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ABSTRACT: This article aims to explore and document the relationship between forms of
alternative tourism and economic development. More specifically, the subject of this
investigation will be whether a small national economy is able to rely wholly or largely on
tourist flows as a source of income and even to invest in a single type of tourism. Alternative
forms of tourism, gaming tourism as well as the features of territorially limited countries and
how they are linked to the case of Macao will also be objects of study and annotation. With
the process of text production through scientific articles, statistical data, and reliable
databases, this article attempts to satisfy the investigated relationship as well as the stemming
questions.
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I. INTRODUCTION

Tourist activity is closely linked to the economic development of destination areas.
The vast majority of national economies in the world are based on, either quantitatively or
entirely, the development of tourism forms with reciprocal benefits. The aim of this paper is
to clarify the criteria with which certain areas attempt to diversify in the global tourism market
and create new trends, thus gaining competitive advantages over other destinations.
Particularly, this research focuses on small spatial areas, where opportunities for progress and
prosperity are limited, so the development of tourism emerges as the only solution. This
tourist differentiation is referred to as 'alternative tourism' and it is usually an element of
spatially restricted areas - destinations.
The additional value of this paper is not just its contribution to the advancement of scientific
dialogue. Its true value is the promotion of an economic model of a very small region — state,
based entirely on gambling tourism. The case of Macao could be a fine example of the creation
or revitalization of a financially collapsed small state national economy. In order to support
the case, this paper attempts to approximate via literature review the tourism, financial and
socio-economical profile of Macau, although there are some serious limitations at the
elaboration of this text. It must be pointed out that this manuscript has included a larger
amount of recent research but further empirical research would be useful to understand in
more depth the economic phenomenon of Macao. The literature about gambling makes a
distinction between ‘gaming’ —which is the term for the legal form of the particular activity
and ‘gambling’ —which characterizes mostly the illegal one, but the person who participates
in those activities is named ‘gambler’ without distinction [1]. Also, in this paper, we will use
both of terms ‘Macao’ (in English) and ‘Macau’ (in Portuguese).
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Il. LITERATURE REVIEW

Tourism is one of the key areas of human global activity and the 'effective economic
power tool' for the reception areas [2]. International literature is full of circumstantial
research which directly associates tourism with economic growth [3, 4, 5, 6, 7, 8, 9]. Brohman
[10] supported that tourism is a global industry that is growing rapidly and about a
developmental way especially preferred by national economies of the third world countries.
At the same time, tourism constitutes a major resource of economic revenues and a way to
increase the GDP of destination countries [11, 12]. Poirier [13] concludes that tourism is a
result of global liberalization policies. Especially for small spatial area national economies, the
conclusions which researchers drew agree —more or less- that an economically viable and
feasible solution is to develop alternative forms of tourism, based on the exploitation of the
peculiarities of the characteristics of each region - destination [14]. Even though some
countries cannot attract external tourism, they invest to create and increase domestic
tourism, like China in the early 1990s [15].

A. The gaming tourism as an alternative form of tourism: Previous studies:

Among the many other special tourism forms, gaming tourism (or gambling tourism)
is included, with reference to the casinos, hotel complexes with specially designated areas for
conducting gambling. Many researchers have studied with this form of tourism [16, 17, 18,
19, 20, 21] and -less or more- they conclude that gambling tourism is a vital factor for the
economic growth of a region or community [22]. Gamble industries have expanded worldwide
with the blessings of many countries’ governments, which benefit the gambling revenue for
fiscal assignments, creating this way a specific governmental economic dependence on
casinos [23]. Gamble which had been recently considered a deviant form of behaviour, a sin,
a disease, or an outlaw activity, now has become a tool for planning, able to offer solutions to
economic and social problems. A ‘catalyst’ for economic regional development, and
redevelopment [24]. Furthermore, a harmonious passion for gamble is connected with
positive outcomes, like reducing stress, excitement, challenge, escape, and the possibility to
earn money [25].

Rephan’s research [26] focuses on sixty-six counties in the U.S.A. with troubled
economies, which found an outlet in the development of large casinos, transforming these
areas, which did not have any highly lucrative land use, into tourist flow 'magnets'. Even in
these cases, other problems are created, but less important in relation to the financial benefits
for the region and the local community. There are areas that attract thousands of tourists only
because of the existence of casinos and which have not any other touristic resource to exploit.
In addition, regions with high levels of unemployment rates have a positive relationship with
gambling tourism adoption at the international level [27]. On the other hand, for a lot of
scientists gambling is not a form of urban regeneration [28].

