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Executive Summary

     Costco Wholesale Corporation maintains a global network of membership facilities, mostly known as "Costco Wholesale," that offers/sells quality, brand-name products at markedly reduced costs compared to those normally obtained at traditional wholesale or retail locations. It is a one of the largest US-based retail chain with its headquarters in Washington and serves as the umbrella organization for all other members that sells items in large quantities and more such as auto parts, toys, groceries, jewelry, clothing, furniture and much more. During the Covid-19 pandemic Costco Wholesale like many businesses around the world faced difficulties in delivering innovative customer care and maintaining competitive advantage in their industry. These difficulties changed the outcome in some instances of the internal and external environment based on analysis done to formulate whether new ideas for further development and growth was needed. 
          This report would evaluate the state of the industry and Costco’s Wholesale present microeconomic situation using strategic tools like the Porter's Five Force analysis, SWOT, and PESTLE/PESTEL analysis, and to assist the company to determine how each component listed in the various analysis can pose opportunities or threats in the environment it operates in. Costco faced threats and has managed to thrive in the pandemic which has set a precedent for the company to set strategic plans in event of another unforeseen event to continue to provide for their customers and maintain growth. It is recommended that Costco take advantage of the opportunities associated with businesses in high-growth economies to increase their operations there.

1.0 Introduction
     A company must be able to create strategies that are compatible with its resources. Proctor (1997) describes strategy as the alignment of a firm's operations with its operating environment. In other words, he suggests that “strategy involves matching a ﬁrm’s activities with its resource capability”. In most cases, businesses ought to initiate a Strategic Direction, considered to be a road map to provide the company with expertise information of its goals, which they will be achieved and the resources or framework for how the company must operate. Businesses that want to do well overall would be wise to make sure that their generic competencies form the foundation of their strategic direction (O’Regan and Ghobadian, 2004). During the pandemic era many companies around the world struggled to keep their business afloat, maintain steady customer care and more which eventually they had to adapt to the several changes they were not prepared for. Companies had to incorporate the challenges faced throughout the COVID-19 pandemic and set strategic plans on how they can handle this unprecedented situation. In order to retain current customers and draw in new ones, retailers everywhere had to work hard to deliver exceptional services (Pantano et al., 2020) during the pandemic. Fast forward to three years later since the pandemic, businesses are thriving again and setting strategic plans in motion to discover a new way forward for delivering innovative customer care, ensuring future resilience and sustainable competitive advantage against a backdrop of a pandemic should something occur again that may change the business climate. Using cutting-edge AI, businesses are modernizing customer care to guarantee a great customer experience from the very first interaction and throughout the buyer's journey. In this way, companies need to know where they are succeeding and where they need to improve if they are to manage customer care effectively.

1.1 Background
     In the business environment where there is a plethora of multinational firms vying to entice and capture new clients for the services and products they are offering, Costco is no stranger to the retail industry and have been a household name over the years. Lewis (n.d) explains that “Sol Price, a forerunner in the warehouse club retailing industry, founded the first Price Club in San Diego in 1976, which is when Costco originally came into existence. In 1983, James D. Sinegal and Jeffrey H. Brotman launched the first Costco in Seattle then later on in 1993, Costco and The Price Company amalgamated to form Costco. Costco Companies, Inc. became the new name of the corporation in 1997, and the current name was adopted in 1999”. The company currently conducts its businesses in some of the world's most developed economies, including Europe, United States, Mexico, Canada, and the Middle East and more. The company offers a wide spread of products and services such as groceries, jewelry, clothing, home good, auto parts, furniture, beauty products, office supplies, toys and so much more. Shih et al., (2015) explains that five product categories contribute to its earnings, but food and other items including alcoholic and non-alcoholic beverages, groceries, snacks account for 40% of it. Furthermore, “Costco is a retailer that relies on consumer purchasing power which stands out against businesses like Walmart. In order to secure long-term viability, Costco must maintain a competitive advantage to grow and expand which depends on its ability to offer high-quality products and services at reasonable prices” Gregory (2017). Costco is the third-largest US-based international company with over 803 sites and $166.7 billion in revenue, which ranks them as the third among all retailers worldwide in 2020 (Kumar et al., 2022). The multinational company Costco oversees a network of affiliate warehouses around the world and sells its products at a discount compared to other merchants and has frequently been an industry leader in customer care. This report would describe the strategic analysis of Costco Wholesale undertaking external and internal analysis and its role with customer care in the organization. 


















