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11 The implications of the Special
Administrative Regions for the
international system

Macao as a successful case study

Carmen Amado Mendes

Introduction

This chapter focuses on the international impact of the ten years of existence
of the Macao Special Administrative Region (SAR), after the transfer of
the Portuguese administration to the People’s Republic of China (PRC) in
1999. Theoretically, it is argued that the handover of Macao (as the one of
Hong Kong) can hardly be considered as a process of pure decolonization
or pure retrocession, being rather a hybrid between the two. The SARs are
special instances of decolonization or rather cases of retrocession for three
main reasons. First, China never considered Hong Kong and Macao as
colonies, framing them in the retrocession of concession territories in the
1920s and 1930s, such as Weihaiwei, Shanghai and Taiwan in 1945. Second,
especially during the last period of its administration, Britain and Portugal
did not consider Hong Kong and Macao as full formal colonies, partly due
to their perception of the legitimacy of Chinese claims. Third, Hong Kong
and Macao did not become independent: what was at stake was not their
independence but their return to mainland China. The negotiation processes
for the British and Portuguese withdrawals did not take place between the
metropolis and the colonies but between the metropolis and a third country,
which was expected to assimilate the colonies.

The chapter does not aim at constructing a new model but rather to pro-
vide a case study (the Macao SAR) for testing a conceptual scheme (the ‘one
country, two systems’ formula). Following this line, an original issue to be
raised by this study concerns the impact that the success of this concept may
have on its replication in other anomalous cases of the international system.
It may therefore provide a useful theoretical basis for the understanding of
similar international situations, such as Gibraltar or the Falklands. The chap-
ter begins by examining the existing literature on withdrawal from empire,
focusing on special instances of decolonization and cases of retrocession,
particularly Hong Kong and Macao.
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Decolonization vs. retrocession

Colony is

a domination imposed by an external political power ... with a ten-
dency to subordinate the resources and institutions of the dependent
region to the interests of the political power and the ethnical or cultural
dominant group.!

This chapter considers two main kinds of colonies: colonies of white
settlement thoroughly colonized with colonists that overwhelm the indigenous
people, and dependencies where colonization was minimal, consisting of the
exploitation of the territory by metropolitan authorities. These territorial
possessions are often taken as part of empire largely for resource extraction.
Within this latest category, there is a group of dependencies that never
achieved full independence. Hong Kong and Macao fall in this group.?

Anenclave is by definition a ‘detached portion of a state territory completely
surrounded by the territory of another state’,? ‘except for those parts where
it is limited by sea’.* The colonial enclave is usually claimed by the adjoining
state without regard to the principle of self-determination.® The dominant
international norm regarding colonial enclaves is that they are ‘integral parts
of the political unit to which they belonged at the time of the colonial con-
quest or of the successor of this unit’.® The third state sovereign retains the
right to retrocession of the territory, as it happens with the ‘leased territo-
ries’.” The administrative authority, limited by treaty or otherwise to dispose
of territory only in a certain way, is left with the only option of decoloniz-
ing the enclave by transferring it to the enclaving state.® The wishes of the
enclave’s population are not considered since the inhabitants are regarded as
too few to constitute a separate people.’

This chapter therefore considers two main processes of withdrawal: decolo-
nization and retrocession. By decolonization it means the ‘measures intended
eventually to terminate formal political control over colonial territories and
to replace it by some new relationship’.! Retrocession covers the cases that
do not follow the norm of decolonization towards independence. They refer
to special instances of decolonization, where the withdrawal of the colonial
powers does not imply the right to self-determination but the full sovereignty
of another country over them. History provides us with some examples, when
a particular country (usually one that has lost a war) was forced to cede a
small part of its territory to another country. Hong Kong and Macao are two
such rare international situations of ‘decolonization without independence’,"
or rather retrocession. Instead of bringing them independence, decoloniza-
tion integrated the two enclaves in a larger territory.!

To an extent, modern decolonization took place before the Second World
War: the British colonies of white settlement — Canada, Australia, New
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Zealand, South Africa and Northern Ireland — have obtained through the

‘Dominion Status’ near-total independence while retaining some links with.

