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Abstract 

Costco Wholesale Corporation (Costco), an American based retail store, is one of the most well-

known international warehouse stores to date. With more than 400 warehouse locations in the 

United States alone the company successfully operates their business globally in this competitive 

environment, with more than 170 international stores located in countries such as Mexico, 

Taiwan, Australia, Japan, and Canada (Costco Annual Report 2012). According to an article out 

of Forbes Magazine, in the second quarter of the 2013 fiscal year, a majority of new Costco 

membership signups came from Australia and Asia. Another interesting fact that came from this 

article, out of Forbs Magazine, was that historically Costco has seen 20,000 to 60,000 

membership signups on the opening day of Asian stores (Team, 2013). With that being said it is 

logical to say Costco’s next big Asian store opening could very well be in Hong Kong. 

According to Hong Kong Government statistics, “there are 1,328 subsidiaries of U.S. parent 

companies in Hong Kong, making the United States the largest source of subsidiaries in Hong 

Kong [today]” (Export.gov, 2013). Hong Kong, a major trading and financial center in the world, 

is a special region of People’s Republic of China. Since 1997, it has become a Special 

Administrative Region with a combination of both Chinese and Western cultures. The purpose of 

this paper is to illustrate some environmental factors as well as some cultural and trading 

conditions that Costco should consider before they decide to expand to Hong Kong. This paper 

will also, provide a deeper understanding of Costco’s operation strategy and conclude whether or 

not expanding business to Hong Kong is a suitable choice for Costco. 

Key Terms:  Price Strategy, Operation Strategy, Expansion, International Business,  

          Global Operations, Global Enterprise, Hong Kong, Costco, Cultural  

          Analysis, Global Competitive Landscape, Just-in-time Inventory 
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What is the Costco Wholesale Corporation? 

Costco Wholesale Corporation (Costco), one of the most well-known American retail 

stores as well as one of the largest wholesalers, was founded by two vendors in 1983, James 

Sinegal and Jeffrey H. Brotman. Based on many years of business building, Costco is now 

differentiating itself successfully by its unique business strategy related to production, marketing, 

store operation, team management, and customer service. At Costco, some of the central 

operation principles are taking care of its customers, employees, suppliers, shareholders, and 

business partners. According to Fortune, one of the most authoritative magazines in the business 

world, Costco ranked 24 among the American's largest 500 corporations in 2012 (Fortune 500, 

2012). Until 2013, Costco has more than 400 warehouse locations in the United States. The 

company successfully operates their business globally in this competitive environment, with 

more than 170 international stores located in countries such as Mexico, Taiwan, Australia, Japan, 

and Canada (Costco Annual Report 2012). 

 Costco’s wholesale operation includes six major categories: sundries (including candy, 

snack food, institutional suppliers and etc.), hardlines (including electronics, sporting goods, 

beauty aids and etc.), softlines (including jewelry, furniture, apparel and etc.), fresh food 

(including meat, bakery and etc.), food (including dry and packaged food), and ancillary and 

other (including gas station, hearing aid, travel and etc.). This large variety of services and 

products has lead Costco to be classified under the following three NAICS (North American 

Industry Classification System) classifications: 812922 (One-Hour Photofinishing), 44719 

(Other Gasoline Stations) and 45299 (All Other General Merchandise Stores)**. The company 

always seeks the best from its suppliers, and tries to give the best back to its customers. At 

Costco, products sold to customers or business vendors are promised by the company to be the 
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highest standard with the lowest price. Costco is famous for its high quality products and trusted 

reputation among customers. Over the years, the company keeps adding more valuable services 

for customer and business vendors at a reduced price, while at the same time, improving the 

membership care. “The company never advertises, charges its 64 million members to shop there 

and doesn’t mark up any product more than 15 percent…it is a business model that works, 

generating $93 billion in annual sales (CNBC, 2012).”  

How Does Costco Operate? 

