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Abstract

In this article, we examine the effects of SARS (Severe Acute Respiratory Syndrome) on
China’ shuman resources, itslabour-market and itslevel of employment and unemployment,
looking specifically at what was one of its economically most vulnerable points, the hotel
industry. The article hypothesi zesthat the greatest impact would be on human resourcesin the
service-industries and on particular sub-sectors, such as employment in hotels, located in

three main citiesin the PRC, Beijing, Guangzhou and Shanghai, catering to both overseasas

well as domestic tourism. It tentatively concludes that the almost dramatic demand and
supply ‘ shocks' may have directly affected both the demand for and the supply of labour inthe

sub-sector, with discernable employment consequences.
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Introduction

Severe Acute Respiratory Syndrome, better known by its acronym SARS, was seen
by the World Hedth Organization (WHO) as the ‘first globa epidemic of the 21%
Century’ (BBC News, 28 April 2003; Posner, 2004; Kleinman and Watsons, 2005).
The pervasveness of the SARS criss came about in two ways. One was geographical
- SARS had spread from Guangdong Province in Southern China to its capitd,
Bejing in the North and other parts of the country, and indeed beyord its frontiers.
Table 1 shows that the virus had gppeared in thirty-two countries affected 8,422
people and led to 916 deaths (World Hedth Organization, 2003). China, including the
mainland, Hong Kong Specid Adminigrative Region (HKSAR) (see Lee and Warner,
2005a), and Tawan (see Lee and Warner, 2005b) was the worst hit, accounting for 92
percent of the accumulated cases and 90.5 percent of total deaths. The second was
dimensional and concerns the impact on economic development, employment leves

and more broadly, day-to-day socid activities.



Table 1. Summary Table of SARS Cases by Country, 1 November 2002 — 7

August 2003

Areas Cumulative No. of Cases | No. of Deaths

Audrdia 6 0

Braail 1 0

Canada 251 41

China 5,327 349

China, Hong Kong
Special Adminigrative Region 1,755 300

China, Macao
Specid Adminidrative Region 1

China, Taiwan 665
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Viet Nam 63

Total 8,422 916

Source: World Health Organi zation, www.who.int/csr/sars/country/2003_08_15/er/




Was it to be the firg ‘virtual epidemic’ whose notoriety was to spread via the
internationd media, across the globe? This aticle begins with a brief background
sketch of the gat of the epidemic and then moves on to briefly discuss wha was
feared as the potential short-term economic impact of SARS on the ASan economies,
moving on to a specific examination of the consequences for the People’'s Republic of
China (PRC), its labour-market and one particularly vulnerable point of its service-
sector, namdy hotels and hospitdity indudries, from an employment and human
resources perspective. Thus, epidemics, mortality and economics, we would argue,
may now be seen as integrdly interlinked (see Lee and Warner, 2005a), particularly
& mass ar-travel has become a potentialy worldwide transmissonbet in our

contemporary, increasingly globaized world.

In recent years, a number of studies have atempted to estimate the economic burden
of an epidemic based on the private and non-private medica costs associated with the
dissae (Lee and McKibbin, 2003). The cods include private as well as public
expenditures on diagnosing and treeting the disease and are magnified by the need to
mantan derile environments, implement prevention measures, and cary out basc
research. These can be substantiad for mgor epidemics, such as AIDS. According to
the UNAIDS (the Joint United Nations Programme on HIV/AIDS), a present 42
million people globdly live with HIV/AIDS. The medica costs of various trestments
of HIV pdients, induding highly active antiretrovird therapies (HAARTS) ae
esimated to be more than US$2,000 per patient per year. In the Southern African
regions, the total HIV-related hedth service costs, based on assumed coverage rate of
10 per cent, ranges from 0.3 to 4.3 per cent of Gross Domestic Product (GDP)

(Haacker, 2002).



The costs of disease dso include incomes foregone as a result of the disease-related
morbidity and mortdity. Forgone income is normaly edimaed by the vdue of lost
workdays due to the illness. In the case of mortdity, foregone income is estimated by
the capitdized vaue of future lifetime earnings by the disease-related death, based on
projected incomes for different age groups and age-pecific survival raes. This cost
can be subgtantid for some epidemics. Mdaria, for example, currently kills people on
a massve scale each year. The HIV/AIDS disease was edtimated to have clamed an
even grester number of lives in recent years (Lee and McKibbin, 2003). The
anticipated cogts of a mgor new epidemic, such as SARS, or now more imminently
wha has been dubbed as ‘Avian Hu', might therefore be thought to be potentialy

even higher.

Given its rdativdy low morbidity and mortdity post facto, why had the economic
impact of SARS appeared to be so potentidly devastating? A priori, neither an outsde
observer nor even a professona economics expert would have predicted such
‘catastrophe in the making' in the circumstances. There had been severa incidences
of new ‘flu viruses in East Ada in recent years as wdl as infections affecting
chickens and the like, that had more or less been contained. Much of the economic
impact, we would argue, stemmed from the high degree of unusually distinctive
uncertainty and fear generated by SARS, particularly by media reports which
generated other things being equd, in turn, a high degree of negative feedback. In
macro-economic terms, the phenomenon engendered a more than ‘normd’ degree of
uncertainty in the economic environment. Workers and shoppers across Asia opted to
day a home to reduce the probability of infection. Service exports, in particular

tourismrelated exports, were very hard-hit. It is no exaggeraion that panic gripped
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the region the coauthors of this aticde ae happily ‘living witnesses of this

phenomenon. Albert Camus novel ‘La Peste’ (‘ The Plague’) comesto mind here.

The pronounced impact of SARS may possbly be attributed to the combinaion of
two aspects of informaion about the illness the dmost codless and repid
trangmisson of informeation, largely due to the deveopment of modern mass media
and communication technologies in the contemporary ‘globd village'; and perhaps
more importantly the lack of rdiable and sufficient medicd information on SARS.
This dimulus may be conceptudized as inducing aove dl a ‘demand-shock’,
paticulaly on consumption. In locations with a high incidence of SARS, physca
movement of people was redricted, ether voluntarily or involuntarily, thus potentidly
reducing consumer spending. SARS thus we surmised mainly affected economic
growth by reducing demand; confidence did in fact dramaticdly decline in a number
of economies, leading to a dgnificant reduction in private consumption Spending.
Much of the impact thus semmed from the greet uncertainty and fear generated by
SARS. People had opted to stay a home to reduce the probability of infection.
Sarvice exports, in paticular tourism-related exports — as we will soon demondrate in
the hotel industry in the PRC - were to be hard hit. Investment was, in turn, affected
by reduced overdl demand, heightened uncertainties, and increased risks. Foreign
investment inflow was delayed or reduced in reaction to SARS. The possble fdl in
the demand for labour for the goods and services that people would not be buying,

would from the specific focus of this article, have to be taken into account.



