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[bookmark: _Toc236141275]Figure 1: Costco Wholesale Corporation
(Source: Sadam and B, 2025)
Costco Wholesale Corporation is a low-margin, high-volume, recurring-membership, warehouse retailer with a business model that has the distinction of being one of the largest in the world. The company was established in 1983 and has grown to be a multinational enterprise with over 900 warehouses in 14 countries and a highly standardised operating model (Costco, 2026a). 
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[bookmark: _Toc236141276]Figure 2: Costco Wholesale Corporation Consolidated Statements of Income (Fiscal Years 2023–2025)
(Source: Costco Wholesale Corporation, 2025)
By fiscal 2025, Costco had a revenue of about US $275 billion, of which international operations comprised about 27 percent of net sales, which shows that overseas expansion has become a major factor in its long term growth strategy (Costco Wholesale Corporation, 2025). 
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[bookmark: _Toc236141277]Figure 3: Bartlett and Ghoshal Analysis
(Source: Lema, Saka-Helmhout and Elango, 2015)
Bartlett and Ghoshal categorize multinational enterprises as international, multidomestic, global or transnational based on the degree to which they are globally integrated and locally responsive (Fonseca and Kogut, 2023). Costco can be described as having a Global Strategy with the main source of competitive advantage being global integration. Its centralised procurement, globally sourced sourcing, uniform warehouse form and uniform membership model create economies of scale, build supplier bargaining power and cost leadership but retain operational efficiency (Costco, 2026b).
Nevertheless, the attempt to categorize Costco as either global oversimplifies its international strategy. Hill claims that total standardisation is hardly ever possible due to institutional and consumer divergences that need selective adaptation whereas Peng insists on adjusting to host-country environments. Costco exhibits fewer transnational features with local sourcing of products and adapting merchandise, but maintains its globally integrated warehouse and membership business (Costco, 2026b).
[bookmark: _Toc237509313]1.3 Global Configuration and Competitive Advantage
The global structure of Costco combines centralised buying, an effective global supply chain, standardised warehouse operations and own-label brand, Kirkland Signature, into a competitive system that complements each other. Instead of fighting with large product diversity, Costco focuses the purchasing power of few high volume items, enhancing supplier bargaining power and lowering the cost of procurement (Singh, 2025). Such a combined arrangement produces sustainable cost leadership and Kirkland Signature also produces differentiation by producing high perceived quality at competitive prices.
However, too much standardisation could limit responsiveness in culturally different retail markets like Germany where consumer expectations, regulatory demands and competitive forces are not the same as those in the markets where Costco has developed. Costco might need to selectively adapt without losing its globally integrated model as compared to competitors like Aldi, whose strategy is developed upon deep local market knowledge. Thus, the competitive advantage of Costco is not just in its international operation but in the effective integration of global efficiencies with thoughtful localisation, which offers a solid strategic base to possible expansion into Germany (Kolhe, 2023).
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International market entry cannot be developed without macro-environmental analysis since host-country institutions influence the level of investment risk and strategic success. According to the Eclectic Paradigm and Institutional Theory, developed by Dunning, multinational enterprises have to match the firm-specific benefits with the location-specific circumstances (Gini and Agala, 2023). Thus, an analysis of the macro-environment in Germany is essential in determining the potential of Costco to expand internationally. 
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[bookmark: _Toc236141278]Figure 4: PELC Framework
(Source: Self-developed)
[bookmark: _Toc237509316]2.2 Political Environment
Costco has a Long-Term Investment Dedication which is backed by Institutional Stability.
The political climate in Germany is also strategically favourable to Costco since its warehouse-club model is costly to start-up and needs long-term commitment. In comparison to asset-light retailers, Costco has to build warehouses, create supplier networks and build membership adoption before it can get returns (Johnson, 2025). Thus, the predictability of politics has a direct impact on the attractiveness of investments.
Germany is a highly institutionalized country with one of the best governance systems in the world. 
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[bookmark: _Toc236141279]Figure 5: Germany’s Government Effectiveness  Percentile Rank
(Source: Trading Economics, 2026)
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[bookmark: _Toc236141280]Figure 6: Germany’s Rule of Law Percentile Rank
