The contention for political authority over the territory was solved locally, 
through a wide variety of means that would change over time, but the negotiated 
character of Macau’s colonial occupation remained essentially unchanged for two 
and half centuries. 

The second period – ranging from the 1800s to the late 1940’s – is marked 
by a sharpening conflict between Western colonial powers and China. In Macau, 
this situation produced a shift towards a less negotiated and more unilateral form of 
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Portuguese colonial rule over the territory. As the Portuguese claimed their exclusive 
rights over the territory before a defeated and decaying Chinese empire, Macau be-
came politically isolated from China. This situation was in turn extremely favourable 
to the development of a locally organized, Chinese entrepreneurial class, filling the 
political and economic vacuum left by the imperial authorities and their institutions. 

2.2. The establishment of macau and the period of negotiated 
colonialism (1557-1840s)

With a long history as a European trading post in China, Macau’s early political 
and economic development illustrates how a Western power sought to impose co-
lonialism in China while recognizing and upholding political relations with China, 
through both official and unofficial channels. 

This section looks into the negotiated form of colonialism that resulted from 
the specific circumstances leading to the Portuguese occupation of Macau. China’s 
political, social and economic situation at the time the Portuguese arrived on its 
shores deserves attention because the establishment of Macau served also the 
interests of regional and local imperial authorities, eager to profit from the eco-
nomic opportunities brought by the Portuguese. 

2.2.1. Ming China

The Portuguese arrived in China during the Ming dynasty period (1368-1644), 
which is according to Fairbank, ‘one of the longest eras of government and so-
cial stability in human history’ (1973: 177). The population of China averaged 100 
million people at the time. Excluding Manchuria and Mongolia, the administrative 
divison of the Chinese empire was basically the same as it is today. Ming China 
was united under a central government, whose administration was in the hands of a 
sophisticated bureaucracy, backed by ‘habits of thought and action that had become 
established part of Chinese society’ (Fairbank 1973: 178). Social leaders viewed 
Chinese history as ‘change within tradition’. Instead of the ideal of progress, which 
Westerners have inherited from the nineteenth century, the Chinese of the Ming and 
Qing periods saw their ideal models far in the past, which consisted of harmonizing 
with the world, by adapting to it rather than transforming it (Fairbank 1973: 178). 

The decisive characteristic of the Chinese imperial system was thus its model 
of centralized government, built on a huge, powerful and omnipresent bureaucracy. 
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The establishment of a centralized, bureaucratic form of administration had been 
a process lasting almost 1000 years, resulting from the suppression of aristocratic 
clans by the imperial ruler. This slow but deep transformation of the Chinese politi-
cal system took place in the centuries that followed the Warring States period (475-
221 B.C.) up to the Tang Dynasty (618-907 A.D.) (Barrington Moore Jr. 1991:164). 
During the Tang period, the system of imperial examinations for recruitment of gov-
ernment officials was fully in place, and the growing size of the imperial bureaucra-
cy counter-weighed potentially rebellious groups of aristocrats. The centralization 
of power by the emperor and a handful of court-officials were thus made possible by 
the existence of a large bureaucracy, composed mainly of an ‘upper class of scholar-
officials, who descended from the established previously aristocratic landowners’ 
(Barrington Moore Jr. 1991: 165). The common interests between the ‘bureaucrat’ 
and the ‘landlord’ sustained the centralized imperial system. The construction of the 
Chinese imperial administration had been based on the substitution of the ancient 
aristocracy for the bureaucracy. In practice this meant that bureaucrats were usually 
old aristocrats with enlarged social and political functions (cf. Dawson 2005). 

The social mechanism linking landed property and degree-holding/ political 
office in China, was the family, or the clan. This system worked in the following 
way: the landlord managed to make peasants work for him through tenancy agree-
ments. These agreements were similar to those of pre-modern capitalism. The land-
owner had an economic interest in overpopulation and enticed the peasants to come 
into his land in exchange for a share of its produce and clan affiliation (Barrington 
Moore Jr. 1991: 166). The landlords supplied land and economic support to their 
peasants – avoiding peasant rebellions by accepting them into their clans and fami-
lies – the peasants supplied the labour, and the bureaucracy supplied core public 
services such as water management systems or helping landlords to guarantee the 
control of their land, against other landlords or rival clans, in exchange for taxes. 

Though the economic interest of the land owner was to acquire property for 
the sake of his clan or lineage, his pretensions to exert any kind of influence in the 
imperial government depended on either holding a degree or having in his family a 
prospective degree holder.1 By holding such a degree, the land owner had justifiable 
reason to believe that he himself, or one under his protection, could achieve an of-
ficial position within the imperial government and use it to help boost the family’s 

1 The landowners, depending on the size of their land or their clan, could usually have several 
wives as a means to ensure both the continuation of the lineage and the maintenance of the 
property. But it was also common practice among the smaller landowners to adopt gifted boys 
– usually the offspring of their relations with peasant women or domestic helpers – and to 
invest in their education in order to acquire an official degree (cf. Barrington Moore Jr. 1991 
pp.164-170).
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material fortunes. Thus, the landlord had an obvious interest in string-pulling and 
to have the right contacts at the court. ‘Behind each imperial project, was a power-
ful minister, and behind each minister a powerful group of landlords’ (Barrington 
Moore Jr. 1991: 169). Fortunes acquired by the way of imperial service were usu-
ally invested in land, further reinforcing the elite position of both landlords and 
scholar-officials alike and the links between them. A career in the imperial bureau-
cracy offered considerable material rewards and the practice of buying land as an 
investment after retiring from public service was quite common. The retired scholar 
official, now turned into a landlord, would acquire property and extend his clan, 
re-initiating the process described above. Landowning and bureaucracy were so 
closely intertwined that one could not exist without the other. 

The imperial bureaucracy was a complex hierarchical system of degree-hold-
ers separating political and ideological functions from military and administrative 
(central and regional) functions. This model had its roots in Confucian doctrine and 
ethics, advocating filial piety and harmony among rigidly differentiated classes. The 
Confucian doctrine was the essential base of Chinese classical education and its 
interpretation was exclusively in the hands of a cultivated class of scholar-officials 
or degree-holders. The court higher-officials were all degree-holders and along with 
the emperor were the personification of the Chinese state (Connery 1998). Court 
officials differed from the court eunuchs because they were not castrated; they had 
a classical education and descended from important land-owner families. The eu-
nuchs were barred from obtaining a degree, but had an important position close to 
the Emperor, as secretaries, personal servants and palace keepers.2 

The Chinese examination system deflected ambitious individuals away from 
commerce and into public service.3 The wide diffusion of printing and printed ma-
terials meant that the literacy level was relatively high, especially among urban 
populations. The diffusion of printing and the merit-based examination system had 
increased the absorbing capacity of the imperial bureaucracy, enabling entrepre-
neurs or exceptional artisans to acquire sufficient literary culture to obtain an offi-
cial post (Barrington Moore Jr. 1991: 176).4 Trade-related activities however, were 

2 Castration was a method used either for punishment, or to ascend to a position close to the 
emperor, usually on his personal service.

3 Imperial Chinese society did not create a significant urban trading and manufacturing class, 
although there were attempts in this direction, in the late fourteenth and early fifteenth 
centuries (Barrington Moore Jr. 1991: 174).

4 The attractiveness of an official post lead them sometimes to castrate themselves in  
order to become eunuchs and thus enjoy a position in the imperial court, possessing  
the advantage of already having had an education which the ordinary eunuchs were  
forbidden to have.
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not regarded as a way to obtain social prestige. The imperial government taxed 
heavily on commercial activities, or turned trade into state/imperial monopolies, 
thus preventing the merchants to make marginal profits. Without such measures 
merchants would threaten the established social position of the scholar official, in 
the sense that by accumulating sufficient material wealth through trade, one might 
have ‘bought’ political influence, which in China could only be acquired through 
classical Confucian education. Not only were the merchants excluded from the im-
perial bureaucracy, but they were also prevented to assemble means of defence, like 
organizing armies, militias or producing weapons outside bureaucratic jurisdiction. 

During the Ming period court rulers faced problems on how to extract enough 
resources to allow for the central government’s expenses (Moore 1991: 176). As the 
income and power of the average imperial official had grown over the centuries, 
corruption within the bureaucracy had become widespread, especially among pro-
vincial officials of distant regions, who took advantage of the geographic distance to 
detach themselves politically and financially, from the imperial court. 

2.2.2. The Tributary System and Ming Closed-Door Policies 

In the early years of the Ming dynasty, technological advances in agriculture and 
transport, ensured China’s leading position in East and Southeast Asia, its cultural 
influence and the regional demand for its products.5 During the reign of Zhu Di 
(2nd Ming Emperor circa 1400-1425), major public works were undertaken. In only 
twenty years, the imperial capital was transferred from Nanjing to Beijing, where 
the emperor built the palace complex known as the Forbidden City. The Great 
Wall was rebuilt and extended 1,400 km, and the enlargement of the Grand Ca-
nal – which had been first engineered in the sixth-century B.C. – was undertaken 
connecting the Yellow and the Yangtze rivers. Several maritime expeditions were 
conducted under the leadership of Admiral Zheng He (Zhu Di’s most proeminent 
court eunuch) at least as far as the eastern coast of Africa, in an attempt to establish 
more tributary networks. 

The expeditions had been mainly promoted by court eunuchs, who supported 
the development of tribute zones, which greatly benefited imperial officials from 

5 China held export leadership in manufactured and highly demanded goods such as silks, 
ceramics, copper and tea. China’s domestic demand for Indian pepper, sandalwood, perfumes, 
oils, and most importantly Japanese silver, was quite considerable; on the other hand, silver 
poured in to ‘balance China’s export surpluses, sometimes in rice and other foodstuffs, includ-
ing animals’ (Leon 1984: 115-122).
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traditional trading regions such as Guangdong and Fujian.6 Roughly one hundred 
years after Chinese maritime expeditions were halted, the first Europeans (Portu-
guese merchants and Spanish and Italian missionaries) arrived on China’s shores, 
where they encountered a distinctive ‘China-centred inter-state system’ (Arrighi and 
Hamashita 2003: 3)7. This China-centred political system, which spread throughout 
East and Southeast Asia, is known in the literature as the Chinese Tributary Sys-
tem (cf. Fairbank 1973, Gunder-Frank 1998, Arrighi and Hamashita 2003, Perdue 
2003). Tribute relations were the primary underpinning in China’s trading system 
and were fundamentally characterized by the complementarity between political 
ritualism and economic relations, unfolding both domestically and externally. Do-
mestic tribute relations (in the form of taxes) linked Chinese localities to the impe-
rial centre (Perdue 2003: 57), while external tribute relations linked surrounding 
tributary states such as Japan, Korea or Vietnam to the Chinese empire. Trade with 
foreigners or foreign states was not allowed outside the imperial edicts regulating 
trade missions, and thus trade was monopolized by imperial officials. 

The Chinese commercial expansion in East and Southeast Asia and the de-
velopment of tribute-trade networks had evolved together: tribute exchange was a 
‘commercial transaction which embraced inclusive and competitive relations ex-
tending in a web over a large area’ (Gunder Frank 1998: 114). External tribute 
relations were based on suzerain-vassal relations between the ruler of China and the 
rulers of other peripheral states and fuelled China’s military and economic hege-
mony in the region. China was assumed to be not only the largest and oldest among 
the states of the world but indeed their parent and the source of their civilization 
(Fairbank 1973: 195). This form of imperialism meant that if foreign rulers wished 
to trade with China they had to accept its terms and to acknowledge the supremacy 
of the Chinese emperor. The practice of these relations consisted in the exchange of 
convoys, tribute missions, the duty to kowtow8 and the regulation of trade (Fairbank 
1973: 197). 

During the Ming period, the imperial rulers were divided about the ways Chi-
na should conduct relations with neighbouring kingdoms and regions. While one 

6 Gunder Frank (1998) agrees that the suspension of the expeditions was connected to the 
development of the above-mentioned infrastructures, but mainly because they were too costly 
vis-à-vis the growth in expenditure in defence policies in the North, against the Mongols, and 
the Manchus. 

7 However, it should be noted that the concept of ‘inter-state system’ was originally developed 
to describe what essentially was a European phenomenon, in the post Westphalia political 
context (after 1648). 

8 Kneeling and bowing to the Chinese Emperor’s supremacy (either the emperor himself or one 
of his representatives).
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faction of court officials lobbied for and defended commercial expansion based 
on tribute relations, another faction lobbied for more public investment in military 
development. Intra-elite conflicts like this are illustrative of the latent political-eco-
nomic ‘conflict’ between the maritime south and the militarized north, with a shift 
in favour of the latter, after the Mongol Invasion of 1439. 

In 1523, the Ming emperor suspended all commercial exchanges with Japan, 
following disputes among the Japanese military clans, which had disturbed the har-
mony of the Chinese tributary system. Conflicts between Chinese junks and Japa-
nese pirates broke out frequently, sometimes spreading into the coastal areas (Fok 
1996: 31). The trade ban affected not only the security of the coastal provinces but 
also the imperial finances9. Local mandarins, trade supervisors, tax officers, for-
eign merchants, local smugglers and pirates became united in the common goal of 
circumventing imperial rules in order to assure profits (cf. Pires 1991: 8-10). Trade 
continued, though illegally and in the form of piracy, and thus Japanese-Chinese 
smuggling networks blossomed with the tolerance or support of provincial authori-
ties (Fok 1996: 31). The military had few control mechanisms left on the coastal ar-
eas and, in practice, the imperial prohibitions did not prevent Chinese and Japanese 
merchants, followed by the Portuguese, from continuing to trade on Chinese shores. 

2.2.3. The Portuguese negotiate their presence in Macau

In the beginning of the sixteenth century, the Portuguese expansionary project was 
at its height. The maritime trade with India had become the most important source 
of revenues for the Portuguese Kingdom. Although they were very far from con-
trolling the production or extraction of the goods they traded in, the Portuguese ef-
fectively controlled the commercial naval routes of the spice, gold and silver trade 
into Europe, thus greatly influencing both their production volume and their prices 
(Leon 1984: 118). 

The Portuguese had been the first Europeans to venture into the Indian Ocean 
propelled by economic motives. But unlike most traders before them (Italians and 
Arabs) the Portuguese were highly militarized. In order to maintain the monopoly 
of trade with India and the military domain throughout the main trade routes of the 
Indian Ocean, a number of militarized control structures were created. These were 
the feitorias – a combination of a fortress with a permanent army and a trading 
post which excluded traders other than those associated with their trade monopoly 

9 The devaluation of Chinese banknotes – used under the Song and Yuan dynasties – had created 
a growing demand for precious metals, especially Japanese silver (Gunder Frank 1998: 218).
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(Schwartz 1994:34). These trading posts were to be found along the West and East 
African coast, and later on in India. With the prosperity generated by the spice trade, 
the Carreira da Índia was created – a state-owned military organization that mo-
nopolized the shipping of the goods back to Portugal and to the royal trading house 
in Lisbon. In a short period of time the Portuguese dominated the main ports in the 
Indian Ocean. After having seized Diu and Goa, Calicut and Malacca were taken in 
1510 and 1511, and Ormuz and Colombo in 1515 and 1517 respectively. 

Following information about the possibility to trade with China, the Portu-
guese sent expeditions to the Chinese coast with the objective to settle on a perma-
nent basis in the islands at the mouth of the Pearl River, in the Chinese southern 
region of Guangdong. Going against imperial laws stating that ‘non-acknowledged 
vassals’ could not trade there, the Portuguese sought unsuccessfully to send their 
own envoys.10 The Chinese imperial authorities, despite having promptly expelled 
the Portuguese from Guangzhou, remained impressed by their sophisticated weap-
ons and their shipbuilding, and after some negotiations the local officials allowed 
them to trade in the sea. In the absence of imperial supervision on overseeing com-
pliance with the trade ban with Japan, ‘illicit’ trade had at first been a private busi-
ness between the Chinese and the Japanese, but soon the Portuguese took over the 
role of middlemen in the forbidden trade. Their sophisticated shipbuilding skills 
and weapons, and the direct access to spices from India, sandalwood from Timor, 
and especially silver from Japan, turned the Portuguese into good candidates for 
this role. Between 1542 and 1557, the Portuguese were operating ‘illegal’ trading 
posts in Ningbo and in the Pearl River Delta, in a succession of failed attempts to 
establish a strong foothold on the Chinese Coast (Mesquitela 1996: 29-46). The 
Portuguese soon understood that in order to trade with China, this would imply 
‘kowtowing’ to their rulers rather than trying to fight them. In 1549, they supplied 
military support to Guangzhou’s Mandarin, contributing with three cannons and 
fifteen men (Mesquitela 1996: 114). Subsequently, it is said that in 1554 the local 
deputy of the Chinese Imperial Maritime Defence allowed the Portuguese to estab-
lish themselves in the peninsula of Macau, outside of the imperial court’s official 
approval (Mesquitela 1996: 117). 

After years of relentless bribery by the Portuguese traders, the profits extracted 
by regional and local imperial authorities were crucial for trading lobbies to re-emerge 

10 Early Portuguese missions departed from Malacca to explore the southern Chinese 
coast. In 1513, Jorge Àlvares reached Tunmen in Fujian province, and in 1515 Rafael 
Perestrelo went up the Pearl River in Guangdong Province. In 1517 Tomé Pires reached 
Guangzhou, where he and his sixty men were arrested and who later died in prison in 1524 
(Pires 1991: 8-9).
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in the Ming court. However, the Portuguese connections with Japan11 were seen as 
cause of concern for the Chinese ruler, while provincial officials were keen in profit-
ing from the situation (Fok 1991: 36). Southern officials had few means to control 
the smugglers and the pirates, and this implied a considerable loss in trade revenues, 
especially since the city of Guangzhou was closed to foreign trade. At the heart of the 
debate at the imperial court was the question of whether trade was a good way to keep 
vassal states appeased, since it had failed in the case of Japan. The position defended 
by Guangzhou officials was that trade relations with Japan could be worked out with 
the intermediation of the Portuguese, in opposition to more radical northern officials 
keen on expelling all foreigners or potential invaders. This faction took the Portuguese 
settlements’ as a ‘problem’; they were against this foreign presence in Chinese terri-
tory and used metaphors that described them as the ‘hidden root of future worries’, 
the ‘lethal disease between the stomach and the heart’ or the ‘southern ulcer’ (Fok 
1996: 34). 

In 1557 the Mandarin of Guangzhou (the highest imperial representative in 
the city) allowed the Portuguese to settle in Macau.12 However it was not military 
power that enabled the acquisition of Macau, but a wide measure of consent from 
the Chinese authorities. Court approval came in 1573, when the Portuguese were 
demanded to pay the annual imperial rent – the land lease or, in Portuguese, foro do 
chão – for the use of the peninsula. The regional authorities ordered the construction 
of the gate separating Macau from the Mainland – Portas do Cerco – and they intro-
duced a system of taxes and duties, to be overseen by the nearest high-rank official, 
the Mandarin of the Xiangshan district (corresponding to present-day Zhuhai). Sus-
picion remained, but the profits were large enough to satisfy the local mandarins, the 
imperial censors coming down to Guangdong and, of course, the Portuguese trad-
ers. In an excerpt taken from the biography of a Guangdong official (quoted in Fok 
1996: 35), the economic and practical reasons on why dealing with the foreigners 
was ultimately regarded as positive, are unequivocally resumed:

Whenever the Portuguese visited us, they would bring indigenous products 
like pepper, rare woods, marble, sandalwood, and incense that they would sell 

11 Portuguese expeditions to Japan were relatively more successful than those to China. In Nagasaki, 
the Portuguese managed to obtain a commercial exclusive with the local daimio, in supplying the 
highly sought-after goods from China, Malacca and India. In 1569, the Nagasaki port was ceded to 
the Portuguese, and these were the only foreigners allowed to trade with Japan (Cremer 1991: 35).

12 Some historians are of the opinion that it was in recognition for fighting the wako (Japanese) 
pirates (cf. de Jesus 1990, B.V. Pires 1991, Mesquitela 1996), while others claim that it was gifts 
and money given by the Portuguese traders that convinced and seduced the local mandarins (cf. 
Fok 1996, Wu 1999). 
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at the border to the Chinese for a very low price. In turn they paid double or 
triple of the normal price to obtain from us the daily necessary products like 
rice, pigs and chickens. That’s why everybody wants to trade with them. They 
don’t steal or kill anybody (…), which just proves that instead of harming our 
people they are benefiting them.

For the Portuguese, Macau was a good place to settle because it was sufficiently 
close to the trading city of Guangzhou; and its geography (a peninsula linked by an 
isthmus to the mainland) and the navigability of its waters made it a strategic place 
to defend from possible attacks. Much based on their experience of invasions from 
the North, Chinese Court officials believed that any attempt to seize land in China 
would be followed by others, so they consented to Portuguese military presence 
but only to the extent it served the purpose of repelling Japanese attacks along the 
Chinese coast. As long as the security of the Middle Kingdom would not be jeop-
ardized, Portuguese presence could actually serve as an insurance against Japanese 
invasions. Although despised in their ways and manners by the Chinese, the Por-
tuguese still managed to impress them with their weapons and military techniques 
(Fok 1996: 56). But despite the strategic importance of Macau in the expansion and 
defence of the far-eastern trading routes, the Portuguese military presence in Macau 
had to conform to Chinese imperial interests otherwise they would force the Portu-
guese out of the territory.

For the Chinese imperial court, the annual payment of the land lease to the em-
peror harmonized the Portuguese presence in Macau with the tributary system. Ma-
cau’s political formula came to celebrate a political and economic exchange, which 
suited both local and central Chinese authorities. Everybody seemed to be satisfied: 
to lease Macau to the Portuguese was a way of keeping them under control and to 
guarantee access to the foreign goods sought-after in China. But most importantly, 
Chinese imperial officials expected this arrangement would provide the means to 
get rid of the Chinese merchant groups that engaged in ‘illicit’ trade – outside impe-
rial control – with foreigners. The existence of Macau provided a good opportunity 
to control and prevent these groups to negotiate with the Portuguese without gov-
ernment or official sanctioning. Yet, in practice, Macau was sufficiently peripheral 
to allow that all trade conducted by the Portuguese went free from any intervention, 
except in the payment of the land tribute and the common gift rounds to the local 
mandarins, until the establishment of the Chinese customs post (see below).

The entrepreneurial spirit and persistence of Portuguese traders and navigators 
coupled with the perennial conflict between anti-foreigner government officials and 
more pragmatic lower-rank, provincial government officials – and the geographical 
distance between the two – allowed for the development of a small fishing village 
into a prosperous port-city in a relatively short period of time. The city of Macau 
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soon began to thrive on lucrative trade routes in East and Southeast Asia, growing 
autonomously from the Middle Kingdom into a cosmopolitan and religious centre 
on the shores of China. 

2.2.4. An early political triangle: Merchants, Mandarins and Missionaries 

The economic importance of Macau in south-coastal China was based on its stra-
tegic role in three main commercial routes: Guangzhou-Macau-Nagasaki, Guang-
zhou-Macau-Manila and Macau-Malacca-Goa-Lisbon. The prosperity of Macau in 
the early period owes to the Japanese trade segment, serving as the exclusive inter-
mediary between Chinese silk and Japanese silver.13 

Starting out from Goa, the annual ship – the nau – departed in April/May, 
with cloth, cotton, glassware and wines. In Malacca, part of the cargo would be ex-
changed for spices. Arriving at Macau, there was a stay from ten to twelve months 
necessary to obtain Chinese silks at the bi-annual sales at Guangzhou. The ship fi-
nally left for Japan around July with the southwest monsoon. The return journey was 
made with the northeast monsoon of October, arriving and remaining in Macau until 
March of the following year. In Macau the bulk of the silver was unloaded and used 
to pay for the purchase of the cargo of silk for the following year for the return trip to 
Goa. This is illustrated by the following account by a Portuguese chronicler in 1635:

Of the voyages which are made from this city of the Name of God, it is clear 
that the chief and most important is that of Japan, (…) taking ten to twelve 
days on the outward voyage, and eight to ten to return (…) By staying in Ja-
pan for about a month, a market is secured for all these commodities, which 
include, in addition to silk, much gold, China root, (…) much camphor, many 
gold lacquered cabinets, all of which is exchanged for some of the mass of 
natural silver there is in Japan.14

The most detailed account is given in Gunn (1996: 20-21):

The Chinese Mandarin levies anchorage dues on each ship from the captain, 
and the merchants have nothing to pay except the freight on their cargoes. No 
manufactured goods or textiles are made within the city limits, but everything 

13 There was no competition at the time from other European powers, until the Dutch conquest 
of Malacca in 1641, a few years after the expulsion of the Portuguese from Japan in 1638.

14 A. Bocarro, quoted in Pereira (1995: 55), m.t.
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required for these voyages must be brought from Canton [Guangzhou] with 
junks and other vessels. For this purpose two large fairs are held there annually, 
at which season several merchants are nominated to go and buy there, both for 
themselves, as on behalf of others, and to order in time for delivery at the next 
fair, such goods as may be required (…) When the Portuguese arrive off Can-
ton, whence they go to the viceroy [mandarin] bringing him a present which, in 
accordance with ancient usage is never less than 4,000 (silver taels), and some-
times more. This is solely to obtain permission to trade freely. When this is ob-
tained they advance money to the Chinese merchants to enable them to prepare 
the weavers, looms and other gear, and in this manner they order as much as 
they want. They go again to the viceroy to ask permission for the feira [market] 
to be held which must likewise be accompanied by another substantial gift.

Thriving economically from the profits of the Japanese trade and on its exclusive 
international entrepôt role in coastal China, Macau became social and politically 
more complex. From historical accounts such as the ones above, one can infer that 
in the sixteenth and seventeenth centuries a very prosperous society flourished in 
the territory. The Portuguese socio-cultural influence grew through the Church and 
through a creolized group – the Macanese – the offspring of intermarriage of Por-
tuguese merchants and sailors with Malay, Indian, Japanese and Chinese women.15 
The Portuguese who came in the ships were exclusively male, and if not priests, 
they would usually bring women from the various places were they traded. Histori-
cal sources referring to this period mention a wealthy merchant elite and a creolised 
society, with ‘just one woman in Macau that was born in Portugal, others are Indian, 
Malay or Chinese, rich in dress and custom.’ (Gunn 1996: 65-68).16 Among the 
Portuguese, there were essentially three groups: sailors, high rank ship officers and 
traders - ‘the wealthy men that conducted the voyages to Japan, Manila, Macassar 
and Timor’ (Mesquitela 1996: 66) - and missionaries from a different number of 
religious orders. A Portuguese chronicler wrote in 1637 of a class of Chinese Chris-
tian interpreters – jurubassas – new converts who were close to the religious orders 
but somewhat apart from the overall Chinese community (cf. Fok 1996 and Pereira 
1995: pp. 55-59). However, the Chinese already constituted the largest workforce 
in seventeenth-century Macau. These were mainly fishermen or ‘boat people’, but 
they also developed complementary services like woodcutting, brick layering or 
shipbuilding, and also several prosperous Chinese shops in Macau, despite residen-

15 Chinese women that cohabited with the Portuguese were usually domestic slaves or prostitutes 
(Gunn 1996: 65).

16 See also Boxer 1948 .
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tial restrictions imposed on them (cf. Pereira 1995: 57-59). This shows that the Ma-
cau merchant elites would gradually become more diversified; not only Portuguese 
merchants, ship-owners and risk-takers but also Chinese shop-owners and artisans, 
especially in the flourishing silk business (Gunn 1996: 67). 

Macau had also become a vital base for evangelization groups operating in 
the Far East, attracting priests from various orders and countries, who were sent 
on missionary expeditions first to Japan, and later into China. The Catholic Church 
was heavily present in Macau, across the whole landscape, which today is still vis-
ible in the large number of churches. Several religious orders had permanent repre-
sentation in Macau: Franciscans, Dominicans, Augustinians, but foremost were the 
Jesuits (Teixeira 1991: 44). The Jesuits had privileged links with the merchants, and 
their richness and opulence can still be captured in the ruins of St. Paul’s Cathedral 
in Macau. Jesuit activities ranged from evangelization to diplomacy, translation 
and education. They were the ideologists of Portuguese trade expansion and were 
heavily criticized by other religious orders on their easy adaptation to the Chinese 
custom, which made their reputation of ‘heretic order’ grow parallel to suspicion 
of collaboration with the Chinese authorities outside the political domain of the 
Portuguese merchants (Teixeira 1991: 45). In the first centuries of the Portuguese 
occupation of Macau, Jesuit presence and influence extended beyond their religious 
activities. They played an important role as translators and diplomats, and their 
growing influence at the imperial court in Beijing set them apart from other reli-
gious orders, and thus they were a vital asset in negotiating and solving all kinds of 
disputes with the Chinese Mandarins. 

In the meantime, the profits from the Japanese trade enabled the development 
of a financially self-sufficient community in Macau, with its own administrative 
structures and political institutions. The Macau of the sixteenth and seventeenth 
centuries thus became an important religious and commercial centre in East Asia, 
where a Portuguese merchant-military class and an elite group of missionaries gath-
ered sufficient financial and military means to create and sustain political mecha-
nisms and institutions to rule the city. 

2.2.5. Split jurisdiction: the Loyal Senate and the Chinese Customs Post 

Macau’s inclusion in the vice-kingdom of Goa meant that the Capitão-mor, the 
Portuguese Commodore of the main nau (trading ship) was vested with the high-
est political authority and with the monopoly over the trade conducted annually 
with Japan. In the early days, during the stays in Macau for the commerce with 
Guangzhou, the Capitão-mor was assisted by a Council comprising of his Capitão 
de Terra (Land Commodore), the Ouvidor (a type of judge) and four merchants. 



REGIONAL INTEGRATION AND DIFFERENTIATION IN A GLOBALIZING CHINA

– 74 –

As commerce expanded and attracted a greater population, the council grew into a 
slightly more complex structure, the Leal Senado - Loyal Senate. Since its inception 
in 1583 and until the late eighteenth-century, the Senate was the dominant political 
institution, which foresaw and created complementary ties and institutions with the 
Chinese authorities in Guangzhou (Pereira 1995: 79). 

The creation of the Loyal Senate began a period of ‘plutocratic governance’ 
(Sousa Santos 1998) in which Macau was ‘ruled by juntas of the wealthiest mer-
chants concerned with the Japanese trade’ (Gunn 1996: 36). They managed to imple-
ment a somewhat independent governmental regime, but who continued to affirm 
their loyalty (therefore the name) to the Portuguese king17. The Senate was a very 
complete and representational structure, endowed with wide judicial and adminis-
trative powers. Elections for the Senate took place every three years, drawn exclu-
sively from the Portuguese population, composed mainly of soldiers, merchants and 
priests. It took care of urbanization and municipal administration, treasury issues, 
arbitration issues and, last but not least, it was officially in charge of the relations 
with Chinese officials. It was presided over by a Bishop and the Commodore (or 
in his absence the land commodore), and comprised of two judges (ouvidores), 
three counsellors (vereadores), who usually were merchants, and the Procurador. 
The Procurador was in charge of the relations with the Chinese officials and ad-
ministered the Procurada: a small public security force, simultaneously customs 
superintendent and treasurer. In 1584, the Procurador was granted with the grade 
of 2nd class Mandarin with jurisdiction over the increasing Chinese community in 
Macau, which is illustrative of the Chinese ackowledgement and recognition of the 
Portuguese presence in Macau (Gunn 1996: 43). 

The Loyal Senate was also a self-financed institution. Macau’s finances com-
prised of taxation based on an assessment of the ship’s cargoes, taxation which had 
to be paid in kind. The rates were fixed annually, and customs duties reverted to 
Macau’s treasure, or ‘civil fund’, which served to pay the land lease, to keep the 
artillery, the clergy, gifts for the Chinese authorities and a share for the Commodore 
himself. Voyages to Japan could only be made by those nominated by the Loyal 
Senate, which became in fact the main undertaker of the voyage monopolizing all 

17 In 1580 Portugal had been annexed to the Spanish kingdom. The King of Spain was the next 
in kin to the Portuguese king Sebastiao, who had died before producing an heir. In practice, 
Macau was sufficiently far away to escape the growing influence and interference of the 
Spanish interests in this part of the world. Despite the political situation in Europe and the 
decline of Portuguese maritime trade, the situation in Macau remained basically unchanged 
for a long period of time. According to historian Wu Zhiliang (1999), the ‘double loyalty of 
Macau’, towards the king of Portugal and the Chinese emperor was pragmatically used and 
shifted in response to political developments in Portugal and China (Wu 1999: 84-92). 
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the trade with Japan. The influence of the Church assured the inclusion of mission-
aries on these trade expeditions. 

 However, when the Manchu dynasty (Qing) replaced the Ming in 1644, 
there was a movement towards increasing Chinese intervention in Macau’s affairs, 
especially through the creation of a Chinese Customs Post within the city’s walls. 
The Portuguese in Macau swore loyalty to the Manchu emperor in 1651, but the 
pressure had mounted at the court to keep a closer eye on them in Macau (cf. Fok 
1996: 116-118, Mesquitela 1996). In the absence of a permanent Portuguese am-
bassador in Beijing, Jesuit priests conducted several diplomatic missions, between 
1657 and 1670, in which they were successful in interceding for the preservation of 
Portuguese rule in Macau, its trade and religious missions (Pires 1991: 15). 

In 1688, the Chinese customs post (hoppo) was established inside the city 
walls, with a permanent representative granted with judicial powers. This move 
constituted a challenge to the Senate’s exclusive role in overseeing Macau’s politi-
cal and economic affairs. There was a reinforcement of military personnel on the 
Chinese side of the gate, and Qing interdictions on foreign trade were extended 
to Macau, with increased taxes on the traded goods (Pereira 1995: 19). In 1732, a 
second hoppo was introduced and a specially appointed Mandarin came to live on 
the Macau side of the gate. The main function of the imperial officials stationed in 
Macau was to control and administer the growing Chinese population, and those 
who dealt with foreigners, mainly Guangdong merchants (Pereira 1995: 22). 

At this point, relations between the imperial and the Portuguese authorities 
became no longer restricted to the collection of land and trade taxes. In 1744, an 
imperial decree ordered that the Chinese population in Macau should be under im-
perial jurisdiction. This meant that in cases of felony, the court would be presided 
by a high-rank mandarin, and not by Portuguese authorities (Pereira 1995: 22-23). 
In 1749, another decree forbade the construction of public buildings like churches 
and fortresses without previous mandarin authorization, and a year later the prohibi-
tion of Christian practices in China was extended to Macau (Pires 1991: 11). Sev-
eral churches were shut down, although the prohibition applied only to the Chinese 
population (Pires 1991: 11).

This series of measures illustrate a growing trend of imperial interventionism 
and the fading away of the arrangement that characterized the situation under the 
Ming – paying the land lease in exchange for political exclusiveness over Macau. 
Despite these efforts to re-assert and reinforce Chinese imperial power over Macau, 
in practice, the rules and demands were in fact an extension of financial extortion 
(Gunn 1996:46). This meant that, for every new church, house, street or ship built 
in Macau, the Mandarin had to be persuaded to approve the project. All these re-
strictions gave the powers of the Senate a considerable blow, gradually depleting its 
finances. Portuguese presence in Macau (including traders and missionaries) con-
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tinued to be tolerated, but only to the extent of their cooperation with the imperial 
authorities. 

2.2.6. The influence of Guangzhou in Macau’s trade 

During the Qing period, Chinese maritime trade increased, outgrowing the frame-
work of the tribute system. According to Fairbank (1989: 255), two great commer-
cial interests expanded in this period: the trade of Chinese merchants with Southeast 
Asia and the European trade in Guangzhou. 18 The expansion of Chinese merchants 
in Southeast Asia was carried beyond the old forms of tribute, and thus in order 
to regulate this trade, Qing officials used an old traditional device: they appointed 
merchant firms – hongs – to be the licensed brokers, reponsible for the conduct of 
trade (Fairbank 1989: 255). Chinese traders had led the way in expanding beyond 
the tribute trade system and the Westerners merely moved in the channels they had 
created (Fairbank 1989: 255).

After being virtually shut down to foreign trade during the last century of Ming 
rule, the Qing rulers decided to re-open Guangzhou to direct trade with Europeans 
in 1685 (cf. Ferreira 2002: 148-179). Guangzhou flourished and prospered under 
the early Qing Empire, cementing the political and economic ties with Macau, while 
the Portuguese traders were loosing out to other Europeans (from Holland and Great 
Britain) the exclusive right to trade with China.19 The Chinese merchants that han-
dled the European trade at Guangzhou were organized under a licensed monopoly. 
This meant that the imperial government had appointed and licensed thirteen hongs, 
by giving them the monopoly of Western trade. In 1720 all the thirteen hongs of 
Guangzhou came together to form a large association – the Cohong (Ferreira 2002: 
151). The Cohong assured the exclusivity of the hong transactions against their 
contribution (of 200,000 silver taels) to the local and central imperial authorities. 
It functioned as a regulatory mechanism, licensed by and responsible to imperial 
officials, leaving no room for private enterprise (Fairbank 1989: 255). The Cohong 
members enjoyed all commercial privileges and the organizational structure of the 
hongs became more complex. By the end of the eighteenth-century, each hong in 
Guangzhou had a number of foreign agencies: Portuguese, British, French, etc, that 
could only operate outside the city walls.20 

18 Also known as the Canton trade (cf. Fairbank 1989: 254, Ferreira 2002: 150-153)
19 For a discription of the seventeenth-century British economic expansion in China in the 

context of Portuguese-British relations, see P. Borges Ferreira 2002, pp.75-141 
20 The mandarins had to supply facilities where the foreigners could do their commercial 
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Until the Opium Wars in the 1840s, Macau had an important role in the 
Guanzhou trade, and even reproduced some of its patterns on a smaller scale. 
Commercial activities were almost entirely in Chinese hands, through local shop 
owners and an elite group of Chinese compradors, each of them heading a trading 
house, which served in fact as commercial branches for large trading houses from 
Guangzhou (Ferreira 2002: 163).21 All foreign ships heading to Guangzhou had to 
first stop in Macau, where taxes were collected, both by the Portuguese and Chinese 
authorities. Upon arrival they negotiated with a local comprador, who supplied a 
pilot and a translator, who were also members of the hongs. Although based in 
Macau, the comprador acted on behalf of one of Guangzhou’s hongs, by granting 
the foreign ships with the necessary credentials to trade in China (Ferreira 2002: 
163). 

At the turn of the eighteenth to the nineteenth century, the resentment of 
European traders grew, especially among the British, who had no means to compete 
with the hongs, protected as they were by the Chinese bureaucracy. Until then, the 
relations between Europeans and China had been relatively easy, mostly handled 
by trading companies and not by sovereign governments, rarely raising questions 
of equality between states. With the British expansion at its height, ‘Guangzhou 
had been drawn into world trade, though the Chinese empire remained unaware 
and politically cut off from it’ (Fairbank 1989: 256). In their endeavours to abolish 
the Cohong, the British traders soon brought in the army and the already tense rela-
tions with the Chinese imperial authorities quickly escalated into an armed conflict, 
known as the Opium Wars. 

2.2.7. The impact of the Opium Wars  
and the shift towards unilateral colonial rule in Macau

The trade in opium had flourished since the early 1700s, when China’s demand 
for opium from Bengal rose to proportions which ‘had contributed greatly to the 
financial crisis of the Qing government’ (Gunn 1996: 57). This lucrative trade had 
been developed through Portuguese and Chinese commercial networks, in which 
the Portuguese transported the opium from the Indian port of Daman to Macau, 

transactions. These foreign agencies were in fact warehouses rented to hongs, with consent 
from Chinese authorities (cf. Ferreira 2002: 151-158).

21 Most of the goods traded by local shops and large trading houses in Macau came from all 
parts of Mainland China, from food and staple goods to manufactured and processed products 
(c.f. Ferreira 2002 :160-165, Pires 1991:10-13).
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from where the cargo would be smuggled by Chinese traders into Guangzhou and 
Ningbo (Gomes Dias 2004: 25-29). 

The competition from British trading fleets intensified in the early 1800s as 
they would bypass Macau and anchor their ships directly in those ports to sell their 
cargo. The British ignored imperial trade restrictions and tried by all means to im-
pose and expand their commercial interests beyond the limits imposed by the Chi-
nese authorities. Since the Chinese were not interested in any form of trade besides 
what was already stipulated, in face of ever-growing British demands, in 1839 they 
closed the Guangzhou trade and expelled all foreigners, marking the beginning of 
the first Opium War. British military power achieved the first victory in 1842, and 
through the Treaty of Nanjing, the British colony of Hong Kong was established. 
The British, however, wanted to have the monopoly of opium trade from India into 
China. The growing attacks on Western interests and the blockade in Guangzhou 
prompted British and French expeditionary forces to go into Beijing in retaliation, 
marking the beginning of the second Opium War. In 1860, following the Chinese 
military defeat, the British finally ensured the monopoly of the opium trade from 
India to China. A system of treaties was put in place between Western powers and 
China, which would be considered ‘unequal’ by the Chinese rulers, and a result of a 
‘humiliating military defeat’ (Pereira 1995: 36). 

The escalation of the military conflict between the British and the Chinese 
compromised Macau’s authorities and placed them in a delicate position. On the 
one hand, the British were displeased by the fact that the Portuguese in Macau 
allowed for Chinese war junks to be stationed in the city’s harbours (Gunn 1996: 
61). As the old alliance treaties between Portugal and Britain were called upon for 
mutual defence in case of Chinese aggression, the terms of the debate, in Macau and 
in Lisbon, included those who favoured continuing the sufferance before Chinese 
authorities and those who favoured asserting once and for all exclusive sovereignty 
over the territory. Facing increasing competition from other European powers in the 
East Asian region, such as Holland, Britain and France, Portuguese ‘enlightened’ 
rulers changed their foreign policy, creating a move towards claiming ‘incontestable 
sovereignty rights’ over all overseas colonies and possessions (Pereira 1995:29).22 
Back in 1793, the Providências Régias de D. Maria (Queen Mary’s Royal Provi-
sions) had given a considerable blow to the powers of the Macau Senate. These 
provisions, or decrees, foresaw the appointment of a Governor who should cut, 
instead of maintain, the diplomatic and commercial ties with the mandarins (cf. 
Pereira 1995). Part of the plan was to build and maintain a Portuguese militarized 

22 The author refers the Portuguese Constitution of 1822, following the French invasion and the 
liberal wars of 1820-22.
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defence in Macau, which would follow orders from the Governor, instead of from 
the Senate. The Governor acquired veto powers over the Senate’s decisions and 
annexed the Procurada to his office in the attempt to escape the Mandarin’s influ-
ence. Finally, the public finances fell under the Governor’s direct superintendence: 
the Governor’s Cabinet, which concentrated political, judicial and military powers.

Tensions mounted between a reformed Portuguese colonial administration and 
Qing government officials. In the aftermath of the Opium Wars, the Governor ap-
pointed to Macau - Ferreira do Amaral, in office between 1844 and 1849 – decided 
to seize the momentum to declare exclusive sovereignty over Macau against the 
interests of the defeated Qing, though Portugal had not taken part in the conflict. On 
Amaral’s orders, the Mandarin and his officials were expelled, the Chinese Customs 
Houses were destroyed and Macau was declared a free-port (cf. Wu 1999: 181-205). 
Ferreira do Amaral was the first Governor to refuse to pay the annual land lease, and 
stationed permanent garrisons not only at the Gate, but also on Lapa and Montanha 
Islands, which would be claimed back by China with the treaty of 1887. The final 
blow came when he dissolved the Senate, accusing it of political submissiveness to-
wards the Chinese authorities, shortly before he was assassinated by a local Chinese 
baker in 1849 (cf. Pereira 1995: 34-36, Wu 1999: 205). 

Apart from the assassination of Amaral, the Chinese authorities did not retali-
ate against the new measures. The sovereignty question seemed to matter far more 
to Portugal because the Portuguese did not want to loose face on the European stage 
and wanted to impress other Western powers with claims or interests in China. The 
British, on the other hand, were interested in avoiding and suppressing all opium 
trade outside their monopoly, preferably with the support from Macau’s authorities. 
The proclamation of Macau as free port – between the Opium Wars – in practice 
meant that, instead of paying taxes to the Chinese Customs Post, all trade in Macau 
paid taxes to the British-controlled Chinese Imperial Maritime Customs, which in 
1865 operated a local branch in the territory employing around 800 people (Gunn 
1996: 66). For different reasons, Portuguese colonizers and the local Chinese trad-
ers were not pleased with this situation, since they faced losses in trade revenues as 
the British wanted to monopolize all trade with China. Meanwhile, within the war 
context, the trade relations between Macau and the Mainland had declined, and the 
unilateral declaration of sovereignty did not contribute to improve the already frag-
ile economic situation in Macau. These factors combined led to a slight shift in the 
Macau governor’s policy. In the face of growing economic disadvantage vis-à-vis 
Hong Kong, the Governor sought to re-open diplomatic channels with the Qing to 
negotiate bilaterally over Macau’s trade situation.23 

23 Isidoro de Guimarães, through the never ratified treaty of commerce of 1862 (cf. Pereira 1995).
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In 1887, the Treaty of Friendship and Trade – the Beijing Treaty – was ratified, 
in which China indeed recognized Portuguese perpetual administration of Macau 
and the delimitation of its borders. Since then, all Portuguese constitutions have 
treated the Macau question with the Treaty of Beijing as the legal base.24 The Bei-
jing Treaty committed Portugal to not ‘alienate’ or leave Macau without China’s 
previous consent or negotiations. The Chinese in turn required a special convention 
regulating opium trade between Macau and China, noting that in return for their 
perpetual administration of Macau, the Portuguese should co-operate in control-
ling smuggling networks and in sharing the revenues of the opium trade with the 
Chinese authorities (Wu 1999: 229). This meant that from then onwards, there were 
attempts by the Qing authorities to re-introduce a Chinese customs post, which was 
promptly rejected by the British. The Hong Kong British at the time invoked fre-
quently Ferreira do Amaral as a ‘national hero who had succeeded in expelling once 
and for all the Chinese hoppo (or Customs house).’ Accepting the Chinese proposal 
would be ‘to cast an insult to the memory of a hero for free trade principles (…)’ 
(Gunn 1996: 68). Macau’s struggle for political and economic survival in face of 
growing British Imperialism mainly affected the Portuguese colonial government, 
which was constantly under pressure either from the British or from the Qing au-
thorities.25 

Meanwhile, as the Portuguese colonial government became more isolated 
from Chinese authorities, but more dependent on the Hong Kong British, there was 
a sudden increase in migration flows from China into Macau. The population grew 
exponentially in Macau and Hong Kong especially during the Taiping Rebellion 
(1860s) and the Boxer Rebellion (1900s). In China, the growing resentment to-
wards foreigners, especially Europeans, and towards those who traded with them, 
reached a peak during these rebellions. Southern Chinese merchants and officials 
alike were the usual suspects for conspiring against the Qing. Pushed out by po-
litical and economic turmoil, many Chinese traders and entrepreneurs enlarged the 
flow of Chinese migrants into the colonies of Macau and Hong Kong, either as 

24 The Portuguese would only brush aside this treaty in the 1986 negotiations for the reversion 
of sovereignty. China, on the other hand, has kept its own interpretation about the status of 
Macau, which notably prevailed in 1971 when, while acceding to the UN, China managed to 
ensure that Macau, Hong Kong and Taiwan could never join the organization independently. 
Just as a curiosity, the statue of Ferreira do Amaral in Macau was, on Chinese insistence, 
removed from its location in 1993.

25 Despite the unilateral affirmation of sovereignty over Macau, the Portuguese governor still 
maintained some communication channels with the Qing, albeit unofficially, using one of 
Macau’s Chinese temples to send one of his trusted representatives to meet the Chinese 
Mandarin (Documentary by João Guedes, Macau, 2003-04).
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stop-over to other destinations or as a permanent base to settle. The Chinese popu-
lation of Macau increased substantially, bringing with it a new wave of wealthy 
entrepreneurs – a cultural and economic elite from the southern regions, notable for 
its political resistance to the Qing rulers. The wealth and social influence of these 
Chinese businessmen and intellectuals, and their organizational capacity, according 
to ethnic, family and clan ties and to business sectors and activities, generated what 
Gunn calls the ‘first wave of modern Chinese capitalists in Macau’ (1996: 79). 

2.3. The development of Chinese businesses  
and organizations in colonial Macau (1800s – 1940s) 

Since its early days, Macau had been an attractive destination for both merchants 
and manual workers from China. The local Chinese community was divided in 
two main groups: a few wealthy merchants – mostly tea and silk traders – and a 
large group of low and semi-skilled workers like fishermen, coolies, bricklayers, 
carpenters and silk artisans and craftsmen (Gunn 1996: 80-88). When Macau’s 
importance as a European port in Far-Eastern trading routes declined – especially 
with the British colonisation of Hong Kong – Chinese merchants who were estab-
lished in Macau started gaining a leading economic role. This was because of their 
trading links to the Mainland and also because they brought low-skilled workers 
from across the border. 

The history of Macau’s Chinese entrepreneurship tells a story of capitalist 
development, which originated in China during the early Qing period, when the 
role of regional Chinese merchant networks was preponderant in the organization of 
commerce (Hamilton and Chang 2003).26 From the mid-nineteenth century up until 
the transition, the Macau Chinese business elites were the main architects in the 
development of state-business relations. They have been key players in this evolu-
tion because, not only have they infused the territory with economic dynamism, but 
they also came to play a crucial role in later political developments affecting both 
Portuguese and Chinese interests in the territory. 

26 These authors argue that there are significant parallels between the organization of the late 
Chinese imperial economy and the organization of a modern capitalist economy in China . 
These parallels are understood as having emerged from similar structural conditions con-
fronted by Chinese entrepreneurship, such as centralized authority structures and localized 
relations between the entrepreneurs and local bureaucrats (Hamilton and Chang 2003: 176).
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2.3.1. Colonial Economy and the development of Chinese businesses 

In the first half of the nineteenth century, Macau’s decline in commercial impor-
tance vis-à-vis Hong Kong turned it into a transhipment harbour for British trade, 
with links to an underground economy made up of opium, prostitution and coolie 
trading networks.27 In spite of the increasing British control over the opium trade 
between India into China, Macau was still a main re-export centre for Indian opium 
from the Portuguese territories of Goa and Damao. Either directly from these ter-
ritories or via Hong Kong, the amount of opium that passed through Macau in the 
first half of the nineteenth century provided the principal source of the territory’s 
revenue (Gomes Dias 2004: 41).

The loss of the exclusive entrepôt role was not damaging for Macau’s Chi-
nese traders, quite on the contrary; in the context of war and political conflict be-
tween China and Western powers, Macau’s trading houses, previously included in 
Guangzhou’s trading system, dealt now independently in the territory. Against the 
tense political climate between the Macau government and the Chinese Empire (see 
previous section), Chinese merchants flourished in regional trade activities such as 
the lucrative re-export of opium and sandalwood into China. They also gained a 
decisive role in local trade, by supplying rice and basic foodstuffs to an isolated and 
increasingly dependent Macau.28 

In the second half of the nineteenth century, the fusion of industrial concepts 
from the West with the Chinese manufacturing tradition created new social and 
economic conditions in cities where Western influence was strong, like Shanghai, 
Guangzhou, and of course Macau and Hong Kong. It was in places like this that a 
Chinese proto-industrial class emerged, abundant in capital and in trading skills. As 
the old industries of silk and tea met new social and economic conditions, Macau’s 
old and new Chinese entrepreneurs were pushed to expand into areas in which up 

27 Even if short-lived, the coolie trade was an important branch of Macau’s economic activities 
until the 1870s. Reaching its peak around 1850, the coolie trade consisted in the transport of 
Chinese labourers to North, Central and Latin America. The coolie brokers were usually local 
Macanese or Portuguese small entrepreneurs, but who were part of an international network 
controlled by a multinational shipping armada composed of English, Spanish, French, 
Peruvian and Dutch (Gunn 1996: 73). The coolie trade is one of the first cases in which the 
colonial government actively intervened, increasing control through medical checks and 
introducing a licensing system for coolie recruiting agents. Public condemnation of these trade 
activities was followed by the Governor’s prohibition in 1874, since this trade brought no real 
prosperity to the territory, besides being morally offensive.

28 The development of communications and transportation infrastructure in Macau, with the 
support of British capital, was one effect of Macau’s growing economic reliance on Hong 
Kong during this period (cf. Gunn 1996 and Wu 1999).



ChapTer 2

– 83 –

until then they had only traded (Cremer et al. 1991). Tea and silk entrepreneurs from 
Guangzhou and Shanghai had a long experience in dealing and trading with West-
erners; those who settled in Hong Kong and Macau would later establish the first 
manufacturing ventures in these territories, processing tea and producing firecrack-
ers and incense for export markets. The development of small-scale manufactures 
was dependent on international trade links, but at the local level, they stimulated a 
constant inflow of workers coming from the Mainland. All these conditions con-
stituted the base of Macau’s early export-led proto-industrialization, in which the 
existence of cheap labour and a minimum industrial infrastructure would enable 
diversification towards the production of a wide range of textile and garment goods, 
one hundred years later.

The tea processing, silk and fireworks industries became very important for 
Macau because they generated employment to an expanding population. At the turn 
of the nineteenth to the twentieth-century, the majority of Macau’s labour force 
was constituted either of boat people (fishermen and their families), coolies or low 
skilled manufacturers and semi-skilled craftsmen (Gunn 1996: 88). Excluding fish-
ermen and coolies, local labour was organized around commercial guilds, along 
traditional ‘employer-worker’ ways of dealing, and attempts of labour organization 
were virtually non-existent in Macau during this period.29 Around 1900, Macau 
counted some fifteen factories exclusively set up with Chinese capital, processing 
tea and silk for European markets (Gunn 1996: 93). There was no involvement 
of Portuguese ships or merchants in the trade of these products, or any participa-
tion in the financing and production processes of these local small-scale industrial 
ventures, except a registration and licensing system for the establishment of those 
manufactures within the city’s limits (Gunn 1996: 95). The largest share of the tea 
and silk trade was retained in Hong Kong from where processed products were 
exported to the world. 

2.3.2. Early Commercial Associations

In the mid nineteenth-century, the existence of a local and wealthy Chinese entrepre-
neurial class was identifiable through the existence of forty commercial associations 
registered in Macau, many of them with branches in other parts of China, and also 
in Siam, Singapore and the Malay Peninsula (Gunn 1996: 84). These commercial 

29 Later reinforced with the transplantation of Estado Novo policies applied in Portugal after 
1933, which expeditiously tried to suppress any form of labour unionization in all colonies, 
including Macau.
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associations brought together the old trading houses (casas comerciais), local manu-
facture owners and shopkeepers. The owners of the trading houses, most of them 
with origins in Guangdong province and most of them resident in Guangzhou, 
formed the core of these associations. They likewise much resembled the Cohong 
system in which the wealthier merchants, representing some or all business branches 
and sectors of retail shops, formed the board of the associations. Since the manufac-
turing sector was still very small, the few existing manufactures were usually prop-
erty of the larger trading houses. The workers were organized around specialized 
guilds of shipbuilders and carpenters, and those involved in the processing of tea and 
tobacco, incense and firecrackers were incorporated in the respective trading houses.

Chinese commercial groups in Macau had reproduced trading patterns that 
had existed for long in Guangzhou, but it was in the period between 1850s and the 
1910s that the traditional guilds and trading houses were modernized and infused 
with political motivation. They gradually converged into broader institutions, which 
resembling the Cohong, controlled local businesses and facilitated means of social 
organization under the colonial system. The establishment of Chinese entrepreneurs 
in nineteenth-century Macau and their organizational capacity expressed through 
the creation of several associations – of pawnbrokers, bankers and silk and tea mer-
chants, all dully registered by 1909 – re-shaped commercial relations between China 
and Macau. Traders and wealthy entrepreneurs became more organized through 
local associations, and gradually acquired social and political influence in the terri-
tory, based on the success of their trade activities with the Mainland.30 

These business associations maintained political connections not only with 
Macau’s colonial government but also with successive Chinese governments – 
from the Chinese revolution of 1911 to the proclamation of the People’s Republic 
of China (PRC) in 1949. After the Chinese Revolution in 1911, some of Macau’s 
most influential Chinese organizations were established: the Macau Commercial 
Association (also known as Macau Chamber of Commerce) in 1912, the Tong Sin 
Tong Mutual Assistance Association in 1916 and the Kiang Wu Chinese Hospital 
Association in 1918.31 Throughout times of war and political convulsion in the 
Mainland, these associations rapidly became important platforms of social and eco-
nomic mobilization in Macau. They were constituted by elite Chinese businessmen 
who shared goals of occupying social and economic areas left unattended by the 
colonial administration. The Kiang Wu Hospital Association and the Tong Sin Tong 

30 One important aspect in the development of this Chinese comprador capitalism, was the lack 
of an equally organized labour force, which because of Macau’s incipient industry, would only 
take shape much later in the 1970s and 1980s. This is discussed in more detail in Chapter 6.v

31 The Hospital itself had been established in 1871.
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Association, funded by Chinese private entrepreneurs, were (and still are) the main 
charity associations providing social assistance to Macau’s Chinese population. 
An ex-government official in Macau described these welfare networks as typical 
Chinese traits, in his own words, ‘rich Chinese who do not make charity, do not 
deserve respect.’32

2.3.3. Growing influence of Chinese business elites over  
the colonial administration in the interwar period (1911-1949) 

In Macau, local Chinese elites gained considerable ascendancy in the years imme-
diately before and after the Chinese Revolution of 1911. Their political motivations 
were far from incipient and from that point onwards, local business organizations 
would have an important role to play in local and regional political developments by 
gathering support and channelling funds into Chinese political movements – before 
1911 to overthrow the Qing, and later to expel the Japanese during the 1931-1945 
occupation. 

