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[bookmark: _Toc234812519]1. Organisational Classification and Global Strategy
[bookmark: _Toc234812520]1.1. Strategic Categorisation
According to the integration-responsiveness model of Bartlett and Ghoshal, Costco is clearly operating a transactional strategy, where scale efficiency pressure outweighs pressure for full local autonomy (Hill and Hult, 2022). Its main formula is spread through paid membership, limited-line, bulk-pack, no-frills outlets, and low margins (Costco, 2026a). The company states that its business model is broadly similar in the US and Canada segments and internationally (Costco, 2025a). This standardisation supports centralised purchasing, faster business cycles, and supplier power, all of which are key advantages of global integration (Peng, 2022). The presence of private brands can add to the differentiation as they add value to the price, quality control, and retailer loyalty (McOuat et al., 2024).
In 2025, Costco had 81.0 million paid members, and worldwide renewal was 89.8%, indicating that its value proposition resonates internationally (Costco, 2025b). A global classification would be an exaggeration, however. Adjustment at the market level is required for food preferences, regulation, payment systems and warehouse services (Silva, 2025). International performance is also impacted by product adaptation mechanisms, which are context-dependent (Tsougkou et al., 2025). Costco thus adopts a global strategy with transnational elements rather than a transnational one, as efficiency continues to be the major criterion, and subsidiaries are not fully independent strategically (Cavusgil et al., 2025).
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Figure 1. Integration-responsiveness positioning of Costco’s international strategy.
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Figure 2. Costco’s global business-model flywheel with selective local adaptation.
[bookmark: _Toc234812521]1.2. Global Configuration and Value Creation
As of 28 May 2026, Costco operated 931 warehouses. Of these, 639 were in the US and Puerto Rico, 115 in Canada and 43 in Mexico. Thus, 85.6% of its network was still in North America. It operated in 14 markets, none of which were in the Middle East or Africa, which showed concentration risk and expansion potential. Net sales in the third quarter were US$69.15 billion, and adjusted other international comparable sales grew by 5.9% while digitally enabled sales grew by 20.8% (Costco, 2026b). Costco had confirmed its international scale by ranking fifth in the NRF and Kantar 2025 global retailer assessment, despite its geographic concentration (NRF, 2025). Foreign operations add value by increasing volumes, diversifying cash flows, and bringing warehouse knowledge. Digital integration provides additional convenience (Thaichon et al., 2024).
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Figure 3. Geographic concentration of Costco’s 931 warehouses in May 2026.
Strong channel integration may also enhance the customer experience and perceived value (Balbín et al., 2024). The broader trend of private-label growth, which saw sales of U.S. grocery products rise 4.2% compared to 1.1% for national brands, further underscores Kirkland's strategic value (Financial Times, 2025). Costco has been moving its private-label sourcing closer to where its products are sold, minimising exposure to tariffs and showcasing its flexibility with the network (Hart, 2025). However, in North America, dependence restricts diversification. If Saudi Arabia comes in, it will be a vital territory for Costco in which to continue to operate with its repeatable platform.
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Figure 4. How Costco’s global configuration creates value across markets.
[bookmark: _Toc234812522]2. Macro-Environmental Appraisal and Market Attractiveness
[bookmark: _Toc234812523]2.1. Host Country Analysis
[bookmark: _Toc234812524]2.1.1. Political Direction and Institutional Risk
Costco would be served by a policy agenda aimed at attracting big foreign investors and greater demand for non-oil consumption. Saudi Arabia stated that non-oil activities accounted for 55% of GDP in 2025, which would decrease the retailer's reliance on petroleum-related demand alone (Saudi Vision 2020, 2026). Foreign direct investment inflows in the fourth quarter of 2025 totalled SAR50.6 billion, increasing by 90% from the previous year (GASTAT, 2026a). The updated Investment Law requires foreign investors to register before operating. It also offers a more transparent path to commercial registration and sector licences (MISA, 2024). This aligns with Costco's investment philosophy of controlled and long-term investment. But institutional risk is still applicable. Saudi Arabia scored 57 out of 100 and ranked 45th among 182 countries in the 2025 Corruption Perceptions Index. It lost two points compared to the previous year (Transparency International, 2026). Government spending also affects employment and consumer demand. The IMF estimated that in 2025, the fiscal deficit would be 4.3% of GDP, reflecting the impact of reduced oil income and substantial spending commitments (IMF, 2025). Therefore, Costco should dedicate itself to making investments and setting measurable expansion targets instead of treating political support as a permanent source of demand.
[image: ]
Figure 5. Saudi host-country opportunities and execution risks across PESTLE dimensions.