(Source: Geo Factbook, 2025)
Worldwide Governance Indicators provided by the World Bank put Germany at above global average in all six dimensions of governance, such as government effectiveness (86th percentile) and rule of law (92nd percentile) (Kaufmann and Kraay, 2024). This minimizes the political uncertainty among the foreign investors.
Following the OLI framework of Dunning, institutional stability generates location advantages by ensuring investment and facilitating long-term capital allocation (Batschauer da Cruz, Floriani and Amal, 2022).
Nonetheless, Costco has to attain legitimacy by adapting to the demands of corporate responsibility in Germany (Gustafsson, Schilling-Vacaflor and Lenschow, 2022).
Strategic implication: Germany encourages the control-based entry mode of Costco, yet it needs to be adapted locally to succeed.
EU Integration Creates Strategic Scale Beyond the German Market
The political importance of Germany goes beyond the domestic demand as EU membership makes it a strategic entry point into the European Single Market, which has access to some 450 million consumers due to the free flow of goods, services and capital (European Commission, 2026a). In the case of Costco, this improves economies of scale since Germany can operate as a regional distribution center and not just a national market. EU integration, however, also adds compliance requirements in food safety, competition, sustainability and consumer protection. According to the Institutional Theory, multinational enterprises gain legitimacy by accommodating host-country institutions instead of exporting the home-country practices to the foreign country (Kauppi, 2022). Strategic implication: Costco ought to set up operations in Germany that are fully compliant with the EU regulations to enable it to expand into Europe in future.
Regulatory Politics Increase Sustainability and Supply-Chain Pressure
German political priorities are increasingly focused on sustainability with the Supply Chain Due Diligence Act, which obliges companies to address human-rights and environmental risks throughout supply chains (BAFA, 2026). This heightens compliance requirements, but the global sourcing of Costco allows it to exert greater control over suppliers, and sustainability can be a source of competitive legitimacy instead of a regulatory requirement (Kauppi, 2022). 
Strategic implication: Costco can use sustainability governance as a tool to enhance consumer confidence and regulatory authority.
[bookmark: _Toc237509317]2.3 Economic Environment
Macroeconomic Conditions Create a Value Opportunity but Increase Entry Uncertainty
Germany is a potentially appealing yet strategically challenging market to Costco due to its high population of consumers favoring warehouse shopping and low economic performance raising doubts about the success of its membership uptake (McCluskey and Barton, 2020). The GDP of Germany increased slightly by 0.2 percent in 2025 following two years of decline, indicating economic strength but low growth rates in the short-term (Federal Statistical Office of Germany, 2026). This poses a strategic dilemma to Costco: the size of the German market and the purchasing power justify a long-term investment, but the stagnant growth can undermine the readiness of consumers to invest in the retail purchase on a membership basis.
Economic attractiveness, on the basis of market-seeking FDI, is not merely about the market size but also sustainable returns. The membership structure of Costco demands an initial commitment of the consumer, and therefore, confidence and value of the perceived worthiness is paramount to its adoption. Thus, the economic environment in Germany favors entry of Costco provided it provides better value.
Strategic implication: Costco needs to first focus on wealthy metropolitan areas where the purchasing power and acceptance of membership is the highest.
Consumer Spending and Warehouse Retail Viability
The economic pressures in Germany can make the Costco value proposition even stronger since inflation has made consumers more sensitive to the price-performance relations. Nevertheless, this is not a very long-term opportunity as German consumers already have access to highly efficient discount retailers without membership fees. Thus, the problem that Costco is facing is not the low prices but persuading the consumers that the membership will bring more economic value in terms of quality, exclusiveness and bulk savings (‌Kumar, 2026).
Applying the Resource-Based View, the strength of Costco will be determined by the ability of its integrated system of procurement scale, Kirkland Signature products and membership loyalty, to offer functions that can hardly be imitated by competitors (Liu, 2025). The revenue of membership amounted to about US$4.8 billion in fiscal 2024, which emphasizes that customer retention is not just an element of the operations of Costco but its core to profitability (Vanaik, 2024). 
Strategic implication: Costco needs to market membership as a long-term home investment as opposed to an incremental consumer expense.
Logistics Infrastructure Supports Operational Fit but Not Differentiation