Britain, and later constituted the Commonwealth.”* But the most significant
movement of withdrawa!l from the empire was after 1945, and by the late
1960s the majority of the European colonies had achieved independence,
The Portuguese dictatorship maintained colonialism in Africa until the mid-
1970s, but this was rather an exception. Historians and international rela-
tions theorists have largely covered the subject of decolonization. Among
the most known historian explanations are those of John Darwin, Muriel
Chamberlain, John Gallagher, Robert Holland and Nicholas White. Among
international relations theories, the literature on late decolonization can be
grouped into two types of account: the realist and the normative account.

The most common power politics explanations of decolonization are the
emergence of mass nationalism in colonial societies at a time of decline in the
economic and military strength of the European powers due to the Second
World War, and the emergence of the two superpowers: the United States and
the Soviet Union." The fact that the Allies were losing the war on the Japanese
front until 1943 proved that white men and their states could be defeated by
Japan, and the United States and the Soviet Union assumed anti-colonial
positions.'® Most realist authors assume that there is a positivist connection
between the Second World War and the decolonization process, especially
in Africa. They say this is particularly true for Britain and France, the big-
gest colonial powers in Africa. Portugal managed to keep its African colo-
nies longer because it was not involved in the war and because of the small
scale of this metropolis and its possessions.!” Besides, realism argues that the
changes in the infernational system created new economic opportunities in
intra-European relations. Colonies were not seen as vital for their metropolis
anymore, and in some cases they even became a burden.

From a normative perspective, the change of norms in the international
society and the shared belief in the universal right to self-determination, in the
context of a new non-imperialist world order, pushed the colonial powers to
withdrawal from their empires. European powers often presented normative
Justifications for holding their empires and decolonization took place when
those justifications were no longer accepted. The British government, which
always tended to use ‘indirect rule’ in its colonies, was among the first to put
in practice the new approach towards colonialism. By contrast, in Portugal,
the dictatorship delayed the infiltration of new norms as much as possible.
Only after overthrowing the regime could the revolutionaries fight for chang-
ing the colonial policy.

Thus, after the Second War World, the trend in international politics was
devolution and secession:'® several new countries were born as larger units
broke down to give rise to independent states. This section will focus on the
colonial enclaves, where the tendency is exactly the opposite: here, small units
are expected to join bigger ones. These, then, are special instances of decol-
onization, or retrocession, where dependencies do not achieve independence

Implications of SARs for the international system 211

but are absorbed in a larger country. The specificity of the colonial enclaves is
mainly responsible for the existence of outstanding colonial disputes that are
far from being resolved, as the principle of the ‘territorial integrity of a coun-
try’ may clash with the ‘right to self-determination’ of another territory.'

Although both principles are affirmed in the same declaration, the United
Nations regards self-determination as the cardinal rule. Therefore, ‘“territo-
rial integrity’ takes over the ‘right of self-determination’ only ‘in the case of
small non-viable territories claimed by a contiguous state’.2® The reversion
of territorial enclaves applies only ‘in the most limited circumstances’: small
territories adjacent to the claimant state and territories ethically and econom-
ically derivative of that state.?' If the territories are not by definition enclaves,
as is the case, for example, of small islands, they are immediately granted the
full right to self-determination.? Thus, while Gibraltar is a colonial enclave,
which gives Spain the right of reversion, the Falklands are not, which gives
the Falklanders the right to self-determination disregarding the claims from
Argentina.

Colonial disputes

It is worth analysing briefly those two cases. Gibraltar, once part of the
Spanish territory, was ceded by Spain to Britain ‘in perpetuity’ by the Treaty
of Utrecht on 13 July 1713. But, as it often happens with the colonial enclaves,
the treaty does not clearly state a cession of sovereignty and provides a right of
pre-emption in favour of Spain, which is entitled to first preference if Britain
alienates Gibraltar.?® Spain, basing its claims in the principle of the territorial
integrity, argues that even if Gibraltar is allowed to choose independence
she could exercise its right of pre-emption, while Britain defends that the
Treaty of Utrecht does not oppose the right to self-determination of the
Gibraltarians.® It is however arguable that the only valid argument why
the Spanish territorial integrity legally takes over the right of the Gibraltarians
to self-determination does not lay in the Treaty of Utrecht, but in the fact
that Gibraltar is a colonial enclave and that Spain is territorially contiguous
and was the former sovereign.”® Finally, there are reasons to believe that
Spain will absorb Gibraltar if Britain leaves, and in the referendum of 1967
the Gibraltarians voted strongly against being assimilated into Spain, thus
making it difficult to solve the impasse.

