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[bookmark: _Toc224865683][bookmark: _Toc236794701]1. Executive Summary
This report critically evaluates the feasibility of Costco Wholesale Corporation's expansion into the Brazilian retail market and recommends an appropriate market entry strategy to support sustainable international growth. The analysis begins by examining Costco's organisational classification and international strategy using Bartlett and Ghoshal's International Strategy Framework, demonstrating that the company's globally integrated business model, supported by selective local adaptation, has been fundamental to its international success.
The report subsequently evaluates Brazil's political, economic, legal and cultural environment to assess the country's overall market attractiveness. The findings indicate that Brazil offers considerable long-term growth opportunities due to its large consumer market, expanding middle-income population and developing organised retail sector. However, regulatory complexity, taxation, inflationary pressures and cultural differences present challenges that require careful strategic management. The application of Dunning's Eclectic (OLI) Paradigm confirms that Costco possesses strong ownership, location and internalisation advantages that support foreign direct investment within the Brazilian market.
Alternative market entry modes, including joint ventures, acquisitions, strategic alliances and wholly owned subsidiaries, are critically evaluated. Based on the analysis, establishing a wholly owned subsidiary is identified as the most appropriate strategy because it provides Costco with the highest level of operational control while protecting its membership-based business model, global supply chain capabilities and competitive advantages.
Overall, the report concludes that Brazil represents a strategically attractive long-term market for Costco, provided that market entry is supported by selective local adaptation, effective risk management and a disciplined international expansion strategy.



[bookmark: _Toc236794702]2. Introduction
In an increasingly globalised economy, multinational corporations (MNCs) continuously seek opportunities to expand into international markets to achieve sustainable growth, strengthen competitive advantage and diversify revenue streams. However, successful international expansion requires organisations to carefully evaluate the strategic attractiveness of potential host markets, as differences in political, economic, legal and cultural environments can significantly influence market entry decisions and long-term business performance (Hill, 2024). Consequently, selecting an appropriate market and entry strategy has become a fundamental aspect of international business management.
Costco Wholesale Corporation (Costco) is one of the world's leading membership-based warehouse retailers, recognised for its low-cost operating model, efficient global supply chain, limited product assortment and strong customer value proposition. Through its membership-driven business model and operational efficiency, Costco has successfully expanded across several international markets, including Canada, Mexico, the United Kingdom, Japan, South Korea, Australia and China (Costco Wholesale Corporation, 2025). Despite its extensive international footprint, Costco has not established a significant operational presence in Brazil, making the country an appropriate market for evaluating a potential international expansion strategy.
Brazil is the largest economy in Latin America and one of the world's largest consumer markets, offering significant opportunities for international retailers due to its large population, expanding middle-income segment and well-developed retail industry. Nevertheless, the country also presents strategic challenges, including complex taxation, regulatory requirements, infrastructure constraints and intense competition from established domestic and international retailers. These characteristics make Brazil an appropriate context for critically assessing the opportunities and risks associated with Costco's international expansion.
Accordingly, this report critically evaluates Costco's potential entry into the Brazilian market. It begins by analysing the company's international strategy and global configuration using Bartlett and Ghoshal's framework before critically examining Brazil's political, economic, legal and cultural environment. The report subsequently applies Dunning's Eclectic (OLI) Paradigm to evaluate Costco's ownership, location and internalisation advantages before recommending the most appropriate market entry strategy based on strategic fit, risk considerations and long-term competitive sustainability.

[bookmark: _Toc236794703]3. Organizational Classification and Global Strategy
[bookmark: _Toc236794704]3.1 Company Background
Costco Wholesale Corporation (Costco) is one of the world's leading membership-based warehouse retailers, operating a business model centred on providing high-quality products at consistently low prices through bulk purchasing and operational efficiency. Founded in 1983 and headquartered in Washington, United States, Costco has expanded into several international markets, including Canada, Mexico, the United Kingdom, Japan, South Korea, Australia, China and parts of Europe, demonstrating a successful history of international growth (Costco Wholesale Corporation, 2025). Unlike traditional supermarkets, Costco generates a significant proportion of its profitability through annual membership fees, allowing the company to maintain low product mark-ups while fostering high customer loyalty. Its competitive advantage is further strengthened by efficient supply chain management, global purchasing power, limited stock-keeping units (SKUs) and strong supplier relationships, enabling economies of scale and cost leadership (Hill, 2024). These strategic capabilities have supported Costco's sustained international expansion and provide a strong foundation for evaluating its potential entry into the Brazilian retail market.
[bookmark: _Toc236794705]3.2 Bartlett and Ghoshal's International Strategy Framework
Bartlett and Ghoshal's (1989) international strategy framework classifies multinational corporations into four strategic orientations: international, multinational, global and transnational, based on the balance between global integration and local responsiveness. Among these approaches, Costco's international operations most closely resemble a global strategy, characterised by high global integration and relatively limited local adaptation. The company maintains a standardised warehouse format, centralised procurement, consistent membership model and globally recognised value proposition across its international markets, enabling significant economies of scale and operational efficiency (Bartlett and Ghoshal, 1989).
However, Costco's strategy is not entirely standardised. The company demonstrates selective adaptation by modifying product assortments to accommodate local consumer preferences, regulatory requirements and cultural expectations. For example, warehouses in Asian markets offer region-specific food products while maintaining Costco's core operational principles. This selective localisation suggests that Costco incorporates elements of a transnational approach without fundamentally departing from its globally integrated business model. Consequently, classifying Costco solely as a global organisation may oversimplify its international strategy. Instead, its ability to preserve operational consistency while responding to essential local market conditions has been a key contributor to its international competitiveness and provides valuable strategic insights for evaluating expansion into Brazil.
