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The small- and medium-sized tourism and hospitality enterprises are the main forms
of enterprises in Macao. This study put forward a new framework of survival and
sustainable development from the perspective of competitive advantage and regional
soft environment, which significantly holds theoretical and practical research value.
The study obtained cross-sectional data of 317 small- and medium-sized tourism and
hospitality enterprises in Macao through a large-scale questionnaire survey. This article
used exploratory factor analysis and confirmatory factor analysis to test the reliability
and validity of each factor system and its measurement scale. The variance analysis is
used to judge the differences between the elements. The regression analysis is used to
verify the hypothesis of a causal relationship between factors. The structural equation
analysis is used to fit the model and make necessary amendments. The results reveal
that the government service environment has a significant positive impact on the ability
of an entrepreneur. In addition, the regional soft environment significantly impacts the
competitive advantage of small- and medium-sized tourism and hospitality enterprises
in Macao. Contrary, the impact of laws of Macao on the acquisition of financial resources
and the promotion of entrepreneur ability and innovation ability is found insignificant. In
conclusion, the results showed that market of Macao lacks venture investors where
enterprises cannot obtain funds through angel financing or risk financing.

Keywords: soft environment, competitive advantage, quantitative research, sustainable development, SMEs,
business method

INTRODUCTION

A sustainable economic development in Macao has attracted much attention from the political,
business, and academic circles. The small- and medium-sized enterprises (SMEs) in Macao are
an important part of its economic development. Their survival and sustainable development are
closely related to the overall economic growth of Macao. It affects the economic structure and
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economic development speed of Macao. Supporting and
promoting the development of SMEs has become a key issue in
economic development.

According to the Macao Yearbook of Statistics (2019), tourism
and hospitality industry in Macao contributes to the main
gross domestic product (GDP) income of Macau and solves
the employment problem in Macao. According to the “China
Mainland to Macao Online Tourism Market Development
Report” released by the China International Trade Promotion
Council Taiwan, Hong Kong, and Macao Service Center in
2019, since the 20th anniversary of return of Macao, the
number of tourists in Macao has increased by 400%, the
mainland supports 70% of total tourists in Macao. As of 2018,
the annual GDP of Macao was 440.3 billion Patacas and the
tourism revenue of Macao was 373.57 billion Patacas, a year-
on-year increase of 13.9%, accounting for 84.84% of GDP
of Macao. In the rapid development of the entire tourism
and hospitality industry in Macao, although foreign-funded
multinational companies and large Chinese-funded companies
account for half, the remaining market share is occupied by
many SMEs in Macao. At present, the contribution rate of
small- and medium-sized tourism and hospitality enterprises
in Macao to GDP is about 20–25%. According to the Macao
Doctoral Think Tank forecast, by 2030, the economic benefits
contributed by the small- and medium-sized tourism and
hospitality industry in Macao are expected to rise from the
current 20% to about 50%.

In summary, the current economy in Macao depends on
tourism and hospitality. There are a large number of SMEs.
Research on the survival and sustainable development of small-
and medium-sized tourism and hospitality companies in Macao
is a matter of concern to the government and society and
a question of maintaining a long-term stable and prosperous
development in Macao. Therefore, this article takes “Research on
the survival and sustainable development of small- and medium-
sized tourism and hospitality enterprises in Macao.”

This article reviews the relevant theories of SMEs. It analyzes
the process, characteristics, and performance of small- and
medium-sized tourism and commercial enterprises in Macao.
In particular, this research outlines the systematic approach
of Macao to the tourism and hospitality industry, thereby
examining the development needs of SMEs. Paying attention to
the prosperity of SME, this article presents empirical research on
the sustainable development of tourism and hospitality sector in
Macau. Sustainability gaining increasing relevance, the survival
of SMEs largely depends on different factors. Accordingly,
this study provides a comprehensive analysis of the regional
environment conditions of the country (i.e., social, cultural,
local, governmental, economic) where competitive advantage is
necessary to develop a sustainable environment.

However, the recent literature shows that Macao holds an
attractive tourism market and is recently facing numerous
economic challenges. Over the years, sustainable development
in the tourism and hospitality industry has affected the entire
economy and environment of Macau. The growth of small
to medium-sized businesses has tremendously decreased. As
a result, sustainability in tourism and hospitality industry

in Macau has become a serious topic for the entrepreneurs
who aim to use this study for economic improvement.
Therefore, this study holds immense theoretical significance
and practical value. As a result, the most economies in the
world are paying attention to the potential of tourism and
economic competitiveness. An increased focus on SMEs
provides innovative information to the professionals and
entrepreneurs, guiding them for future development. This
study is a widespread achievement enabling the practitioners
to ensure the effective infrastructure development of
foundation in Macau by radically addressing the emerging
economic issues.

This study aims to start with the whole and take the
overall development of small- and medium-sized tourism
and hospitality industry in Macao as research objective.
This article makes a comprehensive and in-depth study on
the factors and mechanisms of the survival and sustainable
development of small- and medium-sized tourism and hospitality
enterprises. It could describe objectively and comprehensively
the development process and current situation of the small-
and medium-sized tourism and hospitality industry in Macao
after the researcher summarizes and analyzes the common
limiting factors encountered in the development of small- and
medium-sized tourism and hospitality industry in Macao. The
researcher explores the deep-seated problems that generate these
restrictive factors.

