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[bookmark: _Toc224865683][bookmark: _Toc237529709]1. Executive Summary
This report evaluates the strategic feasibility of Costco Wholesale Corporation entering the Brazilian retail market and identifies an appropriate market-entry strategy. Costco is characterised as pursuing a predominantly global strategy with selective transnational adaptation, reflecting the standardisation of its membership-based warehouse model alongside market-specific adjustments in sourcing, merchandise and customer engagement.
The political, economic, legal and cultural analysis indicates that Brazil is a strategically attractive but execution-intensive market. Its large consumer base, significant household consumption and long-term retail potential provide strong commercial opportunities. However, regulatory complexity, tax-system transition, high financing costs, inflation, exchange-rate exposure and cultural unfamiliarity with the warehouse-club model create significant implementation risks. Consequently, Brazil's attractiveness depends on Costco's ability to preserve its low-cost operating model while adapting selectively to local conditions.
Dunning's Eclectic (OLI) Paradigm identifies strong but conditional ownership advantages arising from Costco's membership model, purchasing scale, operational efficiency and organisational capabilities. Brazil provides substantial market-seeking location advantages, while internalisation remains important for protecting Costco's core operating processes. However, the analysis demonstrates that internalisation does not necessarily require immediate full ownership.
A Costco-controlled joint venture with a staged pathway towards full ownership is therefore recommended. This structure would provide access to local regulatory knowledge, supplier networks and property-development expertise while allowing Costco to retain control over its membership system, pricing philosophy, merchandising and operating standards. Initial entry should be phased and geographically concentrated, supported by local and Mercosur sourcing and consumer testing before wider expansion.


[bookmark: _Toc237529710]2. Introduction
In an increasingly globalised economy, multinational corporations must evaluate whether host-market opportunities justify the risks and resource commitments of international expansion. Differences in political, economic, legal and cultural conditions can materially affect market attractiveness and entry-mode performance (Hill, 2022).
Costco Wholesale Corporation is a membership-based warehouse retailer whose competitive model combines low mark-ups, limited assortment, purchasing scale and operational efficiency. The company has expanded across markets including Canada, Mexico, the United Kingdom, Japan, South Korea, Australia and China, but has no significant operational presence in Brazil (Costco Wholesale Corporation, 2025a). Brazil therefore provides an appropriate setting for assessing a potential new market entry.
Brazil offers substantial consumer-market scale but also presents taxation, regulatory, infrastructure and competitive challenges that may affect Costco's ability to transfer its existing model successfully. This report therefore evaluates Costco's international strategy and global configuration using Bartlett and Ghoshal's framework, examines Brazil's political, economic, legal and cultural environment, applies Dunning's Eclectic (OLI) Paradigm, and recommends an entry mode based on strategic fit, risk and long-term sustainability.

[bookmark: _Toc237529711]3. Organizational Classification and Global Strategy
[bookmark: _Toc237529712]3.1 Company Background
Costco Wholesale Corporation is a US-based membership warehouse retailer whose model combines high-volume purchasing, limited assortment, rapid inventory turnover and membership-fee income to support low mark-ups. As of 28 May 2026, Costco operated 931 warehouses, including 639 in the United States and Puerto Rico, with international operations across Canada, Mexico, Europe and Asia-Pacific; Brazil remained absent from this footprint (Costco Wholesale Corporation, 2026).
During the first 36 weeks of fiscal 2026, Costco generated approximately US$203.37 billion in net sales and US$4.06 billion in membership fees (Costco Wholesale Corporation, 2026). This scale provides resources for further internationalisation, but Costco's overseas network remains much smaller than its domestic base, indicating disciplined expansion. Its capabilities therefore offer a strong platform for Brazil, but their transferability must be tested against local institutional, economic and cultural conditions.
[bookmark: _Toc237529713]3.2 Bartlett and Ghoshal's International Strategy Framework
Bartlett and Ghoshal's (1989) framework distinguishes international, multinational, global and transnational strategies according to pressures for global integration and local responsiveness. Costco most closely reflects a global strategy because its membership-based warehouse format, limited-SKU philosophy, high-volume purchasing, Kirkland Signature proposition and low-cost operating model are replicated internationally. Standardisation supports economies of scale, operational consistency and protection of Costco's core value proposition (Costco Wholesale Corporation, 2025a).
