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Rapidly Adjusting Supplies in

Line with Demand Trends

Since 1997, when Japanese petro-

leum product exports were deregu-

lated, Cosmo Oil has installed a

growing number of facilities in

preparation for producing petrole-

um products for export. During the

latter half of fiscal 2001, such fac-

tors as the economic recovery in

Asia and improving conditions in

overseas petroleum product mar-

kets led the Company to slightly

modify its supply-demand manage-

ment system, which had previously

focused exclusively on the domestic

market. The more proactive new

system aims to increase capacity

utilization rates, reduce product

imports, and boost exports. As a

result, Cosmo Oil exported diesel

fuel, gasoline, heavy fuel oil C, and

other products to such countries as

Korea, Taiwan, and Australia. The

total volume of exports amounted

to 600,000 kiloliters, up from

30,000 kiloliters in fiscal 2000.

These exports included both ship-

ments based on long-term con-

tracts that lock in stable profits and

spot shipments that were carefully

timed to help maintain appropriate

capacity utilization rates despite

fluctuations in the domestic supply-

demand balance. In the future, the

Company intends to continue

proactively exporting petroleum

products in line with trends in

overseas market prices and the bal-

ance of domestic supply and

demand. 

Integrating Refining and

Marketing Operations to Optimize

Supply-Demand Management

Cosmo Oil’s system for the com-

plete integration of refining and mar-

keting operations greatly facilitates

the implementation of the Com-

pany’s strategy of maintaining levels

of production, imports, and exports

that are optimized in light of domes-

tic demand trends. The Company

is unique among Japanese oil

companies in its ability to identify

changes in domestic demand in a

timely manner and rapidly fine-tune
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its production levels in response to

those changes. In autumn 1999,

Cosmo Oil began using its com-

puterized New Demand-Supply

System, which quickly processes

large volumes of data and has

enabled the Company to increase

the precision of its production-

optimization adjustments.

Further Boosting Efficiency

of High-Value-Adding

Refining Facilities 

Cosmo Oil operates four refineries—

the Chiba, Yokkaichi, Sakai, and

Sakaide refineries—all of which are

optimally situated adjacent to major

consuming regions. The Company

anticipates that all of these facilities

will continue to play important roles

in maintaining a balance between

domestic demand and production

in the future.

A distinctive characteristic of all

four of Cosmo Oil’s refineries is that

their ratios of direct desulphurization

capacity to atmospheric distillation

capacity are higher than the national

average. As a result, during fiscal

2001 the refineries were able to add

a relatively large amount of value

to the crude oil they processed

by achieving a 47.3% yield of the

four principal middle distillates—

kerosene, diesel fuel, jet fuel, and

fuel oil A—significantly above the

industry average of 45.5%.

To further boost their internation-

al competitiveness, the four refiner-

ies are engaged in a project with

the goal of trimming refining costs

¥700 per kiloliter by the end of

2003. The attainment rate for this

goal was approximately 70% in

fiscal 2001, and plans call for boost-

ing the rate to roughly 80% during

fiscal 2002. The implementation of

the project is proceeding smoothly

through the reduction of personnel,

maintenance, and other costs while

maintaining safe operations.

During the first 18 months of

Cosmo Oil’s comprehensive tie-up

with NMOC, the partners began

their collaboration with barter

transactions of such items as prod-

ucts and basic materials, imported

products, and products for export.

The scope and scale of cooperation

has been steadily expanded to

include such activities as joint

imports of crude oil, entrusted

crude oil processing, and the

exchange of certain petrochemi-

cals. Currently, the partners are

devising a system for optimizing

production operations through the

integrated operation of all 12 of their

refineries, and this system promises

to generate considerable additional

benefits for both companies.
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