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Abstract

During the peak of the outbreak of severe acute respiratory syn-
drome (SARS), we conducted a survey in Beijing on 18 April
2003 to determine the economic impact of SARS, in particular its
effects on several service sectors in China. The survey indicated
that SARS had significant negative impacts on China's economy.
The tourism sector was hit the hardest. We estimated that by the
end of 2003, China’s tourism revenue from foreigners would de-
crease by about 50-60 percent (amounting to about US$10.8 bil-
lion) compared with the tourism revenue in 2002 and revenue
from domestic tourists would decrease by around 10 percent
(amounting to about US$6.0 billion). Thus, we predicted that the
total loss to China’s tourism industry would be around US$16.8
billion by the end of 2003. We also concluded that SARS would
cause, through a multiplier effect, a total loss of US$25.3 billion to
China’s economy and that the growth rate of China's GDP in
2003 would be |-2 percentage points lower than it would have
been if the SARS outbreak had not occurred.

l. Introduction

The first case of severe acute respiratory syndrome (SARS)
was identified on 16 November 2002 in Heyuan County in
the Chinese province of Guangdong. This deadly disease
rapidly infected most areas of China and spread around
the world. It was not under control until mid-June of 2003.
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The World Health Organization (WHO) issued the first global alert about SARS on
12 March 2003, and on 2 April 2003 it issued its first travel advisory, which recom-
mended that travelers avoid Hong Kong and the province of Guangdong,.

Most of the economic losses caused by SARS were in the tourism industry, and sev-
eral countries sustained considerable economic damage. In this preliminary analysis
of the short-term economic impact of SARS on mainland China, conducted when
the outbreak had not yet been contained, we focused on estimating the losses in the
tourism industry and applied a simple multiplier effect theory to predict the overall
impact of SARS on the Chinese economy. Based on a survey we conducted in Beijing
and on relevant statistical data released at the time by the Chinese government, we
estimated that the short-term cost of SARS to China’s economy would be around
US$25 billion by the end of 2003, which would be equal to nearly 2 percentage
points of China’s GDP in 2002.

2. Short-term impact of SARS in China

We conducted a survey in Beijing on 18 April 2003. The survey sample included ho-
tels, travel agencies, tourist attractions, airlines, railway stations, restaurants, retail-
ers, exhibitions, and taxi companies. The survey results are summarized in table 1.
Except for retail chain stores, all sectors surveyed suffered significant revenue losses
attributable to the SARS outbreak, compared with the revenue they earned in the
same time period in 2002. Hotels lost 80 percent of their guests. The revenue re-
ceived by travel agencies from foreign and domestic tourists decreased by 60 per-
cent and 50 percent, respectively. The number of foreign visitors to tourist attrac-
tions in Beijing fell by 80 percent, and the number of domestic visitors decreased by
50 percent. The number of air travelers dropped by 50 percent. Various retail stores
(other than chain stores) suffered losses ranging from 10 to 50 percent. The number
of railway passengers fell by 30-50 percent, Beijing’s restaurants lost 3040 percent
of their customers, and taxi drivers lost 20-30 percent of their business.

2.1 Short-term impact of SARS on Beijing’s tourism industry

Based on the data collected from our survey, we estimated that the number of for-
eign tourists visiting Beijing would decrease by about 80 percent by the end of 2003,
compared with the number in the previous year. We considered it very unlikely that
China’s tourism industry would recover by the end of 2003 because of the seasonal
nature of this sector and because most tourists make their travel plans well ahead of
their time of departure. WHO's travel warning and the Chinese government’s fail-
ure to give information on SARS to the public at the initial stages of the outbreak
also had a negative impact on recovery. We estimated that in 2003 the revenue from
foreign tourists would be reduced by 60-70 percent, amounting to US$1.9 billion.

58 Asian Economic Papers

Downloaded from http://www.mitpressjournals.org/doi/pdf/10.1162/1535351041747905 by guest on 28 March 2024



The Short-Term Impact of SARS on the Chinese Economy

(‘jua0iad ()G svm sjs1inog oysauiop 1of a8vjuariad avdiajunod ay) 'sys1noy uS1a40f wiof anuacai Jo ssoj pajuiulisa ayj svm SaUISY [a0v4y 40f sso] aSvjuacad pajviuiisa ayJ 'q
‘suouS1a10f aiv sjsand uwwi asoym ‘Suiltag 1 sjajoy 4vis-aarf 10 -inof auyy 1of Ajuo paguuiygsa svar sjajouy 40f anusnaL U1 ssoj a8vjuLad ayJ v