However, Costco is not purely global. Differences in consumer preferences, supplier structures and regulation require selective adaptation of merchandise and sourcing, creating transnational characteristics without the degree of decentralisation associated with a fully transnational organisation. Rugman and Verbeke (2004) also caution that multinational strategies may remain regionally influenced rather than fitting rigid global categories.
Costco is therefore best classified as pursuing a predominantly global strategy with selective transnational adaptation. In Brazil, this implies preserving the membership model, cost discipline and operating format while adapting merchandise, sourcing and customer engagement where local conditions materially require responsiveness.
[bookmark: _Toc237529714]3.3 Global Configuration and Competitive Advantage
Costco's geographic configuration combines a dominant North American base with selective expansion across Europe and Asia-Pacific. Of its 931 warehouses on 28 May 2026, 639 were in the United States and Puerto Rico, indicating that international growth [image: ]remains selective rather than geographically dispersed (Costco Wholesale Corporation, 2026). 
Value creation derives from the interaction between scale and Costco's operating model. High-volume purchasing, limited assortment, rapid inventory turnover and efficient distribution reduce operating costs, while recurring membership income reinforces customer loyalty and financial stability (Costco Wholesale Corporation, 2025a). These capabilities support Costco's low-price proposition and are difficult for competitors to reproduce at equivalent scale.[bookmark: _Toc237529684]Figure 1 Costco's Geographic Warehouse Configuration as of 28 May 2026
Source: Own developed from Costco Wholesale Corporation (2026).

However, competitive advantage is context dependent. Supplier structures, logistics costs, regulation and consumer preferences in Brazil may weaken the benefits of standardisation and require greater local sourcing and adaptation. Costco's global configuration therefore provides substantial resources for entry, but success depends on preserving scale efficiencies while responding effectively to Brazilian market conditions.

[bookmark: _Toc237529715]4. Macro-Environmental Appraisal and Market Attractiveness
[bookmark: _Toc237529716]4.1 Political Environment
Brazil's political and institutional environment presents both investment opportunity and implementation risk for Costco. Foreign investors are generally permitted to participate in Brazilian enterprises, while FDI inflows represented approximately 3.4% of GDP in 2024 (Central Bank of Brazil, 2025; World Bank, 2026a). However, Brazil's federal structure, comprising national, state and more than 5,500 municipal authorities, creates administrative complexity affecting licensing, taxation and property development (World Bank, 2026a). For Costco's capital-intensive warehouse model, this may increase establishment costs and delay expansion.
Tax reform creates a further trade-off. Complementary Law No. 214/2025 introduced the IBS, CBS and Selective Tax as part of Brazil's consumption-tax reform (Federal Revenue of Brazil, 2026a). Although simplification may reduce long-term compliance costs, transitional implementation requires businesses to adjust reporting, pricing and information systems. Costco may therefore benefit eventually while facing higher short-term compliance requirements.
Trade policy also affects Costco's sourcing model. Mercosur's Common External Tariff can increase the cost of merchandise imported from outside the bloc (Mercosur, 2026). Greater Brazilian and regional sourcing could therefore reduce landed costs and protect Costco's low-price proposition.
Overall, Brazil is politically viable but execution intensive. Openness to investment and tax modernisation support entry, while administrative complexity and regulatory transition increase risk. Costco should therefore pursue phased expansion, develop strong local regulatory capabilities and increase regional sourcing rather than replicate its existing international model unchanged.
[bookmark: _Toc237529717]4.2 Economic Environment
Brazil offers Costco substantial demand potential but also exposes the company to high financing costs, inflation and currency risk. GDP grew by 2.3% in 2025 to approximately R$12.7 trillion, while first-quarter 2026 GDP increased by 1.1% quarter-on-quarter (IBGE, 2026a; IBGE, 2026b). However, the World Bank (2026a) projected growth of only 1.6% for 2026, indicating that recent resilience may not translate into consistently strong retail expansion.
Monetary conditions present a significant constraint. In April 2026, the Selic rate stood at 14.50%, while expected inflation remained around 4.9%, above the 3% target (Central Bank of Brazil, 2026). High borrowing costs increase the expense of warehouse investment and working capital, while inflation raises labour, logistics and procurement costs. Conversely, greater price sensitivity may strengthen demand for Costco's low-unit-price proposition. The economic environment therefore creates a dual effect: it pressures margins while potentially increasing the attractiveness of value-oriented retailing.