Hypotheses

In order to creste an inteligible frame of reference for our research, we formulated
the following hypotheses (see Lee and Warner, 2005a), which encompass macro- as

well as micro-economic factors, not withstanding the human resources implications-

) The greater the anticipated adverse impact o SARS on the economy, the
greater will be the expected negative impact on the potentially vulnerable service-
sector and specifically on the hotel industry.

(i) The greater the anticipated adverse impact of SARS on consumer demand
in hotels and hospitality industry, the greater will be the expected negative impact on
the related demand for labour in terms of hotel employees in specific hotel groups in
the industry.

(iii) The greater the anticipated adverse impact on the demand for labour in
the hotel industry, the greater will be the expected negative impact on the labour-
market in terms of the human resources implications of lay-offs and redundancies

among hotel employees in specific hotel groupsin the industry.

M ethodology

In atempting to study the impact of SARS on the economy and specificaly on hotel
industry employment, we adopted a two-pronged methodology. First, we generated an
indepth information data-base on the SARS epidemic, taking into account its
economic as wel as its human resources implicaions, by usng the internet, library
resources and literature search. Throughout the artticle however, we cite many officid

datigtics but attempt to maintain a critical stance concerning these. Second, we carried
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out ondte empirical field-based research, involving interviewing over forty key
decisonrmakers in the sarvice-sector and hotd industry in the PRC, such as
reponsble government officids, senior managers and union officids, in the period
just after the epidemic and its aftermath in the Summer of 2003, as earlier contact
would have been dangerous when possble infection was feared. We have cited a
sdection of the interviews we conducted on-gte but only where these were fully
germane to the man concerns of this paticular aticle (other items we for example
had covered included a range of epidemiologica concerns, many beyond the
economic and human resources ambit) and where we might ‘objectively’ assess their

vaidity, dways bearing in mind the limitations of the methodology employed.

SARSIin Mainland China: Origins

In November and December 2002, Guangdong Province, the most populated in
Southern Ching, began to see cases involving a myserious and contagious ‘flu-like
virus that PRC medicd officids refered to as ‘aypicd pneumonia. Provincd
officids took emergency measures and the PRC government sent medicd teams to
Guangdong to invedtigate the outbresk. Sill, for months, officid Chinese sources
downplayed the seriousness and extent of the myderious illness. The Guangdong
Provincial Hedth Buresu made the firg officid PRC announcement about the new
illness on February 11, 2003, reporting that 5 had died and more than 300 had become
sick Renmin Ribao (Peopl€’'s Daily), 12 February 2003). On February 12, 2003, the
offidd Xinhua News Agency announced tha the myderious illness had been
‘brought under control’ and no new cases had been reported in China (People's Daily,
13 February 2003). This remaned the officid sory from the Chinese government

through mid-March 2003, even as the World Hedth Organization (WHO) issued a
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globd det on March 12, 2003, following new outbresks of an ‘aypicd pneumonid

in Hong Kong and Vietnam (see Lee and Warner, 20053).

Officid PRC rductance to be forthcoming continued throughout March. On March
15, 2003, WHO issued a rare ‘emergency travel advisory’ warning, for the first time
referring to the illness as Severe Acute Respiratory Syndrome, abbreviated to SARS,
and saying that its further spread to Singapore, even to Canada and parts of Europe
now made it a ‘globd hedth threat.” According to WHO officids, it was only a this
point that the Chinese government began providing WHO with information about the
February atypicd pneumonia outbreak in Guangdong, athough WHO reported that
the PRC 4ill declined to provide biological samples, test results, or even details about
courses of treatment. On March 18, 2003, PRC officids admitted that the SARS
outbresk was continuing in Guangdong, but had not expanded dsewhere in China
(Wen Wei Po, 19 March 2003). This was contradicted by reports from Chinese doctors

that two people in Bejing had died from the disease earlier in the month.

With SARS cases continuing to multiply and expand to other countries, induding the
United States, the PRC in April 2003, began to react to growing criticism over ther
handling of the SARS criss. A number of WHO investigators were permitted to go to
Guangdong on April 2. Two days later, the heed of the PRC's Centre for Disease
Control issued an unprecedented public gpology for the government’s mishandling of
the hedth criss (Wen Wel Po, 5 April 2003). Greater impetus for fuller disclosure
gopeared to come from within Chinds medica community itsdf. On April 9, a
prominent Bejing surgeon publicly disclosed that the government was serioudy
‘under-reporting’ cases of SARS in Bdjing, and that the number was far more than 22

cases the government indicated (The Wall Street Journal, 2003). WHO officids dso
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bluntly told PRC officads on April 17 that the SARS figures Beijing was reporting

were ‘unrdiabl€e .

The next day, China's new Premier, Wen Jiabeo, threstened dire consequences for any
government officid that did not meke full and timely disclosure about SARS cases
(People's Daily, Overseas Edition, 19 April 2003). The red officid turnaround in the
crigs came on April 20, when PRC leaders fired two senior officids for covering up
the extent of the criss® — the first in a series of such firings PRC leaders dso
promptly announced that a nationd week-long May holiday would be reduced to one
day to deter travel. Officids dso hed a nationdly televised press conference to
announce that 339 cases of SARS had been confirmed and another 402 were
suspected in Beljing done, not 37 confirmed cases as previoudy reported. As of April
27, 2003, the number of confirmed cases in Beljing done had passed 1,100 and SARS
outbreaks had been reported in 26 of the PRC's 31 provinces, very likely an under-
edimate. That same day, the PRC government ordered the emergency closure of
movie theatres, discos, churches, and other public places in Bejing People's Daily,
28 April 2003). Although dally PRC announcements showed that confirmed SARS
cases were now increesing on a daly bass, WHO officids on April 29 criticized the
government as continuing to be unforthcoming with further detalls about the Beijing

cases.

The U.S. Government had issued severd travel warnings encouraging Americans to
deter nonessentid travel to the PRC. In addition, the Department of State on April 1,
2003, authorized the departure of non-essentid personnd and family members from
the U.S. Consulate Generd in Guangdong and Hong Kong, and smilarly on April 3,

2003 from the U.S. Embassy in Bejing and from U.S. Consulaies Generd in
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Chengdu, Shenyang, and Shangha (Dumbaugh, 2003),

While SARS did pose sgnificant medica risks for locad populations, it was feared, as
we now know mistakenly ex post facto, that it would have far greater economic
implications for the world economy, manly because of the threat of a potentidly
devadtating, worldwide epidemic, for which there was seemingly no medicd cure
avaladle. It seems it was difficult to steer between the Scylla of the WHO worst-case
planning scenario and the Charybdis of what may have been a more raiond risk-

assessment.

