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Abstract

This pgper aks whether, despite the difference in political ideologies politica
dructures and levd of economic devdopments, the Hong Kong SAR and the People's
Republic of China are converging in ther labour-market policies and employment
policies With the advent of economic reforms in China dnce 1978 and the
ubsequent reforms in State-Owned Enterprises (SOES), it is now evident tha China
has become a trangtiond economy with a ‘nascent’ labour-market evolving out of the
command economy modd, and it may be argued moving from a classc ‘datis’ case
to reatively more centrig pogdtion on the spectrum of labour-markets. On the other
hand, Hong Kong may be seen as moving from an open labour-market in a ‘ques-
laissezfareé economic moded, to a rdativdy more ‘interventionist’ case, as arguably
government action increases in the wake of the Adan crisgs. The authors argue that a
relative degree of convergence, dbet within the condraints of the respective politica
and socid systlems, may beincreasingly gpparent.
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I ntroduction

Among the many Asa Pecific countries, it is mog interesting to examine the diversty
and posshly ‘soft’ (thet is, reative) convergence of Hong Kong with its mainland
‘mother-country’ (see Warner 2001). The 150 years of British colonid rule in Hong
Kong ended on 30 June 1997 with the return of sovereignty to the People€'s Republic
of China (PRC). In view of the huge gap in politicd ideology, politicd sructures and
level of economic development, Hong Kong became a Specid Adminigrative Region
(SAR) of China Table 1 compares the two places in terms of economic and socid
indicators.

Despite the difference in their political ideologies, politicd sructures and levd  of
economic developments, this paper asks whether Hong Kong and its mainland are
now reaivdy oconverging economicaly and more specificdly ther labour-market
polices and employment polices. With the advent of economic reforms in China
gnce 1978 and the subsequent reforms in State-owned Enterprises (SOEs), China has
fast become a ‘trangtiond’ economy, as economids cdl these, with a nascent labour-
maket evolving out of the former command-economy modd. It has been moving
from a dassc ‘dait’ modd to a more centrig postion on the spectrum of Iabour-
markets.  On the other hand, Hong Kong we conjecture may be moving from an open
labour-market in a quas-assez-fare economic modd, to a rdaivdy more
‘interventionis’” mode.

The impact of the Adan financid criss on unemployment across the Ada Pecific
region has been uneven. Unemployment rates have varied from a higher leve in those
economies that have been serioudy affected by the criss to a lower one in those less
dafected (Warner, 2001, p.9). Those economies with officid unemployment rates in
1998 of under 5 percent induded Jepan, Mdaysa, Singapore and Tawen; those just
over this leve were Hong Kong, South Korea and Thaland; Indonesa was a specid
case. The Peopleé's Republic of China was an even more speciad case where officidly
the jobless rate was 3.5 percent (but in redity was much higher and perhaps as high as
10 percent); indeed, in some regions, it was very much higher. By 2000, these
unemployment figures across the Ada Pacific region were lower in some cases but
the ranking has remained broadly the same. The cregping recesson in the world
economy in 2001 began to push these rates higher again. The Stuation after the World
Trade Center bombings in New York City will no doubt create further economic
uncertainty (see The Economigt, 22 September, 2001, p. 86).

How far has government action regarding the growth of unemployment increased in
the weke of the Adan financid crigs? How far has this been the case in both
locations? How relative have been these shifts? This article examines the evidence for
convergence in labour markets developments of Hong Kong (SAR) and Mainland
China (PRC) in the late 1990s. Various hypotheses are derived from the early work on
this topic by Dunlop, Kear and colleegues (for example Dunlop & d, 1975, Kaerr,
1983, 1988 and 0 on) in the pos-World War Two period. The data, we bedieve, are
suggestive that convergence may be occurring in our chosen geographical locations®.

Insert Table 1 about here.



CONVERGENCE REVISITED

According to Clak Ker (1983), ‘convergence means ‘the tendency of societies to
grow more dike to devdop dmilarities in structures, processes and performances),
while ‘diversty’ refers to ‘the exisence of vaiety in these dements (p3). In
Industrialism and Industrial Man Reconsidered, two decades after the origina work
was published, Dunlop et d (1975) reiterated thet ‘the process of convergence moves
sometimes faster and sometimes dower and is, on occasion, reversed, but it is a long-
run devdopment of fundamenta dgnificance It points to the direction of change
(p37).

On reflection of the idea of ‘plurdigic indudridism’, Ker (1983) added tha ‘we
were correct in suggesting that the range of actud economic structures would narrow
to those that could be identified as plurdidic, but we should have daified that we
were not necessxily implying the padld devdopment of plurdidic politica
sructures. We should have mede cdear that we were taking essentidly about
economic and not about politicd plurdisam’ (p28). Kerr's qudification to ther theory
of ‘convergence on plurdidic indudridian’  coincides with Tinbergen and  his
colleegues limiting their theory of ‘convergence on the optimum’ to ‘economic
agpects of society and left as open questions whether convergence leads to common
political ructures (Kerr, 1983, p27). Nevethdess Tinbergen (1959, quoted in Ker,
1983, p13) was correct to say tha economic regimes of whaever kind have to a
consgderable degree, common tasks and objectives. These tasks and objectives include
seeking to maximize the wefare of the people today and establishing an optimum rate
of growth into the future. The two major means of achieving these results are the
market and the State plan.

In an aticle entitted Labour-markets: Their Character and Consequences, Kerr
(1950) digtinguished between five types or ‘modds of labour-markets: the ‘perfect’
market; the ‘neoclassica’ or not quite perfect market; the ‘naturd’ market where, on a
ubgtantid bass and not jus as minor imperfections individud lack of knowledge,
lack of skills, economic and non-economic cods of trandfer, and inetia dl enter in
with mgor consequences, the ‘inditutiona’ market influenced or even controlled by
policies and actions of employers of unions, and of both together; and ladtly, the
‘managed’ market (Kerr, 1988, p22-3).

The essence of the ‘managed” market is that government actively intervenes in the
wage and employment determination process to ensure that the labour-market
operates in a competitive fashion. Two diametricdly opposte approaches ae
posshle. One is to use government power to bresk up dl monopoligic dements in
product and labour-markets, thereby creating a competitive market dructure. The
second gpproach improves on the undesrable performance of the naurd and
inditutional markets by having government intervene directly on an orrgoing bess in
the opedion of the labour-market, such as fadlitating job searches through the
provison of moving subgdies to unemployed workers and providing work for the
hard core unemployed through government jols programs (Kaufman, 1994, p165-6).



The concept of ‘convergence’ aso had been discussed by many scholars not only by
the earlier ones cited (for example, Kerr, 1983;1988) but dso contingency theorids
(for example, Pugh and Hickson, 1996) from, say the ‘Agon Schodl’, in that they
agued tha busness organizations around the world have become more like each
other than different due to common effects of gze, technology and so on. Critics from
a contrary line, the ‘Aix School’ which argued that ‘societd’ differences Hill remain
(see Maurice and Sorge, 2000). Rowley (1997) had quedtioned ‘convergence in
HRM in Asa Pacific and presented an overview of the debate on palitica/sructura
and culturd/societd condraints.