Exchange-rate volatility further affects Costco because imported merchandise would become more expensive if the Brazilian Real depreciated. Passing these costs to customers could weaken the company's value proposition, making greater Brazilian and Mercosur sourcing strategically important.
Household consumption reached approximately R$8.1 trillion in 2025 (IBGE, 2026a), demonstrating substantial market scale. However, aggregate consumption alone does not guarantee membership-model acceptance. Costco must attract households with sufficient purchasing power, storage capacity and willingness to buy in bulk. Overall, Brazil is economically attractive for long-term entry, but high capital costs, inflation and currency exposure support a phased expansion strategy with greater local sourcing.
[bookmark: _Toc237529718]4.3 Legal Environment
Brazil permits foreign participation in local companies, although qualifying FDI transactions are subject to Central Bank reporting requirements (Central Bank of Brazil, 2025). Therefore, there is no fundamental legal barrier to Costco establishing a controlled Brazilian operation, but compliance complexity remains significant.
Tax reform is a key transitional issue. Complementary Law No. 214/2025 introduced the IBS, CBS and Selective Tax as part of Brazil's consumption-tax reform (Federal Revenue of Brazil, 2026a). Although the new system is intended to simplify indirect taxation, implementation during 2026 requires businesses to adapt accounting, pricing and information systems. Costco could therefore benefit in the longer term while facing short-term compliance costs.
Employment regulation also affects Costco's labour-intensive warehouse model. Brazilian commercial employees are generally subject to an eight-hour working day and 44-hour working week (Brazil, 2013), requiring locally adapted workforce planning rather than direct replication of US practices.
Consumer and data-protection rules are equally important. Brazil's Consumer Protection Code regulates supplier obligations relating to pricing, complaints and after-sales service (Ministry of Justice and Public Security of Brazil, 1990), while the LGPD governs personal-data processing (ANPD, 2025). This is particularly relevant to Costco's membership model because registration, purchasing histories and digital accounts involve extensive customer data.
Competition law also affects entry-mode choice. CADE reviews qualifying mergers and acquisitions under Law No. 12,529/2011 (CADE, 2011), meaning acquisition could face greater regulatory scrutiny than greenfield entry. Overall, Brazil is legally accessible but compliance-intensive, strengthening the need for local legal capability and influencing the relative attractiveness of alternative entry modes.
[bookmark: _Toc237529719]4.4 Cultural Environment
[image: ]Cultural distance between Brazil and Costco's US home market may affect customer acceptance, employee management and supplier relationships. Brazil scores higher than the United States on power distance (69 versus 40), lower on individualism (36 versus 60) and higher on uncertainty avoidance (76 versus 46) (The Culture Factor Group, 2025). These differences suggest that Costco cannot transfer its US-developed practices without adaptation. [bookmark: _Toc237529685]Figure 2 Selected Cultural Dimensions — Brazil and the United States
Source: Own developed from The Culture Factor Group (2025).

Higher power distance may require more locally appropriate leadership and communication practices, while Brazil's more collectivist orientation increases the importance of trusted relationships with employees, suppliers and communities. However, collectivism alone does not prove that consumers will accept Costco's annual membership model, so market testing remains necessary.
Higher uncertainty avoidance creates a more direct challenge because paying for membership before experiencing its full benefits may be unfamiliar to some consumers. Costco should therefore reduce perceived risk through clear membership benefits, guarantees, introductory offers and locally recognisable merchandise.
Hofstede's framework should nevertheless be applied cautiously. McSweeney (2002) argues that national-culture models may oversimplify diverse societies and inadequately explain individual behaviour. Hofstede should therefore guide rather than determine strategy and be supplemented by market-specific consumer research. Overall, cultural distance increases the need for selective adaptation in management, customer communication and merchandise while preserving Costco's core membership and cost-leadership model.
[bookmark: _Toc237529720]4.5 Critical Evaluation of Brazil's Market Attractiveness
The combined macro-environmental analysis indicates that Brazil represents a strategically attractive but execution-intensive market for Costco. Its principal attraction lies in market scale, household consumption and long-term retail potential, while continued openness to foreign investment provides a viable institutional basis for entry. However, these advantages are offset by high financing costs, inflation, exchange-rate exposure, regulatory complexity and the transitional implementation of tax reform. Consequently, Brazil's attractiveness should not be judged solely by the size of its economy or consumer base; the critical issue is whether Costco can preserve its low-cost economics while absorbing the additional costs of operating within the Brazilian environment.