The Economic Impact of SARS: A Tentative Analysis

A Chiegf Economig for World Bank East Asia estimated that a potentia direct macro-
economic effect of SARS would be to reduce East Asan growth by 0.4 to 0.5 percent
of GDP, bringing the estimated cost of SARS in the range of US$20 hillion to US$25
billion, a huge amount (World Bank, 2003). The Asian Development Bank (ADB) put
the GDP losses in Asa & US$18 million, 0.6 percent of the totd GDP. If cdculated
by totd find expenditure (TFE), the effect of SARS on TFE is US$59 hillion,
accounting for 2 percent of the GDP. China dlegedly sustained the biggest losses,
estimated at US$6.1 hillion, accounting for 0.5 percent of the GDP. Table 2 shows the

estimated impact of SARS on the Asian economies (see Table 2).
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Table 2: Estimated | mpact of SARS on the Asian Economy, 2003

Consumption

Spending GDP TFE

USs$ %in US$ %in US$ %in

billion GDP billion GDP billion GDP
China 4.2 0.3 6.1 05 17.9 1.3
Hong Kong 34 2.2 4.6 29 12.0 7.6
ROK 0.1 0.0 0.3 0.1 6.1 1.2
Tawan, China | 1.8 0.6 1.3 0.5 4.6 1.6
Indonesia 0.3 0.1 1.9 0.9
Mdaysa 0.4 0.4 3.0 2.9
Philippines 0.0 0.0 0.6 0.7
Singapore 0.6 0.7 2.7 3.0 8.0 9.0
Thalland 1.0 0.7 19 14 4.5 3.2
Vietnam 0.4 1.1 0.4 1.1
Tota 18.0 0.6 59.0 2.0

Source ADB, Asan Development Outlook 2003 Update, in Hu Angang and Hu
Linlin, A Review of China’s Health and Development from the Perspective of SARS,
paper presented at the celebrations of the 20" amniversary of the founding of the

China Health Economics Society on November 6, 2003.

There were a number of channels by which an epidemic, like the SARS outbresk,
could potentidly affect an economy. We have admittedly smplified the causal links
in our own modd (see Figure 1) but we do use it a this point to exemplify the man
vaiables we have chosen to highlight in order to primarily present the human
resources consequences. We fully recognize the fdlible naure of officd Chinese

datistics but do offer estimates from non-Chinese experts. We are aware of the multi-
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causa and multi-variate nature of the possible causd links but have tried to make the
explanation offered as intdligible as possble in its broader economic, politicad and
socia contexts, with the caveats we have set out. We do also see our results as a
tentative attempt a andyds of the human resources implications and will return to

this point in our conclusons.

One channd may be seen as operating through ‘supply- shocks'. If the outbreak could
not be effectively contained, the work force would be reduced because of illness or
precautionary measures to prevent the spread of SARS, thereby disrupting business
operations and production (Asan Development Bank, 2003). There was dso the risk
of a mgor demand ‘shock’ as people just stopped shopping and became amost

‘pardlyzed’ into economic indecison (see Figure 1).

Figure 1. The Economic Impact of SARS

Supply shock

e

SARS Outbreak

~_~

Demand shock

The Chief Economigt of the World Bank Resident Misson in China described the
SARS effect on its economy as ‘temporary’ and sad that the expected negative
economic impact of SARS should not be ‘over-exaggerated’, as China would reman
one of the fastest growing economies in the world in 2003 (China Daily, 29 April

2003). The Boao Forum's secretary-generd for Ada noted that ‘China ill offers the
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most competitive labour market, and remains one of the biggest consumer markets
and its gze is growing rapidly’ (ibid). Many economists were equdly of the opinion
that the service trades, such as towism, catering, transportation, recregtions and
expogtion indudries, that had been the hardest hit by SARS, assumed only a smadl
proportion of the country's gross domestic product (GDP) (People's Daily, 28 April

2003; China Daily, 29 April 2003).

Furthermore, the growing demand to fight the SARS epidemic meant growth for
industries producing medicine, medicd agpparatuses and equipment, textiles such as
gauze face-masks and protective suits, sanitation detergents and disinfectants, as well
as for the glecoms sector (Xinhua News Agency, 10 May 2003; People's Dalily, 24
May 2003).* Professor Hu Angang, a prominent expet on Chinds economic
devdopment a Tdnghua Univesty in Bajing, for indance,  confidently
acknowledged that SARS adverse impact could be offset by a host of other factors
which might dso spur economic growth because Ching, with its huge market, has a
grong capability of confronting shock from the outsde. He was convinced that the
Chinese economy had shown an obvious sdf-propeling and sdf-increesing inertia
(ibid). Judging from the data published by China's State Statistical Bureau, SARS had
caused adverse impact on China's economy but that it had not atered the basc
gtuaion or changed the genera trend of rapid growth (see Table 3). It can therefore

be seen that expert opinion blew both ‘hot’ and cold'.
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Table 3: Gross Domestic Product (GDP) and GDP Growth in China, 1980-2003

Year Gross Domestic Product (billion yuan) GDP Growth Rate (%)
1980 451.78 7.8
1981 486.24 5.2
1982 529.47 9.1
1983 593.45 10.9
1984 717.10 15.2
1985 896.44 135
1986 1,020.22 8.8
1987 1,196.25 116
1988 1,492.83 11.3
1989 1,690.92 4.1
1990 1,854.79 3.8
1991 2,161.78 9.2
1992 2,663.81 14.2
1993 346344 135
1994 4,675.94 12.6
1995 584781 10.5
1996 6,788.46 9.6
1997 7,446.26 8.8
1998 7,834.52 7.8
1999 8,206.75 7.1
2000 8,946.81 8.0
2001 9,731.48 7.5
2002 10,479.06 8.0
2003 11,669.40 9.1

Sources: Nationd Bureau of Statistics, China Satistical Yearbook 2003 (Beijing:

China Statistics Press, 2003), pp.55-57 (figures for 1980 to 2002); Statistical
Communigué of the Peopl€’' s Republic of China on the 2003 National Economic and
Social Development, National Bureau of Statitics,

www.gtats.gov.cn/english/newre ease/stati sti cal reports't20040303402133921.htm

(figure for 2003).



Although many internationa corporations had put off or canceled businesstravel and

conferencesin China since the outbreak of SARS, and could cause the delay of an

expected US$1 billion in Chinds totd foreign investment in the second quarter of

2003, the officid foreign direct investment (FDI) figure for the year wasin the end

ill to hit the US$53.5 billion level ® (See Table 4).

Table 4: Realized Value of FDI in China, 1983-2003

Year Redized Vdue of FDI (billion US$)
1983 0.92
1984 1.42
1985 1.96
1986 2.24
1987 2.31
1988 3.19
1989 3.39
1990 3.49
1991 4.37
1992 11.01
1993 27.52
1994 33.77
1995 37.52
1996 41.73
1997 45.26
1998 45.46
1999 40.32
2000 40.72
2001 46.88
2002 52.74
2003 53.51
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Sources. Ministry of Commerce, Invest in China website,
www.fdi.gov.cn/common/info.jspd=CENSOFT0000000008072 (figures for 1983 to
2002); Satistical Communiqué of the People’'s Republic of China on the 2003
National Economic and Social Development, Nationa Bureau of Statistics website,
www.stats.gov.cn/english/newre ease/stati sti cal reports't20040303_402133921.htm

(figure for 2003).