Additiondly, the debate about convergence has become subsumed under the broader
discusson of ‘globdization” (for example by economic geographers like Dicken,
1998) by which economies become more dike due to the pressures of world-wide
competition, notwithstanding the Chinese economy (see Nolan, 2001)2 Pugh and
Hickson (2002) have updated ther thoughts on ‘convergence in a crossculturd
stting. We use the term ‘convergence to explore the trends in the two cities and
systems, therefore employing it at these two levels.

Many sources (for example, the World Factbook 2000) agree that Hong Kong has
long been a modd of a ‘free-market economy’. Before it became a SAR, this
characteristic was undoubtedly apposite and it does remain recognizebly ‘capitdidt’;
this source. This argues that the Chinese leadership from 1978 onwards has been
moving the manland economy ‘from a duggish Sovig-dyle centrdly planned
economy to a more marketoriented economy but ill within a rigid politicd
framework of Communist Party control, as described in detail below’ (ibid.).

The concept of ‘convergence’ was chosen because it was deemed gppropriate in order
to sudy the ways in which urban labour markets are affected by common forces in the
economic  environment. Both Shangha and Hong Kong share the Chinese culturd
sHiting but not the indtitutiona one (see Ng and Lee, 1998). What we are discussng
in this atide is how given the new politicd satus of Hong Kong and the shared
culture with the manland China, it may see convergent tendencies in pite of other
differences we have noted.

ECONOMIC REFORMSIN CHINA

Economic reforms in China can be classfied into those of enterprises (both State and

non-State enterprises) and those of markets (both output and factor markets) (Otsuka,
Liu, Murakami, 1998, p5). Reforms of SOEs ae intended to drengthen profit

moatives, thereby enhancing firms productive efficiency.

Reforms of such enterprises, however, are not enough. In order to make profit-seeking
a usful principle to guide enterprise behaviour, market prices must be determined in
accordance with supply and demand forces. Market competition between State and
non-State enterprises needs to be drengthened to nurture truly efficient enterprises
and to diminae or put pressure on inefficent ones by squeezing their profits. With
the opening up of the economy in Deg Xiaoping's era the Third Plenum of the
Chinese Communist Party’s Centrd Committee in 1978 introduced a comprehensve
program of sweeping changes to the previous sysem of economic planning and
management in the urban-indugtrid sector. Centrd planning and control over resource



dlocation, pricing and didribution have been drawn back to permit the operation of
market forces. Forms of non-State and foreign-funded enterprises have been dlowed
to devdop and thee have injected a poweful new competitive force into the
economy. The magor competitors of State enterprisess are the rapidly growing
township-village enterprises and foreign enterprises, edablished and controlled by
township and village governments. These enterprises often cooperate with SOEs and
foreign enterprises. In 1978, with the onst of Deng's reforms, over four-fifths of
Chinese indudrid output was produced by SOEs by 1999, this proportion had been
reduced to 26 percent® .

In order to achieve efficient resource dlocation in the econromy as a whole, nation-
wide labour-markets need to be developed which will be cgpable of redlocaing these
workers engaged in low-productive jobs to highly productive ones (see Meng, 2000).
The oft-decried “iron rice-bowl” was a mgor reason for poor productivity. Prior to the
economic reforms in 1978, the dlocaion of labour resources was by far the furthest
from the market mechaniam. In accordance with the principle of “unified employment
and assgnment”, State labour bureaux a centrd and locd levds had exercised a
virtud monopoly over the dlocation of urban labour, induding both menua workers
and technicalprofessond dgaff in both State and “big collective’ sectors (White,
1987,p 115). Job assgnment was based on State planning, with little consderation for
persond preferences. Employment through assgnment gredudly extended to include
dl those entering the labour force, induding demobilized army personnd. Labour
mobility was tightly controlled, interregiond trandfears, egpecidly trandfers from
underdeveloped to comparatively developed aress, was very difficult if not impossble
(Han and Morishima, 1992) owing to the household regidration sysem (the hukou
system) and grain rationing system.

The young school leavers were assigned to a work-unit (danwei) which registered
their dtizenship satus (hukou) (see Cheng and Sddon, 1994). This cultivated in the
young people a mentdity of dependence, thinking that the State should give them
jobs. Although, in theory a lead, individuds were not committed to workplaces
agang thar will, refusd to join an officdly assgned danwei could have serious
repercussons, ranging from falure to find a permanent workplace to a politicaly
tanted record. After job assgnment, the individud found it hard to move from his or
her origind unit in the face of bureaucratic obdacles (indde and outsde the
enterprise) and other externd controls, notebly the hukou sysem and the ration
coupons. Mismatching of people to jobs often resulted in discontentment, and thereby
poor productivity and low morde Conseguently, the unified employment and
assgnment sysem had lowered the qudity of the employees as a whole and weas
implemented a the expense of lowering labour productivity. A manager’s power to
digmiss workers and workers moativations to move were both week. In terms of job
mohility, the consequences in urban China after 1960 were “low leves of intefirm
trandfers, high levels of regiond and enterprise autarky, and risk averse drategies of
advancement that discouraged firm switching” (Davis, 1992, p1084).

RESEARCH METHODS
The fidd research on which this aticle is based was caried in Shangha and Hong

Kong over the years 1998 and 1999 (with previous reseaerch, only used as a point of
reference, having been undertaken by one of the authors in the mid-1990s- see



Gooddl and Warner, 1997). The present sudy concentrates on data collected in
1998/9 only but interpretation has been made using cited concepts and research
published before this) .

The two cities were chosen because they are the two mgor cities on the eastern sea-
board in the now re-united China They are dso rivds for the preeminent podtion as
top financiad centres not only for the PRC but dso for East Ada Shangha is the more
populous dty with nearly 15 million inhabitants, agang Hong Kong's 7 million; with
a work-force regpectivdy of aound 85 million agang 35 million respectivdy ( in
the year 2000). But both are compaable in that they are both economicdly pre-
eminet in thar regpective regiond/naiona settings. We would ague that by
choosng the main business and financid centre in Mainland China, we can then have
a sound point of comparison with Hong Kong and thus show the main potentid for
convergence.

The main research method employed was openended quditeative interviews (n=>50)
with policy-makers, managers, trade union representatives, workers and unemployed
pesons in 1998/1999, & wel as collection and interpretetion of primay and
secondary  documents, newspaper articles, datistics etc. Materid collected from web-
gtesin both locations was aso used.

Vidts were made to various government departments including the Labour and Socid
Security Bureau in Shangha and the Labour Depatment in Hong Kong. The
operdion of placement sarvices, re-training sarvices and socid security insurance hed
been observed. To better understand the labour markets in Shangha, vidts were made
to the re-employment centres, the talent markets fencai shichang) and the job bazaars
for the demobilized army (budui). State-managed socid community service centres
and indudrid centres for the respective purposes of sdf-employment and job-creation
were dso visited during the fidd research in 1998/1999.

Figure 1 shows a summary of the hypotheses we have formulated on the possble
convergence of the Chinese mode towards that of the Hong Kong SAR modd. These
ae based on arguments grosso modo, that the forces of globdization via the
mechanisms of maketization - as exemplified by the Dengis market reforms since
1978 - has led to posshly convergent consequences in terms of labour-rdaed
varigbles.