Both the Gibraltarians and Falklanders are British citizens, which makes
them different from all the other remaining British imperial possessions.?
As with the Gibraltarians, the Falklanders also wish to remain British citi-
zens for fear of being swallowed up by Argentina. To defend them from an
Argentinean invasion, Britain even went to war in 1982, but that did not make
Argentina give up the idea of reunifying the islands under her. Argentina’s
claims are not considered in the United Nations due to the fact that the
Falkland Islands do not fit into the category of the colonial enclaves: they are
islands — which by definition do not constitute an enclave ~ and they are too
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big and too far from Argentina. From the British point-of-view the Falklands
(and Gibraltar) should be entitled to self-determination but this was never
accepted by the General Assembly,?” which thinks that Britain and Argentina
should solve the dispute between themselves.?

Puerto Rico is another case where neither self-determination nor devolu-
tion has yet taken place. It was ceded by Spain to the United States as a result
of the Spanish-American War of 1898. Although Spain has not claimed the
territory back, Puerto Rico seems far from achieving independence, remain-
ing in semi-colonial status. It continues to suffer American cultural assimi-
lation and receives financial and diplomatic advantages in exchange. Cases
where the process of retrocession effectively took place are rare. One main
reason for this, as was discussed previously, is the theoretical impasse about
whether the territory should achieve self-determination or reverse to the
claiming state. Besides, the use of force by the third sovereign state is con-
demned by the United Nations. The prevailing norm is that:

states suffering from territorial amputations as a result of colonial con-
quest do not have the right to reconquer colonial territory in respect of
which they may have a valid claim to sovereignty.?

Goa, for example, was returned to India in 1961 after a military invasion by the
Indian state quickly overwhelmed the Portuguese garrison. India considered
Goa ‘ethically, geographically, historically, and legally one with the rest of
India and the Indian people’, therefore she was entitled to respond in self-
defence against Portugal’s aggression of 450 years.* There was little support
in the United Nations for this argument even if India received some sympathy
due to Portugal’s intransigence in maintaining her overseas possessions at a
time of decolonization.’’ The fact that India’s annexation of Goa was not
condemned was rather an exception to the legal principle prohibiting the
acquisition of territory by force:* it took place within the colonial context
in which the new norm of decolonization conflicted with the old norm of the
prohibition on the use of force.”® In any event in the case of Goa (a colonial
enclave), self-determination meant unity with India.

China and retrocession

China remains an exception in experiencing several cases of retrocession. The
primary example of retrocession is that of Taiwan, a Japanese colony from
1895, returned to mainland China in 1945 after Japan’s defeat in the Second
World War. Yet, throughout the 1920s and 1930s, China had been exposed
to what is now termed ‘retrocession’, when her foreign concessions, (except
Hong Kong and Macao) were returned to her. ‘Retrocession’ in the 1920s
and 1930s came after a long period of foreign control over territory that had
been conceded by China. The European imperial powers had long aspired
to set foot in Chinese territory — especially after the Portuguese established
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themselves in Macao in 1557 — and China’s defeat in the First Opium War
provided the ground to force China to concede to them extraterritorial rights
(exempting them from Chinese justice) and treaty ports (where they controlled
the administration). The lease of several Chinese territories through these
‘unequal treaties’, as China has called them, provided Britain, France,
Germany, Russia, Japan and the United States with privileged military and
commercial positions within China.* Britain clearly led the scene until the First
World War: it had the Crown colony of Hong Kong and had concessions at
Xiamen, Jinjiang, Jiujiang, Hankou and Tianjin. Besides, Britain dominated
the International Settlement of Shanghai and had the entire Yangzi valley as
a sphere of influence.”

