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Tom Gardner: 
Hi, I’m Tom Gardner here in the Kendall neighborhood of 
Miami, Florida at Costco with the Founder and former CEO 
of Costco, the great Jim Sinegal.  Jim, thank you so much for 
being with us.  

Jim SineGal:
Tom, it’s my pleasure. Thank you for coming down to Miami 
to meet with us down here.  

Tom Gardner: 
Very, very pleased to do so. Now we have a collection of 
member questions, which I’m just going to read right off the 
paper because I can’t memorize almost anything anymore in 
my life, but the first question comes from Sally, and it reads:

I remember the opening day in Seattle, walking into this 
huge warehouse of things and being so excited. Still, it 
had to be a huge leap of faith that people would buy bulk.  
Where did you get the idea for Costco?

Jim SineGal:
I had been in the retail business since I was 18 years old.  I had 
worked for a gentleman by the name of Saul Price at Fedmark, 
and later The Price Club. What we had done was taken some 
ideas that we had seen in cash and carry in Europe, along with 
hyper markets and we kind of put something together that was 
a combination of the two.  So we kind of borrowed some ideas 
from three or four different formats and put them all together, 
including one of our own distribution centers that we had at 
Fedmark, so it was the culmination of ideas put together to 
form a Costco.

Tom Gardner: 
Next question comes from Ellen. It reads, 

I bought 200 shares of Costco in 1984 at the IPO. My 200 
shares have grown to over 1,650 shares, with one sale 
and one purchase along the way. Lately I’ve noticed some 
products are less bulk size, and more what you might de-
scribe as a sensible size. Is that a deliberate strategy, and 
if it is, will it draw more members?

Jim SineGal:
Well, one of the things that we’ve discovered in terms of our 
sizing is that on occasion, we’ve had a tendency to take it 
too big. The issue becomes something like bananas, as an 
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example. We kind of downsized the bananas because we were 
getting ourselves into a position where the customer couldn’t 
eat all the bananas.  

Tom Gardner:
What was the max number of bananas in bulk?

Jim SineGal: 
At one time we had them in a five-pound package, and then 
we eventually got it into a four-pound, and the three-pound 
package, and at the moment, we’re; same thing happened 
with ground beef.  We were making our chubs of ground beef 
in seven and eight pounds, and we’ve reduced it to something 
between five-and-a-half and six-and-a-half pounds, so we’ve 
kind of moderated somewhat relative to the sizes, but we still 
like to buy the bigger sizes. That’s not to move away from 
those, even though you might suggest they’re more sensible.  

Tom Gardner: 
Well just explain to a newcomer to Costco, somebody who’s 
watching who may have just started a membership or is not 
yet a member. 

Why in bulk at all? What is the benefit to a member and 
what is the benefit to the organization?  

Jim SineGal: 
The larger sizes almost always create a better savings for the 
consumer. It’s very rare when it doesn’t create a significant 
savings, and so we view it from that standpoint. If we could 
find a size that was smaller that was a better value than the 
bulk size, we would get into that size immediately, but that 
doesn’t turn out to be the case; very, very rarely unless there’s 
some anomaly in the marketplace.

Tom Gardner: 
How frequently is a Costco, a product in Costco sold for 
below the wholesale price? Does that ever happen? A 
company wants the exposure enough, or is that just ex-
tremely rare?

Jim SineGal:
No, there are instances where in the years that we’ve been 
open where our prices, our wholesale prices, were lower than 
the traditional wholesales prices on products. No, that’s not 
an uncommon occurrence at all. Now one of the things that 
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we don’t do is sell goods below cost. We never sell below our 
acquisition cost, unless we made a very serious mistake, in 
which case we’re clearing the merchandise out and have to 
mark it down, but we try not to get into that trap.  

Tom Gardner: 
One of the biggest traps in retail is having too much inventory. 
How did Costco know that creating a; well, I guess we’ve 
asked that question. We’ll ask Ronan’s second question:

There’s only so much market research that one can do, so 
how are new and breakthrough products decided upon 
at Costco? Who makes the call and how does that process 
determine whether the new offering is successful or not?

