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Commpany Background

Tens B U, buc. is a children's specialty retailer
concenmanng on 10y aond childeen®s dothing
headepaaruered in Paramues, Mo JTeroug
“loys. B Lis 32, by aik arcounss, the largest
vy cerdiler im the workd, wich abour 20-25
peroent of dhe ULS, m:trkcr, el 2 perownt of
ranal incemmadonal szles. Beowas Eounded o che
late [940s by the ewrrene chaicman, Charles
Lazzrus, 1% the ficst “tor supecmearket,™ amd
was acquire bor department seors chain opera-
tor lueersvans e, in 1996 Intecstate went
banbrupr in 1%74 after beceming everceronded
through boying 2 number of disconnt chans,
but ir continwed tor buafd aneore Tows K Vs
sores therongle a courc-ordered reorganizs tien.
Adeer aliis was fnished in 1977, Tntecstate di-
vested all its other assers and became Toys B
Ty, Jac; Lazarus became chairman sndd CEOL
Toys B Uz grew Bt twongly the Jae [970s
and [980: by an arprossive expapsion cns-
paign which andecoun exdsting retailers, The
frar ¥ids B Us scores were opoand in 1982
anc] the dirst international swares weee afcned
in 1984, Jince going public in 1975, s9les have
cistn every year, although caenings showed
only oominal gains betwysn L1939 and 1991,
The ceapany cecrentdy operass 1,037
seorcs, with 581 Toys B U5 seores ol 297 3adz
& Us srores in che United States, and widh 234
Tops R Uls stores opersted throwgh interna-
donal subgidiaries in 18 cosntdes. Salzs in

1993 were £7.% billion, waking Teyz B Us che
Sk Iargl,.sr retaater in the waorld and the 2200
largest in the Unived Steies. By COMPRALIS0n,
Japan's largest rerilen, Dalcd, hacl alout 511
hilifon annuslly in sales. After-tax profits of
2385 millien wers renlized in 1993, and 14
prreent of tgmal sales and 14 percent of profis
ware [bom the intamativsal eperations.

Company Strategy

Toyr B Uz Loas sweceeded by wgtng 0 “catepocy
killer™ swazegy, which eombines strong adwee-
I;E_'.:ing B Er:n:}:lll.{:ll!& niacns rr:cl:_l-g'.liiti-:_‘:-l:l ancl |:'|i$-
couwnts an tha most popular itens (Joss leadars
such as diagecs) oo crewte o percepiiom that
overything is discounted, with large swores of
Fering o wide selecdon of Brand pame mer-
chandise. Jwch stores are the progonitors of
the bove-case, low-servios, wareltouse-siyle olis-
COUNC 00T CONCGpr chak i5 currendy Taking a

Tirgre gloare of the TIS. ingcket. In e United

Srares, 4 composrized dovenuoecy sysiem i
wged 40 tragk demand on 3 Tegional and store-
Iyy-seere basic o maineain dow seding iwvven-
tocies and capitzlize guickly on teonds, This
syetim 2 being upgraded with evwn Teveers
conmrunications technolory and improved ro-
giomal warelonse Relities. Tovs B Us alse
owns and opertes s own foer of tueks, oo
save on shipping. [ndustey power foom the
high wrackut shore is acrastonally wiclded by

Toys B Us o keep it prochacers in line, Prices
gn st geods ars conpednve with ocher
rerailets, bue an geogeal chey arc nor deeply
disooonred, Cher the pugt year, Tops B Us has
ied Cupan promoticns aggiesdively in the
peciod before Chrigtenas b increase 1marker
ehare ovet their nmjor sales period,

Tovs It Uz International

The long-teren stratepy for “Toys B Us is 1o
sarang primarity in Usersa tianal markats, T
% Vs Ineanational operstions follew e liganeg
SOV Ftrabery, butas conpetition from orher
large-velwae discount-type stores’ s less in
et gf the intecnadiona] markets, prices ane
correspondingly Rigler, fnventory i elugen
widly atéacee than half frar dae Ty B Tls ULE,
inventory, and the yest i chosen to reflece Lol
asies. As of 1993, Tops B Us has started making
feanchising deals 1o creer forefmm markers wid:
local parmers; deals to encer civ guch marfets
have hiten made, pricanly in oil-rich develop-
ing cowserees in the Middle Fage. OF the [B5
stores Tows B Us plans o open aver ¢his year,
7t wall be in other counteies,
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Fhe Japanese Toy Market