In addition, the Shanghai and Shenzhen stock-markets (see Tables 5 and 6)
displayed no inordinate downturn during the SARS period, that is, the second quarter
of 2003, then rose sharply when the epidemic seemed to have abated but for other
reesons dipped later in the third and fourth quarters of the year, manly due to

perceived problems of ‘overheating’ in the Chinese economy and so on.

We may therefore conclude that many of the fears regarding the economic
impact for manland China may have been often exaggerated, pointing more to a
‘public hedth’ criss than an economic one, unlike the experience of Hong Kong
where the overdl economic implications were more extensve and where the sarvice-
sector and particularly the hotel industry was more prominent in the economy (see

Lee and Warner, 20053).
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Table5: Composite Index of Shanghai Stock Exchange, January 2003 —
December 2003

1600
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Source: China Securities Regulatory Commission website,
Www.csrc.org.cn/cnv/tongjikw/ehitml /y2004/01/N200401.hitml

Table 6: Composite Index of Shenzhen Stock Exchange, January 2003 —
December 2003
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Source: China Securities Regulatory Commission website,
WWW.csrc.org.cr/en/tongjiku/ehtml/y2004/01/0200401..hitm
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I mpact on Human Resourcesin the Hotd Industry

We now turn to a discusson and evauation of the economic and human resources
impact of SARS on China and its hotel indudtry, its managements and its employees.
We will discuss the evidence we have collected in terms of the set of hypotheses we
adumbrated earlier. Taking each hypothesisin turn, we envisaged that:

0] The greater the anticipated adverse impact of SARS on the economy, the
greater will be the expected negative impact on the potentially vulnerable service-

sector and specifically on the hotel industry.

Was this the case? Officid economic data suggests that red GDP growth had indeed
fdlen back in the second quarter and was 6.7 percent (see Table 7). Hu Angang
atributed the meagre growth of the tertiary industry in the second quarter by 0.8
percent to SARS, as the impact of SARS was mainly concentrated in late April and in
May 2003, and manly in the tetiay sector, especidly retal, tourism and
trangportation (Hu and Hu, 2003). We found that this reporting of this downturn was
confirmed in our ondte interviewing in the hotd industry (Interviews, Summer

2003).
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Table 7: Growth of China’sMajor Economic Indicators (Unit: %)

Indlicator First quarter Second quarter | Third quarter Jan.- Sept.
GDP 9.9 6.7 9.1 8.5(10)
Service 7.7 0.8 7.6

Source. State Statistica Bureau, China Economic Cycle Monthly Report, September
2003, in Hu Angang and Hu Linlin, A Review of China’'s Health and Devel opment
from the Perspective of SARS, a paper presented at the celebrations of the 20"
anniversary of the founding of the China Hedth Economics Society on November 6,

2003.

Given the many unknowns about SARS, it is clear that it had threatened the generd
hedth of the populace and, if not brought under full control, might potentidly
jeopardize the hard-won economic progress that China had achieved in recent years.
In Bejing, the worgt hit city in China, it was suggested that the deadly SARS virus
caused a loss of 450 million yuan (US$54.4 million) during the first four months of
2003 China Daily, 14 May 2003). Table 8 shows that Beljing had seen a year-on-
year increase in tourigt arrivas and tourism receipts from 1978 to 2002, legping from
rank 18 and rank 34 of the world's tourist arrivals and tourism receipts in 1980 to rank

5in 2002 (see table 8).



Table 8 Rank of China's Tourist Arrivals and Tourism Receipts in the World,

1978-2003

Tourig Arrivads Tourism Receipts
Year (10 thousand) Rank (100 million US$) Rank
1978 71.60 2.63
1979 152.90 4.49
1980 350.00 18 6.17 34
1981 376.70 17 7.85 34
1982 392.40 16 8.43 29
1983 379.10 16 9.41 26
1984 514.10 14 11.31 21
1985 713.30 13 12.50 21
1986 900.10 12 15.31 22
1987 1,076.00 12 18.62 26
1988 1,236.10 10 2247 26
1989 936.10 12 18.60 27
1990 1,048.40 1 22.18 25
1991 1,246.40 12 28.45 21
1992 1,651.20 9 39.47 17
1993 1,898.20 7 46.83 15
1994 2,170.00 6 73.23 10
1995 2,003.40 8 87.33 10
1996 2,276.50 6 102.00 9
1997 2,377.00 6 120.74 8
1998 2,507.29 6 126.02 7
1999 2,704.66 5 140.99 7
2000 3,122.88 5 162.24 7
2001 3,316.67 5 177.92 5
2002 3,680.26 5 203.85 5
2003 3,297.05 N.A. 174.06 N.A.
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Source World Tourism Organizetion, in China Nationd Tourig Office webdte,

http://www.cnto.org/chinastats.asp.

Smilar year-onyear increases in the number of vigtor arivas could be seen from
1979 to 2002, experiencing the only drop from 2002 to 2003; of the dramatic decline

of more than 6.24 million vigtors to China in a year, a litle more than 2 million were

‘foreigners’, while the rest were from Hong Kong, Macau and Taiwan (see Table 9).

Table 9: Annual Vigtor Arrivals, 1978-2003 (Unit: person)

Year Totd Foreigner | OverseasChinese | HK & Macao | Tawan
1979 4,203,901 362,389 20,910 3,820,602 N.A.

1980 5,702,536 529,124 34,413 5,138,999 N.A.

1981 7,767,096 675,153 38,856 7,053,087 N.A.

1982 7,924,261 764,497 42,745 7,117,019 N.A.

1983 9,477,005 872,511 40,352 8,564,142 N.A.

1984 12,852,185 | 1,134,267 | 47,498 11,670,420 N.A.

1985 17,833,097 | 1,370,462 | 84,827 16,377,808 N.A.

1986 22,819,450 | 1,482,276 | 68,133 21,269,041 N.A.

1987 26,902,267 | 1,727,821 | 87,031 25,087,415 N.A.

1988 31,694,804 | 1,842,206 | 79,348 29,733,250 437,700
1989 | 24,501,394 | 1,460,700 | 68,556 22,971,868 541,000
1990 27,461,821 | 1,747,315 | 91,090 25,623,416 948,000
1991 | 33,349,757 | 2,710,103 | 133,427 30,506,227 946,632
1992 38,114,945 | 4,006,427 | 165,077 33,943,441 1,317,770
1993 | 41,526,945 | 4,655,857 | 166,182 36,704,906 1,526,969
1994 43,684,456 | 5,182,060 | 115,245 38,387,151 1,390,215
1995 46,386,511 | 5,886,716 | 115,818 40,383,977 1,532,309
1996 51,127,516 | 6,744,334 | 154,601 44,228,581 1,733,897
1997 57,587,923 | 7,428,006 | 99,004 50,060,913 2,117,576
1998 63,478,401 | 7,107,747 | 120,704 56,249,950 2,174,602




1999 72,795,594 | 8,432,296 | 108,141 64,255,157 2,584,648
2000 | 83,443,881 | 10,160,432 | 75,487 73,207,962 3,108,643
2001 89,012,924 | 11,226,384 | N.A. 77,786,540 3,441,961
2002 97,908,252 | 13,439,497 | N.A. 80,808,190 3,660,565
2003 | 91,662,100 | 11,402,900 | N.A. 77,528,300 2,721,900

Source: Minigry of Public Security, in China Nationd Tourist Office website,
http:/Amww.cnto.org/chinastats.asp.