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Figure 6. Selected Saudi macroeconomic and investment indicators relevant to entry.
[bookmark: _Toc234812525]2.1.2. Economic Scale, Grocery Potential and Competitive Concentration
Saudi demand can support Costco’s high-volume model, but retail concentration may restrict rapid market-share capture. Real GDP increased by 4.5% in 2025. Prices and income of wholesale/retail trade, restaurants and hotels increased by 6.2%, accounting for 12.3% of GDP (GASTAT, 2026b). The World Bank recorded a population of approximately 36.97 million and a GDP per capita of US$34,536.70, indicating a sizeable addressable market with substantial purchasing capacity (World Bank, 2026). Food retail sales reached approximately US$50 billion in 2024, and imports accounted for approximately 70% of food demand. However, LuLu, Tamimi, Panda, Danube and Othaim controlled more than 80% of retail revenue (USDA FAS, 2025). Costco might be able to take these companies on with its bulk and scale business. However, dependence on imports also exposes freight, customs and supply disruptions. Private consumption index rose 12.6% year on year in the third quarter of 2025, in line with its elevated spending momentum (SAMA, 2025). However, national purchasing power is not a guarantee of conversion. Costco has to demonstrate that the value of its limited selection outweighs the annual fee and travel expense to a warehouse.
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Figure 7. Saudi grocery-market concentration and the competitive challenge for Costco.
[bookmark: _Toc234812526]2.1.3. Price Sensitivity, Location Costs and Digital Expectations
Costco's value proposition aligns with rising price sensitivity, though urban costs may erode warehouse economics. In December 2025, consumer inflation was at 2.1%, and wholesale prices rose 3.1%, putting pressure on the low-margin retailer (GASTAT, 2026c). The results indicated that 14% to 21% of the surveyed customers in Riyadh and Jeddah plan to cut back on their grocery purchases, further supporting the idea of a value-driven warehouse store format (Abi Akl et al., 2025). Price is the primary food selection criterion for 47% of respondents in Saudi Arabia, according to PwC discovered. It also revealed that 49% bought food in bulk and 54% resorted to other stores to manage food costs (PwC Middle East, 2025). These behaviours will work in favour of Costco's bulk offering and as a caution against assuming automatic loyalty. Riyadh’s five-year freeze on commercial and residential rent increases may protect an initial lease. However, it also reveals how quickly prime-location costs became politically sensitive (Associated Press, 2025). In 2025, electronic payments accounted for 85% of retail payment transactions totaling 14.6 billion (SAMA, 2026). Costco would have to have app-based membership, local delivery and frictionless mada payments from the outset.
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Figure 8. Saudi consumer value-seeking and bulk-purchase behaviours.
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Figure 9. Digital retail readiness and payment expectations in Saudi Arabia.
[bookmark: _Toc234812527]2.1.4. Investment, Tax and Workforce Regulation
Formal establishment is manageable, but compliance would alter Costco's cost structure. MISA will require the foreign applicant's previous year's financial statements and authenticated corporate records. The estimated time for investment registration is 10 working days for approved activities (MISA, 2025). Saudi electronic government services can lower administrative friction, but Costco would still need individual commercial, municipal, food and operating approvals (Ministry of Commerce, 2024). Standard-rate transactions are subject to a rate of 15% VAT, whereas electronic invoicing would be applicable to membership fees, warehouse transactions and online sales (ZATCA, 2023). The regulation of labour has greater strategic importance. The marketing and sales sector was introduced to Saudisation starting from 19 April 2026 for qualifying businesses in this field at a rate of 60%. Marketing employees must earn at least SAR5,500 monthly to count towards the requirement (HRSD, 2026a). The new phase of Nitaqat also aims to generate over 340,000 jobs for Saudi nationals across three years, starting from 2026 (HRSD, 2026b). These rules increase recruitment and training costs for Costco’s labour-intensive format. However, Saudi staff might have improved in the areas of Arabic customer service and institutional legitimacy. Costco should, therefore, design structured local training programs, instead of relying on large numbers of expatriate managers.
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Figure 10. Investment, tax and workforce requirements affecting Costco’s cost structure.
[bookmark: _Toc234812528]2.1.5. Food, Customs and Data Compliance