[bookmark: _Toc236794706]3.3 Global Configuration and Competitive Advantage
Costco's global configuration is built upon a highly integrated supply chain, centralised purchasing and a standardised membership-based retail model that supports consistent operational performance across international markets. By leveraging global sourcing and long-term supplier relationships, the company achieves significant purchasing power and cost efficiencies that are difficult for competitors to replicate (Costco Wholesale Corporation, 2025). These efficiencies enable Costco to maintain its low-price strategy while preserving product quality and customer satisfaction.
Furthermore, Costco's membership model provides a predictable revenue stream that enhances financial stability and encourages customer loyalty, reinforcing its competitive advantage beyond price competition alone. The combination of economies of scale, strong brand reputation, operational efficiency and disciplined international expansion has created a portfolio of strategic capabilities that can support future growth. Nevertheless, the effectiveness of these capabilities within Brazil will depend on the company's ability to balance global standardisation with the local market conditions identified in the following macro-environmental analysis.

[bookmark: _Toc236794707]4. Macro-Environmental Appraisal and Market Attractiveness
[bookmark: _Toc236794708]4.1 Political Environment
The political environment plays a fundamental role in shaping the success of foreign market entry by influencing regulatory certainty, investment confidence and long-term business sustainability (Hill, 2024). For multinational retailers such as Costco, political stability and government policies are particularly important because large-scale warehouse operations require substantial capital investment, long-term supplier relationships and predictable regulatory conditions. Although Brazil has experienced periods of political uncertainty in recent years, it remains one of Latin America's largest recipients of foreign direct investment (FDI), supported by democratic institutions, an established legal framework and ongoing economic reforms aimed at improving the business environment (World Bank, 2025). Furthermore, the Brazilian government has introduced structural reforms, including indirect tax reforms, to simplify the taxation system, reduce compliance costs and improve productivity, thereby enhancing the country's attractiveness to foreign investors (World Bank, 2025). 
Government policies towards foreign investment have become increasingly supportive, with Brazil encouraging international investment to stimulate economic growth, employment and technological development (OECD, 2025). The country's large consumer market and continued efforts to improve the investment climate provide favourable conditions for multinational retailers seeking long-term expansion opportunities (World Bank, 2025). However, administrative bureaucracy, complex licensing procedures and regulatory differences between federal, state and municipal governments continue to increase the time and cost associated with establishing new business operations (Hill, 2024). For Costco, these institutional complexities could delay market entry and increase compliance costs, requiring careful planning and effective engagement with local authorities and stakeholders.
Trade and retail policies further influence Costco's potential expansion into Brazil. As a founding member of Mercosur, Brazil benefits from regional economic integration, which facilitates trade among member states while maintaining tariff protections on selected imported goods from outside the bloc (Peng, 2022). Although Mercosur provides opportunities for regional sourcing and future market expansion, Brazil's import tariffs and customs procedures may increase procurement costs for Costco's globally integrated supply chain (Peng, 2022). Nevertheless, the government's continued commitment to improving trade relations and enhancing the business environment is expected to strengthen Brazil's attractiveness for international retailers over the long term. 
Overall, Brazil's political environment presents both opportunities and challenges for Costco's proposed market entry. Government initiatives to attract foreign investment and improve economic competitiveness enhance the country's long-term investment appeal, whereas bureaucratic complexity and regulatory uncertainty remain significant operational risks. Therefore, while Brazil's political environment is generally favourable for international expansion, Costco must adopt a carefully planned market entry strategy that balances its globally standardised business model with Brazil's institutional and regulatory environment (Bartlett and Ghoshal, 1989; Hill, 2024).
[bookmark: _Toc236794709]4.2 Economic Environment
Brazil's economic environment is a significant determinant of Costco's potential market entry, as macroeconomic conditions directly influence consumer purchasing power, retail demand and investment decisions. As the largest economy in Latin America, Brazil offers substantial commercial opportunities due to its large population, diversified economy and expanding consumer market. Although economic growth is forecast to moderate following strong post-pandemic performance, Brazil continues to demonstrate economic resilience. Real GDP grew by 3.4% in 2024 and is projected to grow by approximately 2.3% in 2025, reflecting sustained domestic demand despite higher interest rates and external economic pressures (World Bank, 2026). This continued growth supports the long-term attractiveness of Brazil as a destination for multinational retailers seeking market expansion.
Inflation remains one of Brazil's principal macroeconomic challenges. Although inflationary pressures have eased compared with previous years, consumer price inflation remains above the Brazilian Central Bank's target, increasing operating costs and reducing household purchasing power (OECD, 2026). High inflation can affect Costco's low-price value proposition by increasing procurement, logistics and labour costs while simultaneously making consumers more price-conscious. However, Costco's cost leadership strategy, supported by bulk purchasing and efficient supply chain management, may enable the company to absorb some cost pressures more effectively than smaller competitors, thereby strengthening its competitive position during periods of inflation (Hill, 2024).
Exchange rate fluctuations also represent an important consideration for Costco. The Brazilian Real has historically experienced periods of volatility against major international currencies, which may increase the cost of imported products and expose multinational firms to foreign exchange risk (Peng, 2022). As Costco relies extensively on global sourcing for many of its products, currency depreciation could reduce profit margins unless effective hedging strategies and greater local sourcing are implemented. Nevertheless, Brazil's flexible exchange rate regime and substantial foreign exchange reserves provide a degree of macroeconomic stability for long-term investors (World Bank, 2026).