Development of Small- and
Medium-Sized Enterprises in Macao
Although SMEs account for 99% of the total enterprises in Macao,
they create more than 60% of employment opportunities, but
at present, the impact on the economy in Macao is not great;
the development of the industry is difficult and lacks vitality.
Portugal has governed Macao for one hundred years, but never
paid attention to and supported SMEs; in addition, Macao has
always been led by gaming tourism and entertainment and has
become the main source of government revenue; this industry
accounts for nearly 80% of local taxes, which is nearly 50% of
GDP. Therefore, gaming, tourism, and entertainment have a large
market share, while SMEs have a very small market share. The
Macao SAR government has launched some financing guarantee
plans to support the development of SMEs. However, because
SMEs have been on the verge of survival for a long time, there
are not enough conditions to enjoy the subsidy scheme of the
government. Therefore, the operation of SMEs has not been
effectively improved.

This study investigates the articles of Macao scholars on SMEs
in Macao and the articles reported by Macao newspapers. The
difficulties of SMEs in Macao are summarized as follows:

• Market financing ability is poor.
• There is a lack of professional management

and supervision.
• The business scope is relatively concentrated.
• Government tax is low, but the ability of profit is common.
• Operating capacity is general.
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• There is a lack of support from the local supporting
manufacturing industry.

Research Content
There is an obvious interactive relationship between the soft
regional environment and the competitive advantages of small-
and medium-sized tourism and hospitality enterprises in Macao.
This article focuses on the mechanism of the soft regional
environment on the competitive advantage of SMEs in tourism
and hospitality in Macao. In the research process, based
on extensive reading and systematic summary of competitive
enterprise advantage, soft regional environment, and related
research literature, this article builds an element function model
of the regional soft environment on the competitive advantage
of SME. The related research content mainly includes the
following three aspects.

(1) The theoretical and empirical analysis of the competitive
advantage factor of SMEs is in the stage of theoretical analysis.
This article mainly analyzes the three academic theories of
the competitive advantage of enterprises: exogenous (industrial
structure), endogenous (internal resources, capabilities, and
knowledge), and internal and external integration (dynamic
capabilities), as well as the respective emphasis on the enterprise
competitive advantage factor system and other existing research
results of the systematic summary and induction. This article
considers the significant industry, scale, and other scenario
dependence of competitive advantage of the enterprises. It puts
forward the competitive advantage factor system for SMEs in
the empirical analysis stage. Fundamentally, this article first
designs the corresponding measurement scale and then modifies
the scale through interviews with experts, entrepreneurs, and
prediction tests. Then, this article takes the small- and medium-
sized tourism and hospitality enterprises in Macao as the research
sample. Through exploratory factor analysis and confirmatory
factor analysis, the reliability and validity of their competitive
advantage factor architecture and its measurement scale is
verified. One-way analysis of variance (ANOVA) was used to
analyze the differences in their competitive advantages.

(2) The theoretical and empirical analysis of regional soft
environment elements system is in the stage of theoretical
analysis. This article mainly analyzes and generalizes the
theory and evaluation system of enterprise ecosystem,
enterprise social capital, business system, innovation system,
Institute for Management Development (IMD) international
competitiveness evaluation theory, and evaluation system, as
well as the theoretical and empirical research results of domestic
and foreign scholars on the regional economy, science and
technology, investment, culture, and other soft environment
fields. This article fully considers the situation dependence of
the regional soft environment under the background of Macao.
From the competitive advantage of small- and medium-sized
tourism and hospitality enterprises in Macao, this article puts
forward the corresponding system structure of regional soft
environment elements.

(3) The theoretical and empirical analysis of the mechanism of
the soft regional environment. This part of the research content
is the focus of this article. It is based on the above two parts.

It is mainly based on previous research results in related fields.
This article makes a comprehensive and systematic analysis of the
possible significant factors of the soft regional environment on
the competitive advantages of small- and medium-sized tourism
and hospitality enterprises in Macao. Thus, this article constructs
a theoretical model of the role of regional soft environment
in Macao on the competitive advantage factors of small- and
medium-sized tourism and hospitality enterprises in Macao and
puts forward the corresponding research hypotheses. In the stage
of empirical analysis, this article first uses regression analysis
to preliminarily verify the causal relationship of each factor
proposed in the research hypothesis. In this article, structural
equation modeling is used to verify the causal relationship
between potential exogenous variables and endogenous potential
variables. In the structural equation model analysis process, the
initial model will be modified step-by-step according to the model
fitting results. This is to obtain the final model with good fitting
and the test results of each research hypothesis.

LITERATURE REVIEW

The study main direction is survival and sustainable development
of SMEs in tourism and hospitality. This study focuses on
reviewing and evaluating the existing competitive advantage
theory. Competitive advantage theory makes everyone better off
at all levels (i.e., individual, corporation, local, and international).
The competitive advantage theory allows businesses to embrace
competitive business practices necessary for the development
of the firms. The theory rests on the notion that competitive
advantage benefits the national economies. It fundamentally
leads the SMEs to gain market success. As a significant factor
determining the enterprise success, competitive advantage theory
formulates a model for the responsibility of firms, ensuring the
business survival and success.

Industry Structure View
The industry structure view provides a systematic analysis tool
with the complete structure for studying competitive enterprise
advantage (Porter, 1997). Hardwick and Dou (1998) believed
that the cost efficiency and operation efficiency of an enterprise
determine its competitive advantage. Nachum et al. (2001)
believed that the comparative advantage of the country or a
region where the enterprise is located still has an important
impact on the competitive advantage of an enterprise. These
scholars ignored the internal differences of the enterprise. Their
research method still does not break through the limitations
of neoclassical economics. Therefore, it is difficult to explain
why the performance difference among enterprises in the same
industry is sometimes even greater than that among enterprises
in different industries.

Resource-Based View of the Firm
The resource-based view (RBV) theory states that an enterprise
is a collection of a series of resources. Its internal resources and
accumulation are the key to explaining that an enterprise can
obtain excess profits and maintain its competitive advantage.
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RBV has considerably gained popularity over the years. This
theory has gained immense growth and prominence with
the competitive advantage model development. RBV provides
the firm with a sustainable advantage over its competitors
(Barney, 1991).