Note: Compatriots from Hong Kong, Macao and Taiwan Province

Beijing received 1.85 million oversess tourists in 2003, a drop of 4.4 per cent from
2002, according to officid figures China Daily, 13 April 2004). The devil, as ever, is
‘in the detalls. According to a survey of 20 four- and five- gar hotels in Bajing by
the China Economic Monitoring Centre under the Nationd Bureau of Statidtics, their
occupancy had fdlen by 30 percent in April 2003 compared to the same period last
year. The occupancy of sx five-star hotels surveyed had decreased by 50 percent
(China Daily, 29 April 2003). Occupancy rates had dipped to as low as 20 percent at
hotds catering for foreigners in the capitd (ibid). The five-star Grand Hyatt Beijing in
Chang'an Street had a usua occupancy rate of around 80 percent in March. However,
the rate was sharply dashed in April 2003 following the spread of SARS. In Beijing,
more than 1,440 tour groups of 40 or more people had postponed tours since the
outbreak of SARS. At the beginning of April, a tota of over 10,000 people had
canceled their advanced bookings in China Internationd Travel Service (CITS), while
over 7,000 from China Youth Travd Service. Guangdong International Travel Service
had admost stopped its cross-border travel service, according to our interviews

(Interviews, Summer 2003).



The Shangha Tourism Adminigrative Commisson reported in late April that locd
travel agencies had refunded money to 3464 inbound groups involving 75,182
tourists and 279 outbound groups with 8,901 tourists after they canceed ther tours
(eastday.com, 2003). According to the commission, travel agencies offering both
domestic and oversess tour packages reported their income plummeted by 78 percent
in April compared to the same period last year, while agencies deding in domestic
travel said their income dropped 20 percent year-on-year (ibid). The occupancy rate at
398 locd hotels was less than 20 percent on average, while at five-gar hotels it was
only 13 percent. Luxury hotds in Shangha dashed roomrates to counter the effects
of SARS (Fidd interviews, Summer 2003). The five-sdar Westin Ta Ping Yang Hote
offered a standard room at 528 yuan (US$64) a day, compared with the previous
record low of 756 yuan (US$91) plus a 15-percent service charge. Another five-star
hotel, Shangha JC Mandarin Hotdl, offered up to 60-percent discounts on rooms. An
overnight stay in a standard room then cost 488 yuan (US$59) plus a 15-percent
service charge, while the full rate used to be US$150 plus a 15-percent service charge.
The city government has announced to offer subsidies to hotels and travel agencies,
while exempting dl hotds from the socid charges (Wen Wei Po, 9 May 2003).
Interviews in the Shangha hotel industry confirmed these reections (Field interviews,

Summer 2003).

At thisjuncture, we look further at our second hypothesis:

(i) The greater the anticipated adverse impact of SARS on consumer demand in
hotels and hospitality industry, the greater will be the expected negative impact on the
related demand for labour in terms of hotel employees in specific hotel groups in the

industry.
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As people avoided hotds, restaurants and other places in fear of caiching the virus,
some hotels took the opportunity for renovation and human resource management
(HRM) renewd (Fdd interviews, Summer 2003). An executive with the hotd
management company of Jnjiang Group, the largest hotd group of east Chinds
Shanghai, sad tha their group had decided to ‘bring forward renovation and
employee training programs in some of their hotes (Xinhua News Agency, 18 May
2003) In the Tibetan-Qiang Autonomous Prefecture of Aba, a burist area in southwest
Chinds Sichuan Province, brisk congruction had replaced the swarms of tourists. A
planning officid of the prefecture, home to the world-renowned Juzhaigou Naturd
Scenic Reserve and the Yellow Dragon Resort® said tourist arivals had incressed at
double-digit speed in recent years and pressure on transportation and accommodation
faclities was enormous. Affected by SARS, tourig arivads in May, June and July
2003 was predicted to drop by around one million compared with the same period last
year. This would give a precious opportunity for the officids to accderae the
upgrading of accommodation faciliies and projects under condruction including
tunnels, highways and the JuzhagouYelow Dragon arport (Xinhua News Agency,
18 May 2003). On the other hand, many hotes took measures to reduce costs,
including dopping dl oversees traning programs, hdting advertissments and
promotiond activities and encouraging daff to take leave without pay, as they did in
Hong Kong (Fied interviews, Summer 2003 and earlier in Hong Kong cases;, Lee and

Warner, 2005a) and Taiwan (Fidd interviews, 2005; Lee and Warner, 2005b).

The dtuation was worsened when the State Council promulgated a notice that
shortened the sevenrday Labour Day holiday to five days, and cdled for no trave to
avoid the fast spread of the epidemic People’'s Daily, 21 April 2003). This holiday is
one of the three ‘Golden Weeks in China, dgnificantly boogsing China's tourism
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over the past severd years. As a result of the legps in income per capita in the urban
aress (see Table 10), the revenue from the Labour Day holiday usudly accounts for

over 40 percent of the year’ stotal.

Table 10: Income Per Capita in Urban China, 1990-2003

Year Income Per Capitain Urban Areas (yuan)
1990 1,510.2
1991 1,700.6
1992 2,026.6
1993 2,577.4
1994 3,496.2
1995 4,283.0
1996 4,838.9
1997 5,160.3
1998 5,425.1
1999 5,854.0
2000 6.280.0
2001 6,859.6
2002 7,702.8
2003 8,472.0

Sources. Nationd Bureau of Statistics, China Satistical Yearbook 2003 (Bejing:
China Statistics Press, 2003), pp. (figures for 1990 to 2002); Satistical Communiquée
of the People's Republic of China on the 2003 National Economic and Social
Development, Nationa Bureau of Statidtics website,
http:/Amww.stats.gov.cn/english/newrel ease/stati ti cal reports/t20040303_402133921.h

tm (figure for 2003).
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As a result of SARS, tdephone interviews with 48 transnaiond corporations
conducted by the China Economic Monitoring Centre - under the Nationad Bureau d
Statigtics - reveded that ther HRM departments had banned their employees from
traveing in China and that ther businesses in the country had been affected to
vaying degrees. A survey of 50 enterprises in Beljing showed that 36 of them had
canceled or reduced domedtic business travel. Another interview with 160 Beijing
resdents showed that 72 percent of them had canceled journeys and cut back on

shopping trips and socidizing through fear of catching the disease.