Several external factors interact rather than operate independently. For example, currency depreciation and external tariffs could raise the cost of imported merchandise, while inflation would limit Costco's ability to transfer those costs fully to consumers. This strengthens the economic case for greater Brazilian and Mercosur sourcing. Similarly, regulatory complexity and employment obligations increase operating costs, but local legal and managerial capabilities could reduce implementation risk. Cultural differences create a further challenge because Costco's membership-based warehouse model may be unfamiliar to some consumers, requiring market education and selective adaptation without undermining the standardised features that generate its competitive advantage.
Therefore, Brazil should be considered conditionally attractive rather than inherently low risk. Entry would be strategically justified if Costco adopts a phased investment approach, develops local and regional supplier networks, establishes strong regulatory capabilities and validates consumer acceptance of the membership proposition before accelerating expansion. These conditions imply that successful entry depends not simply on Brazil's external attractiveness but on the interaction between host-country characteristics and Costco's firm-specific capabilities. Dunning's Eclectic (OLI) Paradigm therefore provides the appropriate next stage of analysis by assessing whether Costco's ownership and internalisation advantages are sufficiently strong to exploit Brazil's location advantages while overcoming its institutional and operational disadvantages.
[bookmark: _Toc237529721]4.6 Dunning's Eclectic (OLI) Paradigm
Ownership Advantages - Dunning's Eclectic Paradigm proposes that foreign direct investment becomes more viable when a firm possesses ownership-specific advantages capable of overcoming the additional costs of operating in a foreign market (Dunning, 1988). Costco possesses several potentially transferable advantages, particularly its membership model, purchasing scale, limited-SKU philosophy, private-label capabilities and highly disciplined operating system. In fiscal 2025, Costco generated approximately US$5.3 billion in membership-fee revenue alongside US$269.9 billion in net sales, demonstrating the financial significance of a business model that combines recurring membership income with high-volume merchandise sales (Costco Wholesale Corporation, 2025a).
Costco's international performance provides some evidence that these capabilities can travel across national boundaries. As of 28 May 2026, the company operated 931 warehouses across multiple international markets, while comparable sales in its “Other International” segment increased by 11.0% during the first 36 weeks of fiscal 2026 before adjustment for foreign exchange and gasoline effects (Costco Wholesale Corporation, 2026). Nevertheless, international success does not establish that Costco possesses equivalent brand recognition or membership acceptance in Brazil, where it has no significant operational presence. Its membership model should therefore be viewed as a potential ownership advantage rather than an automatically transferable one. If Brazilian consumers do not perceive sufficient savings to justify paying an annual fee, an important source of Costco's competitive advantage could become a barrier to adoption. Ownership advantages are therefore strong, but their value in Brazil depends on effective localisation and consumer acceptance.
Location Advantages - Location advantages concern whether characteristics of the host economy make local investment preferable to serving the market through alternative arrangements (Dunning, 1988). Brazil provides substantial market-seeking advantages for Costco. Its population was estimated at approximately 213.4 million in 2025, while GDP reached R$12.7 trillion and household consumption approximately R$8.1 trillion, indicating considerable consumer-market scale (IBGE, 2025; IBGE, 2026a). Economic activity also expanded by 1.1% quarter-on-quarter during the first quarter of 2026, although household consumption growth remained comparatively modest at 1.0% (IBGE, 2026b). These characteristics provide a potentially large customer base for a value-oriented retailer.
However, Brazil's location advantages are not unambiguously favourable. The tax, regulatory, logistics and currency risks identified previously may raise Costco's operating costs, while Mercosur's Common External Tariff applies product-specific tariffs to imports originating outside the regional bloc (Mercosur, 2026). This creates tension with Costco's international sourcing model: Brazil is attractive because of market access, but not necessarily as a low-cost location from which to reproduce an import-intensive US merchandise structure. Greater Brazilian and Mercosur sourcing would therefore be required to convert market size into a genuine location advantage. Moreover, Brazil's regional diversity suggests that location attractiveness should be evaluated at metropolitan as well as national level, favouring initial concentration in high-density, higher-income urban markets rather than immediate nationwide expansion.