The theory suggests that a valuable resource (i.e., human
resource) of a firm is imitable and rare. Valuable resources enable
the organizations to exploit strategic business opportunities,
yielding a competitive advantage that is rare and imitable. These
unique resources help the firms to survive in the competitive
market. SME and competitive advantage are fundamental ideas
highlighting the importance of maintaining strategic resources
in achieving sustainable development. This strategic factor
generates market value by gaining maximum returns. It provides
the firm superior ability to compete with the competitors.
Utilizing the strategic resources (e.g., RBV), the firms integrate
the fundamental element of entrepreneurship in achieving a
sustainable competitive advantage.

RBV translates the theoretical phenomenon of the firms into
business reality by enhancing the capability of the firms in
achieving differential benefits. In particular, RBV of the firm pays
too much attention to the assets (tangible or intangible) and
capabilities of the firm. However, it ignores the impact of the
regional environment on enterprises and does not consider the
policy, natural environment, and social and cultural factors.

Competence Theory of the Enterprise
Selzniek first proposed the competition theory of the enterprise.
According to this theory, enterprise capability is a kind of special
capital contained in the enterprise (Loasby, 1995). Enterprise
capability is the productivity to determine the combination of
resources. Enterprises can use resources effectively and interact
with each other to produce new capabilities and resources. The
Chinese economist named Jing-lian (2011) believed that a core
competence of an enterprise is the ability to organically combine
its skills, capital, management, and operation. It results from the
two-way effect of internal and external management. It is also
a combination of knowledge and skills of the enterprise itself.
Therefore, the core competence theory holds that not all the
knowledge, resources, and capabilities of an enterprise can form
a sustainable competitive advantage.

Knowledge-Based View
Knowledge is a special strategic resource. Enterprise is a
collection of knowledge. The knowledge possessed by enterprises
determines the difference between resource utility and capability.
Innovation is just the arrangement and combination of the
existing knowledge of an enterprise. Therefore, the competitive
advantage of an enterprise is endogenous in its knowledge. The
ability and competitive advantage of an enterprise are determined
by its knowledge and cognitive learning ability (Grant, 1996).
However, there are also some deficiencies in the research of
resource, ability, and knowledge-based view of competitive
advantage. The knowledge-based view focuses more on the study
of the individual level. It is a relatively lack of research on the
enterprise level. At the same time, the theory appeared late.

Although there are many case studies, they have not yet formed a
clear analytical framework and tools.

Review of Regional Soft Environment
Research
The soft regional environment is a relatively complex concept.
Research by domestic and foreign scholars on enterprise
ecosystem, business system, enterprise social capital, regional
innovation system, and other fields related to the external
environment of enterprises is closely related to the regional soft
environment, and its research ideas have great reference value for
the research of regional soft environment.

External Environment Theory
Enterprise external environment has always been one of the
key research directions in strategic management. The strategic
management theory regards the external environment as the
economic resources and symbolic resources of enterprises. The
exogenous and dynamic capability theories in the theory of
enterprise competitive advantage attach great importance to the
influence and function of the external environment on enterprise
competitive advantage. Kokkali and Koutsouris (2009) believed
that the general environment of enterprises mainly includes
macroeconomic environment, political and legal environment,
social and cultural environment, technological environment, and
globalization trend.

Enterprise Ecosystem Theory
Singh (1994) believed that the enterprise niche is the
characteristics of the enterprise in terms of resources and
capabilities. It is the state of the enterprise after the interaction
and matching with the environment. Zhang et al. (2020) divided
the ecological environment of enterprises into three parts,
namely, economic ecology, social ecology, and natural ecology.
This prominent approach emphasizes managing the demands
of uncertain and changing environments, thus ensuring an
organizational sustainability. It seeks to explain the social,
economic, and political conditions that affect the overall
composition of an organization.

Social Capital Theory of Enterprises
Rajan (2002) and Chance (2019) emphasized that good corporate
social capital can accelerate the generation and effective transfer
of tacit knowledge. The theory of corporate social capital makes
us realize that the external environment (especially the regional
soft environment), such as the external social network, plays
an important role in the internal resources, capabilities, and
knowledge of enterprises. Cope et al. (2011) believed that
corporate social capital is one of the most important enterprise
network resources. The social capital of enterprises can be
divided into internal and external. External social capital is
the social network that exists outside the enterprise and helps
the enterprise absorb all kinds of scarce resources. It includes
vertical and horizontal links of enterprises. Its vertical connection
refers to the connection between an enterprise and its superior
leading organs, local government departments, and subordinate
enterprises and departments. Its horizontal connection refers
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to the connection between enterprises and other enterprises,
scientific research institutes, universities, financial institutions,
and intermediary organizations.

Regional Innovation System
The regional innovation system has gained immense popularity
over the past few decades. Regional innovation is a novel way of
increasing the growth of SMEs. It increases the competitiveness
of the firms by adopting innovative activities and practices. It
significantly contributes to the economic development of a nation
by strengthening the competitiveness of SME. Accordingly,
Crotti and Misrahi (2017) emphasized the important role
of the regional innovation system in cultivating enterprise
innovation ability. This role is mainly reflected in the innovation
environment (especially the innovation culture environment).
They believed that the innovation performance of the economy
depends not only on the individual enterprise but also on the
interaction between enterprises and between enterprises and
other institutions. An innovation system is a social system.
Innovation is the result of interaction between economic actors
in society. As a result, governments are taking initiatives
toward developing innovation capabilities, thus supporting the
competitiveness of the firms.