Consumer spending and retail market growth further enhance Brazil's market attractiveness. Rising real wages, improving employment levels and an expanding middle-income population have supported household consumption, which remains a key driver of economic growth (OECD, 2026). Furthermore, Brazil's organised retail sector continues to expand as consumers increasingly demand value-oriented shopping experiences and modern retail formats. These trends closely align with Costco's membership-based warehouse model, which emphasises high-quality products at competitive prices. Consequently, despite short-term macroeconomic challenges, Brazil's favourable long-term consumption trends provide a strong economic foundation for Costco's proposed market entry.
[bookmark: _Toc236794710]4.3 Legal Environment
Brazil's legal environment is a critical consideration for multinational retailers because it directly influences market entry, operational efficiency and long-term business sustainability. Although Brazil generally maintains an open approach towards foreign direct investment (FDI), investors must comply with a comprehensive regulatory framework governing business registration, taxation, employment and consumer protection. Recent reforms, including indirect tax reforms designed to simplify the tax system and reduce compliance costs, have improved the country's investment climate and increased legal certainty for foreign businesses (World Bank, 2026). Nevertheless, regulatory complexity remains a challenge due to overlapping federal, state and municipal legislation, requiring multinational firms such as Costco to adopt robust legal compliance strategies. 
Brazil's labour legislation also has significant implications for Costco's operations. The country's labour framework provides extensive employee protections relating to wages, working hours, paid leave and social security contributions. While these regulations contribute to workforce stability and employee welfare, they also increase labour costs and administrative obligations for employers (Hill, 2024). Consequently, Costco must carefully manage workforce planning and human resource practices to maintain operational efficiency while complying with Brazilian employment legislation.
Consumer protection legislation represents another important legal consideration. Brazil's Consumer Protection Code (Código de Defesa do Consumidor) establishes strict requirements regarding product quality, pricing transparency, advertising and after-sales service. These regulations enhance consumer confidence but also impose greater compliance responsibilities on retailers (Peng, 2022). Costco's reputation for high-quality products, transparent pricing and strong customer service aligns well with these legal requirements, potentially strengthening consumer trust and supporting long-term brand development in the Brazilian market.
Competition law and taxation further shape the legal environment. Brazil's competition authority actively monitors anti-competitive behaviour to ensure fair market competition, creating a transparent environment for both domestic and foreign firms. At the same time, Brazil has historically been recognised for its complex tax system, which has increased compliance costs for businesses. However, recent tax reforms aimed at simplifying indirect taxation and aligning regulatory practices more closely with international standards are expected to reduce administrative burdens and improve the ease of doing business (OECD, 2025; World Bank, 2026). 
Overall, Brazil's legal environment offers a relatively secure foundation for foreign investment while presenting operational challenges associated with regulatory complexity and compliance costs. For Costco, successfully navigating labour regulations, consumer protection requirements and taxation will be essential to achieving sustainable market entry and maintaining its globally recognised standards of operational excellence.
[bookmark: _Toc236794711]4.4 Cultural Environment
Cultural factors significantly influence consumer behaviour, purchasing decisions and organisational success in international markets. Consequently, understanding Brazil's cultural characteristics is essential for evaluating Costco's proposed market entry, as cultural compatibility directly affects customer acceptance, marketing effectiveness and operational performance. Hofstede's Cultural Dimensions provide a useful framework for analysing national culture and assessing its implications for international business strategy (Hofstede, 2001).
Brazil exhibits relatively high power distance, indicating that hierarchical structures and respect for authority are widely accepted within society (Hofstede Insights, 2025). In addition, Brazil demonstrates a collectivist orientation, where interpersonal relationships, family connections and social networks play a significant role in influencing consumer behaviour and purchasing decisions. These characteristics suggest that Costco cannot rely solely on its global brand reputation but should also invest in developing strong relationships with local suppliers, employees and communities to establish trust and long-term customer loyalty (Peng, 2022). Furthermore, Brazil's relatively high uncertainty avoidance indicates that consumers generally prefer familiar brands and predictable shopping experiences, making brand credibility and product quality particularly important for new market entrants (Hofstede Insights, 2025).
Brazilian consumer behaviour is characterised by increasing demand for value, convenience and product quality, particularly among the expanding middle-income population (OECD, 2026). While consumers remain price-conscious due to inflationary pressures and income inequality, purchasing decisions are also influenced by product quality, customer service and brand reputation (Hill, 2024). Costco's business model, which combines competitive pricing with high-quality merchandise and a trusted international brand, aligns well with these consumer expectations. However, the company's membership-based warehouse concept may require effective marketing and consumer education, as warehouse club retailing remains less familiar than traditional supermarket formats within Brazil.
Shopping culture in Brazil is evolving rapidly as consumers increasingly embrace organised retail, modern shopping centres and digital commerce. Nevertheless, shopping also serves as a social activity, reflecting the country's relationship-oriented culture. Consequently, Costco may need to complement its globally standardised operating model with locally relevant product assortments, culturally appropriate marketing campaigns and enhanced customer engagement to strengthen market acceptance. Therefore, although Brazil's cultural environment presents opportunities for Costco's value-driven retail strategy, long-term success will depend on balancing global operational consistency with selective local adaptation to meet Brazilian consumer preferences (Bartlett and Ghoshal, 1989).
[bookmark: _Toc236794712]4.5 Critical Evaluation of Brazil's Market Attractiveness
The preceding macro-environmental analysis indicates that Brazil presents a strategically attractive, yet operationally complex, market for Costco's international expansion. Politically, continued government support for foreign investment and ongoing economic reforms contribute to a favourable investment climate, although bureaucratic procedures and regulatory complexity remain significant barriers to market entry (World Bank, 2026). Economically, Brazil's position as the largest economy in Latin America, combined with rising consumer expenditure and a growing middle-income population, provides substantial long-term growth opportunities for organised retailers (OECD, 2026). Nevertheless, inflationary pressures and exchange rate volatility continue to create uncertainty regarding operating costs and profitability.