Jim SineGal:
Well as you can imagine, we have a big buying team, and they 
have the responsibility for going out and seeking products all 
over the world. They bring the products together and there 
will generally be an attitude of developing the product and 
taking it to their boss, the merchandise manager, and they’ll 
determine whether or not it’s something that is a Costco-type 
of item, and then put it in the system. Then when we have 
our monthly budget meetings, they all show us those products 
and tell us what’s coming and what new products we have 
coming in.  And we’ll have some comments from some of the 
operators about those from time to time, but that’s generally 
the way the process takes place.

Tom Gardner:
For the fun of it, could you just track through the career 
of a buyer at Costco?  Somebody who arrives let’s say at 
age 25, if that would be a realistic arrival of like a junior 
super assistant buyer, and if they’ve been at the company 
12 years, what path they might have taken?

Jim SineGal:
Well in almost every instance, very rarely do we hire some-
body from outside the company, and in most instances, these 
are young people who have started working for us in our 
Costcos. They might have had a job pushing shopping carts 
out in the parking lot, going to college and working part-time, 
and have decided they want to make a career out of retailing.  
Have stayed with us, have progressed with the company, and 
it was determined, they determined that they would prefer a 
career in the purchasing end of the business as opposed to the 
operational end of the business. And so we have them going 
both ways. Our average warehouse manager is much the 
same. The average warehouse manager probably started with 
us when they were about 19 or 20, going to college, pushing 
shopping carts out in the parking lot.  

Tom Gardner:
So if you want to work at Costco, having worked at other 
retail organizations as a manager and then coming over when 

you’re 37 is a very rare thing, if ever. Most of the time it’s 
someone’s been here ten years and has woven their way 
through the organization.   

Jim SineGal:
We would never dream of hiring a manager for one of our 
Costcos from outside the company. It has to be somebody 
who has worked their way up in our system.  Now that doesn’t 
mean we wouldn’t hire a manager from outside and train them 
for two years and develop them, but we would not hire them 
and put them immediately in charge of a Costco.

Tom Gardner:
You said something that I just want to jump on. You said it 
is determined, no, actually they determine that they were 
interested in going into the purchasing route. 

How is that call made on somebody’s career inside of 
Costco? Are they getting 360-degree feedback?  Do they 
get to opt in and say, Hey, even though I may not have 
demonstrated skills in this yet, I’m really particularly 
excited in managing a store someday, or becoming a 
purchaser. How does somebody get developed and get 
choices and get guidance and determine their career?

Jim SineGal:
Well it’s succession planning, as you might imagine in a com-
pany like ours that’s (unclear) is a very important thing.  You’d 
probably be shocked at the amount of time that we spend on 
succession planning. If you’re going to promote almost 100% 
from within the company, you have to pay attention to ex-
actly that type of an issue.  People develop different attitudes 
relative to how they’re working. They see opportunities in 
the buying office and maybe they tell their manager, Gee, I’d 
really like to see if I could start over in the buying office. 
That generally begins in the clerical-type of position there. Or 
they may say, Hey, I want to become a warehouse manager 
someday. And then they matriculate, if you will, through all 
the various jobs in the warehouse.  

When I came in here this morning, or just about 40 minutes 
ago, I met our pharmacy manager, a fellow by the name of 
Ray. Ray started with us about 15 years ago pushing carts and 
working up at the front end.  Decided he wanted to become a 
pharmacist. Became a pharmacist. Went to pharmacy school 
while he was working for us, and now is the manager of our 
pharmacy here in this location, so that’s not an atypical type 
of story.  

Tom Gardner:
This question, sir, is a nice segue from our conversation. 

It seems to me that some of the most successful American 
companies have working environments that are focused 
on their people. Google, Southwest Airlines, BMW, Whole 
Foods, so I’m curious about how you feel about the 
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importance of corporate culture, particularly in terms of 
the ability of a company of this size, how many Costco 
employees are there today?  

Jim SineGal:
About 160,000. 

Tom Gardner:
So 160,000, an organization of 160,000, how can you even 
pretend to see the individual employee in an organization of 
that size?

