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Executive Summary
 Product Statement
The Toy R Us Company mainly engages in the production of toys for specifically children; toys that involve the parents teaching their children on how to us them, creating a unique positive bond.  The main goal of our company is to have a worldwide authority on kids and the entire family as they have fun together. 
Environmental Analysis
The toy industry in the world is quite a competitive one though very stable. It is characterized by many manufacturers. As a whole, it generates more than $21 billion annually. It is a market that is very open to new entries and thus, through an environmental study, we can understand the external environment of the company as well as the customer environment. 
Analysis of External Environment
These are the factors in the macro-environment of the business which affect the success of a firm within the industry. They include the situation of the industry, degree of competition of firms in the industry, technological, social, legal and cultural factors.  
Industry Situation
Annually, the toy industry is growing with a birth rate of approximately 13%. The barrier of entry into the industry is very low. This gives upcoming entrepreneurs a chance to join the industry and even overcome competition depending on their ability to create new products that are capable of attracting the attention of children. Large firms within the industry like Hasbro and Mattel spend more money in obtaining licenses thus giving smaller firms a greater chance to succeed in the toy industry. 
The buyers have more control over the industry as compared to the suppliers. The toy industry is highly concentrated. Manufacturers can hardly bargain for prices because a cheaper substitute and alternative shall always be available. When online markets were established, they gave the manufacturer a route of direct sale to the customer. However, many large firms prefer the traditional supply chains. 
Toys are mainly produced using paper, plastics, cables and cardboard among other raw materials. However the supply of these raw materials is limited due to rules and regulations in various countries. Often these raw materials are made of chemicals which are highly taxed by the government. This gives suppliers reduced powers. 
The industry also experiences a great threat of substitute products. With an increase in demand for toys from children, the number of substitute products is also increasing. In order to overcome competition, companies are forced to use more technology in the production of their toys. The discovery of technological devices at a very low cost has increased pressure within the toy industry. Hence, companies that indulge in the production of traditional toys have very low profit margins and they have to sell at lower prices to attract customers. Moreover, children have varying tastes and preferences depending on their age. While young ones require simulation from their toys, the elderly ones need mind puzzling toys. 
Competitive Analysis
Competition in the toy industry is quite fierce.  There are numerous alternatives for various toys and new platforms keep arising with each new day. Companies are fighting to occupy the toy shelves of various retail shops that have limited shelf space. With such a high degree of competition, companies are jockeying to be the most attractive to its consumers.  This has prompted many of them to engage in a price competition whereby some sell low quality products at very cheap prices, others offer heavy discounts and great offers on their commodities like Wal-Mart. Companies are using their resources at their own expense to gain a competitive advantage. 
Most of the toys are manufactured in China and they have a lower quality. This creates a competition in the supply chain as cargo ships with limited space are used to ferry this toys. During peak seasons, the prices of containers in ships hike thus increasing the shipping cost yet the selling price is not increasing. 
Technological Forces

The technological environment of the Toy industry is highly paced. Many toy companies keep innovation toy fads which come and go as the company tries to create the next breakthrough. Many companies are looking for intractability of toys. In this attempt they offer platforms like PlayStation and Xbox. The kind of technology within the industry requires that a toy is produced ad it should reach the market as soon as possible. However, technology is dependent on the company’s espionage that is wide throughout the industry. 
In the past, people treated toys as a mindless object that was used to capture the attention of the child. However, with creativity and innovation, toys that can help a child to develop constructive skills have been modeled. 
Economic Situation
Manufacture of toys is greatly done in China. China has very cheap labor due to its high population and a relatively lower currency which is undervalued in the USA.  These two factors bring about a lower production cost. These factors have led to decreased market prices for toys though; it makes the industry susceptible to problems with China. The Chinese are becoming enlightened and they are thus demanding an increase in pay and benefits at their working environments. The demands may burden the industry like the case scenario of the Hasbro company in 2008 where workers had to riot for their rights. 
