
VALUE CREATION 21 (VC21)—A NEW TWO-YEAR MANAGEMENT PLAN DESIGNED TO BOOST COSMO OIL’S CORPORATE VALUE

Trends in Cosmo Oil’s 

Operating Environment

Although the Japanese economy

is expected to benefit from the gov-

ernment’s emergency economic

countermeasures and the promotion

of structural reforms, the trend of

decline in Japan’s nominal GDP has

continued, and the deceleration

of economic growth in the United

States has been accompanied by

a slackening in the capital investment

of Japanese manufacturing indus-

tries. Thus, there is cause for consid-

erable concern regarding future

trends in the Japanese economy. 

Meanwhile, Japan’s oil industry

is undergoing a major restructuring.

Each company in the industry is

expected to further accelerate its

efficiency-boosting programs and

must respond to various challenges,

such as a shrinkage in profit margins,

increases in the rigor of quality and

environmental protection standards,

and fluctuations in crude oil prices.

Members of the Japanese oil industry

can thus expect to face an increas-

ingly severe operating environment. 

Rationalization Results—

¥150 Billion of Cost Reductions

over the Five Years Ended

March 31, 2001

Since fiscal 1997, a period in which

the full-scale deregulation of the oil

industry was accompanied by the

harshness of the operating envi-

ronment, Cosmo Oil has made

strenuous efforts to strengthen its

capabilities through a rationalization

program that places principal

emphasis on establishing a Cosmo

Oil network that is the strongest

such network in terms of cost-

competitiveness and that attracts

and inspires loyalty on the part

of customers.

To strengthen cost-competitiveness,

Cosmo Oil cut its annual costs

approximately ¥150 billion over the

five years ended March 31, 2001.

Each of the Company’s service

stations and affiliated service station

operators has also proceeded with

cost-cutting programs. Great

improvement has been achieved

in improving the NAVI index—which

objectively measures a service sta-

tion’s earning power and the added

value of Company-owned and

affiliated service stations—and the

Cosmo Oil Group has increased its

overall cost-competitiveness to one

of the highest levels in the Japanese

oil industry. 

Cosmo Oil is sustaining its ratio-

nalization drive. During the two years

ending March 31, 2003, the Com-

pany intends to cut its annual costs

approximately ¥50 billion through

such measures as collaboration

with NMOC and steps to increase

the efficiency of affiliated compa-

nies. Thus, combined with previous

accomplishments, the Company

intends to have implemented ratio-

nalization measures that reduce its

annual costs a total of approxi-

mately ¥200 billion by the end

of VC21, its current two-year

management plan.

Aiming to Be the Number One

Company in Six Respects

Anticipating that its operating envi-

ronment will present it with still

harsher competitive challenges,

Cosmo Oil has drafted VC21 with

an eye to providing the manage-

ment vision and strategies needed

to confidently face those challenges.

In addition to sustaining the cost-

cutting measures of previous man-

agement plans, VC21 goes a step

further in prescribing steps to differ-

entiate Cosmo Oil more clearly from

Cosmo’s competitors and to build

competitive strengths that are clear-

ly superior to those of competing

companies. Aiming to make its net-

work one that attracts and inspires
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strong loyalty on the part of cus-

tomers, the Company is placing pri-

mary emphasis on boosting the

added value generated throughout

its operations. 

VC21 calls for Cosmo Oil to be

the number one company in its

industry in the six following ways.

• No. 1 in environmental protection:

Cosmo Oil will meet and surpass

the growing expectations of global

society in this regard as a means

of displaying excellent corporate

citizenship and boosting its com-

petitiveness.

• No. 1 in customer satisfaction:

Cosmo Oil will further increase the

emphasis on customer satisfac-

tion that is a traditional part of its

corporate culture.

• No. 1 in profitability: Cosmo Oil

will relentlessly pursue the goals

of equipping itself with superior

cost-competitiveness, marketing

capabilities, and risk management

systems.

• No. 1 in management speed:

Cosmo Oil will strategically utilize

superior information resources

and technologies so that it can

make the best management deci-

sions more quickly.

• No. 1 in employee spirit: Cosmo

Oil will promote employees’ efforts

to constantly upgrade their skills

and to enthusiastically contribute

to the Company’s success

through participation in value-

creating groups.

• No. 1 in quality of work environ-

ments: Cosmo Oil will utilize per-

sonnel systems that ensure that

employee contributions are

appropriately recognized.

Regarding overall consolidated

performance, by the end of March

2003 VC21 calls for Cosmo Oil to

boost its return on equity and equity

ratio to 10% and 20%, respectively,

while reducing interest-bearing debt

as a share of total assets to 40%.

