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Introduction
Costco Company is a multinational company that is located in the United States of America and which operates a chain of warehouses. The warehouses are a membership only and the company is ranked as the second largest retailer in the world after Wal-Mart 9 Thompson Jr., 2016). One of the analysis tools for competitive advantage is the three-circle analysis. This helps to provide crucial information regarding how a company is faring on in relation to the way customers or the market views the products offered visa vee their needs and how that creates competitive advantage with the other existing competitors in the environment. This paper will look into the competitive analysis of Costco Company using the three-circle analysis. The three-circle analysis is important as it will give insights on the strategy of the company through the analysis of what the customer values, how the customer perceives the company products and how the customer perceives competitors’ products. The importance of the three analyses when it comes to the issue of asking questions that relate to the competitive advantage of the company will also be discussed.
First Circle
The first circle in a three circle analysis deals with what is the most important need of the customer in terms of the product of the company. The needs of the customer are of paramount importance to the company and thus they have to ensure that they have put in place a strategy that will cater for those needs (Anderson, Hampson & Laney, 2017). The company has been able to remain relevant all through the years by ensuring that they ascertain the preferences of the customers in the ever-changing market. The company analyzes the needs of the customers and goes ahead to formulate policies that satisfy the customers. In view of this case, Costco was able to identify that its customers valued the need for a wide range of products at an affordable price. Most of the customers were looking to purchase different range of products but at pocket-friendly prices. Through this knowledge, the company adopted the use of low prices in order to woo the customers. The use of the low prices was done in conjunction with the provision of different types of products that made the customers spoilt of choice (Thompson Jr., 2016). In doing so, the company was able to meet the needs of the customers and this contributed to the large volume of sales which led to even more growth for Costco.
The company also identified that the customers wanted speedy delivery of their orders. This is an important element in business as the customers are able to get their products in good time and thus carry on with their day to day activities. The delay in the delivery of products by companies that offer similar products to Costco made the company to formulate strategy that will ensure the customers are able to be served speedily. The company purchased several trucks that are used in the delivery of the products (Thompson Jr., 2016). This ensured that the orders of the customers were delivered in time and this resulted in the customers preferring the company. This enabled the company to maintain its competitive edge over its competitors.
Second Circle
The second circle represents the view in terms of how the customers perceive the company offerings. The customers may have certain reservations on the products that are being offered by the company. These opinions may be in relation to how the products can be improved or others invented based on the challenges that may be present (David & David, 2016).  The company was able to use the second analysis in order to tackle the challenges that the customers had. This was done by carrying out market surveys in order to establish the satisfaction that the customers were getting from their products. The market survey also asked questions to the customers on how they think the product can be packaged more in order to address some of the challenges that they were facing. Through this information, the company was able to bring products that address the customers’ challenges and this mad them to be more competitive.
Third Circle
The third circle deals with how the customers view the competitors’ offerings. Through this analysis, the company was able to carefully study the competitors in terms of their operations and the quality and type of products that they were able to deliver to the customers. The customers were mainly complaining of the high prices of the products due to the high economy of scale that these companies were using. In order to tackle this, the company put in place a strategy of emphasizing on low economies of scale in order to reduce the costs related to the products. This ensured that the prices offered by the company were relatively lower and thus they were able to make large volume of sales. This made them to be more competitive. Also, the quality of the products delivered by their competitors was rather wanting due to the costs that were involved. The companies delivered substandard goods in order to meet their profit expectations. Costco was able to analyze this and provide quality goods through the low economies of scale which resulted in their products being more preferred (Thompson Jr., 2016).
Analysis of How the Three Circles can be Used to Ask Questions on Competitive Advantage
The three-circle analysis is important in asking questions about the company’s competitive advantage. This is because it covers all aspects of how the customer views the products being offered by a company and also what they want from the products (Noe, Hollenbeck, Gerhart & Wright, 2017). This is important as the customer is the number one priority for any business organization or company.
The first circle can be used to ask question on how sustainable the advantages that the company has are. The sustainability of the advantages currently present need to be addressed in order to ensure that the company remains competitive for a long period of time (Jenkins & Williamson, 2015). The measurement of the sustainability capabilities should also be asked. The company will be able to know whether the advantage that they have is due to the capability that they possess and thus be able to formulate strategies that will enhance the sustainability of the advantages.
The second circle is also important when it comes to developing questions related to the competitive edge of the company. It is important to know if the company is delivering well in areas where there is parity and stiff competition in the market (Jenkins & Williamson, 2015). There are certain areas that the company may be in parity with the competitors and thus it is critical to check whether the effectiveness in delivery of those areas meet the company objectives. This should be done even as the company strives to ensure that they have forged ahead of their competitors in the future.
The third circle can also be used to analyze questions that may make the company even more competitive. The analysis can be used to ask question such as how the company can be able to deal with the competitors’ advantages. There may be areas that the company is lagging behind its competitors and thus it is upon them to ask and formulate strategies that will able to counter the competitors (David & David, 2016). The importance of this is to ensure that the competitors do not take too much advantage of the gains that they have to deny the company the much need revenue.
Conclusion
The three-circle analysis is an important tool in the analysis of a company competitive advantage. It covers the fundamental aspects related to competition and offers solutions on what needs to be done in order for the company to remain competitive. The use of the analysis is also crucial for the company as it assists in the formulation of questions that are related to the competitive advantage of the company (David & David, 2016). This enables the company to always examine itself in comparison with other companies and thus be able to stay ahead when it comes to competition.
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