Price Strategy 

 Compared with other wholesale competitors, Costco is well known for its low price 

margin and high quality brands. “Costco caps its profit margin on most products at 14 or 15 

percent, but generally [Costco strives to] limit its price markups on products to 8 - 10 percent” 

(John, 2013). Costco has its unique way to keep price lower and still retain a higher customer 

loyalty upon its day-to-day operation. To occupy the price leadership among competitors, Costco 

encourages big package and just-in-time inventory management approach. For every products 

selling in its warehouses, Costco is inspired to use big packages because this provides the highest 

value with the lowest cost for the company as well as its customers. In order to prevent being 

overstocked, they try to reduce the expense by minimizing the cost of inventory and enhancing 

the selling volume. In addition, Costco does not spend a lot of money on advertising; by contrast, 

they are focusing more on the reputation among customers or the word of mouth effect. Indeed, 

this is the most effective adverting with cheapest cost. Virtually, Costco is doing their best to 

retain and attract more customers. This unique price philosophy enables Costco to keep 

customers coming by maintaining the ability to offer lower priced goods or services.  
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Product Strategy 

 Over the years of business building, Costco has gradually expanded its product categories 

and services. Nowadays, it sells many products such as foods, clothes, books, home electronics, 

furniture, and jewelry. Many Costco stores also offer services such as hearing aid testing and 

fitting, gas stations, and photo processing. In addition, Costco guaranties that all the products 

sold by Costco accept refunds at any time, except certain electronic products, which could only 

be refunded prior to 90 days. This good return and warranty policy plays an essential role in 

enhancing customer loyalty for Costco.  

Besides selling products for outside business vendors, Costco also has its own in-store 

brand, Kirkland Signature. “Costco introduced Kirkland Signature as its house brand in 

1995…the idea was to identify categories in which a private label product could provide brand 

name quality at discounted prices” (John, 2013). Overall, Kirkland Signature has a good 

reputation and rank among Costco fans. However, sometime, the products of Kirkland Signature 

will rely on co-branding, which aims to enhance the sense of familiarity and trust of customers 

when purchasing goods. Moreover, to keep a high selling volume, Costco has a product program 

named “treasure-hunt merchandise”, which means “among those 4000 merchandise that Costco 

keeps in its location, it has distinctive segment which they called "treasure-hunt merchandise" 

where they keep 1000 products which keeps changing quickly” (John, 2013). This program helps 

Costco accelerate products cycle time by offering great deals on these 1000 items. 

Membership Strategy 

   Since Costco focuses on selling goods with high volume and low price, and those 

products are usually bulk-packaged, businesses and large families are the major target segment 
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of Costco. Unlike other wholesale competitors, people have to pay for the membership in order 

to shop at Costco. As of 2013, there are more than 50 million people who have joined the Costco 

membership program (Costco, Inc., 2013). Currently, the company offers three different types of 

membership based on the personal needs of the customers: $110 for an executive membership, 

$55 for a business membership, and $55 for a gold star membership. Along with the basic 

benefits of membership at Costco, executive member also receive extra benefits such as car 

insurance, home loans, check printing service, and an annual 2 percent reward refund (Costco, 

Inc., 2013). Every year, these membership fees not only enhance customer loyalty and brand 

awareness of Costco, but also generate a larger amount of revenue for the company to improve 

its overall business operation. According to a research, “when asked in which of 42 retail chains 

they had made a purchase during the past 90 days, affluent consumers most frequently named 

Home Depot (71 percent), Costco (68 percent) and Target (63 percent), although responses 

varied between men and women and among different levels of wealth” (Retail Surveys, 2012). 

Costco has successfully emerged as the customer’s favorite wholesale store in the United States.  

E-commerce Strategy 

 In addition to selling products in traditional wholesale stores, Costco is also investing in 

its own e-commerce website to keep customers involved and interested. Right now, only the 

Costco in the United States and Canada have online shopping, but it will be available soon in 

other international areas. Most online shoppers of Costco are its original members. For online 

product categories, “the company stated that about 80 percent-90 percent of its products offered 

online do not overlap with the store inventory” (Forbes, 2013). This unique idea gives customers 

more options on goods. This strategy also provides Costco with the ability to not have to worry 

about the revenue generated by its online sales affecting its warehouses sales. Shipping is 
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included in every purchase, but Costco provides all their online customers a choice to either 

schedule an in store pick up at any warehouse location, or have their purchased goods delivered 

directly to their home or business. Although Costco has always done a good job in the wholesale 

industry, it is still in a heated competition with other retailers, such as Wal-Mart, Target, and 

Amazon. “Currently, Costco.com ranks 17th among online retailers. Amazon ranks first and 

Wal-Mart fourth — and both are growing faster than Costco” (Allison, 2013). In order to better 

compete with its business rivals and seize the e-commerce opportunity; Costco has plans to 

launch a new mobile app for iPhone and Android devices. E-commerce is the future of business 

and makes purchasing increase, convenient, and consistent for consumers. Retailers such as Wal-

Mart and Amazons are doing online business quicker and earlier, and it time for Costco to catch 

up with the trend. 

