
Amid a harsh operating environ-
ment in fiscal 1999, Cosmo Oil pro-
ceeded with the implementation of
its New Structural Reform Plan. The
plan is designed to establish the
Company’s competitive superiority
vis-à-vis other companies in the
Japanese oil industry as well as
companies that may enter the
industry in the future. By reforming
its distribution structure, the Com-
pany intends to maintain stable
profitability despite new challenges
presented by its operating environ-
ment. Centering on additional cost
cuts, the reforms aim to bolster the
competitive strength of Company-
owned and affiliated service stations.

The NAVI 98 program, imple-
mented during fiscal 1998, aimed
to reduce the NAVI index of all
Company-owned service stations
to 10 or less. In addition, the pro-
gram included a new Corporate
NAVI index that measures the prog-
ress in the efforts of affiliated ser-
vice station operators to achieve
low-cost operations in head office
administrative and support depart-
ments. The Corporate NAVI index
target was initially set at 2. The tar-
get level of the NAVI index was
reduced by 3.8. 

The NAVI 98 program also pro-
vided support to operators of affili-
ated and Company-owned service
stations. This support was intended
to enable service stations to main-
tain a sound level of profitability—
despite the recent shrinkage of
profit margins on fuel sales—by
adding B-cle Cosmo Car Care con-
venience stores to their facilities.
The B-cle stores increase a service
station’s added value, provide an
additional source of gross profit,
and have a positive effect on NAVI
index levels. 

The consolidation of its network
of affiliated service station operators
and the closure and merger of
Company-owned service stations
is unavoidable in overcoming pres-
ent difficult conditions. Accordingly,
Cosmo Oil decreased the number
of its affiliated service station opera-
tors by 37 during fiscal 1999, to
476. A number of the service 
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EThis self-service gas station

in Funabashi features Cosmo

Oil’s exclusive “Island Payment

Method,” which enables custom-

ers to pay for their purchases

using automated payment equip-

ment adjacent to the fuel pumps.

NAVI index = 
Service station direct expenses – Gross profits excluding auto fuel (Kerosene gross profit + Value-added services and products’ gross profit)

Auto fuel (Gasoline + Light oil) sales volume

Corporate NAVI index = 
Corporate overhead costs – Gross operating profit excluding service station business

Auto fuel (Gasoline + Light oil) sales volume at direct-operation stations

Notes: The NAVI index numerically measures the competitive strength of service stations.
 A smaller NAVI index means a competitively stronger service station.

Notes: The corporate NAVI index numerically measures contribution or burden by revenue and expenditure, excluding service station business, on a service station auto fuel margin basis.    
 A smaller Corporate NAVI index means a competitively stronger corporate organization.

QX/cosmo AR 99pdf  99.10.25 5:22 PM  y [ W  10



stations run by newly consolidated
operators were merged or eliminat-
ed, as were a number of service
stations with high NAVI indexes that
were judged to be excessively diffi-
cult to reduce. Consequently, the
number of Cosmo Oil service sta-
tions fell by 305, to 6,481. During
fiscal 2000, plans call for reducing
the number of service stations by
891, to 5,590. 

Implemented since January
1999, the NAVI 99 program empha-
sizes attaining NAVI index targets
and restoring the profitability of
unprofitable service stations. To
achieve these targets, the program
focuses primarily on cost reductions
as well as such objectives as increas-
ing the number of Cosmo The Card
credit card holders and increasing
the added value of individual prod-
ucts. The program also offers
computer-based guidance on
scientific management methods
as well as seminars. As part of
measures for raising the ability and
team spirit of service station staff,
the Company is providing training
courses, including preparatory
courses for obtaining national certi-
fication as qualified mechanics. The
NAVI 99 program thus provides ser-
vice stations with considerably
more support than previous
NAVI programs. 

Service stations were once con-
sidered successful as long as they
maintained NAVI indexes below 10.
However, some facilities in regions
where retail fuel prices have seen
particularly sharp drops have been
unable to sustain profitability despite
their single-digit NAVI indexes. The
Company is proactively working to
introduce B-cle Cosmo Car Care
convenience stores at such outlets. 

Cosmo Oil opened its first self-
service gas station on April 1, 1998,
and the number of such service
stations had grown to five by the
end of August 1998. Plans call for

energetically developing the full
potential of these facilities.

By appealing to customers’
desire for convenience through the
provision of diverse standard and
premium cards that enable cash-
less transactions, the Company has
significantly increased customer
loyalty. In particular, the Company
uses exclusive administration and
management systems for its Cosmo
The Card credit cards, and its sys-
tem for the on-the-spot issuance of
such cards is contributing to the
cards’ popularity. 

From January 1999, Cosmo Oil
joined the J-Debit system, and its
service stations became the first
service stations in Japan to settle
transactions with debit cards. Since
August 1998, the Company has
shown itself to be an industry leader
by participating in a test of an 
IC-card-based electronic money

system organized by the Ministry of
Posts and Telecommunications in
Omiya, Saitama. Since April 1999,
the Company has been taking part
in a similar test in Tokyo’s Shinjuku
Ward, involving 24 banks, NTT, and
other leading companies.

The Cosmo Oil Group’s lubricant-
related R&D, production, and mar-
keting operations were previously
handled by three companies.
However, in July 1998 these
operations were consolidated
and incorporated as Cosmo Oil
Lubricant. The lubricant business
is challenging due to the diverse
range of products that must be
marketed in small lots. It is also

labor intensive and characterized
by intensifying competition. To
overcome this competition, the
Company decided to unify its relat-
ed operations and promote the
autonomous implementation of
dynamic management policies. 

Cosmo Oil’s move to become
Japan’s first primary oil distributor
to spin off its lubricant operations is
an integral part of the Company’s
New Structural Reform Plan. The
move will allow the halving of the
400-strong workforce that previ-
ously was assigned to lubricant-
related operations, a reduction in
the number of distribution depots
from 46 to less than 10, and the
realization of ¥5 billion in annual
cost savings by the end of 
fiscal 2001.
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HB-cle Cosmo Car Care con-

venience stores have three com-

ponents. The in-shop portion

handles the sale of automotive

as well as other products and

displays information on addi-

tional products and services

that are available. The Lube

Corner focuses on the mainte-

nance of mechanical and other

functional automotive compo-

nents, while the Body Corner

handles the maintenance of

vehicle exteriors. From fiscal

2000, regional B-cle networks

of between four and six service

stations will have been estab-

lished, primarily to increase the

efficiency of the periodic vehi-

cle inspections mandated by

Japanese law, which Cosmo Oil

offers as a principal Lube Corner

service. The law requires that

vehicles be transported to gov-

ernment inspection facilities

for such inspections. 
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