The logistics potentials in Germany are highly consistent with the high-volume operating model of Costco. The Logistics Performance Index by the World Bank assesses infrastructure, the efficacy of customs, reliability of shipments and the competence of logistics, which is critical to the inventory-based Costco business model. Logistics capability, however, is available to all large retailers that are present in Germany and thus cannot in isolation generate competitive advantage (World Bank, 2026).
Strategic implication: Germany offers Costco an effective operating platform, however, sustainable advantage will require integrating German infrastructure with the global procurement system and membership ecosystem at Costco (Pokharna, 2025).
The economic environment of Germany therefore gives a reason to consider entry but the success of Costco depends on effective implementation capability and not economic attractiveness.
[bookmark: _Toc237509318]2.4 Legal Environment
Regulatory Discipline Strengthens Costco's Control-Based Entry Logic
The legal environment in Germany makes foreign retailers less attractive to operate in, but supports the use of wholly owned entry strategy by Costco due to the high-quality regulation that favors companies that have continuity in terms of quality, compliance and supply-chain governance (IACMR, 2022). These requirements contribute to operational control being strategically valuable instead of a barrier to entry (Muller, 2025).
Employment Law: Cost Efficiency Versus Service Quality
The labour regulations of Germany are also a major factor that Costco should take into account since its warehouse format requires immense participation of its employees in terms of customer service, stock control and logistics processes. The minimum wage was raised to at least 12.82 per hour by law in 2025 and good employment protection raises labour expenses (Federal Government of Germany, 2024).
The labour system of Germany presents a threat to the cost-minimisation strategy of Costco but can reinforce the service differentiation with the help of workforce stability and service quality uniformity (Kauppi, 2022).
Strategic implication: Costco should compete through employee productivity and service quality rather than lower labour expenditure.
Competition Law: Entry Through Creation Rather Than Acquisition
The competition system in Germany is strategically relevant since the grocery retail market is extremely concentrated and under active observation of the Federal Cartel Office (Bundeskartellamt, 2026). Therefore, acquisitions can lead to regulatory scrutiny and integration issues. In the framework of the Transaction Cost Economics, Greenfield investment would provide more protection of the proprietary operating model of Costco and minimise reliance on outside companies (Rindfleisch, 2020).
Implication on Costco: Competition law indirectly reinforces the mode of historical entry of Costco since the construction of its own operations does not expose the company to integration risks and does not limit its strategic freedom.
Consumer Protection, Food Standards and Product Liability: Compliance as Differentiation
The strict EU food regulations will enforce Costco to have traceability, accountability and product safety of its Kirkland Signature products. The EU General Food Law also puts the burden on retailers to guarantee food safety along the supply chain (European Commission, 2026b). 
Even though compliance makes managing suppliers more complex, it is in line with the current focus of Costco on quality assurance (Abyaneh et al., 2025). This presents an opportunity since reliability and transparency of products are of high value to German consumers.
Strategic implication: Regulatory compliance must be placed as a demonstration of Kirkland quality as opposed to being seen as a cost.
Environmental Regulation and Strategic Adaptation
The Packaging Act in Germany poses a threat to the bulk-packaging model of Costco due to its high recycling requirements (ZSVR, 2026). However, recyclable packaging, responsible sourcing and transparent sustainability reporting can transform compliance into competitive differentiation.
[bookmark: _Toc237509319]2.5 Cultural Environment
Consumer Value Orientation and Membership Acceptance
The cultural environment in Germany offers a strategic fit and behavioural challenge to Costco due to the fact that the consumers are interested in economic efficiency, but its membership model demands a different purchase commitment than the conventional German retail formats. Value consciousness is a major aspect of German grocery behaviour, and Aldi and Lidl have attained market leadership by offering low prices and gaining consumer trust. The share of grocery sales is about 36% of the retailer-owned brands, which means that consumers are not hesitant to use the brands that provide quality and value to consumers (NIQ, 2024).
This presents a chance since Kirkland Signature falls into the German tendency of high-value personal brands. Nonetheless, the problem faced by Costco is persuading customers that annual membership fee offers more economic advantages than the current competitors like Aldi and Lidl do (Schmidt, Martinez and Martinez, 2024).