Jim SineGal:
It’s difficult, but you have to try to force yourself to think like 
a small company. You want to try to be adroit and you want 
to recognize people wherever you go, and that’s one of the 
reasons that so many of us are out in the field on a continual 
basis. We’re traveling all the time. You know that, and know 
that from past experience, but in the last five weeks I’ve been 
to Japan for an opening, I’ve been to Toronto for an opening, 
I’ve been to Texas for an opening. I was just in Puerto Rico 
and Georgia…

Tom Gardner:
But Jim, you retired on January 1st.  

Jim SineGal:
Well I’m helping to get through; you’ve got to do this slowly.  

Tom Gardner:
And actually I do want to know about that. 

How do you unplug in an appropriate way after 30 years 
of leadership and service at Costco? 

Jim SineGal:
You have to be very careful. Obviously I want to be a help, 
and I’m going to help Craig. I know how tough the job is, 
so the last thing in the world I want to do is get into his hair 
and to disturb what he needs to get done. I don’t want to be a 
hindrance. I want to be an aid to him wherever he needs me, 
and if he doesn’t need me, I think he’s probably adult enough 
to say, Back off a little bit, Jim. And hopefully I’m mature 
enough to do that.  

Tom Gardner:
Why do you call it a tough job?

Jim SineGal:
Well, retail generally is a tough environment. This is not a 
40-hour a week job; this is a job that not only takes 65 or 70 
hours, but even when you’re at home you’re thinking about it. 
You’re getting phone calls, you’re looking at sales. The first 

thing that happens every morning when I get up is to look 
for sales, and that’s including Sunday and holidays. There’s 
hardly a Sunday that goes by when I don’t go out from home 
and go visit one of two Costcos.  

Tom Gardner:
So would you say that simultaneously Costco is learning to 
not rely so fully on your leadership and you’re learning to not 
commit so much of your time. Is that how you’re; or do you 
think over the next 15 years of your life you’ll be doing the 
same thing, waking up in the morning and looking at the sales 
numbers?

Jim SineGal:
The leadership is with Craig. It’s his; we’ve turned the leader-
ship of the company over to Craig and I’m only here to help 
in those instances when I can be of assistance.  

Tom Gardner:
Let me tell you why I asked that question. We have a lot of 
members that are either right at the point of retirement or are 
in retirement, and making that transition, I’m wondering if 
you have any guidance or any thoughts?  I mean here we are.  
We’re less than six months into it, but…

Jim SineGal:
Well, it’s not easy. I thought a long time about this. One of 
the things that Jeff and I are most proud of in our company 
is the fact that we have built a company to the size we have, 
and developed a team that’ strong enough to manage it. I think 
that’s probably one of our biggest contributions, is to develop 
a management team that can run a company this size.  And 
we’ve got great managers. I thought about retiring, and I said, 
you know, the time is right, not necessarily for me. I think 
in a perfect world, I might have said, Gee, maybe I’ll work 
until I’m 80, and then when I got to 80, maybe I’d have said, 
maybe…

Tom Gardner:
My grandfather worked until he was 94.

Jim SineGal:
But at the same time, one of the things that’s most important 
is to make sure that you’ve turned the company over in good 
shape.  And as much as I wanted it to be about me, it wasn’t 
about me. It’s about the company and the organization and 
all of our employees and all of our suppliers and all of our 
customers.  

Tom Gardner: 
As a community of long-term business focused investors, 
you had said earlier, “you’d be shocked at how much time 
we spend on succession throughout our organization”, but 
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as a community of long-term business investors, it’s one of 
our greatest concerns, because we find great companies. We 
find Costco or we find Amazon or we find Whole Foods, and 
points of succession.  We saw it with Starbucks when Howard 
Schultz stepped down and came back. Points of succession 
are big moments of concern for investors, so I wouldn’t say 
I’m shocked at all. I’m delighted and wish that more organi-
zations said that they spend a tremendous amount of time on 
succession. 

Why don’t they? There’s so much evidence that learning 
to promote and develop from within pays out the long 
returns. Is it that the costs are higher initially to create 
a development culture, and Wall Street are short-term 
thinkers, won’t make that?  