2.0 Industry Overview
     A corporation's long-term performance is determined by a set of managerial choices and actions known as strategic management which consists of the external and internal environmental assessment, strategic planning, implementation of the strategy, evaluation, and control (Hunger, 2020). The legendary Walmart and other well-known companies dominate the competitive market in which Costco competes. As a result, the corporation may think about enhancing its organizational structure to effectively compete in the sector. Understanding Costco current situation and the potential paths by which it might follow a certain course of action is required to establish the strategic direction of the business. Typically, the organization's strategy entails customers purchasing a membership package that enables them to shop at the company's retail locations (Rahman, 2020). The main benefit of strategic management today is to enable firms to successfully navigate a dynamic, complicated environment as a tool for strategic planning. These tools will help Costco to develop or alter strategic plans throughout the year to deliver innovative customer care while ensuring future resilience and sustainable competitive advantage for the company. Morris (1996) emphasizes that rather than being a temporary training requirement, customer care must be a part of a continuous business strategy which would demonstrate how treating customer service as a strategic issue elevates it to the level of senior management and makes it a leadership issue. By utilizing strategic management techniques, Costco will be able to handle a wide range of external issues that have an impact on their operations both internal and external events in order to make the necessary adjustments for the organization's expansion. According to (Berisha et al., 2017), Consequently, if a corporation wants to get any closer to assessing the effectiveness of a strategy, decision makers must first adopt a broad range of viewpoints by utilizing strategy tools. For the purpose of this report the various tools that would be used to assist with the strategic management of Costco are Porters five forces, SWOT analysis and PESTLE/PESTEL analysis.

2.1 SWOT Analysis 

    The dramatic COVID-19 effect had a negative impact on every aspect of our lives and posed a danger to markets around the world which led to unprecedented events that businesses were not prepared for. “Over the past decade, SWOT research has focused on analysing organizations for recommended strategic actions” Helms and Nixon (2010). This study conducts a SWOT analysis to evaluate the opportunities and pinpoint potential threats in the market for Costco from the effect of the pandemic era. SWOT analysis was created to assist businesses in defining their strategy in light of the dynamic and intensely competitive business environments (Nyarku and Agyapong, 2011). Likewise, Okrepilov (2021) describes SWOT analysis as an evaluation of an organization's external opportunities, threats, and opportunities from the outside that have an impact on strategic decisions. The purpose of this tool is to assess both external and internal assessment to create a limited list of potential business opportunities, challenges that should be avoided or minimized. Kotler and Armstrong (2008) also believes that “the marketing environment is made up of actors and forces outside of marketing that influence marketing management's capacity to create and maintain effective relationships with target customers”. Based on research, the SWOT analysis listed below can describe Costco’s current condition during the pandemic era:

Strengths – Internal Factors

1. Large number of high-quality affordable products and services offered: Costco has very attractive low prices on a volume of goods/services offered in its brick-and-mortar store and also on their online presence. Costco's most recent quarter saw a jump in sales driven by the Covid-19 outbreak, pushing its annual profit above $4 billion for the first time (Isidore, 2020). This created an advantage for them to offer certain things or bundles of items to an individual depending on their preferences exhibited through purchases which in turn, creates customer loyalty.
2. Incentives and Strong brand name: The business' asset is its ability to produce high-quality goods making it a household name. Costco provides well-paying retail positions, which contributes to a contented workforce and minimal employee turnover. Additionally, it offers its staff a variety of bonuses and incentives and opt for not wasting money on advertising rather it focuses on the operational cost low and passes the savings to its customers.
Weakness – Internal Factors 
1. Easily imitable business model: Online retail firms have become very common in the world of online shopping today, making it simple for competitors to imitate Costco’s business strategy. A few companies, like BJ’s wholesale, Walmart, Target and more are in competition with Costco.
2. Membership only model: The warehouse club retail business concept is exclusive to members is Costco's primary flaw. Although this approach restricts the overall number of consumers, it encourages customers to shop at Costco stores. Customers who are not members might not feel welcome at Costco locations. This can be considered a major weakness for Costco since it can lead to potential customers who may have seen cheaper items at their store or online while staying home during the pandemic and might opt for shopping at other businesses like Walmart where a membership fee is not required. 


