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Executive summary
This report has encountered the concept of internationalisation of business in the light of Costco, a US-based MNC operating in the retail industry and focusing on entering India and South Africa. In the first part, the global presence of the company has been discussed, which provided the justification of being an MNC of the company. The company has focused on a “Cost-effective” leadership strategy to manage its warehouse hubs and vast supply chain network, showcasing its nature of business. Followed by this, “Porter's Value Chain” has been considered to analyse the supportive and primary activities of the company, which create value in the company. Following this VUCA framework has been considered to analyse the different operational conditions in the market, which has discussed different factors like volatility, uncertainty, complexity, and ambiguity to describe unpredictable changes in the industry. As the company is operating in different countries, different entry modes considered by the company have been analysed to figure out the dominant entry mode used by the company. The Hofstede model has discussed the cultural differences of the home country and host country, India, to understand the strong and weak factors, and OLI factors determined the best Henry approach. Lastly, effective recommendations have been provided, integrating Porter's diamond framework to minimise challenges.  
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[bookmark: _Toc216013095]1. Introduction to the report 
Internationalisation in business refers to the expansion of business organisations in diverse countries to engage customers from different regions. Strategic decisions to adopt the local market preferences of different regions in terms of products, services, and operational practices are considered to be highly crucial to make internationalisation of organisations successful. 
The report will focus on international business concepts in light of the supermarket chain Costco, including its benefits and challenges of international operations. OLI factors will be discussed to analyse their impact on market entry mode, to guide Costco in choosing the most effective market entry modes for its internationalisation in India and South Africa. Cultural differences between the home country of Costco and the new country of India for internationalisation will be discussed, and will be followed by recommendations. 
[bookmark: _Toc216013096]2. Benefits and challenges of international operations 
a. Justification of Costco as an MNC 
Costco is an American retail MNC that is highly reputed for its diverse range of grocery and household products (costco.com, 2025). The brand is headquartered in Washington, US and was founded by James Sinegal and Jeffrey Brotman in 1983 (costco.com, 2025). The brand operates with a vast offering, including beauty products, electronic items, furniture, home improvement products, pharmacy products, along health and personal care items (costco.com, 2025). 
The US-based supermarket chain is considered an MNC, as the organisation has a global presence due to its operation in more than 14 countries, such as Japan, Australia, the UK, France, South Korea, Canada, Spain, Sweden, and many more (costco.ca, 2025). Thus, the extensive geographical footprint and a large number of physical assets make the supermarket chain an MNC. Apart from that, the international revenue streams of the brand are another major characteristic of an MNC, as the brand acquires a generous amount of revenue from Canada and other countries, despite having a strong portion of sales in the home country, the US. Thus, the revenue of the brand highlights a diversified and non-domestic profit of the brand, making it an MNC. Furthermore, the global supply chain and centralised procurement system of Costco shows the characteristics of an MNC, which further enables the brand to increase its economies of scale and operate with a low bargaining force of worldwide suppliers by negotiating favourable terms. 
b. Nature of Costco’s global operations 
Costco structures its global operation in a strategic manner that emphasises cost-effective leadership of the brand. The organisation also focuses on the development of adaptive leadership practices to manage its vast network and warehouse hubs in the different regions (Chen, 2021). The global operations of Costco are analysed below using Porter's Value Chain framework:
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Figure 1: Porter’s Value Chain analysis 
(Source: expertprogrammanagement, 2021)
Porter's value chain framework, as stated by Eisenreich et al. (2022), is considered a strategic theory used by organisations to break down their primary and support activities, which further helps to determine their value creation, enabling the brand to achieve a competitive advantage through cost-effective leadership. 
Primary activities 
Inbound logistics: Costco uses a direct sourcing strategy along with cross-docking to warehouses, which helps the brand to generate rapid turnover from its inventory (Kohnová and Salajová, 2023). 
Operations: The organisation operates with a large number of warehouses globally, with a significant focus on efficiency and stock-keeping units (Knez et al. 2021).
Outbound logistics: Using cross-docking, Costco is able to minimise its storage by moving goods from suppliers directly to the sales floor and online consumers. 
Marketing and sales: For marketing and sales, the supermarket chain prioritises a membership model as well as in-store ads, along with low markups (Cheung et al. 2021).