Soon after the First Word War, in which she slightly participated, and at the
Versailles conference in 1919, China claimed in vain the abolition of the privi-
leges that the treaty system had given to the foreign powers.*® Although China
self-conscientiously entered ‘international society’ (Bull and Watson concep-
tion) in 1918-1920, accepting the international rules and norms,” she soon
found that the success in treaty revision laid in bilateral negotiation.”® The
Chinese claims for the retrocession of the foreign concessions were strength-
ened by the anti-imperialist Chinese Nationalist revolution in 1923-1928
against ‘the domestic and foreign enemies of the Chinese people’.”” Due to
Britain’s powerful position, British imperialism became a prime target. Anti-
British agitation affected the Shanghai and the Yangzi regions in particular,
but a strike was also organized in the foreign concession of Xiamen, and
Hong Kong was boycotted from July 1925 to October 1926. The movement
aimed to put an end to the foreign political and economic domination in

.China.* The turning point was the pacific retrocession of Hankouto China.

‘By the early 1930s, negotiations had restored Chinese control over maritime
customs, tariffs, postal communications, salt monopoly revenues and almost
two-thirds of the foreign concessions in China.™¥!

The currents of Chinese nationalism also arrived in the British colony of
Weihaiwei in the 1920s. Weihaiwei had been leased by China to Britain in 1898,
along with the New Territories of Hong Kong, but it ended up being of minor
importance to the British.* The only purpose of the lease had been to consti-
tute a naval base to maintain the supremacy of the British vis-a-vis other for-
eign powers in China at a time when Russia had occupied Port Arthur (now
Liishun) and Dalian and the Germans’ Jiaozhou (Kiaochow Wan). The lease
was to expire when Russia left Port Arthur, but Britain managed to hang on
to Weihaiwei after Russia was forced to give up Port Arthur to the Japanese
following her defeat in the 1904-1905 war.** After a protracted negotiation
process, the rendition of Weihaiwei took place in 1930, at a time when the
British were glad to leave to avoid the development of an anti-British move-
ment in a colony that had ceased to be of any importance.

Although the two leaseholds were practically identical, Britain was much
more committed to the. New Territories than it was to Weihaiwei. While the
inhabitants of the New Territories were naturalized as British subjects, those of
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Weihaiwei remained Chinese citizens. Being part of the Crown colony of Hong
Kong, Britain did not recognize China’s continuing sovereignty over the New
Territories as she tacitly did over Weihaiwei.* China, however, never recog-
nized any difference of principle over its foreign concessions. They were all the
result of ‘unequal treaties’, and as such should all return to China’s sovereignty
as soon as possible. Hong Kong and Macao did not escape this logic of retro-
cession, although they remained for a longer time under colonial authority.

The ‘one country, two systems’ formula

There are three main reasons why studies on the British and the Portuguese
withdrawals from Hong Kong and Macao are better framed in the theory
of retrocession rather than of decolonization. The first is China’s refusal to
recognize them as colonies, and claiming their retrocession to its sovereignty.
The second reason pertains to British and the Portuguese attitudes to Hong
Kong and Macao: they always treated these territories as special cases.
Finally, Hong Kong and Macao did not achieve independence but they were
integrated into a third sovereign country.

As stated above, China’s position was that the British and the Portuguese
occupation of these territories was the outcome of the ‘unequal treaties’.
Beijing considered the treaties unequal for three reasons: the rights and
privileges accorded to foreigners were not accorded to the Chinese; the trea-
ties were imposed on China by force of arms; and under the ‘most favoured
nation’ clause, China had to extend to all other powers the concessions made
to one. The principle of extraterritoriality was at the root of the inequality
because it granted foreign powers special rights and privileges that helped
to develop the imperialism of free trade and foreign investment in China.
Besides, China argued that the treaties should be considered void because the
context in which they were signed had changed.*

After winning the Opium War, Britain forced China to sign the Treaty of
Nanking on 29 August 1842, surrendering Hong Kong and five treaty ports.
When the treaty was ratified, by 26 June 1843, Hong Kong was declared a
Crown colony. The Kowloon Peninsula was added to the colony by the con-
vention of Peking in October 1860 and the New Territories were leased for
99 years in a convention signed in Peking on 9 June 1898.%7 Although the
People’s Republic of China considered them as void, the existence of the three
treaties gave the British government grounds to negotiate with China: there
was a part of the Chinese territory that under international law as understood
on the West, was part of the British Crown.