Already, since the early 1990s, in the U.S.A. the gaming tourism has been seen as an innovative
tourism development strategy "easily and quickly". Definitely, all the factors and parameters
should be considered and, first of all, the social impact of gambling. In any case, this tourism
model has been applied extensively in the U.S.A., where this is one of the most profitable
business activities to develop areas that lacked specific characteristics, creating new touristic
resources from scratch [22]. It is important to be marked that U.S. Central Government has
embraced gambling legalization as a panacea to the economic problems which are facing
some of the States local economies. A typical example of this is the State of Minnesota, where
gambling is available almost in all drinking establishments [29].

The gambling industry is a very profitable branch of business, it is a worldwide phenomenon
and as one can see in the next table, the worldwide revenue from gambling has been almost
doubled in the last decade.



Table 1: The revenue from worldwide gambling in billions U.S. dollars.
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lll. THE CASE OF MACAO: PROFILE IN BRIEF.

Macao is a complex of areas and not a single region. It consists of continental land
sections and two islets. Geographically, it is located at the estuary of Perl River on the coast
of east China, in a distance of a few tens of kilometres from Hong Kong [31]. Until 1999 it
remained a Portuguese colony since the 16th century, and after 1999 was ceded to China.
Today it is a special administration district and the official title of the state is' 'Special
Administrative Region of Macao'. However, Chinese sovereignty is limited to foreign relations
and defence issues, as PRC grants Macao considerable economic and commercial autonomy.
Macao is a separate customs territory and economic entity and is able to enter —on its own
behalf- into international agreements. Macao is member of international organizations,
including The World Trade Organization; the Egmont Group and the Asia/Pacific Group of
Money Laundering. United States interests are represented officially by the Consul General in
Hong Kong and Macau, based in Hong Kong [32]. The profile of Macao is similar, to some
extent, to small sub-national — mainly island- jurisdictions (SNIJs) of ex British Commonwealth
[33].

It occupies an area of 32 sg. km., which is constantly increasing with maritime area
embankments aimed to cover the huge demand for land for the creation of superstructures,
such as airports, bridges, etc. Macao is one of the most densely populated places on earth and
also one of the most structured [34]. Macao was a financial, commercial, and cultural portal
between the west and the east for more than five centuries. In the late 19th century it also
served as a diplomatic affair centre too for four empires (Chinese, British, Spanish and
Portuguese), as all of them had significant interests in the wider area of the Far East. At the
same time, Macao remained an important port for the transportation of goods and ideas from
the mainland of China to the west. In 2011 Macao rose to the top of the wealthier economies
of East Asia. Following Li and Zeng [35], since 1999, when Macao returned territorially to
China, it was decided by both governments that the vehicle of rapid economic growth would
be tourism. By 2009 a continuous growth of 13% per year ensued. From 2010, onwards the
growth exceeds 20%. In addition, the global opening of the gaming market was carried out in
2002, while Macao had already embarked on its developmental ‘journey’. Large gaming
companies moved their investments from the U.S.A. to Macao. Similarly, China loosened its



border policy with Hong Kong and Macao, offering the first substantial mass of tourists in the
beginning period of the Macao tourism market.

All indicators on the economy, tourism, and development in Macao have been
escalating since 1999 until 2015. Visiting digital data and information bases on reliable
statistical websites such as the World Bank, the Central Intelligence Agency, the STATISTA,
and Macanese governmental services like DSEC (Department of Statistics and Census of
Macao), the DTM (Department of Tourism of Macao) one can accumulate a large number of
information and data on Macau economy.