Before the 1911 Revolution, which overthrew imperial rule in China, Macau 
had been a safe haven for businessmen, rich entrepreneurs, political activists and 
intellectuals, who took advantage of Macau’s colonial situation to ‘conspire’ against 
Qing rule or to simply maintain and expand business activities.33 The population of 
Macau was growing and new ways of organizing emerged out of this particular co-
lonial safe-haven context. Triad-supported organizations such as sports and martial 
arts associations had existed for a long time gathering all quadrants of the anti-Qing, 
pro-Ming resistance (Gunn 1996: 69). However, they gained a new impetus with 
the pro-Sun Yat Sen movements, which found their way not only into several secret 
societies but also into local commercial associations and workers’ guilds (Guedes 
1991: 77-83). 

Meanwhile, on the other side of the globe, Portugal was experiencing its own 
republican revolution, leading to the fall of the monarchy in 1910. In the 1911 Por-
tuguese constitution, Macau was referred to as a ‘Portuguese province, whose status 
is in conformity to the 1887 Treaty’ (Pereira 1995: 55). The Portuguese promptly 

32 Interview with Garcia Leandro, Lisboa, April 2003.
33 Among these political refugees was Sun Yat Sen, who would become the first Chinese 

President in 1911. After a failed attempt to seize Guangzhou, he escaped to Macau in 1895. 
Until the Republican revolution, he was active in gathering political and financial support for 
the overthrowing of the Qing emperor, while working as doctor (being one of the founding 
members) in Macau’s Kiang Wu Hospital.
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did not encounter any strong or organized opposition threatening Macau’s colonial 
status, although the validity of the 1887 treaty had been questioned in Guangzhou’s 
political circles (Wu 1999: 286). Despite their colonial status, Macau and Hong 
kong had been important centers in gathering political support and financial means 
to overthrow the Qing. Both the British and the Portuguese feared that the treaties 
would be abolished by the Chinese republican government. However, the siding of 
the Portuguese administration with the Chinese progressive forces gave them some 
credit in the first years of Sun Yat Sen’s Republic, who was personally grateful to 
the Macau Governnment for having refused to hand him to the Qing authorities 
back in 1896 (Wu 1999: 284).

The republican government of Sun Yat Sen soon became the stage of domestic 
political and ideological struggle and in 1924, during the first congress of the Chi-
nese Nationalist Party (the Guomindang) a campaign was launched to abolish the 
unequal treaties with European powers and to reclaim all foreign territorial rights in 
China (Pereira 1995: 57). Despite the radicalization of Chinese political and ideo-
logical discourses, in 1928, Portugal and China ratified in Nanjing a new treaty of 
friendship and commerce, which contained no explicit reference on the question 
of sovereignty over Macau, but which imposed new tariff regimes on commercial 
exchanges between Macau and China (Pereira 1995: 57). The treaty entailed mutual 
recognition between the two states and their respective (nationalist) governments 
but it was short lived, due to the Japanese invasion of China and the following civil 
conflict that would break out between nationalists and communists. 

After the 1926 military coup which installed a dictatorship under Antonio 
Salazar34, the Portuguese government renewed efforts to consolidate its presence by 
increasing political and social control methods in all colonies, including Macau. In 
1930, the implementation of the Portuguese Colonial Act resulted from the restruc-
turing of Portuguese foreign policy regarding its colonies. It considered Macau an 
integral part of the Portuguese Colonial Empire, and thus subject to the same politi-

34 António de Oliveira Salazar (1889-1969), Professor of Economics at the University of 
Coimbra, was appointed Minister of Finance of the Portuguese Government, after the coup 
d’ètat by the military in 1926. He was offered the premiership (President of the Council of 
Ministers) in 1932 and held it for thirty-six years, becoming the dictator of Portugal. Salazar 
was probably the only European dictator who came to power, not by means of military 
struggle or popular acceptance, but by invitation. He created the ‘Estado Novo’, through 
the constitution of 1933, inspired by the Italian corporatist model; reasserted the status of 
the colonies as Portuguese overseas provinces and re-organized Portuguese society along 
conservative, corporatist and colonialist lines. He withdrew from the premiership in 1968 due 
to illness and died less than a year after abandoning office, entrusted to his chosen successor, 
Marcello Caetano.
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co-administrative structures supervising all Portuguese provinces. It also stipulated 
that the rights and interests of the metropolitan regime should be taken into account 
first in the elaboration of the territory’s economic schemes (Pereira 1995: 54-55). 
In 1933, the Portuguese government in Macau started an annual survey (yearbook) 
which identified and assessed leading commercial and industrial associations and 
individuals from the Chinese business elites, in order to “better verify the relations 
between the Chinese community and the authorities” (Gunn 1996: 99). Though the 
Portuguese sought this way to consolidate authority and social control in Macau, 
Salazar’s speeches had a note of caution when mentioning the Macau question. In 
order to remain there, it was still vital to co-operate with China, regardless of its 
political regime:

(…) this province has known periods of prosperity and decadence [and] as it 
cannot expand, it suffers from natural limitations. The existence of Macau is 
based on old treaties celebrated between the Portuguese kings and the Chinese 
emperors (…) that keep their value – as it has been proved by successive 
changes of political regimes. (…) If we don’t respect the legality of these trea-
ties, it would be sure that Macau, in spite of our resistance, would end up be-
ing absorbed into China, on which this province entirely depends for its daily 
existence. And the Western world would be poorer!35

The Japanese invasion of China, initiated in 1931 with the Manchukuo incident, 
and subsequent military expansion into Southeast Asia (including the invasion of 
Hong Kong in 1941) complicated the already precarious situation in Macau. The 
territory’s neutrality was respected up to a certain point: although not effectively 
occupied, the Japanese maintained a delegation in Macau, which imposed consider-
able demands upon the Portuguese colonial government.36 They wanted to obtain 
several economic concessions, from fishing rights to infrastructure development, 
and military control on all trade into China, which was obviously an alarming situa-
tion for the local Chinese entrepreneurs and also for the British in Hong Kong. The 
Chinese community feared and loathed the growing Japanese influence in Macau 
and despite the invaders’ presence it gave financial and political support to Chinese 
resistance movements against the Japanese.37 Surrounded by Japanese-held terri-

35 Salazar, Discurso sobre o Ultramar na Assembleia Nacional, June 1961, 
in Pereira (1995: 57), m.t..

36 Macau’s neutral status was an extension of Portugal’s neutral position in the European 
conflict.

37 “Macau during the Sino-Japanese War”, Macau Museum, exhibition held between 11 August 
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tory, Macau remained a refugee island for most of the period corresponding to the 
Second World War. The city was overcrowded with Chinese refugees, and the local 
associations used their financial means and influence to help the refugees and to 
raise funds for the national resistance movement.38 

The war context and the trade blockades provoked food shortages, escalating 
prices and restrictions to the consumption of water and electricity. With the guerrilla 
fighting in Guangdong (first against the Japanese and then during the civil war), 
the Portuguese government had also to engage in economic transactions with all 
Chinese belligerent parties to maintain shipping services and food supplies into the 
territory. This would be possible only with the cooperation of influential members 
within the Macau Chinese community. Stanley Ho, Macau’s most famous business 
tycoon, and himself a refugee from Hong Kong, describes the situation at the time: 
“I was in charge of a barter system helping Macau’s government to introduce ma-
chinery and equipment into China in exchange for rice, beans and sugar (…) I was a 
semi-government official then; I was the middleman (…) and on occasions I would 
offer the Chinese resistance several bottles of prized Portuguese wine, on behalf of 
the Macau government.”39 

After a period of relative unity and solidarity in the struggle against the Japa-
nese, the outbreak of the civil war in China provoked a political rift in Macau’s Chi-
nese community between those sympathetic to Mao Zedong and those sympathetic 
to the Guomindang forces. The colonial situation of Macau and its ‘laissez-faire’ 
policies in practice enabled the use of the territory as a base for trafficking weapons, 
ammunition and other similar equipment into China. With a common goal of sur-
vival, both the colonial government and local businessmen had to engage in some 
sort of compromise, despite the political antagonism between Portugal and China 
after the victory of the communist forces in 1949. 

2.3.4. The Macau Chinese Commercial Association

The history of the Macau Commercial Association illustrates why and how the Ma-
cau associations built political relationships with both the colonial government and 

to 20 October, 2001).
38 Since 1937, many schools moved from occupied places to Macau, bringing their elite teach-

ers, and providing new spaces to disseminate new ideas and ideologies. Within the local 
anti-Japanese movements, scholar circles from Guangzhou, Hong Kong or Zhongshan brought 
their power into play, sponsoring many charitable works and forming new associations. 

39 Stanley Ho, in interview to Financial Times, in Gunn (1996: 98).
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Mainland China. Under an ambiguous situation – between an increasingly anachro-
nistic colonialism and an emergent local form of capitalism – this organization laid 
the institutional basis of Macau’s state business relations. From the early 1900’s on-
wards, the particular political and economic context of Macau began to take shape 
according to the relationship maintained between the local Chinese entrepreneurs 
and political forces in the Mainland, in spite of (and because of) Macau’s colonial 
situation. 

The Macau Commercial Association (MCA)40 is more than an economic, 
business-oriented association reflecting a wide variety of economic interests; it is 
a socio-political organization as well, with a long history (almost 100 years) in 
playing the ‘middlemen’ between Chinese authorities in the Mainland and the 
Portuguese colonial government. Since its inception in 1912, the MCA was a nest 
of Chinese politics in Macau, using business interests as the galvanizing force in 
political and social mobilization. 

In 1911, in view of the fact that there were increasingly more Chinese busi-
nessmen in Macau, Chui Ying Chau, together with other entrepreneurs, organized 
a local chamber of commerce. In 1912, the registration of the Macau Chamber of 
Commerce was duly approved by the Portuguese administration and, still in the 
same year, it was registered by the Chinese Government Department of Industry 
and Commerce, under the name of Macau Overseas Chinese General Chamber of 
Commerce.41 In 1948, and because MCA membership had grown substantially dur-
ing World War II, the Chamber started a system of board of directors and supervi-
sors, with Chui elected chairman and Ho Yin as vice-chairman. Born in Guangdong 
Province in 1908, Ho Yin had started his career in Guangzhou in the currency 
exchange business, and fleeing the Japanese occupation, he arrived in Macau in 
the late 1930s. He made a fortune trading gold during the Japanese occupation, and 
established the first Macau Chinese Bank – the Tai Fung Bank. Initially affiliated 
with the Guomindang party, when he became the first chairman of the MCA in 
1950, he initiated a gradual approach to the recently established communist govern-
ment in Beijing. 

Ho Yin maintained consistent and continuous political influence over more than 
ten Portuguese Governors, regardless of what the situation was in Portugal or China, 
and despite the lack of political and diplomatic relations between the two countries. 
He was the virtual leader of the Macau Chinese, at least for the Portuguese colo-
nial government, in which he was invited to have a seat in the Governor’s Council 

40 Referred to in English literature also as Macau Chinese Chamber of Commerce or Macau 
Chamber of Commerce. In Portuguese, Associação Comercial de Macau.

41 ‘The History of the Macau Chinese Chamber of Commerce’(http://www.acm.org.mo)
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in 1952. Later, as member and president of the Macau Legislative Assembly, Ho 
Yin’s position evolved from ‘influential party to be consulted’ to ‘the uncontested 
Chinese counsellor of the successive governors of Macau.’42 Considered a ‘great 
friend of the Portuguese, a person for whom honour mattered more than money,’43 
whenever there would be an economic or political crisis, Ho Yin would be immedi-
ately called to intervene, either through his good advice or in the form of financial 
contributions. Under Ho Yin’s leadership, the MCA also engaged in the creation of 
solidarity/‘patriotic’ links with the PRC, despite the colonial status of Macau and 
despite the Portuguese anti-communist ideology under Salazar. 

Unlike Ho Yin, the MCA’s vice-chairman Ma Man Kei has never fulfilled any 
official position in the Government of Macau. Both were originally from Guangzhou, 
Ho Yin in the banking business and Ma Man Kei in the rice trade. During the Japanese 
occupation, Ma Man Kei began his contacts with the Chinese Communist Party, in 
which he became a member in 1950, unlike Ho Yin who was never affiliated to the 
CCP (Castanheira 1999: 42-44). Instead Ho Yin managed to conquer political trust 
from Beijing’s authorities who considered him one of the few Chinese ‘patriotic 
capitalists’ (Castanheira 1999: 42). According to his secretary Roque Choi, he had 
access to all major political leaders in Beijing despite being a capitalist and not being 
a member of the Party. The story goes that when Ho Yin went to China, he never 
wore his Western clothes but instead dressed in revolutionary attire.44

After Ho Yin’s death in 1983, Ma Man Kei succeeded him as Chairman of 
the MCA, a position which he still holds today, despite approaching ninety years 
of age. Ma Man Kei has many business interests, properties and enterprises in the 
Chinese Mainland: in the 1980s and 1990s he expanded several enterprises from 
Guangdong into Sichuan and Inner Mongolia Provinces. In 1978 he became a 
member of the PRC’s Political Consultative Council and chairman of the National 
Committee of the People’s National Assembly. He is said to have ‘contributed to 
the closer co-operation between China and Macau’45. Together with Ma Man Kei as 
vice-chairman, Ho Yin represents a generation of successful refugee-entrepreneurs 
who, in Macau, became not only the leaders of the local Chinese community in 
Macau but also key players in sustaining complex political and economic relations 

42 Interview with Garcia Leandro, Lisbon, April 2003.
43 Interview with Garcia Leandro, Lisbon, April 2003.
44 Testimony of Pe. Manuel Teixeira (Lima and Torres 2004: 83-91).
45 Ma Man Kei, in a rare interview given to Jornal a Tribuna de Macau, February 2002, on the 

occasion of his decoration by the MSAR Chief Executive, praised the great invention of Deng 
Xiaoping – the one country, two systems approach – as the most realistic way to resolve a 
‘historical problem’ and to continue the good work so far.
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between the local socio-economic interests, the colonial government and the suc-
cessive Mainland governments. Their business and political trajectories reveal that 
through them, Macau developed into what it is today. 

With such influential chairmen in the last 50-60 years, the MCA has built and 
solidified its institutional weight and social influence inside and outside Macau. 
The MCA reflects the stability of Macau’s Chinese elites, especially the genera-
tion which has taken up the lead from 1949 until the present day. The relationship 
between these individuals and the PRC’s government has been a determinant factor 
of the MCA’s political influence, which throughout the years provided an infor-
mal base in Macau for the application of political and economic interests of local 
Chinese businessmen in relation to the Mainland and vice-versa. This is illustrated 
by the fact that these MCA members were at the same time entrepreneurs, social 
leaders, members or advisors to the government of Macau46, and members of the 
PRC’s national institutions. The MCA thus occupied a central role in the develop-
ment of local state business relations during the last stages of Portuguese colo-
nialism. This trend continued and grew stronger during Macau’s de-colonization 
process – this time not towards the maintenance of the colonial status but towards 
political re-unification with the Chinese mainland. 

 

2.4. Conclusion 

Macau’s early political and economic institutions were shaped by a flexible pattern 
of economic and political relations between the Chinese and the Europeans. The 
negotiated character of colonial rule in Macau produced a successful entrepot-trade 
economy from the mid-1550’s to the 1800’s, but also reflected an ambiguous po-
litical situation in which Portugal considered Macau one of its colonial territories, 
while China considered it a tributary province. The words of Perdue capture the es-
sence of Macau’s historical trajectory, both as a European colony and as a Chinese 
enclave; as a space where ‘interaction and paradox characterized the encounter of 
China with the West and the mutual opportunism of this semi-colonial encounter’ 
(Perdue 2003: 57).

The reasons for Macau’s continued existence under a negotiated, semi-colo-
nial model lie in the economic and political interests of those who, formally or in-

46 By convention, since 1976, the leader of the MCA must have a seat in the Macau Legislative 
Assembly. 
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formally, ruled the territory. Western (Portuguese) colonialism had to adapt to Con-
fucian traditions in handling political and economic relations, and vice-versa. The 
active engagement of Chinese imperial bureaucrats to intervene in Macau’s affairs, 
on a par with the Portuguese colonizers, meant that political and economic claims 
over the territory were split between the two. The Portuguese managed to carve out 
their colonial institutions, irreversibly changing the political economy of the penin-
sula and its relation to the surrounding region. However, the obligation to pay trib-
ute to the Chinese Emperor and his government and the existence of a local Chinese 
customs post differentiated Macau from the other Portuguese colonies. Portuguese 
early colonialism in Macau is thus best understood as the product of a negotiation, 
in which the right to settle in Macau was given to the Portuguese along the Chinese 
tributary system codes and practices. Though the degree of political autonomy of 
Macau’s institutions did not entirely conform to the imperial administrative system, 
it served well the interests of local Chinese bureaucrats who continuously profited 
from the political ambiguities of the situation, ensuring additional revenues by way 
of negotiating with foreigners,. The practical result of this unusual situation was a 
system of coexistence, a cohabitation contract in which in spite of occasional ten-
sions and conflicts, the local interaction between Portuguese traders and Chinese 
Mandarins kept property intact and the business running. 

All this changed dramatically with the Opium Wars between Britain and Chi-
na, a push factor for the Portuguese to unilaterally assert their sovereign rights over 
Macau, which up until then had been only wishful thinking. The impact of the Opi-
um Wars and of Britain’s rising interests and presence all over the region pressured 
Portugal to adopt a full-blown colonial approach to Macau, a shift characterized 
by the expulsion of the Chinese authorities, the rebuilding of Macau’s militarized 
defence and the refusal to pay the land lease. With these measures, Macau was de-
finitively detached from the Chinese tributary system in 1849. The period ranging 
from the 1840’s to the 1940’s brought the consolidation of the Portuguese colonial 
system without direct political intervention from China, but it also corresponded to 
an economic decline and growing economic dependence towards the British colony 
of Hong Kong. 

From this context, a Chinese economic elite gradually emerged as an orga-
nized social and political force in Macau. The organizational power of Macau’s en-
trepreneurship during the first half of the twentieth-century became a crucial factor 
for the maintenance of the territory’s colonial status, despite successive revolutions 
and wars in China and an overall tense and precarious political climate provoked 
by the fall of the empire in 1911, the Japanese invasion of 1932-1945, and the Chi-
nese civil war of 1945-49. The emergence of organized Chinese businesses, out of 
Macau’s colonial situation and of China’s explosive struggles and revolutions, pro-
duced a very important institutional pattern: the development of local business as-
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sociations – from which the MCA is the first and foremost example. The creation of 
these types of organization in Macau resulted from a specific conjuncture of histori-
cal events, in which local colonial patterns were propitious for these organizations 
to flourish. They spread and reproduced around different types of interests, and 
gradually local business organizations became the institutional bases for the mainte-
nance of colonialism itself (for 50 more years after 1949) and for handling all politi-
cal and economic transactions between Macau and the Mainland. The MCA’s lead-
ers in particular– previously economic and political refugees – managed to build a 
political career from the success of their business careers. They gradually filled the 
political vacuum left by the old local mandarins by developing connections with the 
Portuguese colonizers and with successive (and rival) Mainland governments. But 
the situation was very different from the one back in the sixteenth and seventeenth 
centuries; instead of networks of Portuguese and Chinese traders under the influ-
ence and control Guangzhou’s Cohong, from the late 1800’s onwards the Macau 
Chinese businessmen controlled all transactions with the Mainland. They gradually 
replaced the Cohong system in assuring trade between Macau and the Mainland, 
and provided the communication channels between an increasingly isolated colo-
nial administration and the Mainland authorities. Since the late nineteenth century, 
Chinese entrepreneurs have controlled most of the capital and production means 
available in Macau, despite being prevented from formally participating in the lo-
cal political system. Through their business organizations and associations, they 
have created and shaped institutions connecting state and business actors in Macau, 
which have been consistently present throughout Macau’s following historical pe-
riod: its de-colonization process, lasting more than three decades. 
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ChapTer 3. 

The De-colonization Period:  
Portugal, the People’s Republic of China  

and the Macau Business Elites (1949-1999) 

3.1. Introduction

In the previous chapter, we have seen how the geographical, political and cultural 
distance between Portugal and China have shaped Macau’s colonial trajectory in 
terms of two major (and interrelated) processes: the development of a relatively 
autonomous local government, and the development of equally autonomous social 
and economic organizations outside Macau’s governmental sphere. 

In the following chapter, these two interrelated processes will be looked at, but 
within Macau’s de-colonization trajectory; i.e., how the local government and the 
local associations have interacted in the transition from colonial to post-colonial. 
Macau’s de-colonization was a relatively long process which altered the character 
of local state and business patterns. Throughout the different periods of Macau’s de-
colonization process, the emergence of a new institutional context for state-business 
interaction resulted from major changes in the three sets of relations mentioned in 
Chapter 2: relations between Portuguese and Chinese authorities concerning the 
rule over Macau; relations among political and socio-economic institutions in Ma-
cau; and relations between local economic elites and the Chinese Mainland.

This chapter is divided into three periods. The first period begins after World 
War II, with the establishment of the PRC in 1949, and the political consequences 
for Macau. It finishes with the ‘1/2/3’ events, when the presence of a still colonial 
government was overtly questioned, and which marked the beginning of the end of 
Portuguese rule in Macau. In the second period (1974-1987), the move towards de-
colonization took its first steps due to mainly Portugal’s initiative. This move was 
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accompanied by sweeping political and social changes in the territory in which the 
Macau business associations gained unprecedented political influence, thanks to the 
creation of local, more ‘autonomous’, legislative and administrative institutions. 
In this process, other associations representing less-elitist interests started gaining 
political influence, leading to an associative boom in the late 1980s. The third and 
final period (1987-1999) corresponds to the acceleration in Macau’s de-colonization 
process. The announcement that Macau would be part of the Chinese state produced 
different reactions: in the still Portuguese government – whose main task was to 
prepare its own extinction – and in the local associations – who increasingly sought 
political representation in the Mainland, especially in Beijing, to guarantee that 
their political and economic role would remain intact after the transition. 

3.2. Macau after the establishment  
of the People’s Republic of China (1949-1974)

The establishment of the PRC in 1949, the Korean War (1950-1953) and the United 
States’ economic embargo to China constituted a series of events that revitalized 
Macau’s economy, but produced a political climate in which Portuguese colonial 
presence in Macau was overtly questioned. 

The successive war contexts had increased Macau’s reliance on the Mainland 
to ensure supplies of basic products, such as rice, all sorts of foodstuffs, water and 
energy. For the colonial government of the 1940s and 1950s, it was imperative to 
maintain any kind of agreement with Chinese authorities across the border, regard-
less of who was in power in Beijing. In order to guarantee, among other things, 
food and water supply, keeping the channels open so that the economic relations 
between Macau and China were maintained became the only means for survival of 
Portuguese colonial presence in Macau. 

In Portugal, Salazar’s government had not recognized the new Mainland re-
gime, in contrast to the British who had done so in 1950 (c.f. Lima 1999: 81-123). 
Macau remained a Portuguese colony of Salazar’s regime, though the term was 
changed in 1960 from colony to overseas province due to pressures from the United 
Nations, wherein colonization was increasingly viewed as a system to be abolished. 

In Macau, however, the maintenance of the colonial status had increasingly to 
do with the PRC’s own interest in preventing any major changes in the territory’s 
status quo. This was because since the beginning of the Korean War, Macau had 
once again turned into a vital economic port for China to acquire a variety of goods, 
just as it had done in the past during the Japanese occupation and during the Chi-



ChapTer 3

– 97 –

nese civil war. In this context, the PRC postponed any attempt to recover both Hong 
Kong and Macau for two inter-related reasons. The first reason was based on the 
ideological differences between Mao Zedong and Krutschev on colonization and 
de-colonization issues. For the Soviet Union, territories such as Hong Kong or Ma-
cau should rise against their colonial occupiers and seek independence. However, 
China insisted that Macau and Hong Kong were in fact Chinese territory; therefore 
independence was out of the question (Morbey 1990:49). The second reason was 
the utility of Hong Kong and Macau to prevent complete economic isolation and 
excessive dependency towards the Soviet Union.1 

At the same time, anti-colonial rhetoric became more intense in the Chinese 
Mainland, which was in itself nothing new (Gunn 1996:150), except that in the 
course of the 1960s, it would result in disastrous consequences for Portuguese co-
lonial rule in Macau. British and Portuguese colonial presence had been questioned 
for a long time: during the Qing Empire, during Sun Yat-Sen’s first republic, and 
during the Kuomintang (KMT) years. However, the official discourse regarding 
the colonies of Macau and Hong Kong remained basically the same. China con-
sidered the occupation of Hong Kong and Macau ‘unlawful’ because it was based 
on unequal treaties forced upon China against its sovereign will, but it nevertheless 
continued to accept it by simply taking no action to alter the situation. The newly 
established PRC, just like the previous Chinese governments, considered as a mat-
ter of principle that Macau and Hong Kong were Chinese territory. This issue would 
be solved by removing the colonial governments at an appropriate time (Pereira 
1995: 62).

Meanwhile, the PRC’s political strategy for both Hong Kong and Macau con-
sisted in creating CCP-sponsored political and economic organizations. In Macau, 
two main organizations were established, acting as local branches of the PRC’s 
Ministry of Foreign Trade and External Relations: the Nam Kwong company and 
the local Xinhua (PRC’s News Agency). The Xinhua functioned as a liaison body 
‘to implement policies from the centre’ in Hong Kong and Macau. The activities 
ranged from the broadcasting of special communiqués and official statements, to 
more practical issues such as issuing visas, and to acting as an information ex-
change centre. These practicalities in fact helped China to develop a local platform 
to reach Macau’s citizens. Together with the news agency department, the issuing 
of visas and the distribution of information, in the form of books and pamphlets, the 
Macau Xinhua was transformed into a propaganda apparatus for the PRC ideology 
and information (Pereira 1995: 101). For China, the widespread influence of the 

1 Wu (1999: 313) refers to an interview given by Mao Zedong to a Soviet journalist, published 
in China in 1950 (cf. Morbey 1990, Pereira 1995).
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Kuomintang in Macau was regarded as problematic. In this sense, Xinhua emerged 
as a powerful political censorship organization, more than the colonial government 
itself. In contrast to the Portuguese, incipient efforts in anti-communist propaganda 
and anti-Kuomintang propaganda quickly spread into Macau, forcing many influen-
tial Chinese businessmen like Ho Yin and Fu Tak Iam2 to reconsider their political 
sympathies, otherwise endangering the success of their businesses and their social 
status. Regardless of their ‘unorthodox’ political past, the PRC remained open to 
maintaining close links with Chinese businessmen in Macau and Hong Kong, pro-
vided they served in any way the PRC needs, like economic cooperation and sup-
port, especially during the embargo period and the Sino-Soviet split. 

The Portuguese official discourse reflected strong anti-communist ideas, but 
in practice, it had almost zero effect. The colonial government, although using basic 
censorship methods aspiring to keep communist influence at bay in the territory, re-
lied exclusively on the Macau Commercial Association (MCA) leaders to maintain 
a basic relationship, mainly economic, with the Mainland authorities. However, with 
the establishment of the Nam Kwong, another prominent figure emerged from within 
the MCA’s business club: Ho Cheng Peng, representing concrete economic interests 
– something very different from the ideological and political functions of the Xinhua. 

3.2.1. The Nam Kwong 

The Nam Kwong Company was established in Macau in 1949 and it came to play 
a crucial role in the balance of power between the colonial government, local busi-
ness leaders and Mainland authorities. It had the virtual monopoly of import-export 
trade between Macau and Mainland China, a key characteristic which turned this 
company into a significant political and economic actor. The Nam Kwong was cre-
ated under the PRC’s Ministry of Foreign Trade and External Relations as a state-
owned enterprise, but has been operating in Macau’s market-oriented, capitalist 
environment. Overtime, this company developed multiple commercial branches in 
co-operation with its counterpart in Hong Kong. In Macau, this company alone has 
acted on behalf of the commercial interests of all Chinese provinces in the territo-
ry.3 As a multifaceted holding 4 – and the only PRC enterprise in Macau – the Nam 

2 For more on Fu Tak Iam, see chapter 5.
3 Mission statement by the Nam Kwong (Directory of Enterprises with PRC capital in Macau, 

1994).
4 Under the Nam Kwong’s supervision and administrative board, there are several Chinese 

enterprises in construction, import/export, hotels and supermarket development.
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Kwong had a supervisory role over all trade between the Mainland and Macau and 
secured the monopoly of foodstuffs and energy imports from China into Macau 
until 1987. 

 The Nam Kwong became a modern example of China’s ‘indirect’ presence 
in Macau, comparable to the Chinese Customs Post between the sixteenth and nine-
teenth centuries, but with far more economic weight. The goals of the Nam Kwong 
representatives consisted of negotiating distribution networks for Chinese products 
and assuring the acquisition of raw materials and technological equipment neces-
sary to the PRC. During the 1960s and 1970s, the Nam Kwong had the monopoly 
in the distribution and trade of key products – like chemicals, construction materials 
and oil and petrol. They also developed international trading branches in textile and 
garment products, and established several supermarkets, department stores and all 
gas and petrol stations.5 

Apart from its major economic role, the Nam Kwong was also a key political 
organization. The senior staff of the Nam Kwong in Macau was appointed by the 
PRC’s central government, and although they came mostly from northern prov-
inces, Nam Kwong president and executive director Ho Cheng Peng was a Guang-
dong-born ‘old guard’ communist activist residing in Macau since the Japanese 
occupation (Castanheira 1999: 43). Ho became not only a leading figure in the local 
business circles, but also the highest representative of the Chinese Communist Party 
in Macau. Little is known about Ho Cheng Peng’s background: after leading a local 
Communist branch in Macau’s political underground in the 1930’s and 1940’s, he 
surfaced as the executive director of Nam Kwong, and was politically responsible 
before the PRC’s central Hong Kong and Macau Working Committee. Besides rep-
resenting the Nam Kwong, Ho Cheng Peng also presented himself as the represen-
tative of the Foreign Affairs Department of Guangdong’s Provincial Government.6

Ho Cheng Peng had a double job as entrepreneur and politician. While Ho Yin 
never belonged to the CCP, Ho Cheng Peng was the CCP/PRC effective representa-
tive in Macau.7 From the period between 1949 and 1966, Ho Cheng Peng transmit-
ted messages from central and regional authorities to Ho Yin who, in turn, com-
municated them directly to the Portuguese Governor. In this way, together with Ho 

5 After the Sino-Portuguese Joint Declaration, the Nam Kwong ceased to have the monopoly 
of the PRC sector in Macau with the establishment of the Bank of China in Macau, and the 
establishment of other large Mainland companies in the territory. Since the mid-1980, it has 
experienced a sharp decline with increasing financial difficulties, inadequate management, and 
near bankruptcy.

6 Such as in the events of 1966-67, according to Castanheira (1999: 162).
7 See chapter 2, 2.3.4 (section on the Macau Commercial Association).
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Yin, they were the liaison officers between the colonial government and China and 
on particular occasions they made use of their political influence in de-escalating 
potentially serious clashes between the colonial and mainland authorities: in 1952, 
when gunshots were fired at the Macau-Mainland Border Gate (Portas do Cerco) 
between Portuguese and Chinese soldiers on both sides of the Gate (cf. Wu 1999: 
319-320); in 1963, when seven Chinese KMT agents sought refuge in Macau8; and 
in the events of 1966-67. In the absence of official relations between Portugal and 
China, the relationship between the Nam Kwong and the Portuguese government 
evolved from ‘discreet and unofficial contacts’ to ‘special relations with special 
interest to the Portuguese state’ (Pereira 1995: 109). 

In the beginning of the 1980s, the Nam Kwong saw its political role diminish 
drastically, first with the establishment of diplomatic relations between Portugal 
and China in 1979, and later with the implementation of joint governmental groups 
in 1987 (see further on in the chapter). The Nam Kwong would thus cease politi-
cal functions in 1987 and, in order to maintain some extent of economic control, 
it embarked upon a series of internal management reforms, while maintaining its 
membership in the MCA and close links with other local economic associations. 

3.2.2. The 1/2/3 Incidents

During the 1950s, the contacts between Portugal and China were reduced to informal 
relations between the colonial government and the Macau Chinese leaders – mostly 
Ho Cheng Peng from the Nam Kwong and Ho Yin from the Macau Commercial 
Association - to solve smuggling issues, economic matters, and occasionally political 
matters. Macau was sufficiently far from the hard-core of the Portuguese dictatorship 
and still isolated enough from Mainland politics, to allow local colonizers to lead a 
comfortable life and relatively peaceful coexistence with the Chinese community. 

In the course of the 1960s, the influence of PRC ideology grew substantially 
in Macau. In 1966, clashes between the Macau Chinese population and the colonial 
police resulted for the first time in an open conflict between the Mainland authori-
ties and the Portuguese colonial government. These events are usually referred to 
as the ‘1/2/3’ incidents, because the riots started on December 3rd 1967, or 12-3, 
therefore 1,2,3. 

The 1/2/3 incidents constituted a turning point in Macau’s political develop-
ment because they marked the increase of the PRC’s political influence in the terri-

8 After the 1/2/3 Incidents, the agents were handed over to the PRC, as part of the demands 
made to the Government of Macau. (cf. Lima 1999: 255-258)
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tory. ‘Official talks’ with the Chinese had been traditionally carried out through the 
MCA, whose main leaders conducted the task of bridging the Portuguese admin-
istration to the Macau population and to the Mainland authorities. The following 
description of these events will show how players like the Nam Kwong, the Xinhua 
and the MCA managed, at some risk, to manipulate the explosive context of the 
Chinese Cultural Revolution across the border in their favour by consolidating their 
political influence locally, though still in the shadow of the colonial administration. 

It all started on 15 November 1966, when a neighbourhood association in Taipa 
Island, wanting to expand a school infrastructure, began renewal and construction 
works without the approval of the Portuguese-administered Islands Municipality. 
This association had already made the request in May 1966, without any reply from 
the municipality which, according to the association, was delaying the procedure 
with no due reason.9 On that day, the Islands’ Municipal Counsellor, happening to 
pass by the place on his way to work, saw that the construction had started with-
out the proper license and decided to send police agents to stall the works. Since 
the workers decided to ignore the warnings, the police intervened, resulting in 
twenty-four injured people and the arrest of four association representatives and 
two Chinese journalists. In the same evening, the Islands Municipal Council called 
for an emergency meeting with the school’s representatives and the vice-president 
of the Macau Commercial Association (MCA), Chui Tak Kei (Castanheira 1999: 
145). The four representatives and the two journalists were released the next day. 
Despite warnings from the MCA leadership10, the government decided to ignore the 
demands of the Taipa Neighbourhood Association. Their demands included punish-
ment for the policemen and compensations for the injured workers (Wu 1999: 325). 

Public opinion quickly turned against the colonial government. One week 
later, the Macau Daily (Chinese) newspaper issued a warning to the Portuguese 
authorities that ‘if they wished to maintain their friendship with the Chinese com-
munity they had to answer their demands. If they [the Portuguese authorities] do 
not punish the cruel and violent acts committed against the people of Macau, we are 
prepared to go to the last consequences (…)’ (Wu 1999: 326-327, m.t.). 

In the meantime, on November 25, Governor Mota Cerveira was substituted 
by Nobre de Carvalho. The Chinese associations’ leaders boycotted the ceremony 
by not showing up despite having been invited (Castanheira 1999: 66). A couple 

9 According to Wu, on twenty-four occasions the representatives of the school asked to meet 
with the Municipal Counsellor, who ignored the requests (Wu 1999: 325).

10 On November 15, Ho Yin warned the Governor to be careful in solving this particular case 
because a ‘small flame [in those days], could suddenly become a great fire’  
(Castanheira 1996: 187).
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of days later, Nobre de Carvalho tried to meet with association representatives in 
order to establish a commission to investigate the events of 15 November, but since 
the MCA did not send anyone, the enquiry commission never took off (Castanheira 
1999: 68). The local branch of the Portuguese PIDE (International Police of State 
Defence) had investigated the events. In a report to the Lisbon office, they had 
accused the former Governor and his Municipal Counsellor of administrative mal-
practice and corruption:
 

‘the request for the construction works in the Taipa school was left waiting for 
seven months for the official approval (…) [and] because the construction of 
this school [was carried out] on the association’s initiative, the matter had no 
priority for the Portuguese civil servants, which in Macau have the bad habit 
of collecting undue gratifications and payments (…) Mota Cerveira’s lack of 
tact and the incompetence of the Municipal Counsellor have given the com-
munist forces the opportunity to spread chaos in Macau.’11 

Popular protests in front of the Governor’s residence started occurring everyday. 
The conflict between construction workers and colonial police agents had escalated 
into a conflict between the Macau colonial government and the Chinese population. 
On December 3rd, the tensions rose to unprecedented levels with clashes between 
the police and thousands of demonstrators gathered in front of the Governor’s 
residence. The police deployed water cannons, the demonstrators started destroy-
ing police cars and tearing down statues in the Loyal Senate Square. The situation 
escaped the control of the police force and the mob started to assault the Loyal 
Senate building, while furious crowds went up Central Street aiming to assault the 
Police Headquarters (Castanheira 1999: 80). The police opened fire on the dem-
onstrators, called the riot-squad, and decreed curfew law. As a result of this day’s 
events, eight people were killed (two during curfew) and 212 were seriously injured.

After this tragic occurrence, the Chinese press was even more inflamed with 
accusations and threats. The Macau Xinhua published an editorial on 5 December 
saying that Beijing was closely following the events in Macau. Likewise, they pub-
lished a statement by the Macau Students Union, consisting of five demands to the 
Portuguese Colonial government: accept without further delay the demands by the 

11 According to an article by R. Pinto, based on the analysis of PIDE reports in the Salazar 
Archive, Torre do Tombo National Archives in Lisbon: ‘(…) in Macau there is moral chaos, 
public administration is corrupt, the police is corrupt, the military garrison is full of free-riders 
which, since there is not much to do in defending Macau, just want to squeeze commissions 
from their two-year stay...’ (in Pinto1996: 38-42).
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Taipa Neighbourhood association, punish the main responsible for the 3 December 
‘massacre’, immediately cease the aggression towards Macau’s citizens, and pub-
licly apologize to the victims and to the population. On the same day, Chinese gun-
boats were stationed at Macau’s shores and, with calls for popular boycotts, the 
Governor and his cabinet were virtually ‘besieged’. 

By December 10, the External Affairs Department of the Guangdong’s 
regional government also issued a statement making demands to the Portuguese 
Administration: immediately accept the demands made by both the Taipa associa-
tion and the Students Union, immediately apologize to the PRC, and punish the 
Commander of the Macau Police and the Municipal administrators.12 The spiral 
of demands continued through Macau’s press or in the form of protests, and by 
January, the popular calls were to remove the Governor and the colonial administra-
tion. On January 10, the Macau Daily headlines read: ‘In our struggle against the 
Portuguese imperialists, we have pushed them up against the wall’ (cf. Wu 1999: 
344-47). Among the protests and removal of statues, the call for boycotting the 
Portuguese included the refusal to supply or sell them food, water and fuel. The 
Portuguese Governor had no other option but to accept the demands.

The snowball effect of these events reached Lisbon. Realizing at this point 
that the chances of a military intervention from the PRC were rapidly increasing, 
if the demands were not met and/or if the political and diplomatic channels failed, 
the contacts between the Governor Nobre de Carvalho and the Lisbon Government 
began to take place on a daily basis through the months of December and January 
1966-67. Franco Nogueira – Portuguese Minister for Overseas Affairs (1960-1968) 
– recounts in his memoirs those emergency meetings at the Council of Ministers : 
“We would rather see a humiliated Governor in a Portuguese Macau, than a dead 
Governor in a Chinese Macau.” (cf. Nogueira 1987). However, Salazar, widely 
known for his zealous nationalism, would not apologize publicly to the PRC. Nobre 
de Carvalho insisted that Lisbon officials come to Macau to help solve the situ-
ation. In January 1967, a committee of Portuguese envoys to Macau reported on 
the situation: “The Governor and his people have psychologically surrendered to 
China. Either we accept the conditions or it is just a matter of time until we lose 
Macau. (…) The Chinese are turning against us (…) our authority will be affected 
but it is still possible to keep our flag in Macau, if we apologize and sign the docu-
ments.” To which Salazar replied: “Although I find it unacceptable to apologize, let 
the Governor act without having necessarily to stick to our previous instructions.” 
(Nogueira 1987: 216-219). 

12 And to once and for all forbid Kuomintang activities in the territory and to expatriate seven 
Kuomintang infiltrated agents to China that had run away to Macau in 1963 (Wu 1999: 346).
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On 28 January 1967, the terms of the agreement to put an end to the con-
flict were finally set. The meeting was hosted by the MCA, and comprised of 
Nobre de Carvalho, several representatives from the Students Union and the Taipa 
Neighbourhood Association, Ho Cheng Peng and Ho Yin, acting on behalf of the 
PRC’s interests (c.f. Wu 345-349). The document ‘Apologies and Response of 
the Macau Governor to the protest made by Macau’s Chinese residents’ agreed 
on the following: financial compensation to the victims and their families, as a 
consequence of the 15 November and 3 December events; the punishment of 
the administrators involved in the Taipa incidents and the sacking of the Macau 
Police High Commando; total eradication of Kuomintang-sponsored organiza-
tions in Macau and the repatriation of the KMT dissidents; the phasing out of the 
Portuguese military garrison; and last, but not least, the formal and public apology 
by the Portuguese Governor. On the next day, Nobre de Carvalho sent one repre-
sentative to Gongbei, in the Mainland, to deliver a Protocol stating that Macau’s 
government would from then onwards follow political advice and guidelines from 
the Guangdong provincial Foreign Affairs Bureau, through the Macau Commercial 
Association (Wu 1999: 349).

After these events, the still colonial Portuguese administration gradually real-
ized that relying solely on the Nam Kwong and the MCA to deal with the Chinese 
authorities across the border was insufficient to guarantee its presence in Macau. 
In one way or another, it had to get involved with Beijing in order to retain its 
control over Macau. At the same time, the Nam Kwong and the MCA gained more 
control over the colonial government. As ‘shadow governors’ of a very weakened 
government, it became clear that Ho Cheng Peng and Ho Yin were the effective 
Macau representatives in China. Their control over political issues between Macau 
and China, as this story illustrates, also depended on their political control of the 
Macau population. The 1/2/3 events marked the return to a formula of co-existence, 
but in a changed scenario, in which the Portuguese colonial presence in Macau 
became instrumental for the local Chinese leaders, not so much for the expansion of 
their economic power, but increasingly to assure the consolidation of their political 
power over Macau. 

3.3. Negotiated de-colonization I: Macau as Chinese  
Territory under Portuguese Administration (1974-1987) 

As seen in the previous section, the PRC did not take the ‘opportunity’ generated 
by the 1/2/3 events to seize back Macau. When in 1971, the PRC was accepted into 
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the United Nations, it forced the de-recognition of Taiwan’s Republic of China, and 
ensured that Macau and Hong Kong would not be included in the UN ‘list’ of ter-
ritories to be decolonised. In this situation, Portugal was compelled to recognize the 
People’s Republic, instead of Taiwan, as China’s legitimate government. Portugal’s 
position within the UN was very weak due to heavy international criticism concern-
ing the situation of the Portuguese colonies in Africa: Guiné-Bissau, Moçambique 
and Angola, where war was being waged since 1963 (c.f. Pereira 1995, Lima 1999 
and Wu 1999).

During its inaugural statement at the UN, the PRC justified the maintenance 
of the colonial status quo of Macau and Hong Kong, by arguing that the unequal 
treaties imposed upon China back in the 19th century were a matter to be solved 
in an ‘adequate and peaceful manner, when the time is right [to do so]’ (Wu 1999: 
353). The statement concluded that Hong Kong and Macau, and also Taiwan, were 
‘domestic political problems of China’s exclusive concern (…) and therefore could 
not be included in the UN’s de-colonization list’ (Wu 1999: 354, m.t.). 

In an interview given in 1972, Zhou Enlai – the PRC’s top foreign affairs rep-
resentative – admitted that the Soviet Union ‘had tried to persuade China into taking 
Hong Kong and Macau by force, but China would not be provoked into this’ (Wu 
1999: 355, m.t.). Macau and Hong Kong were a matter that called for well-thought 
negotiations, and not for hasty decisions. Zhou also stated that in Macau, ancient 
agreements could not be abruptly interrupted. Although Macau, Hong Kong and 
Taiwan raised similar sovereignty issues to the integrity of the Chinese state, they 
also constituted three different problems, requiring three different solutions (Wu 
1999: 358). 

3.3.1. The impact of the 1974 Portuguese Revolution in Macau

The coup d’état of 25 April 1974 in Portugal caught Macau by surprise. The revolt 
of the ‘captains’ was of socialist inspiration, and was set off by a group of officers in 
the middle levels of the army hierarchy, who then established a provisional govern-
ment – a military junta.13 One of the first decisions was to immediately withdraw 
from all African colonies and, by the same logic, to withdraw from the remaining 

13 The April Revolution of 1974 brought an end to the Estado Novo and to the fascist era in 
Portugal. This revolution was conducted by the MFA (Movimento das Forças Armadas – 
Armed Forces Movement) and under the Junta de Salvação Nacional (JSN- National Salvation 
Junta) it sought to bring an immediate end to the colonial wars in Africa, and consequently to 
grant independence to all colonial territories. 
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colonies in Asia: Macau and East Timor. As a result, instead of China being the one 
to determine the future of the territory, it was Portugal who made the first move to 
leave Macau.

After the April Revolution, the new government in Portugal was eager to re-
establish diplomatic relations with China. These had been postponed because China 
was concerned with the growing influence of the Soviet Union in Portugal, since 
the establishment of diplomatic and economic relations between the two countries 
in 1974 (cf. Lima 1999: 423-473). In order to establish these relations with China, 
Portugal had to assume a formal position regarding the de-colonization of Macau. 
Though the situation in Macau was very different from the African ex-colonies –
where independence wars had been going on since the early 1960’s – it required spe-
cial caution and attention, to avoid a de-colonization scenario similar to East Timor.14 

In Macau, Governor Nobre de Carvalho immediately recognized the new gov-
ernment in Portugal on 29 April 1974, but the pressure for him to resign increased 
again, now among the Portuguese and Macanese sympathetic to the revolution – 
mostly liberal professionals and the military. In turn, this group assumed they were 
the legitimate representatives of the Portuguese National Military Junta in Macau 
(Lima 1999: 463-466). This worried both the Macau business leaders and PRC au-
thorities, although for different reasons. In China, the central government was wor-
ried about the possibility of a communist government in Portugal backed by the So-
viet Union, which would inevitably spread Soviet influence into Macau. In Macau, 
the long colonial history had enabled the local Chinese businessman to flourish and 
prosper, and even to gain political ascendancy over the Portuguese administration. 
They were pleased with the fact that after April 1974, Nobre de Carvalho was not 
immediately exonerated from his position. In July 1974 Ho Yin publicly stated his 
support to the Portuguese Governor: ‘Nobre de Carvalho has been a friend of the 
Chinese of Macau. As long as Portugal wishes to keep stability in Macau, our com-
munity is not interested in changes’ (Wu 1996). 

During his visit to Macau in October 1974, Almeida Santos (the Portuguese 
Minister for Inter-Territorial Coordination) declared that there was no interest in 
keeping Macau if this was against Beijing’s will, in a clear manoeuvre to please 
the PRC. But to avoid causing alarm in Macau’s business community – which was 
for different reasons equally suspicious of the new government in Portugal – he 
then claimed it was Portugal’s ‘duty not to abandon Macau and its people’ in so 
far as the Chinese authorities would co-operate in the efforts of defending the in-
terests of the Chinese population in Macau (c.f. Lima 1999: 454). ‘We live in new 
times of consented power, of a negotiated social contract between the Portuguese 

14 The small ex-colony was invaded and occupied by Indonesian armed forces in 1975. 
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and the Chinese of Macau(…) If anyone would ask me to show the proof about 
China’s tolerance, I would answer: Macau.’15 This constituted a clear indication of 
Portuguese intentions to keep their authority in Macau without going against the 
local Chinese leaders’ interests, while simultaneously showing an open disposition 
towards negotiating the terms of leaving Macau. The Portuguese Foreign Office 
had now changed its discourse on Macau: ‘Macau has never been exactly a Por-
tuguese colony; it has functioned mainly as a trading entrepôt, where Portuguese 
sovereignty is exerted somewhat like an embassy (…); the Macau issue can only be 
solved through bilateral negotiations with the PRC and we are open to discussions 
to define its status.’16 

As accounted by Garcia Leandro – Governor of Macau between 1974 and 
1979 – he himself had received instructions not only to maintain political stability 
and ‘to bring the Portuguese (European) and Chinese communities together’, but 
especially to develop close links with China, beyond Guangdong, if possible, and 
on the margin of an institutionalised diplomatic framework, if necessary.17 Thus, on 
behalf of the new Portuguese government, Garcia Leandro’s main task was to de-
velop and maintain good relations with both Macau Chinese leaders and Mainland 
authorities, in order to establish official diplomatic relations with China.18 

Apart from the diplomatic mission, Garcia Leandro also believed that the po-
litical and financial dependence on Lisbon was negatively affecting Macau’s de-
velopment. He was determined to transform what he considered a ‘backward Hong 
Kong suburb’ into a self-sustaining economy lead by an autonomous government, 
capable of formulating its own policies without Lisbon’s intervention.19 He thus 
introduced three major changes during his governorship: the pegging of the Macau 
Pataca (MOP) to the Hong Kong dollar instead of the Portuguese Escudo, the rene-
gotiation of the gambling franchise contract,20 and the creation of a new political 
status for Macau. 

15 Almeida Santos, October 1974, quoted in Wu (1999: 360).
16 Mário Soares, Portuguese Minister of Foreign Affairs, January 1975, on the occasion of the 

official statement recognizing Macau as a Chinese territory under Portuguese Administration, 
and the responsibility towards the rights of the Chinese people of Macau (Wu 1999: 360).

17 Interview with Garcia Leandro, Lisbon, April 2003.
18 In 1978, the Chinese ambassador in Paris received the Portuguese Minister for Foreign 

Affairs Martins Coimbra, initiating negotiations regarding the establishment of formal 
diplomatic relations, which were concluded in 1979. In that year (the last of Garcia’s Leandro 
governorship), Ho Cheng Peng formally invited Garcia Leandro to visit China, which was the 
first time a Macau Governor officially visited China. 

19 Interview with Garcia Leandro, Lisbon, April 2003.
20 See Chapter 5.
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3.3.2. The implementation of the Macau Organic Statute 

In the absence of diplomatic ties and of any clear political strategy regarding the 
status of Macau (either by Portugal and China), in 1975 the newly drafted Portu-
guese Constitution declared that Macau was a Chinese territory under Portuguese 
administration, therefore not part of Portugal, and with a status that was contingent 
upon its ‘special situation.’21 The full acknowledgement of Macau as a Chinese 
territory was set to neutralize any political objections to the Macau Portuguese 
administration by the PRC and thus constituted a first step to the normalization 
of Portugal-PRC relations.22 The Organic Statute of Macau was a practical con-
sequence of Portuguese constitutional changes which, in the absence of any clear 
position of the PRC on the Macau issue, set off the restructuring of the local politi-
cal structures. Though the colonial label was definitively dropped, and the political 
reasons to stay had changed, the Portuguese re-invented their role in Macau by 
making sure one thing would not change: uncontested authority over the territory, 
at least for the time being. 

In 1974, Garcia Leandro had set up a special Committee, composed of Ma-
cau’s most influential individuals to set the terms in which Macau’s new political 
status would be defined. Among the Committee members were Henrique Senna 
Fernandes and Jorge Neto Valente representing the newly formed local political 
parties, one Church and one Military representative, and Ho Yin and Chui Tak Kei 
from the MCA. After more than one year of negotiations with representatives of 
Macau’s most influential socio-economic organizations, the Organic Statute was 
implemented in January 1976. It created a ‘specifically-adapted’ governmental re-
gime, maintaining Portuguese authority in Macau, but at the same time formally 
including the local Chinese and Macanese elites in the territory’s new decision-
making institutions. 

With this initiative, the Portuguese recovered a good deal of political power 
lost in the 1966-67 incidents. It was imperative for Garcia Leandro to avoid any 
public contestation to his governorship, and this could only happen through the 
maintenance of optimal and stable relations with Macau’s Chinese leaders. At the 
same time, it was also important to include the Portuguese and Macanese commu-

21 Constitution of the Portuguese Republic, 1975, article 5 (1) “Macau is autonomous from 
Portugal, it is not Portuguese territory but only under its administration”; see also revised 
article 292, 1982. 

22 The implementation of the Organic Statute coincides with Mao’s death in 1976, in conse-
quence of which the PRC authorities refrained from making any official statement regarding 
the question of Macau for the time being.
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nities in the design of the new political status without upsetting the local Chinese 
population or challenging Mainland China. The uncertainties over the PRC’s inten-
tions towards Macau – and the mounting political tension after the deaths of Zhou 
Enlai and Mao Zedong – made Garcia Leandro realize that local elite businessmen, 
and not the population as a whole, were the logical political partners to maintain a 
peaceful coexistence in Macau and to maintain Portuguese authority there. 

However, the introduction of a democratic political system – as initially 
thought by Garcia Leandro – had to be adapted to the interests of the Macau Chinese 
elites, grouped around business and economic associations, whose leaders were tra-
ditionally key advisors to the previous colonial government. Almeida Santos actu-
ally cautioned Garcia Leandro on the issue of whether or not to introduce a univer-
sal suffrage system into Macau’s Legislative Assembly: ‘There is no need for too 
much political decolonisation; political and administrative reforms are needed but 
not much more than that.’23 Garcia Leandro recounts that he soon realized that the 
leaders of the Chinese community would not take the step of constituting a demo-
cratically elected assembly, at least until the sovereignty issue would be settled. In 
his own words, ‘the Chinese had no tradition or interest in participating in the politi-
cal and civil life of the territory because in their perspective this was a Portuguese 
problem and responsibility.’24 The solution contained in the Organic Statute was 
the creation of a triangular system of political representation, where the number of 
seats appointed by the Governor were ‘meant to balance the interests, by nominat-
ing the excluded’ so that in principle all segments of Macau’s population could be 
represented. In this particular case, ‘nominating the excluded’ meant to appoint the 
Chinese business leaders who were not involved, at least directly, in any of the lo-
cal, newly formed political parties (see below). 

The Organic Statute re-organized Macau’s political system by assigning po-
litical, legislative and executive competences to local institutions, freeing Macau 
from its administrative dependence on Lisbon, except for the Governor’s appoint-
ment, which was still to be made by the Portugal head of state, although subject to 
the approval of Macau’s decision-making bodies. Besides representative functions, 
the Governor was granted with legislative (shared with the Legislative Assembly) 
and executive powers in the definition of the territory’s economic policies. That the 
governor was appointed by and responsible to the President of Portugal, and not to 
the parliament, is worth noting because it was supposed to ensure the stability of the 
Macau administration and reduce the effects of Portuguese party politics in Macau 
(cf. Lam 1991).

23 Interview with Garcia Leandro, Lisbon, April 2003.
24 Interview with Garcia Leandro, Lisbon, April 2003.
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The Legislative Assembly was the only institution in Macau where some of 
the deputies could be elected by universal suffrage. It shared legislative power with 
the Governor and it was initially composed of seventeen members. It was extended 
to twenty-three members in 1984. The Assembly has a triangular system of repre-
sentation: 6-6-5 before 1984, and 8-8-7 in the present day. Seven representatives 
are nominated by the Governor, eight are indirectly elected by the main economic 
associations – the MCA, the Macau Industrial Association (MIA) and the Exporters 
and Importers Associations (MEIA) – and the remaining eight are directly elected 
among political coalition groups.

The Consultative Council was designed to function together with the Gov-
ernor by giving recommendations in virtually all policy areas.25 The Consultative 
Council included 10 members: five indirectly elected, and five nominated by the 
Governor. From the elected members two were chosen by each municipal council, 
and three by the ‘main representatives of the territory’s social interests.’26 Those 
nominated by the Governor should be chosen among the residents of Macau, under 
criteria of social prestige (Pereira 1995: 116). 

The Municipal Councils (Leal Senado and Câmara Municipal das Ilhas – 
Taipa e Coloane) had been important administrative structures during the colonial 
period. However, the implementation of the Organic Statute expanded the local bu-
reaucracy around the Governor, and these councils lost a good deal of their political 
importance. The subordination of the municipal councils to increasingly specialized 
government’s secretariats – the local equivalent of state ministries – reduced their 
functions to car park management, public entertainment activities, and the mainte-
nance of public gardens and public markets. 