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[bookmark: _Toc236141281]Figure 7: Cultural Dimensions of Hofstede
(Source:Theculturefactor, 2020)
This challenge is further explained by the Cultural Dimensions of Hofstede. The uncertainty avoidance in Germany is relatively high (65), which implies that consumers like reliability and predictability. Thus, to perceive risk as lower, Costco needs to show actual savings, quality of products and explicit benefits of membership instead of just counting on the recognition of the global brand (Żemojtel-Piotrowska and Piotrowski, 2023).
Strategic implication: Costco needs to frame membership as a sensible financial choice with clear savings data behind it and not as a luxury shopping experience.
Sustainability Expectations and Consumption Compatibility
The sustainability-based culture of Germany poses a challenge and an opportunity to the warehouse model of Costco. The German consumers are highly environmentally conscious, which is supported by the Packaging Act (VerpackG) that obliges companies that bring packaging into the market to join waste-management systems (ZSVR, 2026).
This poses a strain in that the bulk-purchasing concept of Costco is based on the ability to purchase larger package volumes, which can be inconsistent with consumer issues about waste. Nonetheless, it also generates sustainability advantages in the form of reduced shopping excursions, effective logistics and a decreased number of transport trips per unit bought. The strategic question is not thus whether the model of Costco is sustainable, but whether it can communicate these benefits according to the German expectations (Barrett, 2024).
Strategic implication: To enhance cultural legitimacy, Costco ought to enhance the use of recyclable packaging and communicate supply-chain sustainability.
Digital Behaviour and Retail Adaptation
The growing digital adoption in Germany puts a strain on Costco to enhance its digital presence without losing its differentiation that is rooted in a warehouse. Consumers are getting more and more demanding of digital product information, digital payments and convenient communication channels. Nevertheless, the warehouse experience and membership relationship are the competitive advantage of Costco (Nadales, 2020). Costco should thus avoid complete digital transformation but seek to adapt selectively, maintaining global consistency but addressing the needs of German consumers.
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[bookmark: _Toc236141282]Figure 8: Dunning's OLI Framework
(Source: Ailani, 2025)
Ownership Advantages: Costco's Competitive System Rather Than Individual Resources
The ownership benefits of Costco are strategically useful since they are not based on the individual assets like brand recognition or buying power. Membership revenue, global sourcing, Kirkland Signature, limited SKU selection and high inventory turnover are combined by the company to develop a differentiated warehouse model (Sarisa, 2021). Costco earned US$4.8 billion in membership fees in fiscal 2024 and had 890 warehouses in 14 markets, showing that it has recurring membership relationships and consistency in its operations as the key to its international competitiveness (Costco, 2026c). These benefits are however, disputed by Germany since Aldi, Lidl, Edeka and REWE already have high consumer confidence, purchasing power and effective supply chains, which make it very difficult to enter (FAS, 2026). Thus, the competitive edge of Costco under the Resource-Based View is the transfer of its integrated ecosystem of membership instead of price competition (Sarisa, 2021).
Strategic implication: Costco needs to maintain its integrated operating model and adjust customer communication to German expectations.
Location Advantages: Germany Offers Infrastructure but Not Automatic Competitive Advantage
Germany has significant location benefits in its huge consumer base, strategic location in the EU and high level of logistic facilities. It is among the strongest logistics economies in the world, with its transport reliability and supply-chain capacity enhancing the potential of Costco to distribute regionally and have long-term growth opportunities (World Bank, 2023). 
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(Source: Schwarz Group, 2025)
However, these are not the only benefits of Costco. The same infrastructure has already been exploited by German retailers, which enables companies like Schwarz Group, Aldi and Edeka to enjoy huge economies of scale. Lidl and Kaufland are owned by Schwarz Group, which declared a revenue of €175.4 billion in fiscal 2024, which represents the size of national rivals (Schwarz Group, 2026). 
In the OLI framework by Dunning, the location advantages can only generate value when there are ownership advantages specific to firms. Germany offers Costco the environment to be successful in its operation, yet it does not eliminate the competition (Batschauer da Cruz, Floriani and Amal, 2022).
Strategic implication: Germany can be considered an appealing location of Costco capabilities, rather than a straightforward growth opportunity.
Internalisation Advantages: Control as a Strategic Necessity