While Costco's narrow selection might make compliance easier, product-level questions would still be applicable to Kirkland Signature imports. In January 2025, Saudi Arabia launched the 12-digit integrated customs tariff in the GCC for accurate classification and landed-cost calculation (ZATCA, 2025). Meat and poultry must be accompanied by recognised halal slaughter certificates for food clearance. Phytosanitary certificates are valid for applicable agricultural products; evidence is required for halal, organic and gluten-free claims (SFDA, 2025). All clearance requests have to go through government electronic platforms where documents and product conformity can be checked prior to clearance (SFDA, 2026). These controls may delay seasonal stock, which could undermine fast turnover unless Costco orders from regional suppliers and specifies the requirements beforehand. Membership operations are a source of exposure on their own. Saudi data law mandates obligations on organisations that process personal data such as personal member profiles, transaction history, and application data (SDAIA, 2023a). Cross-border transfers for central analytics may require safeguards such as standard contractual clauses or binding common rules (SDAIA, 2023b). Legal analysis confirms transfer compliance shall be integrated into a multinational data architecture and not a routine administration (Dentons, 2025). Costco must restrict the unnecessary transfers to American systems and have sensitive membership data localised.
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Figure 11. Food, customs and personal-data compliance pathway for Costco.
[bookmark: _Toc234812529]2.1.6. Cultural and Behavioural Fit
Saudi demographics offer a solid base of customers, but not all household purchases lead to customer loyalty. In 2024, non-Saudis accounted for 44.4% of the population, with 89.9% of non-Saudis in the working-age group (GASTAT, 2025). This generates a big expatriate population that could already be familiar with the retailing models used internationally. In 2024, the average size of each Saudi family was approximately five members, which facilitated bulk buying by Saudi families (Saudi Press Agency, 2025). McKinsey discovered that 90% of the Saudis surveyed had gone down in value. Among those consumers, 53% switched retailers, and 22% switched brands or bought private brands in order to get lower prices (Iftahy et al., 2025). This does not help Kirkland Signature, but it is a sign of a low level of retailer attachment. Research involving 189 Saudi respondents found that perceived benefits significantly increased e-grocery intentions, while the examined risk factors had no significant effect (Alsulaimani, 2024). According to a national study, 55% of shoppers travelled on click-and-mortar trips, with 39% of them taking some form of digitally assisted store trip (PYMNTS Intelligence, 2024). Costco should integrate halal products, Arabic communication and Ramadan planning in combination with digital fulfilment and adopt a locally tested membership price.
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Figure 12. Priority customer segments for a Riyadh warehouse pilot.
[bookmark: _Toc234812530]2.2. Market Entry
[bookmark: _Toc234812531]2.2.1. OLI Strategic Test
Applied to Costco, Dunning’s eclectic paradigm justifies Saudi entry only if its ownership, location and internalisation advantages operate together, rather than as independent checklists. Costco has a system of warehouses that can be replicated, but it must be governed by a structure that ensures the retention of this capability in different institutions. Managers differentiate the controlled mode and the partnered mode based on their beliefs regarding competitive advantages abroad (Sharma and Klein, 2026). According to Asmussen and Petersen (2024), entry mode is not only the legal entry mode but also the first set of foreign activities. This is important because Costco requires a brick-and-mortar store and a digital membership. While virtual channels can diminish the necessity to dedicate resources, they do not replace local embeddedness in inventory-intensive retailing (Brouthers et al., 2022). The resources that Costco provide lower entry barriers, but financial slack is not a replacement for host-market managerial knowledge (Donnelly et al., 2024). Saudi Arabia is thus a tempting but qualified site. Access to sites, approvals and business networks (Saittakari et al., 2023) will be determined by political geography and institutional relationships. OLI should, therefore, evaluate if Costco can appropriate value after adaptation, not just simply if market conditions are attractive.
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Figure 13. Dunning’s OLI framework applied to Costco’s proposed Saudi entry.
[bookmark: _Toc234812532]2.2.2. Ownership Advantages
The main ownership benefits in the Costco story are its membership economics, scale in buying, limited selection, and private-label governance and inventory discipline. As of 15 February 2026, Costco reported a cash balance of US$17.383 billion, revenue from membership fees of US$1.355 billion for the quarter, and a gross margin of just 11.02% (Costco, 2026). This shows investment capacity, and the business model is based on tight budget management. Value pricing can be supported by membership income, and cash reserves can allow a Saudi pilot to operate with no immediate pressure on local income. However, these resources are not automatically transferable. Reputational value does not exist unless the local resources and decision-making authority support it (Buckley et al., 2024). Costco must keep the world's best practices for Kirkland Signature, food safety and pricing, but adapt some products. Standards promote integration, but over-standardisation may undermine responsiveness to host institutions (Blind et al., 2025). While country of origin may be an indicator of quality, it can also create greater foreignness (Chwialkowska et al., 2026). Cleanliness, employee interaction and reliability of assortment supply the translation of the corporate brand into locally experienced service quality (Falatouri et al., 2024).