Review of Regional Soft Environment
and Competitive Advantage
Barney (1991) emphasized the importance of network resources.
He defined network resources as a special enterprise resource
used to perceive and implement enterprise strategy. Amit and
Schoemaker (1993) thought that the government, the public,
and other non-market factors are the same as the competitors,
customers, and other market factors. They have a significant
impact on the success or failure of enterprises, because they
have mastered all kinds of resources that enterprises need for
survival and development. Ostroff (1999) believed that the
behavior choice of any economic organization is influenced
not only by technology, information, and profit in the sense
of economics and management but also by various factors in
the sense of sociology, such as cultural habits and customs.
Therefore, there is an objective interaction between cognition
and behavior between enterprises and social factors. Crotti and
Misrahi (2017) believed that improving enterprise innovation
ability and the acquisition of competitive advantage requires
the establishment of close cooperation and learning relationship
between enterprises related to various innovation activities.

The research on the effect mechanism of the regional soft
environment on the competitive advantage of SMEs mainly
focuses on the empirical research of a specific problem, such
as regional industrial cluster environment and competitive
advantage of small- and medium-sized manufacturing
enterprises, financial environment and financing problems
of SMEs, and regional development environment problems of
SMEs. Scholars pay more attention to the comparative study
between different regions.

Guohong and Lijun (2005) and Alfiero and Vallone (2019)
established the evaluation model of competitive enterprise
advantage, including regional learning, R&D investment, and

other factors. Their research results show that the competitive
advantage of SMEs largely depends on the absorption,
transformation, and innovation ability of knowledge in the
region; the technical cooperation and connection between
enterprises; and the cooperation and connection between
enterprises and universities, scientific research institutes, market
intermediary organizations, government, and other factors
closely related to the soft environment of regional education and
technology (Ajaz et al., 2020; Shah et al., 2021). Gersick (1994)
believed that changes in the external environment will make
enterprises more actively understand the environment. Guoquan
(2001) and Ruosen and Sha (2019) made a detailed analysis of the
evolution of the theory of the relationship between organization
and environment. They believed that the relationship between
enterprise and environment is complex and dynamic. This kind
of relationship can be called cooperative competition (Sarfraz
et al., 2021). Schroeder et al. (2002) and Castellani et al. (2015)
believed that the government should help enterprise clusters
carry out breakthrough innovation through normal operation.

RESEARCH METHOD

Construction of Competitive Advantage
Elements System
The competitive advantage elements system is the relationship
between enterprise resources, abilities, and knowledge. Bandura
and Bandura (1986), Grant (1996), Lubit (2010), Lorenzo et al.
(2018), Larsson and Thulin (2019), Zhang (2019), and other
scholars have made corresponding discussions on it. Based on the
above definition of the relationship between enterprise resources,
capabilities, and knowledge, this article puts forward the
corresponding construction ideas of the competitive advantage
factor system of SMEs in tourism and hospitality in Macao.

(1) The competitive advantage factor system is composed of
resources and capabilities. Knowledge is no longer listed
separately but integrated into resources and capabilities.

(2) Resources and capabilities should be clearly defined in the
element system.

Construction of Regional Soft
Environment Elements System
Although the regional soft environment of enterprises is
not directly studied, the research perspective, methods, and
content of IMD provide a good reference for studying the
regional soft environment and its element system. This article
introduces the evaluation system of IMD and the theoretical and
empirical research on the soft environment of regional economic
development, regional science and technology development,
and regional investment. They have direct reference value for
studying regional soft environment and their element system.

Methodology
This article analyzes the mechanism of the regional soft
environment elements on the competitive advantage of SMEs
through literature reading and logical reasoning. This study
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constructs a theoretical model of the effect mechanism of the
regional soft environment on the competitive advantage of
small- and medium-sized tourism and hospitality enterprises in
Macao (Figure 1). This article puts forward the corresponding
research hypothesis. Further empirical research needs to verify
the theoretical model and research hypothesis.

EMPIRICAL RESEARCH

Research Data
This study considered 520 participants, including shareholders,
managers, and practitioners of small- and medium-sized tourism
and hospitality enterprises in Macao. The questionnaires were
distributed through mobile phones and printed paper. The
researcher made the respondents complete the questionnaires
either online or off-line and then return them by using the
“questionnaire star” website to publish questionnaires and on-
the-spot questionnaires. All personal information of respondents
was strictly kept confidential. To ensure the reliability and
accuracy of data analysis, the questionnaire adopts the methods
of monitoring the response time (not less than 100 s) and
eliminating the questionnaire with too many same options.

Table 1 shows the distribution of the questionnaire, in which 520
questionnaires were sent out and 429 were collected correctly.
There are 317 valid questionnaires obtained after screening. The
effective rate was 73.89%. A total of 317 valid questionnaires were
collected, which exceeded the minimum sample size requirement
by three times. At the same time, the maximum likelihood (ML)
method is used to estimate the structural model, and the data used
are also required to confirm the normal distribution. This article
tested all questionnaire items by using the Harman’s single-factor
test. The explanation rate of variance of the first component
was 19.068%, which is less than 50%. Therefore, the test results
showed that the influence of common method biases is not
serious in this study.

Table 2 shows the Kaiser-Meyer-Olkin (KMO) value, which is
0.877. It shows that the data are suitable for exploratory factor
analysis. It is higher than 0.9. It means that the items in the
scale are consistent, the structure of the scale is good, and the
reliability is high.

Correlation Analysis
Table 3 shows that the correlation coefficient between the
innovation ability and the marketing ability of small- and
medium-sized tourism and hospitality enterprises in Macao

FIGURE 1 | Model of regional soft environment on SMEs in tourism and hospitality in Macao.
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is 0.099. Their correlation is not significant. There is a
significant positive correlation between the other factors. The
AVE square root value of each factor in the competitive
advantage system is greater than the correlation coefficient of
the dimension, indicating that the measurement model of the
competitive advantage factor has sufficient aggregate validity and
discriminant validity.