Internalisation Advantages - Internalisation advantages explain why a firm may obtain greater value by controlling strategically important activities internally rather than transferring them to independent organisations through licensing or contractual arrangements (Dunning, 1988; Buckley and Casson, 1976). This dimension is particularly relevant to Costco because its competitive proposition depends on the coordinated interaction of procurement, inventory turnover, membership management, pricing discipline, private-label quality and customer experience. External licensing or conventional franchising could create agency problems, inconsistent service standards and potential leakage of organisational knowledge.
Maintaining internal control would therefore enable Costco to protect its operating routines, coordinate supplier relationships and ensure that low margins, product quality and membership benefits are implemented consistently. Data governance also strengthens this argument because membership registration and purchasing information form part of Costco's customer relationship infrastructure.
However, internalisation should not be equated automatically with 100% ownership. A joint venture could provide local regulatory knowledge, supplier relationships and institutional legitimacy while allowing Costco to retain substantial control over core operating processes. Research on emerging economies demonstrates that institutional conditions can materially influence whether foreign investors favour joint ventures, acquisitions or greenfield investment (Meyer et al., 2009). Therefore, the OLI analysis provides a strong argument against low-control licensing or franchising, but it does not by itself establish that a wholly owned subsidiary is superior to a carefully structured joint venture. This distinction must be resolved through the comparative entry-mode analysis in Section 5.
Critical Evaluation of the OLI Framework - The OLI Paradigm is valuable because it integrates three questions that must be considered simultaneously: whether Costco possesses transferable firm-specific advantages, whether Brazil provides sufficient location benefits and whether internal control creates greater value than external contracting. The analysis suggests strong but conditional ownership advantages, substantial but cost-sensitive location advantages and a persuasive case for internalising Costco's core operating system. On this basis, foreign direct investment in Brazil is strategically plausible, but the framework does not provide an automatic justification for immediate wholly owned entry.
A limitation of OLI is its breadth. Dunning (2000) himself subsequently argued for a more dynamic version of the paradigm capable of accommodating changing forms of multinational activity. In practice, OLI provides limited guidance concerning the timing and sequencing of entry, subnational location selection, institutional adaptation or the speed with which consumer acceptance develops. These limitations are important in an emerging economy because institutional conditions can influence both resource requirements and entry-mode performance (Meyer et al., 2009). Consequently, OLI should be combined with the preceding political, economic, legal and cultural analysis and the subsequent comparison of entry modes. Overall, the framework supports Costco's strategic case for investing in Brazil, but the degree of ownership, pace of commitment and appropriate entry structure remain contingent decisions rather than predetermined outcomes.

[bookmark: _Toc237529722]5. Entry Mode Strategy and Strategic Synthesis
[bookmark: _Toc237529723]5.1 Costco's Historical International Expansion
Costco's internationalisation has been characterised by selective geographic expansion, substantial operational control and long-term commitment rather than reliance on a single-entry mode. The company entered Canada in 1985 and subsequently expanded across Europe, Asia-Pacific and Latin America while largely retaining its core membership-based warehouse model (Costco Wholesale Corporation, 2025a). However, Costco's historical expansion should not be characterised simply as a preference for wholly owned subsidiaries.
In Mexico, Costco operated through a 50:50 joint venture with Controladora Comercial Mexicana before purchasing its partner's remaining 50% interest in 2012 and obtaining full ownership (Costco Wholesale Corporation, 2012). Similarly, Costco Taiwan operated as a joint venture before Costco acquired the outstanding 45% minority interest in 2022 (Costco Wholesale Corporation, 2022). These cases demonstrate that Costco has been willing to share ownership where local partnership provides strategic value, while progressively increasing control once market knowledge and operational experience have been established.
This pattern is consistent with the logic of incremental internationalisation proposed by Johanson and Vahlne (1977), whereby commitment may increase as firms accumulate market knowledge and reduce uncertainty. Therefore, Costco's historical lesson for Brazil is not that wholly owned entry is automatically preferable, but that control, learning and commitment can be sequenced according to host-market conditions. Brazil's institutional complexity consequently makes both immediate full ownership and staged partnership-based entry legitimate alternatives requiring further comparison.
[bookmark: _Toc237529724]5.2 Evaluation of Alternative Entry Modes
The suitability of Costco's alternative entry modes should be assessed against control, resource commitment, local market knowledge, speed of entry, institutional risk and long-term strategic fit. These criteria are particularly important in Brazil because Costco must preserve its distinctive membership and operating model while responding to the regulatory, economic and cultural complexities identified previously.