Regarding Macao, China never ratified the only treaty that formally recog-
nized Portugal’s soversignty over the territory. The Portuguese government
had therefore to accept that it was not, strictly speaking, a colony. In Portugal
the opinions diverge. According to some, it should be classified as leasehold
(Cessdo por Arrendamento) because the Portuguese paid ground-rent to
the Chinese for a certain period of time.* Others say that the Portuguese
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permanence in Macao was the result of a special understanding and cor-
relations of interests between them and the Chinese: the Portuguese were
aware of depending on the Chinese good will and China never ceased to
demonstrate its sovereignty over the territory.? There was alsc the argument
that Macao is a case of ‘shared sovereignty’ because China always tried to
limit the Portuguese juridical powers in the territory.®

Thus, Hong Kong and Macao had different historical backgrounds and
different legal status. Hong Kong was occupied by the British since the nine-
teenth century, being the Hong Kong island and Kowloon a Crown colony
and the New Territories a leasehold. Macao was a Portuguese establishment
since the middle of the sixteenth century (although not a stable one, as the
border on the peninsula moved north and there were serious conflicts) but it
was never formally ceded by China. However, for the PRC the situations of
Hong Kong and Macao were very similar: both were the product of an era
of European imperialism that forced China to accept ‘unequal treaties’. The
British and the Portuguese presence was illegitimate, therefore Hong Kong
and Macao could not be considered colonies.

China constantly treated Hong Kong and Macao as internal affairs. In
August 1949, China’s nationalist government stated to the UN Special
Committee on Information from Non-Self Governing Territories that it
should stop transmitting information on Kowloon and the New Territories.
This was based on the argument that the United States had previously devel-
oped for the Panama Canal Zone: “The fact that sovereignty over a territory
rested with a state other than the administering power was a reason for ceas-
ing to transmit information to the Special Committee.””? In 1963, the Taiwan
government stated in the General Assembly that

any question about the status of Hong Kong and Macao should be dis-
cussed between the states concerned and that these territories do not seem
to belong to the same category as other non-self-governing territories to
be examined by the Committee.”

As soon as the PRC replaced Taiwan in the United Nations (UN) as the
legitimate China, the Chinese government objected to the UN categorization
of Hong Kong and Macao as colonies:

The settlement of the questions of Hong Kong and Macau is entirely
within China’s sovereignty right and does not at all fall under the ordi-
nary category of ‘colonial Territories’. Consequently, they should not be
included in the list of colonial Territories covered by the declaration on
the Granting of Independence to Colonial Countries and Peoples.™

The PRC’s ambassador to the UN stated that they should be removed from
the UN list of colonial territories. This was granted to China at the meeting
of the Special Committee on Decolonization on 17 May 1972.
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Some say that this decision did not alter the legal status of Hong Kong as
a non-self-governing colonial territory and that its inhabitants were still entj-
tled to the right of self-determination. This is based on the argument that the
right of self-determination has been crystallized into a norm of international
law that cannot be set aside even by treaty. It is a right primarily enjoyed by
the inhabitants of the colonies and Hong Kong was a colony under both
domestic and international law. Its inhabitants were therefore free to deter-
mine its political status.”® The right of self-determination in the case of Hong
Kong is questioned by others who say Hong Kong was never a ‘state’ and that
Britain had the obligation to return the New Territories to China in 1997.5%

In any case, the pronouncement of the Committee of 24 would prove in the
long term to have deprived the people of Hong Kong of fighting for its right
to self-determination.”” The fact that the British government did little to avoid
this stands in contrast with its attitude regarding the Falklands and Gibraltar,
cases in which Britain always defended the right of its inhabitants to self-
determination. The British government considered Hong Kong as a case suis
generis and agreed with China the transfer of sovereignty without holding a
referendum.*® The colony of Hong Kong was primarily an economic identity;
its political identity was always secondary. The prime concern of the British
administration was to ensure the social harmony and the political stability
necessaries for trade.” Furthermore, the principles of self-government and
self-determination that Britain traditionally applied to its colonies before
withdrawing were probably very difficult to apply in Hong Kong. Instead,
when Beijing demanded Hong Kong back in 1982, London negotiated the
maintenance of the colonial system in the territory for 50 years, with a
high degree of autonomy.®® This model would soon be adopted by Lisbon
for Macao.