Confirmatory Factor Analysis
The main parameters and fitting index are shown in Table 4 and
Figure 2. It is shown that the standardized path coefficient of
each measurement item under the competitive advantage factor
system of SMEs is between 0.11 and 0.48. The standardized path
coefficient of each element is between 0.61 and 0.81.

The fitting results in Table 4 show that the competitive
advantage factor system model of small- and medium-sized
tourism and hospitality enterprises in Macao has a good fit. The
research model is effective.

TABLE 1 | Common method biases test analysis.

Component Initial eigenvalues

Total % of Variance Cumulative%

1 12.585 19.068 19.068

2 5.019 7.604 26.673

3 3.445 5.219 31.892

4 2.926 4.433 36.324

5 2.58 3.909 40.233

6 2.377 3.601 43.835

7 2.287 3.465 47.299

8 2.189 3.317 50.616

9 1.917 2.904 53.521

10 1.612 2.443 55.963

11 1.597 2.419 58.383

12 1.526 2.312 60.695

13 1.443 2.186 62.881

14 1.248 1.891 64.772

TABLE 2 | KMO and Bartlett’s sphericity test of competitive advantage.

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.877

Confirmatory Factor Analysis of
Second-Order Model
Although the first-order measurement model of competitive
advantage factor system of SMEs is effective, it is more complex.
Therefore, the researcher tries to make a simpler model. It is
assumed that there is a common second-order factor of the
competitive advantage of SMEs, which affects the performance
of each first-order factor. That means, 37 parameters reflect
the correlation among 8 first-order factors and are replaced
by 8 parameters.

Table 5 shows the confirmatory factor analysis results of the
second-order factors extracted from the measurement model of
the competitive advantage. It shows that the second-order model
of competitive advantage factor system of small- and medium-
sized tourism and hospitality enterprises in Macao is matched
well. Therefore, the second-order model can effectively replace
the first-order model.

Empirical Analysis on the Regional Soft
Environment of Small- and
Medium-Sized Enterprises in Tourism
and Hospitality
The KMO measurement and Bartlett’s sphericity test show
29 variables in the measurement scale of the regional soft
environment factor system of SMEs in tourism and hospitality
in Macao. The KMO value was 0.867, showing that the data
are suitable for exploratory factor analysis. Table 6 shows that
the correlation coefficient between the average value of each
factor of the regional soft environment of small- and medium-
sized tourism and hospitality enterprises in Macao is between
0.215 and 0.383. This shows a positive correlation between the
elements, and the common variation between the elements is not
very high. Therefore, the results of the exploratory analysis can be
analyzed in depth.

In the research model, there are 6 factors, including
government service environment, technology and education
environment, market environment, social and cultural
environment, legal environment, and financial environment,
extracted by exploratory factor analysis represent the source
factors of regional soft environment of small- and medium-sized
tourism and hospitality enterprises in Macao. The fitting results
are shown in Table 7. It can be seen that the model of the regional

TABLE 3 | Correlation analysis of competitive advantage.

Variable H F R M P C X E

Human resources 0.741

Financial resources 0.344** 0.794

Relationship resources 0.297** 0.319** 0.751

Management ability 0.302** 0.279** 0.400** 0.736

Production ability 0.412** 0.236** 0.402** 0.391** 0.817

Innovation ability 0.354** 0.114* 0.174** 0.172** 0.239** 0.707

Marketing ability 0.194** 0.360** 0.302** 0.307** 0.312** 0.099 0.683

Entrepreneurial ability 0.269** 0.317** 0.340** 0.256** 0.354** 0.127* 0.329** 0.717

*p < 0.05; **p < 0.01.
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TABLE 4 | Fitting index of competitive advantage measurement model (N = 317).

Fit χ2 df χ2/df RMSEA PGFI IFI TLI CFI

Model 771.299 601 1.283 0.03 0.757 0.967 0.963 0.967

Criteria <5 <0.08 >0.5 >0.9 >0.9 >0.9

soft environment factor system of small- and medium-sized
tourism and hospitality enterprises in Macao has a good fit. The
research model is effective.

Confirmatory Factor Analysis of
Second-Order Model
Table 8 and Figure 3 show the confirmatory factor analysis results
of the second-order factors extracted from the measurement
model of the regional soft environment factor system of
small- and medium-sized tourism and hospitality enterprises in
Macao. It shows that the second-order model of the regional
soft environment factor system of small- and medium-sized
tourism and hospitality enterprises in Macao is matched well.
Therefore, the second-order model can effectively replace the
first-order model.

Regression Analysis of Regional Soft
Environment on Competitive Advantage
This article uses the regression analysis method before the
structural equation model analysis. The researcher used SPSS
version 26.0 statistical software to preliminarily verify the
relevant research hypotheses of the role of regional soft

environment on the competitive advantage factors of small-
and medium-sized tourism and hospitality enterprises in Macao.
In regression analysis, the variable is unidimensional, and the
average value of the measurement index can replace its value. But
the internal consistency coefficient of the measurement index is
generally required to be greater than 0.7 (Khalil et al., 2021; Li
et al., 2021). In this study, the internal consistency coefficient of
the regional soft environment and competitive advantage factor
system measurement scale is greater than 0.7. Therefore, it can be
replaced by the average value of each measurement item.

This study explores the influence of the regional soft
environment on the competitive advantage system of small-
and medium-sized tourism and hospitality enterprises in
Macao. This study adopts the hierarchical regression method
and takes the “Enter” method into the control variables of
enterprise type, size, and establishment time. The researcher
used the “STEPWISE” method in the various elements of the
soft environment. Regression analysis selects the factors that
significantly influence the competitive advantage variables and
regional soft environment variables of small- and medium-sized
tourism and hospitality enterprises in Macao.