Opportunities – External Factors 
1. Entering into new markets: Since online grocery shopping is currently popular and people are embracing the convenience of doing their grocery shopping from the comfort of their homes, particularly during the Covid-19 pandemic, Costco has the chance to expand its company into growing regions. Foreign markets such as China and India with large populations can help extend Costco their customer base. 
2. Expansion of their e-commerce presence: Gregory (2017) believes that the chance exists for Costco to broaden the reach of its online stores. By improving the company’s online presence, they would have the opportunity to compete with rival companies and expand their industry's market making it more appealing to a wider range of customers.
Threats – External Factors 
1. Fierce Competition: Costco operates in an industry with well-known companies that dominate the competitive market such as BJ’s Wholesale and Walmart is more profitable in its host country (United States) than it is anywhere else. The main aim for Costco is to be successful in all the locations it operates in and not just the home country so that they can stand a chance in improving their customer care especially during the pandemic where their customers were located all over the world. 
2. Aggressive Marketing and Online Competition: Gregory (2017) believes that Costco is threatened by the aggressive marketing of rival retail companies in the market. Online competition is also high especially from large retailers such as Amazon and Walmart where online shopping has particularly increased since the pandemic making it a threat for Costco since they are mainly focused on their ware house locations. “The COVID-19 pandemic has led to a sharp increase in online trade” Dannenberg et al., (2020). Strategic planning would be needed to mitigate this particular threat. 

2.2 PESTLE/PESTEL Analysis
     The abbreviation PESTLE stands for political, economic, social, technological, legal, and environmental aspects that have an uncontrollable impact on decision-making which offers a framework to improve one's capacity to research an organization's external environment (Bismark et al., 2018). Consequently, Kotler (1998) suggest that the PESTLE analysis is a good strategic tool for determining a company's position, competitive advantage, and operational strategy. This specific tool was used to evaluate the macro-marketing environmental factors that affect the firm and give a thorough analysis of Costco and its position in the e-commerce industry. Bismark et al., (2018) claims that the majority of professional institutions employ the Mckinsey 7s model in addition to additional tools like PESTLE, BSC, and SWOT Analysis to assess the organization's overall performance.

Political Factors
     Costco is a multinational corporation with operations spread throughout numerous countries, each of which experiences its own political tensions. Since Costco is an American-owned company headquartered in Washington they have government stability in their home market which allows them to concentrate on carrying out their business strategies. However, political difficulties in the nations where they operate have an impact on how the firm functions and Costco must observe and adhere to their trade policies which can determine whether the company will be successful or not. Furthermore, the policies adopted during and after the pandemic had to also be observed by Costco and ensure that it complies with the laws of the countries, especially given how different governments see e-commerce and retail in general which can harm their relationship with foreign partners in the market.