Management Strategy 

 Despite running a successful retail model over its competitors, Costco also has a creative 

and effective streamlined management theory. Every Costco warehouse manager is given the 

right to decide how to display products inside the warehouse. The managers are encouraged to 

display items based on the local culture and current client habits. This approach gives managers a 

more flexible principle, and makes Costco more competitive in a local market. In addition, since 

Costco’s low price advantage is rely on the just-in-time inventory management, it is very crucial 

for Costco to have a good shipping and handling process. They have to be able to ship products 

to different Costco locations within 24 hours if needed. This tight workflow in particular needs 

an efficient and flexible working environment. As described by Wiebe, “from an executive 

perspective, Jim Sinegal likes to visit each warehouse as often as possible, he also likes to 

answer his own phone and wears a name tag…he visits the warehouse to keep them on their toes 
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(and to gather critical feedback on what is working and what is not)” (2012). Perhaps one of the 

most essential factors for Costco’s success is how Costco treats its employees. Costco’s quick 

inventory turnover and efficient warehouse management could not be achieved without a group 

of well-trained employees and the enthusiasm they have for their work. The company has a good 

promotion policy, and each employee has the opportunity to meet with warehouse managers 

every day to talk about new ideas they may have on how to improve store operation and 

customer service. Costco cares about their employees in the same way that that they care for 

their customers or business vendors. Overall, all these good management implementations 

contributes to how Costco has become an effective retail leader.  

 Overall, Costco’s business model and operation strategy are creative and effective. It 

provides products and prices that consumers from all over the world are enjoying. This enables 

the company to attract more customers and generate a higher volume of profits. Costco operates 

its business with a central commitment “to continually provide its members the best quality 

products at the lowest possible price” (Costco Annual Report, 2012). Costco believes that 

customer satisfaction is one of the most important factors for their success. Therefore, they give 

back to their customers by providing them with highest quality products at the lowest possible 

price.  

Future Expansion 

The Costco Company successfully operates globally in a very competitive environment. 

As of December 2012, Costco has operated “622 warehouses in 41 states and Puerto Rico (448 

locations), nine Canadian provinces (85 locations), Mexico (32 locations), the United Kingdom 

(23 locations), Japan (13 locations), Korea (nine locations), Taiwan (nine locations, through a 55 
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percent-owned subsidiary) and Australia (three locations)” (Costco Annual Report, 2012). With 

these expansions, “Costco’s international business (15 percent) has grown substantially faster 

than its U.S. business (5 percent)…and it has seen 20,000 – 60,000 membership signups on the 

opening day of Asian stores” (Forbes, 2013). Costco’s international business has grown 

significantly in recent years. It is obvious that the company has a better performance in global 

market due to its unique shopping model and various cost-saving products. Therefore, given this 

growth potential, it would be beneficial for Cost to expand its business more aggressively in 

international markets, and look into the possibilities of expanding into the Asian market in 

particular.  

 Hong Kong, a major trading and financial center in the world, is a special region of 

People’s Republic of China. Since 1997, it has been considered a Special Administrative Region 

with a combination of both Chinese and Western cultures. Hong Kong has “approximately 7.5 

million people living in an area of less than 404 square miles” (Export.gov, 2013). Different 

from Mainland China, Hong Kong enjoys its own law, currency, and culture. In recent decades, 

Hong Kong has been an attractive choice for many foreign investors who are taking their first 

step into the Chinese market. According to Hong Kong Government statistics, “there are 1,328 

subsidiaries of U.S. parent companies in Hong Kong, making the United States the largest source 

of subsidiaries in Hong Kong” (Export.gov, 2013). This is a special area with a fast growing rate 

and variety of opportunities for foreign investors to expand their global businesses. Thus, Hong 

Kong is definitely one of the possible locations for Costco to consider for its next expansion. 

However, before Costco decides to expand into the Hong Kong market there are some major 

political, legal, finical, environmental and cultural factors for Costco to take into consideration. 
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Political Factors 

 Before the Chinese government resumed the sovereignty of Hong Kong the British ruled 

them for over 150 years as a British colony. Hong Kong became a Special Administrative 

Region of the People’s Republic of China, which is called HKSAR in short, since July 1, 1997. 