Structural Equation Model Analysis
This study puts forward the theoretical model and related
hypotheses of the mechanism of the regional soft environment
on the competitive advantage factors of small- and medium-sized
tourism and hospitality enterprises in Macao. The researcher
drew the corresponding initial structural equation model using
AMOS version 24.0 software, as shown in Figure 4.

FIGURE 2 | The competitive advantage measurement model.
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In the initial model, six exogenous latent variables
(i.e., government service environment, social and cultural
environment, legal environment, market environment,
technology and education environment, and financial
environment) are measured by 29 exogenous observable
variables. There are eight endogenous latent variables (i.e.,
human resources, financial resources, relationship resources,
management ability, production ability, innovation ability,
marketing ability, and entrepreneur ability) measured by 37
endogenous observable variables. The causal relationship
between 6 exogenous latent variables and 8 endogenous latent
variables is reflected by 14 hypothetical paths.

The influence of the three control variables of enterprise type,
size, and establishment time on the dependent variables did not
reach a significant level in the regression analysis. Therefore, they
are not included in the structural equation model. According to
the initial structural equation model diagram, the standardized
path coefficient of each measurement model is greater than
0.6, which indicates that the measurement model has a good
structure. The normalized path coefficients of all the variables
were above 0.5, the corresponding composite reliability (CR)
values were greater than the reference critical value of 1.96, and
the relevant standardized path was at least at the level of p = 0.01.
Therefore, it can be considered that the path CR value between
most endogenous latent variables and exogenous variables is
greater than 1.96. This indicates that the correlation path is
statistically significant, at least at the p = 0.05 level.

Modified Structural Equation Model
This study further optimizes the model structure by optimizing
the structural equation path, which is insignificant. The
optimized model structure is shown in Figure 5.

It can be found that the standardized path coefficient of each
measurement model is greater than 0.6, which indicates that the
measurement model has a good structure.

Table 9 shows that the value of χ2 of the modified model
is 3,210.155 (df = 2,059). The value of χ2/df is 1.559, which is
<2, indicating that the fitting effect is good. Therefore, this study
believes that the model fit meets the standard. This shows that
data can support the model in this article, and it can be considered
that the model structure is very good.

DISCUSSION

The tourism and hospitality industry in the world has remained
at its boom with the increasing dominance of economy in Macau.
The economic dependence in Macau has experienced extreme
changes while keeping the service economy at its boom. For
understanding the activities of SMEs, this section discusses the
study analysis in the light of previous studies. The results revealed
that, over the years, economy in Macao had achieved sufficient
economies of scale. Indeed, the study analysis showed that
booming service sector (i.e., tourism and hospitability) in Macao
affects the social, educational, innovation, and technological
environment, thus gaining a competitive advantage. As a result,
competitive advantage factors deserve considerable attention

from researchers and entrepreneurs, causing the tourism boom
to increase the economic welfare of Macau.

A total of 317 valid questionnaires and research data were
obtained based on the questionnaire survey of small- and
medium-sized tourism and hospitality enterprises in Macao. In
this study, the exploratory factor analysis and confirmatory factor
analysis are used to test the validity and reliability of the regional
soft environment and competitive advantage factor system of
small- and medium-sized tourism and hospitality enterprises
in Macao. The researcher used regression analysis, structural
equation model analysis, and one-way ANOVA analysis to verify
the theoretical model and research hypothesis of their regional
soft environment and competitive advantage factors. Necessary
tests and corrections finally determine the theoretical model. The
researcher tests the hypothesis through regression and structural
equation analyses.

The path hypothesis results of the structural equation
model are shown in Table 10. The prior research reveals
that government services significantly influence enterprise
success. The study shows that the non-market forces have
mastery over all kinds of resources. The government ensures
the economic development of a country by aggressively
contributing toward socio-economic welfare. In particular,
the government service environment positively contributes
to the survival and development of the enterprise (Amit
and Schoemaker, 1993; Shah et al., 2019). The government

TABLE 5 | Fitting index of second order model for competitive advantage
(N = 317).

Fit χ2 df χ2/df RMSEA PGFI IFI TLI CFI

Model 820.797 621 1.322 0.032 0.778 0.961 0.958 0.961

Criteria <5 <0.08 >0.5 >0.9 >0.9 >0.9

TABLE 6 | Correlation analysis of regional soft environment.

Variable G S L U T N

Government
service environment

0.730

Social and cultural
environment

0.308** 0.683

Legal environment 0.352** 0.295** 0.731

Market environment 0.263** 0.259** 0.264** 0.696

Technology and
education
environment

0.237** 0.338** 0.215** 0.350** 0.746

Financial
environment

0.358** 0.297** 0.383** 0.395** 0.324** 0.699

**p < 0.01.

TABLE 7 | Fitting index of regional soft environment measurement model
(N = 317).

Fit χ2 df χ2/df RMSEA PGFI IFI TLI CFI

Model 608.67 362 1.681 0.046 0.739 0.934 0.926 0.934

Criteria <5 <0.08 >0.5 >0.9 >0.9 >0.9
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FIGURE 3 | Second-order model of regional soft environment measurement.

TABLE 8 | Fitting index of second-order model for regional soft environment
(N = 317).

Fit χ2 df χ2/df RMSEA PGFI IFI TLI CFI

Model 624.803 371 1.684 0.047 0.755 0.932 0.925 0.932

Criteria <5 <0.08 >0.5 >0.9 >0.9 >0.9

encourages labor migration by losing travel restrictions, thus
helping Macao achieve economic prosperity. Based on this
statement, the findings are consistent with the studies (i.e., H1,
H2, H3, and H4).