State Macao services, in particular, maintain data lists and constantly publish new
ones and in most cases concerning the very recent past. In 2013 the CIA estimated the income
per capita in Macao at $ 89,000; ranking Macao in third place, while a year later, according to
the classification given by the World Bank, Macau came in first place with Qatar (US $ 140,000
income per capita). From the plethora of economic data that 'photographs' Macao
development, those that are worth mentioning are the ones directly related to tourism, as
this is leading the Macau economy. According to Statista, revenues from tourism in Macao in
2014 reached 44 billion dollars, of which 43.27 came from casinos and gaming tourism. Even
more specifically, 32 of them came from a single game; poker [30]. Also, another finding of
Wong and McKercher [36], exploring elements of DSEC, is that until 2008 50% of visitors
entered by the land border with China, while another 40% by sea by ferry boats which connect
Macao with China. The average stay was five to seven hours, sometimes less than the time
that was spent on the ship for a visitor going to Macao. The desired index targeted in 2008 for
Macau was 1.4 days stay in the country per visitor.

So, it is observed that gambling and industries operating around them (tourism
structures, casinos, hotels, etc.) are the backbone of Macao's economy. The DSEC also gives
detailed tables of data monthly, since 2008, on tourist arrivals. What figures indicate is that
tourist flows ranging from 1,500,000 to 2,000,000 visitors each month have been steadily
increasing over the last eight years. At the same time, a paradoxical feature - drawn again
from DSEC- regards hotel accommodation, which for November 2015 amounted to 930,000,
about half compared to the monthly average of tourists. Furthermore, this tourism economy
model does not rely so much on the duration of the visitor's journey, as on the range of stakes
for the game that the visitor spends. It is also estimated that the revenues for the Macau
market per visitor come to about 1500 to 1800 U.S. dollars per guest -without including the
gambling revenue.

A. Gambling History in Macao:
Macao’s gambling history starts in 1850s with gambling legalization in this particular region.
China and Hong Kong do not permit gambling, so that gives a great advantage for economic
development to Macao. Familiar is the case of Nevada which was for several years the only
U.S. State where casino gambling was legal, so it attracted large pocket tourists for gambling
purposes from all over the United States.

This long-standing local tradition in trade, commerce, and services forges 21st century
Macao, the 'ultimate destination' with respect to gambling tourism worldwide. All numbers
show an increase in sectors such as development, economy, income, investments, gaming
tourism flows, and casinos. This growth started with the birth of Macao State, peaked in the
mid-2000s, and continues rapidly to the present [37]. Indeed, the 'effect' of Macao which, just
in a few years, sprang into the global economic and tourist scene, became widely known
through sources that the internet provides and achieved formatting an image that links desire
to a destination [38]. Macao bases its economy by 85% on tourism (DSEC). While Macao
applies as many types of tourism as its spatial limitation allows it, gaming tourism proves to
be by far the most efficient form. The government invests heavily in all tourism areas; in 2005
the historic centre of Macao joined the World Heritage Sites of UNESCO, giving in this way one



more tool to this small spatial area to support the tourism project [39]. Macao is a gold mine
for casino operators all over the world. Empirical data collected by Wong and Rosenbaum
show that Macao’s casino visitors are motivated mainly by five factors: entertainment and
novelty seeking, leisure activity, escape from pressure, casino sightseeing, and socialization
[40].

The gambling tourism development model was the spear of Macao’s strategic
planning since the early 2000s. They followed the model of Canada, which benefited for
decades from the fact that the law did not permit casino activity in most of the United States.
As Canada attracted gaming tourists from the U.S.A., Macao draws tourism from China and
Hong Kong. In the same way, Egypt absorbs the Israeli market, as in Israel there is no policy
for the liberalization of gambling yet. Very recently — February 2016- Prime Minister Benjamin
Netanyahu declared legalizing gambling in the country. We should note that tourism in Israel
has been collapsing by the year and this is one of the solutions series for its invigoration [1].
As Egypt takes advantage of this situation, the same way Macao remains a monopoly market
for gambling in the region of China and will remain a highly successful gambling destination
for Chinese and Hong Kong tourists until casinos in the region are legal [41]. Macao uses its
cultural and historical Chinese — Portuguese background to give the market a differentiated
tourism gaming experience and to distinguish itself from Las Vegas and other popular
gambling destinations [42].