China is responsible for defending Hong Kong, and Hong Kong does not establish foreign 

relations with other countries independently because it is considered as part of China (U.S. 

Department of State, Bureau of East Asian and Pacific Affairs, 2012). However, Hong Kong is 

independent on commercial and economic perspectives, and Hong Kong is ruled under the 

principle of “One Country, Two Systems”. The idea of having two systems in one country means 

that Hong Kong can generally keep most of the laws established under the British administration, 

while some of the laws have to follow the Chinese system when there is a conflict between two. 

According to this the Chinese government has announced Basic Law, the constitutional 

document that is considered to be the highest authority in Hong Kong. The Basic Law, with its 

own legislative system, guides the political framework of Hong Kong and the Chief Executive is 

the head of the Hong Kong government, with over ninety political parties which none of them 

are dominating in the legislative council of Hong Kong. The political structure of Hong Kong 

can be categorized into three branches, including the executive branch, legislative branch, and 

judicial branch, which are independent from each other (Committee on the Promotion of Civic 

Education, 2000).   

In addition, the Hong Kong Government introduced the Political Appointments System 

(also called Principal Official Accountability System; POAS), inserting two layers of politically 

appointed officials who are responsible to report directly to the Chief Executive (Hong Kong 

Government, 2007). The new system consists of 24 newly created position, including 11 
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undersecretaries and 13 political assistants for different bureaus. They are not considered as 

civil-service positions, which are employed with renewable contract base. The system aims to 

recruit and to train sufficient political talents, and provide a path for people who are interested in 

politics to contribute to the society. These appointees are responsible to work with bureau 

secretaries and top government executives to carry out the Chief Executive’s policy blueprint 

(Hong Kong Government, 2007), in order to reduce the situation of dual positions held by the 

same officials, which might create political conflicts.  

The World Bank Institute has released a report summarizing the governance indicators in 

six areas about Hong Kong, including i) voice and accountability, ii) political stability and 

absence of violence, iii) government effectiveness, iv) regulatory quality, v) rule of law, and vi) 

control of corruption (World Bank Institute, 2012). Hong Kong has scored moderate in voice and 

accountability and very high in all other areas. The World Bank Institute report indicates that 

Hong Kong is accountable for most of the issues, while it is a place with minimal violence and is 

rather politically stable. The government of Hong Kong is effective, as the regulatory quality, 

rule of law, and the control of corruption have been exercised respectively. These factors provide 

a favorable environment for investors, such as Costco, when considering expanding business into 

the Chinese market. The Hong Kong province enjoys competitive advantage compared to other 

countries or cities since it is politically neutral, which foreign investors such as Costco would 

consider low risks.  

Legal Factors  

 According to the Hong Kong Country Profile provided by the City University of Hong 

Kong, it indicates that Hong Kong’s legal environment ensures a strong foundation for the 

competitive free market economy (2013). The legal system enforces the validity of contracts, and 
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ensures that disputes can be resolved effectively (City University of Hong Kong, 2013). Starting 

up a business in Hong Kong is easy, with minimal legal procedures of business registration. This 

would be yet another favorable aspect for Costco to take note of when considering an expansion 

into the Hong Kong province.  

Economic Factors 

The Hong Kong Trade Development Council (HKTDC) summarizes that Hong Kong 

ranks as the second largest source of foreign direct investment in Asia, and the second largest 

recipient of foreign direct investment in Asia, where the first is mainland China (2013). Hong 

Kong is also reported to have the world’s freest economy, which is also the most competitive 

economy. Since the services sectors contribute to over 90% of Gross Domestic Product (GDP) of 

Hong Kong, making the city one of the most services-oriented economies in the world (HKTDC, 

2013). It can be assumed that Hong Kong has a relatively stable economy since it ranks second 

highest in the worlds per capita holding of foreign exchange reserves. Another positive aspect for 

Costco to take into consideration, as economic stability plays a big role in a company’s success 

or failure. 