We now set out in turn the main six hypotheses we have formulated in the light of the
above. We believe thisto be asengble procedure and ded with each of what we
consder to be important dependent variables in labour-market terms. In each case, we
go from thegeneral to the particular, snce we are attempting to see the effect of the
broader phenomenon of marketization affecting specific labour -market varidblesin

the two respective city-locations, other things being equd.

First, we argue thet the greater the degree of marketization, the more labour -market
policies will converge. The degree of marketization, we argue, hasacted asa ‘ push
factor moving the Chinese labour -market towards the centrist position in the spectrum
of labour -markets noted above. Second, the greeter the degree of marketization, the
greater the chances of unemployment and downsizing. The structurd reforms pursued
by the Chinese government, we argue, will tend to displace surplus labour from



employment in state-run firms. Third, the greater the degree of marketization, the
greater the chances of re-employment, by which we mean, the opening-up of job
opportunities where market-led demand has grown. Fourth , the greater the degree of
marketization, the greater the chances of salf-employment, whereby growth in
consumer demand and structurd reform will encourage small-scale employment
opportunities. Fifth, the greater the degree of marketization, the higher the likelihood
of employment moving from the State sector to the private sector. Thiswill be
increasingly the case where structura reform has caused SOEs to shrink or close
dtogether. Last, the greater the degree of marketization, the more the two systems of
human resource management (HRM) will converge, as the formerly ‘iron rice bowl’
modd is ended and a‘ market-led” employment system is introduced.

MARKETIZATION AND LABOUR MARKETS

We will now atempt to ‘test’ each of the hypotheses, set out in Figure 1, vis a vis its
exemplification in Shangha, compared with Hong Kong. The results of our
investigation are presented systematicaly under each heading. There then follows a
wider discussion section.

Insert Figure 1 about here

Hypothesis 1: The greater the degree of marketization, the more labour-market
policies will converge.

One important impact of the market reforms is a generd broadening of work options.
SOEs, dthough ill a mgor employer, are no longer the only choice available. There
ae collective and private enterprises, and increesng numbers ae pursuing the
entrepreneuria  track, with government encouragement. The exigence of private
enterprises was legitimised with the amendment to the Conditution in 1988.
Employment  opportunities now exig in Sno-foreign joint ventures or wholly owned
foreign companies. As a result, the employment sysem has become relativdly more
flexible.

The squeamishness in the use of terminology before 1994 (‘wating for employment’
(daiye) ingead of ‘unemployment’ (shiye), and ‘labour service market’ (laowu
shichang) ingead of ‘labour-market’ (aodongli shichang) has disgppeared (Chang,
1995). The practicd policy proposds have cealy been amed a changes in the
direction of a ‘labour-market’ which, according to White (1987), possesses two
important characteristics (i) employment is entered into on the bads of an agreement
between employer and employee, and terminated on the initiative of both or either
paty (subject to any contractud conditions). (i) There is an exchange of labour
power for a certain amount of remuneration, usudly but not excdlusvely in the form of

wage labour power is s0ld as a commodity in a maket, based on voluntary
agreement. The ‘dark gde of this new, ‘freg labour-market has been explored by
authors like Chan (2000).

On the labour-market supply sde, workers have condderable freedom over ther
choice of employment. In contrast to the inflexible monalithic State docation system



that dominated the pre-reform era in the PRC in generd and Shangha in particular,
workers now enjoy multiple avenues in search of jobs induding sdf-initisted cdls,
dreet posers, word of mouth and persona recommendetions from friends and
relatives (as indeed was long the case in Hong Kong). On the demand side, employers
adopt market and profit-driven policies With coss and the imperdives of the labour-
market in mind, employers utilise various modes of recruitment and reward sysems
to secure workers in short supply (such as technical workers) as opposed to workers in
plentiful supply (such as semi-skilled and unskilled workers). To compete for skilled
workers that are in short supply, enterprises can offer atractive wages. Wages and
working conditions may now coordinae the movement of labour from low to high
waged jobs. Labour exchanges have been sat up and private firms are free to recruit
fredly.

Affected by back-wash of the Adan financid criss, the unemployment-rate in Hong
Kong reeched a record height of 6.3 per cent in February to April 1999. Altogether,
216,000 persons were out of a job. Hong Kong has never experienced such a serious
unemployment Stuation for more than three decades. Accordingly, the Stae
intervened in this mode freemarket economy on a scae not seen previoudy and out
of line with neodasicd economic principles®. A highlevd Task Force on
Employment, chared persondly by the Financid Secretary of the Hong Kong
Government, has met monthly since mid-1998 to promote job-cregtion and to monitor
the employment dtuation, modifying the previous norrinterventionis polices of
ealir years. Further detals of its labour-market policies will be st out in greater
detall in the sections which fallow, to illustrate our overdl argument.

MARKETIZATION, UNEMPLOYMENT AND AND
DOWNSIZING

Hypothesis 2: The greater the degree of marketization, the greater the chances of
unemployment and downsizing.

In September 1997, the Chinese government decided to transform most of its large
and medium-szed SOEs into profitable concerns within a threeyear period, and
change the rules whereby they were managed. The am was the pursuit of a
competitive system in which only the best enterprises would survive (Interntiona
Labour Organization, 2000). There is a comment that athough Zhu Rongji’s plan to
solve the problems of the SOEs within three years may or may not succeed that
quickly, the problem remains as to whether the market can absorb the large number of
workers laid off by these enterprises’ .

Unemployment is, pari passu, growing by the day in Ching the redigtic totd may be
wel over one in ten in many large dities it may be over one in five in parts of the
rus-bet in the north-east (dongbei). The highest reported joblessness cited is in
Lieoning Province with over 224 percent, followed by Hunan with 21.3 percent; at
cty-levd, Chongging a 18 percent and Tianjin with 17 percent, both had noteworthy
high levds of unemployment (see Documentation, 1999, pl106). In 1998, the urben
regisered unemployment rate rose to 3.1 per cent, and the raie of unemployed plus
lad-off workers rocketed to 7.9 per cent in 1998 (World Bank, 2000, p4). SOEs will



adso continue to lay off ther surplus workers. A leading figure in the Chinese
Academy of Socid Sciences recently described joblessness as the biggest chdlenge
currently facing the Chinese economic system; Professor Hu Angang, a CASS labour
economist, cited figures to show that between 1993 and 1997, laid-off workers rose
from 3 million to 15 million (with two in three from the SOEs). He edimated around
10-15 million more coming becoming unemployed in the coming years During 1999,
6.1 million State enterprise workers logt ther jobs (World Bank, 2000, p4). About
196 million workers were lad-off from SOEs in the firs haf of 2000, with a tota
reaching 6.77 million at the end of June 2000 (ibid.).