B. Macao: the world’s ‘hottest’ gaming market:

Macao could be mentioned as the top gaming destination in the world [43, 44, 45].
With only one-fourth of Las Vegas size, Macao almost monopolizes the huge Chinese
gamblers’ market and increases continuously the gaming revenue; and this revenue is a
manifestation of Macao’s financial competitiveness as a gambling destination. The case of
Macao proves that it is possible for a small-scale investment to generate great revenue in a
short payback period [43]. So, Macao forms its national image as the world’s top gaming
destination, a goal that reaches easily because the entire governmental policy is oriented
towards this target. Despite the fact that Macao dominates the first position of gaming
destinations, it has to learn a lot of things from an ‘old player’ and to adopt some ‘Las Vegas-
style’ management strategies, without changing its unique Chinese gaming playground
identity. Macao has to invest more on sectors like hospitality and air traffic, developing low
price carriers’ policy [44].

In this world’s largest casino market some of the most known properties of the casino
industry were established such as ‘The MGM Grand’, ‘The Sands’, ‘The Wynn’ and ‘The
Venetian’, transporting the Vegas experience to the former Portuguese colony [40]. In 2006
Macao overtook Las Vegas in gaming revenue with almost $ seven billion income and became
the world capital of gambling [46], in eight major region — markets: China, Taiwan, Hong Kong,
Japan, Philippines, United Kingdom, Korea, and the United States (Song & Witt, 2006).
Especially for Chinese gamblers, it is necessary to point out that they have a cultural tendency
to gamble, and statistically the Chinese are to gamble most frequently in comparison with
other nationalities [47].

Macao’s economic development is not disconnected from its advantageous
geostrategic placement, very close to the largest gambling market in the world: China. In
addition, Macao’s gambling tourism managers and marketers are very good connoisseurs of
Chinese gaming behaviour and its motivation, and provide the appropriate high quality and
well-chosen casino services and products, offering this way the right gaming experience to the
right market target [48].



Table 2: Macao’s gaming revenue 2002-2015 in billions U.S. dollars.
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Macanese residents also are great supporters of gambling. Gaming is a very typical
feature of Chinese culture [49], directly connected with materialism, life dissatisfaction, and
will for risk [50]. This motivation is so strong that the majority of the residents prefer offline
than online gaming procedure. Internet gambling is not very popular, only 5,4% prefer this
form, due its anonymity and convenience and this is an important point that demonstrates
that offline traditional gambling —at least in Macao- is still competitive against online,
especially in a time period when online activities gain ground against offline [51].

IV. FUTURE PROBLEMS AND OBSTACLES AT THE POWERFUL MACAO MODEL ECONOMY.

Macao’s gaming industry has suffered greatly and revenue has tremendously
decreased since 2015 when the government of China decided to crack down corruption at the
public sector. As a result of this campaign, Macao lost in this very last year a lot of high rollers
[45]. Another factor that impacted negatively on Macao’s tourist flows, and therefore its
economy, was the tighter visa policy from the side of China. Among others, a new smoking
ban in the casinos in combination with greater supervision of Union Pay cards, which is a very
popular way of withdrawing money by the gamblers in Macao, adds more pressure to a
segment of VIP high rollers [46]. At the same time, competitive Asian destinations ‘steal’ a lot
of Chinese gamblers from Macao. Although destinations like Cambodia, Vietnam, Philippines,
and South Korea have not got the gaming brand of Macao, they rapidly invest on the casino
industry [52].

Pacific Asia is becoming a very competitive environment as casinos located in Malaysia
are pursuing Chinese gaming tourists aggressively. These casinos are planning very serious
and careful marketing strategies to extract part of the Chinese gaming market [53]. In the
Philippines, casinos cannot be compared with those of Macao, but the state applies other
attractive strategies, like lower tax rates for the casinos. Telephone betting also is allowed in
many casinos [54]. The expansion of gambling legalization in the U.S.A. and Australia will also



affect Macao’s economy in the future. Macao’s 32 km2 surface may not be enough to
antagonize upcoming gaming destinations, so perhaps Macao should benefit from the gaming
tourism revenue and plan a new favourable strategy for re-investment of this wealth to other
tourism sectors [55]. We have also to note that the Government of Macao will not grant any
further casino licenses until the current agreements expire in 2022 [56]. That fact is a major
limitation to the economic development of Macao.

The success of the gaming tourism business does not come about accidentally or by
fortunate circumstances, but it is based on multi-step plans, renewal of the touristic
destination, readiness to gamble the revenue and to seek strategic partners, investments in
making more attractive the surrounding region and, of course, the market limitation of new
competitive entries. Experience from the United States such as Foxwoods Casino Resort for
example, one of the biggest casinos in the world, demonstrates that creativity, life cycle
estimation, and strategic management are basic factors that lead to continuous and
sustainable growth for any touristic business related to gamble [57].