Jim SineGal:
That could be it, and another aspect of it is that perhaps we 
as managers start to lose track of what’s important in these 
types of things, but if you look at people, 70 cents of every 
dollar that we run, or that we spend to running our business, 
70 cents of every dollar is spent on people, so it would make 
sense that you’re going to do that well. It’s the biggest nut 
relative to expenses, and ratios of expense, and you’d better 
be sure that you’re doing that well and you understand what it 
is that you’re doing. And if you couple that with the fact that 
we do all of the promoting from within the company, then it’s 
doubly important for us.

Tom Gardner:
I’m not a blind or harsh critic of CEOs, but I will say I feel 
like most CEOs that I’ve encountered as an investor studying 
companies; I haven’t had a chance to meet all of them cer-
tainly, but most CEOs I’ve encountered as an investor, I think 
want to prove that during their tenure they delivered absolute 
A-triple plus results, and what happens after is somebody 
else’s problem. And so I’m wondering how to identify that 
in cultures where that isn’t the case. I guess it’s really to see 
whether their training and development programs are im-
mersed in that.  

Jim SineGal:
That certainly would be one of the first places to look, yes.  
But you’ve got lots of people who are; look at Steve Jobs. I 
think he was very careful to make sure that he was cultivating 
the leadership in the company, recognizing the position that 
he was in, and he didn’t want to quit working. He was working 
right up until the very end, but he had taken the time to make 
sure that it had developed the right type of leadership. Pretty 
smart.  

Tom Gardner:
Yup. Okay, we go to Chris who asks:

What is the most important key ingredient to keeping 

your employees happy and content, to make them stay as 
long as they do as Costco employees?

There’s a wonderful book entitled, The Loyalty Effect by a 
Harvard professor named Fred Reichheld, which he went 
back and calculated difficult and in certain cases with certain 
stakeholders, but calculated, and did so in a mathematically 
convincing way to me as a reader, that the companies that have 
created the most value in the world are the ones that have the 
longest tenure of employees, of customers, of shareholders, 
and of the communities’ involvement and their involvement 
in the communities that they work in. So employee turnover 
would be almost a very valuable statistic for an investor to see, 
the employee turnover at Costco relative to the larger retailer 
categories or superstore category that you’re in. What is the 
retention rate of Costco employees versus the competition, if 
you know those numbers, and why do you think it’s higher?

Jim SineGal:
Well I can tell you that our turnover on a worldwide basis is; I 
may be quoting this accurately. I know for sure in the U.S. and 
in Canada, it’s less than 10%. That includes all of our seasonal 
help and all the part-time people that we have working for us 
as well.  And once they’re with us for a year, that goes below 
5%, so…

Tom Gardner:
How would the 10% number compare in the category?

Jim SineGal:
Well, it would depend on the type of industry that you’re 
looking at. If you looked at some of the fast food businesses, 
they turn their people about 250 times a year. I had heard a 
number at Wal-Mart that was around 60 or 65%, but I don’t 
know that I’m completely accurate, and I don t know that 
that’s been published. But I can tell you this, that most of 
the people who study that type of thing look at our numbers 
and…

Tom Gardner:
Their jaws drop.

Jim SineGal:
…and they say that’s an extraordinary number. But we 
have been taking the attitude from the very beginning that 
we wanted to turn our inventory faster than our people. We 
want to keep the people with us. Why do people stay? It 
starts, I think, with a good job with a good pay, but it goes 
beyond that. It goes to careers. Do they have an opportunity 
to progress and grow? Is it a company that they’re proud of?  
Everybody wants to be proud of the company that they work 
for. That’s a significant portion to satisfaction and (unclear) 
and to know that they have confidence in their jobs and that 
they have security.  
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There’s not going to be an attitude where somebody can come 
in one day and be angry at them and fire them. We protect our 
employees. As a matter of fact, if an employee has been with 
us over two years, in order for that employee to be terminated, 
it has to go to one of the highest managers in our company for 
approval. Not that we won’t approve it if there’s reasons, but 
we want to know that somebody has really looked carefully at 
that, and provide that type of security.

Tom Gardner:
Because that person has put two years into the organization 
and deserves more serious consideration.  

Jim SineGal: 
Exactly.  

Tom Gardner:
The customer service, though less visible at Costco, is top 
notch. What practices are in the plans for growth that 
also safeguards the tenets of customer service beyond 
employee training?  Is there a constraint to growth based 
on getting the culture right in new stores?