A survey of Shangha, Bejing and Guangzhou residents reveded that the fear of
contracting SARS has changed peoplée's lifestyle and attitude (eastday.com, 2003). In
the random survey of 314 residents in the three cities, it was discovered that intimate
contact, such as kissng and hugging, is on the wane. In Bdjing, about one-fifth of
those surveyed no longer shared a bed or a med with family members. About 40
percent people surveyed in the three cities had changed ther routine by working a
home or reducing their working hours. More than one third of them put off busness
trips. To stop the spread of SARS, an estimated 8,000 people were under quarantine
in Bejing in late April 2003 BBC News, 27 April 2003; 28 April 2003). According to
the Shangha Statistics Bureau, over 77 percent of loca resdents did not shop
downtown during the Labour Day holidays, while over 90 percent of them did not
dine out. Less than one percent of the people surveyed traveled to other provinces.
Such fears had serious adverse impact on other parts of the service-sector, including
cvil aviaion, ralway and road passenger trangport, restaurants and hotes. The
findings of the aove surveys were closdy pardlded and confirmed by those of our

own interviews (Interviews, Summer 2003).
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Chinese arlines had been among the firg to fed the pain as the centrd government
tightened control over trans-provincia passenger flows due to the spread of SARS.
The arlines had experienced very low seat-occupancy rates since April 2003, and
many of them had cut some of ther regular flights to save cods, as did Cathay Pacific
in Hong Kong. Wang Yongsheng, director of Air Chinas publicity department, sad
that the arline cut a leest hdf of its regular flights during the May Day holidays a
traditional transport peak, lecause of the huge drop in the number of passengers (\Wen
We Po, 3 May, 2003; China Daily, 10 May 2003). Based in Beijing, Air China runs
mos of the internationd flights into and out of China But, as more ahnd more
countries worldwide are redtricting the issuing of visas to Chinese citizens because of
the SARS panic, the formerly lucrative internationa trangport business had now
turned out to be a money-losing one. Since March, Air China had cut 2,100 flights and
affected routes to 63 countries and regions. Air Chinds losses were consderable.
Outsde Beijing, the Shangha-based China Eastern Aviation Group has aso faled to
escape the impact of the industry setback. Nearly 70 percent of seets in its planes were
empty, while dmog hdf of the traditional ‘golden’ routes to Europe, Jgpan and
Southeast Asia were cut (Ta Kung Pao, 22 March 2003; China Daily, 10 May 2003).
The arline had cut more than 2,900 flights snce March. Its mgor domedtic flights to
SARS-affected cities, such as Bajing, Guangzhou and Tayuan, were dso severdy

cut.

Since the sarvice-sector, a mgor channe for absorbing the labour force in urban
aess, was most affected by SARS, the employment dtuation remains potentidly
vulnerable but less o than in city-state economies, like Hong Kong or Singapore
where the tourig and related industries are more proportionaly pivotd. We now

return to our third hypothesis.
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(i) The greater the anticipated adverse impact on the demand for labour in the hotel
industry, the greater will be the expected negative impact on the labour-market in
terms of the human resources implications of lay-offs and redundancies among hotel

employees in specific hotel groups in the industry.

The State Council had admitted that the outbresk of SARS has worsened Chinas
dready ‘graveé employment gStuaion (Lee and Warner, 2004, 2002, 2001a, 2001b)
Zhang Xiaogiang, secretary generd of Chinds State Development and Reform
Commisson (SDRC) acknowledged a a China-ASEAN symposum on Economic
and Socid Impact of SARS that China darted to fed growing employment pressure
due to the impact of Severe Acute Respiratory Syndrome (SARS) (Xinhua News
Agency, 16 July 2003). According to another report released by a specid research
team under the Minigtry of Labour and Socid Security on the post-SARS employment
dtuaion, gross employment, employment dructure, job seekers and employment
sarvices had all been affected by the SARS crisgs. The report asserted that SARS
exerted more expected negative influences on such employment then just generdly
affecting the economy (Xu, 2003). Those hardest-hit sectors, though accounting for a
andl pat of GDP, provided a high proportion of the labour-intendve employment
opportunities. The short-term  micro-economic consequences proved to be serious.
These enterprises lad off employees as a short-term measure to counter a sharp
decline or sugpenson in busness and revenue many firms suffered subgantidly and

it took time to recover (Fidd interviews, Summer 2003).



Discussion

The employment implications are intriguing. In the SARS period that pesked from
late April to July 2003, the tourism industry was serioudy affected, as it was a mgor

point of potentid vulneraility.

Smal and medium Szed busnesses Shops catering for tourists, such as the jade
carvings and ornaments, were closed. Retail workers in one of these shops, the Long
Di Superior Jade Gallery, were informed that their shop was closed for three months;
employees were dl on leave but if ondte, they dtayed in their dormitories and the
main gate was closed to outsders. Since the shop was State-operated, staff was paid a
basc wage of 300 yuan (Fidd interviews, April 2004). Another shop tha sdls
cloisonné to tourists was kept open during the SARS period, but it was manned by a
minimum number of shop keepers because it was visted by not more than ten tour
groups per day. Staff that went on leave voluntarily would get 300 yuan (hdf of ther
basc sday) while saff who carried on working would be paid a full saary of 600
yuan (Fdd interviews, April 2004). Many shop keepers had opted for taking leave,
some went home and some dayed in the dormitories.  Since al locd tours were
suspended, the tour guides were dso paid basic wages. Drivers of the hu-tung (aleys)
ride on tricycles aso informed that their business was suspended and they were pad
basc wages. Workers of state-operated enterprises were not the hardest hit as they
could live on their basic wages, but part-time workers were the largest victim group

(Fidd interviews, Summer 2003).

Despite a dow recovery, the retal, catering, hotd and recregtion indudtries in the

three cities investigated were dedt the biggest blow from SARS. The manager of a
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hote that targeted a the MICE market (business travders who vidted Bejing for
[m]eetings, on [i]ncentive tours, for the purpose of [clonventions and [€]xhibitions)
informed us during the interviews that their worst room occupancy during the SARS
period was only one customer in one room. Although the hotedl was not closed, the
three restaurants were merged into one; the convention rooms were dl closed; the
retail shop was moved to the reception area and only one floor of rooms were open.
All such HRM measures were adopted to cut costs. Permanent workers were
indructed by ther HRM depatments to teke dl ther accumulated annud leave,
datutory leave and even leave in advance on a rotating bass. State-operated hotel
employees could get 70 per cent to 80 percent of their full sdary, while employees of
hotels with foregn investments could get only their basc wages. One manager we
interviewed informed us that there was little resstance from employees because they
held a gongdan (sharing the burden) attitude. Temporary workers who were mostly
non-Beijing resdents working as sanitary workers and dish-dleaners left voluntarily,

asthey were paid on adaily basis (Interviews, Spring 2003).