From a legal perspective, strengthened consumer protection legislation and recent tax reforms improve market transparency and investor confidence. However, compliance with Brazil's complex taxation system and labour regulations may increase operational costs for multinational organisations (Hill, 2024). Similarly, the cultural analysis demonstrates strong alignment between Brazilian consumers' demand for quality, value and trusted brands and Costco's membership-based warehouse model. However, successful market penetration will require selective adaptation to local shopping habits and consumer expectations, particularly regarding relationship-oriented business practices and customer engagement (Hofstede, 2001).
Overall, the opportunities presented by Brazil significantly outweigh the associated challenges. Costco's operational efficiency, global sourcing capabilities and value-driven business model position the company to capitalise on Brazil's expanding retail sector. However, long-term success will depend on balancing global standardisation with local market responsiveness, ensuring that strategic capabilities are effectively aligned with Brazil's institutional, economic and cultural environment. Consequently, the suitability of Costco's international expansion can be further evaluated using Dunning's Eclectic (OLI) Paradigm, which provides a comprehensive framework for assessing the firm's ownership, location and internalisation advantages (Dunning, 1988).
[bookmark: _Toc236794713]4.6 Dunning's Eclectic (OLI) Paradigm
Ownership Advantages - Dunning's Eclectic Paradigm proposes that firms are more likely to undertake foreign direct investment when they possess ownership-specific advantages that cannot be easily replicated by competitors (Dunning, 1988). Costco demonstrates several such advantages that support its potential expansion into Brazil. First, the company has established a globally recognised brand associated with high-quality merchandise, competitive pricing and strong customer satisfaction, providing an important source of differentiation within highly competitive retail markets (Costco Wholesale Corporation, 2025).
A second ownership advantage lies in Costco's membership-based warehouse business model. Unlike conventional retailers, Costco generates a substantial proportion of its operating income through annual membership fees, enabling the company to maintain exceptionally low product mark-ups while strengthening customer loyalty. This model creates a sustainable competitive advantage by combining recurring revenue with high customer retention (Hill, 2024).
Furthermore, Costco benefits from considerable global purchasing power, efficient inventory management and long-term supplier relationships. These operational capabilities allow the company to negotiate favourable purchasing agreements, reduce procurement costs and achieve significant economies of scale. Combined with advanced logistics systems and disciplined cost management, these ownership-specific resources provide Costco with capabilities that many domestic Brazilian retailers may find difficult to replicate. Therefore, Costco possesses strong ownership advantages that support international expansion and create a solid foundation for entering the Brazilian retail market.
Location Advantages - Location advantages refer to the characteristics of the host country that make foreign investment strategically attractive (Dunning, 1988). Brazil offers several location-specific advantages that support Costco's proposed expansion. As the largest economy in Latin America, Brazil provides access to a consumer market of more than 210 million people, creating substantial demand for organised retail and warehouse shopping formats (World Bank, 2026). Rapid urbanisation, increasing household incomes and the continued growth of the middle-income population further strengthen the country's long-term retail potential.
Brazil also benefits from a diversified economy, relatively developed transport infrastructure and membership of the Mercosur trading bloc, providing opportunities for regional sourcing and future expansion into neighbouring South American markets (Peng, 2022). These factors complement Costco's strategy of operating large-scale warehouse facilities supported by efficient supply chain management.
However, Brazil's location advantages are accompanied by several challenges. High logistics costs, regional infrastructure disparities, complex taxation and regulatory procedures may increase operational complexity and delay market entry. Additionally, established domestic retailers and international supermarket chains create an increasingly competitive retail landscape. Consequently, while Brazil offers significant long-term opportunities, Costco must carefully evaluate location-specific risks alongside its potential commercial benefits. Overall, the country's favourable demographic profile and growing retail market outweigh these challenges, making Brazil an attractive destination for foreign direct investment.
Internalisation Advantages - Internalisation advantages explain why multinational enterprises prefer to retain control over foreign operations rather than licensing or franchising their business model (Dunning, 1988). For Costco, maintaining direct control over its international operations is particularly important because its competitive advantage depends on consistent quality standards, efficient supply chain management and the successful implementation of its membership-based warehouse model.
A wholly controlled operating structure would enable Costco to protect its proprietary business processes, purchasing systems and supplier relationships while ensuring consistent customer service across international markets. Direct ownership would also facilitate greater coordination of procurement, inventory management and pricing strategies, thereby preserving Costco's global value proposition and operational efficiency (Hill, 2024).
Moreover, internalisation would reduce the risks associated with knowledge leakage, inconsistent service quality and strategic conflicts that may arise through licensing or franchise agreements. Given the importance of operational consistency within Costco's business model, retaining managerial control is likely to provide greater long-term strategic benefits despite requiring higher levels of investment and resource commitment.
Critical Evaluation of the OLI Framework - Dunning's Eclectic Paradigm provides a comprehensive framework for evaluating Costco's proposed expansion because it integrates firm-specific capabilities with host-country characteristics and strategic governance decisions (Dunning, 1988). In Costco's case, the framework demonstrates that the company possesses strong ownership advantages, Brazil offers attractive location-specific opportunities and internalisation provides the most effective mechanism for protecting strategic resources.
However, the OLI framework has limitations. It focuses primarily on economic and competitive factors and pays comparatively limited attention to dynamic institutional change, digital transformation and evolving consumer behaviour. Consequently, the framework should not be applied in isolation but alongside complementary strategic models such as Bartlett and Ghoshal's international strategy framework and the preceding macro-environmental analysis. When integrated with these approaches, the OLI Paradigm provides a robust strategic justification for Costco's potential expansion into Brazil.