Jim SineGal:
Of course. People ask us all the time, Gee, why don’t you 
open a hundred of these things?  They’re so successful…

Tom Gardner: 
Because you said there are around 600 before...

Jim SineGal:
Our attitude is that we want to make sure that when we open 
them, they’re quality Costcos. That we’re measuring up to 
what our customers expect from Costco. We have always 
been very careful not to outdistance the management capa-
bilities that we have in growth. Very easy to get into that trap 
with just saying yes, let’s open 50, 60, 70 of these things. That 
doesn’t work for us. It may work for other people, but it’s not 
something that would work for us.

Tom Gardner:
I don’t know if you’re a stock investor, but if you are not 
spending time investing in other stocks, let me put you in that 
position and ask you:

What few things would you look for if you were out there 
looking to make an investment? Let’s say outside of the 
category of retail. If you’re just looking at businesses in 
technology and healthcare and finance, what qualities or 
what factors would you look for to put the Sinegal Fund, 
Incorporated capital into that business?

Jim SineGal:
Well the only stocks that I own are Costco and Berkshire 
Hathaway, so maybe that’ll tell you something.  

I don’t invest in the stock market.  I have real estate holdings, 
but I don’t invest in the stock market.  

Tom Gardner:
But when you look at…

Jim SineGal:
But if I were to look at it, I mean I made the obvious choice of 
Berkshire Hathaway because of performance and because of 
the caliber and the quality of the management, and the integ-
rity that the management represents, so I think you would look 
for exactly those types of things. You want to know that you’re 
getting involved with a company that is leveling with you and 
telling you the full story and that their performance is just not 
some fly-by-night type of aberration, but that they really are a 
solid organization.  

Tom Gardner:
So I’m going to continue to simulate hypotheticals, which can 
always make us uncomfortable, and if you’d like to choose 
to pass on any of these questions, feel free to. Now imagine 
that you’re investing in a small kind of up and coming retailer.  
What might you look for to say, Those guys, they’re doing it 
right. They may only be in one region right now of the country, 
and they may be a small cap with only $75 million on their 
balance sheet, but I like what I see because I see this about 
them as a retailer.

Jim SineGal:
I would look for the types of qualities that you see in a Trader 
Joe’s. That you’ve got a niche, that you’ve got quality products, 
you’ve got a quality organization, everything about that seems 
to suggest quality, including the people that they hire in their 
stores, and so it’s pretty easy to get turned on by a business like 
that. So I think I would look for those same types of qualities.

Tom Gardner:
Do you spend time looking at other retailers and evalu-
ating what they’re doing, to think about deploying some 
of those approaches or tactics at Costco, or that’s not…

Jim SineGal:
Absolutely. We’re in competitors on this trip. We’ve been on 
this trip for four days, and I would guess that we’ve probably 
been in about eight competitors. Of course, that’s a major por-
tion of what you do.  

Tom Gardner:
Are they happy when they see you coming?  
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Jim SineGal: 
Well I don’t know that they; they’re not always expecting…

Tom Gardner: 
Do you have a blonde wig?  or a baseball cap? (laughter.)

Jim SineGal:
No, we do take the badge off when we go in. But the idea is to 
go in and see what it is they’re doing. Why does Target have 
so many prescriptions behind the counter there? 

Tom Gardner:
What have they figured out that we can…?

Jim SineGal:
What are they doing there? How were they doing that? That’s 
the type of thing we look for. You try to go in; you should be 
able to learn something on every single trip that you go into 
a competitor. There’s got to be something there that resonates 
with you and tells you, Gee, this is not a bad idea. The ex-
ample of Target is just one of many ideas you might get by 
looking at a competitor.  

Tom Gardner:
I’m going to force you to choose between these two. Again, 
another unfair question, my favorite sort of question. 

Is Costco to you a retailer or a membership company?  

Jim SineGal:
We’re a retailer. I don’t think there’s any question that we’re 
a retailer, although we refer to ourselves as a wholesaler 
because we do an enormous amount of wholesale business.  
That’s where our roots are. Our DNA is in with a lot of those 
large products in that type of customer, taking care of that type 
of customer. Our business customer is still our most important 
customer that we have, and so that was the type of thing that 
helped the evolution of the products that we carry. Because 
when we determined that we had an upper-scale customer, 
people that own businesses generally are at the top end of 
the demographic scale, we knew that if anybody could sell 
Waterford crystal, Costco could. And so it kind of became a 
stimulus for us going out and trying to upgrade the quality of 
every product that we carry.