[image: ]
[bookmark: _Toc237529686]Figure 3 Comparative Evaluation of Entry Modes for Costco's Brazilian Expansion
Source: Own developed from Dunning (1988), Meyer et al. (2009) and Costco Wholesale Corporation (2012; 2022).
A joint venture (JV) with an established Brazilian partner could provide Costco with local regulatory knowledge, supplier relationships, property-development expertise and greater understanding of consumer behaviour while sharing initial investment risk. Meyer et al. (2009) demonstrate that institutional conditions in emerging economies can materially affect entry-mode choice and increase the strategic value of local partners. This option is also consistent with Costco's historical experience: Mexico and Taiwan operated through joint ventures before Costco subsequently increased its ownership. However, shared control creates potential conflicts over pricing, sourcing, investment priorities and operating standards. Such disagreements could weaken the consistency required by Costco's low-margin membership model.
A wholly owned greenfield subsidiary would provide maximum strategic and operational control. Costco could design warehouses specifically around its operating requirements, control procurement and membership systems, protect organisational knowledge and establish its corporate culture without integrating an existing retailer. This strongly complements the internalisation advantages identified through the OLI analysis. However, greenfield entry involves the highest initial resource commitment, slower establishment and greater exposure to Brazil's regulatory, property-development, currency and financing risks. Costco would also need to develop local institutional knowledge and supplier networks independently.
An acquisition could accelerate entry by providing existing sites, employees, distribution infrastructure and supplier relationships. Nevertheless, its strategic fit is weaker because conventional Brazilian retailers may possess store formats, systems and organisational cultures that differ substantially from Costco's warehouse-club model. Post-acquisition restructuring could therefore erode the speed advantage while creating integration costs and regulatory scrutiny. Meyer et al. (2009) similarly emphasise that the relative suitability of acquisitions depends on both institutional conditions and the resources embedded within potential targets.
A strategic alliance would involve lower capital exposure and could support specific activities such as logistics, property development or regional sourcing. However, it would offer insufficient control to serve as Costco's principal entry mechanism because core activities such as membership management, pricing and merchandising require close organisational coordination. Alliances may therefore be more appropriate as supporting arrangements alongside direct investment.
Overall, joint venture and wholly owned greenfield entry emerge as the strongest alternatives. A JV provides superior local knowledge and risk sharing, whereas wholly owned entry provides stronger control and protection of Costco's operating model. The preferred option therefore depends on whether the benefits of local partnership outweigh the strategic costs of shared control, which is evaluated in the following recommendation.
[bookmark: _Toc237529725]5.3 Recommended Entry Strategy
Based on the preceding analysis, a Costco-controlled joint venture with a staged pathway towards full ownership represents the most appropriate initial entry strategy for Brazil. This approach provides a stronger balance between control and local responsiveness than either immediate wholly owned greenfield investment or a conventional equal-control partnership. A Brazilian partner could contribute regulatory knowledge, property-development expertise, supplier relationships and local market understanding, thereby reducing the institutional and operational uncertainty identified in the macro-environmental analysis.
Importantly, shared ownership does not require Costco to surrender control over its core competitive capabilities. Costco's historical experience in Mexico demonstrates that a 50:50 joint venture could still be operated by Costco before the company subsequently acquired its partner's remaining interest (Costco Wholesale Corporation, 2012). Taiwan similarly progressed from joint ownership to full Costco ownership in 2022 (Costco Wholesale Corporation, 2022). These precedents suggest that staged ownership can support market learning while preserving the option to increase commitment as uncertainty declines.
Under the proposed structure, Costco should retain managerial authority over its membership system, brand, pricing philosophy, merchandising standards, customer data and core operating processes, while the local partner primarily supports regulatory navigation, property development, logistics and supplier localisation. This arrangement is consistent with the OLI analysis because Costco would continue to internalise its strategically important capabilities while benefiting from complementary local resources.
The principal disadvantage is the potential for conflict between partners over sourcing, investment priorities and expansion speed. This risk should therefore be controlled through clearly defined governance rights, performance measures and a contractual mechanism allowing Costco to increase its ownership once the Brazilian model has demonstrated commercial viability. Overall, a staged, Costco-controlled joint venture offers the strongest balance of control, learning, risk sharing and long-term strategic flexibility.