Service: The organisation also offers efficient services like exclusive member benefits as well as a strong return policy.
Support activities 
Firm infrastructure: The supermarket chain uses a centralised management approach that enables the brand to ensure efficient planning as well as effective financial control that contributes to its cost-effective leadership worldwide (Strakova et al. 2021). 
Human resource management: The brand ensures the efficiency of its global operation with the help of efficient human resource management, which looks after low turnover of employees by providing high wages and good benefits to keep them motivated in the workplace (Awan et al. 2022). 
Technology development: For technological development, the organisation significantly focuses on a decent amount of investment in logistics tech, research and development, as well as inventory management systems to enhance the overall efficiency (Mohammadi and Sakhteh, 2023). 
Procurement: A large number of global suppliers of Costco helps to reduce input costs as well as production expenses by negotiating with favourable terms. 
[image: ]
Figure 2: VUCA framework
(Source: digitalleadership, 2023)
VUCA framework, in the opinion of Syamsir et al. (2025), refers to the model that helps organisations to analyse different conditions of markets, like volatility, uncertainty, complexity, and ambiguity. The challenges of Costco’s global operations are discussed below using this VUCA model:
Volatility
Costco has experienced major volatility due to unpredictable changes in the global market environment. The organisation has encountered severe issues in its business model due to a broader macro environment driven by huge economic fluctuations as well as inflation (Taskan et al. 2022). Also, a significant and constant shift in consumer preferences has created pressure on the brand by causing unwanted inventory. 
Uncertainty 
Costco has also experienced huge uncertainty in its global supply chain due to regional conflicts. Also, the brand has faced supply chain challenges due to uncertainty and regional conflicts, which negatively influence its global operation (Achoki, 2023). Additionally, the uncertainty associated with future demands and the competitive global landscape also affects Costco’s global operation. 
Complexity 
Managing efficient global operations requires a large network for distribution as well as logistics, which creates complexities for Costco, as managing a vast distribution network is extremely challenging. 
Ambiguity 
Operating in a large number of countries requires effective data privacy regulations, which is a huge challenge for Costco due to the ambiguity of its data privacy and protection. Additionally, the brand’s ambiguity regarding analysing the requirement for opening new warehouses or focusing on disruptive ones that already exist creates challenges in the global operation of the business. 
c. Identification of the different entry modes used by Costco in entering the different international markets in which it has presence
Costco uses various market entry modes to enter different markets and countries, in which the brand is currently present. The brand has a strong global presence due to its operation in more than 14 countries, further increasing its overall brand recognition and reputation.
The supermarket chain entered the UK market using a joint venture market entry mode for its internationalisation in 1993 (prezi.com, 2025). This market entry strategy is highly beneficial for gaining the expertise of local markets, along with vast knowledge regarding consumer understanding. Thus, Costco explored various benefits associated with the establishment of its business in the UK market quickly by adopting the local preferences of UK consumers as well as understanding the local business landscape in the UK with the help of partners. However, after establishing the brand, Costco shifted to a wholly-owned subsidiary in 1997 to ensure the independent operation of the brand by opening warehouses as well as using bulk pricing in the UK. 
However, upon entering South Korea, Costco initially used a licensing market entry mode using agreements with local partners in the country (koreascience.kr, 2025). While using the market entry mode, Costco emphasised low-cost operations as well as bulk sales in the South Korean market. However, after establishing its business in the country, the supermarket chain shifted its strategy towards a membership-based model.
Costco also operates in Japan with a significant brand reputation, and the brand used a joint venture market entry mode to enter the Japanese market (readtrung.com, 2025). By using this market entry mode, the supermarket chain significantly adopted the sourcing and product making of the country with the help of its strategic partner Torius. Thus, the organisation has established its business effectively by meeting the local consumers’ preferences and needs, which has further helped Costco to outperform Walmart by differentiating itself. 
Thus, it can be stated that the joint venture market entry mode is a dominant strategy of Costco, as the brand used this strategy the most for the initial internationalisation in diverse countries. 
d. Key benefits obtained by Costco from its international operations
Costco has obtained huge benefits from its international operations due to its diversified revenue streams and a significant global brand reputation. By expanding its business in different countries, Costco has increased purchasing power as well as sustainable growth by mitigating the challenges associated with over-reliance on a single domestic market. Also, the organisation has adopted local preferences of different markets, which consequently increases customer engagement and satisfaction rates of the brand in different countries. Moreover, the supply chain management of the brand has also improved a lot due to the global footprint of the supermarket chain, further contributing to the enhanced brand reputation and loyalty. 