In the political context of the time, the implementation of the Organic Stat-
ute depended more on the local business elites’ approval, rather than on the direct 
participation of Macau’s citizens. It is worthwhile noting that one of the appointees 
in the first legislature was Ho Yin, who being such a respected and symbolic figure 
in Macau ‘should be spared from having to go to the ballots.’27 Ho Yin was not 
only directly appointed by the Governor but also became the first president of the 
Legislative Assembly in 1976. As he solemnly stated in his inaugural speech at the 
legislative Assembly, ‘from now on it is in Macau that Macau is administered.’28 
Although his statement was premature, it was also accurate in the sense that the Or-

25 Organic Statute of Macau, 1976 art. 48.
26 Organic Statute of Macau, 1976 art.44, 2-3.
27 Interview with Garcia Leandro, Lisbon, April 2003.
28 Ho Yin in the inaugural speech of the Legislative Assembly in August 1976. “É em Macau 

que se administra Macau.” (cf. Lima 1999: 345)
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ganic Statute indeed brought more political autonomy vis-à-vis Portugal. However, 
in relation to China, more political autonomy for Macau would require constant 
adaptation to the Chinese political and economic climate. The figure of Ho Yin and 
his capacity to wear many hats at the same time reflects a unique trait in Macau’s 
Chinese leaders: the capacity to adapt to any political circumstances, and to quickly 
turn them into their favour. After the implementation of the Organic Statute, the 
Portuguese administration remained in Macau, not because of popular choice, but 
because of a political negotiation between the local government and the local Chi-
nese elites, who were automatically included in the new system, through indirect 
representation mechanisms. The local Chinese business elites, now legitimised by 
the number of seats they had in the legislature and by their presence in the Consul-
tative Council, were at once the countervailing power to the Portuguese/Macanese 
bureaucracy, and the political channel of the PRC’s interests in Macau. 

The administrative and political reforms introduced by the Organic Statute 
defined the scope – or rather the limits – of Macau’s autonomy; and set off a de-
colonization process, in which the main issue was not whether Macau should/ could 
be an independent state. After the establishment of diplomatic relations between 
Portugal and China in 1979, the debate was centered on what the terms of Macau’s 
de-colonization were; which status should it hold in the future and would the same 
be applied to Hong Kong. The Portuguese initiative had far-reaching consequences 
because it created mechanisms of partial political representation, which would pre-
define the political and economic future of these territories under PRC sovereignty.

3.3.3. Political Participation and Representation under the Organic Statute 

The Portuguese view on Macau’s political autonomy was very much based on the 
idea that the local society had no meaningful political culture (Morbey 1990, Can-
nas 1992, Pereira 1995). This view was adopted by virtually all Macau’s governors 
since 1976. But despite this perceived low level of political culture and participa-
tion, a few political parties were constituted in Macau, mainly as a reflection of 
Portuguese political trends. 

Two parties gained political profile in the aftermath of the Portuguese revolu-
tion and in preparation for the first general elections for the Legislative Assembly 
in 1976: the CDM (Macau Democratic Centre) and the ADIM (Association for the 
Protection of Macau’s Interests). The CDM was more left-wing. It was created in 
the spirit of the Portuguese Armed Movement (MFA – Movimento das Forças Ar-
madas) and was basically composed of Portuguese citizens, born or not in Macau, 
under the leadership of lawyer Jorge Neto Valente (Pereira 1995: 185). The ADIM 
had a wider acceptance in the territory. It was more conservative regarding Macau’s 
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status quo and its leaders were Macanese, i.e., of Portuguese-Asian descent like 
Henrique Senna Fernandes and Carlos d’Assumpção. The ADIM was in a good po-
sition to bridge Portuguese and Chinese interests, mostly because of its quintessen-
tially Macanese leadership. As the most voted political party in the 1976 elections, 
the ADIM gained political ascendancy in the territory, but after the 1984 electoral 
reforms (see below) it moved into the orbit of Chinese political influence, locally 
and in the Mainland. 

While the Portuguese managed to strengthen their position in the executive 
government – and the Macanese their presence in the legislature through direct vote 
–, the Chinese business elites had gained access to the legislature by the governor’s 
direct appointment or through indirect vote. Indirect vote occurred when the most 
important local associations competed to elect a fixed number of representatives to 
the Legislative Assembly. From the composition of the first four legislatures, one 
can see that the associations ‘reflecting economic interests’ controlled the majority 
of votes for the indirectly elected deputies in the Legislative Assembly (c.f. Morbey 
1990: 127-130). Between 1976 and 1984, there were three deputies representing 
economic interests: Ma Man Kei (MCA), Peter Pan (Macau Industrial Association) 
and Lee Sai Wing (Macau Exporters-Importers Association). Moreover, these asso-
ciation leaders were permanent members of the Governor’s Consultative Council. 
The number of association leaders elected through indirect vote was raised to five in 
1984, including thence two representatives from the Macau Constructors’ Associa-
tion. Ma Man Kei and Peter Pan maintained their seats (which are still held by them 
today) and Ho Yin – who already held his deputy seat by direct appointment of the 
Governor – was made President of the Legislative Assembly, position which he held 
until his death in 1983. 

Macau’s triangular representation system shaped an authoritarian type of 
regime, in which the political ‘alliance’ between two sides of the triangle – the local 
business elites and the Portuguese executive – prevented the one side of directly 
elected representatives to revoke any decision coming from the executive govern-
ment, or to ever gain the two thirds majority against the nominated and indirectly 
elected representatives (Lam 1991: 327). With the Organic Statute legislative power 
had progressively shifted into the territory, but it was also accompanied by the 
strengthening of an autocrat, neo-corporative government in fundamental policy 
areas (Afonso and Pereira 1990: 188). 

The 1984 Electoral reforms

Until 1984, the direct suffrage for the Legislative Assembly constituted the only 
channel for the overall population to gain access to ‘formal’ politics. CDM and 
ADIM more or less divided the directly elected seats in the assembly, but the problem 
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was that the electorate was extremely small and not representative of the (Chinese) 
majority of the population. In the first elections in 1976, Macau’s voting population 
were those individuals residing in the territory for at least seven years and who pos-
sessed valid identification documents, meaning issued by the Portuguese authorities. 
In 1976, only 2,846 (out of a population of about 350,000) voted for the Assembly’s 
direct seats (Wu 1999: 398). This number would rise to 4,195 in 1980 and to 51,454 
in 1984 (Morbey 1990: 124). This large increase in voting turnout was a direct result 
of the changes introduced during the governorship of Almeida e Costa (1984-1987). 

Almeida e Costa continued the developmental trend initiated by Garcia Lean-
dro, Melo Egídio (1979-1980) and Pinto Machado (1980-84) but found growing re-
sistance from the Legislative Assembly and the Consultative Council to his political 
ideas and policy plans. Despite his reformist ideas, Almeida e Costa was regarded 
as ‘a difficult man to get along with and not very much liked by the Macanese and 
the Chinese.’29 At stake were his initiatives to reform Macau’s civil service and 
public administration and to extend voting rights to Macau’s Chinese population.30 
A law passed in January 1984 extended voting rights to all of Macau’s residents 
possessing valid identification registered in the Portuguese Consulate, regardless 
of nationality or years of residency in the territory. This law also gave voting rights 
to Macau-born individuals residing in Hong Kong.31 By recognizing voting rights 
(and residency rights) to Chinese immigrant workers, Macau’s electorate became 
more diverse and potentially more critical of the Portuguese administration (cf. 
Pereira 1995: 116-119). 

In February 1984, during a plenary session regarding the new electoral law, 
conflict broke out in the Macau Legislative Assembly between the Governor and 
the President of the Assembly (and ADIM leader) Carlos d’Assumpção.32 At stake 
was the other reform introduced by the Decree-Law of January 1984: the exten-
sion of the number of directly elected seats in the Legislative Assembly. Almeida 
e Costa felt personally attacked by d’Assumpção’s proposal to raise to eight the 
number of seats by direct vote (Lima 1999: 587-89). In Almeida e Costa’s words, 
the Legislative Assembly had approved a law decree, on ‘irrelevant matters un-
authorising the governor’ (Lima 1999: 557-569). He requested the dissolution of 
the legislature because of the ‘inherent lack of representation’ within the Assembly

29 Interview with Jorge Rangel, Macau, February/March 2004. 
30 Interview with Jorge Rangel, February 2004, Macau. 
31 DL 9/84/M.
32 Macanese lawyer, leader of ADIM, highly influential in the Macanese Portuguese communities. 

He was elected president of the Legislative Assembly, after Ho Yin’s death in 1983.
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to justify d’Assumpção’s position.33 Upon request from Almeida e Costa – who
alleged that his authority was being ‘gravely challenged’ – the President of Portugal 
dissolved Macau’s Legislative Assembly in March 1984. 

In an overt political move against Almeida e Costa, D’Assumpção decided 
to form an ADIM-CDM coalition for the upcoming elections, which included dis-
contented deputies and civil servants, some of them Portuguese (Lima 1999: 570). 
The Macau Xinhua stated that the decision to dissolve the assembly had been taken 
without Beijing’s support, and that Beijing’s representatives in Macau were follow-
ing closely what was going on.34 In April 1984, D’Assumpção received an invita-
tion by Ho Cheng Peng to go on a trip to Beijing, during which it was suggested 
to D’Assumpção to run for the elections, but through a Chinese-supported ADIM 
rather than an ADIM-CDM coalition (Lima 1999: 570). 

In the end, both Almeida e Costa and d’Assumpção managed to ‘save face’. 
Voting rights are extended and the number of directly elected seats increased to 
eight. The number of deputies elected through indirect vote also increased to eight; 
and those nominated by the Governor increased to seven. D’Assumpção and his 
ADIM won the elections in August 1984, with 58 per cent of the votes, but he never 
blocked any of the governor’s decisions again. 

This small episode had two major consequences for Macau’s socio-political 
landscape. Before the electoral reforms in 1984, the Chinese community representa-
tives only took part in elections through indirect vote – controlled by the major 
business associations. With the electoral reforms, there was an improvement in the 
voting behaviour of the Macau Chinese, at least quantitatively. However, political 
parties such as the ADIM or the CDM did not appeal much to the overall Chinese 
population, which translated into a poor voting turnout. Language differences or 
lack of valid documentation also contributed to low voting turnouts. For Portuguese 
representatives, the situation also changed after 1984. These could now only secure 
their seats in the assembly either through an improbable coalition with the ADIM 
(after its shift towards China) or by Governor’s appointment. 

The second major consequence of these reforms was the growing popularity 
of the association as the main vehicle of political participation and representation 
in Macau. As the Macau Chinese increased their participation in local institutions, 
this was not accompanied by the proliferation of Chinese-based political parties, but 
instead by the ‘politicisation’ of already existing associations, and by the creation of 
new ones. Next to the MCA, the Macau Industrial Association and other business

33 Interview with Jorge Rangel, Macau, February/March 2004. 
34 According to Lima, this was reported by the Macau Daily April 1st 1984. However, Lima 

states that before the Portuguese President dissolved the Legislative Assembly, he had first 
consulted the Chinese ambassador in Lisbon (Lima 1999: 567).
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oriented organizations, other associations increased their political profile, namely 
the neighbourhood associations – Kaifongs – and the workers’ associations. 

3.3.4. The Associative ‘Boom’ 

Between 1979 and 1990, 505 new associations were registered in the territory, and 
according to Sousa Santos (1998) this associative increase or ‘boom’ was based on 
two distinct factors. One was an increase in Macau’s population which diversified 
the electorate, and the other was a ‘qualitative change in the relation between gov-
ernment and society’ (Sousa Santos 1998: 413). This occurred mostly during the 
1984 electoral elections, when more associations (and not only the traditional ones) 
ran for directly-elected seats in the assembly. 

According to one local deputy, the fact that in Macau a few associations ac-
cumulated functions comparable with those of political parties had to do with a lo-
cal ‘modern Chinese culture of social organization.’35 The pattern is one in which, 
if it is not possible or desirable to create political parties, social groups crystallize 
around socio-economic associations. The fundamental difference is that associa-
tions were not created to challenge and substitute the government, but only to ‘help 
it, regardless of political ideologies.’36 This deputy believes that this is a practical 
and ‘realistic system’, but in fact it defines strict limits to political participation in 
Macau. At the same time, this system contains a set of norms and values shaping 
institutional relations in local associations. Despite the variety in purpose, local 
associations perpetuate a rigidly-structured and slow-changing leadership culture, 
based in criteria of material wealth and social prestige. In Macau, the creation of 
new associations in the late 1980s became the main strategy to gain political pres-
tige; to be respected, heard and consulted. Those who could not be leaders of the 
associations to which they already (and often) belonged to, started to create new 
associations so that they could become leaders themselves.37

Business Associations 

With more associations contending for the directly elected seats in the Assembly, 
the political edge of the MCA had to be reinforced outside Macau’s public institu-
tions, as a means to ensure that its political and social leadership would not be con-
tested in any form or in any institution. 

35 Interview with J.F., Macau, February 2004.
36 Interview with J.F., Macau, February 2004
37 Interview with J.F., Macau, February 2004.
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Back in 1963, the MCA board of directors had created the Macau Industrial 
Association (MIA), and two years later the Macau Exporters and Importers As-
sociation (MEIA).38 These associations had been created by MCA leaders, which 
induced a close integration and interlocked leadership among the three associa-
tions’ boards. The MIA has 451 enlisted members, 292 of which are involved in the 
manufacturing of textiles and garments. The president of this association – entrepre-
neur Peter Pan – has standing position in the government’s economic council.39 The 
MIA’s vice-president – Ho Teng Iat – who happens to be also the vice-chairman of 
the MCA, is a government-appointed deputy in the Legislative Assembly. 

The MEIA started with twenty-five members in 1965 and nowadays counts 
around 300 members, half of which (142) deals in textiles and garments exports.40 
The MEIA seeks to protect and secure legal rights for exporters, by having at least 
one representative in the Macau’s government delegations to international trade 
negotiations, such as the bilateral agreements for export quotas to the EU, USA and 
Canada.41 The MEIA has also been directly involved in regional trade, by having 
signed several cooperation agreements with a number of Chinese chambers of com-
merce and with associations and chambers of commerce from Portuguese speaking 
countries.42 MEIA representatives have been consistently present at the Legislative 
Assembly and in the Executive Council, participating in the drafting of economic-
related laws and regulations and ‘contributing with opinions to all matters related 
to Macau’s economic development.’ It currently has one representative in the local 
legislative assembly (again by government appointment) and who, not surprisingly, 
also belongs to the MCA’s board of directors. 

Since the early 1980s the MCA started integrating local associations as col-
lective members. It sought to maintain a relatively united socio-political front but 
with a more diversified membership. The MIA and the MEIA have served both as 
the right as well as the left hand to local the government, in guiding economic policy 
regarding industrial development and export trade. Together with the MEIA and the 
MIA, the MCA had since 1976 enjoyed a large share of the Legislative Assembly’s 
seats, either through indirect vote or through government appointment. Moreover, 
the predominance of these associations’ leaders in the composition of the govern-

38 Interview with Jorge Rangel, Macau, March 2004.
39 Charter of the Macau Industrial Association, art.4.
40 Other categories of membership deal with the import/export of goods such as chemicals/

cosmetics, construction materials, electrical/electronic supplies, food, beverages, tobaccos and 
jewellery among others (http://www.macauexport.com/english/membership.html).

41 For a detailed discussion on this issue, see Chapter 6.
42 http://www.macauexport.com/english/services.html
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ment was not compromised by the electoral reforms of 1984, in which they also got 
a new seat for indirect representatives (thus 8) to match the increase in the directly 
elected deputies.

At this point, the Portuguese government itself embarked on the associative 
wave and decided to create an ‘association to further stimulate civic and political 
participation in Macau’. 43 The Macau Management Association (MMA), created 
in 1984, was destined to function as a ‘cadre school’, with the objective of train-
ing public (official) and private (entrepreneurial) managers for a future generation 
of government cadres44. In the words of the MMA chairman, and then member 
of the Macau government – Jorge Rangel – this association reflected an ‘effort to 
bring together a new generation of public and private managers, and to train them 
to participate in Macau’s political life, outside the influence of the traditional as-
sociations’. The government contributed to this association by financing the studies 
abroad of this young generation, which in turn could expect a future career in local 
governmental institutions. Most of the current MSAR top secretaries were trained 
at the Macau Management Institute and are members of the MMA: Florinda Chan 
(current Secretary for Justice), Francis Tam (Secretary for Economy and Finance) 
and Chui Sai On (Secretary for Lands and Public Works). The MMA symbolises the 
1980s spirit on the part of the Portuguese Administration, in creating a ‘new, multi-
cultural Macau operating in an independent framework.’45 However, the MMA did 
not live up to the expectation of providing an alternative strategy to build a political 
career. This is simply because all the individuals mentioned above were members of 
the MCA prior to their MMA affiliation, which was the determining factor in their 
appointment as government officials in 1999. 

Grass-roots associations:  
the Macau Workers’ General Association and the Kaifongs

The Macau Workers General Association (Associação Geral dos Operários de Ma-
cau – AGOM) has existed since 1950 but it was only officially registered in Macau 
in 1983. 46 This means that the registry date of the associations not always cor-
responds to the beginning of their activities (cf. Sousa Santos 1998: 409-419). In 
the case of the AGOM, this can be explained by the colonial circumstances of the 

43 Interview with Jorge Rangel, Macau, February 2004.
44 Interview with Jorge Rangel, Macau, February 2004.
45 Interview with Jorge Rangel, Macau, February 2004.
46 This organization was set up in 1950 with PRC support. (Interview with Mr. Wu, AGOM, 

Macau, July 2004.) 
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1950s and 1960s, in which any attempt of local workers to unionise would be ill-re-
ceived by the Portuguese government and by the business associations. In the 1984 
elections, the AGOM managed to secure one Legislative Assembly representative 
through indirect vote and two through universal suffrage. The Portuguese admin-
istration started to pay more attention to labour issues and the AGOM assumed a 
more prominent role as a social partner of the government in regulating labour rela-
tions, similar to a trade union.47 

Throughout the 1980s, the AGOM became larger and more complex, and it 
now counts fifty-five branches in Macau. More than twenty of them function as 
community and social assistance centres, providing for schools, health care, support 
for the elderly, professional courses and sports activities. The AGOM is financed 
through the annual premium paid by its members, financial ‘gifts’ by benefactors 
and the running of several schools, day-centres, restaurants and ‘canteens.’48

Similarly to the AGOM, the Kaifongs – neighbourhood associations – were 
created to fulfil specific needs of Macau’s working class, not attended by the colo-
nial administration (Sousa Santos 1998: 423). Since 1984, they have been a regular 
presence both in the Legislative Assembly (with one direct representative) and in 
Macau’s municipal council (Pereira 1995: 137). The Kaifongs are the local orga-
nizations that have catered for the most immediate and practical needs of Macau’s 
temporary workers and new immigrants from China, by helping them to find accom-
modation and by providing education facilities to their children. There are twenty-
four kaifongs in Macau, corresponding to each of the city’s districts, including the 
islands of Taipa and Coloane. The organizational structure of each kaifong varies, 
depending on the number of associates. The president of each kaifong is usually a 
well-known, rich figure, from who is expected financial support and ‘protection’. 
He does not intervene directly on the daily activities of the kaifong and is present 
only on special occasions. One notable example is the Fai Chi Kei Kaifong – one of 
Macau’s most populated neighborhoods – whose president and principal benefactor 
is Ma Man Kei, from the MCA (Sousa Santos 1998: 425). The kaifongs are financed 
by the annual premium paid by its associates, but also through private benefactors’ 
and through government support. Similarly to the AGOM, the kaifongs provide for 
several types of community services, ranging from educational infrastructures and 

47 The AGOM is part of the Council for Social Affairs , a tripartite structure in place since 1988, 
which includes representatives of the AGOM, of the MCA and of the government. This also 
coincides with Macau’s first ever labor legislation – Labor Relations Ordinance (Decree Law 
24/89/M) – and with the creation of the Labor and Employment Department within Macau’s 
Government (for more on this point, see chapter 6).

48 Interview with Mr. Wu, AGOM, Macau July 2004; but he did not disclose who the 
‘benefactors’ were.
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health assistance, to sports activities and dance classes. In 1984, the Macau kaifongs 
were integrated in the General Association of the Macau Kaifongs (UGAMM), 
which became an important institutional layer linking the twenty-four neighbour-
hood associations to the administration. The UGAMM comprises of representatives 
from the twenty-four kaifongs in the directive board, and of a working group whose 
main function is to manage financial and social resources (Sousa Santos 1998: 423). 

From the associations mentioned so far, the MCA, the MIA, the MEIA, the 
AGOM and the Kaifong’s Union acquired organic political participation: the first 
three in 1976, and the later in 1984. Both the AGOM and the Kaifong’s General 
Union represent the interests of Macau’s working class but their political and eco-
nomic prowess has been comparably inferior to the business associations. This is 
because, prior to 1984, the Portuguese administration was out of their reach, un-
less they had connections with the MCA or the MIA. In spite of the many political 
changes, the association – reflecting either workers or entrepreneurial interests – has 
been the predominant form of social and political organization, not just because 
they express specific collective interests and strategies overtime, but also because 
they offer a springboard to a political career. 
 

3.4. Negotiated decolonization II:  
the Transition Period (1987-1999)

The unquestionability of the Portuguese administration in Macau came to an end in 
1984, when the PRC and the UK signed the Sino-British Joint Declaration, stating 
that Hong Kong would revert to PRC sovereignty. For Macau the significance of 
this declaration was that it anticipated a similar agreement and a similar fate. Both 
the Sino-British and Sino-Portuguese Joint Declarations excluded the possibility 
for either Macau or Hong Kong to be politically independent from the PRC, and 
foreseeing instead a wide degree of administrative autonomy.

Back in 1976, the Portuguese government had devised ‘other forms of local 
administration’ in Macau, which had to be consistent with the de-colonization pro-
cess but still allowing it to retain a ‘sovereign’ politico-administrative role.49 For 
the PRC, the Portuguese initiative in recognizing Macau as Chinese territory proved 
the indisputability of the PRC’s view that both Macau and Hong Kong were part 
of China, and that their respective governments should and would be removed at 

49 Cf. Lima 1999:591, quoting Mário Soares, then Portuguese Minister for Foreign Affairs.
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an appropriate moment. When Portugal and China established diplomatic relations 
in 1979, both countries signed a Protocol on the Macau ‘question’.50 The proto-
col committed the Portuguese government to continue administering Macau until 
the question on the territory’s future status was settled. The period between 1976 
and 1979 was symptomatic that Portuguese and Chinese diplomats had reached the 
same conclusion regarding the future of Macau. The Portuguese agreed that formal 
political independence was out of the question, but China had to guarantee that the 
political and economic modes of living would not be jeopardized. 

China took the lead in designing the political solution for Macau. In 1982, the 
inclusion of the ‘one country, two systems’ principle in the PRC’s constitution con-
tained the long-awaited message: as part of the PRC, Hong Kong and Macau’s ‘spe-
cial status’ would be respected and preserved. The ‘one country, two systems’ article 
provided for the creation of Special Administrative Regions in China, where differ-
ent political and economic systems could be established (within the nation-state), in 
a clear reference to Taiwan, Hong Kong and Macau (c.f. Pereira 1995). Since the 
Portuguese had already recognized Macau as a Chinese territory, the PRC’s strategy 
was to first negotiate with the British the terms of Hong Kong’s devolution to China. 
The negotiations leading to the signing of the Sino-British Joint Declaration were 
done in a relatively short period of time – between July 1983 and September 1984 – 
and the handover date for Hong Kong was set for 1997, corresponding to the end of 
the 100-year leasing contract of Kowloon and the New Territories. In October 1984, 
Deng Xiaoping met with a group of Macau representatives, which included Ma Man 
Kei, Chui Tak Kei and Eric Yeung, and declared that the Macau question would be 
settled just like Hong Kong, but there was no immediate urgency. ‘(…) ‘When we 
established relations with Portugal, we agreed on important matters of principle re-
garding Macau. It will be therefore easier to negotiate’ (Wu 1999: 375-80). 

3.4.1. The Sino-Portuguese Joint Declaration  
of 1987 and the implementation of the Macau Basic Law

The Sino-Portuguese Joint Declaration of 1987 initiated a new and final phase in 
Macau’s de-colonization process. It brought together the governments of China and 
Portugal, to negotiate and prepare Macau’s handover to the PRC. As stated in the 
Declaration’s preamble, both governments agreed that the transition would be con-
ducted under a framework of ‘administrative continuity, in harmony with the one 

50 Cf. Pereira 1995, Document Annexes: ‘Acta das Conversações sobre a Questão de 
Macau’ 1979.



ChapTer 3

– 121 –

country two systems principle’.51 In the ‘one country, two systems’ framework, the 
Joint Declaration contained two fundamental principles: the principle of continuity 
and the principle of autonomy. As specified in Article 2 of the Joint Declaration, 
Macau would become a Special Administrative Region of China, with a high de-
gree of autonomy in conducting all of its policies, except in defence and external 
representation issues. The principle of continuity preserves the political, social and 
economic systems, including the protection of individual rights and freedoms dur-
ing and after the transition, and the continuation of the local administrative and leg-
islative institutions.52 The principle of autonomy declares that from 1999 onwards, 
both the Legislative Assembly and the local government would be constituted by 
local residents; and in the case of top government functions, by residents possess-
ing Chinese nationality.53 As an SAR, Macau is directly subordinated to the PRC 
central government, and at the same time autonomous from it, through its locally-
constituted politico-economic system.

Between 1987 and 1999, Portugal and China assumed joint political responsi-
bility over Macau, specifically through the creation of two temporary institutional 
bodies: the Sino-Portuguese Liaison Group and the Sino-Portuguese Land Group. 
These were ‘facilitating institutions for the transition process’, with powers to gath-
er ‘specialized joint committees in constitutional, legal and economic areas, when 
deemed necessary, until the handover date.’54 

The Sino-Portuguese Liaison Group (Grupo de Ligação Luso-Chinês) func-
tioned as a permanent consultation and information exchange body between the 
governments of Portugal and China, headed by two high representatives from each 
country, on an equal basis. This group was composed of ten members, five repre-
senting each country and it was not meant to have any supervisory role in the ter-
ritory’s direct administration. It served mainly as a diplomatic platform, bringing 
together external representatives (Portugal and the PRC), and local government and 
business representatives. Yet it still had an important political function in supervis-
ing the establishment of the legal and constitutional base of the new status. 

The second transitional body was the Sino-Portuguese Land Group (Grupo 
de Terras Luso-Chinês), composed of six members, three for each country. It dealt 

51 Joint Declaration of Portugal and China on the Macau Question, 1987, preamble.
52 Joint Declaration, 1987, article 2, 4. This article institutes freedom of speech, freedom of 

press, of association, of migration, strike, professional choice, academic research, religious 
freedom, and the right of private property.

53 Joint Declaration, 1987, art. 4 (3).
54 Joint Declaration, 1987, annex 2.
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exclusively with contracts of land development and land concessions in Macau.55 
For example, all the income obtained from land leases in the transition period would 
be automatically used by the post-1999 government. Until that date, the Land Group 
would supervise all contracts financing land development and allocating land for 
public investments. 

In 1988, the Sino-Portuguese Liaison Group established the Basic Law Draft-
ing Committee, bringing together representatives from Portugal and China, from 
the local business community and church representatives to draft Macau’s future 
constitution.56 In 1993, the Macau Basic Law was approved by the PRC’s National 
Assembly and replaced the 1976 Organic Statute, by establishing the political and 
administrative structure of the future SAR. 

The Basic Law operated the devolution of Macau to the PRC and dismissed 
any possibility for the territory’s self-determination, by affirming that it is an in-
alienable part of the PRC. 57 The Basic Law articulates a division between local and 
central powers. It admits the possibility of changing Macau’s political and econom-
ic system, but not before a period of fifty years.58 Revisions and amendments to this 
law can only be done at the central level (at the People’s National Assembly – PNA) 
but the PNA can initiate revisions without consulting local institutions. Accord-
ingly, political and economic rights in Macau are conditioned by the prohibition of 
acts of treason and subversion against the central government.59 

The Basic Law also extends the powers of the Governor – to be called Chief 
Executive after 1999 – in its capacity to initiate and make policies in new areas, 
such as administrative and electoral reforms, and definition of the public budget, 
outside the approval of the Legislative Assembly.60 The choice of the term ‘Chief 
Executive’ over the colonial-charged Governor indicates that Macau should be run 
like a company; the last word comes from the administrative board, not from the 
managers and workers. In comparison to the Governor, the Chief Executive can 
dissolve the Legislative Assembly without consulting the central government, when 
the general interest of the Macau is in jeopardy.61 This contrasts with the previous 
period in which the Portuguese governor could only dissolve the legislative as-
sembly with the consent of the Portuguese Head of State. Finally, all policy and 

55 For more on this issue of land concessions, see Chapter 5.
56 Cf. Morbey 1990, annex 5: ‘Composition of the Basic Law Drafting Committee’.
57 Basic Law of Macau, 1993, article 1.
58 Basic Law 1993 article5
59 Basic Law 1993, article 144.
60 Basic Law, 1993, article 50.
61 Basic Law, 1993 article 52. 
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legislation proposals from the Legislative Assembly have to be first submitted to the 
Chief Executive, which potentially ‘erodes the assembly’s legislative powers, and 
perpetuates an authoritarian, executive-led political system’ (Pereira 1995: 134). 

Edmonds and Yee (1999: 814) point out that the Basic Law’s preservation 
of the organizational structure left by the Portuguese has suited the central gov-
ernment’s designs. The triangular system (8-8-7) ensured that no proposal by the 
directly appointed members could ever pass if this is not in the government or the 
business groups’ interest. Despite the LA’s loss of power vis-à-vis the SAR execu-
tive, both Portugal and the PRC have had a keen interest to keep the appointed seats 
(nominated deputies) in the legislature. This served the interest of the Portuguese in 
avoiding being kicked out too soon and of the PRC in the continuation of the sys-
tem. The system had been built to countervail any growing democratic trends and 
could be continued by local people loyal to the ‘one country, two systems’ – the rich, 
influential Chinese business elites. Accordingly, the Basic Law clarifies that the top 
officials of the post-handover Macau will be chosen from the local population, and 
not outside appointees from the Mainland. 

The Basic Law also determines that the choice and election of Macau’s high-
est representative – the Chief Executive – will be conducted by a local electoral 
commission, gathering representatives mostly from the larger associations and 
other elite groups, especially those close, or with connections to the PRC central 
government. Institutionally, the Legislative Assembly has no word in the choice of 
the Chief Executive, but some of its deputies do participate in the electoral com-
mission. This means that important decisions depend on a very small number of 
people –those few who have wealth, social influence and political connections in 
the Mainland. 

3.4.2. The Co-optation of Macau Associations  
in local and national government institutions 

Between 1987 and 1999, Macau’s de-colonization process was accelerated in view 
of the new status it would have as a PRC region. It was also in this period that 
local business elites and working class representatives acquired formal recognition 
within Beijing’s top political institutions. 

In reward for their political loyalty to the PRC, individuals such as Ma Man 
Kei, Stanley Ho, Susana Chou (currently president of the LA) Edmund Ho (current 
Chief Executive), Francis Tam (Secretary for Economy and Finances) and Chui Sai 
Cheong (Secretary for Social and Cultural Affairs) – all of them MCA members 
– were accepted into the People’s Political Consultative Conference (PPCC). In 
1990 two representatives from the AGOM and one from the UGAMM were also 



REGIONAL INTEGRATION AND DIFFERENTIATION IN A GLOBALIZING CHINA

– 124 –

granted access to the PPCC. During the 1990s, the MCA clearly had support from 
Beijing. Ma Man Kei was appointed Vice Chairman of the Standing Committee 
of the People’s National Assembly in 1993, and Edmund Ho – the son of Ho Yin 
and vice-chairman of the MCA until 1999 – was chosen to become Macau’s first 
Chief Executive. Two thirds of the members in the Basic Law Drafting Committee 
were part of Macau’s top-associative nucleus (including Stanley Ho, Ma Man Kei, 
Francis Tam and Chui Sai Cheong), which clearly shows the growing influence of 
Macau business elites, both in the territory and in Beijing. 

This political evolution accompanied a process in which Macau’s largest and 
most influential associations fused the PRC’s political and economic interests in 
Macau. The opening up of the PRC’s political institutions to the local Chinese elites 
– to those with an assumed pro-Beijing political stance – turned them into uncon-
tested political leaders, and their associations into an elite pool from where future 
government officials would be drawn. 

3.4.3. The Localization Process: the substitution  
of Portuguese for Chinese civil servants and administrators

The Joint Declaration had forecasted several reforms to be conducted at all levels 
of the government, in order to set up the organizational structure of the future SAR 
government. In practice, this involved gradually substituting Portuguese govern-
ment officials and civil servants for local Chinese ones. This substitution – granting 
the Macau Chinese the right to fulfil administrative and governmental functions 
– has been denominated localization process (Lam 1991, Pereira 1995, Lo 1995). 
This task required close collaboration with the Macau Chinese elites, otherwise – 
and if the localization would not be made on time – the required qualified personnel 
would have to come from the Mainland to take over government functions. 

The localization process required a legal definition of a Macau ‘citizen’, which 
would be anyone living and working in Macau for at least seven years. Following 
the reform of the local electoral system in 1984, a Macau resident (and potential 
voter) could choose to have either Portuguese or Chinese nationality, but never 
both. After 1987, the population of Macau had the right to choose which nation-
ality to have after 1999 without hindering their residency status. Most Macanese 
were inclined to choose the Portuguese nationality, due to socio-cultural affinities 
and to the fact that many generations of Macanese had traditionally worked for 
the Portuguese administration. The Portuguese had long favoured the Macanese, 
by including them in the civil service because of their language abilities (bilingual 
Portuguese-Cantonese). Since 1987, securing top positions for the Macanese was 
the way the Portuguese found to extend their linguistic and cultural influence in 
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Macau after 1999.62 There was a feeble effort in introducing Chinese as a working 
language in local government departments, which resulted in a last minute promo-
tion of very young and inexperienced administrators with no working knowledge 
of the Portuguese language.63 The urgency of implementing Chinese as a working 
language in the government meant that both Portuguese and Macanese civil ser-
vants would loose out to mostly young and inexperienced Chinese because, though 
fluent in Cantonese and in Portuguese, the Macanese and Portuguese seldom spoke 
Mandarin and were unable to use the Chinese writing system. 

The localization process was accompanied by a substantial expansion of the 
administrative apparatus in Macau, which included the creation of several govern-
mental and semi-governmental bodies and a number of cultural and educational 
foundations.64 The Organic Statute had prescribed the existence of five secretariats 
under the Governor, but these were extended to seven in 1990 each secretariat grow-
ing in a number of specialized departments, divisions and sections, like for example 
the Department of Gambling Coordination and Inspection or the Department for La-
bour and Employment Affairs, both created in 1989 (Wu 1999:416). These changes 
provoked an increase in government and administrative personnel. In 1990, Afonso 
and Pereira (1990: 245) had counted around 8,500 individuals employed by the 
government; ten years later there were almost the double or, 16,700 civil servants.65 

With the handover in sight, the days of the politically committed Governors 
of the 1970s and early 1980s were over. A shift in the attitude of the Portuguese 
administrators meant that they now wished to profit from the situation and to gain 
as much money and influence as possible before the handover. The 1990 scandal 
involving Governor Carlos Melancia in a case of fraud and embezzlement gravely 
affected the image of the Portuguese government in Macau, though with no major 
consequence for the ongoing transition. It is not incidental that during the early 

62 This is made evident in the Basic Law, which declares that Portuguese would remain one of 
Macau’s official languages, on the same level as Chinese. 

63 Nowadays the Chinese who detain high rank positions within government institutions are 
mostly in their thirties. One assumes that the basic criteria for recruitment were a minimum 
level of proficiency in Portuguese coupled with a pro-Beijing stand.

64 These semi-governmental bodies congregated government officials and local businessmen, 
such as in the IPIM (Macau Institute for Investment Promotion) or the CPTTM (Macau Centre 
for Productivity and Technological Transfer) – discussed in Chapter 4. In the case of local 
cultural foundations, like the Macau Foundation or the Macau Cultural Institute, these were 
largely sponsored by th elocal gambling consortium: this company provided with the money 
and the Portuguese government appointed the administration, which included the financial 
stakeholders, political representatives and members of the Portuguese cultural elite.

65 Macau Yearbook, 2001.
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1990s, Macau was perceived as the place to go to earn as much money as possible 
through the exercise of political functions, before the Chinese would take over. Per-
sonal favouritism and connections were reflected in the award of large projects such 
as the construction of the airport and the second Macau-Taipa bridge to Portuguese 
companies, in which Stanley Ho’s gambling consortium provided the lion share in 
of these projects’ investment capital.66 In Portugal, the metaphor for Macau was 
literally, the “Pataca Tree”, the place where money grew on trees. 

Between 1987 and 1999, changes in the Macau executive seemed to have been 
the result of individual improvisation by the Portuguese Governor (Lam 1991: 330). 
Every new governor would basically re-organise the functions and powers of the 
undersecretaries. Higher rank positions in Macau were given as ‘rewards to politi-
cal supporters and personal friends of the Portuguese President’ (Lam 1991: 227). 
Throughout the transition years, the connection between the presidency in Portugal 
and the governorship in Macau would become so close that as a rule every change 
of the presidency in Portugal was followed by a change of Governor in Macau. For 
every change of governor, the high rank officials would also change, producing a 
high turn-over of Portuguese-born civil servants. However, the Portuguese admin-
istration did not recruit any local Chinese to key positions, with the exception of 
Lee Peng Hong as president of Macau’s Investment Promotion Institute (IPIM) in 
1998. In the last years of the Portuguese administration, the expansion of the local 
bureaucracy brought, for a brief period of time, an actual increase in Portuguese and 
Macanese civil servants, especially in top political functions. The last Portuguese 
Governor in Macau Rocha Vieira (1991-1999) still kept an executive overwhelm-
ingly composed of Portuguese nationals, including all of his undersecretaries. He 
justified delays in implementing the localization policy based on ‘the lack of quali-
fied personnel in Macau to perform governmental functions’ in the face of ‘increas-
ing complexity of administrative tasks.’67

3.5. Conclusion

From the end of the colonial regime to the moment of its integration in the Chinese 
state, Macau’s modern political system evolved along a particular de-colonization/ 

66 This matter is discussed in more detail in Chapter 4.
67 Rocha Vieira, transcription of his speech on the occasion of the 85th aniversary of the Macau 

Commercial Association, June 8th 1998.
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transition process. This process not only lasted more than 25 years, but also echoed 
institutional arrangements of Macau’s early colonization period, during which 
changes in the relations between Portugal and China had a direct impact on Macau. 
In the de-colonization period, such as in the early colonial period, public institutions 
were in fact a Portuguese matter, with little or no influence from Chinese authori-
ties. However, the crucial difference was that the Portuguese now recognized that 
Macau was –and always had been – a part of China. 

After Mao’s death in 1976, China entered a long period of political and eco-
nomic reform. It is not surprising that Macau was not a priority in the PRC’s politi-
cal agenda and, until 1984, the political climate in Macau was somewhat detached 
from Mainland politics. However, between 1976 and 1979, the joint effort of Portu-
guese and Chinese diplomats to negotiate the future of Macau is revealing of how 
the de-colonization processes first occurred on the diplomatic level, and gradually 
was adapted and introduced in the local institutions.

The implementation of the Organic Statute in 1976 introduced a partial repre-
sentation political system, which enhanced and consolidated the power of the Por-
tuguese executive government – weakened since the 1/2/3 events – and the power 
of the business associations. In the absence of a clear agreement regarding Macau’s 
future status, the negotiated pattern of political control over the territory was main-
tained, this time between neo-colonial Portuguese administrators and local Chinese 
business leaders. To avoid major problems with China, the local government pre-
ferred to rule together with the leaders of these associations, rather than stimulating 
political and civic participation through the formation of political parties or trade 
unions, situation which did not change meaningfully with the 1987 Joint Decla-
ration or with the Basic Law in 1993. This negotiated ‘social contract’ between 
the Portuguese and the local business leaders was reminiscent of older colonial 
times. The business leaders’ support of the Portuguese government perpetuated the 
‘co-existence of a relatively self-sustained and secluded bureaucratic polity and the 
overall Chinese society in Macau’ (Lam 1991: 323)

However, the de-colonization process gains a different light, once we take 
the association as the most effective political means of organization in Macau. 
Though excluded to participate in deciding Macau’s future status, the local popula-
tion started showing a strong desire to participate in the territory’s civic life. After 
the short-lived existence of some political parties similar to those in other parts of 
the world, the Macau associations gained a new life with the Chinese population 
eager to create more mechanisms of civic and political inclusion. The 1984 elec-
toral reforms are illustrative of this phenomenon and also of how associations other 
than the traditional ones acquired direct participation in the legislative assembly. 
Nevertheless, the continuous presence of business representatives in the local gov-
ernment – in contrast with, for example, local labour interests – reveals a typical 
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pattern of state-society relations, which emerged still in colonial times and which 
would weigh substantially in determining the economic and political parameters of 
Macau’s re-unification with China. In 1987, the Sino-Portuguese Joint Declaration 
established a framework of bilateral negotiations (between Portugal and China), 
and created special institutional bodies to operate Macau’s transition. By taking 
part in these bodies, the local business elites and their associations increased even 
further the scope of their political role in Macau, and now also in China. They thus 
became the fundamental actors in negotiating the terms of Macau’s transition. In the 
course of the 1980s, especially after 1987, the protection of Macau’s local business 
interests became an essential factor in China’s political strategy for Macau. Hence 
more opportunities were given to the Macau business elites to participate in China’s 
top policy making bodies, and to use that newfound political capacity to assure high 
political functions in the post-handover government.

As the decolonisation process reached the stage of administrative localization 
–the substitution of Portuguese bureaucrats for local residents possessing Chinese 
nationality – a change in actors did not alter the character of local power relations, 
expressed in the capacity of interest groups to influence, rather than to acquire po-
litical authority. The heritage of the Portuguese neo-colonial model remained, but 
it was now bound to be ‘recolonized’, not by Mainland officials but by those who 
possessed to right connections in Beijing; namely the local Chinese business elites. 
In this context, associations such as the MCA, the MIA and the MEIA have been the 
preferred vehicles for local Chinese businessmen with a political agenda. They want 
to shape economic policy in Macau in order to protect and enlarge their business 
interests, and eventually to perform political functions in Macau as well as in China. 

The negotiated character of Macau’s decolonisation process is found in the 
ways through which Portuguese officials and the Macau Chinese business elites 
shared and split political power in Macau, outside any dominant opposition frame-
work. Though this situation echoes the earlier patterns of negotiated colonialism 
(in which Macau’s jurisdiction was split between the Portuguese traders and the 
Chinese Mandarins), the de-colonisation period is characterized by the growing 
political power of local business elites, who first played the role of political coun-
terweight to the Portuguese administration, and that would later become the admin-
istration itself. These patterns have carried their legacy into the present situation, 
but the transition process has also served to introduce major economic changes and 
stimulate new economic and political decisions. The implications of Macau’s new 
political status for local state and business patterns will be the main theme of the 
remaining part of this study: the analysis of these patterns after the transition, with 
two case-studies about state-business relations in two different, but significant lo-
cal industries – the gaming and entertainment-related industry and the textiles and 
garments industries.



– 129 –

CHAPTER 4. 

Macau’s Integration in the Chinese State:  
post-handover political  

and economic trends (1999-2004)

4.1. Introduction 

On 20th December 1999, Macau became a Special Administrative Region of the PRC, 
in a ceremony full of political symbolism, and included the presence of Portugal’s 
and China’s top political leaders. The substitution of the Portuguese by the PRC’s 
flag, and the display of Macau’s own flag, concluded the process of national re-uni-
fication, completed with the People’s Liberation Army crossing through the border 
gates into Macau for the first time, welcomed and applauded by the crowds of people 
in the streets. 

This chapter examines the fundamental political and economic changes that 
have occurred in Macau after the handover. These include the replacement of the 
Portuguese administration by a local, Chinese one; policy shifts towards more gov-
ernment involvement in the regulation of the local economy, and the implementa-
tion of a regional economic integration agreement with China – the Macau-China 
Closer Economic Partnership Agreement (CEPA). These developments have trans-
formed political and economic relations between Macau and the Mainland, and local 
state-society relations, especially those between the new government and the largest 
social and economic associations. Assuming that the handover has fundamentally 
changed these two sets of relations, the question is to what extent local state-busi-
ness relations are now a result of long-lasting, local-specific patterns, and/or from 
the political and economic changes brought by the handover. As seen in Chapters 2 
and 3, Macau’s a-typical colonial past and a-typical de-colonization process shaped 
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political regimes and patterns of government-business interactions for a long time. 
Besides its obvious political significance, as displayed in the1999 ceremony, has the 
handover broken this pattern, or has it simply given it a make-over?

The chapter is divided into four sections. The first section starts by giving an 
overview of the developments that conducted the implementation of the Macau-
Mainland CEPA. It first looks into China’s strategy in becoming a global eco-
nomic power, and at the pre-existing economic patterns between Macau and the 
Guangdong region in Mainland China. It then looks into the contents of the Macau-
China CEPA, concluded in 2003, from a perspective of political and economic con-
vergence between China’s path towards global economic integration and Macau’s 
path towards regional integration.

The second and third sections describe changes in Macau’s state and business 
patterns, which have occurred within a climate of increased regional integration, 
mostly generated by CEPA. The change of government in Macau, the booming 
economic climate in China and the implementation of CEPA are believed to have 
stimulated local economic growth and given new opportunities for Macau’s busi-
nesses and a new political capacity to Macau’s post-handover government. The fact 
that these changes have occurred after the transition raises questions about the kind 
of influence that local business associations’ currently exert over the government 
(and vice-versa), and the kind of state-business relations which exist in the new 
context. Thus, both sections look into the kind of institutional change brought about 
by the transition, for example through the effects of the change of government and 
of its political program to rule the territory, or the creation of new associations and 
state-business organizations in the post-handover scenario. 

4.2. Regional integration in a globalising China:  
The Macau-China Closer Economic Partnership  
Agreement (CEPA)

Macau’s transformation into a Chinese Special Administrative Region (SAR) has 
coincided with a climate of international euphoria around China’s arrival and inclu-
sion in the global market economy – specifically through its long-awaited WTO 
accession in 2001. China’s accession to the World Trade Organisation is a symbolic 
and most evident aspect of its full integration into the global economy.

Macau and Hong Kong are currently China’s Special Administrative Regions 
(SARs). In that quality, they enjoy a high degree of political and economic au-
tonomy, which already existed, but which has been preserved with the transition. 
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However, the SAR status also entailed a re-definition of that same autonomy which 
should be in line with the PRC’s political and economic interests. From this per-
spective, Macau and Hong Kong constitute no exception to the decentralization 
model contained in the PRC’s developmental strategies. 

The economic links among the SARs and Mainland China have always been 
significant, but gained a new force with the PRC’s open door policies back in the 
late 1970s. Twenty years later, ‘China’s accession to the WTO has called for a new 
pattern of economic relations among the Mainland, Hong Kong and Macau’, ac-
cording to the Foreign Trade Minister of the PRC.1 In the particular cases of Hong 
Kong and Macau, the move towards deeper regional economic integration with 
China has taken the shape of two separate, but very similar, formal economic agree-
ments between the two SARs and the PRC. These economic agreements are known 
as Closer Economic Partnership Agreements (CEPA): one between Hong Kong and 
the Mainland, and the other between Macau and the Mainland. They were both 
signed in 2003, and both came into force in January 2004. 

In a nutshell, the PRC offers – through CEPA – favourable economic access 
and business conditions to Hong Kong and Macau, before it opens its markets to 
international trade and investments part of its WTO commitments. This form of 
economic integration brings a number of opportunities and challenges for entre-
preneurs from both the SARs and China. The CEPA specifically liberalizes trade in 
goods and services between the two SARs and the Mainland, thus bringing fresh 
economic opportunities for Macau and Hong Kong’s businesses. According to a 
Macau entrepreneur, before the CEPA he would target the Hong Kong and Euro-
pean markets: ‘now we have the golden opportunity to enter the Mainland market, 
on more competitive prices: a leather belt would have been sold for eight or ten 
dollars last year, but now we can sell it in China for five.’2

The CEPA agreements, as we shall see through the Macau case, constitute an 
example of political bargaining between local and central government to achieve 
formal regional economic integration. CEPA includes a set of rules concerning the 
facilitation of trade in goods and services, which uses international principles of 
trade reciprocity and non-discrimination, but which are combined with the home-
grown principle of ‘one country, two systems’. In practice, this means that Macau 
and Hong Kong have favourable access to Chinese markets before all the other 
WTO members because they are already part of China. 

1 China Daily, 19 November 2001.
2 Ponto Final, 09 January 2004.
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4.2.1. China’s strategies of integration into the global economy:  
the path towards WTO and CEPA 

The project of Chinese ‘market socialism’, as it was developed in the 1980s and 
1990s, reflected a clear intention to integrate China into the global economy and 
to prove that it was possible to use capitalism as a means to achieve fast growth, 
without necessarily changing the political system. Chinese market socialism en-
tailed that the state regulated the markets and the markets regulated the enterprises, 
which used China’s lower-cost opportunities to compete on the global stage (Silvei-
ra 2001: 1149). Chinese market socialism would not be complete without one of its 
main pillars, the ‘one country, two systems’ doctrine, which like ‘market socialism’ 
has become a conciliation, rather than a contradiction of terms. The one country, 
two systems was originally directed to solve the political questions of Hong Kong, 
Macau and Taiwan, but its reference to a ‘second’ system – the capitalist one – was 
soon picked up by those regions eager to industrialize and develop links with the 
global economy. In practice, the state partially regulated the markets, by selectively 
giving more administrative autonomy and economic decision-making power to cit-
ies like Shenzhen, Zhuhai and also Shanghai. 

Since the beginning of China’s state-led economic reforms in 1978, local and 
provincial governments have achieved a wide extent of autonomy in implement-
ing market-oriented economic policies in their respective municipalities, provinces 
and special regions. Decision making de-centralization was an essential ingredient 
to activate the ‘open-door’ policies. These policies opened some Chinese regions 
to foreign investment, under a set of special rules and government institutions, in 
charge of controlling and managing these flows (cf. Yabuki 1995, Breslin 1996, 
Silveira 2001). In 1978, four Special Economic Zones (SEZ) were created for this 
effect: Shenzhen, Zhuhai and Shantou (all in Guangdong province) and Xiamen (in 
Fujian Province). They were meant to attract foreign investment into the Mainland 
via these zones, but they also accelerated economic cooperation and integration 
with Macau, Hong Kong and Taiwan during the 1980s. Other Chinese overseas 
communities (from Singapore, Malaysia and Indonesia, Australia and the USA) 
took the opportunity of the ‘open door’ strategies, thus engrossing the flows of for-
eign investment, at least in its initial phase (Silveira 2001 : 1145). 

The SEZs served as the central government’s ‘laboratories for market experi-
mentation’ (Van Kemenade 1997: 185). They soon were in a favoured position to 
receive central government support, vis-à-vis other regions or municipalities, in 
the form of special funds for large scale infrastructure projects, such as the con-
struction of highways, airports, deep-water ports, and the overall modernization 
of transportation networks. The result was that the SEZs rapidly became boom-
ing industrial centres using outside capital and technology and combining it with a 
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capitalist-oriented management of mostly export-oriented industries. Provinces like 
Guangdong and Fujian boomed throughout the 1980s and 1990s. The respective 
provincial authorities gained wider administrative and legal powers to reverse the 
situation of economic isolation and impoverishment of the previous decades. For 
example, in 1978, Shenzhen was a village of about 20,000 fishermen and cities like 
Dongguan, which currently counts 1.3 million people, did not even exist (MacPher-
son 1995: 46). Places like Shenzhen and Zhuhai, once small fishing villages, have 
since evolved into booming industrial urban centres and have gained municipality 
status, occupying thus a higher position in the PRC’s politico-administrative struc-
ture. In a short period of time, these initially export-oriented and labour intensive 
industrial zones evolved into densely populated urban centres. In only ten or fifteen 
years, Shenzhen and Zhuhai went from agricultural to fast growing urban centres, 
combining industrial zones with ever expanding residential neighbourhoods. Tall 
buildings and skyscrapers, shopping malls and a multitude of entertainment areas, 
with massage and sauna parlours, discotheques and karaoke bars provide physical 
evidence that these places again grew quickly from industrial zones to more com-
plex economies, based on a growing demand for a wide range of services, with a 
huge increase in foreign investment and with a growing share in the national and 
global economies. 

China’s efforts to become part of the WTO shows well how the importance 
of the global market was taken into account in the PRC’s development strategy, 
and how this has been regarded as a positive factor for the economic growth and 
stability of the country. After more than a decade of negotiations, in 1999 the PRC 
signed an historical agreement with the US, with significant concessions on market 
access issues, which paved the way to China’s official WTO accession in December 
2001 (Drysdale et al. 2000: 2). For the PRC, WTO membership brings unequivo-
cal commitments to reform, but now within a global framework: commitments to 
the goal of free trade among WTO members and commitments to comply with the 
rules of the international trading system. China’s entry into the WTO has brought 
important changes both to the international trading system as well as to the PRC’s 
domestic economic environment (Drysdale 2000: 102). It affects the behaviour of 
countries and regions such as the USA, Japan and the EU in their policy towards 
China, and it affects Chinese policy behaviour in domestic trade and investment 
rules and practices. This, in turn, affects the domestic environment in which foreign 
and local firms have to operate and the behaviour of the firms themselves (Drysdale 
2000: 103). 

In this context, administrative decentralization leading to greater empower-
ment of local and regional governments has been indicative of an increasing tenden-
cy towards economic regionalization, especially after the handovers of Hong Kong 
in 1997 and Macau in 1999. For example, in July 2001, Chinese trade officials from 
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Guangdong’s provincial government proposed that Hong Kong, Macau and Guang-
dong should develop into an economically integrated region – ‘the Pearl River Delta 
Economic Circle’ – which would become one of the two main logistics centres in 
China: one the import-oriented Yangtze Delta (comprising coastal provinces around 
Shanghai) and the second the export-oriented Pearl River Delta.3 In October 2003, 
Chinese academics invited to study the proposal by the Guangdong government 
for an enlarged Pan-Pearl River Delta region declared that this plan would help in-
land provinces to benefit from the Macau and Hong Kong CEPA agreements.4 The 
Pan-Pearl River Delta economic region would encompass – besides Guangdong, 
Hong Kong and Macau – the provinces of Hainan, Fujian, Jiangxi, Yunnan, Hunan, 
Guizhou and Sichuan. Some of these a long way from the Pearl River Delta, and it 
would also include Fujian and Hainan, which do not have anything to do with the 
Pearl River. One academic from Guangdong’s Zhongshan University called it the 
‘Great South China Economic Region’: ‘Guangdong, Hong Kong and Macau have 
access to capital, technology, skilled labour and access to international markets. 
The hinterland has labour, agriculture, water, energy and tourism resources.’ Not 
only would this plan in principle grant a larger hinterland to Hong Kong and Macau 
businesses, but would also put this huge aggregate region on a par with the Yangtze 
River Delta region.5 Another expert said that the Pan-Pearl River Delta region could 
potentially form a Free Trade Area with the ten ASEAN nations: ‘Since the Pearl 
River Delta as it is, is too small to be an ASEAN partner and since we cannot make 
the whole of China into an FTA, in terms of a Pan-Pearl River Delta economic area, 
this idea is in principle possible.’6

The process of knitting together the Guangdong region with Hong Kong and 
Macau, has effectively begun with CEPA. Though initially, CEPA was not a central 
government’s idea, it has quickly become part of the PRC’s strategy to simultane-

3 The first step to achieve would be transport development, through the construction of express-
ways, railways and bridges to interlink Guangdong and the two SARs. These statements came 
after a succession of meetings with Hong Kong officials, who were very active in promoting 
this idea. The preliminary plan devised an international deep water port in the islands between 
Hong Kong and Macau, which are part of the Mainland. These would all be connected 
by a bridge spanning 32 km, integrating in such a way Hong Kong, Zhuhai and Macau. 
Guangdong officials favoured this idea for two reasons: ‘it would supplement Hong Kong’s 
Victoria Harbour’ and ‘Macau would therefore not need to reclaim more land’ (Chen Shenghe, 
Director of the Guangdong Trade Development Bureau, in China Daily, 17 July 2001).

4 South China Morning Post (SCMP), 11 October 2003.
5 The Yangtze Delta Region is comprised of all provinces located on the basin between the 

Yellow and the Yangtze rivers up until Shanghai, which is now one of the most important 
services hubs in China. 

6 SCMP, 11 October 2003.
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ously assert its own idea of domestic capitalism under the guidance of one central-
ized state, and its own political and economic position in the global economy. The 
CEPA is the materialization of the central government’s promise to simplify cus-
toms procedures and allow for freer mobility in goods, services, technology, capital 
and people between China and the SARs, without failing to comply with WTO 
international rules and practices. With these agreements, China has found a means 
to prepare a regional economic bloc, comparable to the EU or NAFTA, which does 
not defeat the logic of economic reform and actually reinforces China’s position in 
the WTO, in combination with Hong Kong and Macau.