The internalisation advantages of Costco are highly favourable to a wholly owned Greenfield entry strategy as its competitive advantage is based on the ability to control activities that generate customer value. Though licensing, franchising or joint ventures can speed up the market entry, it comes with risks in terms of supplier management, quality consistency and the membership experience (Pokharna, 2025). Transaction Cost Economics proposes that firms internalise their activities when external control results in greater costs of coordination and monitoring than direct ownership. In the case of Costco, safeguarding proprietary operating routines and ensuring global consistency are more important than the gains of lowering investment exposure (Rindfleisch, 2020).
Strategic implication: Full ownership is not only an expansion choice but a form of governance needed to safeguard the competitive system of Costco.
Overall Strategic Judgement
Germany represents a competitive yet strategically viable market. The OLI framework may be helpful in the investment of Costco, but it should be adapted disciplinarily rather than copied (Batschauer da Cruz, Floriani and Amal, 2022). Thus, a gradual wholly owned Greenfield approach is the best strategic fit.
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Germany is a promising yet competitive market to Costco. The presence of strong purchasing power, logistics infrastructure and access to EU give considerable location advantages but competition with Aldi, Lidl, Edeka and REWE poses considerable barriers to entry. Based on the OLI framework by Dunning, the ownership benefits of Costco in the membership economics, the scale of procurement and Kirkland Signature generate potential value through internalisation (Batschauer da Cruz, Floriani and Amal, 2022). Hence, Germany needs to be adapted and not copied the current model of Costco.
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Conservative Internationalisation Strategy
The international growth of Costco proves that the company has a selective growth strategy based on strategic compatibility and not on geographical expansion. Although it is estimated to earn about US$275 billion in revenue in fiscal 2025, Costco has almost 900 warehouses in 14 countries implying that the company cannot expand more due to market suitability as opposed to financial ability (Costco Wholesale Corporation, 2025). Costco focuses on developed, institutionally stable economies with purchasing power, and logistics infrastructure and consumer trust to sustain its membership model. 
This method simplifies the coordination and secures the operational stability by internalisation benefits (Lei, 2026). Consequently, the historical development of Costco suggests that market compatibility is valued more than market size that would retain competitive abilities instead of maximising expansion velocity.
Dominant Entry Mode: Wholly Owned Greenfield Investment
The decision of Costco to use wholly owned Greenfield investment is an indication that the company wants to safeguard an integrated operating system as opposed to merely gaining market access. The external partnerships are strategically risky due to the ability of the company to control procurement, inventory management, warehouse operations and membership experience. The number of memberships earned about US$4.8 billion in fiscal 2024, which proves that customer loyalty and operational stability are the keys to the profitability of Costco (Costco Wholesale Corporation, 2024). 
In the Internalisation Theory of Dunning, companies internalise when external ownership is too costly in coordination and monitoring, compared to direct ownership. In the case of Costco, licensing, franchising, or joint ventures would speed up the growth, but it would undermine quality control, supplier relationships and brand consistency (Rindfleisch, 2020). Thus, the historical mode of entry of Costco shows that the governance decisions are geared towards maintaining the competitive capabilities instead of the rapid expansion (Narula, 2020).
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Past success is not necessarily a reason to imitate and thus, the dominant entry mode of Costco should be weighed against the institutional benefits and competitive facts in Germany. Whether or not Costco can enter Germany is not the key strategic question, but whether complete ownership will enable it to transfer capabilities that its competitors cannot easily imitate (Wortmann, 2020). 
Preserving Competitive Advantage Through Organisational Control
The wholly owned Greenfield strategy used by Costco is still strategically suitable since its competitive edge is developed based on the combination of various capabilities as opposed to the single resources. The model of Costco is a mix of loyalty, which is based on membership, Kirkland Signature own brands, a small number of items and high turnover (Zaidi, 2026). The company clearly states its operating model as provision of low prices to members based on high sales volumes and high inventory turnover. Costco has 897 warehouses around the world, and this integrated system is scalable (Costco, 2024). 