Strong Emphasis on Added Value

in Marketing Operations

Because augmenting Cosmo Oil’s

appeal to customers while inspiring

loyalty among them is one of

VC21’s two principal visions, the

plan devotes great attention to the

Company’s marketing operations.

VC21 calls for Cosmo Oil to further

differentiate itself from competing

companies by more fully leveraging

its unique strengths.

The Company independently

manages its Cosmo The Card cred-

it card system. Approximately 2.4

million Cosmo The Card credit

cards have been issued over the

years, of which a large number,

almost 70%, are still active. This

system and cardholder base repre-

sent important corporate strengths.

Cardholders can avail themselves

of such optional services as bonus

point accumulation based on the

value of nonfuel purchases at ser-

vice stations as well as the oil

industry’s only electronic toll collec-

tion service. In the future, Cosmo

Oil intends to work hard to further

increase the convenience of its card

services and thereby expand its

cardholder base. The Company is

also striving to meet its clientele’s

needs for “total car care” centers

that offer a comprehensive range of

services, including the performance

of maintenance and mandatory

vehicle inspections. To achieve this,

Cosmo Oil is expanding its nation-

wide network of B-cle CAR CARE

Convenience outlets at service sta-

tions while supporting the efforts of

affiliated service stations to enhance

their service quality by assigning a

greater number of its personnel to

work as supervisors for affiliated
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service stations. Cosmo Oil is utiliz-

ing the Internet to augment its two-

way communications with affiliated

service station operators, particular-

ly with respect to such knowledge-

management methods as those

involving the sharing of information

on marketing success stories.

Maximizing Value Creation in

Operations of All Divisions and

Group Companies

Cosmo Oil is already one of the top

Japanese oil companies in terms

of the cost-competitiveness of its

refining operations, and plans call

for the Company to further integrate

its refining and marketing systems

and better leverage the strengths of

those systems through sophisticat-

ed supply-demand management

systems that promote a rise in the

added value of refining operations.

At the same time, the Company is

augmenting its programs aimed at

ensuring environmental protection

and harmonious relations with com-

munities near its facilities through

the development and utilization of

improved technologies for reducing

the environmental impact of opera-

tions and ensuring operational

safety.

As it is also intent on becoming

a top company in the industry with

respect to distribution efficiency,

Cosmo Oil has accelerated its

timetable for rationalizing its distrib-

ution network. Targets originally

scheduled for attainment in March

2003 are now expected to be

reached by March 2002. 

Structural reforms are progres-

sively being implemented in finance,

personnel, general affairs, account-

ing, and other administrative

departments. In particular, Cosmo

Oil has slimmed its balance sheet

¥93.0 billion over the past 2 years

and is aiming to increase this aggre-

gate sum to ¥200.0 billion. To real-

ize the remaining ¥107.0 billion in

reductions, the Company is contin-

uing to take such measures as

boosting the liquidity of accounts

receivable and disposing of under-

utilized assets. Other important

means of rationalizing and boosting

added value throughout the

Company include the introduction

of Companywide knowledge-

management systems and the

promotion of management trans-

parency and efficiency using SAP,

an enterprise resource planning

package and comprehensive

accounting system that was

introduced in April 2000.

Cosmo Oil is introducing more

rigorous Group management sys-

tems that require, in principle, that

all loss-making companies expedi-

tiously begin generating a profit.

These systems and another system

for the permanent reassignment

of parent company employees to

Group companies are designed

to ensure the appropriate assign-

ment of profit-generation responsi-

bilities as well as provide a clear-cut

basis for increasing the efficiency

of capital allocation.

Becoming a Comprehensive

Energy Company

Cosmo Oil has begun full-scale

efforts to build a solid base as a

comprehensive energy company,

with particular attention to expand-

ing the Company’s electric power

generation and natural gas opera-

tions. Regarding electric power,

Cosmo Oil has a comprehensive

operational scope because it sup-

plies equipment for small- and

large-scale dispersed generation

needs as well as direct power gen-

eration and supply operations as

an independent power producer

(IPP). The Company has already

begun taking concrete steps to

establish natural gas operations

that are facilitated by the recent

relaxation of related regulations. 

Creative Destruction

Cosmo Oil is determined to pro-

ceed with the steps required to

reform its operations and attain its

strategic goals. Accordingly, it will

not flinch from the need to decisive-

ly eliminate existing systems and

operations when such destruction is

necessary to create the optimal

systems and operations that are the

defining characteristics of corporate

groups with clear-cut competitive

superiority in their industries. The

Cosmo Oil Group is firmly resolved

to follow through with its plans to

transform itself. 
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