4.2.2. An overview of the Macau-Guangdong economic relations

In 1978, when China began opening its economy, Hong Kong and Macau were 
still ‘foreign colonies’: Hong Kong ranked as an ‘Asian Manufacturing Tiger’ and 
although Guangdong was obviously close by, the access to its markets, to its peo-
ple and labour was restricted to a few channels, mainly water, energy and food 
supply, and was conditioned by the political circumstances.7 Since the beginning 
of the open door policies, this province, one of the most impoverished regions in 
China, started to register ever rising levels of economic growth, in a similar fashion 
to Hong Kong or Taiwan’s experiences back in the 1960s (Chen 1994: 169). As 
time went by, businessmen from Hong Kong, Macau, Taiwan and overseas virtually 
‘colonized’ the SEZs in the Pearl River Delta, mainly by subcontracting business 
activities and investing in local firms. The increase in outside investment provoked 
an urban explosion around labour-intensive manufacturing activities, while the re-
gional governments set up modernized transportation networks of container ports, 
river ports, airports and highways. 

The fast growth and development of the SEZs, especially of Zhuhai, has in 
many ways pre-empted Macau’s role as the natural gateway to China in the western 
part of the Pearl River Delta. In the period ranging from 1978 up until the handover, 
Macau shared very similar economic goals with Guangdong’s developing cities, 
especially Zhuhai. Both cities went through a period of economic diversification 
into upgraded industrial/manufacturing activities, ranging loosely from the mid-
late 1970s to the late 1980s. Throughout the 1990s, both cities sought to develop 
and expand a modern services’ infrastructure, with the creation of airports, high-
ways, bridges and real estate development. The Portuguese administration of the 

7 As seen in Chapters 2 and 3, the control of these channels was in the hands of regional 
authorities and, since 1949, in the hands of PRC monopoly groups such as the Nam Kwong.
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late 1970s and 1980s did not expect that the SEZs would develop so fast and so soon 
compete with Macau in becoming the ‘second’ services hub in the region. In this 
sense, both the Portuguese administration and the local private sector had to adapt 
fast to these changing circumstances. 

In the course of the 1980s and the 1990s, the economic complementarities 
between Macau’s entrepreneurs and their Mainland partners developed mostly in 
the form of subcontracting practices and out-processing activities in Guangdong 
for its export-oriented industries.8 However, Macau’s ‘comparative advantages’ in 
production and distribution of light industrial goods also dropped due to lower costs 
elsewhere. Moreover, local investment activities – contrasting with the situation 
between Hong Kong and Shenzhen – went further inland, beyond the Zhuhai SEZ. 
For Macau’s entrepreneurs, Zhuhai was never really an attractive place in which 
to invest because the cost differentials in labour, property or finance were not that 
significant in comparison to other locations further up the Western shores of the 
Delta. Macau businessmen have usually preferred to invest around Zhongshan, not 
only because of lower costs but also because many Macau entrepreneurs have their 
family origins in this region.9

The Portuguese government of the late 1980s and 1990s engaged in massive 
investment in physical infrastructure with the crucial support of the Macau’s gam-
ing monopoly group. This enormous investment effort consisted of, almost simul-
taneously, building another bridge between Macau and Taipa (Ponte da Amizade), 
the Macau airport, a new container port, the Lotus Bridge in the COTAI – which 
functions also as a border between Macau and the Mainland – as well as several im-
portant land-reclamation projects.10 The Portuguese attempt, albeit late, to develop 
Macau’s physical infrastructure was meant to guarantee the territory’s participation, 
not necessarily in the regional economy, but especially in the ‘global’ economy, in 
order to ‘break its dependency towards Hong Kong and to position itself as a West-
ern PRD gateway economy vis-à-vis Zhuhai’s tunnel economy’ (António and Rosa 
1996: 204). Relying on the territory’s ‘free-port economy’ status – which Zhuhai 
does not have – throughout the 1990s, the Portuguese shyly tried to capitalize on 
the internationalisation of the Macau services, even if their competitive value was 
in the surrounding region. 

It should be noted that, still during the transition period, the Portuguese ad-
ministration had studied a proposal to implement a free trade zone between Macau 

8 This point is further discussed in Chapter 6. 
9 Interview with T.K.I., Macau February 2002.
10 Including the Coloane and Taipa Isthmus (COTAI), the NAPE and the ZAPE (reclaimed land 

areas around the outer harbour).
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and the Mainland. 11 The conclusion at the time was that in the face of such enor-
mous difference in trade regimes between Macau and the PRC, it was impossible 
to establish and achieve integration between the two customs territories, because 
this would imply not only the integration of the tariff schemes, but also a common 
external trade policy, which would not be possible before the transition. The transi-
tory nature of Macau’s government did not allow a fully-fledged government-to-
government regional cooperation, resulting in overlapping projects and increased 
competition between these two cities for foreign and also Mainland investment. 
For example, in the years preceding the handover, the relationship between Macau 
and Zhuhai was one of competition for large infrastructure projects. The airports 
of Shenzhen, Zhuhai and Macau were all completed in 1995. The Macau Airport 
stopped offering inter-continental flights to become a busy regional air-hub in 1999. 
Offering more than ten flights a day to and from Taipei and connecting them with 
the more than ten daily flights to Shanghai and other large Chinese cities, the rela-
tive under-usage of Macau’s airport also owes to the fact that the overwhelming 
majority of tourist and business travelers usually comes into Macau through land 
or sea borders.12

The PRC’s open-door policies logically attracted investment from Macau into 
the Mainland, but the reverse also happened, with the increase in investment flows 
from the Mainland into Macau, during the transition period. In 1998, Mainland Chi-
nese businessmen were the largest investors in Macau, with a share of 60 per cent 
in the financial sector, 50 per cent in insurance, 80 per cent in construction and real 
estate, 30 per cent in import-export trade and 50 per cent in tourism infrastructure.13 
Although until 1999 there were no statistics available in Macau relating either to 
incoming or outgoing investment, Chan (2000: 53) relies on Chinese sources to 
claim that the PRC and Hong Kong are the largest outside investors, which together 
account for around 70 per cent of incoming foreign direct investment in Macau.14 
Hong Kong’s investment has traditionally concentrated in industrial manufacturing 
and services, which contrasts with the domination of PRC capital in the construc-

11 ‘Proposta de Implementação de Comércio livre entre Macau e a RPC e de Isenção de Direitos 
Aduaneiros’, Macau Government, July 1996.

12 Ponto Final, 5 March 2001.
13 Jornal a Tribuna de Macau, 02 February 1999.
14 There are statistics available on Macau’s investment in Guangdong, but these are Chinese 

official statistics and aggregate figures from HK and Macau. No statistical data exists on the 
volume of Macau’s investment in China, at least data that are issued by local authorities and 
available to the public. 
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tion and property development sectors.15 This is said to have provoked the ‘hyper-
urbanization’ of Macau, with continuous construction in the areas close to the north-
ern border and on Taipa Island (Jalles 1998: 720). Besides the impressive Bank of 
China local headquarters and branches, there are more than 400 Mainland firms in 
Macau and their businesses cover trade, finance, tourism services, restaurants and 
hotels, property development and construction (Jalles 2001: 24).

4.2.3. Hong Kong and the origins of the CEPA 

Hong Kong has been experiencing an economic recession since the 1997 Asian 
Crisis, the same year of its handover and of its new status as a China SAR. In a time 
of recession, the mild political crisis (especially around what is locally perceived 
as an inadequate government), and the growing importance of Shanghai as China’s 
financial and trading centre constituted push factors for the proposal for a free trade 
area, or a ‘closer economic partnership agreement’ (CEPA) with China. 

In 2001, the Hong Kong-Guangdong Cooperation Joint Group acknowledged 
the need to create a high-tech joint industrial zone, in order to make economic 
development more even between the SAR and Guangdong since differences in legal 
systems had in the past prevented these economies to merge further.16 The possibil-
ity to establish a free trade area, specifically between Hong Kong and the Mainland 
was for the first time reported in December 2001, in the same month of China’s 
official accession to the WTO. According to the local press, the plan was initially 
proposed by the Hong Kong Chinese Chamber of Commerce (HKCCC) and after 
consultation with senior Hong Kong officials and the PRC’s Ministry of Foreign 
Trade and Economic Relations (MOFTER), the term ‘closer economic partnership 
agreement’ was chosen over the term Free Trade Area, because it better reflected the 
special characteristics of the arrangement.17

The Hong Kong delegation presented the project of a Hong Kong-Shenzhen 
CEPA in 2002, during the PRC’s annual People’s Political Consultative Conference. 
It proposed the removal of trade barriers and market entry for virtually all kinds of 
services in China, while in turn, Hong Kong would offer equally facilitated market 

15 In 1999, it was estimated that Mainland firms owned assets of MOP 50 billion in the 
construction and property sector (Macao Daily, 15 June 1999).

16 Concrete proposals coming out of this conference were basically two: to keep an around-the-
clock open border between Shenzhen and Hong Kong, and to proceed with plans to build a 
bridge linking Shenzhen, Zhuhai, Hong Kong and Macau (SCMP, 23 August 2001). 

17 Hong Kong I-Mail, 18 March 2002. 
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access for Mainland professionals.18 The CEPA would thus secure immediate ac-
cess for HKSAR companies to the Mainland market, before the schedule agreed 
to by the PRC to open its markets in the framework of its WTO commitments. 
While the foreign business communities prepared themselves for that moment, from 
January 2004 onwards, the two CEPAs give earlier and facilitated market access to 
Hong Kong and Macau businesses. The CEPA plans immediately rose to the top 
of the central government’s priorities. Already in 2002, the relevant government 
departments, especially the MOFTER, started to map out timetables to establish 
CEPA as soon as possible. The central government also authorized Guangdong’s 
provincial government and Shenzhen and Zhuhai’s municipal governments to initi-
ate talks with the MSAR and HKSAR governments to select particular spaces for 
joint-economic zones.19 

During the year 2002, the CEPA was a topic that appeared frequently in the 
Hong Kong newspapers. Amidst a climate of discontent towards Hong Kong’s 
Chief Executive’s poor performance in times of economic recession, for the Hong 
Kong Chinese business community alone this agreement made sense. The economic 
ties between Shenzhen and HK had been ‘firmly established throughout the years, 
with benefits for both parties; these links would continue even without the CEPA’, 
in the words of the vice-chairman of the HKCCC.20 In declarations to the SCMP, 
the HKCCC vice-chairman said it was encouraging to hear top government officials 
calling for more economic integration: ‘[CEPA] is not exactly the case of political 
leaders getting ahead of the trends; it is rather that Chinese rhetoric has caught up 
with economic reality’.21 

In practical terms, the CEPA is in line with the interests of the Hong Kong 
business community, because it erases obstacles to their economic activities in the 
Mainland. It re-defines principles of mutual recognition and non-discrimination be-
tween Hong Kong’s and PRC’s companies, and between Macau and PRC’s compa-
nies. In the words of a Hong Kong businessman: ‘We are all part of China anyway, 
so why should a Hong Kong company be treated like any other foreign entity when 
doing business in China?’22

It was clear from the beginning that Hong Kong and Macau would enjoy the 
same conditions, but the agreements were conducted separately. Although Hong 
Kong and Macau have the same constitutional status, the central government main-

18 China Daily, 12 March 2002.
19 China Daily, 12 March 2002.
20 SCMP 25 February 2004.
21 SCMP 25 February 2004.
22 SCMP 30 October 2001.
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tains separate political relations with both territories. The regional economic inte-
gration of Hong Kong and Macau into the Mainland does not entail deeper integra-
tion mechanisms between the two special administrative regions, which continue to 
be politically separate territories, but which nevertheless are integrated through old 
and strong business ties. 

4.2.4. The Macau-China CEPA 

The CEPA is an economic agreement liberalizing trade in goods and services be-
tween the SARs and the Mainland. By removing customs duties and by giving non-
discriminatory treatment to the SARs’ services companies, the CEPA establishes an 
‘economic zone with the characteristics of a free trade zone’.23 It is a sui generis 
free trade zone because it establishes bilateral exemptions in trade, services and 
investment flows between separate customs territories, which belong to the same 
country or nation-state.24 

The Macau-Mainland CEPA was signed in October 2003, three months after 
the signing of the Hong Kong-Mainland CEPA and exactly four months after a 
delegation of Macau’s top government officials went to Beijing to officially launch 
negotiations.25 In the few negotiation rounds to set the terms of the agreement, the 
MSAR government hosted several meetings with the local business sector, to pre-
pare and negotiate the new trading conditions. For the Macau Secretary of Economy 
and Finances, Francis Tam, the CEPA represents a ‘way of enlarging the volume and 
space of bilateral cooperation between China and Macau,’ and the ‘high commit-
ment, attention and support given by the central government to increase prosper-
ity and development of its special administrative regions.’26 The agreement is also 
intended to support local government policies in adequately diversifying Macau’s 
economic structure and to strengthen its role as a regional trade platform: ‘the CEPA 
is a strategy that responds to both trends of globalization and regionalization by 
promoting bilateral complementarities between Macau and China.’27

Before CEPA, the trade between Macau and China was conditional upon the 
payment of customs duties and taxes (tariffs) and the services provided by Macau 

23 According to the Vice-Minister of Foreign Trade of the PRC, An Min 
(Macau Image, #39, 2003, p.8.)

24 Macau-Mailand CEPA (MMCEPA), 2003, Preamble.
25 MSAR Information and Communication Cabinet (MSAR GCS), 17 June 2003. 
26 MSAR GCS, 20 June 2003.
27 MSAR GCS, 20 June 2003.
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companies were subject to several restrictions. Depending of the type of services, 
the Macau businesses could only enter the Chinese market through a joint-venture 
with a Mainland counterpart. Since CEPA, this situation has changed. The Macau-
Mainland CEPA covers three areas: liberalization of the trade in goods; liberal-
ization of services’ trade, and trade and investment facilitation clauses. Regarding 
trade in goods, the agreement abolishes tariffs on 273 categories of products, which 
cover about 96 per cent of ‘made in Macau’ products that are exported to interna-
tional markets.28 For other goods not yet included in the agreement, the Mainland 
has agreed to apply zero-tariffs no later than January 2006.29 The Macau govern-
ment expects to save several billion Patacas worth of tariff payments per year, while 
it also agrees to bind its tariff regime to zero-import tariff to all goods from the 
Mainland.30 Encouraged by the absence of tariffs, it is expected that more of Ma-
cau’s and Hong Kong’s products will reach the Mainland’s shops and shopping 
malls. The same for Mainland products, although these have reached and dominated 
Macau’s markets for a long time. 

Regarding trade in services, the PRC has agreed to grant concessions on mar-
ket access for eighteen service sectors.31 However, there are still differences in the 
conditions of access, depending on the type of service.32 From all the services cov-
ered by the CEPA, legal services, added-value telecommunications and insurance 
are subject to a joint venture or joint-partnership with a Mainland counterpart, but in 
which (contrary to joint ventures with other foreign investors) Macau’s businesses 
can take more than 50 per cent of the shares of the enterprise. In all the other servic-
es’ categories, the CEPA allows for the possibility of Macau’s firms to set up wholly 
owned businesses in the Mainland and receive the same legal treatment as a Main-

28 The extensive total list of 273 items/products include, for example food and beverages, 
textiles and clothing products, electronics and electric goods, paper articles, plastic articles, 
pharmaceuticals, etc. (MMCEPA, chapter II, art.5). 

29 MMCEPA, chapter II, art.5, 2. 
30 MMCEPA, chapter II, art.7.
31 These are: legal services, accounting, architecture, medical and dental services, real estate, 

advertising, management consulting, convention and exhibition services, added-value 
telecommunications, audio-visual, construction, distribution, insurance, banking, securities 
services, tourism, transport and logistics.

32 For instance, in legal services, both law firms and practicing lawyers of Macau can only act 
in partnership with Mainland firms. Additionally, only lawyers who have passed the required 
examination by the PRC authorities are allowed to handle legal work in the Mainland. In 
architectural and engineering services, firms from Macau are allowed to operate in the 
Mainland on a wholly owned basis, which means that here the joint venture or required part-
nership with mainland firms does not necessarily apply.



REGIONAL INTEGRATION AND DIFFERENTIATION IN A GLOBALIZING CHINA

– 142 –

land firm, though under the special category of ‘Macau Services Supplier’.33 The 
applicants to become a Service Supplier in China are subject to requirements that 
vary across sectors, but in which they have to possess the required, or equivalent, 
professional qualifications as their Mainland counterparts. An interesting feature of 
the agreement is that there is a blank page in it entitled ‘Agreement on opening up 
of Macau’s services sector to the Mainland’.34 This is because prior to CEPA, Ma-
cau already offered facilitated access to Chinese firms. Chinese services’ businesses 
have operated in Macau for a long time, and so have Macau’s businesses in China, 
but not in services. 

In Macau, government officials and entrepreneurs alike consider the liberali-
zation of some service sectors as a ‘gift’ from the central government: it came first 
to assist Hong Kong, but Macau benefits the same way and has now the possibility 
to offer a wider range of value-added services in China. 35 According to China’s 
WTO commitments, until 2007, foreign firms are only allowed to come into China 
through joint-ventures, or business partnerships with Mainland firms. After 2007, 
these measures are scheduled to be abolished, i.e., foreign firms will be allowed to 
acquire the majority of shares or set up their wholly-owned businesses, for example 
in the telecommunications sector. The CEPA, on the contrary, allows local telecom 
firms to set-up wholly owned businesses and branches and acquire Mainland firms, 
from 1 January 2004 onwards. Under the CEPA, Macau and Hong Kong business-
men are also able to circumvent geographical restrictions for the supply of services 
and are allowed to take part in nation-wide distribution services. In selected sectors 
they can even wholly acquire Chinese domestic firms.36 In this sense, the capacity 
of Macau’s services firms to enter the Chinese market is indeed a nice prospect for 
local consultants, distributors and traders, because they have a comparative advan-
tage in regard to foreign companies from Asia, the U.S. or Europe. This advantage 
is of a socio-cultural nature; they are better equipped because they have the ‘know-
how’ of the way businesses are conducted in China. For potential investors from 
America, Europe or Asia, it does help to possess knowledge of the Chinese lan-
guage, and at a very minimum, familiarity with Chinese laws and ways of dealing 
with government officials. Without at least a Chinese business partner, and without 

33 This can be any natural or juridical person, registered and organized in compliance with the 
laws of the Macau SAR. Natural persons (individual business owners) should be permanent 
residents of the territory, and for juridical persons, the companies should be organized under 
the Macau Commercial Code Registry.

34 MMCEPA, p.32 (Portuguese translation).
35 Interview with T.K.I., Macau, February 2004.
36 ‘A Guidebook to CEPA’, Macau Economic Services, 2003, p.12.
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the range of connections needed to establish a business in China, it will for the mo-
ment remain very difficult for any foreign company or investor to enter the Chinese 
markets. However, for most of Macau’s businesses this does not constitute a prob-
lem, because they have developed their own organizations and networks that have 
enabled them for quite some time, to protect their business interests in China. CEPA 
is the ‘cherry on top of the cake’ for Macau’s businessmen, who are now on an equal 
footing with any Mainland entrepreneur. The CEPA thus brings a unique opportu-
nity for Macau’s entrepreneurs ‘to expand their development space by entering the 
Chinese market on equal terms with any other Chinese citizen.’37

4.3. Political patterns  
and institutional change in the MSAR government

Besides the economic opportunities it provides for local businesses, the CEPA has 
also conferred a new political capacity to the local government in its role to partici-
pate and intervene more actively both in the local and regional economies. This is 
part of a new trend in the post-handover government which deserves some attention. 

The aim of this section is to find out whether the handover has produced dif-
ferent political patterns, vis-à-vis those from the pre-handover period described in 
Chapter 3. Apart from CEPA, the MSAR government has taken specific economic 
measures and policies after the handover. Macau’s new political condition points to 
a new trend of increased government involvement in the local society and economy. 

4.3.1. The political system and the relationship Macau-China 

In the replacement of the Portuguese executive by a Chinese one, the political 
architecture of Macau – an executive-led and closed political system with few and 
restricted channels of political participation and representation – was basically left 
unchanged, according to the principle of administrative continuity, as announced in 
the 1993 Basic Law. The maintenance of a closed, elitist, governmental system in 
Macau is a legacy from the Portuguese times, in the sense that it had been developed 
by the Portuguese administrators to specifically operate Macau’s de-colonisation, 
not towards independence but towards reintegration in the Chinese state. 

37 ‘A Guidebook to CEPA’, MES, 2003, p.16.
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According to the Basic Law, the Macau SAR enjoys full and independent 
executive, legislative and judicial power, except in matters concerning external rep-
resentation and defense.38 The Basic Law also admits the possibility that the MSAR 
may have its powers extended, either by the People’s National Congress or by the 
central government (article 20). This means that Macau’s basic powers (executive, 
legislative and judicial) enjoy a high degree of autonomy, but they are still ‘del-
egated’ by China’s central government. The political system of Macau should thus 
be in conformity with the principle of ‘one country, two systems’ and the prin-
ciple of autonomy of local institutions. The principle of the ‘one country, two sys-
tems’ consolidates the political legitimacy and autonomy of Macau’s government, 
in harmony with China’s own political system. ‘Macau is both an element of the 
Chinese nation and an autonomous party in the world economy; (…) our develop-
ment opportunities are determined by our country’s progress.’39 The ‘one country, 
two systems’ is presented also as an economic advantage, to the extent that Macau’s 
system adapts to the interests of the country, in this case China, so that they become 
one and the same. According to one local deputy, ‘one country, two systems’ in 
practice means that ‘ (…) if the situation is not good in China, then it is not good for 
us either (…) Our system is politically and economically self-sufficient, I believe it 
is a good enough system, but provided that China remains as it is.’40

At the top of the local political system is the Chief Executive. He is both the 
chief of the executive government and Macau’s highest political representative. At 
the local level, the Chief Executive is chosen by a special electoral commission, 
composed of 300 members representing local interests and sectors. Based on the 
electoral results, the central government then approves and nominates the Chief 
Executive.41 In relation to the Legislative Assembly, the Chief Executive does not 
have to respond to its deputies, only to his Secretaries (ministers).42 He is in fact 
Macau’s political chief as highest representative and as the leader of the govern-
ment. This concentration of powers in the hands of one individual is similar to 
the previous colonial situation. However, the colonial Governor did not have to 
respond to Macau’s population, the same way the Chief Executive does, because 
the Governor was nominated outside Macau. In this sense, even if restricted, the 

38 Basic Law, 1993, articles 12, 13, 14, 15, 16.
39 LAG’s, 2000, p.8.
40 Interview with J.F., Macau, February 2004.
41 Basic Law, 1993, Article 47.
42 The Chief Executive may also refuse legislation proposals from the local deputies, he may 

dissolve the Legislative assembly, but he needs the assembly’s approval of the annual budget.
(Basic Law, articles, 50, 51, 52).
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indirect election of the Chief Executive has introduced a semi-democratic com-
ponent into Macau’s political system. At the same time, the Chief Executive has 
to respond to the central government, in a similar way to the colonial Governor in 
relation to the Portuguese government. 

After the handover, the Macau Chief Executive possesses two key political 
functions: he is the local chief of government and Macau’s highest representative 
(abroad or in China). This situation differs significantly from the previous one, in 
which people like Ho Cheng Peng (see chapter 3) were ‘de facto’ representatives 
of the PRC in Macau, and not the Portuguese government.43 In China, the Macau 
Chief Executive is a permanent member of the People’s National Assembly and of 
the Standing Committee of the People’s Consultative Conference in Beijing. Prior 
to the handover, the appointment of key government positions in Macau depended 
on political affiliations in Portugal’s ruling parties. Today, the individuals that hold 
those positions in Macau now depend, at the very least, on a pro-Beijing political 
attitude, and ideally, on their participation and affiliation with China’s central gov-
ernment institutions. 

43 For a discussion on this point, see Chapter 3.
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Figure 1. The political structure of Macau SAR
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Macau’s political relations with China are not exclusively circumscribed to 
the central government level. In events such as CEPA or in the creation of the Fo-
rum between China and the Portuguese-speaking countries (see below), the MSAR 
government has enjoyed a wide degree of autonomy to engage in regional inter-
governmental cooperation, though ultimately subject to the central government’s 
approval. Under the leadership of its Chief Executive, the Macau government has 
acquired unprecedented political profile in both regional and central-level govern-
ment bodies. 

One of the key goals of the current MSAR government, as stated in the an-
nual policy addresses, is to increase economic and political cooperation with 
China, especially with provincial and municipal governments in the Guangdong, 
Guangxi and Fujian regions.44 The Liaison Group for Macau-Guangdong Coop-
eration (GLCMG)45 is a regional inter-governmental group, which could not have 
existed before the handover because of the colonial nature of the political system in 
Macau. The creation of this group in 2001 constitutes a concrete example, prior to 
the CEPA, of how the handover has produced a re-orientation towards more politi-
cal integration with China, in this case with the Guangdong provincial government. 
This re-orientation is based on concrete economic circumstances, as seen in the 
previous section on CEPA, but it is conducted at a high political level. This group 
includes representatives of Guangdong’s provincial government such as the director 
of Guangdong’s Cabinet for Macau and Hong Kong affairs, the Guangdong’s CCP 
chairmen and Macau’s Chief Executive and his top officials (Secretaries). 

They convene at least once a year to ‘develop permanent mechanisms of 
bilateral cooperation between Macau and Guangdong province.’46 This group 
provides policy orientation for the respective local and regional government of-
ficials, in a variety of fields such as trade, infrastructure, environment, education 
and culture, technology and science. For this purpose, and adding to its permanent 
members, the GLCMG is composed of several specialized research groups and 
committees, forming an effective regional ‘think-tank’, which so far has increased 
cooperation in areas such as fire brigade cooperation, medical assistance and spe-
cific border issues – especially important since the SARS (severe acute respiratory 
syndrome) epidemic outbreak in 2003, and of course the implementation of CEPA 
in January 2004. 

44 Cf. LAG’s, 2000, 2001, 2002, 2003.
45 In Portuguese - Grupo de Ligação para a Cooperação Macau-Guangdong.
46 LAGs 2001, p.30.
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4.3.2. The new political discourse and the reform of the local bureaucracy 

After the transition, Macau’s political system has kept its executive-led properties, 
but has given them a new political and ideological content. One of the key goals of 
the MSAR government is to provide a ‘better service’ to the local population. It pres-
ents itself as a ‘responsible government, which is not meant to interfere with Macau’s 
social order, but to guide it in the best possible way.’47 The ‘transition process’ is no 
longer part of the political vocabulary nor is it a key goal for the government; instead, 
the handover is now referred to as ‘Macau’s return to the Motherland’– zuguó in 
Chinese – which means literally, the country of the ancestors. In this light, the main 
political goal of the new executive is to cement the local population’s ‘traditional 
love to China and to Macau.’48

The MSAR executive has devised a new politico-administrative logic, without 
discarding the existing politico-administrative structure: to reform all government 
institutions, by simply increasing the efficiency, morale and morality of government 
workers. Since they are no longer Portuguese-speaking cadres, who had their politi-
cal loyalties elsewhere, the effort is to select those who are qualified and politically 
loyal to China. For this task, the MSAR government now counts a relatively large 
pool of young, qualified Chinese who now regard the possibility of a government 
career as an attractive alternative to one in the private sector. 49 

The first program of the MSAR government (Guidelines for Government Ac-
tion) contained a number of measures to ‘to reform administrative practices in the 
local public institutions’, in order to ‘increase transparency, fight corruption and 
rationalize human resources’.50 The re-classification of the Macau civil service is 
justified by the need ‘to stimulate the morale of public servants and train them to 
be honest, honourable and patriotic,’ because ‘having no sense of national duty will 
perpetuate a superficial fulfillment of public functions.’51 

47 Edmund Ho, transcription of his speech on occasion of the 2nd Anniversary of Macau’s 
Handover, 20 December 2001.

48 Edmund Ho, Report by the Chief Executive on the guidelines of government policy for the 
year 2000, March 2000. 

49 During my research period at the Macau governmental departments, I met several mid-level 
government cadres, who usually came from an entrepreneurial family background, held at least 
one university degree, with ages between late twenties to late thirties.

50 For example, in 2000/2001, it merged the Cooperation and Development Fund with the Macau 
Foundation and extinguished both of Macau’s municipalities (Loyal Senate and the Islands 
Municipality) replacing them with the Institute for Civil and Municipal Affairs (IACM).  
(cf. LAGs 2000, 2001)

51 LAGs, 2001, p.11.
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Implicit in these goals is the fact that the Portuguese government did not in-
vest much in the education and training of local civil servants, firstly because of 
Macau’s colonial status and secondly because of the transitory nature of the govern-
ment during the de-colonisation period (see chapter 3). The MSAR government has 
tried to change this situation. Much in contrast with the previous Portuguese admin-
istration, the MSAR government has prioritised the training of young civil servants 
through a program called ‘Education, Training and Recycling Actions’, in order to 
‘implement educational and cooperation methods of public service inspired in those 
successfully applied in Singapore.’52 This program consists of specialized courses –
including one on the ‘one country, two systems’ doctrine – and compensation/sanc-
tion schemes for government workers. Also, more funds and functions have been 
attributed to the Anti-Corruption Committee, an intra-governmental organization, 
which investigates and verifies the professional conduct of government workers 
and public institutions. In the quest for an improved civil service, the Macau Chief 
Executive – who has had a successful career both as businessman and association 
leader – wants ‘to form the elites of next the century, (for whom) patriotism and 
civic conscience should come from the educational system (…) so that tomorrow’s 
citizens share the spirit of love of China and love of Macau.’53 

Chief Executive Edmund Ho has publicly admitted that the people in Macau 
are not used to asking the government for support. 54 He believes though that this 
situation can change by increasing the quality and efficiency of public institutions, 
just like in any corporate business: ‘[the] government’s capacity depends on the 
moral stability of civil servants and their capacity in offering a quality service to the 
population.’55 The political discourse of the Macau government is now character-
ized by a mix of patriotism, paternalism and managerialism. Macau’s government 
officials are former associations’ leaders with successful business careers and they 
promise to run the government in a similar way that chief executive officers run a 
large company.

After the handover, the MSAR government wishes to serve and reach Macau’s 
entire population, whereas the previous Portuguese administration served mainly the 
interests of the local business elites, assuming these to be the logical representatives 

52 LAGs, 2001, p.26.
53 LAGs, 2000, p.6.
54 In his study about civic participation in Macau during the transition, Sousa Santos (1998) 

pointed to the fact that because of language difficulties (Portuguese was the official language 
in public institutions, prior to the transition) the population of Macau resorted to private, 
rather than government mechanisms of social and economic support.

55 LAGs, 2001, p.20.
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of the local community. However, most of Macau’s top government officials belong 
to these same elites, like the Chief Executive himself and most of his Secretaries 
and political deputies. Changes at the level of public institutions have been carried 
out in a spirit of ‘corporate restructuring’ so that the ‘client’, in this case Macau’s 
overall population, gets a quality service, but remains excluded to decide on major 
political and economic issues, just like during colonial times. In the opinion of a 
former Macau government official, this is one of Macau’s greatest post-handover 
challenges; that it should be a ‘democratic society’, and not the government, which 
will ‘lay down the building blocks of Macau’s post-handover development.’56 Like 
many former Portuguese administrators in the 1980s and 1990s, he believes that 
Macau’s civil society should ‘look up to the Hong Kong example to demand more 
democratization’. In his opinion, this could be possible but only if the local Chinese 
associations re-defined their role, ‘not only as collaborators, but also as opponents 
to the government if necessary’.57 Expressing a radically different position, a local 
Chinese businessman believes that the reason why pro-democracy movements are 
strong in Hong Kong is because Hong Kong has bad leadership.58 From his perspec-
tive, if the Macau government is more involved after the handover, not only is this 
good, but it also happens because the local business community supports it. 

4.4. Government Policies in post-handover Macau

At the local level, the new government has acquired more power to initiate a wide 
range of economic policies, not only in cooperation with regional governments, 
but also on its own initiative. After the handover, the government has aimed to 
‘intensify intervention in gambling sector management and adjust land concession 
policies, improve labour conditions and stimulate the use of new technologies to 
restructure the local industry (…) so that Macau can use its unique advantages as a 
major regional and global tourist destination.’59

Every year, the MSAR government publishes its political programme – the 
Guidelines of Government Action – and presents it to the Legislative Assembly, 
where it is discussed in plenary session. The guidelines of government action iden-

56 Interview with Jorge Rangel, Macau Feb/March 2004.
57 Interview with Jorge Rangel, Macau Feb/March 2004.
58 Interview with P.K., Macau, March 2004.
59 Cf. LAGs, 2000, 2001.
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tify the key policy goals and give general policy orientation on a sector basis. In the 
years following the handover, the keys goals of the governmental programme were:

• to regulate Macau’s most lucrative economic sector; the gaming industry, 
in order to further stimulate the development of a modern services, tourist-
oriented economy. 

• to facilitate further economic integration with the Mainland (through the 
implementation of CEPA and development of other forms of inter-govern-
mental cooperation with Guangdong).

• To use Macau’s unique linguistic advantages to stimulate economic coop-
eration between China and the Portuguese-speaking countries. 

• To create or further develop relevant local institutions in order to facilitate 
the access of Macau’s entrepreneurs to regional and global markets.

4.4.1. Policies concerning the gaming sector 

The gaming industry plays a central role in the new government’s policies, because 
of its importance in the local economy and because it is the main source of govern-
ment revenue. In this respect, the MSAR government has inherited a situation com-
ing from colonial times: a large income base, of which the lion’s share are the fiscal 
revenues generated by the casino monopoly concession. 

While the policy strategy of the previous Portuguese administration had been 
based on simply exploring the financial advantages from licensed gambling for re-
investment in infrastructure, the MSAR executive immediately started working on 
a new legal regime regulating the gaming sector. This new gambling regime in-
cludes an increase in the number of licensees, the possibility of outside investors 
to come into the local gaming industry, and the regulation of credit-concession in 
local casinos. 60 In the last four decades, the gambling industry has been the main 
cause of economic growth in Macau, but this sector is also vulnerable to unforeseen 
conditions like, for example, the SARS epidemic outbreak in 2003, which provoked 
a sharp decrease in the number of tourists going to Macau.61 ‘We have learned our 
lesson, (…) we need to diversify the local industry to maintain economic stability 
and this is best if accomplished with more regional integration.’62 

The new gambling-related policies serve the goal of stimulating the devel-
opment of a modern services and tourist-oriented economy in Macau. From this 

60 All these measures are discussed in detail in Chapter 5.
61 Estatisticas do Turismo, 2003, DSEC, p.9.
62 Acording to the Secretary for Economy and Finances Francis Tam, in Macau Image, #39, p.14.
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perspective, Macau has undoubtedly benefited from the CEPA ‘ride’. Because of 
its being small, it will be difficult for Macau to compete in the global arena, but by 
gaining preferential access to Chinese markets – and assuming that gambling rev-
enues will grow with the attribution of new licenses – the goals of industrial diversi-
fication and services’ development are believed to be easier to achieve. As stated by 
a Macau government official: ‘We have an innovative economic system, combining 
an extremely low level of income and commercial taxes which is possible because 
of ever-increasing gambling revenues (…) with a corresponding increase in educa-
tion and training infrastructures and programs, we will build a viable industrial base 
to stabilize the economy and quell unemployment.’63 

4.4.2. CEPA and the ‘go regional’ policy

The ‘go regional’ policy constitutes a major departure from the strategy developed 
by the late Portuguese administration. The Macau-China CEPA lays the founda-
tions of regional economic cooperation under the new political context in Macau. 
The Portuguese administration considered that because of the political differ-
ences between Macau and Guangdong, economic integration would be difficult to 
achieve. The Portuguese thought that ‘Macau should develop global links in order 
not to be engulfed by [the surrounding region of] Zhuhai,’ but the new government 
believes that ‘Macau’s economy should adapt itself to the neighbouring economies 
to achieve double results with half the effort.’64 

In what concerns the local manufacturing industry, the creation of the Macau-
Zhuhai Trans-border Industrial Park is regarded as an essential mechanism for the 
successful implementation of the CEPA. The Macau-Zhuhai Trans-border Industrial 
Park results from a joint inter-governmental effort, between the MSAR and the 
Zhuhai municipal governments. The industrial zone covers a 40-hectare area on 
reclaimed land between the northern tip of the Macau peninsula and the southern 
tip of Zhuhai’s Gongbei customs post/border town. The actual construction of the 
park began in March 2004.65 

The MSAR government still believes it is necessary for the manufacturing 
industry to continue in Macau, though gambling-related tourism is now the basis of 
the local economy. Together with the Macau-Zhuhai Industrial Park, the conditions 
brought by CEPA constitute a good opportunity to diversify the local manufactur-

63 Interview with T.K.I., February 2004, Macau.
64 LAGs, 1998, preamble, LAGs, 2001, p.11.
65 Hoje Macau, 16 March 2004.
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ing industry. However, the government recognizes that growing industrial unem-
ployment was taken into consideration in the industrial park project.66 The CEPA 
is useful to help the local business community into China, but the creation of an 
industrial zone is an essential complement to the agreement because it renews the 
attractiveness of Macau’s industries for foreign investors.67 Since many of the 273 
products covered by the CEPA are not entirely produced in Macau, according to 
local government officials, outside investors, mostly from Japan and Singapore, 
have shown their interest in manufacturing some of the CEPA-covered products in 
Macau: ‘many foreign companies have expressed their desire to invest here, espe-
cially in electronic and electrical products, cosmetics and jewellery.’68

With CEPA, the Macau gambling industry cannot enter the Mainland market 
the way manufacturing, construction, retail or wholesales businesses can, simply 
because of the spatial restrictions to where gambling activities can be practiced 
– i.e., only in Macau. Nevertheless, there are many possibilities for Macau’s busi-
nesses, specifically those related to the tourism industry: transportation, financial 
and legal services or logistical support. The liberalization of the transport and com-
munication sectors and the liberalization of all kinds of services bring a new level 
of cooperation between Macau and Guangdong province. Besides the project of the 
bridge connecting Hong Kong, Macau and Zhuhai, Macau’s tourism entrepreneurs 
can operate their own travel agencies and transport networks in the Mainland. As 
such, the CEPA adds more benefits for Macau’s tourism, through the supply of tour-
ist services in the Mainland.

Although not part of the CEPA itself, in August 2003 the central government 
made special concessions in issuing individual visas for Chinese citizens from all 
of Guangdong province and fourteen Chinese cities, including Beijing, Shanghai 
and Xiamen. This measure constitutes the most important benefit of regional inter-
governmental cooperation for the Macau gaming industry. Since one in every three 
mainlanders heading to Hong Kong chooses to visit Macau as well, this policy/
measure has had immediate effects on Macau’s economy, stimulating consumption 
in retail services, restaurants, and of course, feeding Macau’s casinos with ever-
growing numbers of Mainland visitors. 69 The positive effects of this policy for 
gambling-related tourism are thus considerable. According to one local entrepre-
neur, this constitutes proof of the central government’s special effort in helping 
Macau: ‘Look at how much money the government and Stanley [Ho] have been 

66 Interview with T.K.I., Macau Fbebruary 2004
67 Interview with T.K.I., Macau, February 2004.
68 According to Francis Tam, in declarations to Ponto Final, 7 January 2004.
69 Macau Image, #39, IPIM, 2003, p.22.
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making despite epidemics and all that, it is mainly thanks to gambling that the 
Macau government has managed to keep growth levels high.’70

4.4.3. The strategic use of the colonial legacy:  
the Cooperation Forum between China  
and the Portuguese-speaking countries 

Another goal of the MSAR government is to turn Macau into a ‘global economic 
cooperation platform’,71 which to a certain extent explains why Portuguese was 
kept as an official language of Macau on a par with Chinese. Since the handover, 
historical and cultural legacies – including the continuation of Portuguese as an of-
ficial language in Macau – are perceived as a good means to improve Macau’s role 
not only as a tourist centre in the region, but also to open new doors to strategic 
economic cooperation, in this case with Brazil, East Timor, Angola, Mozambique, 
Guinea-Bissau, Cape Verde and São Tomé and Principe.

In September 2003, the MSAR and the Macau Investment Promotion In-
stitute (IPIM) hosted the first Forum for the Cooperation between China and the 
Portuguese-speaking Countries. This Forum represents a first step in creating and 
facilitating economic links between China and the above mentioned countries. The 
Forum had to be previously approved by the PRC central government, although 
the MSAR government and the IPIM were the actual organizers of the event. High 
level officials from Beijing came to the Forum, among them the Chinese vice-pre-
mier Wu Yi, who declared his satisfaction with the initiative and reiterated Beijing’s 
commitment to support the IPIM to bring the Forum every two years to Macau, 
believing that this will significantly upgrade the territory’s political status and be of 
great service and prestige to China.72

Macau holds unique advantages as a platform for Chinese products and in-
vestment going into Africa, East Timor and Brazil. The forum is an entry point to 
strengthen political and economic ties between China and these countries, using 
the linguistic specificities more as a symbolic way to open economic channels with 
these countries. The maintenance of friendly political relations is of particular im-
portance because the Portuguese-speaking African countries are potential targets for 
Chinese foreign investment. In the case of East Timor – a country under construc-
tion – it could highly benefit from Macau and China’s support to invest in infrastruc-

70 Interview with E.Y., Macau, March 2004.
71 LAGs, 2002, p.46.
72 Hoje Macau, 13 September 2003.
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ture and industry, while Brazil could serve as an important ‘friend and partner’ in 
South America.73

From the summaries and reports produced during this Forum, it is clear that 
this initiative remains incipient but from a wider regional and global perspective, it 
has enormous potential once the political aspects entailed in those eventual partner-
ships are fully solved and negotiated. For example, in the first forum it was clear 
that the fact that the islands of São Tomé and Principe maintain diplomatic relations 
with Taiwan makes the eventual cooperation with the PRC more difficult, unless 
they switch their political recognition towards the latter. 74 The presentations and 
papers discussed in this Forum remained very general in nature, with no clear plans 
for cooperation but still expressing an optimistic albeit vague intention to do so in 
the future. 

A local legislative assembly deputy praised the IPIM’s role in this respect 
and like other government officials he believes that Macau will have an impor-
tant role to play in the future in China’s foreign economic relations.75 This deputy 
is convinced that the PRC has a strategic political interest in this forum, but the 
Portuguese-speaking countries have everything to gain with an economic partner 
like China. He considered that ‘there is only political chaos and a misery far worse 
than in the Mainland,’ since no African Portuguese-speaking country is sufficiently 
developed. But as the ‘Chinese are realistic and practical people,’ these countries 
would only gain with the strengthening of the cooperation, although in practice this 
will largely depend on the entrepreneurs’ economic interest in doing so.

According to a Macau government official, the Forum is at the moment a 
body of inter-governmental cooperation. It represents a real opportunity to create 
the necessary political conditions, like setting up consulates and trade secretariats 
in, and for, these countries, so that at a later stage, local or Mainland entrepreneurs 
and investors feel more supported in their potential efforts.76 For the moment, the 
Macau entrepreneurs are either oblivious to these efforts, or simply not interested in 
expanding into these areas due to existing language barriers, low profit returns, and 
far and difficult communications, at least in the case of Africa. Local entrepreneurs 
need to feel more ‘trust’, in order to participate in trade and business links among 
these areas and countries, especially in terms of credit and financial conditions, 
which are still insufficient for a full scale economic cooperation.77 

73 Interview with Lee Peng Hong, Macau, April 2002.
74 Interview with T.K.I., Macau, February 2004.
75 Interview with J.F., Macau, February 2004.
76 Interview with Sam Lei, Macau, February 2004.
77 For the entrepreneurs, these places are far from attractive because of their lack of 
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4.4.4. Government-sponsored organizations to support  
the Macau business community: the IPIM and the CPTTM

The political and economic changes brought by the executive government carry 
important implications in the balance of power between government and business 
in Macau. The MSAR government has captured much of the functions performed in 
the past by organizations such as the MCA and the Nam Kwong, in the mediation of 
the Macau-China relationship or by actively participating in regional economic co-
operation, particularly in the Macau-China CEPA. This is also true at the local level, 
where the MSAR government has directly sponsored and enlarged the functions of 
economic organizations such as the Investment Promotion Institute (IPIM) and the 
Centre of Productivity and Technology Transfer (CPTTM). In the post-handover 
context, these organizations now fulfil much of the role played by local business 
associations, in the sense that they now constitute important channels for the local 
businesses to seek governmental support for their industrial and investment activi-
ties, in Macau and abroad. 

The Investment Promotion Institute of Macau (IPIM)

Since the establishment of the MSAR, the IPIM (Macau’s Investment Promotion 
Institute) has seen its responsibilities and functions increase, by becoming an im-
portant local economic cooperation platform, connecting the Macau businessmen to 
China, the East Asian region, and more recently, to Africa. On the domestic front, 
the IPIM is the official government entity in charge of coordinating issues relating 
to trade and investment facilitation under CEPA’s framework. The last section of 
this agreement lays out a number of principles for trade and investment facilitation, 
in which both Macau and China have agreed to strengthen their cooperation in trade 
and investment promotion, by simplifying customs procedures, and ‘enhancing 
transparency, adopting common standards and exchanging information for fruitful 
cooperation among the enterprises in Macau and in the Mainland.’78 Together with 
the MES (Macau Economic Services, Economy and Finance Secretariat), they are 
the two public organisms in charge of overseeing the implementation of the CEPA. 

The new institutional vigour of the IPIM contrasts sharply with the pre-
handover period. This institution was created in 1994, still during the Portuguese 
Administration, however, the previous IPIM president did not have the same en-

infrastructure, lack of information on local markets and lack of political stability, for instance 
in Angola or Guinea-Bissau.Interview with C.V.K., Macau, February 2004.

78 MMCEPA, chap.V, art.16.
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thusiasm regarding the role this institution could play in processes of regional eco-
nomic cooperation and integration. He believed that Macau needed to strengthen its 
economic ties with the EU, as the only possibility for its internationalisation as a 
modern services’ centre. In his own words: ‘I’m convinced that if Macau does not 
develop a strong relationship with the EU, Zhuhai will take up a hegemonic position 
and Macau will be no more than a Zhuhai suburb.’79 In turn, Lee Peng Hong, presi-
dent of the IPIM since 2000, declared his organization’s intention to capitalize on 
regional, rather than global, business ties, although he has personally supported the 
development of economic relations with East Timor.80 Lee Peng Hong is always ‘in 
the picture’, that is to say, in official photographs of Macau’s Chief Executive’s vis-
its to China or visits from Chinese government officials to Macau. He has become 
one of Macau’s most visible ambassadors and his presence is almost guaranteed in 
inter-governmental meetings concerning CEPA or regional economic cooperation. 

Since the year 2000, the IPIM has organized several trade missions – includ-
ing government officials mostly from the MES and local businessmen – who have 
traveled on a regular basis to Taiwan, Singapore, Vietnam and East Timor, as well 
as to Mainland cities like Chongqing, Xiamen, Zhuhai and Zhongshan to enforce 
regional economic cooperation and to promote Macau’s businesses and business-
men in China.81 The IPIM has also acquired an important role in assisting Mainland 
and foreign entrepreneurs to come to Macau. In 2001, the IPIM created an Invest-
ment Committee, which coordinates relevant government offices in the procedures 
required to start a business in Macau and assists in the setting up of new companies 
and investors, in a variety of ways. For example, the IPIM has been in charge of 
processing new residency and business applications, using specific criteria such as 
skills assessment, nationality and investment forms and amounts. The IPIM also 
provides physical infrastructure for foreign and Mainland investors in the territory. 
For this purpose, in 2002 the IPIM created the Macau Business Support Centre 
(MBSC) which supplies facilities like office space, internet access, phone lines, fax, 
copy-machines, translators and secretaries, all of which are to be used by the new 
investors. The MBSC occupies ten floors of an eighteen story building in Macau’s 
NAPE area and it currently serves as the headquarters of the Chongqing-Macau 
Economic Promotion Association, of the World Federation of Chinese Entrepre-
neurs Organization and the Organizing Cabinet for the Forum of Economic Coop-
eration between China and the Portuguese-speaking countries. 

79 João Domingos, former president of the IPIM, in interview to Ponto Final, 1 April 1999.
80 He considers Xanana Gusmão – the historical leader of East Timor’s armed resistance – a very 

special individual and a personal friend’. Interview with Lee Peng Hong, Macau, April 2002.
81 ‘Macau Going West. Your Business Platform in Western Guangdong’, IPIM, 2002. 
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With the implementation of CEPA, the IPIM is the official physical and virtual 
liaison organization for trade and investment, in and from Macau. Since the begin-
ning of the CEPA negotiations, the IPIM was involved in helping the MSAR govern-
ment to gather the support of the business community of Macau to assure full knowl-
edge of the agreement.82 For example, in the first months of 2004 the IPIM devised a 
three-stage CEPA promotion program, in cooperation with the PRC’s Council for the 
Promotion of China’s International Trade, to organize trade fairs in Beijing, Shanghai 
and Guangzhou. In Beijing, the president of the IPIM headed a delegation of seventy-
seven people, all leaders and representatives of the MCA, MIA, MEIA, the Banking 
Association and the Freight Forward Association. In Shanghai and in Guangzhou’s 
fairs, the Macau delegation counted more than 200 individuals, including government 
representatives, IPIM representatives, association leaders and several local business-
men. The size of the delegations sent to these fairs reflects well the importance of 
CEPA in the government’s relationship with the local businessmen. However, in the 
opinion of a Macau government official, despite all these promotion initiatives, local 
businessmen are still not very well informed about the contents of the agreement.83 
He is of the opinion that to rely on the IPIM alone is not enough, and therefore the 
government should still rely on the MCA, MIA and the MEIA to provide information 
and clarify any doubts concerning the agreement.84 And so it was, shortly after this 
interview. In the end of February 2004, the MCA and the IPIM jointly hosted a week 
of CEPA-related seminars and clarification sessions, inviting high-level officials not 
only from Macau but also from the Mainland.85 According to one MCA member, this 
Association felt compelled to intervene more, because the ‘local entrepreneurs are 
used to relying on this organization to help clear their doubts and queries (…) more 
than resorting directly to the governmental departments or even the IPIM.’86 

The Centre of Productivity and Technology Transfer of Macau (CPTTM)

After the handover, the MSAR government has actively supported another inter-
mediate structure of state-business cooperation: the Macau Centre of Productivity 

82 Interview with T.K.I., Macau, February 2004.
83 Interview with T.K.I., Macau, February 2004.
84 Interview with T.K.I., Macau, February 2004.
85 Including representatives of the PRC Ministry of Commerce, Ministry of Justice and 

Ministry of Transportation, the president of IPIM, the Director of the MES, and the chief the 
department for Macau, HK and Taiwan affairs of the PRC’s Ministry of Commerce (Hoje 
Macau 20 February 2004).

86 Interview with L.L., Macau, March 2004.
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and Technology Transfer (CPTTM). Through this organization, the government has 
gradually increased its involvement in the local industries. 

The CPTTM is an ‘organization of public and private partnership, serving 
Macau’s public interest’, bringing together government representatives, business 
associations and businessmen.87 The CPTTM was created in 1994, still in Portuguese 
times, when Eric Yeung presented a proposal to Rocha Vieira to establish an orga-
nization similar to the productivity council in Hong Kong. Initially, the CPTTM 
was a local ‘think tank’, placed between the Macau Industrial Association and the 
Macau Economic Services department to devise ways of improving value-adding 
in the local textiles and garments industries. In 1996, the government increased 
its stakes in the CPTTM, by extinguishing the former CADI (Centre for Industrial 
Development, within the Macau Economic Services Department) and shifting the 
centre’s activities into the CPTTM. The government supplied the facilities for the 
CPTTM to operate in, in the same building of the MCA’s headquarters. The MCA 
has actually encouraged the CPTTM to enlarge, by leasing some of its space to this 
organization. 

As the number of shareholders increased throughout the last decade, the 
CPTTM diversified its functions into tackling labour issues and setting up train-
ing programs for industrial workers of the territory. Since the year 2000, it has 
become an important training and educational centre, ranging from computer soft-
ware development, to industrial design, language, and management courses applied 
to three core areas: industry, computer technologies and tourism. The CPTTM now 
counts four specialized directing committees: textiles and garments, tourism serv-
ices, computer technologies and quality management. In 2000, the CPTTM created 
the Quality Department, which provides information for large, medium and small 
enterprises on international quality standards, codes of conduct and the issuing of 
quality certification. With the Quality Department, the CPTTM now has the capac-
ity to award international quality certification to enterprises in Macau and to help 
them in obtaining the certificates needed in China to acquire technology’.88 In 2001, 
the CPTTM further expanded its functions by creating a Department for External 
Trade and Market Integration, to help local and overseas entrepreneurs to get in 
touch with partners in China.89 Basically, it provides consultancy services to com-
panies that wish to expand into China and other places as well, ‘free of charge’.90 
But it does not act independently from the government anymore, as in its initial 

87 Interview with E.Y., Macau, February 2004.
88 Interview with E.Y., Macau, February 2004.
89 Interview with V.K., CPTTM director-general, Macau, March 2004.
90 Interview with V.K., Macau, March 2004.
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think-tank phase. In comparison with the Portuguese administration period, from 
the current seventy-one shareholders of the CPTTM, the government alone – rep-
resented by the Secretary for Economy and Finance, Francis Tam – owns 52 per 
cent of the shares and is by far the largest financial contributor. Other shareholders 
include local business associations, such as the MCA, the MIA and the MEIA, and 
individual entrepreneurs, who have to contribute with an initial amount of MOP 
50,000. The entrepreneurs and the associations are allowed to withdraw their con-
tributions or sell their shares, if they wish, but not the government. Apart from its 
financial contribution, the government appoints the CPTTM’s director-general, a 
post created in 2000, to supervise the use of the funds and to manage the govern-
ment-owned shares. 

The CPTTM’s current director general is a private entrepreneur, dealing in 
textiles and garments since 1974. He was appointed in April 2000 as deputy director 
general, and has been the director-general since May 2003. He says he administers 
this organization the same way he administers his companies, ‘with creativity, be-
cause creativity is the older brother of productivity, without creativity you can only 
copy.’91 He considers that it is valuable for the entrepreneurs to be engaged in ‘eco-
nomic boards’ (associations), in order to gain access to other business interests from 
overseas: ‘The associations provide an excellent way of involving entrepreneurs, 
they are an important part of Macau’s social and business culture.’ However, he also 
considers that only with direct involvement of the government, through organiza-
tions such as the CPTTM, it will be possible to improve ‘even further’ Macau’s 
economic situation. 

4.5. Business associations and the Macau government:  
the new business climate and the old business culture

In the previous sections, we have seen how the handover, the CEPA and the creation 
of the GLCMG have enhanced the political prestige of the current MSAR govern-
ment, by giving it an opportunity to solidify institutional links with adjacent regions 
and municipalities, on its own initiative and capacity. The MSAR government is now 
in a position to gain also a more prominent economic role, at least in what concerns 
its new economic measures and policies. All policies defined by the local government 
show a clear intention in capitalizing on the gambling industry, actively supporting 

91 Interview with V.K., Macau, March 2004.



REGIONAL INTEGRATION AND DIFFERENTIATION IN A GLOBALIZING CHINA

– 160 –

other local industries and investing efforts, in order to further economic integration 
and cooperation with the Mainland, in the spirit and framework of CEPA.92 In all 
these efforts, the MSAR government is generally considered as having done a ‘good 
job’ so far, in the local press, in Beijing, and by the people interviewed for this study. 

The implementation of the Macau-China CEPA has the goal of facilitating 
trade and services flows between the two areas and, from Macau’s government per-
spective, to further re-orient the local businesses and industries towards the Main-
land. This agreement reflects a trend which is not entirely new to the Macau en-
trepreneurs, since they have been investing and expanding business operations in 
China for a long time. The increased government involvement, not only through 
this agreement but also through its post-handover policy measures, brings important 
consequences to the business climate in Macau. More generally, the government’s 
post-handover political and economic involvement has produced changes in the pat-
terns of relations between state and business organization in Macau.

In this section, we will see how the local businessmen and business associa-
tions have managed to articulate their economic and political interests in the new 
scenario, particularly within the CEPA. Because the current government has taken 
much of the political and economic role of the local business associations, local pat-
terns of state-business relationship have also changed after the handover. 

4.5.1. Changing business climate under CEPA

From the testimonies gathered in this research, entrepreneurs from Macau are gen-
erally enthusiastic about the CEPA and although they were seldom critical of gov-
ernment initiatives (either local or from the Mainland) they also agreed that there 
was still a long way to go before actual benefits would start pouring in. Specifically, 
the gaming industry and the export-oriented manufacturing sector seem to benefit 
most from the situation, mostly because of the above-mentioned local government’s 
policies which safeguard the business interests within these industries. 