Economic Factors
    Understanding economic factors like foreign exchange/interest rates, labour market circumstances, inflation, saving rates, etc. is crucial for Costco because they affect the nation's overall economic climate. Recently, the Covid-19 pandemic occurred which made things difficult for businesses with a global reach and significantly reduced peoples' disposable income and caused a reduction in family spending. Costs have increased as a result of supply chain interruptions and resource shortages (MBA Skool, 2021). However, as the pandemic slowed down government economic initiatives helped to expand the economy and raise people's incomes. Dean (2020) claims that at Costco “Online sales for the year were up 50%, driven by purchases during the pandemic. Online sales more than doubled in both May and August compared to the same months in 2019. To improve financial performance, the organization has the opportunity to create new outlets in growing regions of the world. Even though economic development in the United States remains sluggish, Costco can increase its stability and growth in the United States.
Social Factors
     Smithson (2017) describes that Costco Wholesale has the chance to strengthen its corporate social responsibility programs in response to the external element of growing consumer demand for business social responsibility and also to raise consumer happiness by putting environmental and animal rights principles and practices into practice. Increased globalization is changing consumer lifestyles, shifting consumer tastes for price and quality are what drive Costco to modify the things they are selling in response to societal developments. Socio-cultural aspects have a significant impact on Costco's operations and overall profitability since Costco prides itself in improving customer care for their clientele during the pandemic by offering them home delivery services for persons who which to improve their lifestyle changes by purchasing items in bulk needed for exercise and healthy eating.
Technological Factors
     Technology can help create a customer orientation that is changing how businesses and customers interact, frequently to both parties' advantages. Modern customer care service cannot exist without technology in fact, IT had a leading role in improving efficiency and performance in service delivery, and it still does (Lichtsteiner, 2022). Based on research, the improved quality of today's technology has made it possible for Costco members to purchase many in-store items online and has given members a way to access a far wider range of reasonably priced goods and services that weren't feasible to stock at the company's warehouses. This opened a door for customers since many people were stuck at home because of the pandemic and Costco online store allowed them to purchase items right away from a single ‘one click purchase’ which made customers happy thus boosting morale for all who shop at the company. MBA Skool (2021) suggests that Costco has used big data analytics, and the technology has advanced significantly since then and has created numerous opportunities to enhance process and inventory management. Subsequently, Berg et al., (2016) believes that leaders who focuses on customer care are aware of how the technology landscape is evolving and the necessity for more technological investments to support a longer-term strategic goal.
Environmental Factors
     Sustainability and environmental concerns have been a focus in 21st-century business due to the rise in environmental consciousness. Due to growing environmental awareness and shifting climatic conditions, environmental considerations are now an important part of the PESTEL analysis. Different markets have different environmental norms, laws, and regulations. Costco's global reach necessitates that the company carefully weigh these distinctions in order to prevent undesirable situations before opting to enter a new market a thorough environmental investigation is essential. “Consequently, consumers have a key role in promoting the proper use of resources and cleaner production because their choices can influence the way firms produce their products, which means that consumers can make firms adopt new management practices” Jaca et al., (2018). Also, Smithson (2017) believes that if Costco wants to improve customer care for its customers it is at risk from climate change because a portion of their operations involves selling produce, which depends on favorable climatic conditions and in light of this, Costco needs to change the mix of its products to accommodate changing consumer habits.
Legal Factors
     As a multinational company, Costco is required to abide by all existing statutes and regulations while conducting business in territories other than its home country. During the pandemic Costco was affected by tariffs, export and import regulations because it operated on a global scale in other countries. Smithson (2017) believes that despite problems with tax reform, Costco modifies its policies and tactics to maximize performance and implement new regulations that mandate more precise GMO labeling for its food items. When creating human resource policies, Costco has an ethical and moral obligation to provide a safe working environment for its employees. Discrimination lawsuits can tarnish an organization's reputation and limit its ability to attract top talent and provide top notch customer care to clients. These actions could have severe effects on the business; thus, it is better if Costco is fully aware of the dos and don'ts of conducting business in its host country or other international markets. 

2.3 Porter’s Five Forces 

    Williams (2020) describes the Porter's Five Factors is a simple model that identifies and examines five competitive forces that characterize each sector and help identify the strengths and weaknesses of an industry. In order to identify prospective dangers or opportunities, this research looks for patterns or forecasts that will examine how each forces affects Costco in the global market. Porter's five forces thinking may have been shifted from competing in an existing competitive environment to seeking opportunities in new innovative markets as a result of technological advancements and new strategic thinking strategies, such as shaping the future, engaging with customers, and generating long-term value using innovative methods (Bruijl and Gerard, 2018).The five Forces portray There are five industrial dynamics that influence competition inside a particular industry, exposing the industry's general weaknesses and strengths and frequently used as a determining factor for future business strategy.
Bargaining Power of Buyers
     Due to fierce industrial competition and direct competitors, bargaining power of buyers is high and potentially dangerous. Costco also has member-only, basic warehouses that put impediments in the way of customers. If customers have a wide range of options and also the choice to delay purchases, this would mean their purchasing power is typically high. When choosing an item to buy, consumers take the shopping experience into account in addition to price (McKinsey & Company, 2012). During the pandemic, Costco had to settle for alternative ways to offer their customers without it affecting the service they provide to them. Customers did not know the kind of power they yielded if particularly a large number of them band together and pressure the business to lower prices for them, the business will be forced to comply due to customer pressure or they would just find alternative products elsewhere. 
Threat of New Entrants
     An industry's appeal may decline as a result of increased competition brought on by new competitors which is largely determined by the entrance barriers (Uçmak and Arslan 2012). Costco already has a solid client base and a well-known brand therefore threat from new entrants would be low. It would be challenging for a new entrant to compete against the current brand given that Costco is one of the biggest and most prosperous merchandising organizations in the world. Porter (2008) argues that they must make sure that their goods are superior to those provided by their industry rivals in order to stop this from happening. For example, during the pandemic customers were more inclined to buy Costco products/services as a result than those of its direct industry competitors. Any new competitor would need to make significant investments in customer care, variety of goods offered, and other fields in order to have any chance of challenging Costco.
Bargaining Power of Suppliers
     In addition to forming partnerships with merchandisers and buying goods directly from various manufacturers, Costco also has the power and capability to swap suppliers in the event of a late delivery therefore their bargaining power of suppliers is weak. There are numerous suppliers, and few firms provide a sizable portion of the goods that Costco carries. Additionally, Costco has no trouble locating adequate product in sufficient numbers which the company can move to alternate suppliers if there were a problem receiving the goods. Costco's suppliers have little control over the distribution and sale of their products so Costco uses a wide variety of suppliers, allowing them to get their resources from different sources. They will have a large selection of providers to pick from as a result.