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Figure 14. Costco ownership advantages and host-market transferability risks.
[bookmark: _Toc234812533]2.2.3. Location Advantages in Demand and Market Access
Saudi Arabia provides key geographic benefits for household and business membership. The retail operating-revenue index grew 9.6% year on year in Q1 2026, while the retail e-commerce sales index expanded by 18.4% year on year and the retail employee compensation index by 11.4% year on year (GASTAT, 2026a). This means the market momentum and increasing labour costs. Annual inflation was 1.7% in April 2026, and food and beverage price inflation was 0.6%, which means that purchasing conditions were relatively stable (GASTAT, 2026b). Saudi Arabia also had more than 1.89 million active commercial registrations as a result of issuing over 71,000 registrations in Q1, which could generate a business-member segment among restaurants, offices and independent traders (Saudi Press Agency, 2026). The registration base is strategically important because it is relevant for both small businesses and households that function within Costco’s warehouse logic. Digital growth props up the location case, but it is not a location unto itself. Increased local control is expected to enhance international e-commerce performance, for example, through delivery adaptation and supply-chain learning (Mueller and Swoboda, 2025). The last-mile selection should be convenient and cost-efficient for fulfilment (Risberg, 2026). Riyadh is well connected, which enables effective coordination; however, connectivity does not replace local relationships in logistics (Belderbos et al., 2024).
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Figure 15. Balanced assessment of Saudi location advantages and constraints.
[bookmark: _Toc234812534]2.2.4. Location Costs and Supply Constraints
The location case weakens when import exposure, property economics and minimum scale requirements are considered. In March 2026, Saudi goods imports fell by 24.8% compared to the previous year. China accounted for 26.7% of imports, and Jeddah Islamic Seaport imported 29.8% (GASTAT, 2026c). Jeddah is a high-volume gateway, which could lead to disruption and lead-time exposure. Costco must regionalise certain sourcing and have other ways of sourcing from Dammam and Riyadh. The other limitation is property. However, as the overall property index (GASTAT, 2026d) fell, commercial real-estate prices rose 3.4% year on year in Q1 2026. Costco needs a big and convenient location, but not one that will make its low-cost business model unprofitable. While multinationals have more location flexibility than domestic firms, they still prefer areas with high population density and existing clusters of foreign businesses (Eriksson et al., 2025). Riyadh offers density, but it would be premature to roll out multi-city as fixed costs are high before membership behaviour is established. Retail exit research suggests that international failure is a result of the mismatches between firm resources and host-market conditions, thus endorsing the staged commitment (Schmid and Morschett, 2023). Expansion should then be pursued on the basis of Saudi unit economics (Verbeke et al., 2025), and not on global-scale goals.
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Figure 16. Proposed supply-chain configuration and location-related risks.
[bookmark: _Toc234812535]2.2.5. Internalisation and Governance Boundary
There are many internalisation benefits of Costco: membership data, supplier negotiations, Kirkland specifications, stock rotation, and price discipline all reinforce one another. It would face uneven implementation and jeopardise the low-margin offering of these activities via the franchise. However, it costs more to be familiar with every local activity if they are all internalised. Embeddedness and carefully managed dependence on host-country actors are ways of overcoming the issues of trust among foreign firms (Zhang et al., 2024). For effective interaction with host institutions, local participants who can translate regulation into practice are needed (Svystunova et al., 2024). Operating efficiency can't overcome foreign-firm discrimination resulting from political and social perceptions (Muratova et al., 2025). Costco should thus manage strategic assets within and acquire complementary capabilities through strategic contracts or via a minority stake. Existing studies on entry mode have focused on dynamic capability, uncertainty, and resources from partners as interrelated selection drivers (Mohammadi et al., 2026). Multi-criteria analysis is useful when there are conflicts between financial returns, control, risk and flexibility (Tanrıverdi et al., 2026). OLI also underestimates networks. The OLIN extension postulates that relationships will help to decrease outsidership and increase location value (Kaltenecker et al., 2026). Costco is in need of Saudi property, logistics and suppliers, but not a loss of control of its core operating system.
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Figure 17. Recommended boundary between internalised core activities and local contracts.
[bookmark: _Toc234812536]2.2.6. OLI Synthesis and Entry Conditions