In the services sector, there are both advantages and disadvantages for Ma-
cau’s businesses. For example, in the banking sector, no bank in Macau has the 
required initial capital of USD 6 billion to enter the mainland market, with the ex-
ception of the Bank of China, which is the Mainland’s largest state-owned banking 
corporation.93 For example the Hong Kong Shanghai Banking Corporation (HSBC) 
– a British-constituted bank – receives the same treatment as other foreign banks, 

92 Cf. LAGs, 2000-2004.
93 Interview with T.K.I., Macau February 2004.
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thus subject to even higher capital requirements. However, the CEPA has brought 
a renovated interest on the part of the Mainland banks to come to Macau. Forecast-
ing a rise in Macau’s investment in the Mainland and a rise of foreign investment 
in Macau, the Industrial and Commercial Bank of China (ICBC) – state-owned, but 
the second largest bank in the PRC – immediately established a branch in Macau 
when the negotiations for the agreement started. According to its Macau branch 
representative: ‘before we came to Macau, we made a survey in the locations with 
higher concentration of investment from the territory: Jiangmen, Zhongshan and 
Zhuhai. Our branches in these cities count more than 300 clients from Macau (…) 
with the CEPA the ICBC will play a much larger role in Macau.’94

The CEPA brings fresh business opportunities for Macau’s retailers. The capi-
tal requirements to enter China have been lowered and Macau’s retailers can now 
operate in an extended number of counties, cities and provinces, compared to other 
foreign retailers, who are far more restricted in the places where they can open their 
businesses. In the case of wholesale trade, the situation is different. Although this 
type of services also has lower requirements, most of the wholesale traders oper-
ating in Macau are subsidiaries of Mainland companies, which now re-enter the 
Chinese market under different circumstances. The overwhelming majority of dis-
tribution, wholesale and retail business is already owned by Mainland firms, which 
reinforces what has been a ‘situation of quasi-monopoly by Mainland enterprises in 
Macau’s distribution channels.’95 

This means that in key services such as banking and distribution channels, 
Mainland firms and groups dominate in Macau. Under CEPA, trade in goods is 
tariff-free, but the distribution channels are much more controlled. Trade in such 
things as foodstuffs, energy, petrol, cement or construction materials and machinery 
have traditionally been kept in the hands of Mainland state-owned companies, like 
the case of the Nam Kwong with the foodstuffs and gasoline distribution.96 Al-
though these types of businesses will also be liberalized as part of the PRC’s WTO 
commitments, for the moment no enterprise, whether foreign or from Macau, can 
compete with these firms’ regional market position. Mainland enterprises already 
operating in Macau seem to have the most immediate gains with the CEPA because 
they are active in both markets and in certain sectors experience no competition 
from foreign businesses. 

But there is also optimism and hope for Macau’s entrepreneurs to obtain a share 
of benefits with the agreement. P.K., a Macau-based entrepreneur, has developed 

94 Macau Image #39, IPIM, Macau, 2003, p.19.
95 Interview with T.K.I, Macau, February 2004.
96 For more on the Nam Kwong, see chapter 3.



REGIONAL INTEGRATION AND DIFFERENTIATION IN A GLOBALIZING CHINA

– 162 –

throughout the years overseas networks that have been crucial for the success of his 
freight, insurance and logistics’ company. He owns the company, together with his 
brother and two other partners, which has branches in Zhuhai, Guangzhou and Hong 
Kong. He recalls that before the transition, because he was registered in Macau, he 
could not buy or sell (collect or generate) cargo in China under the company’s name. 
He had either to use the Guangzhou or Zhuhai branch name, but even in doing so 
business activities would be geographically limited. In order to collect cargo outside 
Guangdong province, he had to rely on other connections and providers with whom 
he had to share the profits. This was a risky situation because if he were ‘caught’, he 
would have to pay a large fine or even face the possibility of shutting down one of his 
Mainland branches. But thanks to the CEPA, his firm can now either act as ‘a consult-
ant’ of a Mainland firm or he can apply directly to operate on an equal footing with 
any other Chinese firm and in any region in China. The only problem he foresees is 
that he now needs certification from both the government of Macau and from the 
Chinese government, which for him is ‘a bit strange because if I have the same pos-
sibilities under the CEPA the recognition should be automatic (…) now it is too time-
consuming, the governments should simplify and not create new requirements.’97

According to another Macau-based entrepreneur, there is no doubt that the 
CEPA introduces local businesses to one of the largest markets in the world. He 
admits, however, that it all came about ‘much too quickly (…) so it is normal that 
some points are not yet fully settled.’98 The greatest challenge seems to be for 
the Mainland governments, where ‘at least thirty-three legal diplomas have to be 
changed in China, only regarding professional qualifications, so that things really 
work (…) through a full and reciprocal recognition of professional qualifications 
and diplomas.’ Although Macau and Hong Kong are undoubtedly part of China, it 
is only a political recognition; in practice, and according to my interviewee, it will 
take a long time until there is full technical recognition of professional qualifica-
tions and business credentials within the CEPA territories. 

This kind of remarks expresses different perceptions about opportunities and 
obstacles brought by the CEPA, depending on the branch where the local business-
men operate. Macau’s businessmen do not have much to lose with CEPA, quite on 
the contrary. Specifically, Macau’s largest industries seem to gain considerably with 
the new situation. However, in order to enjoy the positive effects of regional eco-
nomic integration with China, the local entrepreneurs still have to play according to 
China’s rules. CEPA ultimately means that it does help to be Chinese, or at the very 
least, to be able to speak the language, to support China and the ‘one country, two 

97 Interview with P.K., Macau, March 2004.
98 Interview with E.Y., Macau, February 2004.
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systems’ ideology and to have the right contacts in the regional governments of the 
areas in which they wish to invest. 

4.5.2. Old and New Associations

For associations like the Macau Commercial Association (MCA) or the Nam 
Kwong, the period after the handover has corresponded to an adjustment of its polit-
ical functions: there is no need anymore to provide a channel of ‘dialogue’ between 
the government and the local society: the new government can dialogue directly 
with the community, without any mediation or translation. In this sense, it has lost 
its exclusive role as the most influential mediating institution between (Portuguese) 
government and the Macau Chinese society. Moreover, the re-creation of institu-
tions such as the IPIM or the CPTTM under the government’s tutelage has also cap-
tured some of the economic role played in the past by these organizations. However, 
the MCA still holds a central position in Macau’s politics: it continues to appoint 
deputies to the local assembly, its leaders are members of the electoral commission 
that chooses the Chief executive, and its Chairman Ma Man Kei is one of the oldest 
businessmen-turned-politicians in Macau, with many old friends in Beijing. 

The old associative habits are a pattern difficult to break in Macau; it remains 
strong because it still is the major form of achieving political representation. In 
terms of concrete business support and advantages, to belong to the MCA nowadays 
does not offer or guarantee anything, except in using the association as a channel 
for ‘special requests’ to the government or to other organizations abroad. 99 After 
the handover, there have also been new associations that compete directly with the 
MCA, not only for political and economic influence in the new government, but 
also as representatives of new social and economic interests. New associations have 
sprung up from the changing political and economic circumstances in the territory, 
but share with the old associations the desire to be heard, consulted or invited to 
collaborate with the government. 

One case in point is the Macau Small and Medium Enterprises Association 
(MSMEA), which is said to defend the interests of a a new generation of entrepre-
neurs who prefer to be represented by this association, rather than by the MCA. The 
Macau SME Association was established in 1998 to be ‘the champion of the small 
guys’, because it comprises mostly small enterprises, with less than 150 employ-
ees.100 According to one local entrepreneur, the MSMEA has a fresher approach 

99 Interview with E.Y., Macau, February 2004.
100 Interview with E.Y., Macau, February 2004.
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to the management of the associations’ activities, which he finds preferable to the 
‘hierarchical and elective kind of associativism of the MCA,’ where ‘the board gives 
orders and everybody has to comply.’101 He prefers to be among younger people in 
associations that function on a more horizontal and equal basis. However, he admits 
that because of the MCA’s long-standing tradition in Macau, younger companies 
will feel compelled to join in, if only ‘because of the prestige and business status 
it grants.’ He himself was an MCA member for a long time, but three years ago he 
decided to leave it and instead join the SME Association. He said that now he is part 
of a wider business network (mostly from Hong Kong and Mainland China), with 
individuals who are more willing to take more risks, and to try different things with 
people from abroad.102 All the members of this association – its president Stanley 
Au Cheong Kit included – have been, or still are, members of the MCA. But they 
are only members, not leaders, which is mainly why this association was estab-
lished, so that they can be leaders themselves:

Stanley Au has created this association because in the MCA he couldn’t do or 
be anything (…) that is why there are the most varied types of associations in 
Macau; because it is a way for people to make themselves heard and to gain 
social respect. 103

Since not everyone can become an MCA leader, through this new association, 
Stanley Au has been ‘heard’ and ‘consulted’ by the government. He was appointed 
deputy to the Legislative Assembly by Chief Executive Edmund Ho, after being 
defeated in the run for Chief Executive in 1999. Although some view the MSMEA 
as a direct result of Stanley Au’s will to participate and to gain political profile with-
out being linked to the traditional associations, for the actual members, the MSMEA 
is preferable to the MCA. One crucial difference of this association in relation to the 
MCA is that foreign companies are welcome to join in, because in the MCA they 
have to be Chinese. 

The old associations, although solidly in power through the appointment of 
their leaders to key government positions, are now competing directly with recently-
established associations to occupy seats in the legislative assembly or the consulta-
tive council. Macau’s business community is responding to the political and eco-
nomic changes brought on by the handover by still using the association either as a 
channel to make specific demands that can’t be met by the traditional associations, 

101 Interview with P.K. , Macau, March 2004.
102 Interview with P.K. , Macau, March 2004.
103 Interview with J.F., Macau, February 2004.
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or simply to seek political representation – or at least to increase their political influ-
ence. Since not everybody can become a leader of the traditional associations, the 
creation of new associations reflects Macau’s strong legacy in personalized politics, 
in which members of traditional associations start their own so that they can become 
leaders themselves.

4.5.3. Changing business culture? 

There are signs that new ways of doing business are emerging in Macau, with a 
new generation of young entrepreneurs and government cadres. For newcomers, 
nonetheless attracted to the possibilities brought by CEPA or by the new gambling-
related policies, it will become increasingly difficult to act outside the guidance and 
influence of the local political and economic institutions, either the government 
or the business associations. Since the handover, however, political and economic 
leadership in Macau have come together at the level of the executive government 
because its top officials were actually bred within the traditional environment of 
Macau’s business associations. 

Since the handover, it is possible to distinguish the ‘old, traditional businesses’ 
with comfortable seats in the government, from new businesses and new entrepre-
neurs, of different educational and regional backgrounds, who do not yet possess 
the level of political influence of the older generation. All the entrepreneurs I met 
in the course of this work – and despite all differences between them – agree that 
there is a new generation out there, in business as well as in the government. In the 
post-handover economic climate, there is now a ‘mix of open-minded and narrow-
minded, of conservative and risk-taking entrepreneurs, local and from outside’.104 
In the 1991 study by Sit, Cremer and Wong, the main conclusion at the time was 
that the Macau entrepreneurs were generally conservative, preferring stability to 
risk-taking (1991: 203-210). Another important conclusion was that the creation 
and running of businesses in Macau was usually an entrepreneur’s independent con-
cern, which usually recurred to family members for financial and material support 
(instead of the government). Thirteen years later, the situation has remained basi-
cally unchanged. In 2004, a Macau businessman observed that most of Macau’s 
enterprises are still ‘under the shadow of the father: if the son wants a loan to build 
a new factory he has to first ask daddy and to make sure that this does not constitute 
a risk for the family business.’105 

104 Interview with L.L., Macau, March 2004. 
105 Interview with V.K., Macau, March 2004.
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Some old ways of doing business are still very present in Macau, as found 
in the view of a local construction businessman, leader of the MCA and deputy in 
the L.A.: ‘Business is business; businessmen know exactly what to do, when to do 
it and where to do it (…) They don’t want, neither do they need someone [mean-
ing the government] to tell them what, when and where to produce.’106 The same 
study of Sit, Cremer and Wong (1991) called attention to the fact that the Portuguese 
government had hardly ever interfered in the running of Macau’s private sector. 
The development of Macau’s private businesses has mostly occurred outside any 
government interference, but after the handover, this situation has changed. The new 
government has tapped into the associative experience of its top leaders to re-create 
the associative environment of business networking in organizations directly under 
its tutelage, like the IPIM or the CPTTM. And most significantly, the government 
has actively and generously supported the local entrepreneurs industries. For exam-
ple, in May 2003, the MES created a subsidies program for local SMEs, enticing 
them to look directly for government support by giving interest-free credit schemes 
and banking guarantees with the government as intermediary.107 However, very few 
requests have been made which, according to a local government official, is because 
enterprises that seek government help usually come via MCA and MIA, and not in-
dividually. The government now wants to directly support Macau’s SMEs, because 
‘it has the resources to do so’.108 But this is a difficult task in Macau because ‘old 
traditions and bad business habits that are difficult to break’, like for example the 
lack of bookkeeping and accounting systems, especially among the older generation 
of Macau entrepreneurs. Because they are not obliged by law to do so, it complicates 
the government’s task of helping local businesses because they should be able to 
provide financial records in order to apply for industrial subsidies.109 This example 
illustrates that despite the new government’s resources and capacity to intervene 
more in the local economy, there is still a pervasive reliance on the local business as-
sociations to disseminate information in regard to the government’s policies because 
of a customary lack of government interference or engagement in the local economy. 

In view of a wide range of local associations, old and new, government-spon-
sored or not, is it then possible these days to become a successful businessman 

106 Interview with C.V.K., Macau, February 2004.
107 The credit is repayable after 5 years and the SME becomes debtor to the government and not 

the bank. Interview with T.K.I, Macau February 2004.
108 According to my interviewee, the high revenues coming from gambling should be re-invested 

in this way, otherwise ‘the excess of money can become a political problem’. (T.K.I., Macau 
February 2004)

109 Interview with T.K.I., Macau February 2004.
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without being part of any of these associations? One Hong Kong entrepreneur who 
has been operating in Macau for four decades, sees no need to join an association 
these days, but only if one is sure of his market position. Though he is a member 
of ‘all those associations’ – specifically the MCA, MIA, MEIA and CPTTM – he 
personally does not need assistance to do anything, but he admits that others might 
need that. In his opinion, joining associations these days might straightjacket the 
businessmen, but not to join means that they become ‘free radicals doing whatever 
they want.’110 This view is shared by another local entrepreneur, for whom the only 
advantage of still participating in these associations is to take part in a ‘social intel-
ligence circle’ – where business information is or not shared – which is important in 
a small place like Macau. However, he strongly believes that he does not owe any of 
his business success to these associations, which are always run by the same people 
and offer nothing in concrete besides ‘interpreting government policy to its mem-
bers’.111 He described associations such as the MEIA, MIA and MCA as ‘old and 
conservative’: ‘they gathered political power outside Macau, and so the Portuguese 
administration had to buy them up by giving them favourable treatment.’ Now it 
is different because he believes that the system has become fair to everybody: ‘It 
doesn’t matter anymore if you are in the Chamber [MCA], if you are Chinese, or 
where you come from; as long as you are legally registered and pay your own 
dues, the government will give you a fair treatment.’ He is ‘not ashamed like oth-
ers’ in admitting he gets government subsidies and incentives, stating that though 
the Portuguese government did a good job, the new government has done an even 
better one112. This entrepreneur takes pride in having had always followed govern-
ment policies before and after the handover: ‘I read the Chief executive Guidelines 
every year, I study every single issue, [the guidelines] it’s like the bible to me.’ 
Understanding official policy, regardless of being Portuguese or Chinese, has been 
for him the most important ingredient for his business success. He is especially 
pleased with the new government and with new incentives open to everybody, on a 
non-discriminatory basis: ‘If you adjust expansion and operation of the enterprises 
according to what your government thinks is right, or to where government policy 
is pointing at, you will be a successful businessman.’113

110 Interview with E.Y., Macau, February 2004.
111 Interview with L.L., Macau, March 2004.
112 Here he is specifically referring to the textiles and garments quota incentives. For more on 

these incentives see Chapter 6.
113 Interview with L.L., Macau, March 2004.
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4.6. Conclusions 

After the handover, the performance of the MSAR executive government has been 
characterized by its active pursuit of increased economic cooperation and integra-
tion with Mainland China. After China’s accession to the WTO in 2001, the subse-
quent implementation of the Hong Kong and the Macau-Mainland CEPA’s in 2004 
are a strong indication that economic regionalization processes are under way in 
contemporary China. 

In the case of Macau, economic regionalization is manifested mainly in the 
MSAR government policies, including the implementation of CEPA and other pol-
icy measures, which are designed to further develop and promote local industries 
in the surrounding Chinese regions. The CEPA grants Macau with earlier access 
to China’s markets, vis-à-vis other WTO members, liberalizing trade in goods 
and services between Macau and China. This agreement opens up new business 
opportunities for Macau’s entrepreneurs, but it also brings a new challenge for the 
MSAR government, specifically in its capacity to lead Macau’s society and econ-
omy towards more integration with the Chinese Mainland, in the spirit of the ‘one 
country, two systems’.

The move towards regional economic integration has been mainly propelled 
by the new political capacity of the MSAR government to establish and develop 
relations of cooperation with other sub-national governments. The possibility to 
develop closer links with China’s political elites, regional and central, is a direct 
consequence of the handover and change of Macau’s political status. From a state-
business relations’ perspective, the implementation of CEPA and the new govern-
ment policies exemplify how the local government has gained a more prominent 
role in the regional and domestic economies. This means that regional economic 
integration stems also from a qualitative change in the relationship between gov-
ernment and business in Macau, which mainly consists of the more active role of 
the Macau government, in representing and acting on behalf of Macau’s social and 
economic interests in China and abroad. This increase in government involvement 
contrasts with the pre-handover situation, in which Macau’s leading business asso-
ciations controlled and mediated the relations between the local, still Portuguese, 
government and China’s political authorities. The MSAR government has now cap-
tured the associations’ political role as the exclusive political representation struc-
ture of Macau’s economic interests in China.

After the handover, the Chinese business associations may have lost political 
importance in bridging the Macau-China relationship. However, they still maintain 
their strong influence in Macau’s political institutions, especially in the Executive 
Council and in the Legislative Assembly. This is a pattern coming from colonial 
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times, characterized by a peak during the transition years, during which the influ-
ence of these associations was so strong that they were appointed to the top execu-
tive layers of the new MSAR government. After 1999, Macau’s business leaders 
and government officials seem to converge in the assertion of an ‘old’ socio-politi-
cal identity, characterized by the cultivation of patriotic ties with China, in exchange 
for political autonomy and increased economic opportunities. They share similar 
views about the dual necessity to invest in China and to respect China’s authority, 
so that they do not miss ‘the golden age of China’s capitalism’. This raises the issue 
of to what extent business and government have become ‘one and the same’ in post-
handover Macau. 

The local legacy of Chinese associative patterns has become an organic ele-
ment of the new governmental apparatus, a claim which provides an answer to this 
question. In the first place, this is because Macau’s top government officials belong 
or have belonged to local business associations such as the MCA or MIA. Chief 
Executive Edmund Ho, for example, was vice-chairman of the MCA, prior to his 
current position. Secondly, the executive government has introduced a ‘corporate’ 
spirit in the running of public institutions, as seen from the administrative reforms 
and political discourse after the handover. The emphasis in the regulation of the 
local economy contrasts with the non-interference, ‘go with the flow’ attitude of 
the previous Portuguese administration. This means that changes in Macau’s eco-
nomic and business patterns might now be an effect of government policy, rather 
than its cause.

The government officials have gathered more power to initiate and develop a 
wide range of policies, on their own, or in cooperation with regional or municipal 
governments. In the years following the handover, it has become more active in 
regulating Macau’s most important economic sectors – the gaming and the export-
manufacturing industries. In the context of CEPA, the ongoing restructuring and 
diversification of these industries counts with the crucial cooperation of regional 
governments and of local organizations such as the IPIM and the CPTTM. Either 
domestically, or regionally, the tendency of the MSAR government is to re-create 
the associative template, by participating in permanent inter-governmental insti-
tutions, or by reforming its own administrative apparatus towards a better public 
service. The reform of organizations such as the IPIM or the CPTTM constitutes an 
example of how the MSAR government creates its own mechanisms of economic 
support, which are meant to ‘free’ individual entrepreneurs from depending on busi-
ness associations to create or expand their businesses. As these organizations enlarge 
their competences and take initiatives on behalf of Macau’s business community, 
they have become major competitors of the traditional business associations, in 
the task of networking local entrepreneurs with Mainland officials and business-
men. This does not mean, however, that the associations are losing expression as 
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preferred vehicles of political and economic organization. New associations have 
been created, mostly in alternative to larger ones, but similarly seeking to have their 
interests heard and taken into consideration by the local government. 

The implementation of CEPA, the partial liberalization of the Macau gam-
ing industry and the restructuring of local manufacturing industries are different 
manifestations of the same trend of regional economic integration and cooperation 
with the Mainland. The following chapters provide two different illustrations of this 
trend, under the claim that the handover has brought socio-ethnic and politico-eco-
nomic re-alignments in local, regional and national state-business relations. These 
relations, however, are rendered complicated by the specific patterns of the overall 
Macau business community and the differences among its players. These include 
not only generational differences (old and younger businessmen), but most cru-
cially, the types of business organization and the legal differentiation between ‘for-
eign’ and ‘local’ capital across the above-mentioned industries. Therefore the aim 
of the following two case studies is to deliver an analysis of Macau’s state-business 
relations and overall political and economic patterns, along two ‘micro-histories’ 
telling in detail how local state-business relations have developed around the gam-
bling and textile and garments manufacturing industries. 
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CHAPTER 5.

The Macau Gaming Industry: historical patterns, 
contemporary policies and state-business  

relations in the local casino economy

5.1. Introduction 

The gaming industry is a typical feature of Macau, making it a unique case in the 
region. Macau is nowadays China’s casino city and has recently become one of the 
most lucrative entertainment spots in East Asia, where every hour, around three mil-
lion Macau Patacas (MOP) worth of chips are laid out as bets.1 Since most of the 
games practiced in Macau were (and still are) not allowed in Hong Kong or in the 
Mainland, it has always functioned as the gambling centre for people from Hong 
Kong, Mainland China and overseas Chinese.2 

The Macau casinos offer a wide variety of games and combine an entertaining 
means of making money with making use of traditional Chinese beliefs typical to 
the region.3 The origin of the majority of Macau’s gamblers lends some evidence 

1 Hoje Macau, 15 January 2002. 
2 Gambling is forbidden in Hong Kong, with the exception of the Jockey Club. In the Mainland, 

gambling activities have been prohibited since 1949.
3 Traditional beliefs are frequently displayed on business occasions and locations. For example, 

in Macau, it is not unusual for some apartment complexes not to count the number 4 – which 
is traditionally viewed as bringing bad luck. It is also usual for them to make use of geomanc-
ers and feng shui experts in construction and real-estate businesses. In retail shops and offices, 
one can usually find one or more shrines to which, on special occasions or as part of a routine, 
business owners make offerings – such as food or the burning of fake money – to bring luck 
(good fortune) and protection to the business, as well as material prosperity for the owner and 
his employees. It is common to hear stories of people which have had their car license-plates 
made with favourite or auspicious numbers, or personal combinations of numbers. 
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to the argument that the Chinese have a high demand for the entertainment and 
excitement provided by gambling, which they view as an attractive and recreational 
means of making money (Pinho 1991: 247). However, in Macau gambling is mostly 
done by outsiders: the majority of small and medium gamblers are usually tourists 
from the Chinese Mainland, coming in package bus-tour deals. The ‘high rollers’ 
or big money gamblers – the clients of the casinos’ VIP rooms – are usually rich 
individuals from Hong Kong and the Mainland. The locals tend to go to casinos on 
special occasions, during the Lunar Festival, around the Chinese New Year, and for 
birthday celebrations and other auspicious days. Government officials, however, 
either local or from the Mainland, are forbidden to bet, or even enter the casinos.4 

In Macau, the gambling and tourism industries have blended into one; to-
gether they constitute the most visible, sizeable and profitable economic sector in 
the territory. Behind the economic success of Macau’s gambling industry in the last 
four decades is one company – the STDM (Sociedade de Turismo e Diversões de 
Macau) – and its charismatic president Stanley Ho. In 2002, the gaming sector was 
partially liberalized but this move has not affected Stanley Ho’s dominant position. 
He controls twelve casinos in Macau and keeps majority shares in dog-racing and 
horseracing tracks in the territory. In addition to casino and gambling venues, he 
has majority control over Shun Tak Holdings – listed in the Hong Kong stock ex-
change – through which he runs the regional transportation industry. He owns the 
Shun Tak’s Far East Hydrofoil fleet – connecting Hong Kong and Macau to several 
Chinese harbours – and Turbojet, the exclusive jetfoil operator between Macau and 
Hong Kong. He still owns one third of the Macau International Airport, 14 per cent 
of Macau’s airline (Air Macau), and 25 per cent of the Nam Van Lakes Reclamation 
Project.5 Additionally, he has majority shares in Macau’s most prestigious five-star 
hotels and department stores, as well as several restaurants, real-estate agencies, 
sauna parlours, and local bus companies that each day bring on average 20,000 
Mainland Chinese tourists into Macau.

The aim of this chapter is to illustrate the specific kind of state-business rela-
tions that shape political and economic development in Macau, using the gaming 
industry as a paradigmatic case. The claim of this study is that the relationship 
between state and business institutions – the ties that bind commercial wealth to 
bureaucratic power – has become closer in the last two decades. The specific case 
of the gaming industry of Macau provides an extreme case on how the wealthiest 
and most successful Chinese entrepreneurs enter and influence the political system, 

4 A Mainland Chinese official, ‘caught’ in the act of betting what apparently were state funds 
was sentenced to death in the Mainland, sometime in 2001 (Hoje Macau, 14 November 2001).

5 SCMP, 27 February 2002.
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without altering it. The first part of this chapter describes the early development 
of gambling activities in Macau under Portuguese colonialism. It analyses the de-
velopment of powerful interest groups around gambling activities, the role of the 
colonial authorities and the events that led to the concession of the gambling mo-
nopoly franchise to Stanley Ho’s STDM in 1962. The second part looks into the 
economic expansion of the Macau gambling industry under the STDM monopoly, 
which lasted precisely 40 years. In 2002, the end of the monopoly system in favour 
of a partially liberalized gaming industry constitutes one, if not ‘the’ major post-
handover event. The final part of the chapter focuses on the terms of this partial 
liberalization, analysing the new government’s gambling policies and the economic 
and political position of the local gambling consortium vis-à-vis the new competi-
tors. Though the new government’s economic role is unequivocally stronger than 
its Portuguese predecessor, the special characteristics of the gambling industry in 
Macau lend some evidence that the MSAR government’s policy-making capacity 
is still tied up with old business groups and interests, which had developed from 
Macau’s special status and a-typical colonial and post-colonial situation. 

5.2. The development of Macau’s gaming industry  
in the colonial period (1850’s-1962)

Gaming activities have a long history in Macau (cf. Pinho 1991, Gunn 1996, Mc-
Cartney and Nadkarni 2003). For example, Pinho writes of testimonies from friars 
and missionaries in the early eighteenth-century, who were appalled by the robbery, 
cheating, gambling, killing and other similar vices which dominated the territory 
(1991:247). Gambling houses have always existed in Macau and although not en-
tirely legal, they were tolerated by the Portuguese authorities, when kept within the 
Chinese quarters of the city (McCartney and Nadkarni 2004: appendix 1). Gambling 
activities fell under the Mandarin’s jurisdiction, as they were mainly practiced within 
Macau’s Chinese community, and thus outside the reach of the colonial government.6 

In the mid-19th century, the situation changed dramatically after the Opium 
Wars. The Portuguese colonial government declared full sovereignty over Macau, 
expelled the Chinese imperial officials and made its first attempt to regulate and 

6 The Mandarin was the permanent representative of the Macau Customs Post (hoppo) and 
since 1732, he had judicial powers over the Chinese population of Macau. For more on the 
Chinese Customs Post, see Chapter 2.
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control gambling houses, which up until then had been under the jurisdiction of the 
local Mandarins. However, the hardening of Portuguese colonialism in Macau ben-
efited the development of a Chinese capitalist class in the late 19th century, relatively 
free from colonial intervention and from political persecution in the Mainland (see 
Chapter 2). Portuguese colonialism offered a safe haven for waves of Chinese refu-
gees, fleeing the Mainland for all kinds of reasons, and among these refugees, those 
carrying the Chinese tradition of secret societies found their way into Macau. These 
groups would assume a key, albeit ‘criminal’, role in the development of gambling 
businesses in Macau. 

5.2.1. The colonial regime:  
the licensing system and the first monopoly concession 

After the Opium Wars (1839-1846, 1856-1860) the changes introduced by the Por-
tuguese colonial rulers in Macau marked the end of their political subjection to Qing 
China, most notably through the refusal of paying the land lease – which had been 
in force since 1557 – and the expulsion of Qing officials from the territory.7 With 
these measures, the Portuguese claimed soverignty and full jurisdiction over the 
territory of Macau. 

Macau thrived on the opium trade, but the rising competition from the British 
in Hong Kong precipitated a decline in the fiscal revenues collected on behalf of the 
Macau colony. Instead of the Chinese Customs Post, which had been extinguished 
by now, the colonial government had to accept the British fiscal monopoly over 
the opium trade. It thus sought for other financing means, and in this context gam-
bling houses were for the first time legalised in 1850, through the introduction of a 
licensing system. The licensing system served two purposes: to collect additional 
revenues for the upkeep of a militarized outpost in Macau, and to impose order upon 
those gambling sites controlled by the secret societies (Pinho 1991: 235). 

Later, with the Portuguese Estado Novo (1926-1974), the gambling houses 
were officially condemned as being ‘socially decadent,’ and attracting the ‘most 
miserable and depraved sections of the population,’ but they were nevertheless 
considered a necessary evil (Gunn 1996: 89).8 Trade was the lifeblood of Macau; 
however, with hardly any agriculture and a small industrial base, the small trad-
ing colony had few means and resources to compete against the much larger Hong 

7 See Chapter 2.
8 Citing correspondence between the Governor of Macau and the Portuguese Ministry of 

Colonies in 1933. Cf. Gunn 1996, p.89.
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Kong harbour, which had become one of the key British colonies in the region. The 
1930s and 1940s were a particularly difficult period for Macau. The Japanese inva-
sion of China, and the subsequent Chinese civil war, brought waves of Mainland 
refugees into the territory. The supply of basic goods into Macau was increasingly 
difficult to assure, and the local economy became more and more dependent on 
semi-legal and illegal smuggling networks (Gunn 1996: 88). Under such difficult 
economic circumstances, the Portuguese colonial government continued to tolerate 
the existence of gambling houses, simply because they generated income. At the 
same time, the colonial government was also gradually becoming more aware of 
the advantages that licensed gambling was bringing into Macau, as it realized in the 
early 1930s that one million dollars a year was being transferred from Hong Kong 
to Macau as payment for lottery tickets (Pinho 1991: 249). 

The first gambling concession in the form of a monopoly franchise was estab-
lished in 1934, when an exclusive license was granted to the Tai Xing Company, 
which already owned a casino in Macau’s Central Hotel. This company had been set 
up by two local Chinese entrepreneurs: Tai Kin and Fu Tak Yam, who also invested 
in construction and development projects, building apartment blocks in the Praia 
Grande bay and establishing several trading companies, banks and a sea transport 
company operating between Macau and Hong Kong (Gunn 1996: 91). The com-
mercial branches of the Tai Xing included local banks (like the Tai Fung Bank 
managed by Ho Yin) and trading companies, like the Ng Fuk Tong or Five Fortunes 
Association, which handled the gold trade in Macau during the 1940s and 1950s 
(Gunn 1996: 92). 

The monopoly contract gave the Tai Xing company exclusive rights over the 
existent gambling houses, in exchange for a share of the profits under the form of 
fiscal revenues. The gambling business blossomed in Macau, especially after 1949 
when the recently established PRC banned all gambling inside China. The revenues 
from licensed gambling became an economic necessity for the Portuguese colonial 
government, but equally necessary was control over local gambling houses, which 
under the Tai Xing monopoly were still run by secret societies (Guedes 1991: 100). 
Fu Tak Yam, who succeeded Tai Kin as head of Tai Xing Co, was known to belong to 
some of these societies, which to some extent enabled him to keep competition at bay 
using all means to secure the control of the gambling monopoly (Pinho 1991: 249). 

5.2.2. The role of secret societies

After the Opium Wars, the Chinese population of Macau had swollen with Main-
land refugees. From this first wave of political and economic refugees, the ancient 
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Chinese tradition of secret societies or triads 9 blossomed in Macau. From the mid 
nineteenth century up until the 1950s, the active role of Chinese secret societies in 
Macau contributed to the territory’s strategic importance in trading and smuggling a 
variety of goods and equipment to and from China, like opium, gold or weapons and 
ammunitions. They were an endemic force in Macau’s underground and criminal 
economy, but with a crucial role in the development of Macau’s gambling industry. 

Secret societies have had a long history in China. Originally, they served pri-
marily political and ideological goals – most notably to overthrow the Manchus 
and replace them with a Ming ruler. Though historically they have usually had an 
opposition stance towards the Chinese state – which partly explains their secre-
tive and esoteric nature – they also mimic the strict hierarchic and administrative 
order of those same established powers, with which they share the same ritualistic, 
ethnocentric and sometimes nationalist ideological base (Sousa Santos 1998: 475). 
Throughout the nineteenth and early twentieth-centuries, they constituted a large 
opposition force to the established political and administrative order of the Qing rul-
ers. With the establishment of the British colony of Hong Kong and the expulsion of 
the Chinese Mandarin in Macau, these places became safe havens for these groups 
to recruit new members and re-organize their economic activities in order to achieve 
their political goal of restoring Ming rule in China. 

After the fall of the Qing in 1911, Sun Yat Sen’s republic shattered the so-
cieties’ original objective of restoring the Ming Emperor, but they nevertheless 
remained active all over China during the KMT years; Sun Yat Sen himself had 
belonged to some of these societies, as did most of the KMT leader and warlords 
(cf. Chesneaux 1971, Fairbank 1989, Guedes 1991). Secret societies have had an 
instrumental role to those who sought to challenge and fight state power in China. 
They were used to fight the Qing imperial rulers, to implement Sun Yat Sen’s re-
public, to fight the Japanese, and during the Chinese civil war they provided their 
services to both parties in the conflict (Cf. Chesneaux 1971, Guedes 1991)10. They 
were particularly active all over China during the civil war of 1945-1949. Yet, after 
1949 they were banned by the PRC mostly because of their KMT sympathies and 
connections, and many of them escaped to Taiwan, Hong Kong and Macau (Cf. 
Chesneaux 1971, Gunn 1996, Guedes 1991). 

In Macau, secret societies have combined long political traditions with the 
development of a wide range of illegal and criminal activities serving economic 

9 The name derives from one of the most powerful societies in seventeenth-century China – the 
Triad – which merged three different societies into one in 1674, to fight the Qing rulers and to 
restore the Ming (Guedes 1991: 205).

10 Mao himself had requested support from one secret society in 1936 (Chesneaux 1971).
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purposes. Though they are usually feared, they are also regarded as an integral part 
of Macau’s ancient cultural heritage (Sousa Santos 1998: 475). They are feared 
because they often use violent methods to obtain economic profit. But they are 
also feared by their political mercenarism, which might turn them into a potential 
threat to those who uphold state power, especially in China. Most of Macau’s secret 
societies were (and still are) local branches of larger societies with headquarters 
in the Mainland, Hong Kong or Taiwan. These groups somewhat resembled the 
associations described in Chapter 2 and 3, in that they were equally complex and 
hierarchic organizations, but essentially shaped by rituals and traditions found in 
ancient Chinese ideologies.11 Of course they contained clear differences vis-à-vis 
other associations, in particular, their secretive and esoteric character and their re-
sort to semi-legal or illegal economic activities to finance political goals and ac-
tivities elsewhere. In Macau, criminal activity can be understood as any other local 
business from the way it is tightly organized under triad control, just like other 
businesses are organized in economic and social associations. Moreover, the Macau 
triads are also part of international networks, which include other similar groups, 
from Hong Kong, Taiwan, the PRC (their ‘natural’ environments), but also from 
Russia, Japan and overseas branches in Europe, Australia and the US. 

In Macau, the social, economic and political importance of secret societies has 
increased and decreased overtime depending on historical circumstances, yet they 
never disappear totally, and are thus an integral part, albeit illegal or semi-legal, 
of Macau’s social landscape (Guedes 1991: 164). In different historical periods, 
secret societies have surfaced in the local economy, playing an important role in 
semi-legal and illegal trading activities with the Mainland. Under Portuguese colo-
nialism, they found in Macau a relatively safe place to blossom, mostly by seeking 
and disputing among themselves control positions in the local underground sector, 
which included the setting up of gambling houses to help these groups finance their 
political goals. During the 1920s, 1930s and 1940s, they were mostly associated 
with political organizations like the KMT and in businesses such as gold and weap-
ons trade. Under the first monopoly concession (1934-1962), they developed an ac-
tive role in the gambling businesses, especially in loan sharking and debt collecting 
services (cf. Guedes 1991). 

Fok Kai Cheong– himself a relative of Fu Tak Yam – recalls that in the begin-
ning of the STDM monopoly, in 1962, nobody dared to lease, rent or lend anything 
to this company, fearing the triad’s reprisals.12 Notwithstanding the aura of fear and 

11 See, for example Weber (1964), parts VI and VII, in which he describes how ‘Confucian’ 
bureaucratic rationalism was conciliated with orthodox and heterodox religious doctrines.

12 Fok Kai Cheong, interviewed in Ponto Final, 25 January 2002. 
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mystery surrounding these groups in the first years of the STDM monopoly, triad-
controlled gambling sites did disappear, a sign that these groups might have been 
paid off by the STDM and that a business alliance was taking shape, under difficult 
and unstable political relations between Macau and China. This leads us to assume 
that the pacification of the local triad groups has been essential for the monopolist 
company; otherwise the structure of the local gambling business could collapse and 
fall prey to uncontrolled and ‘disorganized’ criminal interests. 

The secret societies were the driving force of the Macau’s criminal economy, 
because they were highly organized rational actors, who used both legal and illegal 
means to achieve material gains. They became indispensable business partners for 
the monopolist company, with specific functions in the organization of the gam-
bling business, from debt-collecting to security services and gambling management. 
Though this pattern originated from the shared political interests between secret 
societies and the first monopoly company (including the alleged membership of Fu 
Tak Yam to one of these groups and their KMT sympathies), it would remain in the 
decades to come.

5.2.3. The transition to the second monopoly concession
 

The transition to the second monopoly franchise in 1962 – to Stanley Ho and his 
STDM (Sociedade de Turismo e Diversões de Macau) – was not an easy one. In 
1962, the substitution of the Tai Xing monopoly by that of the STDM occurred in a 
period of tense political relations between the Portuguese colonial government and 
the PRC (see Chapter 3). The growing influence of Mainland politics in Macau, 
and the frequent accusations by the Macau Xinhua that Fu Tak Yam and his associ-
ates were sympathizers of the KMT, forced the Portuguese colonial government to 
switch its concession to another bidder, after years of partnership with the Tai Xing 
Company. For the Portuguese, it was becoming increasingly important to avoid 
sheltering any interests hostile to the PRC – including hosting KMT supporters – 
in order to maintain Macau’s status quo, and peaceful, albeit unofficial, relations 
with the Mainland. The Portuguese government had thus strong political reasons to 
make the gambling monopoly change hands, which was against the interests of the 
old licensees. The increasing weakness of the colonial government, and the spread 
of PRC propaganda in the territory, made Macau more permeable to the political 
circumstances in China. Under these circumstances, the old licensees were forced 
to give in. 

The best way to understand the political and economic reasons behind the 
creation of the STDM Company, and why it was given the monopoly franchise, 
is by looking closer at the life trajectory of its president, Hong Kong-born Stanley 
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Ho. By the time he acquired the gambling franchise in 1962, Stanley Ho was well 
known both in Macau and in China, mostly by his business merits. 

Stanley Ho had moved to Macau in 1941, fleeing the Japanese occupation. He 
made his first million dollars three years later, allegedly in trading leftovers from 
the cooking and preparation of opium (Castanheira 1999: 80). In the 1950s, he was 
involved in the supply of goods and weapons to China during the Korean War. His 
role was to obtain import licenses from the Portuguese government for the goods 
coming into Macau, which he would then trans-ship into China, via Dili in East 
Timor. Once the boats heading to Dili were at a considerable distance from Macau, 
they would turn around and go back to China. Ho has admitted that although he did 
not know at the time if the Portuguese in Macau were aware of the full extent of 
the situation, he believes that they ‘closed their eyes, in order to give the Chinese 
people an opportunity.’13 

In this way, Stanley Ho developed close connections to the Portuguese Gov-
ernors. But in contrast to his gambling predecessors – notable for their political 
sympathies towards the KMT – he managed to also capture the sympathy of PRC 
authorities, in recognition of his trading efforts during the Japanese occupation and 
the Korean War. In the PRC, the reputation of Stanley Ho as a ‘patriotic capitalist’ 
added to his millionaire status in Hong Kong and Macau, which gave him important 
advantages in presenting his proposal to the Portuguese colonial government. 

In this enterprise, Stanley Ho counted on the political and financial support 
of a key figure from his native Hong Kong: Henry Fok, chairman of the Hong 
Kong Chinese General Chamber of Commerce and especially known for his con-
nections to the Guangdong CCP. Henry Fok was appointed STDM vice-director in 
1962, although he never lived, and hardly set foot, in Macau. In the course of time, 
Henry Fok became a member of the central government’s People’s Consultative 
Conference, which could also be understood as an attempt, in name of the central 
government, to participate in the running of Macau’s gaming industry.14 He would 
later state that he had never meant to take part in Macau’s gambling business; he 
just wanted to help his long-time friend and associate Stanley Ho to ‘save face’ in 
placing the bid back in 1962.15

For the Portuguese administration, Stanley Ho’s plans to develop newly-built, 
Western-style casinos and use gambling profits to invest in the modernization of 

13 Stanley Ho, quoted in Lima and Cintra Torres 2004, p. 58.
14 Henry Fok’s withdrawal from the STDM in 2002 ‘sent a clear message from Beijing that 

politics should be separated from the economy, and comes to correct the misunderstanding 
that Beijing leaders meddled in the running of STDM.’ SCMP, 27 February 2002. 

15 Hong Kong I-Mail, 26 February 2002.
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Macau’s infrastructure, were extremely attractive from a financial point of view. 
Salazar’s government initially opposed this plan, but soon resumed its policy of 
looking the other way, provided that the colonial government was sufficiently dis-
creet in its dealings with Stanley Ho (cf. Lima and Cintra Torres 2004: 57-63). In 
exchange for a share of the casino profits, the STDM gambling monopoly devel-
oped free from the interference of the colonial government.

5.3. The STDM Monopoly (1962-2002)

The gambling franchise attributed to the STDM in 1962 (renewable every 5 years) 
was an exclusive license to explore gambling activities in exchange for a payment 
of an annual premium of MOP 7 million. The agreement between the STDM and 
the colonial government implied not only the payment of these fixed taxes, but it ad-
ditionally required the company’s extensive participation in the development of the 
territory’s infrastructure. In this deal, casino gambling was the magnet to attract tour-
ists and to generate quick profits, both for the monopolist company and for the local 
government. Casino gambling sustained all economic activities of the STDM group 
and rapidly became the main source of revenues for the Portuguese administration. 

The expansion and diversification of the STDM into transport, real estate and 
tourism businesses coincided with a period of political uncertainty in Macau and 
China. In this section, we will look into how the STDM group turned gambling into 
Macau’s most important economic sector, and what the Portuguese administration’s 
role was in this development. 

5.3.1. Gaming regulation and government policies  
before the transition: the monopoly contract and land concessions

In 1974/75, the political changes introduced in Macau towards what was (still) an 
undefined decolonisation process, put a reformed Portuguese administration in a 
position to squeeze a larger share from the monopoly franchise, in the form of fiscal 
revenues and direct financial contributions to a growing number of governmental 
projects. 

In 1975, the Macau Governor tried to renew the gambling contract before the 
expiry date. A self-called ‘developmentalist’, Garcia Leandro wanted to raise taxes 
from the gambling franchise, in order to increase both the government’s budget and 
its participation in the economic development of Macau, which he considered a 
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‘backward Hong Kong suburb’ at the time of his arrival in 1974.16 After two years 
of relentless negotiation, in 1977 – the year the contract officially expired – he suc-
ceeded in changing the terms of the monopoly contract, which now raised the taxed 
amount from MOP 7 million to MOP 60 million, adding the collection of a variable 
percentage to the annual premium, calculated according to the STDM’s total (gross) 
casino income. 

With these measures, the Portuguese administration turned the terms of the 
gambling contract into its favour, by increasing its fiscal share over the monopoly 
franchise and using these financial resources to stimulate economic and industrial 
development in Macau. Pinho provides figures for the period between 1977 and 
1984, and concludes that, between 1977 and 1982, government revenues originated 
mainly from gambling taxes and grew on average 32 per cent annually (Pinho 1991: 
254-255). In the period between 1988 and 1996, we can see that the Portuguese 
administration continued to increase its revenues, due to increasing gambling prof-
its. As we can see from the table below, the annual payments for the concession of 
the gambling license constitutes more than half of the total government revenues, 
and together with land concession premiums – to which STDM has been the most 
notorious recipient; they have grown to account for almost two thirds of the total 
government revenues. 

From 1977 up until the last transition years, the Portuguese administration 
increasingly relied on the participation of the STDM group to fulfil its policy strate-
gies, a strong sign of its financial dependency on gambling revenues. The economic 
importance of the STDM grew throughout the transition period because of the ever-
increasing gambling revenues it ‘shared’ with the Portuguese administration and be-
cause of its crucial contribution towards the development of tourism-related infra-
structure and services, transport infrastructure and the construction and restoration 
of cultural sites. In 1996, the last contract between the STDM and the Portuguese 
government was formulated in a context of speedy development, where all the con-
tractual obligations taken up by the STDM had to be fulfilled before the monopoly 
expiry date of 31 December 2001. The terms of the last monopoly contract illustrate 
well the extent to which the Portuguese government depended on this company so 
that it could also fulfil its administrative obligations until the transition. 
In 1996, the payment of the annual concession ‘premium’ to the government 
reached the lump sum of MOP 150 million, plus the ‘rent of the concession of 
exclusiveness’, covering 32 per cent of gross casino revenues. The STDM was 
additionally obliged to maintain the maritime transport between Macau and Hong 
Kong, to participate in the construction of a new ferry terminal in Macau’s outer 

16 Interview with G.L., Lisbon, April 2003.
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Table 1. Percentage of monopoly franchise  
and land concessions’ revenues in total government revenues (1988-1996)

Source: Macau Statistical Yearbooks, DSEC-Macau, several issues.

harbour, and in urbanization projects in the outer harbour land-reclamation area 
(NAPE). In return, the STDM obtained privileges in acquiring or reclaiming land 
for these projects. The STDM was also required to participate in 50 per cent of the 
costs of construction and maintenance of the Macau Cultural Centre and to contrib-
ute two per cent of gambling profits to the creation of foundations for academic, 
cultural, scientific and educational purposes, following a MOP 180 million initial 
contribution. The STDM was also required to contribute MOP 50 million to estab-
lish a social security fund for the unemployed and to share responsibility with the 
government in promoting local tourism, including maintaining and running eco-
nomic and tourist information offices.17

 The acquisition of land proved to be fundamental for the STDM’s economic 
expansion and in this respect, the most important role performed by the local gov-
ernment in terms of infrastructure development took the form of land concessions 
and land leases. Given the territory’s scarcity of land and given the low level of 
government interference via other instruments, the terms and conditions of land 
agreements and land leases constitute important policy parameters. Ninety-five 
per cent of Macau’s land is government owned. Land is normally leased for a 
period of twenty-five years with the option of renovating the contract once it has 

a)  Including percentage of growth in relation to the previous entry.
17 This made them responsible for more than 50 per cent of the expenditures of Macau’s EU 

office in Brussels. (Governor’s Decision 45, 1996).

Year

1988

1991

1994

1996

Total 
Government 
Revenues
(bilions)

MOP 2,496 

MOP 5,777 

MOP 9,357 

MOP 10,472 

Growth 
Ratea)

(Base:  
1988 =100)

100

231 (131%)

374 (62%)

414 (10.64%)

Revenues 
from  
Monopoly 
Franchise
(bilions)

MOP 0,959

MOP 2,6

MOP 4,6 

MOP 6,1

Percentage
from total 

government 
revenues

38%

45%

49%

58%

Percentage 
from total 

government 
revenues

14.5%

18 %

26%

6.5%

Revenues 
from Land 

Concessions
(bilions)

MOP 0,363 

MOP 1,050

MOP 2,5

MOP 0,673
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expired.18 After the Joint Declaration in 1987, it was stipulated that half of the rev-
enue coming from land concessions would be managed by the Land Liaison Group 
and would remain for the post-1999 government. In the period between 1988 and 
1994, land rents and premiums collected from land concessions rose threefold.19 
The total amount of new land – including reclaimed land – to be used for construc-
tion, limited previously to 20 hectares, was raised to 35 hectares in 1991.20 

Industrial land is allocated among investors through land leases, conditions 
of which are negotiated case by case. During the transition, the revenues generated 
by land concessions and leases became the second largest source of government 
income, after the revenues from gambling concessions (see table 1). In the case of 
the monopoly franchise contract, the STDM was subject to special exemptions, like 
rent-free acquisition of land. Between 1991 and 1999, the Portuguese administra-
tion leased large amounts of land, mostly reclaimed from the sea, for a variety of 
projects, from urbanization to education, culture and transport infrastructure. The 
STDM contributed large funds, not only through the annual monopoly premium, but 
also as co-investor to major public works like the second Macau-Taipa bridge, the 
Ka Ho deep water port, the international airport and the Nam Van Lakes’ Project.21 

5.3.2. The organization of the STDM company 

The STDM transformed the gambling business into Macau’s most productive 
and profitable economic sector. All the development obligations contained in the 
STDM’s successive monopoly contracts (in 1962, 1977, 1982 and 1996) directly 
caused the modernization of Macau’s economy and turned the STDM into Macau’s 
most powerful business holding. During the transition years, this company alone 
provided the backbone of the local services’ economy by investing in the modern-
ization of Macau’s transport, accommodation and tourism infrastructure. 

The STDM is the only company providing sea transportation to and from Ma-
cau; it also controlled 30 per cent of the shares of Macau’s International Airport, and 
owned around 200 coach-tour and travel agencies. The STDM built all of Macau’s 

18 Land concessions for residential and urban development purposes are allocated through an 
auction system. There are also differences in land prices: land in the Macau peninsula is more 
expensive than land in Taipa or Coloane islands. 

19 Trade Policy Review Macau, Report by the GATT/WTO Secretariat, 1994, p.33.
20 LAGs and Investment Plan, 1991, p.201.
21 The Nam Van Company has a concession to reclaim land in the lakes at the bay of the Macau 

peninsula. It is obliged to give a share of the new land for government use.



REGIONAL INTEGRATION AND DIFFERENTIATION IN A GLOBALIZING CHINA

– 184 –

four and five star hotels and financed all of the territory’s transportation networks, 
information media and tourism offices. Up until the sector’s liberalization in 2002, the 
STDM controlled all gambling sites in the territory: not only casinos, but also grey-
hound and horse racing tracks and the issuing of lottery tickets. Moreover, and accord-
ing to a study by Chan, most of Macau’s restaurants, nightclubs, saunas and massage 
parlours belong to, or have business arrangements with, the STDM (2000: 66). Still 
according to the same study, in 1999 the STDM reported that, together with its associ-
ated companies, it employed 30 per cent of Macau’s labour force (Chan 2000: 68). 

Under the STDM monopoly, the gambling industry has developed an inter-
dependent relation with the tourism sector, in the setting up of businesses of trans-
portation, travel agencies, hotels, and restaurants. Because gambling is the magnet 
attracting the majority of Macau’s tourists, Pinho (1991), Calvete (1992) and Berlie 
(1999) agree that in Macau tourism is a sub-sector of gambling. Chan (2000) argues 
the opposite, by claiming that gambling is a sub-sector of tourism because most 
of the players are non-residents (2000: 62). In either argument, the economic and 
social importance of the gambling industry cannot be fully apprehended unless we 
look into the specific organization patterns that characterized this industry in the 
monopoly period.

The STDM began by introducing important innovations in Macau’s gambling 
business. Originally, only Chinese games were played in Macau – Fan Tan and Mah 
Jong – as well as Chinese lotteries that included three draws a day (Pinho 1991: 
249). In 1962, the STDM introduced Western-style casino games in Macau, in order 
to attract more gamblers into the territory, and diversified the supply of entertain-
ment in the local casinos – for example, hosting shows and integrating shops and 
restaurants in the casino area, and introducing casinos is all Macau’s five-star hotels. 

The STDM also organized a system for segregating high rollers into the casi-
nos’ VIP rooms – which generate the big bulk of gaming revenues – using business 
partnerships in managing these rooms. The business partner, in charge of managing 
the VIP rooms is a kind of subcontractor who guarantees a monthly income for each 
room. From this monthly income, a share is used to pay the government taxes and 
the leftovers are split into 70 per cent for the STDM and 30 per cent for the partner. 

The STDM has counted on a network of junket operators who identify and 
entice tourists and gamblers into its casinos. Macau is the most popular gambling 
destination in the region, attracting all kinds of gamblers from Hong Kong, the 
Mainland and the wider East Asian region. In this process, the STDM junket opera-
tors function simultaneously as travel agent, gambling facilitator and financier to 
tourists and potential players. They sort tourists out in terms of small, medium, and 
high players, and through their travel agent functions, they bring them to the casinos, 
nightclubs and other entertainment spots. The junket operators frequently finance the 
tourists by giving or selling those ‘dead’ gambling chips. These are gaming chips that 
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can be gambled or redeemed only in private transactions among players; they can-
not be redeemed by the entity who issued the credit (junket) or the chips (casinos). 
The difference between ‘dead’ and ‘live chips’ is that the latter are purchased by the 
player directly in the casinos, which in this case are obliged to redeem these chips. 

The STDM gambling monopoly owes much of its success to these credit lines 
given by junkets and VIP room operators, especially in attracting a constant flow of 
small and medium gamblers into its casinos – usually packaged-tour visitors and/
or frequent gamblers. However, according to the local law, only banks and credit-
card companies are allowed to concede credit in Macau, which makes these credit 
lines ‘unofficial’, at best. For the STDM, the system of granting credit to gamblers 
outside the casinos has shifted the potential risks away from the company and onto 
its subcontractors, usually the junket or VIP-room operator. The use of subcontrac-
tors has enabled the STDM to get out of the business of collecting bad debts, since 
in Macau there has never been any legal or official recourse for gambling-debt col-
lection.22 With the increase in tourism from Mainland China, local junket networks 
have also helped Mainland gamblers to circumvent legal restrictions against taking 
more than RMB 100 000 out of the country: the Chinese player gambles against 
a credit line set up by the operator and repays him once he is back in China.23 
This means that junket operators from Macau are likely to have networks in the 
Mainland that they can resort to, in case the debtor tries to escape his obligations. 

Finally, it is important to mention that some of the STDM’s subcontractors – 
mainly VIP room operators – are likely to be a member, or to have connections, to 
local and regional secret societies. The business relationship between the STDM and 
secret societies is widely talked about, but it has never really been explicitly formu-
lated, except in the study by Guedes (1991). According to this author, since its begin-
ning, the STDM employed the method of the ‘carrot and the stick’ towards these 
groups, by distributing a number of gambling rooms among the different and rival tri-
ads (Guedes 1991: 160)24. The arrangement worked in the following way: the strong-
est, most powerful group would get concessions in all Macau’s casinos, in exchange 
for the provision of security services in the gambling precinct. Other groups would 
also get concessions, but with smaller shares. The situation would last until one of the 

22 Interview with J.O., Macau, March 2004.
23 Interview with J.O., Macau, March 2004.
24 The evidence collected by Guedes is mostly from local police reports and investigations. He 

is currently a journalist at the local radio and TV stations, and had previously worked for the 
Macau Police during the 1980’s. Based on this experience, he wrote in 1991 a book about 
organized crime in Macau (As Seitas. Histórias do crime e da política em Macau, Livros do 
Oriente). 
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smaller groups challenged the larger one. A triad war would always follow, resulting 
in violent actions such as kidnappings, assassinations or street fights. 25 

Throughout the years, the control of the VIP-rooms of Macau’s casinos has 
changed hands, depending on who is, at any given moment, the strongest triad 
group. The ‘rise and fall’ dynamics of the local secret societies reflects their suc-
cess, or failure, in acquiring control over the largest possible number of casinos and 
VIP rooms. Between 1986 and 1991, groups like ‘Great Circle’26, ‘14k’27 or ‘Wo 
On Lok’28 – individually or in cooperation with other local smaller societies – have 
all conquered and lost ‘casino control’ in Stanley Ho’s gambling empire, as well as 
the control in transversal, semi-legal and illegal activities such as prostitution, loan 
racketeering and drugs (Guedes 1991: 171). 

