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The “2020 Index of Economic Freedom”
published by The Heritage Foundation ranked
the economy of Macao as the 35th freest in
the world out of 180 economies, higher than
Belgium (48th), Portugal (56th), Spain (58th),
France (64th) and Italy (74th). Being recog-
nized as a “Mostly Free” economy by the Index
twelve year in a row, Macao’s economic freedom
score decreased by 0.7 point to 70.3, and ranked
9th out of the 42 economies in the Asia-Pacific
region, after Singapore, Hong Kong, New Zea-
land, Australia, Taiwan, Malaysia, South Korea
and Japan.

Macaos economic resilience, stable
monetary system, favourable business environ-
ment and openness to global commerce contin-
ue to be recognized by the Index.

Among the 12 factors covered by the
Index, Macao scored over 80 points in the
“Government Spending” (89.8), “Fiscal Health”
(99.9), “Trade Freedom” (90) and “Investment
Freedom” (85). Out of these 12 factors, Macao
scored worst in “Government Integrity” (33.5)
and “Labor Freedom” (50).
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About the Index of Economic Freedom
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Macao's economic freedom score
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The Index of Economic Freedom estab-
lished by the Heritage Foundation in 1995 evalu-
ates government policies and economic conditions
in 180 economies annually. Countries are graded
and ranked on 12 measures of economic freedom
that evaluate the “Rule Of Law” (“Property Rights”,
“Judicial Effectiveness” and “Government Integri-
ty”), “Government Size” (“Tax Burden”, “Govern-
ment Spending” and “Fiscal Health”), “Regulatory
Efficiency” (“Business Freedom”, “Labor Freedom”
and “Monetary Freedom”) and “Openness of Mar-
kets” (“Trade Freedom”, “Investment Freedom” and
“Financial Freedom”). In addition to their own
methodology, the Index also relies on the sources
from World Trade Organisation, World Economic
Forum, World Bank, International Monetary Fund,
Organisation for Economic Co-operation and De-
velopment Data, Office of the U.S. Trade Represen-
tative, Economist Intelligence Unit, etc. Economies
are designated into five categories: “Free” (100 to
80), “Mostly Free” (79.8 to 70), “Moderately Free”
(69.9 to 60), “Mostly Unfree” (59.9 to 50) and Re-
pressed (49.9 or below) based on the overall score.

According to the Index, the 2020 global av-
erage economic freedom score is 61.6. Of the 180
economies ranked in the Index, only 6 are consid-
ered “Free” and they are Singapore, Hong Kong,
New Zealand, Switzerland, Australia and Ireland
according to the rankings, 31 economies are rated
“Moderately free” (including Macao), 62 are rated
“Mostly Unfree” and 19 are rated “Repressed”.
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Macao’s scores in the 12 Economic Freedom Indicators
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Out of the 12 indicators being used to mea-
sure the economic freedoms of each economy, Ma-
cao scored over 80 points in 4 of them, of which Ma-
cao achieved 99.9 points in “Fiscal Health” (-0.1), 90
points in “Trade Freedom”, 89.8 points in “Govern-
ment spending” (-0.6) and 85 points in “Investment
Freedom” Macao scored worst in “Government In-
tegrity” (33.5) out of the 12 indicators, while scores
for “Labor Freedom” and “Business Freedom” were
only 50 and 60 respectively.

Macao made a largest decline in the score for
“Monetary Freedom”, which dropped by 6.5 points
to 70 points, followed by “Tax Burden”, down by 2.1
points to 75 points. Of all the 12 indicators, Macao
only achieved a modest growth of 0.3 points in the
score for “Government Integrity”, which remained
the lowest score of 33.5 points.

