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What is competition like in the North American Wholesale Club industry?
There is stiff competition in the North American member wholesale club segment of retailing. This is despite the fact that Costco retains a major share of wholesale club sales across the United States. The share held by Costco stood at 59 percent in 2016 while its two biggest rivals, Sam’s Club and BJ’s Wholesale Club held 34 percent and 7 percent share respectively. Price, member service, merchandise quality and selection, and location were the main factors that influenced competition in wholesale club and warehouse segment of retailing. Costco competes with retail discounters including Wal-Mart and Dollar General, general merchandise retailers including Target and Amazon, and low cost operators such as Home Depot, Best Buy and Trader Joe’s focusing on narrow merchandise range. The large number of competitors indicates the high level of competition in this particular segment of retailing. 
Which of the competitive forces are strongest and why?
The main competitive force that drives this segment of retailing is the competitive rivalry force. Costco faces direct and indirect competition from a wide range of other types of retailers, with the competitors operating using different strategies. Some focus primarily on selling merchandise at low profit margins while others focus on a narrow range of merchandise. An aspect of operation that is common among these different types of retailers is the focus on merchandise to suit the consumer market targeted. While Costco has the majority percent share of this retailing segment, its competitors offer a wider variety of items. Sam’s Club stocks over 4,000 items compared to 3,700 items stocked by Costco. BJ’s Wholesale Club stocks over 7,000 items as it focuses on attempting to establish first or second industry leading position in each major market in which it operates. 
How did the competitive pressures change over the case period?
Competitive pressures for Costco changed due to a decreased ability to sustain sales growth at their warehouses and wholesale clubs. The increased competition from Sam’s Club and BJ’s had resulted in Costco having to contend with lower annual growth figures than would have been achieved in absence of stiff competition. Sales growth for Sam’s Club and BJ’s stood at 1.7 percent and 4.4 percent respectively in 2011. While Costco has sustained sales growth and increased its number of warehouses steadily within the period covered, it is evident that the competitive rivalry factor has eroded the potential gains that the company could have achieved.
What is the outlook for competitive pressures for Costco in the future?
The company is aware of the impact of competitive pressures on its own growth strategy of increasing sales at existing stores by 5 percent or more and opening additional warehouses domestically and internationally. For the future, competitive pressures will have less of an impact on Costco if the company continues its domestic and international expansion. The company already holds 59 percent share of this segment and will increase this share through broader merchandise offerings and more locations. Its competitors will need to engage in very ambitious expansion strategies in order to keep pace with Costco, and will likely select the option of sustainable growth at a slower rate. This will allow Costco to maintain a competitive advantage and present the opportunity for entry into other types of retail including specific category operations, retail discounting, and internet retailing. 
