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2. The Changes and Growth of COSCO in the Transition
Period from Planning to Market Economy in China

Mingnan Shen, Doctoral Course, Department of Shipping Management
Advisor : Prof. Tae-Woo Lee

The purpose of this study is to examine the development process of Chinese shipping
and COSCO in the Chinese economic transition period 1979-1997, and to see how COSCO
grew and responded for the period.

Having reviewed the process and characteristics of the above period, four hypotheses are
built up as follows:

Hypothesis 1: With the development of international cooperation in China, COSCO might
have continuously promoted the establishment of joint ventures with overseas shipping
firms.

Hypothesis [I: With the significant growth of international and seaborne trade, COSCO might
have kept expanding and restructuring its fleet to cope with the increasingly competitive
global market.
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Hypothesis I: As the functional decentralization from government to state-owned
enterprises, COSCO might have been given the right to make decision and design its
business strategies independently on such as shipping finance, tariff decision, canvassing
cargo, and personnel management.

Hypothesis V: COSCO might have been restructured into a modern shipping corporation
during the transition period from 1979 to 1997, particularly after the introduction of market
economic system in China in 1992.

The results of the above four hypotheses tests are as below:

.+ COSCO set up more than 50 joint ventures operating in the fields of shipping agency, facility
supply, chartering, ship repair, bunker supply, Container Yard and fleet management. Its foreign
partners ranged from former socialist countries to developed countries such as Holland, UK,
Japan, and America. As a result, COSCO had the opportunity to learn advanced technology and
management techniques and to acquire an overall understanding of global markets. Thus,
Hypothesis [ is found to be acceptable.

- Renewing and restructuring COSCO's fleet, particularly, modernising and expanding its
containership fleet, had continued to be a fundamental element of COSCO's fleet development
strategy. The organic composition of capital of COSCO was greatly improved from 1979 to 1997,
which is, among others, an evidence why Hypothesis II can be accepted.

- Being separated from MOC, COSCO gradually obtained the decision-making power and was
able to adjust its structure and strategy to cope with the fierce competition in the gradually
emerging shipping market in China, which is a main evidence to accept Hypothesis HI.

« COSCO had kept restructuring its organisation from an inefficient government subsidiary
to an independent commercial entity running independently in the market since 1984.
Particularly, after the establishment of the COSCO group in 1993, COSCO emerged as a
shipping conglomerate, which diversifying its business into real estate and construction, road

haulage, seaports, warehouse, forwarding, and trade. Thus, Hypothesis IV can be said to be

acceptable.
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