Shangha has been one of fagtest growing areas in China, however. Table 2 shows that
its economy outgrew the naional average in the last decade or s0. Indeed, Shangha’s
offidd unemployment-rate of 1.4 per cent in 1998 was much lower then tha in the
res of the PRC as well as that in Hong Kong (6.1 percent) but this may be quite
mideading. Indeed, caution has to be pad to differences in definitions. The nationd
definition of unemployment is didinctive in China According to the State Statistical
Bureau, unemployment refers to the urban registered unemployed who possess non-
agriculturd resdence; are within a certain age range (16 to 50 for mae and 16 to 45
for femde); are ale and willing to work; and have regisered with the locad labour
bureau for employment (Chinese Stdidtics Bureau, 1997, p588). Only the openly
unemployed ae digible for unemployment benefits. In fact, another form of
unemployment is perhaps more pervasve - ‘hidden unemployment’ - referring to
workers, often in the State sector, who have been ‘lad-off’ (xiagang). The State
Saidicd Bureau defines ‘lad-off’ workers to be ‘workers who have Ieft their posts
and are not engaged in other types of work in the same unit, but ill maintain a labour
reldionship with the unit that they have worked (Chinese Statigtics Bureau, 1997, p
588). Workers who have been ‘lad-off ae only given living subsidies €henghuofei)
indead of unemployment benefits axd ae not induded in the regisered
unemployment-rate; before long, thexiagang system will be phased out.

Insert Table 2 about here.

An examination of the causes of unemployment in Shangha, ‘hidden’ and open,
reveds an interesting result from the sudy, namely dructurd shifts in employment.
Shangha fdl into the footdeps of Hong Kong in the 1980s and 1990s namdy the
decline of the manufacturing sector, dbeit to a lesser extent. A mare fundamentd
factor leading to the dructurd shift and employment gStuation in Shangha could be
dtributed to the move from commandeconomy to market-economy (see Warner,
1995). The Shangha Statidticadl Bureau reported that as a 30 June 1997, 260,600
‘lad-off’ workers in Shangha needed help in employment. Table 3 shows the nature
of enterprises from which these workers were released and the causes of layoffs. More
than 90 per cent of the layoffs occurred in State owned-enterprises and collective
enterprises. Around 369 pea cent of these enterprises suffered from financia
difficulties and 8.5 per cent had ether gone bankrupt or on the verge of bankruptcy.

Insert Table 3 about here.
Table 4 shows the profile of the workers ‘lad-off’ in Shangha. They share very

smilar charecterigtics to workers retrenched from factories in Hong Kong: middle-
aged, low skilled, and predominantly femde Almogs hdf of the ‘lad-off workers in
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Shangha (47.2 percent) were aged of 41 and above, 72.2 per cent had only junior
secondary qudifications, a dight mgority were femde (534 percent); and 705 per
cent had their previous employment as unskilled workers.

Insert Table 4 about here.

Turning now to our findings on the Hong Kong SAR, we can see that its economy
was more quickly and adversdy hit by the Adan financid criss. The property-market
and the stock-market plunged. Figures reeased by the Land Registry showed 55,178
transactions recorded in the firgt haf of 1998, down 52.3 per cent from the same
period in 1997. The figure is a 385 per cent fdl from the second hdf of 1997. The
vaue of the fird hdf-year transactions in 1998 amounted to $183.97 hillion, down 62
per cent from last year's firgt haf and 52.1 per cent from the second hdf (Ko, 1998).
The Hang Seng Index plunged from 16,800 to around 8,000 in August 1998. Trade
and tourism were badly hit as Hong Kong's trading partners were suffering from even
more severe setbacks. The criss has precipitated a wave of business collapses and
closures that inevitably led to layoffs and retrenchment.

Hong Kong adopts the definition of unemployment as lad out by the Internationd
Labour Organisation, that is, for a peson aged 15 or over to be dasdfied as
unemployed, that person should not have had a job and should not have performed
any work for pay or profit during the seven days before enumeration; and have been
available for work during the seven days before enumerdation; and have sought work
during the thirty days before enumeration (Commissoner for Labour, 2000, p 76).
Moreover, the concept of ‘underemployment’ does not exig in China In the case of
Hong Kong, the criteria for an employed person to be dassfied as underemployed
ae involuntarily working less than 35 hours during the seven days before
enumeration; or has sought additiond work during the thirty days before enumeration
(ibid.).

Padld to busness closures has been the emergence of auderity measures adopted
dsawhere in the private sector to rationdize, consolidate and cut back labour codts.
Downszing, flexi-hiring, flexipay packege, pay-pause, outsourcing, short-time
working, job sharing, extended holidays and leave of asence pattime and
piecework hiring as well as other associated practices of labour-saving measures have
become common practice not only in amdl indudries but dso in the primary sector,
particularly since the Adan financid crisis (Ng and Lee, 1998, p173).

Fortunately, along with the economic recovery of other Adan countries, the economy
of Hong Kong began to resume double-digit growth in the year 2000. Ye, doser
examination of the profiles of the unemployed, paying paticular dtention to ther
previous employment by industry and by occupaion, will reved the fact tha Hong
Kong has nat only trandted from the manufacturing to the service era, but has moved
into a knowledge-based economy. However, mos low -income workers do not have
the necessary sKills or the educationa background to adapt to the new economy.

Hypothess 2 may apply equdly to both Shangha and Hong Kong labour-markets but

it may be even more 0 the cae vis a vis the Manland Chinese labour-markets,
because of thar previous congraints on job flexibility.
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MARKETIZATION AND RE-EMPLOYMENT:
SHANGHAI

Hypothesis 3: The greater the degree of marketization, the greater the chances of re-
employment.

Hypothesis 4: The greater the degree of marketization, the greater of chances of self-
employment.

We teke the above two hypotheses together and then examine possble evidence of
eech, firg in Shangha, then laer in Hong Kong. The main result of the study is
evident here. Marketizetion, we may observe, has enabled the labour-market to move
in a more flexible way, dbeit paradoxicdly with a degree of State-encouragement and
even guidance.

In light of the vas number of people made redundant and the inadequacy of the
insurance system and socid assdance avalable, reemployment in the PRC has
required mobilisation of efforts on a comprehensve scde (Fed interviews,
December, 1998). All State enterprises that make workers redundant are obliged to set
up reemployment sarvice centres (Internationd Labour Organizaion, 2000). Loss
making enterprises can goply for State cofinancing: the Minidry of Finance and loca
sources such as he unemployment fund each provide one third, the enterprise provide
the remaining third.

The responghilities of the Re-employment Centres within enterprises in China are as
follows-

= To make a socid benefit payment equivdent to the levd of unemployment
insurance payments to persons made redundant. After three years of
unemployment redundant daff lose their employment reationship with the
enterprise and are entitted to unemployment insurance or socid assistance,
depending on the case;
To pay dd-age insurance;
To pay hedth insurance;
To pay unemployment insurance;
To provide occupdiond information and reemploymet training
programmes;
= To monitor the progress of redundant saff and to help them to find new

jobs.

In Shanghal, private agencies are redricted and public employment services operae
under near-monopoly conditions. There are 452 regidered employment agencies in
Shanghai, of which 338 are established under the Labour Adminidration Divison thet
indudes didrict and dreet organisations, 110 are operaied by indudtries and socid
organisations like All-China Federation of Trade Unions (ACFTU) trade unions,
Asociation for the Handicapped, Association of Women; and only four of them are
run by private operations (Fidd interviews, Jine 1999). According to the deputy heed
of a Didrict Labour Bureau in Shangha, privately operated employment agencies are
not encouraged because, fird, they are profit-making. Employment agencies run by
the State are free of charge, and those run by the various industries and organisations
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are charged on a cost-recovery bads, second, private employment agencies are not
ale to provide comprehensve savices to the job-seekers (ibid.) (Fidd interviews,
July 1999).