Monetary Factors  

 There are three commercial banks being authorized to issue banknotes for general 

circulation in Hong Kong, which include The Hong Kong and Shanghai Banking Corporation 

Limited (HSBC); the Standard Chartered Bank (Hong Kong) Limited; and the Bank of China 

(Hong Kong) Limited. Since Hong Kong has adopted a Currency Board Arrangement with a 

lined exchange rate between Hong Kong dollar and U.S. dollar at US$1 = HK$7.80 (Chiu, 2001), 

any of the three note-issuing banks in Hong Kong must have the exchange in US dollars on 
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deposit in order to issue the equivalent amount of the Hong Kong dollar. As a result, the entire 

monetary base of Hong Kong is backed with US dollars at the linked exchange rate. There is a 

possible future for the Hong Kong dollar to turn to link with the Chinese Yuan, since the Yuan is 

becoming a strong currency and at the same time Hong Kong has increasing trades with China. 

However, no actual plan of breaking the link between the Hong Kong dollar and the US dollar 

has been implemented, which means the Hong Kong dollar will not link with the Chinese Yuan 

in the near future.  

Financial Factors  

Figure 1 below, shows some financial ratios of Costco Wholesale Corporation. The gross 

margin is expressed in the percentage of gross profit out of the total revenue. Costco has a rather 

stable gross margin indicating that it continues to make a profit around 12.5% from sales. The 

slightly decrease in gross margin in the years of 2011 and 2012 may due to increasing 

competition, or rising inventory costs, etc. On the other hand, the operating margin refers to the 

percentage of operating income out of the total revenue. Again, Costco shows a trend of stable 

operating margin, explaining that the changes in operating expenses and sales are proportional to 

each other, showing a good health of the company.  

 Return on assets (ROA) and return on equity (ROE) are good instruments to measure 

how well the management of the company creates profits by employing the total assets, and how 

much the shareholders earn. The higher the ratios the better the company’s performance. Costco 

is performing well in the past few years, with increasing numbers on both ratios. The growths of 

the returns give a picture to the investors that the management of the company is on the right 

track to generate profits. Although the amount of debt is not shown in the above table, Costco 

does not seem to have increased its debt that reduces its equity base, resulting in an increase in 
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ROE, when the financial leverage is taken into consideration.  

 In 2012, Costco has a receivables turnover rate of 99.59, which means that the receivable 

amount was fully paid out and replaced by an amount of receivables at 99.59 times in the year. 

This number can be converted into the average receivable collection period by diving 365 days 

by the receivables turnover of 99.59 times, we get 365/99.59 = 3.66 days, telling that the 

company does extremely well in collecting money from its debtors, i.e., within an average of 

3.66 days. The inventory turnover of 2012 is 12.64, which can be converted into 365/12.64 = 

26.02 days, indicating that the inventory of Costco was used up and replaced on an average of 

26.02 days. We will need to compare this number with the industry average to see if Costco is 

performing better than its competitors. Nevertheless, Costco is doing better throughout the years 

when comparing with itself, as it has an increasing trend of inventory turnover, meaning that 

Costco is replacing its inventory in a shorter period of time over the years.   

Since 1989, Hong Kong has established an agreement on double taxation relief with the 

United States of America, and the agreement is still effective nowadays (Inland Revenue 

Department, 2012), in order to avoid the overlapping of two or more tax jurisdictions, such as the 

same item of income or profit is being taxed more than once. To be specific, “Hong Kong adopts 

the territoriality basis of taxation, whereby only income / profit sourced in Hong Kong is subject 

to tax” (Inland Revenue Department, 2012). The Inland Revenue Department of the Government 

of HKSAR also explains that for countries “which tax their residents on a worldwide basis also 

provide their residents operating businesses in Hong Kong with unilateral tax credit relief for any 

Hong Kong tax paid on income / profit derived from Hong Kong. Hong Kong allows a deduction 

for foreign tax paid on turnover basis in respect of an income which is also subject to tax in 

Hong Kong. Businesses operating in Hong Kong therefore do not generally have problems with 
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double taxation of income” (2012). In general, the taxation system in Hong Kong is rather simple 

with low tax rates of maximum 16.5% on corporate tax, encouraging foreign businesses to enter 

the place. Direct taxes such as taxes on capital gains, dividends, estate duty, inheritance, payroll, 

VAT, and tax on profits derived from outside Hong Kong are not imposed (CUHK, 2013). With 

no minimum capital requirements and simple business startup process, Hong Kong has 

successfully attracted numerous foreign businesses.  

