UNIVERSITY OF MACAU
FACULTY OF SOCIAL SCIENCES AND HUMANITIES
DEPARTMENT OF ECONOMICS

Employment and Casino in Macau

By
LIU Ying (M-A6-6808-8)

Supervisor: Dr. CHANG Hsiao-Chuan

A thesis submitted in partial fulfillment of the requirements for the Degree of

Master of Economics at the University of Macau

August, 2008



CONTENTS

ABSTRACT .. citiiiiiiiiiiiiinriieiiiircsssacssestcssncccsssscenssnnenes i
DECLARATION....ccctiiitiiiiinininncieenieersenscnnsonnnnesnsnsnendil
ACKNOWLEDGEMENTS.....ccciiiiiiiininreiriinnciieciceccnnee iv
CONTENTS...cttiiiiiiiiiiiiiitiietiintiinieiettiaseinressssinscensonse v

LIST OF TABLES.....cictiitiiiiiiriniiirnrinnnienissessenss Vil

LIST OF FIGURES......ccc0ttiiiiiiiiticniicnnstcsessscnnsscensoscoe ix
LIST OF NOTATION.....ccteitttererteccerirenscosassonnssesenccsnane xi
1. INTRODUCTION...cccttiniiinnrecessienrcornsssnsssonsmsesonascs 1
1.1 The Brief History of Casinoin Macau .................cccvnenn 2
1.2 Macau’s Casino Gambling..............ccovveviiiiiiiiiniiiinne 4
1.3 Major FIndings ......oooiiniiiiiiiiii e, 8
1.4 Framework of Thesis..........c..cocoiiiiviiiiinniiiii e, 9
2. LITERATURE RIVEW.....ciitittiiinnercernrcecercecscacesens 11
3. METHODOLOGY.....coitttuiiiininiiiniicecienareececsecncesnnces 15
3.1 Seasonality......c.oveiieiiiieiiiiii e, 15
32 Unit ROOL. ...ttt 16
3.3 Co-INtegration......c..oveviiriiiiiiriii e e 16



34 Long-RunModel .......cocoiiiiiiiiiiiiiiiiiiiii 19

3.5 VAR Model, Granger Causality and Impulse Response....... 19

4. DATA AND EMPIRICAL TESTING......c.cccoceeuvenrineennnn23

4.1 Data Description......ccvviiriiiieinieeiiiieieineeaineraneeeraeennas 23

4.1.1 Method of Estimation ........................ R 24

4.1.2 Variables........cocoiviiiiiiiiiiiiic 26

4.2 The Process of Empirical Testing............ccooevviviiniiiinnnnn 28

4.2.1 Seasonality Test......covvvvireiiiiiiiniiiiiniiiiraeenennn.s 28

4.2.2 Unit Root Test....cocoiiviiiiiiiiiiiiiiiiiinie e, 33

4.2.3 Co-integration Test........ccvviiiiiiiiiiiiiiiiiiine e, 35

424 Long-RunModel..........ccooiiiiiiiiiiiiiiiiiiiiiee e 36

4.2.5 Vector AutOregreSSiON. ... vvvvrerrreennenrereeaneennanenns 39

5. CONCLUSION........ ceeecessesennes cesssenconss cesorsccnass ceeesesd9
5.1 FINdingS....covviiiiiiiiiiiiiiiiii i e 49

5.2 Emerging Challenge v.s. Macau’s Advantage..................... 51

5.3 Future Research............ooiviiiiiiiiiiiiiiiiiicii e 52
APPENDIX....... ceceressseacsnnes ceseseseceniinns cececessecenns cereenndd
REFERENCES........ ceevescestssenns ceseesssenetnsans cesseccasennanne S8

vi