Since 1994, the Regulations on Placement Service, enforced by the Labour and Socid
Security Bureau, set sandards on employment services in Shangha (Fidd interviews,
June 1999). In the pedt, enterprises could only gpply for additiond workers through
the government bureaux. At present, enterprises can register their vacancies with the
placement centres but sdect workers through open recruitment. All the State
edablished agencies are linked verticdly (from city, municipdities, didtricts, to dreet
organisations) and horizontaly among agencies a the same levd. The network aso
linked nine employment agencies st up by the indudries Starting from 1 July 1997,
State-operated employment agencies in Shangha have been inter-connected to
provide red-time information on the job maket to job-seekers (Fidd interviews,
January 1998). Apat from displaying job vacancies informaion on retraning is dso
avalable on the network. Table 5 shows the number of job-seekers registered with the
Shangha Labour Bureau, the number of vacancies received, as well as its referrd and
placement rates.

Insert Table 5 about here.

Pacement officars provide counsdling to job-seekers on labour-market  informeation,
and re-educate those who possess the ‘iron rice-bowl’ mentdity to change in Chinese
enterprises. All counsdlors are traned and ae required to pass a professond
examindion annudly. Oversses traning in Gemany has been aranged for
outstanding counsdlors. The State closdly monitors the dtuation of workers who have
been ‘disassociated fram the State enterprises. The hardship cases are entitled to a
subsigtence alowance (zuidi shenghui butei) of 244 yuan per month when repested
referrds, counsdling, and retraining do not work (Fidd interviews, May 1999). Y,
the Chinese government is extremey careful to baance between stringent procedures
and socid gability. In any case, subssence dlowance is only payable for two years,
after which the unemployed will only be entited to a maximum unemployment
insurance of 400 yuan per month (about hdf the average urban monthly wage in the
PRC a the time) depending on various factors like age, and years of contribution to
unemployment insurance (Fidd interviews, June 1999).

Retraning is often needed prior to successful reemployment. Retraning in
Shangha is free of charge for job-seekers catified to be lad-off &iagang) workers
and unemployed. However, if training is for sdf-development purpose, each trainee
will have to pay 300 yuan (there were just over 8 yuan or Renminbi [RMB] to 1US$
a the time of writing) for joining the course The training programmes, designed,
financed and delivered by the government, are linked to the needs of the market. The
traning-centres are atached to the placement centres, widdy known in Shangha as
tsiendian hou gongchang (employment-sarvice provided in the shop, training in the
backyard). Each class will have about 40 trainees The length of training differs from
job to job: domegtic helpers will be trained for three weeks, sx hours a day; cooks and
technicians will receive training for haf a year, but three days a week. According to
the head of the training-centre visited, as a result of training, the success-rate in job
placement is often boosted from the norma rate of below 30 per cent to as high as 70
per cent for domestic helpers (Fidd interviews, June 1999).
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To open up more jobs for re-employment in Shangha, the government has made use
of job-cregtion drategies. Direct public employment credtion atempts to dleviate
unemployment by creating jobs and hiring the unemployed directly. It targets the
diglaced and the long-term unemployed, with a view to hdping them regain contact
with the labour-market, thereby minimisng the probability of dtigmatisation, skills
obsolescence, and margindistion. To creste more employment opportunities, the
Shangha Labour Bureau invested in minor improvement programmes & the didtrict-
leved, and was successful in cregting over 20,000 vacancies in 1999 (Fidd interviews,
May 1999). These vacancies concentrate on public hygiene paojien), public security
(baoan), environmentd protection (baolui), and the mantenance of public fadilities
(baoyang).

The Baibang Community Service Company (‘Baibang’ meaning ‘a hundred forms of
hdp’) and the Baibang Indudrial Centre are examples of sdf-employment cregtion in
Shangha (Fidd interviews, June 1999). The former will take care of the aged and the
less-educated redundant workers, while the latter will cater for the needs of semi-
skilled workers. The Baibang Community Service Company was set up in 1994 to
meaich the employment needs of workers ‘lad-off’ to the need for family services in
the community. Officids who run the company ae seconded from the Minigry of
Socid Wdfare. They rey on the Didrict Committees to identify xiagang workers and
their gppropricte  skills Government training inditutes provide free traning and
accreditation of the worker’s skills. Promation of the service is through stregt-pogters,
free locd media such as newspapers, tdevison and radio-broadcasts, and word-of -
mouth. Services are developed according to the needs of the neighbourhood, such as,
childcare, ddelly care, cleaning and preparation of meds (Fed interviews June
1999). The company charges a commisson ranging from 20 to 50 yuan from the
workers, and 10 per cent or 50 yuan per job from the family-service recipient. As of
June 1999, the company clamed it was successful in finding jobs for over 200,000
workers over the five years of its exigence (ibid.) (Fidd interviews, June 1999).

Ancther sdf-employment cregtion agency in Shangha is the Baibang Indudrid
Centre edtablished in May 1998 (Fidd interviews, June 1999). A bankrupt State-
owned cod-products factory was redructured into 18 units leased to redundant
worker-entrepreneurs.  The government  provides dart-off loans each ranging from
50,000 to 150,000 yuan. Employess working in the industrid centre should dther be
workers ‘laid-off’ or retired from State enterprises (the ratio is about 70 to 30). The
factory-units share overheads such as a medting-room for busness liaison; cost of
factory management for sarvices like ordering lunch-boxes and sanitaetion matters, and
clericd support for co-ordination with different government departments on payment
of fees They dso benefit from concessons in rent; miscellaneous fees and taxes, and
profit tax. The firg three years are exempted and reduced by haf for the next three
years if 60 per cent of the workers employed are xiagang workers. The idea has been
conddered a modest success as 25 people have left the factory to become sdf-
employed (geitihu) and two others have left to set up ther own business. Four branch
indudtrid centres have been set up adong Smilar lines of support for entrepreneurship
(ibid.). Davis's research in Shangha suggested that ‘Shangha men who became <dif-
employed between 1990 and 1995 were both pushed into this direction by the
unplessant or unrewarding jobs they hdd in 1990 and enabled to take such risks by

14



the persond experience and resources that dlowed them to imagine success in
competitive, risky linesof work’ (Davis, 1999, p39).

MARKETIZATION AND RE-EMPLOYMENT:
HONG KONG

The results of our study vis a vis Hong Kong are interesting here. The Hong Kong
Government now rdies more and more on retraining to cope with the problem of
skills mismaich between supply and demand vis a vis its unemployment profile (see
Table 6) in what has been to dae as close to the neo-cdlasscd economists Iabour-
market as found anywhere (see Meng, 2000, pp. 190-195). The Employees Retraning
Board (ERB) is an independent statutory body set up under the Employees Retraning
Ordinance in 1992. The ERB functions to provide retraning to digible workers to
assig them in taking on new or enhanced <kills so that they can adjust to changes in
the economic ewironment. ERB condss of a govening body comprisng
representatives  from employerst employees, the government, as wel as training
inditutions and manpower practitioners (Employees Retraining Board, 2000). Since
its establishment a the end of March 2000, the ERB has provided a totd of 369,490 re
training places As a 31 March 1999, there were 52 active training bodies offering 163
retraning courses a 135 re-training-centres throughout the territory (Annuad Report
of Employees Re-training Board, 2000, p15).

