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Financial Implication on Costco Company
Introduction
The paper aims to illustrate the financial implications of the high level of completion faced by Costco Company. The paper mainly focuses on the two financial implications which is increased advertisement cost and the introduction of add-click-and-collect sale method. Therefore, financial implication refers the influence of something on the financial situation of a company.
Financial implication on Costco Company due to stiff competition
The major problem in Costco is the high level of competition. Competing firms like Amazon and Wal-Mart giving Costco high competition in the market. Due to the problem, the company has emphasized on advertising its products to the consumers. However, advertisement cost is high resulting in the huge expenditure by the firm. The company’s revenue spent on advertisement results in the reduction of operating profit. For instance, an expenditure of about 0.5% of the revenue by the firm decreases the operating profit by 17.5%. The firm may be forced to the advertisement expenditure to 2.2%, and it will slash the firm’s operating profit by 75%. Costco highly depends on membership method of operation. The membership fee has continued to increase hence resulting in the company loss of some of its members to the competing firms such as Wal-Mart Sam club. It has reduced the expansion of its membership network which limits the profit the firm gains (Taplin, 2006). 
Intensive competition from the relating firms to Costco has led to the additional cost to the Costco wholesaler. The reason behind the additional cost is for it to gain competitive advantage. Costco has currently adopted a new strategy to increase the sales (Baroto, M. B., Abdullah, M. M. B., & Wan, H. L, 2012). However, the sales increased within a short period but it drastically reduced since the loyal consumers are confused. The customer confusion result when the tradition product promotion is abandoned. Moreover, Costco Company strives to include the improved add-click-and-collect to increased sales for it to compete with the firms such as Kroger and Walmart. Both the reduced sales and the new features such as the add click-and-collect increases the operating cost of Costco since the fewer revenues are incurred from the sales and high expenses in the maintaining of the adds.
Conclusion
[bookmark: _GoBack]Many Companies experience problems in their daily operations. The problems usually have financial effects on companies’ revenue. Costco is facing a high level of competition in the market which has made the company to spend the huge amount of revenue to counter the problem. The methods used are increasing sale promotion and introduction of new features such as add-click-and-collect. Costco has managed to outdo its competitor in the market.
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