[bookmark: _Toc236794714]5. Entry Mode Strategy and Strategic Synthesis
[bookmark: _Toc236794715]5.1 Costco's Historical International Expansion
Costco's international expansion strategy has historically been characterised by cautious, long-term investment and a strong preference for maintaining operational control over overseas operations. Rather than pursuing rapid global expansion, the company has entered selected international markets where demographic characteristics, purchasing power and regulatory conditions align with its membership-based warehouse model (Costco Wholesale Corporation, 2025). Since establishing its first international warehouse in Canada in 1985, Costco has expanded into markets including Mexico, the United Kingdom, Japan, South Korea, Australia, Taiwan, Spain, France, Iceland, Sweden, New Zealand and China, demonstrating a disciplined approach to international growth.
A notable characteristic of Costco's expansion strategy is its preference for establishing wholly owned subsidiaries rather than relying extensively on franchising or licensing agreements. This approach enables the company to maintain consistent operational standards, protect its supply chain capabilities and preserve its distinctive membership-based business model (Hill, 2024). While Costco has occasionally adapted product assortments and sourcing strategies to accommodate local consumer preferences, it has generally maintained a highly standardised operational framework across international markets.
The success of Costco's previous international expansion demonstrates that operational consistency, long-term investment and selective local adaptation have been fundamental drivers of its global competitiveness. These lessons provide valuable guidance when evaluating the most appropriate market entry strategy for Brazil.
[bookmark: _Toc236794716]5.2 Evaluation of Alternative Entry Modes
Several entry mode options could facilitate Costco's expansion into Brazil; however, each presents different advantages and limitations in terms of control, investment requirements, operational flexibility and strategic fit.
A joint venture would enable Costco to collaborate with an established Brazilian retail partner, providing access to local market knowledge, supplier networks and regulatory expertise while reducing financial risk (Peng, 2022). Such a partnership could facilitate faster market entry and help Costco navigate Brazil's complex regulatory environment. However, joint ventures often create challenges relating to shared decision-making, conflicting strategic objectives and reduced managerial control, potentially undermining Costco's standardised operating model.
A wholly owned subsidiary would provide Costco with the highest degree of strategic and operational control. This approach would allow the company to implement its global business model consistently, protect proprietary operational processes and maintain quality standards across procurement, pricing and customer service (Hill, 2024). Although this strategy requires significant financial investment and exposes the company to greater market risk, it aligns closely with Costco's historical international expansion strategy and long-term business philosophy.
An acquisition of an existing Brazilian retailer could provide immediate access to established distribution networks, customer relationships and operational infrastructure, reducing the time required to enter the market. Nevertheless, acquisitions involve substantial financial commitments and integration risks, including cultural differences, organisational restructuring and potential incompatibility with Costco's warehouse club concept (Johnson et al., 2020).
A strategic alliance represents a lower-risk alternative by enabling cooperation with local organisations without full ownership. Such alliances may support logistics, sourcing or technology sharing while preserving organisational flexibility. However, they provide limited managerial control and may not adequately protect Costco's proprietary business model or long-term competitive advantages.
Overall, while each entry mode offers specific benefits, their suitability depends on Costco's strategic priorities, operational requirements and long-term commitment to the Brazilian market.
5.3 Recommended Entry Strategy
Based on the preceding analysis, establishing a wholly owned subsidiary represents the most appropriate entry strategy for Costco's expansion into Brazil. This recommendation is consistent with the company's historical pattern of international expansion and its emphasis on maintaining operational consistency, quality standards and supply chain efficiency (Costco Wholesale Corporation, 2025).
Although a wholly owned subsidiary requires a higher level of capital investment than alternative entry modes, it provides Costco with complete control over strategic decision-making, procurement, pricing, inventory management and customer experience. Such control is particularly important because Costco's competitive advantage depends on the effective integration of its membership model, global sourcing capabilities and operational efficiency (Dunning, 1988). Direct ownership would also minimise the risks associated with knowledge leakage, inconsistent service standards and strategic conflicts that may arise through partnerships or licensing arrangements.
Furthermore, Brazil's long-term economic potential, expanding retail market and growing middle-income population justify Costco's substantial resource commitment. While the company should selectively adapt product assortments and sourcing strategies to meet local consumer preferences, maintaining centralised strategic control will better preserve Costco's global brand identity and operational excellence. Therefore, a wholly owned subsidiary offers the strongest strategic fit by balancing long-term growth opportunities with the company's established international business model.
[bookmark: _Toc236794717]5.4 Risks and Mitigation Strategies
Despite Brazil's significant market potential, Costco's expansion would be exposed to several strategic risks. Political and regulatory changes could increase compliance costs, while inflation and exchange rate volatility may affect profitability. Operational risks include supply chain disruption, infrastructure constraints and difficulties establishing efficient distribution networks. Cultural differences may also influence consumer acceptance of Costco's membership-based warehouse model. To mitigate these risks, Costco should adopt a phased market entry strategy, strengthen local supplier partnerships, implement robust currency risk management, maintain continuous regulatory compliance and invest in market-specific marketing campaigns to enhance consumer awareness and brand acceptance (Hill, 2024).

[bookmark: _Toc236794718]6. Conclusion
This report critically evaluated the feasibility of Costco Wholesale Corporation's expansion into the Brazilian retail market by integrating strategic management frameworks with an analysis of Brazil's macro-environment. The application of Bartlett and Ghoshal's International Strategy Framework demonstrated that Costco's globally integrated business model, supported by selective local adaptation, has been a key contributor to its international success. Furthermore, the political, economic, legal and cultural analyses identified Brazil as a strategically attractive market due to its large consumer base, expanding retail sector and long-term economic potential, despite challenges associated with regulatory complexity, inflationary pressures and administrative bureaucracy.