About a quarter of the 210.9 million employees working in the service-sector were
employed in these indudtries China Daily, 24 June 2003). (see Table 11). If their tota
busness grank by 10 to 20 percent, 5 to 10 million jobs were potentialy under

threat.
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Table 11: Value Added and Number of Employees by Industries, 1980-2003

Primary Industry Secondary Industry Tertiary Industry
Yexr | Vdue Number of | Vdue Number of | Vdue Number of
Added Employees | Added Employees | Added Employees
(billion (million (billion (million (billion (million
yuan) persons) yuan) persons) yuan) persons)
1980 | 135.94 291.22 219.20 77.07 96.64 55.32
1981 | 154.56 297.77 225.55 80.03 106.13 59.45
1982 | 176.16 308.59 238.30 83.46 115.01 60.90
1983 | 196.08 311.51 264.62 86.79 132.75 66.06
1984 | 229.55 308.68 310.57 95.90 176.98 77.39
1985 | 254.16 311.30 386.66 103.84 255.62 83.59
1986 | 276.39 312.54 449.27 112.16 294.56 88.11
1987 | 320.43 316.63 525.16 117.26 350.66 93.95
1988 | 383.10 322.49 658.72 121.52 451.01 99.33
1989 | 422.80 332.25 727.80 119.76 540.32 101.29
1990 | 501.70 389.14 77174 138.56 581.35 119.79
1991 | 528.86 390.98 910.22 140.15 722.70 123.78
1992 | 580.00 386.99 1,169.95 143.55 913.86 130.98
1993 | 688.21 376.80 1,642.85 149.65 1,132.38 | 141.63
1994 | 945.72 366.28 2,237.22 153.12 1,493.00 | 155.15
1995 | 1,199.30 355.30 2,853.79 156.55 1,794.72 | 168.80
1996 | 1,384.42 348.20 3,361.29 162.03 2,042.75 | 179.27
1997 | 1,421.12 348.40 3,722.27 165.47 2,302.87 | 184.32
1998 | 1,455.24 351.77 3,861.93 166.00 2,517.35 | 188.60
1999 | 1,447.20 357.68 4,055.78 164.21 2,703.77 | 192.05
2000 | 1,462.82 360.43 4,493.53 162.19 2,990.46 | 198.23
2001 | 1,541.18 365.13 4,875.00 162.84 3,315.30 | 202.28
2002 | 1,611.73 368.70 5,354.07 157.80 3,513.26 | 210.90
2003 | 1,724.70 N.A. 6,177.80 N.A. 3,766.90 | N.A.
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Sources: Nationd Bureau of Statistics, China Satistical Yearbook 2003 (Bejing:
China Statistics Press, 2003), pp.55, 124 (figures for 1980 to 2002); Satistical
Communigué of the People's Republic of China on the 2003 National Economic and
Social Development, Nationa Bureau of Statidtics website,
http://www.stats.gov.cr/english/newrel ease/stati st cal reports/t20040303_402133921.h

tm (figures for 2003).

Service-sector  infra-dtructure: Tourism, red edate, condruction, training and
household services had dso been serioudy affected. Over 100 million workers were
engaged in these. According to datigics from the National Tourism Adminidration,
over 6 million people directly worked for the tourism industry. Among them, part-
time workers were the most vulnerable group to be lad off. Employment in relaed
indugtries would definitely be affected as a result of the multiplier effect. The
epidemic dso brought a serious chalenge to employment in urban services, business
and retal trade, catering, passenger and freight transport sectors. In hard hit regions,
the socid service-sectors were on ‘shutout’ or semi-‘shutout’. Employees engaging in
the retall trade business were forced to go on vacations or trickled back to ther
hometowns. The aviation and rallway indudries cut flights and trains snce demand
for transport had dropped. Some mgor retail outlets HRM departments &d off thar
part-time workers, while some privatedy-owned family stores collgpsed (Field

interviews, Summer 2003).

Migrant workers: Migrant workers were the hardest-hit employment group.” A big
number of migrant workers in smdl- and medium-sized restaurants and entertainment
venues were lad off when the government ordered a closure of ‘dl entertanment
busness involving mass public gatherings — cinemas, thedatres, internet cafes, and
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karaoke bars until the outbresk of SARS was brought under control. According to
edimates by the Minigry of Agriculture, around 8 million peasant workers of the over
100 million working in urban and prosperous areas had concurrently trickled back to
rurd aress, accounting for 8 percent of the rurd migrant working population (Guang

and Zheng, 2005).

Lad-off and unemployed: The second hardest hit group was the laid-off (xiagang)
and unemployed ©hiye) workers in the parts of the service-sector directly or indirectly
affected. According to the report on post-SARS employment Stuation, as many as 15
million lad-off workers were re-employed in flexible employment patterns (ibid).
The big impact to the service and catering sector may lower their incomes or even jolt
them out of employment again. College graduates had notably tough employment
prospects as wdl. Universties produced 2.12 million graduates in 2003, a number
that had exploded because of the nation's campaign to expand college enrollment four
years ago. These avid job hunters had the same gloomy prospects in the job market.
Since late April 2003, amog dl recruitment activities were delayed or canceled. As a
result, consultation, interviews and recruitment for college graduates were suspended.
Enterprises had stopped their plan to recruit new blood from campuses. It was
edimated that the employment rate among 2003 college graduates would be lower

than 65 percent of 2002 sfigure.

Labour supply: A report from the Development Research Centre of the State Council
(DRC) showed that Chinas labour supply had peaked in recent years (China Daily, 24
April 2003)2 In 2003, China saw an increase of over two million workers when
compared to last year. A dgnificant 70 percent of the new workforce in the past five

years found their jobs in the service-sector (Khan and Riskin, 2005). Over the past two
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decades, the tertiary industry has on the whole maintained a much greater capacity in
bringing out jobs than the primary (natura resources-based economic sectors such as
agriculture and mining) and secondary indudries (mainly menufecturing  and
processing businesses) People's Daily, 25 June 2002; Xinhua News Agency, 16 June
2003).° The service industry has become a mgor channd for surplus labourers. Table
6 shows that its share of the ‘employment pi€ increased from 13.1 percent in 1980 to

28.6 percent in 2002 (see table 12).