[bookmark: _Toc216013097]3. Critical discussion of the OLI factors' impact on the international market entry mode for Costco while entering India and South Africa
OLI framework
OLI framework, as opined by Luo, (2021), is considered an electric paradigm that involves the engagement of multinational companies in foreign direct investment. Batschauer et al. (2022), assert that the international business theory comprises crucial components, such as ownership advantage, location advantage, and internationalisation advantage. These key components of the theory help organisations to acquire diverse advantages while entering into new regions. 
Impact of the OLI framework on market entry modes 
The OLI framework has a significant influence on the market entry modes, which further helps organisations to use the most suitable market entry mode while entering a new country or region using this theory. 
For the market entry mode, exporting, Cassia and Magno, (2022), state that the requirement for minimal unique resources lowers the ownership advantages. Additionally, high market barriers in this entry mode cause a weak location advantage for organisations. However, the advantages of internationalisation are quite significant in this entry mode. Thus, it can be concluded that OLI frameworks are considered quite weak for this particular market entry mode.
For both licensing and franchising market entry modes, as per Brouthers et al. (2022), OLI factors help organisations to leverage ownership through tech-driven approaches. The factors of the Framework also help the organisation to acquire location advantages, as the market entry modes provide wider market access. However, the utilisation of this theory leads organisations towards an avoidance of full internationalisation due to risk regarding high cost in the market in these licensing and franchising market entry modes. 
Furthermore, Pan et al. (2023) added that in the mode of joint venture, OLI factors are proven quite beneficial for organisations as the local assets of partners help organisations to have a balanced ownership. Additionally, Aversa et al. (2021), opined that the particular marketing mode helps to get significant market access, which further provides location advantages. Also, the utilisation of OLI factors in this particular market entry mode helps organisations to have shared internationalisation, proving highly effective for organisations while entering new regions by reducing cultural barriers and risk associated with acquiring knowledge of local partners.  
Comparison of OLI factors’ impact on the international market entry mode for Costco while entering India and South Africa 
Costco can gather valuable insights regarding the most effective market entry mode while entering India and South Africa by using the OLI framework to analyse the impact of its factors on the market entry modes. 
India
While entering India, Costco can select its market entry mode using the OLI framework to analyse the impact of its factors on the market entry modes. Exporting market entry mode can help Costco to experience high internationalisation advantages while entering India by having direct control through its home country. Moreover, licensing and franchising market entry modes can be beneficial in terms of ownership and location advantages for Costco while entering India, due to the brand's strong focus on tech-driven strategies and brand efficiency. Also, Costco can access a large market in India using the licensing and franchising market entry modes. Moreover, using a Joint venture market entry mode can be highly efficient for the supermarket chain while entering India, as it can help the organisation to strengthen its business in the country with the help of the assets of local partners, which can further help to explore ownership advantages. Additionally, Costco can experience huge location advantages through access to a large market in the country. Moreover, this market entry mode can help Costco to have a shared internationalisation approach, which can further help the brand to reduce expenses through shared profits. 
Challenges 
Based on the impact of OLI factors on the market entry modes, it can be stated that Costco can face challenges due to low ownership control while entering India for internationalisation. In this market entry mode, market barriers due to logistical challenges and potential taxes in the country can harm the overall internationalisation process of the supermarket chain. Moreover, the market entry modes of licensing and franchising can also prevent Costco from having significant ownership control in India. Also, Costco can face issues due to the poor performance of franchisees; along with this, the brand can experience risk regarding the licensee becoming a competitor in the Indian market. 
Based on these analyses, it can be considered that joint ventures can be the most suitable market entry mode for Costco while entering India, due to their low risks. 