Leveraging the competitive advantages in Macao, its
unique regional innovative benefit suggests a socioeconomic
improvement in sustainability in Macao (Government of Macao,
2016). Accordingly, the results show that H5 does not support
the previous literature. The result contradicts the assumption
formed in the literature section. Perhaps, in the light of study
findings, the current situation of development in Macao requires
stability with having numerous strategic opportunities. Apart
from the rising crises in the government service support, the
government should reinforce the confidence in the economic
sector in Macau, thus ensuring sustainable development and
competitive advantage. Consistently, the study shows that
regional innovation brings numerous benefits for SMEs (Crotti
and Misrahi, 2017). The innovation ability plays an integral
role in cultivating an innovative cultural environment where
the innovation performance largely influences the relationship
between the societal members (i.e., individual and enterprise).
Perhaps, innovation systems build an interactive association
among the economic actors, thereby achieving competitive
advantage. Consequently, the government should help the SME
clusters, performing regular operations (Jiang and Tan, 2020).

Similarly, analysis shows that H2, H11, H13, H14, H16,
and H26 were supported, but not significant. Accordingly, the
study shows that the competitive advantage of SMEs largely
depends on the innovation ability of knowledge and technical
connection between the firms (Guohong and Lijun, 2005). Given
this statement, the study results record a positive relationship
between the technology and knowledge environment, production
ability, innovation ability, and entrepreneur ability. Based on the
analysis, H21, H22, and H23 were supported. Perhaps, in addition
to these results, other hypotheses are also supported.

CONCLUSION

Macao has gained immense economic achievements related to
GDP, social welfare, life expectancy, and employment rates.
However, in the previous years, the socioeconomic strength in
Macau has decreased. The study shows that the rapid shift in
economic structure in Macau has entered a period of decline.
Consequently, the research topic raises several questions on
the broad-based foundation of socioeconomic sustainability and
development in Macau. The growing concerns of the research
about environmental, social, local, and economic consequences
in Macau have made this study a significant contribution to
the development in Macau. Accordingly, the findings show that
tourism and hospitality industry in Macau has encountered
numerous problems regarding the progress in Macau. Indeed,
these problems should be addressed, thus gaining long-term
sustainable development and competitive advantage. The finding
reveals that small- and medium-sized tourism and hospitality
enterprises in Macau need proper development. The study
witnessed that the support policies issued by the Macao SAR
government have not improved the management ability and
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FIGURE 4 | Initial structural equation model.

innovation ability of small- and medium-sized tourism and
hospitality enterprises. The support policies and government help
to alleviate the market weakness of SMEs.

On the contrary, the government service environment has a
significant positive impact on the ability of an entrepreneur. The
government has offered free paid courses for business, enhancing
the ability of an entrepreneur. The government may give too
much support and help to the SMEs. Most of the enterprises are
waiting for the support of government. The social and cultural
environment in Macao can provide strong potential power for the
management ability and business activities.

The law in Macao comes from the Portuguese law system.
Therefore, the impact of laws of Macao on the acquisition of
financial resources and the promotion of entrepreneur ability
and innovation ability is not obvious. The market of Macao is
really small, which leads to the market environment having no
significant impact on human resources. The local education and
technology development cannot help economic development.
The market lacks venture investors in Macao. Enterprises cannot
obtain funds through angel financing or risk financing.

Study Suggestions for Small- and
Medium-Sized Enterprises
The SMEs in tourism and hospitality in Macao should use its
regional soft environment. It can be found that the current

regional soft environment of Macao is conducive to the
survival and sustainable development of small- and medium-
sized tourism and hospitality enterprises in Macao from the
research conclusion. Macao has a good social environment, and
the Chinese central government also gives special support to
economic development in Macau. The Macao SAR government
has issued many supportive policies for SMEs. Therefore, the
small- and medium-sized tourism and hospitality enterprises
in Macao should make good use of this opportunity to
develop themselves. They had better try their best to improve
the quality of products and services. These enterprises must
abandon the erroneous concept of relying on the government for
development. A hypothesis shows that the government service
environment has a negative impact on the innovation ability
of enterprises. This also makes enterprises think about using
the support policies of the government. If they do not make
good use of the support policies of the government. Every
enterprise takes obtaining government funds as the condition
for survival and development, and such enterprises will die out
slowly in the future.

The small- and medium-sized tourism and hospitality
enterprises in Macao should face up to the problems in the
development. There are many problems in developing small-
and medium-sized tourism and hospitality enterprises in Macao.
It can be found that the support policies issued by the Macao
SAR government have not improved the management ability
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FIGURE 5 | Modified structural equation model.

TABLE 9 | Goodness of fit by modified model.

Fit χ2 df χ2/df RMSEA PGFI IFI TLI CFI

Model 3210.155 2059 1.559 0.042 0.710 0.876 0.869 0.875

Criteria <5 <0.08 >0.5 >0.9 >0.9 >0.9

and innovation ability of small- and medium-sized tourism and
hospitality enterprises from the research results. The market
environment does not promote the development of human
resources. During this period (COVID-19), the researcher has
seen that labor market in Macao is against foreign workers,
while enterprises are unwilling to employ local workers in
Macao. This fully shows that the development of economy
in Macao has not promoted the development of local human
resources in Macao. The current financial environment in Macao
is developing very well. The financing and lending environment
in Macao are relaxed. However, these favorable conditions did
not promote Macao entrepreneurs to develop their enterprises
actively. Therefore, if the small- and medium-sized tourism and
hospitality enterprises in Macao want to survive and develop
sustainably, they must face these problems because H16 shows
that the market environment in Macao is not significant for
the human resource development of enterprises. This problem
has a long history. Since 1999, economic development in Macao
has depended on foreign capital and the migration of foreign
populations. The market and talent scale in Macao are very
small. At present, the central government will coordinate the

development of Hengqin with Macao. The small- and medium-
sized tourism and hospitality enterprises in Macao should grasp
this environmental factor. This can be done through the joint
development of the two places to realize the further development
of the enterprise.