Tom Gardner:
Do you think, or is there data to suggest that the Costco 
member is getting more out of saving money on the neces-
sities and staple buys, the purchases that they’re making, 
or that the luxury items and the big discounts off of what 
they get at higher priced items is a bigger motivator?

Jim SineGal:
Well it’s probably more on the staples, just because they buy 

more of the staples. They’re coming in on their every week 
or every two week basis and buying and continually saving.  
But the savings on one television set can be a very significant 
savings, almost equal to what they would spend. A diamond 
ring, if somebody were to buy an expensive diamond ring, 
and I guarantee you, they probably save more than they would 
have on the staples all year. So it depends on the purchases.  

Tom Gardner:
Do you, looking back on your 30 years at Costco, and let’s 
say your 25+ years as a public company CEO, do you think 
that Wall Street analysts contributed value to your experi-
ence, or were neutral, a neutral part of the process? That 
you had to answer to them, but you didn’t necessarily gain 
value. You had to respond to questions on a quarterly 
basis, or that was a valuable interaction for you?

Jim SineGal:
I think that it’s; I’m not fighting the system because the sys-
tem’s been very good to us. And so in truth…

Tom Gardner:
Although you’ve played the system differently than many 
companies.

Jim SineGal:
Well, you can’t allow the analysts to run your business. In 
the final analysis, you’ve got to run the business and you’ve 
got to set the pattern for it. You can’t have an analyst who’s 
going to determine what the culture of your company is, as 
an example. The culture of the company is not just the most 
important thing, it’s the only thing. That’s what it stands for, 
but at the same time, there are a lot of very bright questions 
that are coming across from analysts, and even though they 
might make you squirm just a little bit at the point that they 
ask it, when you think about it, if you allow yourself to get 
away and out of the defensive mode, you think that’s not a bad 
question, and it forces you to do something a little differently.  
I’m not trying to cop out on the question; the answer is…

Tom Gardner:
There’s value in it even if they make you squirm.

Jim SineGal:
The system works.

Tom Gardner:
What is most exciting to you right now about Costco’s 
future and what is most concerning?

Jim SineGal:
I think the thing that’s probably most exciting at the moment is 
the fact that we’ve got these great opportunities in Asia and in 
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international business.  That doesn’t mean we’re not going to 
continue to grow our business in the U.S., but certainly we’re 
very pleased with the opportunities that are available to us on 
an international basis. And we think that as we have gotten 
larger and have become more significant in the distribution 
of goods throughout the world, that we’re more attractive to 
some of these people who in the past might not have wanted 
to sell us.  

Tom Gardner:
What would happen if somebody said to you right now, 
“You know what I think’s going to happen ten years from 
now?   Everyone’s going to buy everything online from 
Amazon; it’ll be delivered to their house. I don’t know 
how Costco’s going to adapt to that, or if they are, but 
superstores are 15 years away from being completely 
marginalized by the Internet.”?

Jim SineGal:
My view is people have been going to the marketplace for 
millenniums, and that they will continue to do that. It is a 
social experience, as much as everything else, and everything 
doesn’t work online. A lot of things do work online, but a lot 
of things don’t.  

Tom Gardner:
What would be an example of something that, even though I 
could order it on Costco online, or maybe I can’t, because it 
just simply doesn’t work. 

Jim SineGal:
Well, we keep trying things, and keep trying to push the limits 
of where we can take things, but in the final analysis, there 
are some things that work better than others. Furniture, as an 
example, works better delivered to someone’s home.  A televi-
sion set oftentimes works better, particularly these big screen 
television sets. Things like books and music and that type of 
thing work beautifully online, and that will continue. But I 
think it’s more difficult with food.  I think  the customer’s still 
want to see the merchandise in many instances, before they 
make a determination.

Tom Gardner:
Apparel.

Jim SineGal:
Apparel, yes.  