It was only by subcontracting services to the local triads that the STDM could 
develop and grow without facing any major threats or robberies from these groups. 
Though, at first glance, this can be qualified as continuous extortion, these sub-
contracting arrangements allowed the STDM to control and mitigate inter-triad 
conflicts, with the bonus of assuring protection from all of them (Sousa Santos 
1998: 477). The relations between the STDM and the local triads were an important 
shaping factor of the gambling economy in Macau, to the extent that these ‘back-
door’ business arrangements with the local triads were tolerated and accepted by the 
Portuguese authorities because they had few means to eradicate, or even control, 
this kind of organized crime in Macau.29 For example, one of the defining features 

25 For example, the years immediately before the transition were stained by a climate of violence 
felt in 1998-99, with a wave of bombs exploding in nightclubs, killings and kidnappings. 
These events were attributed to a turf war among triad-connected VIP room operators, 
presumably battling for the control of these rooms after 1999, although rumours that the 
gambling business would be partially liberalized might have contributed to these events. 
(Interview with J. Guedes, Macau, January 2004) 

26 Known in Portuguese as ‘Grande Círculo’, and Tai Yun Chai, in Chinese. It was established 
in the beginning of the 1960s, and in Macau it has no ‘violent record’. They operate mainly in 
illegal immigrants’ traffic and prostitution networks. Its particularity is that is was founded by 
ex-red guards and Chinese PLA ex-commandos from the Guangdong region. (cf Guedes 1991, 
appendix, p.203) 

27 The 14K, meaning ‘fourteen karats’, was founded in Guangzhou in 1947 by a KMT general, 
and resulted from the unification of Guangdong and Guangxi’s principal secret societies. In 
the early 1990s, it counted between five and ten thousand members in Macau. (cf. Guedes 
1991: appendix, p.202).

28 Also known as ‘Soi Fong’, and in Portuguese as ‘Gasosa’, it is believed to be originally from 
Coloane island in Macau, but according to Guedes it is a dissident branch of one of Hong 
Kong’s largest secret societies, also known as Wo On Lok (cf. Guedes 1991: appendix, 202). 

29 The only attempt by the Portuguese government to intervene and condemn triad activities was 
a decree law of 1978, which provided for the first time a legal definition of secret societies 
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of these groups is that they have operated behind legal façades, usually sports and 
martial arts associations, and real or fictitious import-export firms (Guedes 1991: 
164). They are equally notorious for the wide range of illegal activities that they 
have practiced throughout the centuries, basically everything from where profit can 
be extracted: smuggling, document forgery, illegal migration networks, extortion, 
protection services, kidnapping, sabotage and infiltration in the police corps (cf. 
Sousa Santos 1998: 479-488). 

One illustrative example for how the Portuguese administration had few 
means to control or eradicate organized crime, or even interfere in the relationship 
between the STDM and secret societies, occurred in 1982 during a discussion in the 
Legislative Assembly about the revision of the STDM monopoly contract. The con-
tract established, among other things that a government representative would take 
part in the STDM’s board meetings, a measure which was vehemently opposed by 
MCA leader and Legislative Assembly president Ho Yin (Guedes 1991: 163-166). 
This was because, according to Guedes, the STDM board of directors approved, 
among other things, the payment of sums to the local triads (1991: 165). 

Neither the STDM nor its corporate directors ever participated directly in 
Macau’s political decision-making bodies, though the STDM was (and still is) a 
collective member of the MCA. In this particular situation, the possibility of direct 
government intervention in the STDM’s corporate decisions was against the inter-
ests of not only the STDM, but also the entire business community, accustomed to 
a non-interfering government in what their businesses were concerned, and at the 
same accustomed to enjoying a privileged position within the Portuguese admin-
istration. The timely intervention of Ho Yin resulted in erasing the line in ques-
tion, cutting off governmental access to Macau’s largest business group and sparing 
Stanley Ho’s ‘face’ in having to justify his corporate decisions to the Portuguese 
government.

5.4. The partial liberalization  
of Macau’s gaming industry (2002-2004) 

The policy strategy taken by the previous Portuguese administration had been 
based on the fiscal advantages brought about by the gambling monopoly, which 

under the Macau law and a special punitive system for these organized crime groups (Sousa 
Santos 1998: 484).
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had allowed for the existence of a tax haven for all other industries and economic 
activities.30 During the 1990s, the Portuguese Administration had played down 
its role in the tourism industry, by rather praising Macau’s cultural and linguistic 
heritage as the focus for tourist and international attraction.31 However, as early as 
1992, a Portuguese advisor to the local government had then emphasized the fact 
that the administration should be realistic enough to consider transforming Macau 
into ‘a Disneyland for adults,’ an interesting fact considering that it has been ad-
opted by the post-handover administration. In referring to the need for marketing 
Macau’s specific differences and attractions, the advisor in question stated that 
‘(Macau) is less a unique cultural reality and far more a unique chance of getting 
rich.’ (Calvete 1992:773).32

Without totally discarding this line of thought, the new SAR government has 
engaged in a more direct and pragmatic approach by turning gambling into Macau’s 
major economic and tourist attraction. The chief difference between the Portuguese 
and the current Chinese administration is that, while the Portuguese believed that 
those revenues should be used in ‘developing global links in order not to be engulfed 
by Zhuhai,’33 for the new administration the trend is to use these resources ‘to go 
regional’.34 The transition of Macau into a Chinese SAR and the consequent strategy 
of regional economic integration has brought positive effects to the local gambling 
industry. Especially since the handover, the number of Mainland Chinese gambling 
tourists has skyrocketed, resulting from a tendency that gradually took shape in the 
last ten to fifteen years, in which the number of Mainland Chinese tourists has grown 
faster than the number of visitors coming from Taiwan, Japan, or via Hong Kong.35

Prior to the transition, the joint effort by the STDM and the Macau govern-
ment in developing infrastructure and transportation links connecting Macau to 
China and the wider East Asian region further stimulated gambling-related tour-
ism in Macau. The construction of the Macau airport (with several daily flights to 
and from Taiwan and Mainland China), twenty-four hour ferry services connect-

30 Including the existence of symbolic income taxes – around MOP 500 a year (around EUR 50).
31 Interview with Jorge Rangel, Macau February 2004.
32 The author (and political advisor) considered M.E. Porter’s Diamond Model (1990) a ‘good 

model with the merit of giving a whole developmental programme to any administration’, 
which could be successfully applied in the local gambling industry. (Calvete 1992: 773, 
footnote 31).

33 LAGs 1998, preamble.
34 ‘Macau’s economy should adapt itself to the neighbouring economies to achieve double 

results with half of the effort.’ LAGs 2001, p.21.
35 Macau Tourism Statistics DSEC, 1995-2002
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ing Macau to Guangdong and Hong Kong; two land borders, and increasing bus 
excursions and coach tours from Guangdong province have encouraged increasing 
numbers of visitors and tourists from all over the Mainland and wider East Asian 
region to come to Macau. After the transition, the Macau gambling industry relies 
heavily on the regional tourist market, i.e., on the vast number of gambling tourists 
who arrive everyday in Macau, mostly by sea – via Hong Kong – or by land from 
the Chinese Mainland. In view of this, the Chinese central government has allowed 
for looser measures in granting individual visas to mainlanders for tourism and rec-
reational purposes, from a number of cities and regions. According to MSAR Sec-
retary for Social Affairs and Culture, the PRC’s new travel policies have stimulated 
Macau’s tourism and economy. However, these measures are insufficient to explain 
why and how the Macau gambling industry continues to be the economic backbone 
of the territory. The new policy measures taken by the MSAR government have pre-
cipitated a major re-organization of the local gambling industry, towards the partial 
liberalization of the sector. In the next sections, we will look into what this partial 
liberalization is about and how this is related with the post-transition tendencies of 
increasing regional integration with the Mainland. 

5.4.1. Government policy after the transition:  
the new gaming regulations 

Since the transition, government policy has mostly been directed at ‘intensify-
ing the intervention in gambling sector management and adjusting land conces-
sion policies (…) so that Macau can use its unique advantages as a major tourist 
destination.’36 Shortly after the handover, Edmund Ho’s executive started to work 
on a new legal regime for the economic exploration of games in casinos, as the 
STDM contract approached its expiry date in December 2001. The concession of 
the three new gambling licenses constitutes an important post-handover event be-
cause it was designed by the new government to bring more economic opportuni-
ties, in the form of foreign investment and more employment in Macau’s most 
profitable and sizeable industry.

The new gambling regime – Decree-law 16/2001 – defines Macau as a ‘con-
tinuous gaming zone’ and clarifies the local government’s exclusive authority in 
defining the spaces and the modes through which gambling is practiced in the ter-
ritory. 37 Most importantly, the new gambling law expanded to three the number 

36 LAGs 2001, p.21-23.
37 DL 16/2001, article 5.
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of concessions for casino development. In comparison to the gambling monopoly 
situation, the difference now is that the rules spelled out by the Macau government 
are applicable not to one but three license owners, on a non-discriminatory basis. 

Decree Law 16/2001 declares that the enterprises under concession should 
have a minimum capital of MOP 200 million, a deputy-administrator who is a per-
manent local resident and who owns at least 10 per cent of the enterprise capital.38 
This means that the companies wishing to participate in the Government’s bid for 
the award of gambling licenses should be constituted in the MSAR, and must in-
clude local partners in their development projects. The licensed companies have to 
pay an annual premium, left to the government’s criteria, plus a gambling tax of 35 
per cent of their gross revenues.39 In addition to this premium they have to provide 
two per cent of their total gross revenues to philanthropy institutions, three per cent 
to urban development and five per cent to tourism promotion. The licensed com-
panies have the right to acquire or lease land, under favourable conditions, which 
means that gambling-related construction projects have priority in land biddings 
and land reclamation projects. In contrast with enterprises and firms in other eco-
nomic sectors, like industry and trade, the companies exploring the gambling sec-
tor are obliged to have their accounts organized for governmental inspection, and 
to present them on a yearly basis to the tax collecting departments of the MSAR 
government.40 The fiscal criteria to collect gambling revenues and fix concession 
premiums are left to the discretion of the MSAR government. 

With this initiative, the Macau government now collects annual gambling pre-
miums not from one, but from three sources or concessions. The model of govern-
ment concession is maintained, as well the extensive development requirements in 
exchange for the gambling license. However, the changing economic environment, 
characterized by an increase in governmental regulation and by the participation 
of foreign investors in the Macau gambling business, has precipitated a major re-
organization of the gambling sector, previoulsy in the hands of one company, but 
which has now been diversifying into new business alliances and partnerships. I 
will now turn to a description of the three casino licensees to show how the new and 
the old gambling business interests are being been played out in relation to the new 
government’s policies. 

38 DL 16/2001, article 19.
39 DL 16/2001, article 27.
40 These are sent to the Directorate of Inspection and Coordination of Gaming activities (DICJ) 

and to the Financial Services Department (DL 16/2001, art. 30).
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5.4.2. The three gaming concessions
 

In 2001, a total of thirty-five projects applied for the MSAR government bid in 
making available three gambling licenses in Macau.41 Most of the projects com-
prised of diversion, entertainment or thematic parks, exhibition and convention 
centres, as well as several new casinos and hotels. Some of them even included 
skiing tracks, rural casinos and erupting volcanoes, which were quite bizarre con-
sidering Macau’s sub-tropical climate and natural shortcomings, but quite common 
in the casino business.42 The investment projects included capital from a variety of 
places, like Malaysia, Taiwan, the UK and Mexico, but the identity of the investors 
and shareholders were left undisclosed. When questioned about the criteria used to 
decide who would get the licenses, the MSAR Secretary for the Economy and Fi-
nances answered that ‘experience and capacity of the companies to manage casinos 
was a more important criteria than the amount and quality of the investment.’43 In 
February 2002, the MSAR government announced the winners of the three casino 
licenses, thus officially putting an end to the STDM monopoly. 

The first license was attributed to Stanley Ho and to his recently constituted 
SJM (Sociedade de Jogos de Macau). Until 2002, Stanley Ho owned all exist-
ing casinos in Macau, and after securing one of the three government licenses in 
February 2002, the STDM was renamed Sociedade de Jogos de Macau (SJM). The 
restructuring of the STDM into the casino company SJM has been a success to the 
extent that in 2003, it recorded USD 3.5 billion in total gaming revenue, signifying 
a 27 per cent increase in relation to 2002.44 

Under the SJM concession, Macau’s first ever theme park - the Macau Fisher-
man’s Wharf - occupies some 92,903 square metres of land, 40 per cent of which 
was reclaimed. Approaching the Macau Jetfoil Pier coming by boat from Hong 
Kong, one is struck by the sight of typical Amsterdam canal houses mixed with 
St. Mark’s church in Venice, a display of the future Legend Wharf: ‘An architec-
tural replica of major ports and mercantile cities of the Western world, with touches 
of European and Latin architectural styles.’45 Along the water-front of the Legend 
Wharf, a marina serves visitors supposedly coming in their private yachts. Located 
at the outer harbour, this MOP 1.2 billion project was co-developed by Stanley Ho 

41 Hoje Macau, 10 December 2001.
42 The most notorious example being Las Vegas, located in the middle of the desert, where there 

is an artificial volcano that erupts three times a day. 
43 Hoje Macau, 10 December 2001.
44 Ponto Final, 9 January 2004.
45 http://www.wtc-macau.com/news/n23-5page.html.
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and David Chow. David Chow is an old-time associate of Stanley Ho: he was one 
of the STDM’s upmarket junket operators, owning several travel companies, the 
Macau Legend Club and the Landmark Plaza, where every day a long line of black 
limousines are parked, waiting for VIPs to do their gambling, drink in its expensive 
bars and shop at its boutiques. As soon as the SJM emerged as one of the three 
gambling licensees, the casino manager and junketeer come-developer David Chow 
sponsored two large projects: the Fisherman’s Wharf and the Pharaoh Palace, a ca-
sino operating since November 2003 in the Macau Landmark. What makes David 
Chow different from others that have amassed fortunes in the local gambling indus-
try is that he is also a deputy to the local Legislative Assembly, elected by universal 
suffrage. He has become both one of Macau’s most influential entrepreneurs and 
also a ‘politician’ chosen by the local population to be one of its direct representa-
tives in the local legislative body. David Chow believes it is an historic time to be 
a legislator: ‘I’m a legislator for two systems, the Portuguese one and the Chinese 
one. It’s doubled the work, but doubles the pay!’46

Apart from the construction of Lisboa II, a new mega-casino situated oppo-
site the historical Lisboa Hotel47, the SJM also negotiated a sub-concession with 
the American-based global entertainment company MGM-Mirage, which can be 
understood as a key move to prepare for future competition by the other licensees. 
Heading the negotiations was Stanley Ho’s daughter, Pansy Ho, which ‘is a clear 
sign he regards her as his best bet to continue his work and that he wants her to get 
directly involved in his casino business in Macau’.48 This is an indication that the 
SJM empire will remain under tight control of Stanley Ho and his family. 

In this particular case, the SJM’s new business partner is an old timer in the 
international gambling business. The MGM-Mirage group operates fourteen ca-
sino resorts in the USA and Australia, and though it had lost in the race for the 
three licenses in 2002, as a sub-contractor of the local SJM, it will open a casino 
in Macau under the same license. The SJM and the MGM-Mirage have formed a 
joint-venture, by launching the construction of a hotel-casino complex of estimated 
investment value of MOP 7,800 million, scheduled to open in 2007. This business 
deal illustrates that the concession of the licenses has not been all that restricted, 
paving the way for other companies, which either lost or were not even part of the 
initial selection, to still enter the market through joint-ventures and subcontracting 
agreements. 

46 SCMP, 27 November 1999.
47 This hotel constitutes one of Macau’s most notorious landmarks. It was Stanley Ho’s first 

casino, opening in 1963, and its VIP rooms are the most profitable gambling sites in Macau.
48 SCMP, 8 February 2004.
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The SJM is also disputing land concessions in the COTAI area – a reclaimed-
land strip linking Taipa and Coloane Islands – with the other licensees.49 Although 
the SJM now has to face heavy competition from the Americans in the Macau gam-
bling business, it will be difficult for other concession owners to match, in the short 
run, the SJM group or what the previous STDM had achieved. Local observers ex-
pect that Stanley Ho’s influence will remain dominant in Macau, even if his casinos 
lack the glamour of Las Vegas – being crowded, a bit rundown and lax on dress 
standards – but they are still home to big-money Chinese gamblers and low on re-
strictions on the amounts of cash being gambled. 50 

Despite the SJM’s established position in the Macau gambling business, the 
other newcomers are eager to compete with Stanley Ho. The second government li-
cense was awarded to the Galaxy Resort and Casino Company, owned by Hong Kong 
property businessman Lui Chee Woo. The interesting thing about this license is that it 
included from the beginning the Venetian-Sands Group as a sub-concession, through 
a partnership with Sheldon Alderson, the chairman of the Las Vegas Sands, which is 
the parent company of the Las Vegas-based Venetian group and since 2002, the major 
partner in the Galaxy-Venetian Casino Consortium. Under the same concession, the 
first two projects of this business consortium, the Galaxy Star World Casino and the 
Macau Sands Casino are already in full operation. The Galaxy casino, inaugurated 
in the autumn of 2003, belongs to the Hong Kong investors and resembles the SJM 
owned casinos – such as the Jai Alai or the Lisboa. The Macau Sands Casino is 
owned by Sheldon Alderson’s group and it was the first American casino company 
to open in Macau, offering around 2,000 jobs for casino and hotel staff.51 The Macau 
Sands contrasts with other already existing casinos in that it is a Las Vegas style, 
grand-casino, with an impressive display of kitsch style, eight-meter long chandeliers 
hanging from the central hall’s ceiling, and the gleaming golden towers right next to 
the luxurious Mandarin Oriental hotel. In May 2004, over 500,000 people (more than 
the entire population of Macau) came to this casino’s inauguration. Though the build-
ing was not yet fully finished, it had already 400 fully functioning game tables as well 
as 600 slot machines, as well as plenty of restaurants and entertainment venues. The 
scale of the new casino is matched by the number of visitors registered in July 2004: 
around one million people are estimated to have visited it during that month alone, 
either to gamble or to eat and drink in the various restaurants and bars.52

49 Hoje Macau, 2 June 2005.
50 Interview with J.F., Macau, February 2004.
51 As part of the licensing agreement, the casino concessionaires must give preference to the 

local (resident) population (Ponto Final, 5 January 2004). 
52 Hoje Macau, 30 July 2004.
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As a newcomer in the Macau gambling business, Alderson’s strategy seems to 
be: ‘build it and they will come.’ Sheldon Alderson has declared Macau’s gaming 
industry to have ‘one billion potential costumers within a two-hour plane ride, and 
60 million within a two-hour car ride, [it] can easily surpass Las Vegas.’53 He is thus 
confident in the returns of his investments in Macau, and has already committed an 
estimated USD eight billion54 in the Macau Sands and in the Venetian-theme com-
plex of casinos and hotels in the COTAI area. While he disputes land concessions in 
the Cotai with Stanley Ho, Alderson’s plans to build a 3,000-room Macau Venetian 
hotel have already materialized. The Macau Venetian opened in 2006 and boasts the 
‘world’s biggest casino, with 600,000 square feet of gambling space’.55 The Macau 
Venetian is a huge complex, hosting 3,000 hotel suites, several shopping malls and 
convention centres, swimming pools, restaurants and a 15,000-seat showroom. 

Wynn Resorts is Macau’s third licensee, also a Las Vegas-based company. 
Representing it is Steve Wynn, another Las Vegas casino mogul. The project of 
a ‘luxurious mega-hotel and casino’ on the western side of the NAPE area (Outer 
Harbour Reclaimed Land Area) progressed slowly, in comparison with the Macau 
Sands or the Venetian. Wynn Macau is also smaller than its competitors, but it still 
hosts Macau’s ‘most sophisticated and sleek casinos, shopping malls, health clubs 
and restaurants’.56The architecture is the same as its Las Vegas counterpart – a wide 
curved tower – and it still includes 600 hotel rooms and suites, located just across 
the Lisboa Hotel and a five-minute walk from Macau’s historical centre. 

The wave of casino investment brought by the awarding of three gambling 
licenses is visibly changing Macau’s landscape into a string of flashy buildings, 
round-the-clock entertainment and shopping spots. Between 2002 and 2006, seven 
new casinos have opened in Macau, as part of larger building complexes that include 
convention and exhibition centres, entertainment venues, a multitude of shops and 
restaurants, health clubs and swimming pools. Under the SJM concession, the 
Fisherman’s Wharf Theme and Entertainment Park, and the Macau Landmark Plaza 
already operate their respective casinos, and two more are expected, with the con-
struction of the MGM Grand Macau and the new Lisboa hotel casino, both sched-
uled to open in 2007. Steve Wynn has his newly built Wynn Macau, and is the 
only licensee who operates alone; for the moment Wynn Macau is his only project 
in Macau. The Galaxy-Sands-Venetian group currently control four casinos – the 
Galaxy Waldo, Galaxy Starworld, the Macau Sands and the Macau Venetian; these 

53 SCMP, 5 December 2003.
54 FEER, 11 March 04.
55 http:// www.macauresorts.com/hotels/venetian-macau.html
56 http://www.macauresorts.com/hotels/wynn-macau.html
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last three are located in the highly disputed COTAI reclaimed area. Alderson’s busi-
ness vision for Macau is to turn the COTAI isthmus into a Las-Vegas Strip. In this 
plan, he competes directly with the SJM and MGM Mirage alliance, to acquire 
land and develop the COTAI.57 Alderson figures that, though it took at least thirty 
years for Vegas to become Vegas, it will take only five years for Macau’s COTAI to 
become Asia’s entertainment Mecca.58 

5.4.3. Post-handover patterns in the gambling industry (I):  
the new regulatory regime 

The concession of three new casino licenses has begun a new stage of expansion 
of the Macau gambling industry. The new wave of casinos has also been sustained 
by growing numbers of gamblers, mainly coming from China. This constitutes a 
major factor taken into consideration by both old and new casino developers and 
entrepreneurs, and it is understood that Mainland policies have also contributed to 
the increase in the number of visitors to Macau’s casinos. According to the MSAR 
government, the PRC’s new travel policies – allowing Mainland residents to visit 
Macau as individual travellers – has brought an enormous increase of these tourists 
to the territory. In 2003, the SJM alone recorded 25 per cent more revenues than in 
2002 and was expected to bring around MOP 9 billion in casino gross revenue tax 
to the government in the first half of 2004.59 In 2003, Macau recorded 11.9 million 
visitor arrivals, which is a remarkable figure if one takes into account, for example 
the size of the local population (about 494,000 people) or the negative impact of the 
epidemic outbreak in neighbouring regions in the first half of that year.60 According 
to local tourism statistics, 63% of those visitors came by land or sea from the PRC, 
which signified a 25% increase in relation to the previous year.61 

With more casinos and the expected increase in the numbers of gamblers and 
tourists, the MSAR government continues to assure ever-growing revenues. Yet the 
government has also issued new and tougher measures to regulate one specific area, 
which up until the transition developed outside of any kind of government interfer-
ence: the modes of concession of credit to gamblers in Macau’s casinos. The Macau 
law prohibits anyone other than banks and credit card companies from issuing credit 

57 Hoje Macau, 2 June 2005.
58 FEER, 11 March 2004.
59 Ponto Final, 8 January 2004.
60 Macau was spared, recording just one confirmed case. (Ponto Final, 8 January 2004).
61 Macau Tourism Statistics, 2003 (3rd and 4th quarter), DSEC, pp.15-17. 
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within the territory. However, gambling credit has been granted by a variety of 
people during the STDM monopoly, all of it technically illegal, but nevertheless 
tolerated by the Portuguese authorities. 

In addition to the new legislation regulating the terms of the concession of 
casino licenses in Macau, in December 2003 the MSAR government started to draft 
new legislation allowing casinos and junket operators to grant credit to gamblers, 
through a number of rules and conditions. In the first place, this legislation clarifies 
that the concessionaires and their sub-concessions are entitled to give credit inside 
their own casinos. 62 All credit for gamblers granted outside the concessions, sub-
concessions, banks and credit-card companies, remains illegal. Secondly, credit in 
the casinos can only be given in the form of betting chips; and this is compulsory 
for all the concessionaires. With this point, the law acknowledges and differentiates 
‘concession of gambling credit’ from other forms of credit: it occurs when the credit-
giving entity (casino) or individual (junket), transfers betting chips to any recipient 
who does not pay them on the spot. Both the casino and the junket operator are now 
recognized as legal credit-giving institutions. But according to the new regulations, 
the junket operators that wish to continue acting as financiers can only give credit in 
the form of ‘dead’ betting chips. ‘Dead chips’ are those that can only be redeemed 
in private transactions with another player, i.e., they are non-negotiable (cannot be 
exchanged or redeemed for money) and cannot be used for any purpose, except to 
gamble. As opposed to ‘live chips’, they are supplied to gamblers that do not risk 
their own money during play. Dead chips represent the actual cash that a player is 
risking and may cash out even before playing, and it can be directly redeemed at the 
credit-issuing entity, or casino. 

These regulations do not include any restrictions nor fix any maximum 
amounts of credit that can be given, leaving it to the discretion of the concessions; 
but they do include eventual tax exemptions in the event of ‘créditos mal parados’ – 
bad debts from gamblers – which will not be taken into account in the deduction of 
gambling taxes, to the benefit of the concessionaires. 

This legal package provides the ‘normative anchor of the liberalization and 
internationalization policies of Macau’s gaming industry’.63 However, it is essen-
tially meant to appease foreign investors, who after winning their concession 
remained wary of Macau’s junket system. Early in 2004, Wynn publicly stated that 
it was more important to insist on legal changes about credit concession than being 
building his casino because what was going on in Macau was suspicious at best.64 

62 Law proposal regulating the concession of credit in casino games, 2004, article 2. 
63 Law proposal regulating the concession of credit in casino games, 2004, p.1.
64 FEER, 11 March 04.
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He was particularly concerned with Macau’s junket operation system, and admitted 
thinking about bringing his own network of people. Yet, he also recognized that he 
did not know much about the Chinese gambler profile, nor about the ‘high rollers’ 
– his main target group – from Hong Kong, Guangzhou, Dongguan and Shanghai 
who were the frequent guests of Stanley Ho’s casinos. 65 In November 2003, Steve 
Wynn even threatened to pull his investments out at a press conference in Macau, 
where he claimed Macau officials were ‘dragging their heels’ in passing suitable 
legislation: ‘If they can’t create a regulatory environment that is safe for me, I’m 
passing’66. 

Despite Wynn’s open criticism, the MSAR government included representa-
tives of all the concessionaires and local junket and tour operators in the consulta-
tion process for the new law on credit concession in casinos. Whereas both David 
Chow (SJM) and Lau Chi Wu (Galaxy) expressed their satisfaction with the MSAR 
government draft law, the American investors expressed their reservation, due to 
certain incompatibilities with the American gambling licensing system. Steve Wynn 
raised more than once the issue on whether Macau junket and tour operators, who 
had obtained vast experience under the STDM monopoly, were ‘suitable’ to work 
for Wynn Resorts and the Venetian-Sands. The American licensees already pos-
sessed gambling licenses issued by the federal state of Nevada, which regulates 
their corporate activities not only in the USA but also in the rest of the world. 
According to the Nevada gambling regulations, the licensees can only associate 
with ‘suitable’ partners when doing business overseas – suitability which is deter-
mined by the Nevada Gaming Concession after proper investigation.67 According to 
the Far Eastern Economic Review (11 March 2004), 80 per cent of Macau’s junket 
operators were not ‘clean’, meaning that they were either not registered or were sus-
pected of belonging to organized crime groups. However, according to a Portuguese 
legislator involved in the drafting of the law on credit concession to gamblers, the 
proportion cannot be so high because some of the biggest junket operators (includ-
ing David Chow) are already licensed in Las Vegas and ‘most of them don’t neces-
sarily want Stanley Ho to know that they will bring players to Las Vegas the same 
way they bring them to him.’68

Not only has Wynn openly criticised the government of Macau, but also chal-
lenged publicly one of his direct competitors, David Chow, who, Wynn discovered, 

65 FEER, 11 March 04.
66 FEER, 11 March 04.
67 Hoje Macau, 14 January 2004.
68 FEER, 11 March 2004.
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owed a considerable sum of money to one of Wynn’s casinos in Las Vegas.69 
Commenting Wynn’s statements on the inadequacy of Macau’s junkets, a local 
deputy wondered why the Americans were so quick to pour money into Macau 
if they did not know what they were doing. This deputy – who happens to be a 
political associate of David Chow – believes that Steve Wynn’s problem is fear of 
competition.70 Chow himself has a similar, though more constructive, view: instead 
of exerting pressure on Macau’s authorities ‘(…) the Americans should learn from 
Macau and from its unique gaming culture, (…) with a local junket-tour system 
that has worked very well for forty years.’71 Overall, and in the eyes of the local 
gambling entrepreneurs and competitors, Wynn’s approach to discuss those issues 
was careless, and like many other Westerners wanting to enter the China market, it 
was demonstrative of: ‘(…) his lack of knowledge about our culture and our hab-
its in Macau. He is another American trying to eat the whole pie.’72 He made his 
competitors and the local government officials ‘lose face’, which can be potentially 
damaging to those who try to build a successful business in China. 

In the new gambling environment, the issues of granting credit in the casinos 
and the suitability of Macau’s junkets have come to the spotlight. Regarding this last 
issue, the Macau government has promised new mechanisms for scrutinizing and 
licensing local junket and tour operators. But overall, the law on the concession of 
credit to gamblers still affords some flexibility in the terms through which junkets 
and VIP room operators can continue to grant credit to gamblers in Macau’s casinos. 
In fact, these regulations are rather the legalisation of the informal credit concession 
system, as practiced in the past by the monopolist company. Credit-giving practices 
outside the casinos remain illegal, as a matter of principle, but the law leaves wide 
room for interpretation because it limits itself on what goes on inside the casinos 
and does not sanction these practices outside the gambling precinct. Though the 
government may have taken the lead in legislating gambling activities, these regula-
tions constitute an illustrative example of how policy formulation in China – in this 
case legislative initiative – is sometimes preceded by its practical implementation. 
In other words, the government of Macau has decided to legislate on what was 
already the practice inside Stanley Ho’s casinos. 

69 Ponto Final, 25 March 2004. 
70 Interview with J.F., Macau, February 2004.
71 SCMP, 5 March 2003.
72 Interview with J.F., Macau, February 2004.
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5.4.4. Post-handover patterns in the gambling industry (II): the re-organi-
zation of local gaming entrepreneurs vis-à-vis new competitors 

The recent economic expansion of the Macau gambling industry has likewise 
forced the re-adjustment to the new situation of the traditional gambling interests, 
previously organized under the STDM’s monopoly structure. In response to the 
MSAR government’s regulatory changes, in February 2004, the Macau junkets 
and tour promoters organized into a new association in a ceremony sponsored by 
the MCA: the General Association of Administrators and Promoters for the Macau 
Gaming Industry (Associação Geral dos Administradores, Gestores e Promotores 
de Jogos de Fortuna e Azar de Macau - AGAGPJM). 73 This association congregates 
most of the previous STDM and current SJM associated enterprises, and follows 
Macau’s associative pattern.74 Although this association is at its very beginning, it 
has already participated in the drafting of the new gambling law as a collective and 
voluntary organization with direct interests in the sector.75 

This association has no rules referring explicitly to ‘ethnicity’ as a member-
ship requirement, however current members have to understand and embrace the 
‘one country, two systems’ guideline and accept the PRC as the legitimate Chinese 
state. 76 The formation of this multi-front coalition of local junket operators and 
tour promoters clearly shows that the association is still the most powerful vehicle 
to pursue specific interests and political influence. However, the creation of this 
association also indicates a departure from the previous situation in the gambling 
industry, in which the local government dealt with only one company. Because of 
the monopolistic structure of the sector, it looked like that there was no need to 
represent gaming-related economic interests outside the STDM until the concession 
of the new licenses. 

Despite the diversification of Macau’s gaming sector, the ‘insider company’ 
is in a relatively comfortable position, in terms of the networks it possesses and in 
terms of social and political influence in Macau. The SJM remains an MCA collec-
tive member, and interestingly, the chairwoman of the recently-established associa-
tion is Stanley Ho’s second wife, Winnie. The connections between the SJM and 

73 Hoje Macau, 6 February 2004.
74 It distinguishes founding members from individual and collective members and it has a set 

of general principles. These include, following the ‘one country, two systems’ guideline, 
uniting links among administrative personnel, stimulating the development of the industry and 
facilitating the dialogue with the government and among gaming and tour operators.

75 Hoje Macau, 6 February 2004.
76 AGAGPJM Charter, Macau’s Official Gazette, April 21 2004. 
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triad groups seem also to be in order, despite the climate of violence felt in Macau in 
1998/1999 during which there was a turf war among triad-connected VIP room op-
erators, presumably battling for the control of these rooms after 1999. The situation 
is again ‘under control’. In May 2004, a Hong Kong magazine reported that several 
individuals connected to secret societies from Hong Kong, Taiwan, Macau and Japan 
gathered at a gala dinner in Macau’s Plaza Restaurant, counting more than 1,000 
guests, including entertainers, financiers and local politicians, among them the broth-
er of Macau’s Chief Executive, Stanley Ho’s second and fourth wives Winnie and 
Angela Ho, Ma Man Kei’s three sons, and David Chow.77 The friendly atmosphere 
among historically-rivalrous groups, and the mixing with local and regional public 
figures was indicative of a new gambling era dawning in Macau.78 Any connection 
to organized crime is still promptly dismissed by any of Macau’s key figures, at least 
in public. Even for long-established junket operators like David Chow, triad crime is 
not a problem anymore in Macau: ‘Those days are over. It’s not organised crime like 
the Russians or the Italians. I’d say when you’ve got triad members giving interviews 
about their activities to [international magazines], it’s disorganised crime.’79

While the long-established junkets and casino entrepreneurs seem to be doing 
well under the new circumstances, for the new players it remains difficult to change 
the business and regulatory scenario if they do not count on an influential local busi-
ness partner – legal or illegal. Without such relationships, they risk being excluded 
from directly taking part in, or influencing, the local governmental institutions and 
business associations. In practice, associations in Macau continue to be an over-
whelmingly local (and Chinese) matter, and seen from this example, the gambling 
industry constitutes no exception. This is seen in the way the new gaming asso-
ciation combines the interested parties in overseeing that the local junket promo-
tion system and other traditional practices in the Macau gambling business remain 
essentially unchanged under the new gambling regulations. 

5.5. Conclusions 

The organizational patterns of the Macau gambling industry have special charac-
teristics, vis-à-vis other local industries, like the export-oriented sector based in 

77 Hoje Macau 14 June 2004.
78 Hoje Macau 14 June 2004.
79 SCMP, 27 November 1999.
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textiles and garments, as we shall see in the next chapter. In the present case, mo-
nopoly forms of business through government concession have largely shaped and 
determined the development of this industry into Macau’s most profitable economic 
sector. Even with the partial liberalization of the sector in 2001, the new regulatory 
regime can hardly be qualified as ‘liberal’ or ‘liberalized’. This is so because the 
terms of new licensing agreements do not differ much from the previous monopoly 
situation, at least in terms of the contractual obligations: the payment of annual pre-
mium and taxes to the government, and economic development obligations, in the 
form of diversification of services and creation of employment. The chief difference 
is that instead of one, there are three licenses (equalling a threefold collection of an-
nual premiums and taxes) and the license owners can legally subcontract other com-
panies to develop casinos and other entertainment facilities under the same license. 

The role of the government is another crucial element in this industry, with 
differences in regulatory regimes before and after the transition. Before the transi-
tion, gambling served mainly to raise revenues and shift developmental responsibil-
ities to Macau’s gambling company. After the transition, gambling still is the main 
source of government revenue but the government can now use gambling revenues 
to adopt a more active stance towards regulating not only the sector itself, but also 
the entire economy. 

In order to influence economic policy, the channels of access to the state have 
also special characteristics in the gambling industry. There was no need to create 
associations in this sector because of its monopoly structure. The monopolist com-
pany STDM was ‘self-sufficient’ because it had direct access to the government, 
through the monopoly rights and obligations. It developed free from government 
meddling in the running of the business, but it was also dependent on other groups 
to assure the stability of the industry, like the local secret societies. For these groups, 
the STDM served not as a channel of access to the state proper, but as an ‘insurance’ 
against the government’s interference in the criminal economy. After the transi-
tion, with fresh competition in the gambling businesses, the local gambling-related 
economic interest are finally moving into the traditional associative pattern to have 
their interests preserved in the new regulatory regime and vis-à-vis newcomers. 

State-Business Relations in the gambling sector before the transition:  
the government, the STDM and the secret societies 

The monopoly contract between the STDM and the Portuguese colonial govern-
ment in 1962 initiated a mutual-dependency pattern between the local government 
and the gaming monopolist. Gambling activities had, of course, a much longer his-
tory in Macau, yet the significance of the transition to the second monopoly contract 
is largely explained by the political context of the time. The concrete economic and 
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political circumstances of Macau prior to 1962 created a situation in which a politi-
cally weak administration had few means to raise its public budget and few means 
to control, or even forbid, gambling activities and all its transversal businesses in 
Macau. The second monopoly contract thus initiated a new era in Macau: a still-
colonial government became vitally dependent on the STDM group to develop the 
territory, to finance itself, and later to prepare Macau for its political devolution to 
the PRC.

The relations between the local authorities and the monopoly company un-
folded around three areas: the negotiation of the terms of the monopoly contract, 
the collection of revenues and the allocation of land. Land is scarce in Macau and 
an essential asset for any casino developer: in this sense, the monopoly situation 
gave the STDM a clear edge in acquiring and developing land, contributing to the 
STDM’s leading position in Macau’s gambling sector. Since the 1960s, all changes 
in Macau’s physical landscape and in its infrastructure have originated from the 
STDM Corporation (now turned into SJM). This company alone built virtually all 
Macau’s modern infrastructure, and financed the development of land reclamation 
projects. Under the leadership of Stanley Ho, the STDM enjoyed special privileges 
in acquiring and using land prior to the transition, privileges which are very un-
likely to be removed by the current administration. The saying that ‘Stanley Ho 
made Macau as much as Macau made him’ is not an exaggeration, because together 
with the local government, he practically ‘owns’ Macau. In the last forty years, 
Stanley Ho and his STDM turned Macau into a round-the-year and a round-the-
clock gambling destination. He also fulfilled all contract obligations towards the 
colonial government, which for four decades managed to squeeze fat revenues from 
the gambling concession in exchange for the STDM’s total and exclusive control 
over gambling activities and sub-activities, including transportation and infrastruc-
ture development, tourism, and cultural activities and institutions. But this case has 
also shown that, despite ever-growing revenues, the local government’s financial 
dependency on one company weakened its capacity to intervene in the running of 
the industry.

State-Business relations after the transition:  
the MSAR government, the ‘old’ and ‘new’ gambling concessionaires 

Before the transition, the local government had virtually survived on gambling rev-
enues. There was a clear pattern of financial dependency on the gambling industry 
which the new MSAR government has fully inherited. However, in contrast to the 
Portuguese administration, the post-handover government has openly supported 
the gaming industry and actively promoted its expansion and regulation, not spar-
ing words in highlighting its importance for the local economy and society. The 



ChapTer 5

– 203 –

government’s ‘excuse’ for raking so much revenue through gambling concessions is 
to make sure that the changes in the sector do not affect negatively Macau’s human 
resources and social standards. The core of the government’s economic strategy 
is to gear Macau towards the local diversification of tourism and services, in line 
with goals of deeper social and economic integration with the Chinese mainland. 
Sustained by an increasing demand for tourism and entertainment services by the 
Mainland’s nouveau riche, Macau’s gambling sector effectively (and financially) 
helps the government to achieve those goals. 

The decision to grant three licenses, instead of one, to explore gaming activi-
ties in the territory has irreversibly changed the terms of competition in the gaming 
industry. Yet, Macau’s current government has left the organization of the sector in 
the hands of local people by accepting political influence of local gambling entre-
preneurs in legislative and executive bodies – while extracting fresh revenues from 
the new licenses. The fact that new investors have been allowed into the territory 
will undoubtedly raise Macau’s government’s cash flow, but the terms of govern-
mental intervention in the gambling sector still need Stanley Ho’s approval. This 
means that the capacity of the MSAR government to intervene in the gambling sec-
tor is not as strong as it might seem at first. Even now, the local government depends 
much on the position of Stanley Ho and his associates in order to make policy or 
to legislate in this area. Taking an example discussed in the previous sections, the 
proposed law on credit concession in casinos has not really regulated the sector, but 
rather spelled out the legal terms for what has been practiced by the STDM in the 
last forty years. Thus, the role of the government cannot be characterized as inter-
ventionist, but rather complementary to the interests of the major gambling group. 

For the previous monopoly owner, all the regulatory changes could be under-
stood as a necessary transformation so that all can, in essence, remain the same. 
That is, the government continues to supports itself through ever-increasing gam-
ing revenues, and the major local gaming group maintains the leading position, 
especially in the level of political and social influence its members possess, both 
in Macau and in China, and in parallel, criminal economies. For example, Stanley 
Ho’s ability to wear different hats is similar to Ho Yin’s (see Chapter 2 and 3). His 
political connections with the Portuguese colonial government in Macau and with 
the PRC have well served his business goals and have been instrumental in his rise 
as a worldwide-known casino mogul and billionaire who re-created Macau into a 
place where it is worthwhile to invest. Stanley Ho has for a long time cultivated 
relations with the PRC and although he no longer counts on Henry Fok, long-time 
business associate and sub-concessionaire David Chow has managed to be directly 
elected to Macau’s Legislative Assembly, in a clear representation of the SJM’s 
interests in the local government. It seems thus logical to conclude that Stanley Ho 
and his SJM group still dictate the rules of the game, and that much of the process 
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leading to the concession of new licenses, or leading to the adoption of new gam-
bling laws and regulations, has unfolded under his or his associates’ close scrutiny. 
Stanley Ho faces heavy competition in the business, but the newcomers are unlikely 
to get the ‘best spots’, because those have already been taken. 

With new players and new rules, the SJM’s strategy consists in forming fresh 
business alliances, while securing the support of the traditional, local gambling-
related entrepreneurs. Two out of the three concessions are subdividing into an 
expanding number of casino operators, giving way to other casino and casino-
related entrepreneurs – both local and from abroad, both winners and losers of the 
competition – to enter the game through a side door. This is a new, ‘globalizing’ 
trend in the Macau gambling business, which the SJM has promptly embraced 
with its business deal with the American company MGM-Mirage. However, in the 
monopoly period, the STDM had grown from several subcontracting arrangements 
with flexible, small-sized local and regional businesses, dealing with a variety of 
activities ranging from tour agencies and bus and coach-tour companies to junket 
promotion, credit facilitation and VIP-room operating systems. With the transfor-
mation of the STDM in the SJM, the corporative modus operandi has been main-
tained. And this is the crucial characteristic of the SJM group – which arguably dif-
ferentiates it from the other consortia: the wide range of connections and business 
networks it possesses, from organized crime to the Mainland’s central government. 
This leads us to the final conclusion of this chapter, which is the predominant posi-
tion of this gambling corporation has had at least as much weight as the government 
in the restructuring of this sector. The SJM’s position has not been endangered by 
foreign competition, quite to the contrary. The new gambling environment allows 
it to consolidate its economic position and channels of political influence, it allows 
the SJM to diversify in terms of business partnerships, and it has released it from its 
burden of exclusive financier of the local government.
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CHAPTER 6.

The Macau Textile and Garments Industries:  
industrialization, state-business relations  

and the shift towards economic regionalization 

6.1. Introduction

The textile and garments’ industries are the most geographically dispersed of all 
industries, both in developed and developing countries (Dicken 1998: 233).1 The 
geographic dispersion of the production, distribution and consumption stages has 
made these industries organizationally complex, but technologically stagnated. On 
the consumption side of the chain, changes in demand patterns have had profound 
consequences for textiles and clothing manufacturers, because it is in developed 
countries that the level and nature of demand for clothing is largely determined.2 
On the production side of the chain, they remain labour intensive industries and thus 
prone to subcontracting and out-processing arrangements where wages and labour 
costs are lower, in order to meet the rising demand for cheap and fashionable goods. 

Over the last five decades, the production and distribution of textiles and gar-
ments for global markets has formed the core of Macau’s export-based industriali-

1 According to Dicken, while the production of textiles has become technologically more 
intensive – the output goes to several types of end use – the production of garments (its most 
important branch) remains less sophisticated in its technological requirements and are basi-
cally the same as two centuries ago (Dicken 1998: 235). 

2 Final consumers are stimulated to purchase more of these products through fashion-change, 
marketing devices For example, brand names and designer labels cover a very broad range of 
products, from the outstandingly expensive to the exceptionally cheap. These devices come to 
differentiate what are very similar products.
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zation. Traditional explanations of industrial dwevelopment in Macau have almost 
exclusively relied on economic factors – global or local – but have not paid much at-
tention to the political and institutional context under which these factors are played 
out. The long-term perspective contained in this chapter serves to fill in this gap by 
looking at how business is organized in this sector overtime, how the local govern-
ment bodies have contributed to industrial development processes, and how local 
entrepreneurs have safeguarded their interests, before and after the transition. The 
state-business relations framework again highlights the key historical moment – the 
handover – as the most recent turning point in the economy and polity of Macau. 

In the specific case of the textiles and garments industries, the change of gov-
ernment has been crucial for the survival of the local export-oriented manufacturing 
sector, which has experienced an increasingly competitive environment. Global-
scale changes have largely contributed to a ‘race to the bottom’ situation for gar-
ment producers and distributors, who have increasingly resorted to subcontracting 
arrangements all over the globe, in order to keep a competitive edge in quick re-
sponse, product innovation and quantities sold. The Macau textiles and garments 
industries are a typical example of this situation: they are composed of a small 
number of small-scale manufactures and a large number of export firms which have 
played a critical role in the organisation and geography of textiles and garments 
manufactures in China’s south coastal regions. 

The following chapter is divided into three sections. The first section gives 
an historical overview of industrial development in Macau and explains how the 
textiles and garments industries came to play a central role in export-oriented in-
dustrialization. Industrial development in Macau is divided into three stages: early 
industrialization (1890s-1950s), industrial expansion, based on the production of 
light goods for exports markets (1960s-1980s), and industrial relocation to China 
(1980s-1999). The second section analyses closely the roles of the government, 
businessmen and business organizations in the development of these industries be-
fore the transition. The third section looks at the textiles and garments industries 
after the transition: as the transition re-defined the social-economic role of govern-
ment institutions and business organizations in Macau, these industries pose new 
challenges – political and economic – for the new government and for the textiles 
and garments entrepreneurs. A new phase has begun for these industries: the lo-
cal entrepreneurs now regard China as a booming consumer market, and not only 
a low-cost supplier. The shift away from the traditional export markets, and into 
China, has been stimulated by the new government which, besides the main ‘go re-
gional’ policy line, has been increasingly concerned with the situation of industrial 
labour and employment in Macau.
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6.2. Historical overview of the general causes and  
effects of export-oriented industrialization in Macau:  
the development of the local textiles  
and garments industries 

 
Since the late 16th century, the economic history of Macau has revolved around trade. 
The territory is very small and with few natural resources, and this was enough for 
the Portuguese merchants to establish a commercial entrepôt and to profit from the 
opportunities offered by the China trade. Up until the Opium Wars of 1839-1842 
and 1860-62, the Macau trading houses (exporting tea, silk and opium to Europe) 
were included in the Guangzhou trading system and run by groups of Chinese com-
pradors.3 As mentioned in previous chapters, after the Opium wars, the tense cli-
mate between the Macau colonial government and China was actually favourable to 
the social and economic rise of an essentially local Chinese business elite – with a 
long and vast experience of trading activities with Westerners. Although they lived 
in the Portuguese colony – and were thus excluded from participating in local po-
litical institutions – they now enjoyed a wide extent of freedom and autonomy in 
running businesses. Additionally, they were also free from the Guangzhou trading 
system and from the presence and the taxes imposed by the Chinese Mandarin. 
From the 1850s onwards, they flourished in lucrative trade activities – such as the 
re-export of opium via Hong Kong or the coolie trade – and later, they would lead 
Macau’s first industrializing experiences. 

In the second half of the 19th century, the introduction of new industrial con-
cepts from the West was fused with ancient Chinese manufacturing traditions; in 
places like Guangzhou, Shanghai, Nanjing or Hong Kong, these conditions were 
favourable for a local Chinese proto-industrial class to emerge, with capital and 
know-how on how to deal with Westerners to raise their share in the international 
trade of China’s products. Macau still played a strategic role in gaining access to 
foreign markets and, consequently, many of these entrepreneurs came there, either 
to expand their business operations or to flee adverse political and economic cir-
cumstances in China. Industrial development in Macau occurred thus relatively 
late and out of specific political and economic circumstances: the conflict between 
China and Western powers giving rise to the Opium Wars, and domestic conflict in 
China, such as internal rebellions and dynastic replacement.4 

3 See Chapter 2.
4 See Chapter 2. 
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The Chinese traders and entrepreneurs, who settled in Macau from the mid-
nineteenth century onwards, established the first export-oriented manufacturing 
venues in the territory. Small-scale, handicraft type production had existed for a 
long time in Macau, in the form of silk and tea processing manufactures (cf. Gunn 
1996, Ieong and Siu 1997). These entrepreneurs made the first attempt to diversify 
Macau’s traditional, small-scale handicrafts into firecrackers, incense and matches 
manufactures, producing for international markets. In 1900, Macau counted some 
15 factories – set up on Chinese capital – processing tea and producing fireworks 
and matches for European and American markets (Gunn 1996: 83-88). There was 
no involvement of Portuguese traders in this business, nor any participation from 
the government in financing these industries, except the usual registration and li-
censing system for the establishment of these manufactures within Macau’s territo-
rial limits. These early industrial activities still depended heavily on international 
trade connections and the required transport and communications links, which were 
the lifeblood of colonial economies such as Hong Kong and Macau. 

These export-oriented manufacturing venues were crucial components in 
Macau’s early industrial development and an indication that Chinese businessmen 
started to expand their business activities to areas in which, up until then, they had 
only traded (Cremer, Sit and Wong 1991: 40). In the production of matches, fire-
crackers and incense, they took advantage of existing technology in the territory, 
which had been earlier used by the Portuguese to produce guns and gunpowder 
(Ieong and Siu 1997: 39-40). From the 1900s up until the 1930s these three products 
– matches, firecrackers and incense – formed the core of Macau’s export-oriented 
industry to markets in the USA and Europe (Cremer, Sit and Wong 1991: 13). From 
the 1930s up until the late 1950s, fish products and textiles and garments had a 
reasonable share in export markets (see below table 2), but it was only in the course 
of the 1960s, when Hong Kong entrepreneurs started to set up factories in Macau, 
that export-oriented industrialization really took off (Cremer et al 1991: 15). In the 
absence of any kind of industrial policy or plans by the Portuguese colonial gov-
ernment, Hong Kong businessmen and investors played a key role in the effort to 
modernize Macau’s industrial base, with important repercussions for the structure 
of the local economy.

6.2.1. The ‘rise’ of Macau’s textile and garments’ industries:  
the Hong Kong factor and the impact  
of international trade regulations 

In 1962, a significant event irreversibly changed Macau’s economic landscape: the 
award of the gambling monopoly to Hong Kong-born entrepreneur Stanley Ho and 
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his company STDM (see chapter 5). The STDM’s plans to restructure and modern-
ize Macau’s transportation and service infrastructure renovated the interest of Hong 
Kong businessmen in Macau. In the course of the 1960s, Macau became a popular 
destination for Hong Kong’s Chinese middle class, attracted not only by the enter-
tainment provided by Stanley Ho’s growing empire, but also by what they perceived 
to be new business opportunities. 

In the late 1950s, Hong Kong had succeeded in becoming a major industrial 
base for export trade. Hong Kong’s economy grew to unprecedented levels, but 
export restrictions to its products – in particular textiles and garments – had already 
started to emerge. The United Kingdom was the first country to impose restrictions 
on these products in 1961, followed by the then EEC and the USA in 1962, with 
the signing of the Long Term Cotton Agreement.5 This agreement allowed coun-
tries like Sweden, Norway and Canada – all three major import markets for Hong 
Kong’s textiles – to impose similar restrictions through the successive renovation of 
bilateral agreements between 1969 and 1973 (Cremer et al 1991: 25). In response 
to increasing restrictions on their cotton exports, developing countries – including 
Hong Kong– started to diversify their production into man-made fibres and wool-
len products, to expand product coverage beyond that provided by that Agreement 
(Moore 2002: 64). 

For the Hong Kong-based industries, the advantage of investing in Macau 
rested largely on the Portuguese Colonial Law of 1954, which had declared free 
movement of goods between Portugal and all of its colonies, thus providing favour-
able duty-free access to raw materials and other export markets to Macau business-
es. Additionally, Macau was not a signatory to the Long Term Cotton Agreement, 
making Macau a convenient and close location for Hong Kong’s industries keen 
on circumventing growing trade restrictions. Macau also offered other significant 
advantages, ranging from low tax levels and cheap labour costs to a similar social 
and cultural environment, with a common language and, in many cases, family ties 
(Jalles 2001: 9-12). 

Fuelled by Hong Kong investment, Macau began a period of economic adjust-
ment in which the old, small scale manufacturing premises were replaced by larger 
factories, producing labour-intensive goods for international markets (cf. Cremer et 

5 In 1961, the UK, the USA and other countries had placed restrictions on textile imports 
through the adoption of the Short Term Agreement. This was an important first step in 
establishing an international regime designed to limit the ‘market disruption’ caused by 
increased competitiveness of cotton goods from developing countries. The success of this one-
year agreement led to the adoption of the Long-Term Agreement, providing similar protection 
to domestic cotton producers (in the importing countries) for a period of five years. The Long-
Term Agreement was renovated in 1967 and in 1970 (Moore 2002: 63-64). 
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al 1991, Gunn 1996, Ieong and Siu 1997). From this fresh wave of investment, the 
textiles and garments’ sector gained a major impulse to become Macau’s number 
one export-oriented industry. The production of textiles and garments was not novel 
to Macau, but it had little expression in terms of export trade in comparison with the 
fireworks industries, until the Hong Kong investors came in the early 1960s. The 
sharp decrease in the local production of firecrackers, matches and incense and the 
rise of textiles and clothing activities transformed these into the dominant manufac-
turing activity. By the late 1960s, as we can see from the table below, local textiles 
and garments products constituted the bulk of Macau’s export basket.

Macau’s businesses gained from Hong Kong’s ‘spill-over effects’, by not 
only increasing its production of garments but also by seeking, albeit timidly, to 
expand and diversify the local textile industry. By the late 1960s, the first wool-
len goods factory in Macau came into production, laying the foundation of the 
local woollen industry, comprising mainly the knitwear sub-sector (Jalles 2001: 
8). In 1969, textiles and garments industries had virtually substituted traditional 
manufactures such as tea processing, firecrackers and incense, and constituted 71 
per cent of Macau’s total exports employing 40 per cent of the local labour force 
(Cremer et al 1991: 31). 

In the course of the 1970s, Hong Kong industrialists continued to invest in 
production sites in Macau, motivated by the same reasons: growing trade restric-
tions and lower production costs. In 1971, the USA adopted the General System 
of Preferences (GSP), granting preferential tariffs for a selection of products from 

Table 2. Composition of Macau’s Exports (1930-1969)

Source: Cremer, Sit and Wong, 1991, p.14

Exported Products 
 (%)

Fish products

Firecrackers

Matches

Incense

Textiles Garments

Foodstuffs

Others

Total

1930

26.4

15.9

15.9

6.2

5.3

18.3

12

100%

1958

32.8

20

3.8

4.7

19

9.9

9.8

100%

1969

9.3

– –

7.1

– –

71.6

– –

12

100%
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developing countries.6 Although Hong Kong was included on the list of the coun-
tries/territories to benefit from these schemes, it was excluded from receiving pref-
erential treatment in textile products. In 1974, the Multi-fibre Agreement (MFA) 
– signed under the GATT’s auspices – established a regulatory framework within 
which textile exporters and importers were to conduct bilateral trade agreements on 
the quantities of exported goods, and in which importing countries could take uni-
lateral action in the form of further restrictions (Moore 2002: 64). Hong Kong was a 
signatory to this agreement – thus remaining subject to restrictions – but not Macau. 

When Hong Kong-based exporters found their GSPs being reduced also in 
non-textile products such as toys and plastics, they again reacted by installing fac-
tories in Macau, which by now enjoyed GSP preferential trade conditions (Feitor 
and Cremer 1991: 189).7 Although not part of the Multi-Fibre Agreement of 1974, 
in 1976 Macau gained GSP export access to the USA, Canada and Europe. With 
the GSP system, a new generation of export-oriented industries emerged in Ma-
cau: toys, artificial flowers, electronics and ceramics. These industries developed 
not only from these trade conditions that gave preferential treatment to Macau’s 
products, but also from the same crucial kind of investment from Hong Kong that 
had previously launched the textile and garments industries in the territory (Feitor 
and Cremer 1991: 184). Despite a rise in the export share of these new products in 
the late 1970s, it stagnated in the beginning of the 1980s, and the artificial flowers 
export sector even ceased to exist, as shown in table 3. 

Export diversification away from the textiles and garments industries proved 
difficult in Macau. Because of the GSP system, local entrepreneurs had managed 
to gain a significant position in international markets, benefiting the most with this 
situation. On the one hand, they benefited from the know-how and capital invest-
ment of their Hong Kong business partners, especially in those industries enjoying 
preferential treatment. On the other hand, they also benefited from the international 
trade climate: growing restrictions on textiles and garments was actually favourable 
to the expansion of these industries in Macau, which now had their own quota, or 
share, in exporting these goods to Europe and North America.