The assessment provides a favorable but qualified outlook on Saudi FDI. Costco has good ownership advantages, and these can be financed. Internalisation is essential for membership governance, purchasing, data management and brand standards. Saudi location advantages are medium to high due to the growth of retail activity, digital commerce, and business formation. Yet, import concentration and commercial property costs, as well as membership acceptance uncertainty, weaken confidence. Costco needs to have one warehouse in Riyadh, backed by an Arabic-language digital channel and a business-membership initiative. The rest of the capital should be dependent on acquiring paid members, renewals, average basket value, inventory turnover, and local sourcing reliability. Costco's pricing, procurement and governance of the Kirkland should stay in its hands. Saudi partners can be involved in last-mile delivery and selected domestic sourcing under performance-based contracts or in site development. A contractual option to buy partner-controlled assets later would give Costco optionality while giving it time to validate demand and increase ownership. This arrangement will bolster OLI's value by bringing its assets in-house, where contracting might have been destructive to value, and acquiring the assets Costco does not have. Success will depend less on aggregate Saudi market growth than on converting location benefits into warehouse-level economics without weakening the integrated system that constitutes Costco’s ownership advantage.
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Figure 18. OLI synthesis and the resulting conditional market-entry decision.
[bookmark: _Toc234812537]3. Entry Mode Strategy and Strategic Synthesis
[bookmark: _Toc234812538]3.1. Historical Pattern Recognition
Costco's international strategy is characterised by a measured approach to ownership, but at times, partnerships have minimised initial market uncertainty. It entered the South Korean market in 1994, with a strategic partnership with Shinsegae, which provided local retail knowledge, before Costco took over (Daxue Consulting, 2024). Taiwan went through the same process. Costco entered through a joint venture and converted the operation into full ownership in 2022, confirming its preference to internalise proven platforms rather than remain partner-dependent (Reuters, 2022a). In 1999, Japan's first warehouse opened with a direct investment, indicating that Costco has been investing in greenfield sites and operating rights since then, without relying on an equity partner (Japan Today, 2025). There is local responsiveness within ownership control. Costco paid a minimum wage of ¥1,500 (US$9) an hour and received an estimated 2,000 applications for 300 jobs, and tweaked the methods used to prevent its warehouse formula from being leaked in Japan (Reuters, 2024). The membership fee, limited assortment and fast inventory rotations are complementary and not distinct functions at Costco (Mishra et al., 2025). Franchising has not taken over, since the division of the authority for buying, pricing, member data and Kirkland Signature might create a lack of coherence within the system.
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Figure 19. Costco’s historical evolution from partnership-based entry to ownership control.
The current trend is purely a pattern of greenfield expansion financed by patient capital. On average, Costco warehouses are approximately 147,000 sq. ft., which means that significant property and inventory commitments are required (TradingView, 2025). The power and the danger of this approach are illustrated in Spain. The business earned €544 million in revenue but still ended up at a loss of €7.7 million, which suggests that membership growth might come before profitability (Cinco Días, 2024). China reveals another weakness. By 2026, Costco had seven of its stores open, while Sam's Club had around 60, indicating that the standards appear to be protected through ownership but may be limiting competitive learning and rollout speed (WSJ, 2026). However, the first 39 weeks of Costco's fiscal 2026 resulted in US$221.19 billion in net sales. Other international comparable sales grew 10.9%, and digitally enabled sales grew 21.6%, allowing for sustainable growth (Costco, 2026). Research by entry mode confirms the importance of evaluating control, commitment and post-entry outcomes as a whole process, not just the automatic replication of past practices (Wan et al., 2023). The impact of learning is positive in regional expansion, but becomes negative once reaching excessive geographical spread (Ando, 2024). Costco's historical channel of distribution is thus more direct and is preceded by collaboration in areas of local uncertainty.
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Figure 20. Selected international outcomes and scale indicators.
[bookmark: _Toc234812539]3.2. Strategic Fit and Justification
A Saudi partner could contribute relationships, but equity sharing is unnecessary to obtain those resources. Shared ownership can benefit from institutional distance, as local companies offer legitimacy and information (da Silva et al., 2024). Finally, when stakeholder support is critical, lower-control governance is fostered by the host country network (Bretas et al., 2024). The joint-venture stability is then undermined by the host risk and lack of country experience (AIB, 2024). While Saudi Arabia's policy openness continues, investors have not been at the forefront, with the net inflow of funds dropping by 2.4% YOY to SAR23.08 billion in Q1 2026 (Arab News, 2026a). Under the 2026 foreign real-estate regime, qualifying foreign companies are able to acquire commercial property rights in specific zones, without giving up an equity stake just to get warehouse rights (Bird and Bird, 2026). Additionally, Saudi Arabia announced on 1st February 2026 that all foreign investors will be allowed to participate in its capital market, further reinforcing its efforts on international capital participation (Reuters, 2026). They should, in the future, continue the historical, wholly owned greenfield strategy, which is adopted by Costco via a Saudi subsidiary. Local developers, logistics providers and food suppliers should be contracted rather than given ownership. This safeguards membership economics, data, private label quality, pricing discipline and enables Costco to change failed service partners.