Suggestion for Macao SAR Government
The Government Should Reduce Part of the Cash
Support for Small- and Medium-Sized Enterprises
It can be found that the government service environment is not
conducive to the development of innovation ability of small-
and medium-sized tourism and hospitality enterprises in Macao
from the research results. This shows that these enterprises
have lost their innovation consciousness and ability because of
government support policies. It is consistent with the views
of many entrepreneurs during the interview. Therefore, the
Macao SAR government should review the support policies
for SMEs. The government should expand from the original
single financial support and tax relief to more aspects. The
government should reduce financial support and turn to technical
and sales support. The government can support them through
government procurement.

The Government and Society Should Be Able to
Accommodate New Small- and Medium-Sized
Enterprises in Tourism and Hospitality
The government environment and social environment in
Macao can significantly affect the resources and capabilities
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TABLE 10 | Results of hypothesis.

No. Hypothesis Validation results

H1 The government service environment has a significant positive impact on the financial resources of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H2 The government service environment has a significant positive impact on the management ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported and Non-
significant

H3 The government service environment has a significant positive impact on the marketing ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H4 The government service environment has a significant positive impact on the entrepreneur ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H5 The government service environment has a significant positive impact on the innovation ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Not Supported

H6 The social and cultural environment has a significant positive impact on the relationship resources of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H7 The social and cultural environment has a significant positive impact on the management ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H8 The social and cultural environment has a significant positive impact on the production ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H9 The social and cultural environment has a significant positive impact on the marketing ability of small and medium-sized
tourism and hospitality enterprises in Macao.

Supported

H10 The social and cultural environment has a significant positive impact on the entrepreneur ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H11 The legal environment has a significant positive impact on the financial resources of small and medium-sized tourism
and hospitality enterprises in Macao.

Supported and Non-
significant

H12 The legal environment has a significant positive impact on the relationship resources of small and medium-sized tourism
and hospitality enterprises in Macao.

Supported

H13 The legal environment has a significant positive impact on the entrepreneur ability of small and medium-sized tourism
and hospitality enterprises in Macao.

Supported and Non-
significant

H14 The legal environment has a significant positive impact on the innovation ability of small and medium-sized tourism and
hospitality enterprises in Macao.

Non-significant

H15 The market environment has a significant positive impact on the relationship resources of small and medium-sized
tourism and hospitality enterprises in Macao.

Supported

H16 The market environment has a significant positive impact on the human resources of small and medium-sized tourism
and hospitality enterprises in Macao.

Supported and Non-
significant

H17 The market environment has a significant positive impact on the management ability of small and medium-sized tourism
and hospitality enterprises in Macao.

Supported

H18 The market environment has a significant positive impact on the production ability of small and medium-sized tourism
and hospitality enterprises in Macao.

Supported

H19 The market environment has a significant positive impact on the marketing ability of small and medium-sized tourism
and hospitality enterprises in Macao.

Supported

H20 The technology and education environment has a significant positive impact on the human resources of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H21 The technology and education environment has a significant positive impact on the production ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H22 The technology and education environment has a significant positive impact on the innovation ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H23 The technology and education environment has a significant positive impact on the entrepreneur ability of small and
medium-sized tourism and hospitality enterprises in Macao.

Supported

H24 The financial environment has a significant positive impact on the financial resources of small and medium-sized tourism
and hospitality enterprises in Macao.

Supported

H25 The financial environment has a significant positive impact on the marketing ability of small and medium-sized tourism
and hospitality enterprises in Macao.

Supported

H26 The financial environment has a significant positive impact on the entrepreneur ability of small and medium-sized
tourism and hospitality enterprises in Macao.

Supported and Non-
significant

of enterprises. However, from the previous handling of
the Uber incident in Macao, the Macao government and
society have a low degree of accommodation for emerging
tourism and hospitality enterprises. This will affect the

long-term development and competitiveness of tourism
industry in Macao. Therefore, this article suggests that due
to the great impact of the government service environment
and social environment, the government level should
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accommodate new enterprises and new businesses with a more
inclusive attitude.

The Government Should Promote and Improve the
Legal Development
It can be found that the legal environment of Macao is
not conducive to the development of financial resources,
entrepreneur ability, and innovation ability of small- and
medium-sized tourism and hospitality enterprises in Macao from
the research results. This shows that the current legal system
of Macao lags behind economic development. The small- and
medium-sized tourism and hospitality enterprises in Macao need
a perfect legal system to survive and sustain development. A few
years ago, the exit of the Uber automobile in Macao showed
that the laws of Macao do not contain the emergence and
development of emerging industries. The laws do not give the
new industry a trial-and-error mechanism. Therefore, the law
is seriously behind the development of economy in Macao.
The government should promote the relevant legal construction.
They could learn and refer to the model of Hong Kong and
the Mainland of China. They had better timely adjust the legal
provisions. The Legislative Council of Macao should also discuss
the legislative work instead of developing the legal system in
waiting and coping. In the process of mediating effect hypothesis,
this article finds that the legal development of Macao is getting
better and better. Since Macao is heavily dependent on tourism,
the laws of Macao should be formulated and adjusted in line

with the small- and medium-sized tourism and hospitality
enterprises in Macao.

This way, it could help and promote the survival and
sustainable development of small- and medium-sized tourism
and hospitality enterprises in Macao. This study conducted
extensive field research and verified the validity of the theoretical
views and research hypotheses.
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