South Africa
While entering South Africa, Costco can explore ownership advantages using its strong brand and sourcing power in the market entry mode of exporting. Apart from that, licensing and franchising can help the supermarket chain to explore location advantages due to local market knowledge. However, in a joint venture marketing mode, the organisation can explore the benefits associated with local market knowledge, as well as the distribution network and local regulations. The brand can also utilise shared resources using this joint venture market entry mode while entering South Africa. However, by using the wholly-owned subsidiary mode, Costco can leverage its cost-effective leadership practices and operational efficiency to acquire ownership advantages in South Africa. Apart from that, the strong retail infrastructure and a growing middle-class market of South Africa can provide huge location advantages to the organisation using this market entry mode. Additionally, various internationalisation advantages such as intellectual property rights, high capital investment, and long-term profitability potential can be experienced by Costco in South Africa. 
Challenges 
Exporting market entry mode can create potential risk for Costco due to minimal control over the local market of South Africa. Also, licensing and franchising market entry modes can create risks of information given away for Costco while entering South Africa, along with the challenges of a lack of control over quality and operations. Although joint ventures can provide benefits, the high potential for cultural conflicts can hamper the strategic operations of Costco. 
Thus, it can be stated that a wholly-owned subsidiary entry mode can be the best fit for Costco to enter the South African market. 
[bookmark: _Toc216013098]4. Critical Evolution of cultural differences between the US and India for Costco integrating PESL analysis 
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Figure 3: Hofstede socio-cultural impact analysis of the US and India
(Source: theculturefactor, 2024)
“Hofstede Model”, in the opinion of Sent and Kroese, (2022), is a framework which categorises the cultural differences of different countries by mentioning their social practices through different factors. The above graph showcases the cultural differences between the US and India to provide a structured way for the company its effectively entry mode in the host country India (theculturefactor.com, 2024). Based on the above discussion, it has been depicted that the dominant market entry mode considered by Costco is “joint venture”. 
In this section, through the light of Hofstede and PESL, it will be identified which entry mode will be suitable for Costco to enter India.
Power distance
“Power distance”, based on the view of Gohary et al. (2025), is an index which showcases that the country does not encourage equality among low-status and high-status persons inside the workplace. Based on the above graph, it has been stated that power distance in India is 77, which is much higher than US [Referred to Figure 3]. Further, analysing the “political stability index” of India, it has been stated that the score is (-0.62) as per 2023, which showcased a minus value and less stability in the country (theglobaleconomy.com, 2023). However, political ties between the Modi government in India and the US helped the foreign country to boost its business activities in India. For the past few years, the US has remained a trade partner of India with a trade value of $131.83 billion (thehindu.com, 2025). Due to having high power distance in India, most of the business entities prefer an authoritative culture inside the workplace (corporatefinanceinstitute.com, 2022). 
Hence, it can be stated that although India has some political complexities and authoritative issues, modifying some strategies of "joint venture” can be an effective approach for Costco in penetrating the Indian market. 
Individualism
Individualism, as opined by Chabika et al. (2024), states that the characteristics preferred by organisations like personal independence or collaboration inside the workplace. Based on the above graph, it has been seen that India prefers collectivism over individualism, as the rank shows the score 24, less than the US score [Referred to Figure 3]. It has been noticed that in the retail industry in which Costco operates in the US, most of the retailers prefer to collaborate with each other in India, and nearly 34% companies are planning to collaborate for business expansion and improvement in 2025 (economictimes.indiatimes.com, 2025). Collaboration in the retail industry helps in developing supply chain management, and technical integration further improves customer experience (Sundström et al. 2025). Besides, analysing the economic factors, it has been noticed that the income of the customers is increasing at 7% “compound annual growth rate” (CAGR) through which India is slowly entering into a new era where demand for the products is going to be increased in the respective market (economictimes.indiatimes.com, 2025). 
Hence, it can be fruitful for Costco to enter this market with a joint venture entry mode, where the company can get support with effective collaboration and rising demand in the market. 
Motivation towards Achievement and Success
This segment in the graph showcases that India has scored 56 in Hofstede's cultural analysis, which is a moderate value with respect to the US [Referred to Figure 3]. Based on the social perspective of India, it has been stated that the appreciation of the employee’s effort is less valued in India than in the US. However, contrasting with the above, The Hindu reports stated that, analysing the key metrics like employee engagement, employee wellbeing, workplace positivity and job satisfaction, the score of Indian employees is 82%, higher compared to the global platform, which is 75% (thehindu.com, 2025). 