Throughout the 1980s and 1990s, textiles and garments maintained their lead-
ing position in Macau’s export-oriented sector. Yet, the heavy weight of these prod-

6 In 1968, the United Nations Conference on Trade and Development (UNCTAD) recom-
mended the creation of a Generalized System of Tariff Preferences, under which industrialized 
countries would grant trade preferences to all developing countries, through the establishment 
of individual GSP schemes. 

7 The GSP allowed for developed countries to grant preferential tariff rates to exports from 
developing countries. The GSP is a deviation from the GATT’s most-favoured-nation treat-
ment and reciprocity.
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ucts in the export basket meant that these industries became more dependent on the 
ability of local entrepreneurs to secure export quotas for their production, and thus 
more dependent on the Portuguese government to negotiate Macau’s share in inter-
national trade agreements. Although Macau was not a signatory member of either 
the Long Term Cotton Agreements or the Multi-Fibre Agreement, when it became 
a full member of the GATT/WTO in 1991, it automatically became a signatory 
to all multilateral trade treaties, including the MFA, which was renegotiated and 
renamed Agreement on Textiles and Clothing, during the 1994 Uruguay Round.8 
The Agreement on Textiles and Clothing (ATC), established a time schedule to 
abolish all restrictions, including bilateral negotiations, in the international trade 
of these products.9 The abolition of trade restrictions would in principle damage 
Macau’s competitive position, because the local industries have heavily relied on 
restricted markets, for which the export volume – quota – is fixed in bilateral trade 

b Including furniture, leather products, food, beverages, tobacco, and paper and metal products. 
8 This agreement stipulated a four stage gradual elimination of all import quotas over a period 

of ten years, and a correspondent gradual expansion of the volume of existing quotas for the 
time-being. This was to be achieved through a series of bilateral agreements between export-
ing and importing countries within the stipulated schedule. The major importing markets – 
like the USA, Canada and the European Union – have kept discretion in selecting the products 
for which trade is to be liberalized at each stage. This means that the most ‘competitive’ 
products such as women’s wear or baby clothing were left under quota for as long as possible, 
though at the latest until December 2004.

9 The GATT had allowed for the automatic accession of countries or territories under external 
administration, a rule that had been applied before to British and French colonies. Macau 
became a participant in the Uruguay Round negotiations, concluded in 1994, which formally 
created the WTO (Trade Policy Review Macau, GATT/WTO, 1994, p.89).

Table 3. Composition of Macau’s Exports (1982-1998)

Source: LAGs Macau 1986, 1992, 1994 and 1998.

1982

76.8

3.6

7.8

2.8

8

100%

1986

69.7

2.8

11.8

4.8

10.9

100%

1992

76.3

– –

4.9

3.0

15.8

100%

1994

73.5

– –

4.9

3.8

17.8

100%

1998

87.2

– –

0.6

0.5

11.6

100%

Exported (%)

Textiles and Garments

Artificial flowers

Toys

Electronics

Othersb)

Total
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agreements. This situation, in which the industrial sector has benefited from export 
restrictions, contrasts with countries or territories with high industrial output, like 
India or Bangladesh, in which they loose rather than benefit from quota restrictions. 
As it can be seen in the table below, the period between 1982 and 1999 saw an 
increase in the negotiated quota volume, which made Macau’s exports to restricted 
markets grow much faster than those to open markets, showing a relatively poor 
performance under non-discriminatory conditions. 

6.2.2. The ‘decline’ of the Macau textiles and garments industries:  
industrial relocation and subcontracting linkages with China 

After a period of expansion as an out-processing centre for Hong Kong industries, 
international trade agreements have pushed up the level of textiles and clothing 
exports ‘made in Macau’. As the local entrepreneurs increased their export-shares, 
it became increasingly costly to make local manufactures produce more at lower 
costs. The 1980s were a decade during which the Macau industrialists and entrepre-
neurs were presented with new challenges, in particular how to continue increas-
ing export quota shares, while facing rising production costs in a small territory of 
limited industrial resources. 

According to Jalles (2001: 14), the combination of two factors – the opening 
up of China to foreign trade and investment through the SEZ, and the rising costs 
of labour and land in the territory itself – pushed Macau’s entrepreneurs to relocate 

Table 4. Comparison of textile  
and garment export shares in restricted and unrestricted markets (1982-1999)

Source: Trade Policy Review Macau, GATT/WTO, 1994, 2001.

Total share under 
restrictionArtificial 

fEuropean Union

USA

Canada

Norway

Total share without 
restrictions

1982

69,3

45,8

19,8

3,2

0,5

30,7

1987

77,4

41,7

31,9

3,4

0,4

22,6

1992

80,9

39,8

37,9

2,7

0,4

19,1

1994

82,3

36,7

43,5

1,6

0,5

17,7

1998

85,5

37,1

46,5

1,6

0,3

14,5

1998

86,6

31,4

53,6

1,6

– –

13,4
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most of their textiles and garments production bases to Guangdong province, in or-
der to regain competitive advantages for its exports at the world level (Jalles 2001: 
14). In the table below, we can see that between 1980 and 1985, there was a sharp 
decrease in textiles and garments output, a fact which is explained by the increased 
use of subcontracting linkages across the border by local textiles and garments 
firms, especially in business activities such as product assembly, acquisition of raw 
materials and staple products like t-shirts, dyed cloths or buttons (Jalles 2001: 15). 

Table 5 also shows that, in 1990, there was again an increase in output, which sug-
gests that despite industrial re-location into China, the existing textiles and garments 
factories still contributed to a considerable share of industrial output. In the course 
of the 1980s and 1990s, though much of Macau’s production base of textiles and 
garments had progressively shifted to China, some segments of production were 
still kept in Macau territory, for example, in the finishing stages such as sewing but-
tons, labels, ironing and packaging. In 1998, there were around 370 garment manu-
factures and around 100 export companies registered in Macau where close to 100 
% of the products sold though Macau’s export firms came from China. 10 The ne-
cessity to maintain slightly more value-added production segments in Macau, such 
as labelling and packaging, complements local higher valued-added distribution 
networks. This also ensures the origin of the traded goods, which have to be ‘made 
in Macau’, in order to avoid non- compliance with international trade regulations.

10 See respectively, Trade Directory of Macau (IPIM 1998) and Economic Bulletin of Macau 
(Macau Economic Services1998).

 
Table 5. Share of Industrial output (1980-1994)

Source: Maruya 1999, pp. 123-144.

Industrial Production (%)

Textiles and Garments

Artificial flowers

Toys

Electronics

Others 

Total

1980

85. 5

2.5

0.9

1.6

9.5

100%

1985

69.7

1.8

7.7

2.7

18.1

100%

1990

72.6

– –

5.6

6.3

15.5

100%

1994

62.9

– –

4.5

5.1

27.5

100%
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6.2.3. The impact of industrial decline on local labour

Proximity to China and to its vast human resources has turn low-skilled, cheap, mi-
grant labour into a major factor in Macau’s industrial development. Since the 1900s, 
the development of export-oriented manufacturing in Macau had the advantage of 
absorbing an expanding population, made up of Mainland refugees, fleeing poverty 
and war. The textiles and garments industrial expansion in the 1960s and 1970s 
required more workers, most of them recruited in the Mainland, on a temporary 
basis. In the course of the 1980s and 1990s, the relocation of more labour-intensive 
industrial production segments to China meant that many factories moved across 
the border, while others simply shut down and disappeared. The number of regis-
tered manufacturing establishments in Macau dropped from a total of 2,300 in the 
mid-80s, to 1,700 in 1990, and by 1997, there were around 1,300 manufacturing 
establishments in Macau, from which around 500 factories were still producing tex-
tiles and garments (Chan 2000: 68-69).11 Not surprisingly, the number of workers 
engaged in Macau’s factories also declined, as shown below in table 6. 

11 The estimates are in percentage of total number of manufacturing establishments. 

 
Table 6. Percentage of resident workforce per sector (1990-1996)

Source: Maruya 1999, p.132.

1990

28.6

6.4

– –

26.0

6.1

5.4

26.5

1.0

100%

1993

17.9

4.9

7.5

26.1

5.9

6.3

30.4

1.0

100%

1994

16.7

5.0

9.5

25.6

5.8

6.2

30.1

1.1

100%

1996

14.5

6.2

8.4

28.4

6.3

6.8

28.4

1.0

100%

 (%)

Textiles and garments manufactures

Other manufactures

Construction

Commerce, Tourism and Hotels

Transportation

Finance and Property

Public Service

Others

Total
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These figures are not, however, totally representative of Macau’s labour situation, 
unless we also take into account the ‘non-resident’ workforce, which grew from 
six per cent of the total workforce in 1990, to almost 20 per cent in 1995.12 Non-
resident workers are usually regarded as temporary labour, distributed among three 
sectors: manufacturing, services, personal services like housekeepers and caretak-
ers, and construction and public works, which absorb the largest share of the regis-
tered non-resident workforce (Chan 2000: 22). Non-resident labour is thus a very 
wide category, which includes not only floating contracted workers but also illegal 
workers employed in manufacturing, construction and personal services comprising 
of a wide range of activities like domestic helpers, masseuses or prostitutes. Official 
labour statistics do not take into account unregistered and illegal workers because 
the employment figures do not count the cross-border or ‘floating’ population that 
works in Macau and presumably goes back to China, either on a daily basis or when 
the work is finished. In the case of temporary workers employed in manufacturing 
activities, it is not uncommon for them to often sleep in the factories and to remain 
in the territory after their contract has expired.13 

According to Chan, the halving of Macau’s industrial base in the 1990s had to 
do with low productivity rates, particularly in the textiles and garments sectors, and 
with the increasing wage differential between Macau and China’s low-skilled work-
ers (cf. Chan 2000). Overall, Macau’s workforce remains relatively low-skilled – 
higher education background is low compared to Hong Kong and other high-income 
economies in Asia, such as Singapore or Japan – which is a hindrance to increase 
skills, labour productivity and mobility across sectors, and of course to increase 
wages (Chan 2000: 21). In addition to this, the increase of non-resident workers, 
especially from China, have helped the Macau companies to maintain lower la-
bour costs. Though the phenomenon of non-resident labour is more intense in the 
construction sector than in the manufacturing sector, the side effect is that it keeps 
the wages low. According to an AGOM representative, today ‘in Macau there is no 
labour shortage, but there is a shortage of cheap labour (…) even to improve pro-
ductivity and efficiency, the only way is to raise the wages.’14 Since the beginning 
of the 1990s, the relocation of labour-intensive production across the border, the 
influx of migrant workers from the Mainland to work in large construction projects, 
and the growing demand for skilled workers for the expanding services sector have 
created a situation of rising unemployment and underemployment, with strong inci-
dence in the manufacturing sector (Ieong and Siu 1997, Maruya 1999, Chan 2000). 

12 Employment Survey, DSEC, Macau, 1990, 1993, 1995.
13 Ponto Final, 25 May 1996.
14 Interview with Wu, Macau, July 2004.
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As shown in table 7, in a period of ten years the rate of unemployed workers in-
creased, as well as underemployed workers. Underemployment occurs when the 
workers – for involuntary reasons and regardless of their employment situation – 
work fewer hours than they would expect, and are thus available or looking for 
additional work. According to the Macau annual employment survey, underemploy-
ment occurs mostly to low and semi-skilled workers from the industrial manufac-
turing sectors.15 In the case of the textiles and garments industries, the manufactur-
ing workers are low-skilled, middle-aged women, with few possibilities in making 
a career in services, either as bartender, waitress or salesperson. The expansion of 
the services sector, propelled by the growth of the gambling and entertainment sec-
tor, did not facilitate labour adjustments in Macau because the workforce ‘released’ 
by the manufacturing sector could hardly be transferred to the services sector. The 
majority of low and semi-skilled jobs available in the low-end services sector have 
been filled by relatively young employees: mostly female migrants from China, 
the Philippines or Thailand, because Macau entrepreneurs usually prefer to ‘recruit 
young and pretty workers [female] and not middle-age, low-skilled ones.’16 

The increase in unemployment, and specifically underemployment in the man-
ufacturing sector, has caused widespread concerns about, and criticism towards, 
government policies – or lack of them – concerning labour issues. As the unem-
ployment and underemployment increased during the 1990s, the estimate of non-
resident workers has also increased, and thus we cannot rule out the explanation 
that the relatively high number of imported workers has affected the employment 
situation of Macau, not only in manufacturing but in the low-end of the services 
sector as well (cf. Chan 2000). 

15 Employment Survey 2000, DSEC, p.16-18.
16 Interview with C.V.K., Macau, February 2004.

Table 7. Unemployment and Underemployment Rate (1990-2000)

Source: LAGs, 1994, Employment Survey, 1996, 1998 and 2000.

2000

7.1

15,200

2.7

5,800

Unemployment rate (%)

Unemployed persons (#)

Underemployment rate (%)

Underemployed persons (#)

1990

3.4

N/A

2.4

N/A

1993

2.2

N/A

1.6

N/A

1996

4.5

9,400

1.5

3,200

1998

5.4

11,600

1.7

3,600
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6.3. Patterns of economic and social organization in the  
textiles and garments industries before the transition

In the previous section, we have seen how industrial development in Macau was 
largely an effect of expanding trade conditions and opportunities, rather than its 
cause. In other words, the development of an industrial base in Macau departed 
from an initially advantageous trading position, rather than on other advantages, 
like labour or surplus production. 

One important contribution in this respect is by Feitor and Cremer (1991). 
These authors identified five major factors that have decisively contributed to in-
dustrial growth in Macau: a favourable geographic location (proximity to China 
and Hong Kong); a liberal economic system with limited government interven-
tion; favourable access to foreign markets; entrepreneurial talent and low labour 
costs (Feitor and Cremer 1991: 188-190). The weight or contribution of each factor 
has varied overtime. For example, the favourable geographic location of Macau is 
a natural given, but the political and economic effects of this condition have ac-
quired different meanings overtime. Macau’s favourable access to foreign markets 
has also depended on historical circumstances, though, as we have seen earlier in 
this chapter, it was as a decisive industrialization factor from the 1960s onwards. 
However, the other three factors outlined by Feitor and Cremer – low labour costs, 
low government intervention and entrepreneurial talent – can hardly be analysed 
separately; they are inextricably linked in the institutional patterns that characterize 
and organize the textiles and garments industries in Macau, blending old legacies 
of colonialism and business elitism with new political and economic trends. The 
aim of this section is to re-evaluate the development of the textiles and garments 
industries in Macau from a state-business relations perspective, which looks closer 
at the role of the government and the local business associations in these industries 
before the transition.

6.3.1. The organization of the textiles and garments industries

In Macau, the textiles and garments industries are characterized by the existence of 
a multitude of small firms (usually family-owned), engaged in activities that range 
from processing to exporting the products, and which have been set up mostly with 
migrant or foreign capital, from China and Hong Kong (cf. Cremer et al. 1991). 
These small enterprises do not really compete against each other, but rather form 
a ‘dual economy’, in which they complement and supplement the larger ones in a 
symbiosis that enables them collectively to confront and cope with the uncertainties 
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engendered by the unpredictability of export demand (Cremer 1991b: 2). The ‘dual 
economy’ argument can also be applied to the development of subcontracting rela-
tionships between Macau and Mainland firms in the textile and garments branch. 
The new industrial venues in the Mainland complement and supplement the Macau 
firms; in the same way these had earlier complemented Hong Kong industries. But 
contrary to the initial situation in which industrial capacity grew mostly based on 
Hong Kong’s investment, inter-firm linkages between Macau and the Mainland 
have produced a sharp decline in the territory’s industrial output, notably textiles 
and garments, while keeping export levels high. 

 From a state-business relations perspective, this situation can also be ex-
plained by the local patterns of economic and political interaction, which have cru-
cially shaped the development of these industries prior to the transition. These pat-
terns suggest that the textiles and garments’ industries have constituted ‘typically 
Chinese businesses’ and that their business operations have developed free from any 
major government involvement (cf. Cremer 1990, Sit 1990, Cremer et al 1991). 

Lending evidence to the first argument is a strong tendency shown by the 
individual companies of Macau to seek collective representation mechanisms, 
through membership in local Chinese economic associations. The Macau entrepre-
neurs have traditionally relied on these organizations to gather economic support to 
expand their individual businesses, to gather information and to develop business 
contacts in the Mainland and abroad. The path towards export-oriented industrial-
ization has required flexible and adaptable entrepreneurship and consequently the 
local business community became more diverse and organizationally more com-
plex. Backed by Hong Kong investment networks, since the 1960s the Macau entre-
preneurs searched for a more specialized collective representation, with the support 
of Macau’s major business association: the MCA. Two such examples are the MIA 
(Macau Industrial Association) and the MEIA (Macau Exporters and Importers As-
sociation), both created in the 1960s. Together, these associations have played a 
very important role in industrial organization and in local policy-making processes 
in Macau. They have managed to minimize the application of international rules 
concerning origin criteria, especially in the late 1970s and early 1980s when local 
industrialists started outsourcing their production activities in the Chinese Main-
land. They have been fundamental actors in the policy-making and policy-imple-
mentation processes by actively participating in Macau’s government bodies. 

The lack of government intervention and participation in Macau’s industrial 
development is particularly true concerning the expansion period of the textiles and 
industries in Macau, but as we have seen earlier on in this study, this was also part of 
a legacy of colonial ‘laissez-faire’, in which Chinese business affairs were outside 
of government reach. Though the setting up of businesses has depended more on 
family savings and personal connections, than on government policies, the colonial 
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infrastructure was a crucial factor in the development of these businesses, because 
it was the channel to get access to international markets. 

6.3.2. The role of the government in industrial development 

In the 1960s and early 1970s, the colonial government did not pay much attention 
to the local industrial sector, which remained largely an independent concern of 
Chinese businessmen, local or from Hong Kong. After 1976 – the year of Macau’s 
inclusion in the GSP system and the year of the implementation of the Organic 
Statute – the climate of uncertainty regarding the political future of Macau absorbed 
the attention of the Portuguese administrators. It was only in 1985, already with 
the transition in sight, that the Macau government established for the first time a 
legislative framework for industrial policy, in the form of fiscal benefits and fi-
nancial incentives to better achieve export diversification for Macau’s products.17 
These government-sponsored incentive schemes – such as tax cuts and loans for the 
construction and/or purchase of premises and/or new equipment – were little used, 
mainly because the majority of the Macau entrepreneurs was apathetic towards the 
government and usually relied on their own economic networks and associations for 
this kind of support (Cremer et al 1991: 205).18 

Throughout the transition period, the Portuguese administration nevertheless 
developed a significant role in representing the trade interests of Macau’s industri-
alists and exporters within international organizations. After 1987, the Portuguese 
administration made a significant effort to include Macau in these organizations, 
which further contributed to the increasing dependency of local textiles and gar-
ments industrialists on specific trade instruments to keep its export-oriented focus. 
By facilitating the access of the Macau producers and exporters to external markets, 
the government influenced to some extent the conditions under which the local en-
trepreneurs operated and interacted. This was so because it embraced the role of 
officially representing the Macau’s economic interests abroad in the negotiation of 
the trade agreements.

The private sector (through representatives of the main associations) par-
ticipated in the formulation of Macau’s trade policies through the Government’s 

17 See, for example, DL 49/85/M covering initiatives on investment promotion, industrial 
modernization and sectoral diversification; DL 95/85/M and DL 1/86/M, on general principles 
governing the role of administration in industry (substituted by DL 71/87/M).

18 A situation which still remains today, despite the change of administration and the facilitation 
in communication (Interview T.K.I. Macau, February 2004).
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Economic Services Advisory Board and through the Textiles Industry Advisory 
Board.19 These boards were composed of an equal number of representatives from 
the MCA, MIA and MEIA and from specialized governmental departments.20 The 
main objective of these boards was to co-ordinate policy objectives between gov-
ernment agencies and the private sector, and act as a platform for exchanging advice 
and information as well as for linking domestic industries’ representatives with for-
eign institutions. In 1994, the two advisory boards were replaced by the Economic 
Consultative Council, bringing together the Governor himself, the Secretary for 
Economy and Finance, sixteen senior government officials and sixteen individu-
als proposed by the MCA, MIA and the MEIA.21 The existence of these advisory 
boards on foreign trade policy, which notably excluded labour organizations and 
representatives, is indicative that in Macau policy implementation and legislation 
have conformed to the existing practices, which mainly consisted of low trade con-
trols and no government involvement in the local industries. One example of gov-
ernmental policy implemented in conformity with the existing practices is the 1991 
government decision to enforce policy instruments spelling out for the first time the 
rules of quota distribution.22 During the 1980s, the policy guidelines of the govern-
ment of Macau mentioned already the ‘necessity to develop and perfect quota al-
location rules’, but these were subject to the advisory board internal procedures and 
not to any specific legal mechanism.23 

The performance of the Portuguese administration in respect to internation-
al trade has been praised both by private entrepreneurs and current government 
officials alike. One entrepreneur affirmed categorically that ‘the Portuguese gov-
ernment was a key force in protecting and expanding Macau’s business interests 
abroad.’24 Another one recognized the importance of Macau’s accession to inter-
national organizations – especially the WTO – although he was of the opinion of 
the Portuguese as being ‘lousy businessmen, but good administrators that managed 
to secure a large share of export quota for Macau’s producers.’25 The praise of the 
previous government’s performance is proportional to the relative success of local 
business interests in influencing government policies so that they remained free 

19 LAGs 1982, p.31.
20 Interview with Jorge Rangel, Macau, February and March 2004.
21 Interview with Jorge Rangel, Macau, February and March 2004.
22 Legislation for Quota Allocation rules, by Governor’s Decision (D-40/GM/91 and D-59/

GM/94). 
23 LAGs 1984, p. 40; LAGs 1987, p.29. 
24 Interview with L.L., Macau, March 2004.
25 Interview with V.K., Macau, March 2004.
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from state intervention in the setting up and running of their industries, but still 
ensured the government’s protection of their interests abroad.

6.3.3. Institutions of industrial support and collective representation:  
the MIA and the MEIA

Members of the Macau Commercial Association established the Macau Industrial 
Association (MIA) and the Macau Exporters and Importers Association (MEIA) in 
the 1960s. The local industrial sector was growing, thanks to a fresh wave of Hong 
Kong investment, and the import/export sectors were becoming more diversified. 
The MIA and the MEIA were created to provide specific representation mechanisms 
for the Macau industrialists and entrepreneurs. They constitute institutional, semi-
public spaces offering opportunities to their members to enhance their business net-
works, simplify modes of economic operation and, for those who become leaders, 
to participate in Macau’s political institutions as advisors in policy decisions and 
the drafting of laws. 

These associations have pre-existed specialized government boards dealing 
with trade and industry issues, and because of their growing influence over the 
colonial government, they have also had considerable influence in the organization 
of the industrial and the export sectors in Macau. For example, they share a simi-
lar politico-economic function of uniting and collectively representing the Macau 
businessmen of these sectors, in applying for non-resident labour permits, guaran-
teeing export shares or providing support for offshore manufacturing activities – in 
exchange for assistance to individual members. 26

Both the MIA and the MEIA provide the highest representation mechanisms in 
the fields of industry, import and export trade. These associations are two of the largest 
business associations, with more specialized economic functions vis-à-vis the MCA 
and with substantial political influence. The MIA has a very comprehensive charter 
of objectives, activities, rights and duties, which include fighting for better treatment 
on textile quotas, organizing trade delegations abroad, assisting members in business 
ventures with Mainland China, participating in drafting laws and regulations, and to 
negotiate with the Government on permissions for outwork processing. Similarly, the 
MEIA has sought ‘to unite all import and export entrepreneurs in order to enhance 
Macau’s overall competitiveness’, while ‘constantly keeping an eye on government 
economic policies’, so that the interests of local exporters are protected. 27 

26 Charter of the Macau Industrial Association (http://www.madeinmacau.net/introduction/rules.html) 
27 www.macauexport.com/english/services.html
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The MIA and the MEIA have had a very important role in the development of 
local textiles and garments industries for two main reasons. The first one concerns 
the participation of these associations in government advisory boards and local po-
litical institutions, where they could directly influence government policy in indus-
try and trade, and indirectly influence the legislative process by nominating deputies 
to the Macau Legislative Assembly.28 The second reason concerns the way through 
which they have directly participated in the distribution of export quotas among the 
local entrepreneurs. While the role of the Portuguese administration was to negoti-
ate quotas with importing countries and territories, organizations like the MIA and 
MEIA were the effective auctioneers of export quotas, and whoever fell outside the 
scope of these organizations would have difficulties in securing export shares. 

6.3.4. The quota allocation process  
and the issue of compliance with international trade rules 

The quota system has been a determinant factor in the development of the textiles 
and garments industries in Macau. It provides the first example for how the pat-
terns of interaction between government and business in this industry perpetuated 
the economic and political power of the largest associations in the period during 
the transition, with no major benefits to these industries in Macau, and with major 
disadvantages for local labour interests. 

Basic trade-related legislation in Macau has minimum import and export trade 
controls, but since 1991, it is very specific on export quotas – quantitative trade 
restrictions negotiated in bilateral agreements – which in Macau are only applied 
to textiles and garments products.29 The MES (Macau’s Economic Services) is the 
official government body that holds and distributes export quotas to individual firms 
and exporters from Macau. In the case of textiles and garments under these restric-
tions, the local government required a proof of origin of the goods – origin certifi-
cates in conformity to GATT /WTO rules – as the general criteria to award export 
quotas.30 More specific criteria included the past performance of the individual 
firms,31 the kind of technology or investment used (modern technology meaning a 
better chance in obtaining quota), and the volume and value of the orders received 

28 For more on this point, see Chapter 3.
29 Decree-Law 50/80/M (revised several times and replaced by Decree-Law 7/03/M, regulating 

Macau’s external trade.
30 Legislation for Quota Allocation Rules, D-40/GM/91.
31 Which contrasts with Hong Kong’s open auction system.
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by the Macau firms (more orders also meaning a better chance for a quota). 32 The 
enterprises’ performance was evaluated by the MES, under supervision of the Con-
sultative Council.33 The system worked in the following way: every year in Janu-
ary, an initial quota was given to foreign trade operators, registered exporters and 
manufacturers alike, based on their previous year performance. Those who received 
the initial quota were expected to use at least 60 per cent of its volume before the 
end of August. If there were shortfalls, the rest of the quota would be re-allocated 
by the MES in September. The initial quota covered about four fifths of the total 
available quota and the remaining fifth was allocated in the form of incentives or 
additional quotas.34 

The quota was, in principle, not transferable, but there were a number of twists 
to Macau’s quota allocation system. It was usual practice for the established entre-
preneurs to sell or transfer their initial quotas to all kinds of companies (foreign 
trade operators, exporters and manufacturers) and the MCA and the MIA usually 
provided the ‘social’ platform where the transfers would occur. On their websites, 
they have a ‘membership-only’ web forum for quota exchange, and supply quota 
levels, lists of products, or deadlines – information which is also available at the 
government’s website. The conditions were negotiated directly between buyers and 
sellers, similar to a stock-exchange market, run by the MIA and MEIA: ‘the quota 
market in Macau is dominated by a very few companies: the largest and wealthiest 
distributors, who usually acquire all quotas before selling or leasing their use to the 
other producers.’35 Either on a temporary or on a permanent basis, the transfer of 
quotas had, in principle, to be registered in the Macau Economic Services. In cases 
of temporary transfers, the original quota owner remained entitled to retain the ‘past 
performance’ status in the following year’s allocation process. In the case of perma-
nent transfer, the new quota owner then replaced the operator. This system made it 
difficult for newcomers, who could only enter the market by buying the remaining 
initial quotas from other entrepreneurs or by applying for incentive quotas. 

As Macau’s well-established textiles and garments’ manufacturers and traders 
have benefited considerably from quota allocation mechanisms for their exports, 
they have also either shifted or subcontracted most of their production activities 
across the border. However, since Macau became a member of the GATT/WTO in 
1991, the usual business of subcontracting production in Mainland China has en-

32 Legislation for Quota Allocation Rules, D- 40/GM/91.
33 Interview with T.K.I., Macau, February 2002.
34 Incentive quotas were first introduced in 1991 and were conditional upon the company’s 

investment in new equipment and its export performance in the markets.
35 Interview with A.M., Macau, March 2002.
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dangered compliance with rules of origin established by the main importers – USA, 
Canada and the EU. In 1990, the USA threatened for the first time to terminate trade 
agreements with Macau alleging trans-shipment practices and infringement of ori-
gin rules. Trans-shipment occurs when the goods produced in any given country are 
transported to a third country or territory, which is neither subject to trade restric-
tions nor, in the case of export quotas, which does not make full use of them. The re-
sult of the dispute was a reduction of Macau’s export quotas and recommendations 
to the Macau government to intensify border controls, to sanction the companies 
by claiming back their quotas, and to cooperate with US Customs inspections of 
Macau’s manufacturing activities.36 In the following years, Macau frequently faced 
these kinds of accusations and the quota levels were subsequently reduced in 1996 
and in 1998.

In 1998, a report by the US Trade department revealed that in Macau there 
were several factories that could not prove they had produced anything, factories 
that declared production but they were not duly registered, ‘factories that changed 
name frequently and that used false origin certificates.’37 Facing the possibility of 
an American embargo against Macau’s textiles and garments’ exports, the Macau 
government was under American pressure to crack down on these factories, apply-
ing fines or shutting them down. The still Portuguese administration responded by 
claiming that the accusations were exaggerated and the result of a miscommuni-
cation. In Macau, there is no legal distinction between importers and distributors 
within the commercial operations category and Macau’s extremely liberal climate 
does not require commercial operators to have their accounts organized for fiscal in-
spections38. Later the same year, the Macau government agreed for the US Customs 
Department to conduct bi-annual inspections to the local factories.39 The result of 
these inspections was that, from the 126 factories producing garments, sixty-five 
passed the test.40 The others had to pay fines, or otherwise, shut down.

The Portuguese authorities had to face heavy criticism from the local Chinese 
press, claiming that the actions taken by the US Customs department were ‘pure 
politics’ and a means ‘to demonstrate to the local authorities that they were not in 
charge’.41 According to their viewpoint, before letting the Americans in, the Portu-
guese administration should have taken the initiative of supervising local factories: 

36 Trade Policy Review Macau, GATT/WTO 1994, p.28. 
37 Ponto Final, 20 March 1998.
38 Ponto Final, 26 March 98.
39 Ponto Final, 21 August1998.
40 Hoje Macau, 17 January 1999.
41 Va Kio, 5 August 1999.
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it was thus ‘a lesson that should be learned by the future MSAR authorities in order 
to avoid such situations from happening.’ 42

The US Customs Department’s interference was damaging for some of 
Macau’s textile and garments businesses. In an interview to a Macau newspaper, 
the owner of one of the ‘black-listed’ factories in the US report stated that for more 
than thirty years his firm had been exporting jeans to the US, and admitted that in 
the last fifteen years some of the products distributed by his firm had been produced 
in China.43 His explanation was that he could not gather enough people in Macau to 
produce for all the demand he had. He also complained that he had tried to obtain 
the government’s permission to contract non-resident workers but saw his request 
refused, leaving him no other option but to engage in ‘other’ practices to satisfy the 
importers’ demands.44 He asserted that it had not been profit which motivated him, 
but highlighted the fact that ‘if it is true that producing ten pairs of jeans in China 
costs MOP 50 and in Macau MOP 95, it is also true that a good part of the difference 
gets lost somewhere between the two places.’45 This example clearly shows that en-
trepreneurs who depend on quotas are very vulnerable to external factors, and that 
those who see their requests refused by the government, crucially depend on social 
and business networks to be able to continue export, or to find other distribution 
channels for their production. According to one entrepreneur of the garments sector 
interviewed in 2004: ‘You can smuggle anything into Macau (…) I’ve smuggled 
many times – which is not right, but I had to’.46 

The international trade climate has had a wide impact on the Macau textiles 
and garments entrepreneurs, because of their dependence on export quotas and their 
‘failure’ to comply with origin rules due to the wide use of subcontracting activities 
in Mainland China. The favourable social and political situation of Macau’s entre-
preneurial class has enabled them to cushion these negative effects. However, the 
impact of external factors, via the local business elites and their associations, has 
affected the Macau industrial workers even more. 

6.3.5. State-business relations and the issue of labour 

Throughout most of the twentieth-century, Chinese industrialists and Portuguese 

42 Va Kio, 5 August 1999.
43 Ponto Final, 17 September 1999.
44 Ponto Final, 17 September 1999.
45 Ponto Final, 17 September 1999.
46 Interview with V.K., Macau, March 2004. 
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colonial administrators alike have dissuaded any politically meaningful form of la-
bour organization in Macau, outside commercial guilds and associations. On the 
Portuguese side, during the period of the Estado Novo (1926-1974), any form of 
industrial labour organization was expeditiously suppressed in Portugal and its col-
onies. Industrial development was kept strategically small, so that the government 
could, in principle, control and suppress the spread of communist ideology or un-
ionisation attempts. For the Chinese entrepreneurs, the overall lack of labour legis-
lation and labour organization outside the firm or sectoral association was useful for 
Macau’s nascent industries, which had found a way to make use of a large pool of 
low and semi-skilled workers who had come to Macau from the Mainland to escape 
poverty and seek refuge. During the Japanese occupation and the Chinese Civil War 
of 1945-1949, Macau’s population is said to have risen to more than 400,000, add-
ing an estimate of 150,000 Chinese refugees to an existing population of 220,000, 
prior to the Japanese Occupation. 47 

 Industrial development was taking off in Macau, making use of an expand-
ing population. In 1950, the Macau Workers General Association was created with 
the support of the Chinese Communist Party, but because of the colonial circum-
stances of Macau, in which attempts to unionise meant trouble with both the busi-
nessmen and the Portuguese authorities, it remain unregistered until 1983.48 The 
Portuguese administration depended on local Chinese elites to run the local econo-
my, which explains why the Portuguese were traditionally sensitive to the needs of 
the industrial and commercial leaders. When the Portuguese designed the Organic 
Statute in 1976, they established the boundaries of a semi-democratic Macau, with 
no channels available, other than the traditional business association, through which 
workers could make their claims or express their demands. 

Contractual relations were for a long time an area ‘regulated by the market’, 
and moulded according to traditional business habits, which expressed disadvantag-
es for the workers (Sousa Santos 1998: 216). Until 1984, labour issues and disputes 
had been traditionally dealt with informally between the employer and employee, 
and in case of acute conflict, by a third party – usually the MIA. With no govern-
ment intervention or any public institutions to recur to, labour relations and disputes 
remained a private matter, usually solved to the employer’s advantage. 

Labour legislation was non-existent in Macau until 1984. As we have seen in 
Chapter 3, in 1984 universal suffrage was extended to all the territory’s residents. 
With these reforms, labour associations’ representatives gained a direct seat in Ma-
cau’s Legislative Assembly, acquiring thus a more substantial political role. The 

47 Macau during the Japanese Occupation, Museum of Macau, November 2001.
48 Interview Wu Chang, Macau, July 2004.
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first labour law to be implemented in Macau laid down the basic conditions to be 
observed in local labour relations.49 This law had an ‘experimental’ character and 
was valid for one year, at the end of which representatives of business and labour 
associations should further discuss the definitive terms of labour laws. For workers 
associations it became relatively easy to pressure a vulnerable and transitional gov-
ernment to develop more channels voicing local labour interests. 

The Labour Affairs Office was created in 1984 under the Economic Services 
Department. In 1987, a tripartite platform to solve and mediate labour issues (Con-
selho Permanente de Concertação Social) involved, for the first time, workers’ rep-
resentatives, together with representatives from the business community and the 
government. By participating in this Council, local workers’ associations were, for 
the first time, considered social partners in developing and coordinating policies. 
However, the creation of tripartite institutions (with government, business and la-
bour having an equal number of representatives) did not reach the expectations of 
labour representatives, who condemned the poor performance of the Portuguese 
administration in taking the initiative to legislate on sensitive issues such as the 
importation of workers and the lack of a minimum wage.50 

Regarding the importation of workers, in the absence of a legal framework 
regulating labour relations, it was through the MIA that those entrepreneurs applied 
for licenses to import workers for their industries. In Macau, entrepreneurs have 
usually believed that it is more efficient to hire temporary workers than actually 
follow residency permit requests (Sousa Santos 1998, Ferreira 1994, Chui 1994). 
In 1988, the government implemented a labour importation policy, which came not 
in the form of decree-law, but as a governmental decision. This decision is a good 
illustration of the social advantage and political influence of the local business as-
sociations because governmental decisions were not subject to the Legislative As-
sembly’s approval –nor to the scrutiny of labour representatives. The 1988 decision 
allowed companies to import foreign workers, in the event the local labour force 
would not be sufficient (in numbers and/or skills), to meet the employers needs. 
Unskilled labour should be recruited directly by the employer, who was also respon-
sible for the accommodation of the temporary workers and their repatriation, once 
the contract terminated.51 These policies did not specify the employment conditions 
for the imported workers, nor did it fix any minimum wage level, but gave official 
means to local entrepreneurs to hire cheaper labour from the Mainland and from 
other Asian countries, as ‘temporary non-resident workers’. Granting temporary, 

49 Decree-Law 101/84/M.
50 Interview Wu Chang, Macau, July 2004.
51 Decision 12/GM/88 and D- 49/GM/88.
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non-resident status to employed workers had allowed local firms to solve labour 
shortage problems quickly, but has also induced a tendency to avoid investing in the 
professional training of unskilled and semi-skilled labour segments in order to raise 
their productivity level (Chan 2000: 20-21). 

Rising unemployment, issues pertaining to legal and contractual differentia-
tions between resident and non-resident workers, and the situation of illegal work-
ers, pushed the government forward to legislate in an area which so far had almost 
exclusively served the entrepreneurs interests. In 1989, the government replaced the 
1984 decree-law by the Labour Relations Ordinance, and created the Labour and 
Employment Department (DSTE) which would replace the Labour Affairs Office as 
the official body to coordinate and implement Macau’s nascent labour legislation.52 
The 1989 Labour Relations Ordinance did specify basic employment conditions, 
but only for resident workers.53 It did not interfere in the wage determination pro-
cess – again up to the employer – simply because the government of Macau does not 
guarantee a minimum wage. In Macau, the entrepreneurs frequently resort to daily 
wages – as in the construction sector, or on a piece-rate basis – as in the textiles 
and garments industries. The focus of this legislation was on long-term working 
contracts and it therefore excluded workers that worked on daily or piece rates, and 
non-resident workers who fell outside this legal framework. For example, regard-
ing the right to a 48-hour weekend, this law stipulated that if the employee volun-
tarily works on the weekend, he or she should be entitled to double pay. Yet, it also 
distinguished ‘monthly workers’, who work on a monthly salary and to whom the 
double-income rule is applicable, from ‘weekly workers’ or temporary non-resident 
workers, who receive pay according to the quantity and/or quality produced. 

Throughout the 1990s, a number of social issues emerged in the political de-
bate, mainly denounced by local workers’ organizations such as the AGOM. In the 
context of growing trade disputes with importing countries, in 1990 the textiles and 
garment workers started to voice their protest against the closing down of factories, 
accusing the government of supporting the importation of non-resident workers that 
took jobs from the locals and directly contributed to rising industrial unemployment 
(Sousa Santos 1998: 213). At a crucial stage of the transition, government policy 
concerning labour did reflect a tendency to intervene and regulate, but in issues such 
as wages and labour importation it clearly favoured the businessman/employer side, 
and their private ways of dealing with workers. 

52 Decree-Law 24/89/M.
53 For example banning child labour, setting working time per day and per week, and prescribing 

paid maternity and annual leave (DL 24/89/M).
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6.4. Post-handover industrial restructuring:  
the regional integration of Macau’s textiles  
and garments industries 

After the transition, the decline of the textiles and garments sector has posed a 
major challenge for the government and entrepreneurs alike. The general business 
orientation of Macau’s textiles and garments entrepreneurs now follows the ‘go 
regional’ policy, in which further economic integration with Zhuhai is expected to 
help Macau’s manufacturing sector to adjust to new circumstances, with the pos-
sibility of further expanding into the Mainland.54 Yet, this requires a major political 
and economic effort by the government and by the local entrepreneurs. 

The textiles and garments entrepreneurs had in the past enjoyed and profited 
from preferential trade access to the US and EU markets, under the form of bilateral 
quota agreements, despite the decrease in local industrial output. This situation has 
changed with the liberalization of global textiles and garments in 2005, bringing an 
end to all these agreements. For Macau’s entrepreneurs, the end of the quota system 
calls for further market integration with China, not only to produce but also sell 
their products in China, a possibility that has been enabled by the CEPA agreements. 

 Macau’s long-lasting economic reliance on the textiles and garments indus-
tries to achieve and maintain export capacity, while making use of low-skilled labour 
both in Macau and in China, has not entirely disappeared. In 2000/2001, the textiles 
and garments industries continued to hold a significant position in the overall econ-
omy, employing around 20 per cent of the local workforce and holding a share of 85 
per cent in Macau’s exports.55 However, labour issues have climbed higher onto the 
new government’s agenda because lingering industrial unemployment complicates 
the ‘natural’ market integration of Macau’s textiles and garments businesses with 
Mainland counterparts.56 The new government is under pressure to proceed to the 
necessary legislative changes so that Macau’s domestic population comes first. 

6.4.1. The end of the quota system and its effects on local businesses

The PRC’s admission into the WTO in 2001 meant, among many things, that it 
became automatically part of the Agreement on Textiles and Clothing (ATC), thus 

54 LAGs, 2002, p.14.
55 Macau Industrial Survey, DSEC, 2001, p.22. 
56 Interview with Lee Peng Hong, Macau, April 2002.
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competing directly with Macau’s exports.57 With the liberalization of the global tex-
tiles and garments trade, the perception of local government officials and business-
men alike is that China’s presence in the WTO will be beneficial in creating more 
business opportunities for Macau entrepreneurs.58 The end of the quota system has 
thus precipitated a restructuring of the manufacturing sector, which should now 
have a stronger regional outlook to compensate for the loss of export shares.

However, according to an MSAR government official, the local entrepreneurs 
actually know very little of WTO issues: ‘they are indifferent to WTO agreements 
and hardly bother to ask for clarifications.’ This means that WTO policy in Macau is 
largely a matter for the government, and that to join these organizations is important 
and useful not so much in actual benefits for local businesses, but more ‘to learn 
what is out there, to learn about other development strategies and experiences that 
may be useful for Macau.’59 Still, according to the same official, Macau has no sig-
nificant position in the WTO alone, but in combination with China and Hong Kong, 
it can achieve a more pro-active role in this organization. Macau’s participation in 
global trade terms is less than one per cent, even the importance of the US and EU 
markets relied fully on quota agreements, which ceased to exist in 2005. Macau 
can still act autonomously in all economic issues, but it does not have any political 
weight in its international position or status against the interests of the PRC. For 
the Macau government, ‘the dismantling of the quota system is a relief; the trade 
disputes, quota allocations and control will soon be over and this will substantially 
unburden governmental functions.’60

The end of the quota system is also a relief for some local entrepreneurs, to 
whom international trade disputes have been a ‘headache’.61 One local entrepreneur 
is aware of the ‘price squeeze’ in the textiles and garments industries and admits 
it is difficult to control both the suppliers and the working conditions in Mainland 
factories.62 However, he believes that trade sanctions based on human rights and 
health and safety issues end up hurting only producers, never the retailers, because 

57 Every developed country faces a potential invasion of Chinese textiles and garments exports 
with the liberalization announced in the ATC. Therefore safeguard clauses have been included  
in the ATC that may be invoked in cases of import surges, providing for the possibility to re-
instate quotas. 

58 Interview with T.K.I. February 2002; E.Y. February 2004; V.K. March 2004 and L.L., March 2004.
59 Interview with T.K.I. February 2002 and February 2004.
60 Interview with T.K.I., February 2004.
61 Interview with L.L., March 2004.
62 By this he meant that, the consumption prices are relatively low but with high turnover of 

production, keeping thus the wages low in the production stage. 
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in this business the consumer just cares about two things: price and quality.63 After 
considering that both major brands and consumers, in America and Europe, are 
increasingly concerned with ‘sweatshop scandals’ – which may change consump-
tion patterns – he answered automatically: ‘here it is not an issue: we are only 
concerned with quality of the products and with just conditions for our workers and 
business partners.’64 Although this entrepreneur admits that the end of the quota 
system is going to have a major impact on local enterprises, he also says that even-
tual negative effects depend on what the companies are doing now, ‘because we 
have known for a long time that this would happen and we are prepared for it.’ 
His factory does not focus on ‘exclusively’ producing brand-name products alone, 
such as Guess, GAP and Levi’s. The premises have also been expanded into a raw-
material warehouse – material preparation, colours and assorted sizes – and distri-
bution centre, packaging and selling directly to the shops, ‘skipping the shipping 
guys’. In his opinion, the impact of the end of the quota system is actually a blessing 
in disguise for those like him who depended on export quotas, because the politi-
cal and economic climate is propitious to expand the garment business even more, 
by venturing to sell in Chinese markets. Another entrepreneur – though not in the 
garment trade – has suggested that many companies might decide to close down 
because of the end of the quota, but they will not entirely disappear: ‘there might 
only be fifty factories, instead of 150 or 300, but it is the survival of the fittest (….) 
This business will exclusively depend on what is going on in China, and you can be 
successful either by selling there or taking up jobs and factories in the Mainland to 
keep selling outside.’65

6.4.2. Industrial policies: The Macau-Zhuhai cross border industrial park 

The MSAR government has optimistically stressed that increased cooperation with 
Guangdong province will enable the relocation of Macau’s industrial workers and 
the diversification of its industrial base. The creation of a ‘Macau-Zhuhai cross-
border industrial park’ constitutes ‘hard evidence’ of post-handover economic co-
operation between Macau and the PRC. This industrial park is expected to stimulate 
local entrepreneurs and industrialists to upgrade manufacturing processes and, more 
importantly, to develop high technology manufactures. It constitutes an invitation 
to the local and regional business networks to further invest in industries – other 

63 Interview with L.L. Macau, March 2004.
64 Interview with L.L. Macau, March 2004.
65 Interview with E.Y. Macau, March 2004.
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than gambling, entertainment and tourism. This strategy falls into a clear regional-
oriented project, where full cooperation with Guangdong is, according to the new 
Government of Macau, the way to solve all of Macau’s economic problems. 

The MSAR government expects the park will provide an opportunity to diver-
sify Macau’s industrial base while keeping its economic and social stability.66 By 
directly supporting this initiative, the MSAR government promises to reduce local 
unemployment while giving an alternative solution for local entrepreneurs to enjoy 
lower labour costs. Since the MSAR government has decided to give priority to the 
local workforce, at least 20 per cent of the total workforce in this industrial district 
has to be from Macau.67 Local industries moving to the park will no longer need to 
resort to labour importation policies, but will still be able to hire a large number of 
Mainland workers, both low and high skilled.

Still essential in this strategy are the textiles and garments industries. Accord-
ing to a local government official, there is potential new investment in this sector 
if the local entrepreneurs look in directions other than the traditional export mar-
kets, namely China. As long as Macau can supply the conditions and the workforce, 
Canada and Japan are potential new investors; especially those entrepreneurs who 
want to try to sell their products in China.68 The construction of the industrial park 
lends evidence that, even with the CEPA, Macau continues to be very dependent on 
foreign investment to upgrade its export industries which, despite all diversification 
efforts, is still overwhelmingly concentrated in textiles and garments manufacturing. 

Although the CEPA is regarded as a good opportunity to diversify the indus-
try, the government also recognizes that the weak position of the local textiles and 
garments industries was taken into consideration in its design.69 The government’s 
‘advice’ in this respect is to diversify, not in terms of items but mainly in terms of 
quality products, so that the ‘made in Macau’ label continues to be used without 
being associated to irregular and opaque trade activities. 70 This constitutes an im-
portant matter, which has not yet been made entirely clear in regard to the industrial 
park: the issuing of certificates of origin for the goods produced there. Whatever 
the origin of the goods, it is an issue that demands legal clarification and increased 
cooperation between the governments of Macau and Zhuhai, which should prevent 
the ‘usual irregularities’ in the issuing of certificates of origin.71

66 LAGs 2003, p.34.
67 Interview with T.K.I., Macau, February 2004.
68 Interview with T.K.I., Macau, February 2004.
69 Interview with T.K.I., Macau, February 2004.
70 Interview with T.K.I, V.K., Macau, February-March 2004.
71 Interview with L.L., Macau, March 2004.
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For the local entrepreneurs, the Macau Zhuhai Trans-Border Industrial Park is a 
vital step towards the restructuring of the local manufacturing sector which, together 
with the CEPA conditions, brings more promising industrial prospects to Macau. One 
of the MIA’s directors, Ho Iat Seng, believes that for local textiles and garments busi-
nesses ‘to continue to be successful, the best option is to move their factories back 
into Macau, specifically to the industrial park.’72 This is because he believes that for 
industrial development to be successful in Macau, it will depend on factors such as in-
ternational brand names, quality certification, and added-value jobs. He also believes 
that Macau’s manufacturing industries still possess ‘global’ advantages, such as rents, 
salaries, transport and operational costs – higher than in the Mainland, but still cheap-
er than in Hong Kong. In his opinion, Macau has ‘a solid industrial foundation (…) 
with around 1,100 establishments holding manufacturing licenses’ which, if moved 
to the Park, will be able to cooperate with overseas brand-owners and secure market 
access in China. The Park constitutes, in the opinion of the MIA representative, ‘a 
unique opportunity for Macau to upgrade its textiles and garments industries which 
traditionally have had many contacts with international brand owners and are able to 
convince them to set up production facilities in the Park.’73 For example, with CEPA, 
domestic production of textiles and garments can be sold in China free of quota. This 
gives Macau’s producers and distributors the possibility to simultaneously sell ‘junk’ 
(fake items) and high-quality, fashionable goods – all in the same market – and to 
circumvent problems of cargo, freight and truck costs. With CEPA, China could eas-
ily become the number one export market for Macau’s textiles and garment products, 
rather than Europe or North America, but in order to make this happen, local entre-
preneurs must face a new challenge: since most of Macau’s factories already have 
premises in China, the logic of buying cheap fabric to sell in international markets 
does not apply anymore. For local entrepreneurs who wish to sell in China, the chal-
lenge is to be more competitive than their mainland counterparts, which can only be 
achieved by producing fashion labels and higher quality products.74 This means that 
they must diversify and upgrade their business operations into more value-added ac-
tivities, such as the development of brand names and retail chains, otherwise they will 
loose out also to their Mainland counterparts. In the particular case of the textiles and 
garments industries, and despite the climate of economic optimism, the CEPA might 
not bring that many advantages because the local entrepreneurs have little competi-
tiveness both in fashionable, high quality goods (vis-à-vis large, international brand 
names and retailers) and in lower quality goods (vis-à-vis Mainland brands). 

72 Macau Image, #39, IPIM, 2003, p.12.
73 Macau Image, #39, IPIM, 2003, p.12-13.
74 Interview with V.K., Macau, March 2004.
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6.4.3. ‘Locals first’: post-handover labour policies 

Since the handover, rising unemployment has been at the centre of a political de-
bate on the inadequacies of Macau’s labour legislation. The new government has 
also become more vulnerable to criticism from the assembly’s labour representa-
tives. One of these representatives – Kwan Tsui Hang – publicly declared that 
Mainland workers had their rights better protected than Macau’s workers.75 In 
2002, the government agreed to revise the existing labour laws and to develop ‘an 
adequate labour relations framework to the current circumstances of Macau.’76 
The draft of the new labour law included clauses concerning health and safety 
conditions in the workplace, as well as a scheme for unemployment benefits and 
professional training courses (co-organized with the local associations) for the un-
employed.77 

Shortly after the transition, the government decided to tackle the issue of 
non-resident workers. The Chief Executive himself acknowledged the need to in-
tervene more actively in this area: ‘in cases where there is employment without 
workers and workers without employment, the government shall take the adequate 
policy measures and will play a stronger role in coordinating workers and employ-
ers’ interests’.78 In 2001, a decision by the Chief Executive promulgated that in the 
event of the employer’s necessity to hire foreign workers, he should correspond-
ingly raise the number of resident workers employed in his firm, and for those 
possessing quotas to hire non-resident workers, to have them reduced within a 
period of three years.79 This policy spelled out more stringent rules and sanctions 
to be applied to local employers, regarding the hiring of workers with no valid 
identification, on tourist visas, or in transgression.80 With this policy measure, the 
government has dissuaded the local entrepreneurs to hire non-resident workers 
and also encouraged them to invest more substantially in improving labour skills 
and added-value production in their companies. Local businessmen have thus be-
come the subject of legal prosecution if they fail to comply with these rules, but 
in some industries such as construction projects, the government has left some 
room for manoeuvre to the entrepreneurs to still hire non-resident labour. Though 

75 Hoje Macau, 10 January 2002.
76 LAGs 2002, p.32.
77 LAGs 2003, p.15.
78 LAGs 2001, 16.
79 Decision D-14/CE/01.
80 For example, by extending the definition of illegal non-resident workers to the ones working 

for an entity different than the one which hired them. (D-14/CE/01).
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the MSAR government seems committed to tackle the complex issue of hiring 
non-resident workers, local entrepreneurs are not obliged to hire local workers, 
but are only recommended to do so. The government still promises to examine 
requests for the importation of labour more rigorously, and to provide incentives to 
entrepreneurs to hire local workers in all investment projects: public and private, 
foreign and domestic.81

According to the director of Macau’s Employment and Labour Department 
(DSTE), the effects of this policy decision brought immediate results. In 2001, the 
number of imported workers dropped to 26,113 individuals, from which 57 per 
cent were employed in manufacturing and industrial activities (Shuen 2001: 1187-
1204). The AGOM has expressed a different perspective: ‘it becomes difficult to 
accept the existence of 28,000 non-resident workers in Macau, while 14,000 resi-
dent workers remain unemployed.’82 The position of the DSTE is clear: to repatri-
ate non-resident workers will not solve the local unemployment problem because 
this is concentrated in the manufacturing activities and not in the construction sec-
tor, where most of the non-residents are employed (Shuen 2001: 1187-1204). 

The manufacturing sector – especially the textiles and garments branch – is 
not directly affected by policies on non-resident labour, but it still brings great 
concern to the MSAR authorities. The labour situation in the textiles and garments 
branch remains problematic because the maintenance of a few factories in Macau 
is not sufficient to absorb all unemployed and underemployed industrial workers. 
Since there are more textiles and garments workers than factories in Macau, those 
who cannot be guaranteed a permanent job are left with only a few possibilities: 
either they move to the Mainland, earning lower wages, or they remain unemployed 
in Macau. The draft of the new labour legislation includes the possibility to create 
unemployment benefits, but in the words of a local government official: ‘I see no 
need for the MSAR government to provide unemployment benefit schemes like 
the ones in Europe because they perpetuate laziness’. He believes that the MSAR 
Government should instead invest in education, ‘to increase subsidies to the exist-
ing schools and possibly have free education until University.’83 Only by investing 
in educational and higher-skilled training, will it be possible to raise labour produc-
tivity in Macau.84 

81 LAGs, 2001, p.18.
82 Interview with Wu, AGOM, Macau, July 2004.
83 Interview with T.K.I. Macau, February 2004.
84 Interview with T.K.I., Macau, February 2004.
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6.4.4. Quality instead of Quota:  
educational and training programmes for industrial workers

Given the companies’ traditional lack of interest in investing in protection and train-
ing of these workers, the MSAR government has emphasized the urgent need to 
upgrade the skills and productivity of manufacturing workers who remain difficult 
to absorb by the expanding, entertainment-based, services sector. 

Under the motto ‘local population first’, the MSAR government has decided 
to implement training and educational programmes for the unemployed.85 In this 
task, the government counts on the support of the Macau Centre for Productivity 
and Technology Transfer (CPTTM), a mixed public-private organization created 
during the transition, which has seen its tasks and responsibilities increase after 
the handover.86 The MSAR government has injected more financial means into the 
CPTTM and has appointed a Director-General, in charge of overseeing the applica-
tion of government funds and policies at the level of this organization. 

The upgrading of labour skills in the textiles and garments industries consti-
tutes one of the main tasks of the CPTTM, which counts on specialized departments 
to support the enterprises in this sector. Back in 1996, a group of local entrepreneurs 
established the ‘House of Apparel Technology’ under the auspices of the CPTTM, 
offering courses and information to the local entrepreneurs, to improve the qual-
ity of their confections, their merchandising practices, and their capacity for quick 
response to demands from international buyers and brands. In 1998, the CPTTM 
created the Textiles and Garments Support Unit, which was oriented towards im-
proving the skills of the workers in these industries. This unit now offers several 
professional educational programs for both workers and managers, such as pattern 
creation, quality control, and use of new technologies like computer-aided design. 
Low-skilled activities, such as sewing or cutting were not included, ‘because locals 
don’t want to learn that anymore.’87 The CPTTM has diversified into training cen-
tres in computer technology, language, and management skills to stimulate indus-
trial workers to upgrade their skills. 