A. Seeking of Option of a non-gaming tourism destination?

As we have noted in a previous section, Macao is in danger of losing its privileges as
‘World Gaming Mecca’ and is already suffering a diminution to the gamble’s revenue in this
very last year. The entrance of new competitive gaming destinations in Pacific Asia in
combination with the Chinese campaign against corruption led to a revenue reduction more
than 30% in 2015 [58], in relation to 2014. An alternative option is transformation of Macao
to a cultural touristic destination using all the financial benefits of the last decade. Its strong
point is the existence of the historic city which has already been characterized as UNESCO
World Heritage City [59].

The uniqueness of the cityscape is based on the rare combination of Portuguese and
Chinese architectural elements. The designation as a UNESCO World Heritage City was the key
to the traditional urban landscape conservation [60] and ironically the reason for a large old
buildings lot demolition, as some habitants and investors worried about the listing of these
buildings to the ‘heritage’. Something like that could be an obstacle to the development which
is based on casinos and luxurious hotels construction. According to Chu [59], Macao remains
a ‘city of culture’ despite the dream of ‘fantasyland of gaming’, and efforts have to be made
by the local government aiming at the equivalence of those two destination identities.

B. Need for sustainable development.

Although the swift economic growth of Macao was a remarkable phenomenon, data
and statistics show that since 2015 the situation does not seem good. Gambling does not
have any more the past glory, and it has been considered ‘guilty for the worst economy of the
world’ [54]. The consequences of this depression on the gambling industry are evident, and a
lot of scholars are speaking for needful changes in the economy model towards sustainable
development. All these previous years Macao has followed the ‘leading industry’ model. This
model is based on a theory of the American economist W. W. Rostow, but Macao’s gambling
industry is a completely different case as it does not base its development on national
resources but on foreign capitals. That was the ‘Achilles heel’ of Macao’s economy. According
to Piao Zhenzi [54], Macao’s new sustainable economic model must put emphasis on its main
enterprising force: small and medium-sized enterprises. It has to support them and build a



new regional form of economy, characterized by vigorous vitality and social stability, obtaining
this way a sustainable and stable development.

V. EFFECTS OF GAMBLING TOURISM

After accepting the fact that tourism in a region forms the culture and lifestyle of the
indigenous inhabitants [61], effects recorded by researchers will be reported further on. So,
according to the above authors, the effects are -first of all- economic. The figures reveal an
increase in per capita income in reception areas compared to other non-tourism areas.
Likewise, the increase in revenue from gaming tax corresponded to an increase of Macao
citizens’ benefits, such as numerous financial allowances for them [62].

From a sociological perspective, the impact mainly alters the traditional relationships
between the members of the local communities of reception areas. The influences are more
prominent when it comes to geographically limited areas, where human relationships are
stronger. An important sector that receives a large part of the impact is the environment
which is often replaced entirely because of the forced change of land (sometimes of sea too)
use to cover touristic needs, that are increasingly growing; more and bigger casinos, more
public works and more and more touristic facilities [63].

In addressing the social costs issue connected with gambling, the Australian
Productivity Commission (APC), whose mission is to serve as government’s principal review
and advisory body in microeconomic policies and regulation, categorizes the basic gamble —
introduced costs for a society in five groups: financial costs (family debts, bankruptcy),
employment effects, crime, personal — family impacts (divorces, depression, suicides) and
treatment costs [64].

Several studies have found correlations between gambling and crime [65, 66, 67], and
they give examples from England, Scotland, Germany and other countries. In contrast with
this ‘rule’, an examination of gambling consequences in Macao (two pieces of research, 2002
and 2007) shows that ‘crime rate’ has not increased significantly, despite gaming tourism
activity increase [68].

