Costco Case Assignment Questions -
1. What are the chief elements of Costco’s strategy?

2. What is Costco’s business model?

3. How well is Costco performing from a financial perspective?  Use the financial ratios presented in Table 5.1 of Chapter 5 to help you diagnose Costco’s financial performance and complete the following:
	
	2006
	2005
	2004
	2002
	2000

	Merchandise costs as a % of net sales
	
	
	
	
	

	Selling, general, administrative expenses as a % of total revenues
	
	
	
	
	

	Operating income as a % of total revenues (operating profit margin)
	
	
	
	
	

	Net income as a % of total revenues (net profit margin)
	
	
	
	
	

	Return on equity (net income as a % of stockholders’ equity
	
	
	
	
	

	Return on assets (net income as a % of total assets)
	
	
	
	
	

	Current ratio
	
	
	
	
	

	Days of inventory*
	
	
	
	
	


*Days of inventory equals merchandise inventories ÷ [merchandise costs ÷ 365]; you can get the formula for days of inventory from Table 5.1 in Chapter 5 of the text.

4. Based on the data in case Exhibits 1 and 3, is Costco’s financial performance superior to that at Sam’s Club and BJ’s Wholesale? Use the data in Case Exhibits 1 and 3 to develop the following comparisons.




Costco


Sam’s Club

       BJ’s Wholesale
	CAGR* in sales revenues,

 2000-2006
	
	
	

	CAGR* in operating income, 2000-2006
	
	
	

	CAGR* in net income, 

2000-2006
	

	     

	

	Operating income as a % of total revenues 

 2006

 2005
	
	

	

	SG&A expenses as a % of total revenues


 2006

 2005
	
	
	

	Operating income as a % of total assets


 2006

 2005
	

	
	

	Net income as a % of total assets

 2006

 2005
	

	

	

	Average sales per location, 2006
	
	
	


CAGR* = Compound average growth rate
5. How well is Costco performing from a strategic perspective?
6. What recommendations would you make to Jim Sinegal regarding the actions that Costco management needs to take to sustain the company’s growth and improve financial performance?