Insert Table 6 about here.

All full-time courses are free of charge in Hong Kong. In addition, retrainees
atending full-time courses that last for one week and above can gpply for a retraining
dlowance amounting to a maximum of HK$4,000 per month. Retrainees who attend
part-time and evening programmes have to pay a course fee of some 40 per cent of the
traning cogs. For low-income or unemployed persons, such fees could be refunded
provided thet they have atained a least 80 per cent atendance rate (Fied interviews,
June 1999).

The Employees Re-training Board (ERB) in Hong Kong has been providing wage
subgdies to employers of ‘talor-made traning courses snce May 1993 (Lee, 1996,
p120-1). The subsdy depends on the age of the tranee and the level of sills. For
unskilled workers, the ERB will subsdise onethird of the trainee's monthly sdary for
one month (trainees aged between 30 and 39); two months (over 39 years of age); and
three months (over the age of 50 or are handicgpped) depending on individuad cases.
Wage-aubgdies of hdf a month's sdary have been introduced for skilled and semi-
skilled workers (monthly sdary of not less than HK$7,000 -there were just over 7.7
HK$ to 1 US$ a the time of writing) since July 1995. Wage-subsidies for retrainees
aged between 30 and 39 will lagt for three months, while re-trainees aged over 39 will
be subsdised for Sx months (Fed interviews, September 1999).

Job coundling and placement services are avalable to retrainees. A recently
edablished computer- network between Hong Kong ERB and the Employment
Sarvices Divison of the Labour Depatment dso enhanced the efficiency of the
sysem. Employment services serve brokerage-functions, metching jobs with job-
seekers. Hong Kong is a vibrant free market economy. The Local Employment
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Sarvice (LES) of the Labour Department has been rendering free and professond
employment sarvices to employers and job-seekers for more than 30 years. Through
an orHine computer network (snce April 1998) linking 11 job centres, the LES
recaeives dl types of job vacancies from the ontline lig and regigers job-seekers of
different backgrounds for placement. It badcaly operates on a semisaf-hdp mode
whereby job-seekers sdect suitable vacancies, regiser with the LES and seek a
referal to that job from its daff. Job-seekers can contact employers directly if
employers are willing to open up their company names and tdephone numbers while
placing vacahcy order with the LES (Snce June 1998). A centrd Job Vacancy
Processing Centre (JVPC) was opened for employers in February 1999.

Snce 1 April 1995, the LES has been providing persondised counsdling and job
metching sarvices to unemployed loca workers through the Job Matching Programme
(IMP) in Hong Kong. Up to the end of 1999, the JMP regisered 52,823 job-seekers
and secured 34,047 job offers, representing a success rate of 64.5 per cent. A change
in the profile of job-seekers registered with the public employment service provides
evidence of the dructurd shifts in the economy of Hong Kong. Of the job-seekers
regigered under the programme as a end of 1995, about twothirds were femae
(International  Labour Organization, 2000). About two-thirds were of junior secondary
education and beow. Each of the age groups of 30-39 and 40-49 accounted for more
than 40 per cent of dl regigrants Sightly over hdf of them came from the
maenufacturing sector. This profile of JMP regidrants has undergone some gradud
changes in the following years moving to beng better educated and from non-
manufacturing sectors (Field interviews, September 1999).

A sies of new messures has aso been launched by the Hong Kong Labour
Depatment, incdluding the Interactive Employment Service, launched in March 1999,
uses the latest technology to offer employment services on the Web. Through the
Internet, employers can easly place vacancy orders with LES. Employers can dso
view the profiles of LES regigtrants to look for suitable candidates and request LES to
arange for referas (Commissoner for Labour, 2000/Labour Department Annud
Report, pl05). The Labour Depatment also set up the Job Vacancy Processng
Centre in late 1998 to provide a one-stop sarvice for employers to place vacancy
orders with LES. With the use of new technology, job-seekers can access the vacancy
information by vigting the webgte of the Interactive Employment Service, or by
meking use of the sdf-sarvice terminds inddled a each LES and Labour Rdaions
Sarvice branch office. Apat from reying on the public employment service, job-
seekers in Hong Kong can dso tun to the 1,108 private but regulated employment
agencies for employment assstance into jobs (Field interviews, Septemier 1999).

Direct job-cregtion is a new initidive taken by the Hong Kong Government thet is
now adopting an dmost necKeynesian policy. It is etimated that about 7,000 new
jobs will be crested by these measures. A further 8,000 jobs are expected to be
available in 2001 in other expanded sarvice areas. Some of the aress include:

. Additiond gaff for up to two years for the antramoking campaign and the
promation of hedthy living, which will add HK$30 million to annud expenditure;

. Recruiting extra workers to step up our efforts in urban deansng and greening
as wdl as refuse-collection dong the coast for a period of two years. It will increase
our annud expenditure by HK$94 million;
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. Additiond gaff for two years for environmenta improvement and community
building in the 18 digtricts Thiswill cost HK$50 million each yesr;

. Increase the number of supporting staff in personad care, outreaching services
and ward sarvices to offer better sarvices to patients. This will increase expenditure by
HK$243 million per year in thefirst two years, and

. Enhance employment assgance for women, new arivas, sngle-parent
families, the dderly and the dissbled. This will increese annud expenditure by
HK$228 million in the coming two years .

Ancther caegory in job-cregtion in Hong Kong has been the Sdf-Employment
Cregtion Measures or Micro-Enterprise Development Assistlance  programmes.
Technical assdance, credit, and other support can contribute to the credtion and
promotion of gndl-scde new businesses and sdf-employment. Private banks are
often unable to conduct comprehensve risk assessments required to offer credit to
unemployed workers who want to create their own business. Public programmes to
support smal business loans can contribute to the removd of this digortion aisng
from credit rationing. To encourage people to gart their own business, the Employees
Re-traning Board in Hong Kong has, snce August 2000, been offering courses on
sdf-employment on a trid bass to hep the retraned dtart businesses or co-operaive
cidies in aeas uch as providing deaning or home-help services (Employee Re-
training Board website, 2000).

Hypotheses 3 and 4 probably apply less to the Hong Kong case because re-
employment and sdf-employment have been rdaivey nove experiences in recent
years. The proeactive role of the Hong Kong Government on this scde is dso
rdively new and its theoretica implication, in our view a least, may be to diminish
the e|gr<-:vious role of the socdled necclasscd labour-market modd dlegedly found
there’.

MARKETIZATION, EMPLOYMENT AND HUMAN
RESOURCES

We now move on to discuss the above comparisons of Shangha and Hong Kong in
broader terms and now dedl with our last two hypotheses, as sat out in Figure 1.

Hypothesis 5: the greater degree of marketization, the higher the likelihood of
employment moving from the State sector to the private sector.

Hypothesis 6: the greater degree of marketization, the more likely the two systems of
human resour ce management (HRM) will converge.