 



COSTCO WHOLESALE CORPORATION: POSSIBLE EXPANSION TO HONG KONG 17 

 

Figure 1: Financial Ratios of Costco Wholesale Corporation. Adapted from Morningstar, Inc., 2013, Retrieved from: 
http://financials.morningstar.com/ratios/r.html?t=COST&region=USA&culture=en-us. Copyright[2013] by Morningstar, Inc. 

  

Trade environment Factors  

 

Figure 2: Merchandise and Service Trade Performance of Hong Kong. Adapted from Economic and Trade Information of 
Hong Kong, by W. Ma, 2013, Retrieved from http://hong-kong-econom-research.hktdc.com /business-news/article/Market-
Environment/Economicand-Trade-Information-on-Hong-Kong/etihk/en /1/1X4618GW/1X09OVUL.htm. Copyright[2013]  
by the Hong Kong Trade Development Council. 
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Hong Kong provides one of the world’s most competitive trade environments, which no 

tariff rate and minimal trade barriers. Also, its financial sector is well capitalized, ensuring its 

competitiveness with the global markets. The Heritage Foundation has described that Hong 

Kong attracts foreign investment for many years with a robust and transparent investment 

framework (2013). From the above table, it shows an increasing trend of merchandise import to 

Hong Kong, which makes it favorable for Costco to enter the market. However, the mild US 

economic recovery and the Euro debt crisis create uncertainty of the global trade environment.  

Environmental Factors 

 Hong Kong is known to be one of the most densely populated places in the world. 

According to the Information Service Department Honk Kong, the land population density in 

mid-2010 stood at 6,540 persons per square kilometer and growing. At mid-2010, the population 

of Hong Kong was 7.07 million, including 6.86 million Usual Residents and 0.21 million Mobile 

Residents. Due to the dense population in Hong Kong the majority of its population chooses not 

to own a personal vehicle and relies mainly on public transportation or travels by foot. With that 

being said the culture in Hong Kong has developed were people don't travel to supermarket once 

a week and shopping for the whole week at one time, like the western culture. The culture in 

Hong Kong has developed into shopping for fresh food at their local market every day. This may 

pose as a major potential threat to the success of Costco in Hong Kong, maybe even a deciding 

factor of weather the Hong Kong market is the right fist for Costco to expand to. 

Due to the fact that this region of the world is so heavily populated, real estate is at a 

prime. A single square foot in Hong Kong real estate will cost you well over $1,300, on average 

(Kuang, 2013). Typically a family of four will live in a flat that is less than 50 square meters or 



COSTCO WHOLESALE CORPORATION: POSSIBLE EXPANSION TO HONG KONG 19 

539 square feet. This does not leave a lot of room for storage or major appliances like 

refrigerators and dishwashers, which western society is used to having. 

 This information is going to play a key role in Costco’s conclusion on weather of not 

expanding to Hong Kong is a good move or commercial suicide. Costco selling strategy as 

mentioned before is to buy and sell in bulk. This allows Costco to maintain high quality products 

at the lowest possible cost. However with the majority of Hong Kong relying on public 

transportation it would be very difficult for consumers to get their goods from the store to their 

homes. Also because space is so limited in the home storing items bought in bulk could be 

considered a major inconvenience or simply impossible.  

Our Conclusion 

After carefully reviewing all of the factors that could play a role in the success or failure 

of the Costco Wholesale Corporation entering in to the Asian market, by means of establishing a 

presence in Hong Kong, we have concluded that Costco expanding to Hong Kong has a high 

potential of being unsuccessful. As discussed previously Costco does have the financial stability 

needed to make the transition as well as the grace of a stable and welcoming economy in Hong 

Kong however the business model of selling products in bulk, even though this is to maintain 

high quality products at inexpensive prices, and the idea of purchasing a membership to shop 

does not synergize well with the current culture and life style of the Hong Kong Population.  

As mention previously the majority of the population in Hong Kong does not own a 

vehicle, which would make purchasing large items such as a 24 pack of bath tissue or 24 pack of 

soft drink very unrealistic. However one could suggest adopting a delivery service for those who 

require assistance in transporting the goods they have purchased. Nonetheless, that leads to a 
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secondary major issue; where would they store the products once the shipment is delivered? The 

population in Hong Kong would appreciate the high quality low priced American goods that 

would be sold at a Costco in Hong Kong however they would be discouraged by the quantity in 

which they would have to be purchased at one time in order to enjoy the less expensive goods. 