Table 12: Share of GDP and Employment by Industries, 1980-2003

Primary Industry Secondary Industry Tertiary Industry
Year | GDP Employment | GDP Employment | GDP Employment
(%) (%) (%) (%) (%) (%)
1980 | 30.1 68.7 48.5 18.2 21.4 13.1
1981 | 31.8 68.1 46.4 18.3 21.8 13.6
1982 | 33.3 68.1 45.0 18.4 21.7 13.5
1983 | 33.0 67.1 44.6 18.7 22.4 14.2
1984 | 32.0 64.0 43.3 19.9 24.7 16.1
1985 | 28.4 62.4 43.1 20.8 28.5 16.8
1986 | 27.1 60.9 44.0 21.9 28.9 17.2
1987 | 26.8 60.0 43.9 22.2 29.3 17.8
1988 | 25.7 59.3 44.1 224 30.2 18.3
1989 | 25.0 60.1 43.0 21.6 32.0 18.3
1990 | 27.1 60.1 41.6 214 31.3 18.5
1991 | 24.5 59.7 42.1 214 334 18.9
1992 | 21.8 58.5 43.9 21.7 34.3 19.8
1993 | 19.9 56.4 47.4 224 32.7 21.2
1994 | 20.2 54.3 47.9 22.7 31.9 23.0
1995 | 20.5 52.2 48.8 23.0 30.7 24.8
1996 | 20.4 50.5 49.5 235 30.1 26.0
1997 | 19.1 49.9 50.0 23.7 30.9 26.4
1998 | 18.6 49.8 49.3 235 321 26.7
1999 | 17.6 50.1 49.4 23.0 33.0 26.9
2000 | 16.4 50.0 50.2 225 334 275
2001 | 15.8 50.0 50.1 22.3 34.1 21.7
2002 | 15.4 50.0 51.1 214 335 28.6
2003 | 14.8 N.A. 529 N.A. 32.3 N.A.

Sources. Nationd Bureau of Statigtics, China Satistical Yearbook 2003 (Bejing:
China Statistics Press, 2003), pp.56, 124 (figures for 1980 to 2002); Satistical

Communiqué of the People's Republic of China on the 2003 National Economic and
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Social Development, Nationd Bureau of Statigtics website,
http://ww.stats.gov.cn/english/newre ease/stati sti cal reports/t20040303_402133921.h

tm (figuresfor 2003).

Employment policies. The rapid development of individua and private busnesses had
dso contributed greatly to the country's employment efforts (Warner, 2005).1°
Statigtics indicated that 30 million urban residents, representing 40 percent of the totd
increase in urban employment, found jobs in the private sector from 1990 to 2001.
However, snce Chinds catering, commerce, and socid service industries were worst
hit by the SARS epidemic, and many smal and medium-sized enterprises had to shut
down their busness which inevitably led to a sharp decrease of demand for labour,
China had implemented the most extensive tax exemption system in a bid to support
industries affected by SARS (People's Daily, 24 May 2003).!! Airlines, the catering
indugtry, hotels and taxi companies would benefit from the exemptions. The measures
were meant to hep medium- and smdl-szed enterprises continue to absorb labour in
China, as they provided jobs for 75 percent of the urban population (Field interviews,

Spring and Summer 2003).

Concluding Remarks

From the evidence we have presented above, we may tentatively conclude that the
overdl impact of SARS on the Chinese economy in the main urban aress, other things
being equd, was and will reman problemaic, given the lack of independent
assessment and the caveats we have expressed throughout this article; however, it is
equaly observable that the effect on employment in the service-sector, specificdly in

the hotdl industry was, as we have seen, without doubt relaively negative in the short-
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term, at the time Both quantitative, as wel as the quditative, data we have gathered —
primay (our own fied interviews) and secondary (mosly officid datistics) - we
would argue - points in this direction. The economy (and employment) bounced back
as positive feedback via optimisic media reports amongst other factors fed into the

system.

One can perhaps cautioudy interpret the macro-economic data as dther telling us that
the trend was hardly dented by the ‘SARS effect’, as the GDP growth rate, it was
claimed, touched over 9 percent in 2003, at the end of the day; on the other hand, we
may decide it may have accentuated key micro-economic imperfections noted above,
even if only rddivey. We are awvare tha any remarks must be highly qudified and

tentative, given the limitations of this study we have acknowledged above.

Many policy makers had thought in the past that the expansion of service-indudtries
employment, such as in the hotel industry or any other, would creste a podtive ad
dable employment equilibrium and compensate for dructurd reform. However, the
authorities may, we bdieve, have to re-condder their strategy and continudly be on
their guard againgt unforeseen circumstances. Eroson of secondary as wel as primary
sector employment may sometimes be compensated by counter-strategies to create
jobs in services, these may not adways be as deep rooted as policy-makers believe to

be the case.
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Endnotes

1 Jang Yanyong, former chief of surgery for the #301 military hospitd in Beijing and
a Communist Party member, made the disclosure in an emal to a state-run Eevison

gation. The Wall Street Journal reported the disclosure on April 9, 2003.

2 The two officids were Party Secretary of the Ministry of Hedth, Zhang Wenkang,

and Deputy Party Secretary of Beijing, Meng Xuenong.

3In recent years, income generated by tourism during week-long holidays, such as the
Labour Day Holiday and Nationd Day, though as high as 30 hillion yuan (US$3.6

billion), accounted for less than 0.3 percent of the total economy.

* It was noted that the telecommunications and medicad industries are in need of
labour, as are shopping webdtes, restaurants with ddivery services and express
delivery companies. Chinas economic hub, Shangha, is capitdizing on the dtuation,
employing 15,000 lad-off workers in the public hygiene and environments fidds.
Liaoning, northeast Chinas important industrid base, plans to provide 100,000 jobs

for lad-off workers
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® China's actud FDI surpassed the United States for the first time in 2002 and became
the world's largest. According to the Ministry of Commerce, it rose 12.51 percent to
US$52.74 hillion. Actud FDI in China hit US$13.09 hillion in the firsd quarter of

2003, up 56.7 percent from ayear earlier.

® Juzhaigou was listed as a ‘world heritage site by UNESCO in 1992. It joined the
internationd  protection network of ‘man and biosphere in 1997. Ydlow Dragon

joined ‘man and biosphere’ in 2000.

" Chind's Fifth Population Census reported 121.07 million internd migrants as of the
year 2000. See 2000 Nian Zhongguo Nongcun Liudong Renkou Xin Tezheng (New
Characterigics of Rura Foating Population in China in 2000) published by Nationd
Bureau of Statistics of China (2001). Among them, more than 70 per cent were rura-
urban migrants, equivdent to 85 million, though a more commonly cited figure in
officid gpeeches and public media is 100 million. These migrants ae a ther most
economicdly-active ages — amost 70 per cent are between the ages of 15 to 49 and 20

per cent are between 25 to 29.

8 China's employment population reached 737.4 million in 2002, absorbing 7.2
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million more employees than the previous year, according to the latest data from the

Nationa Bureau of Statistics.

% In terms of each industry’s contribution to the increase of Chinas employment, the
three have been largely the same in 1979. But by 2000, the primary, secondary and
tertiary industries have each contributed 37, minus 39 and 105 percent to the
employment increase in the year. Service industry has become the mgor channd for

new labour absorption.

19 The evolution of a nascent labour market has changed both intitutions and
behaviour. See Warner, M. [ed] (2005) Human Resource Management in China

Revisited, London: Routledge.

11 south Chinds Guangdong Province, the first area hit by SARS, publicized tax
exemption policies that were expected to trim 900 million yuan from tax revenue.
Other areas, such as Shangha, Bejing, Shanxi Province and Henan Province, have

followed suit with amilar tax policies.