On the one hand, as we have seen Hong Kong has been moving from an open labour-
maket in a quas-aissez-fare economic modd to a more ‘interventionis’ modd as
government action increesed through the problems caused by the Asan finendd
crigs. On the other hand, with the advent of economic reforms in China since 1978
and the subsequent reforms in SOES, China has now increesingly become a
trangtiond economy, evolving a ‘nascent’ labour-market (see Warner, 1995; Warner
and Ng, 1999). This evolved out of the command economy modd, moving from a
cassc ‘datit’ modd to a centrig podtion on the spectrum of labour-markets, as we
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suggested earlier. Many economic and socid domains have been irrevocably changed
snce the prereform days, not dl for the word, by aty means Bit by hit, the old
work-unit (danwei) system has been replaced with a marketdriven one and more of
its employment has shifted from the State to the private sector accordingly. We would
ague that Hypothess 5 would goply more drongly to the Shangha case for this
reason, dthough there has been some degree of ‘privaization’ in Hong Kong in recent
years, changing public employee satus s into private sector ones.

There are now many different types of firms and many genres of workers in the PRC
economy. The State-owned sector was for years dominant here, with in past years the
bulk of urban workers employed in it. Currently, fewer of the urban labour-force dill
work there, dthough the SOEs enjoy 70 percent of State bank lending, with over four
in ten firms running & a loss There is now a burgeoning nonState sector as well for
example and the government has recently announced a ‘levd playingfidd for
private companies in China as it faces possble entry into the World Trade
Organization the WTO (see Financial Times 5 January 2000, p.10). While one must
not exaggerate the fully subgtantid importance of this shift in policy vis a vis the
private sector, it sill does represent a mgor symbolic move’ . In red terms
indvidudly- and privaidy-owned firms are dready a mgor source of jobs employing
over 50 million workers by now. Added to this are a host of workers, over 100 million
in Town and Village enterprises and over 50 million in urban collectives, many in
effect ‘private rather than ‘public’. There is thus a fagter rate of growth of non-State
sector jobs today, we may note, than State-owned sector ones providing fairly
persuasive evidence to support Hypothess 5 (see The Economist, 8 April 2000 59;
30 June 2001:25-28).

The employment modd in the one sector (non-State) compared with the other (State)
in the PRC which itsdf has undergone extensve contract system reforms, now looks
more and more like a ‘Western’ one, dbeit with ‘Chinese characterigtics (Warner,
20008). Work in Shangha enterprisss is now subject to much tighter labour-
disciplineg there is no longer full wdfare provison; the job is much less secure,
relaively converging with Hong Kong employment gStuation. According to Guthri€'s
dudy (1999) of market reforms in an extensve sample of 81 firms, located in four
indugtrid sectors, in Shanghai, managers indeed now have much more say. Workers
have, in turn, log a good ded of ther specid datus in the nation's workplaces (adso)
The consensus of scholars of the Chinese workplace points to smilar findings across
the PRC (see Ng and Warner, 2000; Warner, 2000b). This provides rdatively
persuasve evidence for Hypothess 6 for the Shangha case in paticular since the
depth of reforms has been strongest there over the 1990s° .

DISCUSSION

Deng's reforms in this context have changed both the redlity of the Chinese system
and in many ways the rhetoric (Child, 1994). During the pre-reform days, the State
performed the ‘agency’ role on behdf of the ‘indudria proleaia’, namdy the
working-class as the master of a socidist economy. However, the reform process of
‘de-socidization’ has now revived the importance of ‘capitd’ as a mgor factor.
Although it is dill the public (rather than private) ownership of capitd per se which
has the Sta€'s blessng, the ‘re-gructuring exercise has announced if only implicitly
that the key enterprises may work for capitd’s gan and not necessaily for the
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workers interests.  The classc ‘divide between cgpitd and labour, some have
agued, based on a ‘wethey’ dichotomy, has agan emerged or reemerged (see
Warner and Ng, 1999; Warner, 2000aand b).

It may dso be suggested that when the basic fabric of a socidist and State-backed
conditution of these prominent nationdly-known indudrid enterprises was cdled
into question because of their shift towards financia autonomy, ‘the State atempted
to reconcile with the paradoxicd implications of this “commercidization” process, by
adopting a remedid formula, perhgps andogous to the “limited company” system in
Wegtern economies.  This shift of policy has been labdled as the “corporatization” of
the SOES (Ng and Warner 2000, pp20-1) as wel as the ‘Wedernization' of ther
labour-management relations and human resource management (HRM)® . However,
a Guthries resesarch (1999) has pointed out, classcd economics do not dominate
decison-meking completely; socid condderaions ill do count. Even o, practisng
managers should note that Chinese firms are adopting many potentidly ‘ convergent’
policies in tems of our Hypothess 6, amongst them performance-measurement,
dready for years anorm in Hong Kong.

The practice is gpparently emulative of the ‘human resource management’
modd as popularized among enterprises in Western market-based economies,
where the latter are concerned with an enhanced agenda to streamline business
performance by dressng human performance, assessed individudly rether
than collectivdly (Ng and Warner, 2000, p13).

We origindly posed the questions we hoped to answer & the beginning of the article
asfollows how far has government action regarding the growth of unemployment
increased in the wake of the Adan financid criss? How far has this been the casein
both locations? How relative have been these shifts?

Dexpite the ideologicd past and socidig legacy in mainland Ching, we find that Hong
Kong and Ching, as we have seen from the above evidence, may be incressingly
likdy to look dike in the many ways we have described aove and to develop
dmilarities in ther dructures, processes and performance, exemplifying a generd
point made some years ago by the founding father of the convergence thess (see
Ker, 1983, p3). This trend may be paticulaly observed in their labour-market
behaviour and the role of the Sae in guiding their labour-markets, dthough within
the condraints of their paliticd and socid sysems a point not to be underestimated.
We are not arguing that the SAR’s diginctiveness is about to be whally swalowedup
by the PRC's Our findings are highly specific and our findings offered are both
cautious and tentative.

Greater marketization in the PRC, we may go on to say, may well be the ‘push’ factor
involved in the proceses we have destribed, leading to greater ‘managed
convergence in the Chinee manland labour-market, compared with that of say,
Hong Kong. However, we would not want to over-dtretch the degree of reative
convergence we suggest is the case, in that Shangha has probably moved, on the
avalable evidence, closr to the centre of the labour-market spectrum than the Hong
Kong SAR has'® .
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Even 50, the theoretical upshot of the evidence presented in the paper, atempting to
meke a contribution to labour-market theorizing, points to a reassonable degree of
support, grosso modo, for the sx main hypotheses presented in Figure 1. We suggest
they have paticular gpplicability for the Shangha case, dbet with the caveats noted
above.

The implications for busness and management may point to the incressng possbility
of usng HRM practices more readily a leest vis a vis the ‘leading edge enterprises in
Shangha, as wdl those in as Hong Kong. It was dready pointed out in earlier
ressearch (Gooddl and Warner, 1997) tha this was now increesingly feesble in
Shanghal. However, some caution must be exercised in this respect.

CONCLUDING REMARKS

To sum up, we have argued that the more extended degree of marketization (Bamber
and Ross, 2000: Chiu and Frenkd, 2000) may in turn shegpe labour-markets,
employment systems and human resource management practices in a correspondingly
marketled direction in contemporay Shangha as wdl as in Hong Kong, both mgor
economic and financid centres in the regiond/nationd settings. Both have subgtantiad
populations and labour-forces. Here, we have found consderable support for the six
hypotheses regarding relative degrees of convergence in labour-market practices set
out in this aticle. However the speed of rdative shift in each of these domains may
vay according to ongoing economic, poliicd aid sodd drcumdances and
condraintsin the Stes involved.
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Figure 1: Hypotheses on conver gence of the Chinese labour-markets

Hypothesis 1:
The gresater the degree of marketization, the more [abour -market policies will

converge.