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Figure 21. Entry-mode options assessed against Costco’s strategic requirements.
The financial and operational risk associated with direct ownership remains and thus needs to be staggered. Costco is spending around US$6.5 billion on capital expenditures each year and expects over 30 net new stores annually, demonstrating capacity but also competition for investment funds (Zacks, 2026). Port container throughput rose 20.89% year on year in February 2026, helping to facilitate and drive imports of stock flows, but not stemming the risk of customs and concentration of routes (Saudi Press Agency, 2026a). The sector of wholesale and retail had 1,816,403 jobs, and Saudi's unemployment rate was 6.4%, which offered recruitment depth as well as tasks of nationalisation (DataSaudi, 2026). Internal control is also one of the benefits of data governance. An examination of 100 Saudi e-commerce websites identified only 31% with all four of the items listed as part of the review, which indicated that the compliance of these websites was uneven (Alashwali and Alhuzali, 2026). By early 2026, over 700 multi-nationals had set up regional headquarters in Riyadh, enhancing business services but driving up competition for managers and sites (Arab News, 2026b). Modern theory argues that the integration of ownership and reversible contractual ties is preferable to a single approach (Shaheer et al., 2026). Costco should combine the wholly owned warehouse with the leased property, third-party logistics, and adapted local-sourcing contracts, and should place governance in line with host conditions (Agnihotri et al., 2023).
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Figure 22. Recommended governance architecture for Costco’s Saudi subsidiary.
[bookmark: _Toc234812540]3.3. Conclusion and Recommendations
Costco should create a wholly owned Saudi greenfield subsidiary, beginning with one Riyadh warehouse and an Arabic digital membership channel. The pricing, data and Kirkland standards would be subject to agency risk if it were franchised. JVs would result in governance issues that would augur no additional capability that can be added through contractual agreements. Organic, acquisitive and collaborative growth should be chosen depending on market barriers, competition and prior experience (Ego and Pidun, 2025). There, Saudi institutional quality will be combined with subsidiary experience, where capable local management will be critical within headquarters control (Hassan et al., 2025). Under the new ownership model, the initial property should be leased with a purchase option to avoid sunk costs and provide flexibility (White and Case, 2025). The expansion of Jeddah should take place following a set of conditions that include paid membership, renewal, basket value, stock turnover, and local sourcing in Riyadh. The third stage should come from the Eastern Province entry. Service measures and termination rights are important elements of logistics, property and supplier agreements. When milestones are not met, such as licensing or staffing, Costco should not dilute its ownership; instead, it should delay the capital release. This helps retain Costco's historical control advantage, and staged investments reduce political, financial and operational risks. Saudi Arabia should be a platform for the GCC region following stability in local economics and compliance.
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Figure 23. Phased Saudi market-entry roadmap from Riyadh to a potential GCC platform.
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Figure 24. Performance gates required before expansion beyond Riyadh.
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Figure 25. Priority strategic risks requiring mitigation during Saudi entry.
[bookmark: _Toc234812541]4. Reflective Account Using Gibbs’ Reflective Cycle
[bookmark: _Toc234812542]4.1. Description and Initial Response
I structured this reflection through Gibbs’ six stages because the model required movement from description towards evaluation, analysis and an action plan, rather than a narrative summary (University of Edinburgh, 2024). I started with four questions: How does Costco compete internationally? Why is Saudi Arabia attractive? Does OLI help to facilitate foreign direct investment? What entry mode is best for Costco's operating system? This question-led approach was reinforced in the module introduction as one where informed research and theory are applied towards complex international decisions (UWTSD, 2023a). I was initially confident because I felt that the model that Costco was using was quite easy. Early reading revealed a connection between membership economics, imported food, customer data and Saudisation, along with land access. I therefore saw the case as a complex decision, rather than a market growth opportunity. I used to rely on uncertainty as a vague explanation (UWTSD, 2023b), which I was able to break down into volatility, uncertainty, complexity and ambiguity during VUCA. Developed a source matrix that notes publication date, authority, evidence, relevance and limitations to the framework. This was done following a principle of business research which states that evidence should be collected based on the research question (Saunders et al., 2023).