The application of Dunning's Eclectic (OLI) Paradigm further confirmed that Costco possesses significant ownership advantages, including its globally recognised brand, membership-based warehouse model, operational efficiency and extensive supply chain capabilities. These firm-specific strengths, combined with Brazil's favourable location advantages and the benefits of maintaining internal control over international operations, provide a strong strategic justification for foreign direct investment. Among the alternative market entry modes evaluated, establishing a wholly owned subsidiary was identified as the most appropriate strategy because it offers the highest level of operational control, protects Costco's competitive advantages and aligns with the company's historical approach to international expansion.
In conclusion, Brazil represents a viable long-term growth opportunity for Costco. Although successful market entry will require careful management of regulatory, operational and cultural challenges, the company's established international capabilities and disciplined expansion strategy position it well to achieve sustainable competitive advantage and long-term success within the Brazilian retail market.

[bookmark: _Toc236794719]7. Reflective Account Using Gibbs' Reflective Cycle
Description - This reflective account evaluates the learning process undertaken during the preparation of the international market entry strategy for Costco Wholesale Corporation's proposed expansion into Brazil. The assessment required the application of established international business theories and strategic management frameworks to evaluate the suitability of Brazil as a potential host market and recommend an appropriate market entry strategy. A structured research process was adopted, beginning with an extensive review of academic literature relating to international business strategy, multinational enterprise expansion and foreign market entry. Core theoretical frameworks, including Bartlett and Ghoshal's International Strategy Framework and Dunning's Eclectic (OLI) Paradigm, were selected to establish an analytical foundation for the report. In addition, company reports published by Costco, together with publications from organisations such as the World Bank and OECD, were used to evaluate Brazil's political, economic, legal and cultural environment. The information collected was critically analysed and synthesised to develop evidence-based strategic recommendations while ensuring that the analysis reflected current developments within the international business environment.
Feelings - At the commencement of this assessment, it became evident that evaluating an international market entry strategy required a considerably deeper level of critical analysis than the simple application of theoretical models. Although an understanding of international business concepts had previously been developed through academic study, the complexity of selecting an appropriate host market and justifying strategic recommendations highlighted the importance of integrating organisational capabilities with macro-environmental analysis. As the research progressed, engagement with academic literature, company reports and publications from international organisations enhanced understanding of the strategic factors influencing international expansion. The application of frameworks such as Bartlett and Ghoshal's International Strategy Framework and Dunning's Eclectic (OLI) Paradigm strengthened appreciation of the relationship between theoretical concepts and practical business decision-making. Consequently, the research process contributed to the development of a more analytical and evidence-based understanding of international market expansion.
Evaluation - The research process proved effective in developing a comprehensive understanding of the strategic considerations associated with international market expansion. The use of peer-reviewed academic journals, company annual reports and publications from internationally recognised organisations enhanced the credibility of the analysis and supported evidence-based decision-making. Applying established frameworks such as Bartlett and Ghoshal's International Strategy Framework and Dunning's Eclectic (OLI) Paradigm enabled the integration of theoretical knowledge with the practical evaluation of Costco's expansion into Brazil, resulting in a structured and logically developed report.
Despite these strengths, several challenges emerged during the preparation of the assessment. The availability of large volumes of information relating to Brazil's economic and regulatory environment required careful source selection to ensure that only current, reliable and relevant evidence was incorporated into the analysis. Furthermore, balancing theoretical discussion with practical application proved challenging, as it was necessary to avoid descriptive writing while maintaining a clear focus on Costco's strategic position. These challenges were addressed through critical comparison of multiple academic and professional sources, enabling stronger justification of strategic conclusions and recommendations.
Analysis - The preparation of this report demonstrated that successful international market expansion requires the integration of multiple strategic perspectives rather than reliance on a single theoretical framework. The application of Bartlett and Ghoshal's International Strategy Framework highlighted the importance of balancing global integration with local responsiveness when evaluating multinational business strategies. Analysing Costco's international operations through this framework demonstrated that maintaining global operational consistency while selectively adapting to local market conditions can strengthen competitive advantage within diverse international environments (Bartlett and Ghoshal, 1989). This reinforced the understanding that international expansion is not solely determined by organisational resources but also by the firm's ability to respond effectively to market-specific conditions.
The application of Dunning's Eclectic (OLI) Paradigm further enhanced understanding of the strategic factors influencing foreign direct investment decisions. Rather than viewing market entry as a simple geographical expansion, the framework demonstrated how ownership-specific capabilities, host-country advantages and internalisation decisions collectively influence the long-term success of international operations (Dunning, 1988). Integrating the OLI framework with the political, economic, legal and cultural analysis provided a more comprehensive basis for evaluating Brazil's attractiveness as a potential market and strengthened the strategic justification for recommending a wholly owned subsidiary as the preferred entry mode.
Furthermore, the research process highlighted the importance of critically evaluating information obtained from academic literature, company reports and international organisations rather than accepting evidence at face value. Comparing different perspectives enabled stronger justification of strategic recommendations and demonstrated the value of evidence-based decision-making within international business. Overall, the assessment strengthened analytical thinking, strategic evaluation and the ability to apply established theoretical frameworks to complex real-world business scenarios. These skills are fundamental for effective managerial decision-making within multinational organisations operating in increasingly dynamic global markets.