In fact, the British and Portuguese perception of the legitimacy of the
Chinese claims also shaped their withdrawal from Hong Kong and Macao as
a process of retrocession. At an age in which both Britain and Portugal had
neither the strength nor the (normative) will to hold on to these anachronistic
colonial survivals, Chinese claims were perceived as having some legitimacy.
The same causes (weakening power of the metropolis, normative shifts, etc.)
that had led Britain and Portugal to decolonize pushed them to withdraw
from Hong Kong and Macao, but the consequence in these two cases was
retrocession to the PRC. After the First World War, the treaty system and the
policy of coercion towards China was morally unjustifiable and unpopular
within Britain.®' British public opinion had become anti-interventionist and
anti-imperialist and would not accept any military intervention in China.®

Thus, Hong Kong and Macao did not follow the usual path of decoloni-
zation towards independence. Instead, when they ceased to be ‘colonies’ they
were integrated into a sovereign state; under the concept of ‘one country, two
systems’,%* Hong Kong and Macao became Special Administrative Regions
of the PRC in 1997 and 1999. All negotiations on the two transitions were
held between Britain and the PRC, and between Portugal and the PRC. The
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people of Hong Kong and Macao were not even awarded third party sta-
tus in the negotiation process. China argued that negotiations should be held
between sovereign states and opposed the inclusion of representatives of the
Hong Kong and Macao governments and peoples.®

This formula, promoted by Deng Xiaoping, established a very unique
framework for the handover of the British and Portuguese administrations
to the People’s Republic of China: the social and economic systems of the
two territories and its main laws would remain unchanged and the adminis-
trations of the new SARs would be carried on by their own inhabitants with
high degree of autonomy. In part due to their anomalous history, Hong Kong
and Macao exceed the classical autonomy model observed within federated
states: they have, for example, their own currency, issue autonomous pass-
ports and hold formal frontiers and maintain separate customs controls from
inland China.%

From the central government point of view, the financial markets of Hong
Kong continue to play a key role while Macao assumes an important function
within China’s foreign policy. The permanent secretariat of the Forum for
Economic and Trade Cooperation between China and Portuguese-Speaking
Countries (known as the Macao Forum) created in 2003,% was located in this
SAR, using the historical specificities of the enclave as a traditional bridge
between East and West. The history of more than five centuries of ‘lusophone’
presence distinguishes Macao from the other Chinese regions and provides it
with affinities with the Portuguese-speaking countries, namely the language
and cultural, legal and administrative legacies. Several events are organized
in Macao, such as the lusophone games, lusophone food fairs, the lusophone
festival and the ‘cultural week of China and the Portuguese-speaking coun-
tries” which officially aims

to display the popular cultures of different Portuguese-speaking coun-
tries and to stimulate the conviviality between the communities which
share a common language, and to assume the importance of the luso-
phone culture as an intrinsic part of Macau’s identity.”’

By promoting its ‘own cultural model’, this SAR creates a ‘familiar’ atmosphere
where leaders of that group of countries feel more comfortable to negotiate. The
political, economic and business elite of those countries participate in different
training courses organized by the Macao Forum, not only receiving technical
information on their areas of interest but also shaping their perceptions of
China and its development model. The Macao SAR is thus helping China
develop its strategy of soft power in the Portuguese-speaking world.

Conclusion

There are many contemporary outstanding colonial disputes that are far from
being solved; cases where neither independence nor retrocession took place.
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Macao plays a unique role, being an example for other anomalous cases of
the international system, such as Gibraltar or the Falklands, and the model of
autonomy of the SARs may yet inspire other cases of retrocession.

The two Chinese SARs have been a successful implementation of the ‘one
country, two systems’ formula. From the central government point of view,
they give a very positive contribution to the policy of national reunification,
being used as political showcases: Beijing expects them to be an example of
the applicability of that formula to Taiwan. For Hong Kong and Macao, this
guarantees their autonomy from the mainland, at least until the conflict on the
Taiwan Strait is solved. The Macao SAR has also assumed an official role in
China’s external relations, as a platform of cooperation with the Portuguese-
speaking countries, reinforcing its own identity by being acknowledged as a
Chinese region with ‘lusophone characteristics’.
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