Tom Gardner:
So my closing question is a single defining leadership principle 
for you. It’s unfair to do because leadership is a multifactor 
and very; it’s complex. Every leader can be different and be 
great...

but what do you think either defines you as a leader or 
you think this is an important leadership trait that people 
should try and develop in themselves if they want to lead 
others?

Jim SineGal:
Well, I had Saul Price as my boss since the time I was 18 
years old, and he was, as I’ve described him oftentimes as 
the smartest man that I ever knew, and a very creative guy.  
And probably has been described by people like Sam Walton 
as one of the most creative people ever in the retail business.  
But I really think the most outstanding quality he had was 
leadership, and the fact that everyone knew he was the boss.  
Everyone knew that he was going to work as hard as every-
body in that company.  He was the first one in in the morning, 
and he was the last one out at night, and he never allowed 
himself to cop out on the work that had to be done in the 
company. He was a fantastic leader and I thought that was one 
of his most outstanding traits.  

Tom Gardner:
Jim Sinegal, back from Puerto Rico, on his way to Seattle.  
We’re not going to cause you to miss your flight, I hope.  

Jim SineGal:
No.

Tom Gardner:
Thanks so much for talking, and what an enjoyable time for 
us.

Jim SineGal:
Thank you, Tom, and I’ll get Craig now, okay?

Tom Gardner:
Great. We’re now joined by the CEO of Costco, Craig Jelinek, 
which is really exciting for us to get a couple of moments with 
him, and so we’ll jump right into it. 

Craig, how has your job changed here in the last year? 
What were you doing right before becoming CEO and how 
is your work life different after?

CraiG Jelinek:
Well actually before I became CEO I was president and chief 
operating officer, which I did for about two years. And at that 
time, Jim had made the decision that he was going to look to 
be the CEO only for the next two years, and at some point that 
he would look to go on and do other things or get involved 
in charity or speaker, or whatever he chooses to do. So he 
made that decision; we announced it last September, and I 
became CEO and president in January, and that’s kind of how 
it’s done.
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The prior seven years to that, I was executive vice president in 
charge of merchandising, all the buying in the company, and 
then previous to that, I spent about ten years as executive vice 
president of operations.  

Tom Gardner: 
What was your very first job at Costco?

CraiG Jelinek:
My very first job was I opened up one of our first warehouses.  
Actually it the numbers five and six in the company in Seattle, 
and…

Tom Gardner:
In what year would that be?  

CraiG Jelinek:
1984.

Tom Gardner:
1984, right as the company’s going public.

CraiG Jelinek: 
Right, and I came to the company in about April of 1984, 
and did some things with inventories and things like that, for 
approximately six months until we opened up that building.

Tom Gardner: 
We have a question from one of our members: 

I’ve lived in the suburbs of several major metropolitan 
areas over the past 12 years, including Detroit, Dallas, 
Chicago, Milwaukee, Boston. I love Costco, but there’s 
never been a Costco close enough to entice me to join. 
How do you select your locations?

CraiG Jelinek:
Well, first of all when you select locations, and we usually 
try to go into where there’s a population of people. We like 
to be in somewhere around 200,000 population of relatively 
middle- to upper-middle income customers. We have a ten-
dency to sell on the higher end of merchandise, more depart-
ment store-type merchandise. We look for business owners, 
and that’s basically how we go in and select a market. We try 
to go in and test a market first with a couple of warehouses, 
and then we’ll grow from there.  

Tom Gardner:
Why did you say, “We look for business owners”?  

CraiG Jelinek:
Small businesses are very important, one of our important 

customers. If you look at our overall sales, we’re over 50% 
of the sales come from a business, what we call a customer 
business owner. 

Tom Gardner:
What are two or three factors that a Costco shareholder 
should look at to determine whether the company is suc-
ceeding over the next 10 to 15 years?

CraiG Jelinek:
Well, I think the thing that you always have to look at, and we 
always run our business for the long term. We want to be in 
business 25, 30, 35, 40 years. A, we have a responsibility to 
our shareholders. We have a responsibility for our employees.  
We have a responsibility to our suppliers that we’re going 
to run our business for the long term so people can grow, 
our suppliers can grow and our customers are going to be 
rewarded. If you look at the long haul, we’ve rewarded our 
shareholders, we think very well.  