Conclusion - The completion of this assessment significantly enhanced understanding of the strategic complexities associated with international market expansion and reinforced the importance of adopting an evidence-based approach to business decision-making. The integration of international business theories with contemporary economic and organisational evidence demonstrated that successful market entry decisions require consideration of both firm-specific capabilities and external environmental conditions. Furthermore, the research process highlighted the value of critically evaluating multiple sources of information to develop balanced and well-supported strategic recommendations. Overall, the assessment strengthened knowledge of international business strategy while improving analytical reasoning, critical evaluation and strategic thinking. These learning outcomes provide a stronger foundation for assessing complex international business challenges and support continued professional development within global business and strategic management contexts.
Action Plan - Future academic and professional development will benefit from building upon the knowledge and skills developed throughout this assessment. Greater emphasis will be placed on engaging with a wider range of contemporary peer-reviewed literature and industry reports to strengthen the quality of evidence supporting strategic decision-making. In addition, further development of critical evaluation skills will be prioritised by comparing alternative theoretical perspectives and considering the limitations of strategic frameworks rather than relying on a single analytical approach. Future international business analyses will also place greater emphasis on integrating quantitative market data with qualitative organisational insights to produce more balanced strategic recommendations. Furthermore, continued development of strategic thinking, cross-cultural awareness and evidence-based decision-making will enhance the ability to evaluate complex international business environments and support more effective managerial decision-making within multinational organisations.

[bookmark: _Toc236794720]References
Administrative Council for Economic Defence (CADE) (2011) Law No. 12,529 of 30 November 2011: Brazilian competition law. Available at: https://cdn.cade.gov.br/portal-ingles/topics/leniency%20program/Applicable%20Laws/law-no-12529-2011-english-version-from-18-05-2012.pdf (Accessed: 22 July 2026). 
Administrative Council for Economic Defence (CADE) (2025) Guidelines for competition compliance programmes. Brasília: CADE. Available at: https://cdn.cade.gov.br/Portal/centrais-de-conteudo/publicacoes/guias-do-cade/compliance-guidelines-final-version.pdf (Accessed: 25 July 2026). 
Administrative Council for Economic Defence (CADE) (2026) About CADE. Available at: https://www.gov.br/cade/en/access-to-information/about-us (Accessed: 3 August 2026). 
Agência Nacional de Proteção de Dados (ANPD) (2025) Brazilian General Data Protection Law: Law No. 13,709. Available at: https://www.gov.br/anpd/pt-br/centrais-de-conteudo/outros-documentos-e-publicacoes-institucionais/lgpd-en-lei-no-13-709-capa.pdf (Accessed: 29 July 2026). 
Bartlett, C.A. and Ghoshal, S. (1989) Managing across borders: The transnational solution. Boston, MA: Harvard Business School Press.
Brouthers, K.D. (2002) ‘Institutional, cultural and transaction cost influences on entry mode choice and performance’, Journal of International Business Studies, 33(2), pp. 203–221. doi: 10.1057/palgrave.jibs.8491013.
Buckley, P.J. and Casson, M.C. (1976) The future of the multinational enterprise. London: Macmillan.
Costco Wholesale Corporation (2025a) Annual report 2025. Issaquah, WA: Costco Wholesale Corporation. Available at: https://investor.costco.com/financials/annual-reports-and-proxy-statements/default.aspx (Accessed: 5 August 2026). 
Costco Wholesale Corporation (2025b) Sustainability report 2025. Issaquah, WA: Costco Wholesale Corporation. Available at: https://investor.costco.com/financials/annual-reports-and-proxy-statements/default.aspx (Accessed: 4 August 2026). 
Costco Wholesale Corporation (2025c) ‘Costco Wholesale Corporation reports fourth-quarter and fiscal-year 2025 operating results’, 25 September. Available at: https://investor.costco.com/news/news-details/2025/Costco-Wholesale-Corporation-Reports-Fourth-Quarter-and-Fiscal-Year-2025-Operating-Results/default.aspx (Accessed: 2 August 2026). 
Costco Wholesale Corporation (2026) ‘Costco Wholesale Corporation reports second-quarter and year-to-date fiscal 2026 operating results’, 5 March. Available at: https://investor.costco.com/news/news-details/2026/Costco-Wholesale-Corporation-Reports-Second-Quarter-and-Year-to-Date-Operating-Results-for-Fiscal-2026-and-February-Sales-Results/default.aspx (Accessed: 5 August 2026). 
Dunning, J.H. (1988) ‘The eclectic paradigm of international production: A restatement and some possible extensions’, Journal of International Business Studies, 19(1), pp. 1–31. doi: 10.1057/palgrave.jibs.8490372.
Dunning, J.H. (2000) ‘The eclectic paradigm as an envelope for economic and business theories of MNE activity’, International Business Review, 9(2), pp. 163–190. doi: 10.1016/S0969-5931(99)00035-9.
Ghemawat, P. (2001) ‘Distance still matters: The hard reality of global expansion’, Harvard Business Review, 79(8), pp. 137–147.
Gibbs, G. (1988) Learning by doing: A guide to teaching and learning methods. Oxford: Further Education Unit, Oxford Polytechnic.
Hill, C.W.L. (2022) International business: Competing in the global marketplace. 14th edn. New York: McGraw-Hill Education.
Hofstede, G. (2001) Culture’s consequences: Comparing values, behaviours, institutions and organisations across nations. 2nd edn. Thousand Oaks, CA: Sage.
Hofstede, G., Hofstede, G.J. and Minkov, M. (2010) Cultures and organizations: Software of the mind. 3rd edn. New York: McGraw-Hill.