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Figure 26. Gibbs’ reflective cycle applied to the assignment process.
[bookmark: _Toc234812543]4.2. Evaluation of the Research Process
The strongest part of my process was source triangulation. I focused on Costco filings, Saudi government publications, and recent academic literature, and then verified key claims with another source. This eliminated reliance on commercial reports and eliminated unsupported assumptions. The distinction between evidence collection and evidence interpretation was influenced by Bell et al. (2022) since a current statistic did not necessarily and immediately apply to Costco's strategic problem. I used the following themes to categorise evidence: political, economic, legal, cultural, ownership, location and internalisation. This was similar to reflexive thematic analysis, in which themes emerge from the material by active interpretation and not in a mechanical manner (Braun and Clarke, 2022). The Week 5 session improved my evaluation by requiring a benefit, cost and risk balance for political, economic and legal conditions (UWTSD, 2023c). Information overload was the most common limitation. Saudi reforms were rapid, and some websites simply regurgitated official releases without independent analysis. To accommodate this, I've taken the pages which don't have dates and traced statistics back to their original release, and used a clear information cut-off date. Lateral source checking further minimised the risk of accepting compelling but weak online proof (McGrew and Kohnen, 2024).
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Figure 27. Research triangulation and evidence-validation process.
[bookmark: _Toc234812544]4.3. Analysis of Learning and Theory Application
My learning was most pronounced when I began to think of frameworks as a single component of the assignment. The entry-mode lecture demonstrated that licensing, joint ventures and wholly owned subsidiaries (UWTSD, 2023d) are impacted by control, cost pressure, and core competencies. I related this to the FDI lecture where it was explained that OLI involves ownership advantages, location advantages and the gains from internalisation of transactions (UWTSD, 2023e). I had initially recommended the integration, but this changed my mind. Initially, I preferred a Saudi joint venture, which seemed to minimise political and operating risk. Costco could be acquiring local property, logistics experience and regulation, and shared ownership could make it difficult to control the data on memberships, pricing, and Kirkland standards. I also wondered about the generalities of “Saudi consumers” during the culture session. It highlighted the importance of avoiding ethnocentric assumptions and that national averages may mask subcultures (UWTSD, 2023f). Instead of considering demand as homogeneous, I have treated Saudi families, expatriates and small-business members as different family groups. The marketing and supply-chain session clarified that legal, cultural and economic conditions may require selective adaptation without abandoning global standardisation (UWTSD, 2023g). This deeper analysis was supported by structured reflection, which was used to review the assumptions and formulate action plans (Hashim et al., 2023).
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Figure 28. How theoretical analysis changed the preferred entry-mode recommendation.
[bookmark: _Toc234812545]4.4. Conclusion and Action Plan
The process taught me that critical international business analysis needs disciplined selection, rather than the quantity of material collected. My final judgment turned into an increasingly qualified. Saudi Arabia had legitimate demand and investment opportunities, and this would require a phased entry into Riyadh, local contractual partnering, and absolute control of ownership. Writing the reflection also brought to light that I had focused more on finding evidence for market attractiveness than on evidence that would invalidate entry. The reflective reports are useful if they expose weaknesses in the reasoning and relate to future improvements (Trimasse, 2025). 
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Figure 29. Action plan for improving future international-business analysis.
I will develop a column that has opposing evidence in my research matrix in future work and see how each recommendation stacks up against realistic evidence of failure. I will also distinguish facts, interpretations and assumptions when taking notes. Bolton and Delderfield (2026) state that reflective writing helps to facilitate critical enquiry by allowing professional thinking to be open to examination. I will therefore give a Gibbs review after each analytical section, not at the end of the assignment. Lastly, I will adopt peer discussion in advance of the reflection and collaborative learning to enhance analytical thinking (Guo et al., 2024). These actions should mitigate the influence of confirmation bias and will make future recommendations easier to explain and defend.
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ostco warehouse network by market, May 2026