[bookmark: _Toc237529726]5.4 Risks and Mitigation Strategies
Costco's Brazilian entry would involve interrelated political, financial, operational and cultural risks. Regulatory change and the transition to Brazil's reformed tax system could increase compliance costs; therefore, the proposed joint venture should incorporate strong local legal expertise and continuous regulatory monitoring. Financially, inflation, high interest rates and Real depreciation could increase warehouse investment and imported inventory costs. These exposures should be mitigated through phased capital commitment, currency hedging and increased Brazilian and Mercosur sourcing.
Operationally, infrastructure constraints and supplier-network development may disrupt Costco's low-cost distribution model. Initial expansion should therefore be geographically concentrated and supported by locally established logistics and supplier relationships. Cultural risk arises principally from uncertainty surrounding consumer acceptance of the paid-membership warehouse concept. Pilot warehouses, introductory membership offers and market-specific communication should be used to test willingness to join before wider expansion. These measures would reduce exposure while preserving Costco's option to increase ownership as market knowledge and commercial viability improve.

[bookmark: _Toc237529727]6. Conclusion
This report evaluated the strategic feasibility of Costco Wholesale Corporation's entry into Brazil by integrating international strategy, macro-environmental analysis, Dunning's Eclectic (OLI) Paradigm and entry-mode evaluation. Bartlett and Ghoshal's framework indicate that Costco operates through a predominantly global strategy with selective transnational adaptation, enabling it to preserve the core economics of its membership-based warehouse model while responding to market-specific requirements. However, the Brazilian analysis demonstrates that these advantages cannot simply be transferred without adaptation.
Brazil represents a strategically attractive but execution-intensive market. Its large consumer base, significant household consumption and long-term retail potential strengthen the commercial case for entry, while regulatory complexity, tax transition, high financing costs, exchange-rate exposure and cultural unfamiliarity with the warehouse-club model increase implementation risk. The OLI analysis further indicates that Costco possesses strong but conditional ownership advantages, while Brazil offers substantial market-seeking location advantages. Internalisation remains important for protecting Costco's membership system, pricing philosophy, procurement capabilities and operating standards, but this does not necessarily require immediate 100% ownership.
Accordingly, the recommended strategy is a Costco-controlled joint venture with a staged pathway towards full ownership. This approach would allow Costco to retain managerial control over its core competitive capabilities while benefiting from a Brazilian partner's regulatory knowledge, property-development expertise, supplier relationships and local market understanding. Initial expansion should be geographically concentrated, supported by increased Brazilian and Mercosur sourcing, and accompanied by pilot testing of consumer willingness to adopt the paid-membership model. If commercial performance and institutional learning reduce uncertainty, Costco could subsequently increase its ownership commitment.
Overall, Brazil provides a viable long-term growth opportunity for Costco, but success will depend less on market size alone than on the company's ability to combine global operational discipline with local learning, phased investment and selective adaptation.

[bookmark: _Toc237529728]7. Reflective Account Using Gibbs' Reflective Cycle
Gibbs' (1988) Reflective Cycle was used to evaluate the research, analytical and learning process followed while examining Costco Wholesale Corporation's potential expansion into Brazil.
[image: Gibbs reflective cycle diagram]
[bookmark: _Toc237529687]Figure 4 Gibbs' (1988)
Description - The research process began with an examination of international business theories relating to multinational strategy, foreign direct investment and foreign-market entry. Bartlett and Ghoshal's international strategy framework and Dunning's Eclectic (OLI) Paradigm were selected as the principal analytical frameworks because they provided complementary perspectives on global strategy, host-market attractiveness and international investment decisions.
Academic literature was combined with Costco's corporate publications and information from authoritative organisations including the World Bank, IMF, OECD, IBGE and Brazilian government agencies. Particular attention was given to political and regulatory conditions, economic performance, taxation, cultural differences, sourcing requirements and Costco's previous international expansion. Research into Costco's operations in Mexico and Taiwan became especially significant because it provided practical evidence concerning the company's historical use of joint ventures and progressive increases in ownership.
Feelings - At the beginning of the research process, Costco's substantial financial resources, established international presence and successful membership model created an initial expectation that expansion into Brazil would be relatively straightforward. Brazil's large population and consumer market also appeared to provide a strong commercial justification for entry. Consequently, an early view was that a wholly owned subsidiary would probably provide the strongest strategic fit because Costco places considerable importance on operational control.