International Monetary Fund (2025) Brazil: 2025 Article IV consultation—press release, staff report and statement by the Executive Director for Brazil. IMF Country Report No. 25/194. Washington, DC: International Monetary Fund. Available at: https://www.imf.org/en/publications/cr/issues/2025/07/16/brazil-2025-article-iv-consultation-press-release-staff-report-and-statement-by-the-568678 (Accessed: 20 July 2026). 
International Monetary Fund (2026) Brazil: 2026 Article IV consultation—press release, staff report and statement by the Executive Director for Brazil. Washington, DC: International Monetary Fund. Available at: https://www.imf.org/en/publications/cr/issues/2026/07/22/brazil-2026-article-iv-consultation-press-release-staff-report-and-statement-by-the-577953 (Accessed: 4 August 2026). 
Johanson, J. and Vahlne, J.-E. (1977) ‘The internationalization process of the firm: A model of knowledge development and increasing foreign market commitments’, Journal of International Business Studies, 8(1), pp. 23–32. doi: 10.1057/palgrave.jibs.8490676.
Meyer, K.E., Estrin, S., Bhaumik, S.K. and Peng, M.W. (2009) ‘Institutions, resources and entry strategies in emerging economies’, Strategic Management Journal, 30(1), pp. 61–80. doi: 10.1002/smj.720.
Ministry of Finance of Brazil (2025) Statement to the International Monetary and Financial Committee. Brasília: Ministry of Finance. Available at: https://www.gov.br/fazenda/pt-br/central-de-conteudo/discursos-do-ministro/IMFCS512518Stmt.Mr.HaddadBrazil.pdf (Accessed: 23 July 2026). 
Ministry of Finance of Brazil (2026) Brazilian economic and fiscal policy statement. Brasília: Ministry of Finance. Available at: https://www.gov.br/fazenda/pt-br/assuntos/noticias/2026/abril/arquivo/2026_04_15-imfc-statement-en.pdf (Accessed: 1 August 2026). 
Ministry of Justice and Public Security of Brazil (1990) Consumer Protection Code: Law No. 8,078 of 11 September 1990. Brasília: Government of Brazil. Available at: https://www.gov.br/mj/pt-br/assuntos/seus-direitos/consumidor/Anexos/guia-do-consumidor-estrangeiro-ingles.pdf (Accessed: 26 July 2026). 
OECD (2019) OECD peer reviews of competition law and policy: Brazil. Paris: OECD Publishing. Available at: https://cdn.cade.gov.br/portal-ingles/topics/leniency%20program/Publications%20/oecd-peer-reviews-of-competition-law-and-policy-brazil-ENG-web.pdf (Accessed: 21 July 2026). 
OECD (2025a) Brazil: OECD Economic Outlook, Volume 2025 Issue 2. Paris: OECD Publishing. Available at: https://www.oecd.org/en/publications/oecd-economic-outlook-volume-2025-issue-2_9f653ca1-en/full-report/brazil_71db4eb2.html (Accessed: 31 July 2026). 
OECD (2025b) OECD integrity review of Brazil 2025. Paris: OECD Publishing. Available at: https://www.oecd.org/en/publications/oecd-integrity-review-of-brazil-2025_cfcce75d-en.html (Accessed: 28 July 2026). 
OECD (2025c) Latin American Economic Outlook 2025: Brazil. Paris: OECD Publishing. Available at: https://www.oecd.org/en/publications/latin-american-economic-outlook-2025_80e48de5-en/full-report/brazil_c9a033e3.html (Accessed: 30 July 2026). 
Peng, M.W. (2022) Global business. 5th edn. Boston, MA: Cengage Learning.
Rugman, A.M. and Verbeke, A. (2004) ‘A perspective on regional and global strategies of multinational enterprises’, Journal of International Business Studies, 35(1), pp. 3–18. doi: 10.1057/palgrave.jibs.8400073.
The Culture Factor Group (2025) Country comparison tool: Brazil and the United States. Available at: https://www.theculturefactor.com/country-comparison-tool (Accessed: 24 July 2026).
United Nations Conference on Trade and Development (2025) World investment report 2025: International investment in the digital economy. Geneva: United Nations.
Verbeke, A. and Kano, L. (2016) ‘An internalization theory perspective on the global and regional strategies of multinational enterprises’, Journal of World Business, 51(1), pp. 83–92. doi: 10.1016/j.jwb.2015.08.014.
Whittington, R., Angwin, D., Regnér, P., Johnson, G. and Scholes, K. (2020) Exploring strategy: Text and cases. 12th edn. Harlow: Pearson.
World Bank (2025) Brazil overview. Washington, DC: World Bank Group. Available at: https://www.worldbank.org/en/country/brazil/overview (Accessed: 19 July 2026). 
World Bank (2026a) Brazil: Economic overview and outlook. Washington, DC: World Bank Group. Available at: https://www.worldbank.org/ext/en/country/brazil (Accessed: 5 August 2026). 
World Bank (2026b) Macro poverty outlook: Brazil. Washington, DC: World Bank Group. Available at: https://thedocs.worldbank.org/en/doc/e408a7e21ba62d843bdd90dc37e61b57-0500032021/related/mpo-bra.pdf (Accessed: 3 August 2026). 
World Bank (2026c) Global economic prospects: Latin America and the Caribbean. Washington, DC: World Bank Group. Available at: https://thedocs.worldbank.org/en/doc/7ce50b5aa95bef66048680bba9926ec8-0050012026/related/GEP-Jan-2026-Analysis-LAC.pdf (Accessed: 27 July 2026).
 















[bookmark: _Toc236794721]Appendices



2
image1.png
Prifysgol Cymru
Y Drindod Dewi Sant

University of Wales
Trinity Saint David