Hence, it can be stated that although the motivation score is lower, Costco can be able to gain fruitful consequences by entering India through a strategic approach. 
Uncertainty Avoidance
“Uncertain avoidance", based on the view of Ge, (2024) showcases the ability of an organisation to make preventive strategies to overcome the struggles arising in the market. Based on the above chart, it has been depicted that India has scored 40 in this segment, which is 6 marks less than the US score, not differentiating that much in business operations [Referred to Figure 3]. Besides, in the legal front, in the Indian market, legal rules like “Shops and Establishments Act”, “Consumer Protection Act”, “Maximum Retail Price” and other rules are followed, which showcases the ethical concern by the ruling government (taqtics.co, 2025). Hence, entering the Indian market, Costco has to follow proper rules and regulations to establish its business in the market. Although the Indian market is highly diverse and continuously changing, the legal support will help the company to establish its business in this market effectively.
Long Term Orientation
Long-term orientation showcased how long a business organisation is capable of running its business in a particular market by addressing the customer’s demand. However, it can be easy for Costco to run its business in the Indian market through a joint venture entry mode by getting support from the business partners in understanding market needs and customer preferences. 
 Indulgence
Based on the cultural dimension, in this segment India scored only 26 makes a huge difference from the US (scored 68) [Referred to Figure 3]. It showcased that most employees will prefer to prioritise their personal life, which sometimes can be harmful to professional commitment. However, Costo can face hurdles in minimising this issue; however, with the right strategy, the company can easily encourage its team members and improve business. 
Hence, observing posticial, social, legal and economic conditions of India and analysing the cultural dimension, it can be stated that for Costco that “Joint venture” can be an effective approach; despite having some obligation in some segments, this mode can help the company to penetrate the Indian market. 
[bookmark: _Toc216013099]5. Recommending three major adjustments 
Localised Sourcing, Product Portfolio and Membership Adaptation
One of the most essential adjustments that Costco need to make to its SOPs while expanding into India is localisation of its product variety, membership model and sourcing structure. The OLI analysis conducted in the above section highlights that India provides a strong location advantage due to low-cost manufacturing, a larger agricultural base and bulk Fast-moving consumer goods (FMCG) production groups (Trivedi, 2024). However, the traditional US SOPs of Costco operate on a global standard model which is designed around a narrow Stock Keeping Unit (SKU) structure, bulk packaging products and uniform membership tiers (Abyaneh et al. 2025). The consumer market of India significantly differs from this structure, as the purchasing behaviour of consumers is mainly shaped by the increasing income, however uneven, income of the middle-class population, a higher share of value-conscious population and the presence of kirana retailers who regularly buy in bulk for resale purposes (iima.ac.in, 2024). Here, through the implementation of the Segmentation, Targeting, and Positioning (STP) model, the market segment of India reveals a diverse group of consumers where the upper middle class mainly aims to have premium goods, whereas the larger middle-income population demands affordable and smaller package sizes. Considering this, the SOPs of Costco must emphasise adapting to dual format packaging so that larger packages can be purchased by business members and smaller packages can be consumed by Indian consumers. 
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Figure 4: STP Model
(Source: Kampamba, 2015)
Furthermore, the need for adjustment in SOP is supported by the collective cultural nature of India that influences the purchasing patterns of the households and focuses on the consumption of the shared family. Additionally, the trends related to income growth, as highlighted in the above discussion, indicate increasing demand for premium products; however, affordability is paramount (Shahid et al. 2023). Thus, it is suggested that the procurement SOPs of Costco to incorporate specific localisation targets, like mandating a fixed portion of goods to be sourced from the local suppliers. This will help in reducing import duties and enhancing supply chain predictability in such a marketplace where the risks related to logistics remain higher. Moreover, the traditional membership model of Costco needs readjustment. Higher power distance in India means a positive perception about status differentiation; thus, a three-tier membership structure is best suitable. This might include standard household membership, business membership (tailored to kirana retailers), and an elite tier (offering enhanced value benefits). This will effectively align with the positioning strategy of Costco and the cultural preferences of India for hierarchy, thus enhancing adaptability and loyalty. By adjusting the SOP, the company will leverage its ownership advantage in sourcing and managing inventory while meeting the demand of the local market, India. 