Another empirical research [69] on seventeen different key communities in Macao
reached the conclusion that the development of gaming tourism activities had no negative
effects on the locals. The results show that the local population’s financial status is increasing
by the year. The population also believes that the impact of gaming tourism on sectors as
society and environment is negligible. On the other hand, similar research in Singapore [70],
about the impact of gaming tourism there, concluded to the exact opposite. In Xinhua's
research, negative financial effects and social costs are mentioned. Through a third research
about the same subjects [63], which was materialized in both countries, it was discovered that
both of them were correct, and the gambling tourism impact on the economy, society, and
environment is totally different in Singapore and Macao. Especially for Macao research shows
that residents support completely the gambling activities as their high quality of life is directly
connected to the tourists visiting repeatability. We should not forget that gamble has
historically a long and strong connection with Chinese culture and it is regarded by the Chinese
people as a social and entertaining activity among friends and families [71]. It is obvious that
the casino activity will continue to expand in the coming years, creating this way new and
better employment opportunities for the local people [41].



In addition, Chan et al., [72] focused on casino dealers, proves that those employees
suffer negative changes in their family life, despite their positive financial situation. About
48.000 dealers in Macao are affected by the casino culture, which negatively influences their
family and parental relationships. In addition, we must not overlook the fact that Macao’s
gaming—based development, such as in Las Vegas, has been accused of having ties with
organized crime groups [73]. Concerning the negative impact, a research in Missouri, U.S.A.
must be added, which shows since the State introduced gambling riverboats, consumer
expenditure reduced critically from conventional retail establishments in the region [74]. And
of course, one should not fail to mention some social effects, which are related to gambling
addiction. A research in the Netherlands shows that since the 1980s the problem has been
increased, with a lot of individuals between 16 and 25 years of age calling for professional
help [75]. This is not a new phenomenon, as gaming activity is very popular among
adolescents, and in many cases, it causes gambling—related problems to a small but significant
minority of young people [76].

As regards the environment, the ecological disaster began in the 1920s, when it was
decided to cut almost all of the original forest for building construction use and for doubling
the city surface area [77]. In the 21st century, Taipa Island and Coloane Island’s connection
into a united land project destroyed a large part of the remaining natural environment,
polluting irretrievably Macao’s specific biodiversity. Furthermore, there was no precaution for
water and air pollution. The policy for waste was based on burning or exporting to the
continent. Authorities only in the very last years have started to pay attention to the
environmental pollution problem and to manage projects in order to address it. These projects
also include precaution for secure flatlands against the possible rise of the sea because of
climate change [77].

VI. DISCUSSION

This paper aims to present a special form of tourism and how can this form function
as a major instrument for the economic development of a region or a community. Macao
shows in action an alternative model of rapid development based on gamble and tourism.
Both of them are international human activities, so with the proper management and planning
movements is possible that this model could work in other small territories. Another question
is how feasible it could be for a small state or region to adopt this development form. Cases,
not only from Macao but from all over the world testify that already gambling tourism is a
well-tried method for quick development in regions with great financial and unemployment
problems. Even countries with very conservative societies now accept and apply development
methods based on gambling tourism.

Given the fact that any product or service has a life-cycle, we can say that gaming
tourism destinations are replaced continuously by new entrances to the touristic market, but
with convenient politics and strategies, a regional economy is possible to be increased rapidly
via this touristic form and to create strong bases for other potential forms of economy —
touristic or not-. Macao’s economy model maybe starts to collapse, maybe just ‘suffers’ a
recession. The point is that this tiny spatial economy has gained too much financial profit in
only a few years and is already prepared for a potential transition to other touristic forms, as
MICE and cultural tourism. We also take lessons from Macao about the full exploitation of the
touristic sources and the opportunities for development.

Gambling tourism of course is not a panacea for any economic ‘disease’, but it is a
very useful tool especially for the first steps of a developing economy.



CONCLUSIONS

Through this short study, we reach a series of conclusions, the most important of
which is that the rapid development of a national economy from scratch is achievable. The
case of Macao teaches us that the exploitation of the traditional identity of the locality and its
population in combination with modern considerations of the economy can be the vehicle for
the route to growth. At the same time, a full perception of opportunities, threats, and
possibilities, as well as planning and management illustrate that strategic planning, vision;
implementation and improvement are indispensable terms when speaking about
development and sustainability. A further conclusion is that alternative and special forms are
the future of tourism, especially for limited land areas and small states economies. Finally,
one could reasonably conclude that gaming tourism and gamble constitute an integral part of
human activity and a very important tool for growth and development, if we overlook moral,
religious and political issues.
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