Germany, however, is a strategic paradox. A lot of capabilities that facilitate the success of Costco are already rewarded in the market. The German grocery retail market is very concentrated with Edeka, REWE, Schwarz Group (Lidl/Kaufland) and Aldi controlling the market. Edeka alone has a revenue of about €77.3 billion and a presence of over 10,000 stores to show the size and embeddedness of domestic rivals (WELT, 2026). Thus, price leadership or own-labeled products cannot be considered the adequate differentiation of Costco since German competitors already have similar benefits. Rather, Costco needs to capitalize on the synergies of membership economics, global procurement, and customer experience (Young, 2026). These interrelated capabilities are the real origin of advantage according to the Resource-Based View perspective since competitors can replicate particular activities but cannot recreate the entire system (Sarisa, 2021).
Supply Chain Efficiency and Strategic Positioning
The logistics environment in Germany enhances the case of direct investment. In 2023, the Logistics Performance Index of the World Bank ranked Germany as one of the best logistics economies in the world with a position of 3rd, which is an indicator of high infrastructure, reliability of shipments and logistics capability. This gives a high level of cohesion to the high-volume distribution model of Costco and gives Germany a potential to act as an extended Europe operational hub (World Bank, 2026).
However, the logistics excellence is not a distinct Costco strength since the same infrastructure is already used by the established retailers. Thus, the location advantage of Germany lowers the barriers to operations, but it does not remove the competition (Abyaneh et al., 2025).
Strategic Limitations
The primary threat is implementation and not market access. Greenfield investment involves large capital investments and scale development is slow, whereas Costco must overcome deeply established consumer relationships within the German retail sector. As a result, the historical entry mode of Costco is strategically sound due to the safeguarding of its core competencies by ownership; but the implementation must occur in phases to mitigate the advantages of control benefits and risks of entering the most mature European grocery market in terms of finances and competition (Zheng, 2020).
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Joint Venture: Local Knowledge Versus Loss of Strategic Autonomy
The joint venture seems appealing as it may help alleviate the uncertainty that Costco has when entering the market by offering German retail experience, supplier contacts and accelerated legitimacy. Nevertheless, the governance risks reduce these advantages since the competitive advantage of Costco relies on the ability to control a well-integrated operating system. The model that Costco has been constructed on is membership warehouses, a narrowed range of products, creation of their own labels and a high turnover of inventory instead of the conventional retailing type of supermarket (Costco, 2026c). A local partner can be a gateway in Germany, where Edeka, REWE and Schwarz Group already control 65.9% of retail revenues, but is unlikely to have capabilities that are beyond those of established rivalry (Foreign Agricultural Service, 2025). Thus, joint ventures minimize financial risk, but lead to strategic dependence and possible lack of consistency in membership experience and are not the most appropriate entry mode by Costco (Anwar and Shah, 2018).
Acquisition: Speed Benefits Against Integration Risk
Acquisition may offer instant access to locations, employees and consumer relationships, and may speed up Costco entry into the German mature retail environment. But there are few appropriate acquisition targets since the German grocery market is already dominated by highly efficient retailers who have entrenched operating models. Even Edeka alone has over 10,000 markets, showing the size and complexity of the established competitors (WELT, 2026). The acquisition of an existing retailer may thus pose a major integration issue, such as incompatible store format, organisational culture and supply-chain systems. As a result, acquisition is fast and has a danger of destroying operational consistency, which is the main competitive advantage of Costco (Radomska et al., 2024).
Strategic Alliances: Complementary Rather Than Substitutive
Strategic alliances are the most appropriate supporting mechanism due to the enhancement of local responsiveness without a transfer of ownership of key capabilities. Collaboration with logistics companies, renewable energy sources, technology solutions and local manufacturers may enhance the adaptation of Costco to Germany without losing control over its procurement and membership processes (Tjemkes, Vos, and Burgers, 2023). This is in line with a transnational approach in which efficiency on the global scale is upheld and selective responsiveness on the local ones. Thus, alliances are to strengthen the Greenfield strategy of Costco instead of substituting it.
Strategic Recommendation
Costco should adopt a phased Greenfield strategy. 
	Phase
	Action
	Purpose