Workforce Management, Training and Governance Restructuring
Costco also need to make adjustments in SOP related to workforce governance, employee training and managerial structure. Its operations in the US market flourish on democratic workplace policies, minimal hierarchy and employee autonomy (Ton, 2023). However, the Hofstede analysis that has been conducted above shows that India has emerged as be high power distance country, moderate uncertainty avoidance and strong collectivism (Kumar et al. 2023). These cultural characteristics have the ability to influence organisational behaviour and expectations of employees, making the existing SOPs of Costco ineffective without any significant changes. In India, most employees mainly expect a structured hierarchical system, a formal channel for decision making and visible leadership management (Vashisth and Sharma, 2021). Thus, SOPs need to be modified to implement multi-tiered reporting structures, transparent escalation procedures and a detailed role of supervisor replacing the US organisational design, which is mostly flatter. 
In addition to this, the collectivist trends in India indicate that the employees get motivated by working in a group rather than individually (Bhat et al. 2023). Thus, the human resource SOPs of Costco need to introduce such practices that promote collective performance, group-oriented incentives and a team-based evaluation mechanism. Furthermore, the moderate uncertainty avoided requiring explicit and rule-bound SOPs means the company have to convert guidelines agreed by the board into highly detailed operational manuals, like step-by-step customer interaction, workflow at the warehouse, safety compliance and returns processing. This transparency will minimise opacity and will align with the preference for structured systems in India. 
The nature of the partnership of Costco, which is potentially a joint venture entry mode, also needs adjustment in SOPs. Joint ventures introduce a company to share control and dual decision-making power, due to which it is essential to have a well-designed governance structure for protecting the proprietary processes (Hallensleben et al. 2025). Thus, SOPs need to summarise how the rights to decision-making are distributed between Costco and local partners across different business activities such as operational audits, procurement approvals and disciplinary systems. This also comprises developing a joint management commitment, a dispute resolution mechanism and reliable compliance units. Also, the institutional environment of India highlights detailed labour regulations, variations in policies across regions and employee benefits (Surendran and Gayathri, 2023). Focusing on this, it becomes necessary for Costco to create additional SOP modules related to employees' rights and legal compliance. All these adjustments will ensure that the internationalisation advantage of Costco is safeguarded while aligning with the culture and regulatory framework. 
Supply Chain, Logistics Efficiency and Digital Integration
It is also necessary for Costco to redesign its supply chain, digital integration and last-mile logistics SOPs to adapt to the diverse operational landscape of India.  While operating in the US, Costco depends on a single nationwide infrastructure and highly efficient cross-docking; however, the road quality of India differs, with fragmented logistics networks and variations in warehouse accessibility at the regional level (Sahu et al. 2022). Here, implementing Porter’s Diamond Framework highlights that the strengths of India lie in technology and supply chain capabilities, which coexist with institutional limitations that require a hybrid approach to operations. 
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Figure 5: Porter’s Diamond Framework
(Source: Tsiligiris, 2018)
Therefore, SOPs need to be readjusted from cross-docking systems to a hybrid model that involves buffer inventory for high-demanding items to minimise the risks related to lead time uncertainties. Logistics procedures also need to be tier-based. Moreover, digital integration is also important due to the advanced digital ecosystem and widespread mobile payment usage in India (Mahesh and Bhat, 2021). SOPs could mandate UPI payments, app-based communication, mobile-first membership management and AI-driven demand predictability that aligns with the consumption patterns of local people and a hike in festive demands. By adapting to these recommendations, Costco will be able to maintain efficiency standards at a global level while responding to the complex market of India, thus strengthening its overall internalisation advantage and operational resilience.
[bookmark: _Toc216013100]6. Conclusion to the report
This report has examined the effective entry mode of Costco, which is a US-based multinational retail company, for entering the Indian market. It has compared the various entry modes the company has considered for operating its business in different countries, like the UK, South Korea, and Japan, to understand its dominant market entry strategy. Various strategic frameworks have been used in this report, like Porter's value chain, VUCA, and Hofstede model to understand different aspects of business operations, challenges and effective approaches that could be beneficial for the company to enter the Indian market. Effective recommendations have been discussed in this report to minimise the associated challenges faced by the company in the penetration process.  
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