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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, 
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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. 