Also Hong Kong is not short on retailors or market places that being said not only would they be 

inconvenienced by the need to have some form of personal transpiration and burdened with the 

need of some kind of mass storage but they would also be required to purchase a membership 

before they could even step in the door to decide if all the inconvenience was worth it. 

We cannot say that it is impossible for Costco to expand to Hong Kong and be successful 

but what we can say is this; Costco would have to make many adjustments to their current 

business model so that they could better appeal to the market life style and consumer needs that 

is so clearly exhibited in the province of Hong Kong. 

 

 

 

 

 

 

 

 

 



COSTCO WHOLESALE CORPORATION: POSSIBLE EXPANSION TO HONG KONG 21 

References 

Chiu, P. (2001). Hong Kong’s experience in operating the Currency Board System. Hong Kong 

Monetary Authority. Retrieved from 

http://www.imf.org/external/pubs/ft/seminar/2001/err/eng/chiu.pdf 

City University of Hong Kong. (2013). Business information for Hong Kong, Shanghai and 

Taiwan. Run Run Shaw Library. Retrieved from 

http://libguides.library.cityu.edu.hk/content.php?pid=278195&sid=2294713 

Committee on the Promotion of Civic Education. (2000). Political system. Committee on the 

Promotion of Civic Education. Retrieved from 

http://www.cpce.gov.hk/common/basiclaw/winners/017/web/ch_04_02_02.htm 

Costco Wholesale Corporation. (2010). Investor relations. Retrieved from http://phx.corporate-

ir.net/phoenix.zhtml?c=83830&p=irol-irhome 

CNBC. (2013). The Costco craze: Inside the warehouse giant. Retrieved from 

http://www.cnbc.com/id/46603589 

CNN Money. (2012, may 21). Fortune 500: our annual ranking of America's largest 

corporations. Retrieved from 

http://money.cnn.com/magazines/fortune/fortune500/2012/full_list/ 

Hong Kong Government. (2007). Report on further development of the political appointment 

system. Retrieved from http://www.cmab.gov.hk/doc/issues/report_en.pdf 

Hong Kong Inland Revenue Department. (2012). Policies: Double taxation relief. Retrieved 

from http://www.ird.gov.hk/chi/pol/dta.htm 

 

 



COSTCO WHOLESALE CORPORATION: POSSIBLE EXPANSION TO HONG KONG 22 

John. (2013). [Web log message]. Retrieved from http://www.ilovecostco.com/costco-wholesale-

corporation 

Kuang, C. (2013, FEBRUARY 22). Think your home’s small? Look at Hong Kong’s illegal 

micro apartments. Retrieved from http://www.fastcodesign.com/1671933/think-your-

homes-small-look-at-hong-kong-s-illegal-microapartments 

Ma, W. (2013). Economic and trade information on Hong Kong. Retrieved from http://hong-

kong-economy-research.hktdc.com/business-news/article/Market-

Environment/Economicand-Trade-Information-on-Hong-

Kong/etihk/en/1/1X4618GW/1X09OVUL.htm 

Pak, J. (2013, April 11). Hong Kong copes with tight living spaces. Retrieved from  

http://www.bbc.co.uk/news/world-asia-china-21973486 

Team, T. (2013, March 15). Costco can ring up $115 with its steady growth. Forbes,  

Retrieved from http://www.forbes.com/sites/greatspeculations/2013/03/15/costco- 

can-ring-up-115-with-its-steady-growth/ 

The Heritage Foundation. (2013). Hong Kong. Retrieved from 

http://www.heritage.org/index/country/hongkong 

U.S.  Department of State, Bureau of East Asian and Pacific Affairs. (2012). U.S. relations with  

Hong Kong. Retrieved from http://www.state.gov/r/pa/ei/bgn/2747.htm 

World Bank Institute. (2012). Country data report for Hong Kong SAR, China, 1996-2011. 

Worldwide Governance Indicators. Retrieved from 

http://info.worldbank.org/governance/wgi/pdf/c97.pdf 

 



Written By:
Alley Cheung
Chengcheng Qian
Krystal Carrillo

Woodbury University
MBA Program

April 24, 2013
WMBA 510 BU2
Angelo A. Camillo, Ph.D.

7500 Glenoaks Boulevard

Burbank, CA 91504

Phone: 818.252.5188