Threat of Substitute
     Prices are affected by the threat of substitute items since consumers can select a different product that offer the same satisfaction which poses a serious danger and could lead people to switching to alternative products. Costco is more vulnerable to the danger of substitute goods especially if a customer’s expectations can be meet from other competitors like Amazon, Walmart, BJ's Wholesale, Target and more. During the pandemic era, many customers opted for buying alternative products or better than that of Costco's products since some of the items were not readily available. Porter (2008) suggests that to curb these, businesses ought to ensure that their items are superior than those made by their competitors. The threat of substitute is strong in this factor and should Costco remain relevant in the market they must differentiate products/services offered to make them less price sensitive from their competition. 
Competitive Rivalry
     The competitive rivalry in the retail industry market is high due to several businesses offering similar products and services. Even though, Costco has managed to make a name for itself in the market, companies like BJ’s Wholesale Walmart, and countless more compete with it and to maintain its place in the market, Costco must continue to be unique and innovative. The rivalry among existing competitors that Costco faces is high even though the company has a loyal customer base. According to Forbes.com (2021) “Loyalty increased during the pandemic when Costco put the safety of employees and customers first, requiring social distancing and masks ahead of other retailers” thus ensuring that they gain a sustainable advantage to meet the emerging needs of their customers.


3.0 Findings
     Based on opportunities in its business environment, PESTEL/PESTLE research shows that Costco has numerous options for improvement and growth. Costco however, have the necessary skills to safeguard itself from dangers in the retail sector. The internal and external analysis of the current market in the Porter’s Five Forces suggests that if the new entrants get financial support from the government this can significantly impact domestic competition and pose a threat to the buyers at Costco. In light of the pandemic, threat of substitute can also arise in challenges for the company because if customers aren’t satisfied from specific products and prices and opt to buying of another product can have a significant impact and reduce the firm's sales.   
     The findings also revealed that the PESTLE analysis had some weakness as well after the evaluation that the government and taxation regulations that prevent the corporation from expanding into other nations revealed. One way to deal with this weakness for it to work is to align with the government to guarantee that all rules are followed, which would make entering a competitive or oversaturated market simpler. Lastly, as it relates to the SWOT analysis, Costco have several strengths that can be capitalized on particularly to improve the quality of today's technology to assist with customer care from the pandemic and also find innovative ways in how the company can introduce modern elements in the business.




4.0 Conclusions
     All things considered, Costco Wholesale is a very successful company which has demonstrated its strengths to continually seize the opportunities with the help of its cutting-edge strategies to adapt to the change in events from the pandemic and competing force to deliver top notch customer care. Based on research, Costco’s strategy is to keep prices as low as feasible known as the low pricing strategy to be able to set them apart from other retail companies and with the help of modernized technology to accommodate fresh trends and strategies in the ever-changing environment. 
     Nevertheless, the company has sufficient resources to compete in the industry, but it must be on the lookout for any potential key issues identified by the SWOT, PESTLE, and Porter's Five Force that could prevent it from achieving its long-term goal and also future opportunities that can be used for improvement or enhancement.  








5.0 Recommendations
     Costco has the choice of enhancing its business strategy in order to expand their presence internationally and engage in aggressive industry competition with nations such as India and China with large populations and an enormous number of resources and skills. As it regards with Costco’s position on advertising it is recommended that the company implement more promotions in their business strategy to spread the word in advent of the pandemic. Major challenges to the company's long-term development were identified by the SWOT, PESTEL, Five Porter's Forces analysis which suggests that the company can build strategies they need to upgrade their online presence in order to compete against other giants in the industry with strategies like a full renovation of marketing communications through online channels and re-shaping of the web platform. Further recommendations would be that following the Covid pandemic, people were stockpiling up on necessities Costco can utilize this by continuing to offer a large variety of high quality for low prices making it attractive to all. All in all, Costco’s employees are treated very fairly, which encourages them to remain devoted to the organization and give it their all which helps to improve customer care in the service they provide to the general public. 
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