These initiatives have been received with some criticism. A local L.A. deputy 
thinks that making unemployed industrial workers take computer and language 
courses is a waste of time and money: ‘everybody knows that this is a way of the 
government saving face – handing out benefits to workers who frequent courses 
every evening – this is throwing money away, the government is not a charitable 

85 Interview with T.K.I. Macau, February 2004.
86 For more on this organization, see Chapter 4.
87 Interview with V.K. Macau, March 2004.
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institution and I see no need for a fifty year-old woman who has sewn garments her 
entire life to attend computer courses.’88

The CPTTM’s director-general thinks differently: the educational programmes 
are not only designed for laid off factory workers, they have been designed to cap-
ture the interest of the younger generation in Macau’s traditional industries. Accord-
ing to the CPTTM’s director-general, not many local businessmen want to invest 
in manufacturing anymore, but outsiders do. New investors, mostly from China 
and Japan, are asking for space to rent and lease, and they are asking for people 
to employ in manufacturing, but the younger generation is not willing to do such 
jobs: ‘Blue-collar work has become frowned upon in Macau; nowadays, younger 
people prefer to engage in services, even if these are low-paid, rather than working 
in factories.’89 The courses have been designed to encourage blue-collar workers 
back into manufacturing in order to learn about the possibilities and opportunities 
to become a high-skilled generation of industrialists, ‘a generation of quality, rather 
than a generation of quota.’90

6.5. Conclusion

Macau’s textiles and garments industries have been almost exclusively controlled 
by local Chinese business elites, who had been the main protagonists of early export 
oriented industries, such as tea processing, silk, firecrackers and incense. Macau’s 
incipient industrial base remained unchanged until the early 1960s, when Hong 
Kong industrialists started to invest in the setting up of textiles and garments facto-
ries in the territory. At this point, export-oriented industrialization really took off in 
Macau, with the mushrooming of factories and local import and export firms, taking 
advantage of favourable trading conditions and low labour costs in the production 
and trade of textiles and garments. 

In Macau, the export-oriented production of textiles and garments was an ef-
fect of international trade expansion: at a first stage, these industries grew from the 
spill-over effects of Hong Kong’s industrial development; at a later stage, they con-
tinued to grow, not so much because of any cost or productive advantage, but rather 
due to the development of subcontracting networks and links in cheaper Mainland 

88 Interview with J.F. Macau, February 2004.
89 Interview with V.K., Macau, March 2004.
90 Interview with V.K., Macau, March 2004.
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locations. This process of industrial re-location to China caused a decline in Ma-
cau’s industrial output and a rise in manufacturing unemployment, but created a 
‘win-win’ situation for local textiles and garments entrepreneurs. On the one hand, 
the participation of Macau in international organizations and the maintenance of bi-
lateral trade agreements in textiles and garments enabled local entrepreneurs to con-
tinue enjoying preferential access to Western markets, vis-à-vis more competitive 
producers, and despite a real decline in industrial capacity and productivity. On the 
other hand, the geographic and cultural proximity to industrial locations in China 
enabled the Macau entrepreneurs to keep costs down and a high value in exports. 

State-business relations in the T&G sector before the transition:  
growing political influence of local business elites produces a pattern  
of governmental non-intervention in industrial development 

Up until the transition years, the Macau government cultivated a laissez-faire atti-
tude towards industrial development, within which the textiles and garments sector 
constituted no exception. The socio-political context under Portuguese colonialism 
was favourable for the local entrepreneurs, and their business associates from Hong 
Kong, to expand their business operations largely free from government interven-
tion, while making use of the territory’s trading links and free-port status. 

However, this situation changed in the course of the de-colonization process. 
In the mid-1970s, the inclusion of Macau in preferential trade agreements and in 
international organizations such as the GATT/WTO further stimulated the devel-
opment of local textiles and garments businesses, but it also conferred to the local 
government the capacity to represent Macau’s economic interests abroad. Through-
out the 1980s and 1990s, the textiles and garments entrepreneurs increasingly relied 
on preferential trade agreements to maintain and expand their business activities. It 
was thus vital for them to use the political weight of the local associations to influ-
ence the Portuguese administration in adopting policies which conformed to their 
economic interests. Since the early 1980s, this included the search for lower-cost 
production facilities across the border in order to maintain a high level of textiles 
and garments’ exports. 

Despite the government’s traditional non-interfering attitude towards Chinese 
businesses and businessmen in Macau, the existence of the export-quota system 
may have strengthened the local government’s role, especially in representating 
Macau’s interests in international organizations. Yet, the quota system did perpetu-
ate the government’s economic and political dependency on local business elites to 
implement industrial and labour policies. The lack of political and economic inter-
est in local labour by the Portuguese administration is reflected in the lack of ad-
equate labour laws and policies, much to the advantage of the local entrepreneurial 
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elites. During the transition period, the limitations and inadequacies of local labour 
legislation were the main catalyst behind growing demands for the protection of 
the local workers’ interests. Although the Portuguese administration did introduce 
a number of basic legislative changes, these were beneath the expectations of local 
labour organizations. The aggravation of local unemployment, the growing politi-
cal influence of the local workers associations, and increasing trade disputes with 
major importing countries did not bring any significant change to the pre-transition 
patterns of economic and political dependency on local entrepreneurial elites for the 
Portuguese to rule and run the territory until the handover. For the Portuguese ad-
ministration, to deal with a declining industrial sector was not a priority in the tran-
sition process, it was something to be dealt with by the new government. Macau’s 
leading business associations – the MCA, the MIA and the MEIA – had managed to 
successfully contain attempts of government intervention in industrial relations, yet 
the consequences of local industrial decline remained one of the biggest challenges 
to be addressed by the new government in the post-transition period. 

State-business relations in the T&G sector after the transition

The fact that the new government has assumed a more active role in implement-
ing economic policies that have a clear regional outlook has not brought on major 
losses for the entrepreneurs and their business associations, quite on the contrary. 
Government-sponsored industrial plans, like the construction of a trans-border 
industrial zone and the implementation of CEPA, seem to be exactly what local 
businessmen need to save, maintain and diversify their economic operations. 

Given the enormous political influence of Chinese entrepreneurship in Macau 
– top government officials are ex-businessmen and registered members of Macau’s 
leading business associations – local textiles and garments entrepreneurs have not 
been forgotten. They are presented with a number of fresh opportunities, such as the 
CEPA or the cross-border Industrial Park, to re-orient their businesses and adjust to 
the loss of export shares in global markets. The gradual loss of competitiveness of 
the producers and distributors in international markets is not regarded as a major 
problem, provided that favourable access to the PRC’s markets is granted to them 
via the CEPA. With the CEPA, the local entrepreneurs’ vulnerability and dependency 
towards global trade conditions in principle disappears. From this perspective, the 
end of the quota system regulating the exports of Macau’s textiles and garments 
is a positive development because it spares the government from bi-annual ‘head-
aches’ in distributing quotas and facing international scrutiny. Time and resources 
have been saved with the end of the quota system, which can now be used in more 
problematic areas, such as labour. As part of its newfound social responsibility, after 
the transition, the MSAR government has taken important measures regarding the 
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protection of local workers – such as new labour laws giving priority to local work-
ers, as well as educational and training policies. However, these measures are still 
far from solving the unemployment problem in what remains of Macau’s manufac-
turing sector.

Three major conclusions can be taken from this chapter. The first is that old 
politico-institutional patterns, such as Portuguese colonialism and the economic 
and political predominance of Chinese business associations, were determinant in 
Macau’s industrial development. The second conclusion is that economic region-
alization processes – the development of industrial linkages and business networks 
among Macau, Hong Kong and mainland China – began long before the transition, 
mostly in response to external factors, such as increasing restrictions in the global 
trade of the textiles and garments trade. The third and final conclusion is that the 
regionalization of business linkages in the Macau textiles and garments sector is 
illustrative of a particular institutional dynamism that existed both before and after 
the transition. From the case of the textiles and garments industries, it looks like the 
change in government and the change in industrial policy patterns were vital for 
these industries to survive under increasingly competitive circumstances. Macau’s 
specific politico-institutional context since the transition perpetuates a situation in 
which businessmen are compensated for their loss of global competitiveness, and 
in which labour interests remain powerless to influence industrial restructuring and 
regionalization processes.
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CHAPTER 7. 

Conclusions

‘It takes a major change so that everything can remain the way it was’
G. T. di Lampedusa, O Leopardo (1995:33)

7.1. Introduction

The transition process has placed Macau in a ‘special-region’ category within 
China. Macau has an inherent lack of natural resources, but it is endowed with a 
long colonial past and a modern gambling-based services economy. This unusual 
combination provides Macau with a distinct political and economic identity in the 
Chinese world. This has not prevented, but has instead stimulated more political 
and economic integration with Mainland China. More integration with China has 
particularly benefited well-established local business groups and associations. The 
transition has indeed brought a major change in Macau, but it has occurred in such 
a way that the interests and institutions of a long-established local business elite 
would not be damaged. Instead, they have reinforced and extended their political 
power in Macau and in the Mainland.

 This study has concentrated on the patterns of state-business relations in Ma-
cau, which have enabled and facilitated its transition from colony to Chinese Spe-
cial (administrative) Region. This has produced three main findings:

3) There is a pattern of close-knit relations between government and busi-
ness institutions; 

4) This pattern is stable and ensures institutional continuity, in which a small 
business elite dominates politics and economic decision-making before 
and after the transition; 

5) Macau’s close pattern of state-business relations has a regional dimension 
as well because it stimulates correlated processes of regional economic 
integration and regional political differentiation.
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The overall claim of this thesis is that state-business relations – the interactions 
among political and economic actors – below the nation-state level, are better un-
derstood from a long-term and regional perspective. It thus provides a contrast to 
studies claiming that patterns of capitalist organization are uniform across China, 
or that they are distinctively Chinese as opposed to the West. Instead, this study is 
much in line with arguments that allow for institutional variation in capitalist pat-
terns, but not solely among countries. This kind of institutional variation can also 
occur within countries, especially large ones like China. 

7.2. The characteristics of State-Business Relations in Macau

In Macau, the cultivation of ties with the government is a widely used strategy to 
achieve business success and social prestige. These ties have two central objec-
tives: the first one is to obtain and maintain legal and material guarantees from the 
government to set up, develop and expand their businesses. The second objective 
is to acquire an influential social position by exchanging favours with the state. 
The cultivation of ties with the government in order to achieve goals like these is a 
fundamental characteristic of local state-business relations because they allow local 
entrepreneurs to simultaneously protect their economic interests and ascend to the 
local business elite. 

The business elites have dominated local politics in the last four decades. 
Since 2000 some of the most successful entrepreneurs and association leaders per-
form now executive tasks in the post-transition government. This is a new develop-
ment in local state-business relations because the government has become the space 
for successful businessmen to advance and cement their collective political and 
social prestige, not only inside but also outside Macau. 

7.2.1. Cultivation of ties with government as business strategy

Patterns of business organization are not uniform in Macau, but they are as oriented 
to developing ties with government officials as to accumulating capital and profit. 
The two industries analysed in this thesis show that entrepreneurs in both cases have 
achieved business success and privileged social positions by maintaining a close 
relationship with the government. 

In the case of the gambling industry, this close relationship started when the 
local government awarded a monopoly license to one company – STDM/SJM. This 
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company had an exclusive role in exploiting the casino business in exchange for an 
annual tax, and had the freedom to organize, run and control the sector according 
to its best interest. In the course of four decades, a close partnership between the 
colonial government and the gambling monopolist emerged, through which this 
company became the government’s most important financier. As we have seen in 
Chapter 5, whenever the Macau government (colonial or post-colonial) needed to 
increase its budget, it turned to the gambling sector by re-negotiating the licensing 
contract. This is indicative of a legacy of governmental dependency on gambling 
revenues for public expenditure. The post-transition government has made a bold 
move by increasing the number of licenses and thus strongly contributing to the 
transformation of the Macau gambling monopoly into an oligopoly of three parent-
companies – including the previous monopolist and two US companies with vast 
experience in the sector.

The textiles and garments’ sector has a different kind of business organization, 
but has equally nurtured a close partnership with the government. In this case, the 
business associations have been the most common channel for textiles and gar-
ments’ entrepreneurs to seek protection of their business interests. In this case, the 
necessity for a close partnership with the government is explained by the fact that 
Macau has very limited land and labour resources. Export-oriented industrializa-
tion in Macau was instead stimulated by global trade conditions. However, in order 
to enjoy preferential treatment in the T&G international trade, local entrepreneurs 
have depended on the government to negotiate quota agreements with importing 
countries. In this respect, business associations – representing networks of small 
firms colluding to get access to international markets – have played a crucial role in 
structuring the industrial sector in general, and the textiles and garments sub-sector. 
The process of export quota distribution is illustrative of how association leaders 
have controlled and managed industrial development in Macau, by benefiting firms 
which were association members, but still allowing for new and smaller firms to 
participate by buying remaining or additional quota from the larger enterprises. 

This case is indicative of how business associations have managed for a long 
time to keep the export-oriented sector largely free from any kind of governmen-
tal control by maintaining close ties with the government itself. Even when the 
late colonial government acquired a more interventionist role after 1976, almost all 
regulations that were implemented up until the transition clearly benefited Macau’s 
entrepreneurs. Examples of these are the maintenance of a low tax environment, 
subsidies for export diversification, no obligation for firms to keep records, or no 
labour legislation until the late 1980s. It was in this period that labour issues became 
more politicized and both government and business associations had to recognize 
labour interests as separated from the entrepreneurs’ interests. Still the entrepre-
neurs retained an upper hand, as illustrated by the government’s labour importa-



REGIONAL INTEGRATION AND DIFFERENTIATION IN A GLOBALIZING CHINA

– 246 –

tion policies allowing local firms to hire cheap, temporary labour from the Chinese 
Mainland or to resort to subcontracting activities across the border. 

The most successful entrepreneurs, both in gambling and in the textiles and 
garments’ industries, remain close to the post-transition government to continue 
to shape policy decisions and policy outcomes. This government-business partner-
ship is still crucial to assure favourable policies and regulations for entrepreneurs 
in both cases. However, there is also a hierarchy in building up close relations with 
the government. Entrepreneurs have to climb up an institutional ladder in order to 
ensure that they will be heard and eventually consulted. They climb up the ladder 
by becoming members of an association, then by preferably becoming leaders of the 
same association, or by even becoming founding members of a new one. Being part 
of an association brings them the opportunity to develop the “right” connections 
with the government, bringing them opportunities ranging from offering bribes at 
the customs-post to directly influencing and shaping policy decisions in top political 
institutions. Business success and social prestige thus depend on the cultivation of 
ties with government officials, but the reverse is also true in Macau, especially when 
one looks at the gambling industry. In this case, the previous monopoly structure of 
the industry and the government’s vital financial dependency on this sector means 
that any successful money-making entrepreneur in the gambling oligopoly can be 
called upon to advise the government, become a deputy to the local assembly – like 
David Chow, or even a member of the PRC’s National Assembly – like Stanley Ho. 
The close relationship between government and business is not only a guarantee of 
entrepreneurial success, but it is also a strong indication that political stability large-
ly depends on the business community’s support of public institutions in Macau. 

7.2.2. Cultivation of ties as political strategy 

Since the transition, policy changes such as the new gambling regulations or indus-
trial strategies that anticipate the end of the quota agreements indicate that leading 
businessmen have not only maintained, but have actually increased the level of in-
fluence over government decisions. Besides being association members or leaders, 
the most successful and influential entrepreneurs in the two cases are now either 
government officials or political deputies. They now constitute a class of local busi-
nesscrats, bred in the associative tradition, and invested with the authority to decide 
and carry out the policies of the post-transition government.1

1 Back in the 1980s, some predicted that Beijing bureaucrats would take the place of the 
Portuguese administrators after 1999, unless the Portuguese pushed for more democratization 
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In the gambling industry, new regulations clearly express what has been the 
practice in the sector for five decades, much to the discontent of the new investors. 
The political influence of local gambling entrepreneurs like Stanley Ho and David 
Chow is still incredibly strong. David Chow – one of Stanley Ho’s long-standing 
partners – has been elected deputy by universal suffrage: his current political role 
as legislator adds to his position as one of Stanley Ho’s main subcontractors. The 
fact that he was elected by universal suffrage, and not by nomination or indirect suf-
frage, demonstrates that he is very popular, alongside being rich and having “con-
nections”. He is a paradigmatic case of what political leadership has become in 
Macau: the capacity to shape political outcomes depends to a large extent on the 
capacity to make money.

The case of the textiles and garments industries also provides some examples 
in this regard. Associations like the MCA, the MIA and the MEIA maintain their 
power to elect political representatives in the local assembly (mostly through in-
direct suffrage) and to nominate advisors to the government. Moreover, leaders of 
mixed government-business organizations such as the CPTTM or the IPIM anal-
ysed in Chapter 4, are all members of associations such as the MCA or MIA. The 
association remains the preferred vehicle for textiles and garments’ entrepreneurs 
to achieve a high degree of political influence. Through these associations, some 
of them have the possibility to participate actively in designing and implementing 
industrial and economic policies that suit their business interests. 

The Macau entrepreneurs have brought their associative traditions into the 
running of public institutions: corporate leadership and social capital have become 
organic elements of the government. They have put the colonial shell into a new 
use: without changing the semi-authoritarian, partially democratic political struc-
ture, local government institutions have become the place to be, in order to advance 
and cement individual and collective prestige. In this regard, local associations have 
lost ground as a platform to make connections and gain prestige in Mainland China. 
Their activities are now circumscribed to Macau, because the local government 
is now the direct representative of Macau’s economic interests in the Mainland. 
Nevertheless business associations will remain very important in the years to come. 
As a local deputy has described: ‘ Nobody here really cares about creating political 
parties (…) we are used to create associations, not to oppose or go against the rule 

of Macau’s political institutions (like the Legislative assembly). Instead, the process of 
localization described in Chapter 4 created this juxtaposed identity: the businessman-
bureaucrat. Their goal is to ‘regionalize’ the local economy through strategies of integration 
and cooperation with Mainland China, and simultaneously protect and promote Macau’s 
businesses in China. See below in 7.4.
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of government; what we do is to represent the interests of the ruled ones in the best 
possible way and to help the government to do a better job’. This statement is quite 
telling about the source of political power in Macau; not from grass-roots or popular 
support, but rather from the support of business elites. Politics remains a domain 
reserved to successful businessmen, especially to those few that have over time 
cultivated political connections with the PRC. This restricted group of local busi-
nesscrats – businessmen-bureaucrats or entrepreneurs turned politicians – merge 
government and business into one.

7.2.3. Where does this pattern fit? 

The close pattern of state-business relations found in Macau is much in line with 
claims that close connections between the state and a small group of economic 
actors is a recurrent feature in the political economies of East and Southeast Asia 
(cf. Kang 2002, Pemple 1999, Ross-Schneider 1998). For example, Pemple (1999) 
argues that corruption and cronyism were at the root of the Asian financial crisis of 
1997/1998, while Kang (2002: 3) makes the opposite claim, by stating that in some 
East and Southeast Asian economies, a certain mix of corruption and cronyism can 
actually stimulate economic growth in some cases. 2 

The relationship between businessmen and the politically powerful varies 
from place to place. In South Korea and Taiwan, for example, former govern-
ment officials have staffed major business associations, which reinforced ‘public-
private networks’ and facilitated flows of information and capital, determinant in 
these countries’ course of development (Ross Schneider 1998: 112). In Macau, the 
reverse seems to have happened: business associations’ leaders have staffed the 
local government, especially after the transition. Closer state-business relations 
in cases like South Korea, the Phillipines, China or even Macau can be easily 
understood as bordering what in the West is understood as mild corruption. An 
example of such corruption would include the taking out of government officials 
for dinner and treating them well so that entrepreneurs can have the desired permit 
or contract (cf. Zhang 2001, Kang 2002). Even if symptomatic of cronyism and 
corruption, in Macau close state-business relations provide for a balance of power 
between a stable set of government institutions and relatively small business elites, 
which makes long-term agreements and investments more “efficient” and which 

2 Both authors use the term “crony capitalism” and “money politics” to generally define close 
state-business relations, specifically in Southeast Asian countries affected by the Asian Crisis 
of 1997/98.
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enriches those few that collude together in processes of economic development and 
restructuring. 

Studies about China, in which culture is a central explanatory factor of close 
government-business relations, provide fertile grounds for explaining development 
in this region as a contrasting case to the Western capitalist economies (c.f. Weiden-
baum and Hughes 1994, Wank 1996, Goodman 1997, Kwong and Lee 2000). Since 
culture changes very slowly, the linkages between state and business are usually 
analysed a-historically and generalized within a broad, national-level, institutional 
perspective. 

Approaches like these are useful but still insufficient to understand current 
political and economic patterns in Macau. The analysis of two distinct economic 
sectors shows a pattern of close-knitted relations between government and business. 
This finding fits with the claim that such relations are a prevalent feature of East and 
Southeast Asian economies (cf. Yoshiara 1988, Ross-Schneider 1998, Kang 2002). 
However, in Macau, this feature is particularly strong due to the long-term stability 
of local institutions. These institutions not only sustain strong linkages between the 
state and the economy at the local level, but have also been pivotal in developing 
strong ties between economic and government actors across the border, specifi-
cally in Mainland China. In order to fully understand Macau’s present situation, this 
thesis thus adopted a long-term, regional perspective to explain how Macau’s pat-
tern of close state-business interaction developed overtime, and to identify the main 
causes and consequences of its existence. Macau’s distinctive institutional patterns 
have shaped particular organizing practices and strategies. As such, they have a 
history of their own and do not fit into nation-based narratives and explanations of 
state-business relations. 

7.3. The long-term perspective: institutional continuity in 
state-business relations

This study shows how a small group of entrepreneurs have nurtured a close relation-
ship with the government, individually or collectively, through consultation roles, 
deputy roles and licensing contracts. Since the transition, some of these entrepre-
neurs became part of the government: a small group of businesscrats that juxtapose 
their business profile onto executive functions in government institutions. 

As illustrated by the two cases, state-business relations are similar across Ma-
cau’s industries because they flow from unique historical and social circumstances 
and because they are embedded in the same institutional context. They are also 
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similar across time periods due to the stability of two key institutions in Macau: the 
government and the business associations. The conclusion is that there is continu-
ity in Macau’s state-business relations and similarities across sectors because those 
institutions have been stable overtime. The application of a long-term perspective 
thus not only reveals that old patterns of political and economic interaction matter 
to understand the present situation but also that it is precisely a stable institutional 
context that has enabled local business(men) to keep close to the government and 
continuously influence and shape political and economic outcomes.

 7.3.1. The colonial legacy 

Throughout the centuries, the occupation and colonization of Macau by the Portu-
guese rested upon the maintenance of good, non-hostile relations with the Chinese, 
inside and outside Macau’s borders. Between the 1560’s and 1840’s the Portuguese 
carried out official relations with the Chinese imperial authorities, including the 
appointment of a permanent imperial representative in Macau. In the following pe-
riod (1840’s-1976), Portuguese colonialism gradually became dependent on Chi-
nese business elites to maintain vital and non-hostile relations with the Mainland. 
Between 1976 and 1999, Portuguese administrators ruled Macau in cooperation 
with local business elites. This phase corresponds to the de-colonization period, in 
which the Portuguese government lead major political and economic transforma-
tions, but only to the extent that it managed to gather support from the local busi-
ness community. It is also at this stage that the Portuguese transformed the colonial 
administrative apparatus into a more modern, albeit transitional, semi-authoritarian 
regime, still with the Governor at the top, aided by a council of representatives and 
by a legislative assembly.3 

The colonial legacy of an authoritarian executive and the partially-democrat-
ic nature of the assembly have proven to be a good match to the interests of the 
business elites, and a successful formula to guarantee political and economic sta-
bility during the transition phase. Since the transition, the maintenance of institu-
tions such as the local legislative assembly and a “nominated” head of government 
perpetuate the oligarchic nature of the political system. The assembly still lacks 
effective legislative powers in comparison with the Executive cabinet’s policy ini-
tiatives, thus functioning more as an auxiliary body, because the triangular system 

3 As seen in Chapter 3, only one third of the seats in the legislative assembly were elected by 
universal suffrage. The other two thirds of deputies were elected by indirect suffrage (elected 
among the associations) and by direct nomination. 
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of representation prevents a majority of votes against the proposals of the executive 
government. 

The substitution of Portuguese bureaucrats for local businesscrats did not 
come to alter the nature of the political system after the transition; it simply placed 
business elites in top-government positions. In this way, political power remained 
concentrated in the hands of a few: in the government, in the associations and in 
the key economic sectors. These few are now the legitimate representatives of the 
Chinese state in Macau, wherein political legitimacy and institutional autonomy 
vis-à-vis the central government is acquired by delegation, just like their Portuguese 
predecessors in regard to Portugal. The difference is that the new government of-
ficials have ‘earned’ a place in the central government in Beijing. This effort, as we 
shall see in the following section, is not solely a consequence of the reforms of the 
last decades, but spans further back in history.

7.3.2. Dominance of Chinese institutions 

Successful businessmen and their associations dominate politics in Macau. There, 
business associations are powerful institutions because they have transformed con-
tingent business relations into durable social-political organizations (cf. Bourdieu 
1986). They are not politically neutral for two reasons. The first one is that they 
have consistently been the most common vehicle for social and political mobilisa-
tion over time. The second reason is that some of these associations have filled the 
institutional void in the Macau-China relationship under Portuguese colonialism for 
more than 100 years.

The political dominance of the Macau business associations fits well with the 
claim that Chinese business networks are deeply rooted in local institutions (Ham-
ilton 1996). Business associations are an important source of social capital for local 
entrepreneurs because they are aimed at increasing both the material welfare and the 
social prestige of their members, especially their leaders. The question is whether 
the Macau business associations belong to an ideal-typical form of business orga-
nization that makes Chinese enterprises succeed wherever they operate. They do 
present cultural traits usually attributed to a Chinese type of social and economic 
organization. Such traits include the emphasis on the group’s interest (family, asso-
ciation, nation) rather than on the individual interests; a culture of seniority in lead-
ership; a material and moral sense of duty towards past and future generations in the 
group; and the concept of ‘face’ on the personal relations level. All of these make up 
the dominant values in local business organization (cf. Wong 1996, Redding 1996). 

Likewise, Chinese culture is still reflected in the values espoused by local busi-
ness elites. This is in itself not surprising because these elites emerged from several 
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migratory waves from China over the centuries. Today, 98 percent of Macau’s popu-
lation is Chinese, but ‘ethnicity’ itself is not a pre-condition to seek and acquire polit-
ical influence. However, the right combination of birthplace, family name, and most 
importantly membership or leadership in relevant associations does help achieve a 
relevant position in the government. Association membership implies acceptance 
and observance of particular ethical codes and traditions. These are simultaneously 
a symbol and an instrument in the pursuit of business success. Belonging to the most 
prestigious associations grants businessmen with an important social credential and 
the possibility to enlarge and cement one’s ‘connections’. This is not a goal in itself, 
but a strategic ingredient of any business or political career. This is why there is so 
much variety in the Macau associations: they are not only a means to make business 
and contacts, but they are also a means to gain political visibility and social respect, 
to be heard and to be consulted. In short, these associations are a stepping stone to 
ascend to a business elite group and a key channel to access the state, because who-
ever controls these associations has guaranteed access to the government.

A case in point is the Macau Commercial Association (MCA). Perhaps more 
than any other institution in the territory, this association reflects a political and 
economic conservatism in which the senior leaders are highly respected, they are 
always heard, and their opinions will always be taken into consideration by the 
government until they disappear. As stated by several members of this organiza-
tion, from just a glance at its leadership, one can see that this organization works 
through very slow and gradual changes, usually marked by some sort of genera-
tional replacement. The MCA’s most notorious leaders, Ma Man Kei, Stanley Ho 
and Peter Pan are all over eighty, and except Hong Kong-born Ho, were all born in 
Guangdong province. This group of individuals not only has dominated Macau’s 
political and economic life but has also developed channels of influence within the 
PRC’s top political circles for more than 50 years, mostly aided by their millionaire 
careers (and pockets). Their replacements will be another important transition for 
Macau; the big issue here being that of who will succeed them in the running of the 
business, in leading associations and on the political stage.

 For most of their history, local business associations filled in the institutional 
void, connecting the society to the colonial government and connecting the colonial 
government to China. Changing political contexts in China have always produced a 
considerable impact on the territory’s economy, business community and sometimes 
even the colonial government. The leaders of the business associations have had an 
historical role in the economic and social life of the territory, but they were usually 
individuals who cultivated some sort of relationship with the Mainland (from Sun 
Yat Sen and Ho Yin, to Fu Tak Yam and Stanley Ho). They were the bridge in a 
sometimes uneasy relationship between Portuguese colonialism and the PRC, and 
they have a demonstrated capacity to quickly adapt and profit from adverse circum-
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stances; depending on who was in power in China, they easily adjusted to new ide-
ologies in order to protect their interests. By controlling most of the capital and pro-
duction means in the territory, local business leaders firmly established their power 
and prestige in the course of the de-colonization process, not only in Macau but in 
China as well. As Macau has become an integral part of China, they are no longer 
needed to mediate political and economic relations between Macau and the Main-
land. This generation of the association leaders who emerged in the 1940s, 1950s and 
1960s will soon disappear and be replaced not only by their ‘heirs’,4 but also by other 
economic and political leaders. Thus, the succession of leadership in the MCA or in 
Stanley Ho’s gambling consortium will likely flow “from fathers to sons”. 

This class of businesscrats has benefited enormously from the whole transi-
tion process, mostly because of Macau’s particular institutional patterns, including 
the semi-democratic, semi-authoritarian political set-up. In the current institutional 
context, businessmen turned into government officials tend now to enjoy more po-
litical and economic power, yet the associative tradition is to remain in Macau. New 
economic challenges and social demands also drive the need to create new associa-
tions, placing new leaders into the picture. While, so far, they all cooperate with the 
establishment, any eventual resistance or opposition to the political status quo will 
most likely originate within the associative realm.

7.4. The process of regional integration  
and differentiation of Macau in China 

State-business relations are context-bound and in Macau they present distinct char-
acteristics because of the negotiated nature and stability of local institutions. One 
such characteristic is the need to maintain some ongoing relations with political 
authorities and economic actors in China. Acting as economic brokers on the mar-
gins of both the colonial and the central government, the Macau business elites have 
been the genuine intermediary between local-level and national-level politics, and 
between Macau and China. Family ties and connections in the Mainland – espe-
cially in the adjacent region of Guangdong – have provided additional social capital 
to profit from cross-border relations according to their own political and economic 

4 Such as Edmund Ho, MSAR Chief Executive and son of Ho Yin, or Pansy Ho, daughter of 
Stanley Ho, who will most likely inherit her father’s position in the gambling/entertainment 
consortium SJM-MGM.
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agendas. Lead by those successful entrepreneurs that are now part of the govern-
ment, the Macau business elites are re-inventing themselves as active players in 
regional and national-level politics: they are Macau’s political representatives in 
China and the PRC’s political representatives in Macau.

Changes occurring in China have always found their way into Macau through 
migratory waves, investment flows, or simply through basic structural dependency 
on Guangdong for potable water, energy and food. Throughout Macau’s history, 
cross-border exchanges and informal relations with the Mainland have kept the ter-
ritory’s economy alive. This has created a situation of economic dependency on 
the Mainland, which over time has had a considerable impact on the evolution of 
Macau’s state-business relations. 

In order to grasp how past and present changes in China impact Macau, a 
regional perspective was required for this research. Regardless of the scale of the 
region in question – city-region, province, ‘growth triangle”, natural and artificial – 
the “view from the Region” (cf. Goodman 1997) is very important when it comes to 
economic development across China.5 Theoretical reliance on nation-wide studies 
tends to underscore the importance of regional differentiation in shaping develop-
ment processes at the micro level. Therefore, in order to understand how Macau is 
presently linked up to the Mainland, a regional perspective was used to explain how 
local state-business relations have re-fashioned a legacy of economic dependency 
into closer cooperation and integration agreements with the PRC. 

7.4.1. Regional Integration and Regional Differentiation

Since the transition, institutional continuity in state-business relations is not solely 
a local-level phenomenon; it has an important regional dimension as well. Rela-
tions of dependency are being transformed into relations of cooperation and used 
to obtain more partnerships across the border. More integration with the Mainland 
has actually strengthened Macau’s position as a political and economic system in 
its own right. This contradicts previous studies alerting Macau’s eventual dissolu-
tion into China, unless it succeeded in becoming a second Hong Kong: a modern 

5 Goodman for example has claimed that the “view from the provinces” is important to estab-
lish what the actual results of reform are, and how these results vary from province to prov-
ince (1997: 2). Economic reforms in China were bound to affect each province differently due 
to factors like geographic location, natural and human resources. The combination of region-
specific factors with the implementation of reform policies at the local level were determinant 
to the development of comparative advantages on a provincial, regional and municipal level. 
(cf. Hendrischke, on Guangxi; Feng and Goodman on Hainan; and Forster on Zhejiang, 1997). 
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services’ platform into China and the wider East and Southeast Asian regions (cf. 
Pinho 1991, N. António 1996, Ieong and Siu 1997) Arguments like these have been 
notoriously a-historical and thus have tended to ignore that regional economic in-
tegration processes are not new to Macau. They, in fact, precede the transition by 
decades, if not by centuries. 

The close pattern of state-business relations has thus produced two co-related 
processes that currently position Macau in the PRC: one of regional economic in-
tegration and one of regional political differentiation. As far as the findings in this 
study show, regional integration and differentiation are not contradictory, but corre-
lated processes. Regarding regional economic integration, post-transition economic 
standards and policies are fully congruent with mega-projects of economic coopera-
tion and integration among cities, provinces and special regions throughout Main-
land China. In this sense, the definition and implementation of economic policies to-
wards increased market integration and cooperation with Mainland China is a direct 
result of the change in government after the transition. In order to stimulate growth 
in Macau’s key economic sectors (gambling and the export oriented industries) lo-
cal policy-makers have actively sought further for possibilities of market expansion 
in the Mainland – through the implementation of CEPA – and have used the magnet 
effect of the gambling industry to attract more investment and tourism into Macau. 

More market integration between Macau and China does not dissolve the po-
litical significance of the ex-colony; it is rather accompanied by regional political 
differentiation in order to be carried out successfully. The inclusion of Macau’s 
representatives in central-level decision-making bodies has to fulfil one basic prem-
ise; that they accept Macau’s constitutional status as a PRC territory. Nevertheless, 
this process of constitutional inclusion further strengthens Macau’s position as an 
autonomous system for two main reasons. One is the financial autonomy of Ma-
cau’s government vis-à-vis the central government or other provincial governments, 
which arguably gives it large room for manoeuvre in deciding and implementing a 
wide range of policies at the local level. The second reason is the large influence 
and participation that local business elites have exerted overtime in both local and 
national politics. In the long-run Macau’s political autonomy as a Chinese special 
region will depend on the capacity of local businesses to succeed in the new situ-
ation, in itself contingent upon the type of relations the local government sustains 
with regional and central governments in China.

7.4.2. Regional economic integration: the two cases revisited

Macau’s core industries are very sensitive to social and economic changes in the 
Mainland. Over the last three decades, the opening of China to foreign trade and 
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investment has had a major impact on Macau’s economy. The climate of economic 
reform in China was propitious to the strengthening of the economic links between 
Macau and Guangdong, mostly in the form of two-way investment flows (from 
Macau companies in the Mainland and vice-versa). 

The low level of government interference in the organization patterns of the 
two sectors analysed in this study has enabled the monopoly company and the in-
dustrial associations to develop similar, quasi-informal business networks in China. 
For the textile and garments industries, this was done by using subcontractors across 
the border. For the gambling industries, this was done by letting “subcontractors” 
in: junkets, organized crime groups and, since the transition, international compa-
nies, some of which came as subcontractors of the former monopolist. Thus, since 
the transition, there are two opposite developments in these industries. In gambling, 
investment is coming in which attracts increasing numbers of visitors from China. 
In the export-oriented sector, investment is going out towards gaining a foothold in 
the Mainland’s expanding consumer markets.

Export-oriented Textiles and Garments

The trajectory of the export-oriented industries is revealing of how economic in-
tegration with China started before the transition, propelled by domestic industrial 
decline, increasing global competition and lower-cost business opportunities across 
the border in the Mainland. Since the transition, these industries exhibit an explicit 
regional and national outlook, which entirely replaces the global strategies of the 
local export-oriented sector. Textiles and garments entrepreneurs have thus turned 
to the new government in order to profit from lower production costs across the 
border, to escape global competition and to expand in the Mainland’s consumer 
markets. 

The process leading to the implementation of CEPA (see below) “saved”, to a 
large extent, the export-oriented sector from extinction by opening a door for local 
firms to sell in the Chinese market before other foreign companies could come in. 
Since the textiles and garments sub-sector has for a long time been integrated in re-
gional networks of production, distribution and trade, even without CEPA it would 
probably still maintain those links, although with reduced chances to compete both 
in the Mainland and in global markets without preferential treatment. The specific 
situation of these industries in Macau leads us to the conclusion that regional eco-
nomic integration is not only a question of economic rationality and efficiency; 
otherwise, these industries would have stopped operating a long time ago. The in-
tegration of these industries in the Mainland has a strong political logic as well, as 
demonstrated by the entrepreneurs’ strong influence over the government to assure 
that they would not run out of business in the face of increased competition. As seen 
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in Chapter 6, export quota allocation mechanisms and labour importation policies 
are a clear indication of how the sustainability of this sector was dependent on this 
type of influence. In addition to that, in order to guarantee business licenses and 
partnerships across the border, the Macau entrepreneurs also had to rely on local 
associations to establish the necessary connections with Mainland government of-
ficials. The difference now is that in order to continue and expand their businesses in 
the Mainland, they must rely on regional government policies to ward off the nega-
tive impact on production and employment caused by the end of the quota agree-
ments, and to assure a non-discriminatory treatment of their businesses in China.

Gambling Industry

This industry is geographically confined to Macau. There is no other place in the 
PRC (including Hong Kong) where the economic exploitation of gambling activi-
ties is endorsed by the government. Gambling is Macau’s greatest comparative ad-
vantage in relation to other Chinese regions and provinces, and the local govern-
ment’s primary source of revenue. The existence of a mature gambling economy in 
Macau is arguably what makes this territory exceptional in the wider region – it is a 
Chinese Las Vegas, and its gross casino income has already surpassed larger casino-
cities in the US. Following the transition from monopoly to licensed oligopoly, the 
numbers of visitors from the Mainland skyrocketed. In this respect, regional coop-
eration has worked by allowing and facilitating the issuing of individual visas for 
all the Mainland’s tourists. The regulatory role performed by the local government 
has actively contributed to the restructuring of the gambling industry. Yet, all these 
efforts would not be sufficient without a “going regional” policy which, in this case, 
simply means attracting an increasing number of tourists, in cooperation with gov-
ernment authorities in the Mainland.

7.4.3. Combining integration with differentiation:  
the Closer Economic Partnership Agreement (CEPA)

CEPA is an illustrative case of how current processes of regional integration and dif-
ferentiation originate from long-term economic dependency patterns. Regarding its 
actual content, the CEPA liberalizes trade, investment and the provision of services 
between Macau and China. The agreement brings considerable advantages and op-
portunities to the Macau entrepreneurs, while the reverse (Mainland entrepreneurs 
coming into Macau) was already taking place since the 1980’s (and from a longer 
perspective, for more than one century). With CEPA, Macau’s weak position in 
the global economy is supposed to be compensated by a strong economic position 
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in Southern China. Especially in the case of the export-oriented industries, CEPA 
brings a way out of problems of global competition and a way into the prized Chi-
nese consumer market before other competitors come in.

CEPA thus marks the transition from a situation of economic dependency on 
the Mainland to a situation of economic reciprocity between politically differenti-
ated regions within the same nation-state. CEPA is a stepping stone in Macau’s 
process of regional integration because it offers the possibility to expand local busi-
nesses in China under favourable conditions, and before others do. As stated by 
a local government official, this agreement is a ‘gift to Macau from the central 
government’. In fact, it more aptly represents a gift to the local entrepreneurial elite 
because other groups like labour (organized or not), or foreign enterprises do not 
particularly gain with this agreement. 

CEPA strengthens a sense of regional identity within Macau’s close-knit state-
business relations. In so far as the Chinese central government facilitates a ‘rational’ 
process of market integration among regions and provinces, local business elites have 
earned a place in the national picture with a political and economic system of their 
own. Political leadership is constituted in the business realm, and the result is that 
local business elites (businesscrats or not) remain the genuine intermediate level me-
diating the sometimes conflicting demands of national-level and local-level politics. 

7.5. Conclusion

By dealing with one single region – Macau – this study has given a long-term ac-
count of the regional scope of its capitalist transformation, and its implications for 
processes of political differentiation and economic integration that currently occur 
at the sub-national level. Macau’s pattern of close state-business relations should 
not be viewed as simply indicative of the existence of a Chinese, East Asian or sim-
ply crony type of capitalism. Because of the regional scope of these relations, the 
Macau case is a good, albeit extreme example, of how state-business relations are 
shaped by specific institutional contexts and their capability to shape economic and 
political outcomes across the region. In this case, the close pattern of state-business 
relations not only explains capitalist development at the regional level, but it is also 
revealing of how over time some regions become congruent and autonomous polit-
ical-economic units in their own right. This conclusion bears implications for ongo-
ing debates on the causes and effects of capitalist expansion in modern-day China. 

In the debate on how institutions shape capitalist development, my conclusion 
is that in large countries, institutional variation among certain regions and cities 
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does not jeopardize the existence of a central government; it reinforces it through 
a combination of rational economic practices with ritual (or predictable) political 
behaviour overtime. This thesis has shown that institutions do shape political and 
economic behaviour, but they must be analysed in a long-term, historical perspec-
tive. In Macau, the existence of close ties among entrepreneurs, local government 
officials and party cadres is symptomatic of the central role played by local institu-
tions in gluing political and economic interest over time. A deeper understanding 
of processes and mechanisms that determine national patterns can only arise from 
long-term, smaller-scale insights (cf. Goodman 1997). By focusing on Macau, this 
thesis proposes that the proliferation of institutional ties between entrepreneurs and 
party or government officials occurs across regions and cities, but such phenomena 
may vary from region to region and city to city, depending on the specific features 
of each location. 

 This thesis also contributes to debates on whether Asian business success is 
determined by culture, by the state, by management practices or by a combination of 
the three. The case of Macau shows that the combination of stable institutions with 
a specific business culture has given a competitive edge to government-business 
relations, in relation to other similar regions and cities (cf. Biggart 1997: 103, Ham-
ilton 1996). For example, in South Korea state-business relations were dominated 
by a strong state which determined central (national) policies supporting business 
concentration through the chaebol model. In the case of Japan, the state acted more 
like a mediator and coordinator of intermediate powers between state and firms - 
the zaibatsu. And in Taiwan, where despite the existence of a (semi) authoritarian 
government, economic development emerged out of virtually free trade conditions 
(cf. Orrù 1991; Biggart, Orrù and Hamilton 1997).

Organizational structures are determined by context; firms and institutions 
must be studied in the long term, because there is no inevitable developmental se-
quence to follow. We can thus add Macau to this list, as a case where state-business 
relations are dominated by strong business elites, that overtime have become ‘the 
state’ in a rich and autonomous region of China. This process of politicization of 
economic groups was enabled by its own brand of strong and stable institutions – 
the associations – intermediating and articulating political and economic interests 
in Macau and abroad. 
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Summary in English

Macau is a small, busy city of 480 thousand people, located in the southern Chinese 
province of Guangdong, scarcely 65 km from Hong Kong across the Pearl River 
delta. The transition from colonial to post-colonial territory in 1999 led to its po-
litical ‘return’ to China as a Special Administrative Region (SAR) of the People’s 
Republic of China. With the change in political status, Macau has become part of a 
cluster of Chinese cities that respond in like ways to global economic challenges be-
cause their respective local governments have achieved a wide degree of autonomy 
from the central government to devise and implement economic policies, attracting 
foreign investment and stimulating the development of private entrepreneurship. 
With its reputation of global casino-city, Macau is the only region in China where 
casino-gambling is sanctioned by the state. In the last decade, the combination of 
its political status as Chinese (SAR) with an Asian ‘Las Vegas’ economic image has 
stimulated more political and economic integration with Mainland China, and also 
sustained Macau’s capacity to operate relatively independently of its nation-state 
context. 

This study concerns the organization and institutions of modern capitalism 
in post colonial Macau and situates the most recent political and economic trends 
in a long-term perspective. It uses the case of Macau to understand the develop-
ment of political and economic relations between China and the ‘world’, as well as 
the local-level economic and political patterns that shape capitalist development in 
present-day China. The main thesis is that patterns of capitalist organization are not 
uniform across China because they are shaped by the economic and institutional 
characteristics of each region, province or city. Institutional variation in patterns 
of capitalist organization in large nation states and regional economic blocs does 
not necessarily jeopardize the existence of a centralized government. The case of 
Macau shows how centralized political governance is reinforced by the stability 
and economic success of the institutions that articulate and mediate political and 
economic interest in Macau and abroad – the local business associations and the 
post-transition government. 

The existence of close-knit relations between government and business in-
dicates the long-term stability of Macau’s institutions. These institutions not only 
sustain strong linkages between the state and the economy at the local level, but 
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have also been pivotal in developing strong ties between economic and government 
actors across the border, specifically in Mainland China. Seen from an historical 
perspective, the reasons to maintain political and economic relations with China 
are of a pragmatic nature: Macau is too small and barren to be economically self-
sufficient and relies on the Mainland for fresh water, food and energy supplies. At 
the same time, political and social change occurring in China has always found its 
way into Macau. As such, Macau’s political survival and economic success has 
virtually depended on the capacity to manage economic dependency on China and 
sustain its status safe and profitable haven.

After the transition, fundamental changes such as the implementation of the 
Macau-China Closer Economic Partnership Agreement (CEPA) and the partial 
liberalization of the gaming industry have infused a new dynamism in the local 
economy. The result is a shift towards more economic integration with the Chinese 
Mainland, turning a situation of dependency into reciprocity with the adjacent re-
gion. In this process, local entrepreneurs have managed to protect and expand their 
business interests beyond Macau’s borders with a clear support from the post-tran-
sition government. 

The cultivation of ties with the government is a widely used strategy to achieve 
business success and social prestige. These ties have usually two objectives: the first 
one is to obtain and maintain legal and material guarantees from the government to 
set up, develop and expand their businesses, i.e., cultivation of ties as business strat-
egy. The second objective is to acquire an influential social position by exchanging 
favours with the state; cultivation of ties thus serves as political strategy. In short, 
this cultivation of ties with the government has allowed the Macau entrepreneurs to 
protect their economic interests and ascend to the local business elite. Since 2000 
some of the most successful entrepreneurs and association leaders have come to 
perform now executive tasks in the post-transition government. This is a new devel-
opment in local state-business relations: the government has become the space for 
successful businessmen to advance and cement their collective political and social 
prestige in Macau and abroad. To support this argument, this study compares two 
economic sectors that have played a fundamental role in transforming Macau’s eco-
nomic structure during the transition process: the gaming industry and the textiles 
and garments’ industries. The comparison of two economic sectors that differ sub-
stantially from each other – in terms of core activities, patterns of business organiza-
tion, links to external economies, spatial dispersion and concentration – shows that 
in both cases economic actors use similar strategies to influence the government and 
similar means to acquire power and social prestige. This similarity in state-business 
relations in both cases indicates that the institutional ties that allow entrepreneurs in 
the two industries to expand their businesses in China (albeit in very different ways) 
are an historical legacy, which the transition has only reinforced. 
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The transition has brought change, but that change has occurred in such a way 
that the interests and institutions of a long-established business elite have not been 
damaged. Instead, it has used the transition to reinforce and extend their political 
power both in Macau and on the Mainland. Well-established business groups and 
politically influential associations have benefited from more political and economic 
integration with the Chinese Mainland. In both sectors, entrepreneurs have had to 
conform to, and work in, a colonial situation in order to develop and expand. And 
in both cases, a small group of entrepreneurs has nurtured a close relationship with 
the government, individually or collectively. After the transition, some of these en-
trepreneurs even became part of the government: a small group of businesscrats that 
juxtapose their business profile onto executive functions in government institutions. 

In short, this study shows that state-business relations are similar across 
Macau’s industries because they spring from unique historical and social circum-
stances and because they are embedded in the same institutional context. They 
have remained despite the large shifts in political and economic terms due to the 
stability of two key institutions in Macau: the government and the business as-
sociations. The application of a long-term, regional, state-business perspective re-
veals that old patterns of political and economic interaction matter to understand 
the present situation. It has shown that it is precisely a stable institutional context 
that has enabled local business(men) to remain close to the government and con-
tinuously influence and shape political and economic outcomes. The combina-
tion of stable institutions with a specific business and political culture has turned 
Macau into a case where politics are dominated by powerful business elites, that 
in the course of time have become ‘the state’ in a rich and autonomous region of 
China. 
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Summary in Dutch

Macau is een kleine, drukke stad met 480.000 inwoners in Guandong, een provin-
cie in het zuiden van China. De stad ligt slechts 65 kilometer van Hongkong aan de 
overkant van de Pearl River Delta. De overgang van koloniaal naar postkoloniaal 
gebied in 1999 leidde tot de politieke ‘terugkeer’ van Macau naar China als speci-
ale bestuurlijke regio (SBR) van de Volksrepubliek China. Met de verandering in 
politieke status werd Macau deel van een cluster van Chinese steden die op over-
eenkomstige wijze reageren op mondiale economische uitdagingen. Het lokale 
bestuur in deze steden heeft veel ruimte om economisch beleid te ontwikkelen en 
uit te voeren; het trekt buitenlandse investeringen aan en stimuleert de ontwik-
keling van privaat ondernemerschap. Macau heeft een wereldwijde reputatie als 
casinostad en is de enige regio in China waar gokken in casino’s is toegestaan. 
Macau’s politieke status als Chinese SBR en zijn economische status als het Las 
Vegas van Azië hebben in de laatste tien jaar Macau’s politieke en economische 
integratie met het Chinese vasteland bevorderd. Macau heeft echter ook zijn re-
latieve autonomie en bewegingsvrijheid ten opzichte van de natiestaat behouden. 

Deze studie richt zich op de organisatie en instituties van het moderne ka-
pitalisme in postkoloniaal Macau en plaatst de meest recente politieke en eco-
nomische trends in een langetermijnperspectief. Het gebruikt de Macau-casus 
om zowel de ontwikkeling van politieke en economische relaties tussen China 
en de ‘wereld’ te begrijpen, als de lokale economische en politieke vormen van 
kapitalistische ontwikkeling in hedendaags China. De voornaamste these is dat 
kapitalistische organisatie binnen China verschillende vormen aanneemt onder 
invloed van de specifieke economische en institutionele kenmerken van elke re-
gio, provincie of stad. Het bestaan van institutionele variatie in kapitalistische 
organisatievormen in grote natiestaten of economische blokken hoeft geen bedrei-
ging te vormen voor het bestaan van een centrale overheid. De Macau-casus laat 
zien dat het gecentraliseerde politiek bestuur versterkt wordt door de stabiliteit en 
het economische succes van instituties die politieke en economische belangen in 
Macau en daarbuiten bij elkaar brengen – de lokale ondernemersorganisaties en 
de posttransitie-overheid. 

Het bestaan van hechte relaties tussen overheid en bedrijfsleven geeft een 
indicatie van de stabiliteit van Macau’s instituties op de lange termijn. Deze insti-
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tuties houden niet alleen hechte relaties tussen de staat en de economie op lokaal 
niveau in stand, maar spelen ook een cruciale rol in de ontwikkeling van sterke 
banden tussen economische en bestuurlijke actoren over de grens, met name op 
het Chinese vasteland. Vanuit historisch perspectief zijn de redenen voor het be-
houd van politieke en economische relaties met het Chinese vasteland vooral van 
pragmatische aard: Macau is te klein en onvruchtbaar om economisch zelfvoor-
zienend te zijn en is voor de toevoer van vers water, voedsel en energie afhankelijk 
van het vasteland. Bovendien hebben politieke en sociale veranderingen in China 
altijd hun weg gevonden naar Macau. Macau’s politieke overleven en economi-
sche succes hangt in belangrijke mate af van zowel het in goede banen leiden van 
de economische afhankelijkheid van China, als het behoud van Macau’s status als 
veilige en lucratieve haven. 

Na de transitie hebben fundamentele veranderingen zoals de implementatie 
van de Macau-China Closer Economic Partnerschip Agreement (CEPA) en de 
gedeeltelijke liberalisering van de kansspelindustrie gezorgd voor nieuwe dyna-
miek in de lokale economie. Dit heeft geresulteerd in sterkere economische inte-
gratie met het Chinese vasteland, waardoor de relatie met de naburige regio een 
meer wederkerig karakter heeft gekregen. Tegen de achtergrond van deze veran-
deringen hebben lokale entrepreneurs met hulp van de posttransitie-overheid hun 
grensoverstijgende bedrijfsbelangen weten te beschermen en uit te bouwen.

Het cultiveren van relaties met de overheid is een beproefde manier om za-
kelijk succes en sociaal prestige te verwerven. Deze relaties hebben twee doelen: 
ten eerste het verkrijgen en behouden van juridische en materiële overheidsgaran-
ties voor het oprichten, ontwikkelen en uitbreiden van ondernemingen, of wel het 
cultiveren van relaties als zakelijke strategie. Het tweede doel is het verkrijgen 
van invloedrijke sociale posities door het uitwisselen van gunsten met de staat; 
het cultiveren van relaties dient dan als politieke strategie. Het cultiveren van 
relaties met de overheid stelde entrepreneurs in Macau in staat om hun belangen 
te beschermen en toe te treden tot de lokale zakelijke elite. Sinds 2000 zijn een 
aantal van de meest succesvolle entrepreneurs en leiders van ondernemersorgani-
saties uitvoerende functies gaan vervullen in de posttransitie-overheid. Dit is een 
nieuwe ontwikkeling binnen de lokale relaties tussen staat en bedrijfsleven; voor 
succesvolle ondernemers is de overheid een belangrijk middel geworden om hun 
collectieve politieke en sociale prestige in Macau en daarbuiten te bevorderen en 
bestendigen. 

Ter onderbouwing van deze stelling vergelijkt deze studie twee economi-
sche sectoren die een fundamentele rol hebben gespeeld in de transformatie van 
Macau’s economische structuur tijdens de transitieperiode: de kansspelindustrie 
en de textiel- en kledingindustrie. Deze twee sectoren verschillen substantieel 
van elkaar qua kernactiviteiten, vormen van bedrijfsorganisatie, links met externe 



economieën en ruimtelijke spreiding en concentratie. Een vergelijking laat zien 
dat economische actoren in beide sectoren overeenkomstige strategieën gebrui-
ken om de overheid te beïnvloeden en macht en sociaal prestige te verwerven. Dat 
strategieën in deze zeer verschillende sectoren overeenkomen wijst op het belang 
van de historisch bepaalde institutionele context. Deze institutionele erfenis is 
door de transitie alleen maar versterkt. 

De transitie heeft verandering teweeg gebracht, maar dat proces heeft de 
belangen en instituties van de gevestigde zakelijke elite niet geschaad. Deze elite 
heeft de transitie juist gebruikt om haar politieke macht in Macau en op het vaste-
land te versterken en uit te breiden. Gevestigde zakelijke elites en politiek invloed-
rijke verenigingen hebben geprofiteerd van de sterkere politieke en economische 
integratie met het Chinese vasteland. In beide sectoren moesten ondernemers zich 
aanpassen aan en werken binnen een koloniale situatie om zich te ontwikkelen en 
hun activiteiten verder uit te breiden. En in beide gevallen heeft een kleine groep 
entrepreneurs, hetzij individueel, hetzij collectief, een hechte band opgebouwd 
met de overheid. Na de transitieperiode is een aantal van deze entrepreneurs zelfs 
toegetreden tot de overheid. Er is een kleine groep businesscrats ontstaan die zijn 
zakelijke profiel vertaalt in bestuurlijke functies in overheidsinstituties.

Deze studie laat kortom zien dat relaties tussen de staat en het bedrijfsleven 
in verschillende sectoren van Macau’s industrie overeenkomsten vertonen omdat 
ze voortkomen uit dezelfde unieke historische en sociale omstandigheden en om-
dat ze ingebed zijn in dezelfde institutionele context. Ofschoon er zich grote ver-
anderingen op politiek en economisch gebied hebben voorgedaan, zijn de relaties 
tussen de staat en het bedrijfsleven nagenoeg ongewijzigd gebleven dankzij de 
stabiliteit van twee sleutelinstituties in Macau: de overheid en de ondernemers-
organisaties. Het hier gehanteerde regionale langetermijnperspectief laat zien in 
welke mate relaties tussen de staat en het bedrijfsleven beïnvloed worden door 
oude vormen van politieke en economische interacties. Het toont aan dat het juist 
de stabiliteit van de institutionele context is die het lokale ondernemers mogelijk 
maakte om hechte relaties met de overheid te ontwikkelen en continu invloed uit 
te oefenen op politiek en economisch gebied. De combinatie van stabiele institu-
ties met Macau’s specifieke zakelijke en politieke cultuur heeft er toe geleid dat 
de Macau’s politiek gedomineerd wordt door machtige zakelijke elites die in de 
loop van de tijd deel uit zijn gaan maken van de staat in deze rijke, autonome regio 
van China.
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