The network remains highly concentrated in North America.
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How Costco’s global configuration creates value
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Saudi Arabia host-country appraisal

Opportunities are material, but each is paired with an execution risk.
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Selected Saudi macro and investment indicators

The evidence supports market attractiveness, but not unconditional expansion.
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Saudi grocery market concentration

Established chains control more than four-fifths of retail revenue.

LuLu * Tamimi ¢ Panda * Danube ¢ Othaim Other retailers
>80% combined revenue <20%

LuLu Tamimi Panda Danube Othaim

Strategic implication: Costco must win members from entrenched competitors, not merely enter a growing market.
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Saudi consumer value and bulk-purchase silgall?yals

Reported behaviours align with Costco’s value proposition, while also'showing weak retailer
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Digital retail readiness in Saudi Arabia
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Investment, tax and workforce requirements

Formal establishment is manageable, but compliance changes the cost model.

Investment registration Tax and invoicing Saudisation Capability building
About 10 working days 15% VAT 60% for qualifying SAR 5,500 minimum
for approved activities E-invoicing required marketing and sales roles countable salary; local training

Strategic response: build local managerial and service capability rather than rely on expatriate staffing.
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Food, customs and data compliance pathway
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Risk-control principle: verify compliance before shipment and minimise unnecessary transfers to US systems.
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Priority customer segments for a Saudi Costco pilot
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Dunning’s OLI test applied to Costco in Saudi Arabia
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All three advantages must reinforce one another at warehouse level.
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Costco ownership advantages and transferability risks
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Saudi location advantages: balanced scorecard

Qualitative assessment derived from the report’s evidence.

Market size and income _ High

Retail and e-commerce momentum _ High
Business-member potential _ High

Digital payments and connectivity _ High
Property economics _ Medium
Import and port concentration _ Medium-low
Membership acceptance certainty _ Medium-low
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Proposed supply-chain configuration and location risks
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Recommended internalisation boundary
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¢ Inventory and stock rotation * Specialist licensing support
* Brand and service standards * Non-core local services
— - ~ -

Principle: protect the integrated operating system while buying complementary local capability.

/isualised from evidence and analysis presented in the report
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OLI synthesis and entry decision
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Costco international entry-mode evolution
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Selected international outcomes and scale signals
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Entry-mode options against Costco’s strategic requirements
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Best fit: wholly owned greenfield subsidiary supported by reversible local contracts.
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Recommended Saudi governance architecture
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Phased Saudi market-entry roadmap
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Capital release should be milestone-based, not driven by global expansion targets.
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Saudi entr ry risk matrix
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Gibbs’ reflective cycle applied to the assignment
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Research triangulation and evidence validation

Costco filings

and corporate data

Validated strategic judgement

Recent academic
literature

Saudi official
statistics and regulation

Authority Lateral check

Visualised from evidence and analysis presented in the report





image29.png
How theory changed the entry-mode recommendation
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Learning outcome: frameworks became decision tests, not descriptive checklists.
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The report positions Costco as globally integrated, with selective local adaptation.
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Costco global business-model flywheel

Complementary activities reinforce low prices, member value and renewal.
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