Tom Gardner: 
Sixteen percent a year since the IPO, I believe.

CraiG Jelinek:
That’s correct, and we’ve continued to grow. That’s what we 
continue to do, grow, offer opportunity and if we think we do 
all those things in terms of our employees, our customers, our 
suppliers, our shareholders are only going to win.

Tom Gardner:
As long-term business investors, we’re focused in investing 
five, ten-plus years, and ideally never selling as Warren Buffet 
says. Most of the investment world isn’t thinking that way, so 
when you hear of companies that are taking that long-term 
perspective, it’s naturally comforting to investors like ours, 
but it’s not common out there in the public markets.  

CraiG Jelinek: 
No, I just really have to worry about what we do. I think a lot 
of companies, and you know, that may not be fair for me to 
say because I’m not involved in other companies, so I don’t 
want to…

Tom Gardner:
Let’s take a few down, though. Come on now, this is our op-
portunity. You know I’m kidding.

CraiG Jelinek:
I’m not prepared to do that. I know you are. It’s important to 
me that we’re significant in 10 or 15 years. We don’t want 
to be an afterthought. There are a lot of companies that have 
come and gone that have…
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Tom Gardner:
Had a great three-year run.

CraiG Jelinek:
And had a lot of great years, 10, 15, 20 years, and then they 
find themselves irrelevant and we’re not going to become 
irrelevant on my watch.  So…

Tom Gardner:
So two more very quick questions, because I know you have 
to go. One of them...

What are you most concerned about going forward, what 
are you most excited about going forward?  Just one little 
snapshot of each.

CraiG Jelinek:
You know, you’re always concerned about it’s important that 
you grow the business. You have to grow the business intelli-
gently. We think there’s a lot of opportunities in other markets 
outside the United States, but again, you have to make sure 
that you don’t outstrip yourself of people that understand the 
concept. It’s a different concept. You have to understand it; 
you have to be part of it. Our business is to always figure out 
how we can make less off an item and do more volume, not 
figure out how we can make a little bit more money, and not 
everybody understands that.  

We’re a volume-driven business, and we have to be able to 
have people in place to grow this business to where we want 
to go over the next 15, 20 years. So that’s what’s going to 
be important. People, anybody that tells you, in my view 
otherwise, systems, anything like that, all those things are 
only as good as the people that you have in an organization, 
and you have to make sure that everybody understands what 
you’re trying to do, what direction that you’re going, and 
everybody’s going down the same road. People are, probably 
in my view, the most important thing, and I always want to 
make sure that we don’t outstrip ourselves in terms of people, 
based on what we want to do in terms of growth.  

Tom Gardner:
What is one core, Craig Jelinek leadership principle?

CraiG Jelinek:
Always do the right thing. And if you haven’t done the right 
thing, figure out how to make it right, and learn from the mis-
take that you made. My view is, and there’s always a degree 
of mistakes that you make in terms of what kind of impacts 
that they have at the company, but if you’re not being aggres-
sive, you’re probably not going to make any mistakes, and 
chances are you’re going to become irrelevant.  

So the key is to understand what you’re doing, and also never 
lose sight of where you’ve been. But I think always doing 

the right thing, as painful as it might be, and if you haven’t 
done the right thing, you make it right, period. Even if you; 
and never knowingly not do what’s right, but if you make a 
mistake, let’s make it right, learn the lesson and move on.  

Tom Gardner:
Craig Jelinek, the CEO of Costco, great to talk to you. Do you 
naturally have a tan like this in Seattle, or have you been in 
Miami soaking up some rays?  

CraiG Jelinek:
No, actually I got this tan from the weekend in Seattle. We 
were very blessed. We had 70 degree weather, which this time 
of year in Seattle is not very often. You take advantage of it.

Tom Gardner:
I almost felt like I should ask if Costco has a great spray-on 
tan product, but this is a legitimate tan.  

CraiG Jelinek:
No, this is real stuff.  

Tom Gardner:
Craig, thanks very much.  

CraiG Jelinek:
Thank you very much.

Tom Gardner:
Best of luck.

CraiG Jelinek:
Thank you, I appreciate it.  