As in manmy product categories, the oy okl
warker in Japan is deminated, by small spe-
cialty siores snd geoeral retalers, Of e
19,411 stores wiich had oy szles a5 a signif-
cant pereentage of overall sales in 1991, 11,628
veare Lor and holaby specialty revailers {imetud-
ifg COMpUALT game shopsy, and 12,332 ware
amail general retzil shops; an addidonal 2,772
were convtnicnoe stores, and 1,227 were largs
oy specialty retailers; Jess than K1Y _Iarger
general Tecailers mzde a siguilicant piiction of
their indmene Brom sy gales, By cpanparison,
987 che United Staess Tad only 9,429 saorcs
which fell into the wpecialny retailer 2awgory,
and a sigrificnase perosntage af okl sales wers
made by large general retail claing such 2s
Kamact, Secars, and Wal-Marc

Japansse safizdeal operdng dogs moc
separate tovs from other leisure goods, lac
statisues indicace that wearly sules for woys,
sporing coads, and wesical instmiments were
approsarnately ¥3.3 willion (533 billton at 1981
exchange rave of ¥ 30081} i 197 "The langos
mechsive toy roeadier in Japam, Kiddyplad, had
1992 per stere seles of V230 millien (1.8
mallior) fram 52 stares [or o totah of ¥11.96
billiom £3%2 million), 2 comgared o Taps B
TTs* 578 billian Broun 1,022 stoces (B0 million
gor suore, A n all; shere are 21 topfhobhby
store chalng (defined as having mors than cone
store} in Japan, with the argesy, Pelican, hav-
ng 71 swores,

The 200000 ¢ anck 3ocbing goods rewail-
erd ace seeviced By o meowork of 34692 whole-
salers and deal almost exelosivele i Fapan-

el procheees. There are upwards of 15,0067

wy manafzemarers in Japsn, bot only sx of all
waf e Goelicliogr gaane gianes Hinenda aruk
Eoei) employ more than 30 people;, the vt
ROty Are Gog ot BWo DErsGT opcrdions.
The most popular products are coanpacec
rames znd Jolls or wye with linkages ro ani-
mared television chacactors,

The averape Japanes: houwschold spene
Y83, 7245 ¢ar in 1997 (6630) oo health aod
leisore products {again, the neo sre not differ-
enuaced 1y sratiseical anslses). "Fliens ace dp-
prroec niately 39 million houscholds in Japan,
which mnks Jagao with (e Thiteed Lrates and
Yurops a5 ene of the thees largest aoad wealdi-
et markers in die world for leisure products. In
general, ey are monvaced a2 ooch by qualicr
a5 by price, and show 3 prefurence for estab-
Tished Beand-pams rocchandiss owor Tesser
knaowen goceds. '

Barrigrs to Entry

Gefore Toys B Wi encired the Japanees mat-
ket number of isswes were proisted o and
woices were raised o suggest diat Japan was
not veady for the remiling revolunon Tows B
Us representad, The igires ok o oerber af

rorms: swpeesdons that Tows B Uls woadd ot
by able we ger the neccssary permissiens amd
cmpry space it nceded e open hapge stoses
statennents thae majer Japancse mansfacneers
would not be willing to entar inoe dicesr deads
with Toys B Us, instead prefercing w0 work
through midde whaolcsalers and preseree their
traditional trade linkd; amalpges thar elaimed
thet Toys B Uz, like saany ocher mnlcination-
als, would And that the eonls which worked 5o
webl i the vese of the world would come up
gloort when confronted with the sensitive Japa-
pese consumer; and contendons deat discounk
recgiling was  antithetcad v the  Japancs:
payche, which linked qualigr with price, 2nd so
Toos B Tls, by conpreting oo price, would olass
thermselves gur of dhe market,

DHACUSETON QU ESTIONS
I. Whacis dic basis for Toys B TTs success in
thee ETmated Sraipg?

2. Wharare the problems in transfercing Toys
R U Aro-gpecific advassgges oo a Borcign
ryarkee?

3. Why should Toys B Us interoalize the
fiytn-specific advemages rather than liccnezing
gnother retoilar abroad?

4. Do Japan ook like o goad ekt Gppoy-
oenicy for Tows B Us?

5. Whae are the entry barmers into Tapan?
Any culnorally based barciers, in ceems of how
to el business? Do you dunk there ace any
culcural obstrcles to product accaptance?
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