“Suliag w1 ¢0z 114dy 8T 10 pajonpuod Aaains 4no fo sjynsal aifj U0 pasvq a4am sasso] pajyuLisy dJON

(%) anuanaar jo

0€-0C 08 0S-0T 07-0¢ 0s-0¢ 0s 08 09 08 SSO[ pajewunysy
sIXe], suonIqIyXg SIaTeIOY sjueIMe}Sa| sAemjrey SAUILITY suonpeIe smm_uzwwm «ST910H
jsumoy, [oARI],

Ppa4aAIns $10309S Paje[aI-WSLINO],

Suilrag ur s10303s Paje[aI-WISLING] 10J SYV'S 03 A[qeINqLIIe 00T UI SNUIAII JO SSO] pajewyysy [ d[qeL,

Asian Economic Papers

59

Downloaded from http://www.mitpressjournals.org/doi/pdf/10.1162/1535351041747905 by guest on 28 March 2024



The Short-Term Impact of SARS on the Chinese Economy

To control the spread of SARS, the State Council canceled the Labor Day (1 May)
holiday and imposed restrictions on people entering and leaving Beijing. Domestic-
tourist revenue in Beijing during the week-long Labor Day celebration was US$410
million in 2002, and the cancellation of the holiday resulted in a loss of US$360 mil-
lion. In 2001 domestic tourists from outside Beijing contributed 90 percent of the to-
tal domestic tourism revenue in Beijing (Beijing Statistical Information Net 2002).
The new restrictions that forbade organized group tours in Beijing, plus the fact that
Beijing had a high SARS infection rate, probably reduced domestic tourism by a fur-
ther 25-35 percent (in addition to the impact of the cancellation of the Labor Day
holiday), costing Beijing about US$2.4 billion. Thus we estimated that Beijing’s total
loss of revenue from domestic tourists would be around US$2.8 billion. The total
losses to Beijing’s tourism industry by the end of 2003 would be around US$4.8 bil-
lion, or 12.8 percent of Beijing’s GDP, which was about US$37.7 billion in 2002.

2.2 Short-term impact on the Chinese economy

In the rest of China, as in Beijing, the industry that was hit hardest by SARS was
tourism. We expected that the number of foreign tourists would decrease sharply in
the rest of China during 2003, for three main reasons. First, WHO's travel warning
had a significant effect on foreigners’ travel decisions. Second, from the historical re-
cord, foreign tourists to Guangdong and Beijing (both seriously infected areas) ac-
counted for 46 percent of the total number of foreign tourists visiting China (China
National Tourism Administration 2003). Third, SARS spread quickly: it had infected
25 out of 31 Chinese provinces as of April 2003. We estimated that the revenue from
foreign tourists would be reduced by 50-60 percent in 2003, a loss amounting to
about US$10.8 billion.

As was the case in Beijing, the tourism sector in China as a whole also lost most of
its domestic revenue from the Labor Day holiday, which was probably as much as
US$2.41 billion. We predicted that SARS would result in a 10 percent reduction in
China’s domestic-tourism revenue in 2003, and the projected loss would be about
US$6.0 billion.

Based on our estimations, China’s losses from the impact of SARS on tourism alone
in 2003 would be as high as US$16.8 billion.

2.3 Multiplier effect

SARS not only affected the tourism industry directly, it also had an indirect impact
on other sectors through a multiplier effect. The consensus among Chinese econo-
mists is that the multiplier for tourism revenue in China was between 2 and 3 (Tang
and You 1999; Zhang 2002). Because SARS began to have a significant impact on
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China’s economy only after March 2003, it seems reasonable to assume that the mul-
tiplier was 1.5 for the SARS impact in 2003. Under this assumption, we estimated
that SARS would cause a total loss of US$25.3 billion for China’s economy in 2003,
which is equal to about 2 percentage points of China’s GDP in 2002 (which was
US$1,234 billion). Our assessment was that the SARS outbreak would lower the
growth rate of China’s economy in 2003 by 1 to 2 percentage points.

3. Concluding remarks

In conclusion, our survey results suggested that the economic impact of SARS in
China would not be negligible. When we released a Chinese version of this report in
April 2003, it was characterized as pessimistic. In retrospect, we think our estimates
were not unduly high, given the information at the time and the stage of the out-
break. In July 2003, Mr. Qing Wang, a division chief from the Tourism Bureau of the
Beijing Municipal Government, estimated that the total loss inflicted on Beijing’s
tourism was US$4.82 billion, almost exactly the same as our estimate. He also pre-
dicted that Beijing’s tourism industry would recover fully by the first half of 2004,
and we hope that he will be proved right.
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