Below are some preliminary analysis on Ma-
cao’s scores and ranking in the “2020 Index of Eco-
nomic Freedom”:

PR 1EE
Aspects Indicators

BAEERE Property Rights 60.0 60.0
Ne =tV AN
— BUGE8{E Government Integrity 335 33.2
Rule of Law

S);EREE Judicial Effectiveness 60.0 60.0

EFS3ZH Government Spending 89.8 90.4
BRI RRAR . FRFZEE Tax Burden 75.0 77.1
Government Size

BAEBZER Fiscal Health 99.9 100.0

BB Business Freedom 60.0 60.0
EEEWER -

) B EIEEH Labor Freedom 50.0 50.0

Regulatory Efficiency

E B Monetary Freedom 70.0 76.5

B 5B Trade Freedom 90.0 90.0

= -

MR B BB Investment Freedom 85.0 85.0
Open Markets

£RIE Financial Freedom 70.0 70.0
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Macau Business

« Among the twelve indicators on four key aspects
measured by the Index, Macao scored lowest on
“Government Integrity” (33.5 points). According
to the Index, the score for “Government Integri-
ty” is derived by averaging scores for following five
sub-factors: Irregular payments and bribes, Trans-
parency of government policymaking, Absence of
corruption, Perceptions of corruption, and Govern-
mental and civil service transparency. . The Index
also relies on the following sources in assessing gov-
ernment integrity: World Economic Forum’s World
Competitiveness Report; World Justice Project’s Rule
of Law Index; Transparency International’s Corrup-
tion Perceptions Index; and TRACE International,
The Trace Matrix. However, Macao is only covered
in The Trace Matrix index, which graded Macao
under the middle range category of “Modest risky”,
and was ranked 75th out of 200 different countries
and regions. While referencing other international-
ly recognized sources such as Fitch Ratings, which
affirmed Macao SAR’s credit ratings (long-term
foreign and local currency issuer default ratings) at
“AA’ and assured Macao SAR Government’s strong
fiscal strength and credible policy framework in its
press release in 2019.
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e Macao scored 60 points in “Business Free-
dom”. The score is based on 13 sub-factors mea-
suring the ease of starting, operating and closing
a business using the data from the World Bank’s
Doing Business Report. Since Macao is not
covered by the World Bank’s Report, the Index
stated that “business freedom is scored by ana-
lyzing business regulations based on qualitative
information from reliable and internationally
recognized sources” that are not further speci-
fied. Also worth noting is that Macao’s score for
“Business Freedom” remain unchanged since
2009. (Scored for “Trade Freedom” and “Fi-
nancial Freedom” also remained unchanged all
these years.)

« Macao scored 75 points in “Tax Burden”, while
Hong Kong scored 93 points in this indicator.
While maximum personal income tax rate is 12
percent, Macao levies a tax rate of 39 percent on
casino gross gaming revenue (GGR), which is
being regarded as one kind of corporate tax by
the index, dampening Macao’s score in this area.
» Macaos “Trade Freedom” scored a high score
of 90 points, which is the fourth highest of the
world, only after Hong Kong, Singapore and
New Zealand. Meanwhile, Macao also did well
in “Investment Freedom” with 85 points, which
is on a par with Belgium, Finland and Iceland.
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« Hong Kong lost its title as the world’s freest economy
to Singapore for the first time since 1995. The over-
all scored of Hong Kong has dropped by 1.1 points
to 89.1, primarily due to a sharp decline of 10 points
in the “investment freedom” score, while “monetary
freedom” also dropped by 5.7 points. Singapore, who
ranked Ist in the 2020 Index, got an overall score of
89.4, which is unchanged from 2019.

« China’s economic freedom score increased by 1.1 to
59.5 due to increases in scores for business freedom
and property rights. China’s economic freedom score
has improved over the past five years, with most of
the gains coming in areas related to the rule of law
and, more recently, business regulation. China’s global
ranking dropped 3 places to 103, and ranked 20th in
the Asia Pacific Region.

o The United States dropped five spots to 17th in the
2020 Index. Its overall score has decreased by 0.2
point. Protectionist measures have eroded trade free-
dom in the U.S., and the applied tariff rates have in-
creased by more than 50%.
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Official Website of Index of Economic Freedom by Heritage Foundation

https://www.heritage.org/index/

» HRIRIT (2020 FBB[IRIRHS)

World Bank’s “Doing Business 2020” Report

http://documents.worldbank.org/curated/en/688761571934946384/pdf/Doing-Business-2020-Compar-

ing-Business-Regulation-in-190-Economies.pdf
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Official Website of Macau statistics and census service

http://www.dsec.gov.mo
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Official Website of Macao Trade and Investment Promotion Institute