Hypothesis 2:
The greater the degree of marketization, the greater the chances of unemployment and
downszing.

Hypothesis 3:
The greeter the degree of marketization, the greater the chances of re-employment.

Hypothesis 4:
The greater the degree of marketization, the grester the chances of self-employment.

Hypothesis 5:
The greeater the degree of marketization, the higher the likelihood of employment
moving from the Staie sector to the private sector.

Hypothesis 6:
The greater the degree of marketization, the more the two systems of human resource
management (HRM) will converge.
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Table 1: Comparison of sociceconomic indicator sbetween Hong K ong and themainland
People’ s Republic of Chinain the late 1990s

Indicators

Hong Kong SAR

Peopl€e' s Republic of China

Popul ation

7.125 million (1999 est.)

1.250 hillion (1999 est.)

Infant mortality rate

6 deaths/1,000 live births
(1999 est.)

29 deaths/1,000 live births (1999
est.)

Literacy (total population)
definition: age 15 and over has
ever attended school

929 (1999 est.)

80% (1999 est.)

GDP ( purchasing power parity)

US$158.2 billion (1999 est.)

US$4.8 trillion (1999 est.)

GDP- per capita(purchasing
power parity)

US$23,100 (1999 est.)

US$3,800 (1999 et.)

Economy L ong-standing market Formerly centrally planned; now
economy more market-oriented
L abour force 3.50million (1999 e<t.) 700 million (1999 est.)

Unemployment rate

6% (1999 est.)

urban unenpl., officidly 3.5%;
probably around 10%,; substantial
unempl. and underempl. in rural
areas (1999 est.)

Sources; Economist Intelligence Unit, World Bank, The World Factbook 2000 etc.

Table 2: Economic Growth in Shanghai (1978-1999)

Period GDP Growth in Percentage Growth in Labour- Growthin
force (%) I nvestment (%)

1978— 1990 177.3 12.8 7136

1990— 1999 4334 3.1 80718

Constructed according to Shanghai Tongji Nianjian (2000), Shanghai Tongji Chuban She.

Table 3: Layoffsin Shanghai (1999)

Nature of Enterprise
State owned enterprise
Collective enterprise
Others
Total

Causes of Layoff:
Retired and Resigned
Expelled and Discharged
Contract Terminated
Number Transferred Out
Others
Total

Percentage (%)
63.0
151
218
9.9

9.1
14
165
235
49.3
99.8

Source: Shanghai Tongji Nianjian (2000), Shanghai Tongji Chuban She.
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Table 4: Profile of enployees ‘laid-off’ in Shanghai asat 30 June 1999

Percentage (%)
Job Type
Worker 705
Service staff 9.1
Administrative staff 5.0
Technician 2.7
Others 12.8
Total 100
Educationlevel
Junior secondary 722
Others 278
Total 100
Sex
Mde 46.6
Femde 534
Total 100
Age
35 and below 209
36-40 31.9
41 -45 29.3
45 and above 17.9
Total 100

Source: Shanghai Tongji Nianjian (2000), Shanghai Tongji Chuban She.

Table5: Employment Service Performance of Shanghai Labour Bureau (1997, 1998)

Y ear Registered job- Referrals Vacancies Employed Jobsfilled Placement rate
seekers (%)

1997 125970 125980 143810 21893 80467 174

1998 227006 218711 154767 50809 96631 232

Source: Shanghai Labour Bureau.
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Table6: Profileof the Unemployed in Hong Kong (First Quarter, 2001)

Male Femae Overall
Age No. ('000) Rate* (%) No.(‘000) Rate* (%) No. (‘000) Rate* (%)
15-19 94 21.7 6.7 20.7 16.1 21.3
20—-29 275 71 139 3.6 115 53
30-39 214 39 116 2.3 329 31
40-49 269 47 94. 25 36.3 39
50-59 199 6.4 38 27 237 52
=60 2.9 29 04 22 33 28
Education levd No. (‘000) Rate* (%) No.(‘000) Rate* (%) No. (‘000) Rate* (%)
No schooling/ 0.8 35 0.6 2.3 14 28
Kindergarten
Primary 26.6 76 6.9 32 334 6.0
Secondary/Matriculat 69.1 6.1 314 37 100.6 50
ion
Tertiary
-non-degree 53 33 33 2.0 86 27
-degree 6.2 21 37 18 99 20
Previousjob by No. ('000) Percentage No.(‘000) Percentage No. (‘000) Percentage
indusiry (%) (%) (%)
Manufacturing 9.7 6.8 47 3.3 145 10.1
Construction 337 235 10 0.7 347 242
Wholesale, retail and 259 181 22.6 157 485 338
import/export trades,
restaurants and hotels
Transport, storageand 15.1 10.6 15 1.0 16.6 11.6
communications
Financing, insurance, 9.6 6.7 37 2.6 133 93
real estate and business
services
Community, social and 8.9 6.2 6.7 47 156 10.9
personal services
Others 0.1 01 0 0 01 01
Previousjob by No. (‘000) Percentage No. (‘000) Percentage No. (‘000) Percentage
occupation (%) (%) (%)
Managers and 33 23 05 0.3 38 26
administrators
Professionals 16 11 0.7 0.5 24 16
Associateprofessionds 10.1 71 48 33 14.9 104
Clerks 6.5 45 11.8 8.2 183 128
Service workers and 155 10.8 134 9.3 289 20.1
shop sale workers
Craft and related 311 217 0.6 0.4 317 221
workers
Plant and machine 9.2 64 21 15 11.2 78
operators and assemblers
Elementary occupations 25.8 18.0 6.3 4.4 211 21
Others 0.1 01 0 0 01 01

* Unemployment-rate in respect of the specified sex/age group.
Source: Quarterly Report on General Household Survey (Jan — Mar 2001), Census and Statistics

Department, Hong Kong SAR government.
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Notes

Wewould like to thank Shirley Dex for her kind assistance in revising this article.

%1 and when Chi najoinsthe WTO, the degree of competition will be decidedly heightened, with
further pressures towards relative convergence.

By 2002, this percentage will have shrunk to closer to 20 percent.

Such intervention was unprecedented and may have had an internal Hong Kong political motive but is
unI ikely to have been brought about by external PRC pressure.

> The Economist news-magazine uses the term * disenfranchised underclass’ (see TheEconomist, 30
June 2001:25).

However only aminority of economists would argue Hong Kong was ever an ‘ideal-type’ neo-
cIassrcaI economic exemplar.

"1n Marxist terms, thisshift has very fundemental consequences, especially asit isnow recognizedin
the PRC’ s Constitution.
8 The Chinese Government has already signalled that they seek to make Shanghai the financial capital
for the PRC, and indeed for the whole of Asia, perhaps even displacing Hong Kong’srole here.

% We would however suggest caution visavisthe full-blown adoption of HRM in Chinese enterprises
Ssee Warner, 1995; Ding et al, 2000)

We should perhaps bear in mind that the stage of the economic cycle should be considered here and
that that Shanghai enjoyed conditions of relative ‘healthy’ economic demand over the period we have
studied.
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