As the research progressed, this judgement became less certain. Brazil's market potential remained significant, but regulatory complexity, tax transition, high interest rates, exchange-rate exposure and cultural differences demonstrated that market size alone could not determine attractiveness. Further uncertainty emerged when Costco's historical expansion was examined more closely. Evidence from Mexico and Taiwan demonstrated that joint ventures had previously formed part of Costco's internationalisation process before ownership was later increased. This challenged the original assumption that full ownership should automatically be preferred.
Evaluation - Several aspects of the research process proved effective. The use of primary company disclosures and information from governmental and international institutions improved the reliability and currency of the evidence. Academic research was particularly valuable when interpreting this information and evaluating the strategic implications rather than relying solely on descriptive country data.
The combination of theoretical frameworks was also beneficial. Bartlett and Ghoshal's framework helped clarify the tension between Costco's standardised global operating model and the requirement for responsiveness to Brazilian conditions. The OLI Paradigm then provided a structured basis for assessing whether Costco's capabilities, Brazil's location characteristics and the benefits of internal control collectively supported foreign investment.
However, weaknesses also became apparent. Some early research relied too heavily on broad country-level information and general textbooks, creating a risk of descriptive rather than critical analysis. In addition, some economic information initially identified consisted of forecasts that had subsequently been replaced by actual economic results. Greater attention therefore had to be given to publication dates, source credibility and the distinction between projected and confirmed information.
Analysis - The most significant learning arose from recognising that international market-entry decisions cannot be explained effectively through a single theoretical perspective. Bartlett and Ghoshal's model initially suggested that Costco could be classified predominantly as a global organisation because its membership model, warehouse format, pricing philosophy and operating processes are highly standardised. Closer analysis, however, demonstrated that local sourcing, product selection, workforce management and customer communication require varying degrees of adaptation. Costco was therefore more appropriately interpreted as following a predominantly global strategy with selective transnational characteristics.
The OLI analysis also changed the interpretation of Costco's competitive strengths. Its membership model, global purchasing power, operational efficiency and brand constitute important ownership advantages. However, these capabilities are not equally valuable in every market. The membership model, for example, can generate substantial recurring income, but its effectiveness in Brazil depends on whether consumers perceive sufficient value to justify paying an annual membership fee. This demonstrated that a firm-specific capability should be evaluated according to its transferability rather than automatically classified as an advantage.
The internalisation dimension produced the most important change in strategic judgement. Initially, internalisation was interpreted as supporting full ownership because Costco benefits from controlling procurement, pricing, customer experience and membership management. Further examination demonstrated that internalisation does not necessarily require complete equity ownership. A joint venture can still allow important activities to remain controlled by Costco while providing access to complementary local capabilities.
Costco's historical experience reinforced this conclusion. Its operations in Mexico and Taiwan showed that joint ownership could support initial market development before Costco subsequently increased its ownership commitment. This evidence changed the preferred approach from immediate wholly owned entry towards a Costco-controlled joint venture with a staged pathway to greater ownership. The process demonstrated the importance of allowing evidence to challenge initial assumptions rather than selecting information merely to support an existing judgement.
Conclusion - The research process developed a stronger understanding of the interaction between organisational capabilities and host-country conditions in international expansion. One of the most important lessons was that a large consumer market does not automatically represent an attractive investment opportunity. Institutional complexity, operating costs, cultural differences and the transferability of competitive advantages must also be considered.
The process also demonstrated the importance of challenging initial strategic assumptions. The early preference for wholly owned entry became less convincing after Costco's historical expansion and Brazil's institutional environment were examined in greater depth. As a result, greater appreciation was developed for the role of competing evidence, theoretical limitations and strategic trade-offs in international business decision-making.
Action Plan - Future international business research will begin with a clearer hierarchy of evidence. Primary company disclosures, government statistics and publications from recognised international institutions will be prioritised for factual and contemporary claims, while peer-reviewed academic literature will be used to interpret, challenge and contextualise those findings.
Greater emphasis will also be placed on comparing alternative explanations before forming strategic conclusions. Rather than using theoretical frameworks mainly to support an initial judgement, future analysis will consider circumstances in which the preferred strategy may be inappropriate or unsuccessful. Quantitative evidence will also be integrated more consistently with qualitative analysis to improve the strength of strategic recommendations.
Finally, greater attention will be given to relationships between theoretical frameworks. Models such as OLI, Bartlett and Ghoshal and incremental internationalisation theory will be applied as complementary perspectives rather than isolated explanations. This approach should support more balanced, critical and evidence-based evaluation of complex international business decisions.
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