	Phase 1: Preparation
	Build supplier networks, logistics capability and test market demand
	Reduce entry risk and understand consumer acceptance

	Phase 2: Launch
	Open flagship warehouses in major metropolitan areas
	Establish brand presence and validate Costco's model

	Phase 3: Expansion
	Scale nationally and integrate Germany into Costco's European network
	Achieve economies of scale while maintaining control

	Recommendation
	Use a phased wholly owned Greenfield strategy
	Protect Costco's organisational advantages while reducing investment risk
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[bookmark: _Toc236141284]Figure 10: Gibbs Reflective Cycle
(Source: Sellberg and Wiig, 2020)
Description: From Market Evaluation to Strategic Problem Framing
My initial approach to the research was that Germany was a good expansion opportunity of Costco due to its economic strength, purchasing power and developed infrastructure. Nevertheless, when using the international business models, it shifted my thinking and turned my research question into: “Is Germany an attractive market?” into “Can Costco transfer its competitive advantage into a market where many of its capabilities are already possessed by local competitors?
I shifted the perception of international expansion as an opportunity-seeking process to assessing the connection between firm capabilities and host-country conditions. The location advantages of Germany, such as market size, infrastructure and institutional stability, were first pointed out by Dunning in his OLI framework. Nevertheless, competitor analysis indicated that these benefits were not unique to Costco since German retailers already had efficient supply chains, own-label and good consumer relations. On the same note, the Transaction Cost Economics made me realize that the choice made by Costco to be an owner was a strategic decision as well as it showed the financial risk posed by the control (Rindfleisch, 2020).
In the process I shifted the gathering of evidence that justified expansion to the development of strategic arguments founded on opportunities, constraints and trade-offs.
Feelings: Challenging My Initial Strategic Assumptions
The hardest part of this study was to identify my initial bias of equating global success by Costco to international success. The assumption that expansion into Germany was primarily an implementation issue was initially brought about by the strong brand reputation, financial performance and developed warehouse model of Costco (Dutta, He and Tsang, 2023).
I first thought that the competitive advantages of Costco would be directly transferred to Germany. However, analysing the German retail environment challenged this assumption. I understood that the low prices, own-label and efficiency of the operations were not the only strengths that Costco had and Aldi, Lidl, Edeka and REWE already had high level of consumer trust, purchasing power and efficient retail system. This made me wonder whether Costco could differentiate its model based on membership adequately. I also came to know that competitive advantages are contextual and they should be compared to local competition, consumer behaviour and institutional conditions then international expansion.
Evaluation: Strengths and Limitations of My Analytical Approach
My most powerful aspect was the incorporation of various theoretical approaches instead of adhering to a single theory. The integration of OLI, Resource-Based View and Transaction Cost Economics enabled me to create a balanced score of the expansion strategy of Costco (Sarisa, 2021; Rindfleisch, 2020). OLI was used to assess the location advantages of Germany, Resource-Based View was used to assess the unique capabilities of Costco and the Transaction Cost Economics was used to assess the right governance options.
Nevertheless, I found weaknesses in my strategy. First, I have been too focused on the internal strength of Costco and under-analysed that of the competitors. A more powerful strategy would have involved the competitor analysis sooner to determine whether the benefits of Costco were really hard to copy.
Consumer acceptance was also not evaluated fully due to the fact that I used secondary research as the main source. The academic sources, company reports and industry databases were a source of good evidence but the primary research into the attitudes of Germans towards membership retailing would have reinforced my knowledge (Dutta, He and Tsang, 2023).
Analysis: Development of Strategic Decision-Making
The most important learning experience in this research was the realisation that frameworks must not merely arrange information; it must confront assumptions. Until I accomplished this project, I considered entry mode selection to be the choice between minimizing risk and maximizing market reach. Nevertheless, the analysis of Costco proved that the decisions of governance are directly related to the competitive advantage (Dutta, He and Tsang, 2023).
I found joint ventures appealing at first as they would offer local expertise and lower exposure to investments. Further examination revealed though that less ownership may diminish the strength of the differentiating capabilities of Costco such as operational consistency, supplier relationship and membership experience (Dutta, He and Tsang, 2023). I also got to know that in making the strategic decisions, short-term losses may be inevitable to secure the long-term competitive advantages.
My concept of evidence also transformed due to the research. In the past, I saw evidence as primarily information to back arguments. This project also taught me that the assumptions should also be challenged by evidence. The excellent logistics network in Germany facilitated the growth potential of Costco, and it was also the reason why the existing retailers were challenging to compete with.
Conclusion: Transferable Strategic Learning
This research has helped me to gain a more critical perspective on international business strategy. I was taught that successful expansion is not only based on the need to find attractive markets but also the ability to check whether organisational capabilities can be useful with varying competitive and institutional environments.
The success of Costco in Germany would not be based on the mere transfer of its current model but on what capabilities would be left to be standardised and which would need to be changed.
Action Plan: Improving Future Strategic Analysis
In future project, I will enhance my practice in three aspects. To start with, I will incorporate competitor analysis at a younger stage to prevent the overestimation of the benefits of the focal firm. Second, I will use more peer-reviewed international business research to enhance theoretical support and the quality of evidence. Third, I will emphasize strategic synthesis through linking evidence, theory and recommendations during the analysis as opposed to assessing factors individually.
These capabilities will enhance my capability to generate evidence-based recommendations that are critically assessed and able to respond to uncertainty, competition and implementation issues.
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Appendix A. Costco Wholesale Corporation – Company Profile
	Indicator
	Details (FY2025)

	Company
	Costco Wholesale Corporation

	Founded
	1983

	Headquarters
	Issaquah, Washington, USA

	CEO
	Ron Vachris

	Business Model
	Membership-based warehouse retailer

	Warehouses
	914 worldwide

	Countries of Operation
	14

	Revenue
	US$275.2 billion

	Net Income
	US$8.1 billion

	Employees
	341,000

	Strategic Capabilities
	Centralised procurement, membership model, Kirkland Signature, limited SKU strategy, global sourcing


Source: Costco FY2025 Annual Report. 
Appendix B. Germany Market Profile
	Indicator
	Latest Value
	Strategic Relevance for Costco

	Population
	~84 million
	Large consumer base

	GDP
	~€4.3 trillion
	Europe's largest economy

	GDP Growth (2025)
	~0.2%
	Stable but modest recovery

	Government Effectiveness
	86th percentile
	Low institutional risk

	Rule of Law
	92nd percentile
	Strong legal protection

	EU Membership
	Yes
	Access to Single Market

	Logistics Performance
	Among world's leading logistics systems
	Supports warehouse distribution


Suggested Sources: World Bank (WGI, LPI), Destatis, European Commission.
Appendix C. Major Competitors in Germany
	Company
	Business Model
	Competitive Strength
	Strategic Challenge for Costco

	Aldi
	Discount supermarket
	Price leadership
	Strong value positioning

	Lidl (Schwarz Group)
	Discount supermarket
	Private label, scale
	Extensive national coverage

	Kaufland (Schwarz Group)
	Hypermarket
	Large-format retail
	Similar bulk-shopping format

	Edeka
	Full-service supermarket
	Local customer loyalty
	Deep market penetration

	REWE
	Supermarket
	Omnichannel retail
	Strong convenience network

	Costco
	Membership warehouse
	Membership ecosystem, Kirkland Signature, global procurement
	Low brand awareness in Germany


Appendix D. Costco Historical International Expansion
	Country
	Entry Mode
	Strategic Objective

	Canada
	Greenfield
	First international expansion

	United Kingdom
	Greenfield
	European market development

	Japan
	Greenfield
	High-income Asian market

	South Korea
	Greenfield
	Membership growth

	Australia
	Greenfield
	Regional expansion

	Spain
	Greenfield
	Southern European presence

	France
	Greenfield
	Western European expansion

	China
	Wholly owned warehouse expansion
	Large consumer market

	New Zealand
	Greenfield
	Oceania expansion

	Sweden
	Greenfield
	Nordic expansion


Key Pattern
· Preference for wholly owned Greenfield investment
· Expansion concentrated in institutionally stable, high-income economies
· Strong emphasis on protecting operational control and membership consistency
Source: (Costco, 2026)
Appendix E. Strategic Synthesis Matrix
	Finding
	Evidence
	Theory
	Strategic Decision

	Strong political institutions
	High governance indicators
	Institutional Theory
	Low investment risk

	Large but mature economy
	High GDP, modest growth
	OLI
	Target affluent metropolitan regions

	Strict legal framework
	GDPR, competition law, supply-chain due diligence
	Transaction Cost Economics
	Invest in local compliance capability

	Value-conscious consumers
	Strong discount retail competition
	Hofstede, RBV
	Emphasise membership value and Kirkland quality

	Strong ownership advantages
	Membership model, procurement scale, Kirkland Signature
	Dunning's OLI
	Preserve organisational control

	Historical Greenfield success
	Expansion pattern across international markets
	Internalisation Theory
	Phased wholly owned Greenfield strategy
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The companies of Schwarz Group are tackling the global challenges.
From production and retail to recycling and digitalization, they further
expanded their strong market position in the 2024 fiscal year. Across
all business units, they generated total revenue of 175.4 billion euros.
This corresponds to a revenue increase of 4.9% year on year. Despite
the tense global economic situation, approximately 20,000 new jobs
were created within the group throughout the entire value cycle —
around 4,000 of them in Germany. This means that the companies of
Schwarz Group now employ around 595,000 people worldwide.
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