Political, Legal and Regulatory Factors
On analysis of the legal environment, the rules and regulations in the toy industry are increasingly becoming tight. The law requires that raw materials used in the production of toys should be more resistant to fire hazards, non-carcinogenic and safer for children to handle. This has increased the production cost of toys. These regulations are however strict in the USA. On the contrary, China has loser rules and regulations on toy production. Thus during exportation and importation, the rules and regulations of the target country affect shipping. In 2007, there was a massive recalling of toys due to the production of low quality toys by China. The toys had very high levels of lead and magnets that when swallowed, they caused death. Upon hearing this, consumers lost confidence in toys. 
The industry’s legal environment is also fighting to ensure that it has copyright on its products to avoid the creation of substitute products. This is to avoid a scenario like that of Hasbro Company and Mattel Company who both created the board game scrabble that was played on Facebook and it had to be recalled. 
Looking at the political environment, trading of toys is governed by Chinese currency because most of the toys are produced by China. The Chinese currency is greatly undervalued in the USA and hence, it is a point of interest for policy makers. The legislature of the USA is thus working on changing the import and export prices of Toys
Cultural, Societal and Demographic Trends
The societal environment is becoming driven by technology.  Children are now spending more time on the internet and social media. In many homes, there are more phones being acquired as well as devices accessing internet. These children tend to multitask between the internet and their routine work at home. Averagely, children spend more than 45 hours a week on the internet. Parents are equally getting concerned that their children are spending a lot of time on the screens robbing them off the real life experiences. The damage of toys, games and internet on children, their social, psychological and academic life is great. The industry should thus draw on toys that provide both online and offline fun for children. 
Children aged 0-14 years are the ones who mostly use toys. While the target market in china is expected to remain static as it has been from 2013, the target market in Russia is expected to increase. Houses with more children spend less on toys as the children share toys. While elderly parents prefer to purchase traditional, physical toys for their children, young parents prefer modern, technologically advanced toys. Children born to single parents often have the poorest and low quality toys. Thus, low priced and high volume toys tend to sell well with single parents. The universal child population is declining with an increased use of family planning. However, this population is expected to increase again. The online spend of grandparents has increased as they adore children. 

Analysis of Customer Environment 
Performing a customer analysis is essential for the identification of potential threats and opportunities in the external environment. It helps the business in formulation of strategies to cope up with the demands of the macro environment. In the toy industry, the customer is the central position of the entire business. There are three groups of customers in the business. They include the manufacturers, the suppliers of stock as well as the consumer. 
Currently, the target market of the toy industry is children aged 0-14 years and the Chinese suppliers who have pocket-friendly prices. Most of these customers purchase toys from retail shops mostly supermarkets and shops.  Most of the toys are bought during the festive season. Parents who buy toys for their children are more inclined to price rather than quality because toys are luxury. Most customers can purchase toys as gifts for their babies especially during birthdays and graduation to the next level.
 Of all the children, those between 2-8 years mostly find fun in using toys. Thus, parents with elderly children buy online toys while those with younger children between 2-8 years buy physical toys. Consumers can be grouped into two. The individual consumers who purchase a toy for a given child and the wholesale consumers like daycares and schools who buy the toys for their clients to use them. 
The toy industry focuses on individual and wholesale consumers because they provide a better profit margin despite sales being lower. Besides, through focusing on individuals and wholesalers, the company can establish a trustworthy relationship. Lastly, this chain of distribution is fast because there are fewer layers involved. 
Swot Analysis
A SWOT analysis of the Toy R Us Company helps in analyzing both the internal and external factors in and around the company. The company has been an economic giant blooming in the toys for children business. However, it has faced great challenges and is susceptible to bankruptcy. It recently filed for a protection against bankruptcy. Thus, the SWOT analysis will help in the identification of the company’s strength so as to major on them and gain a competitive advantage, the company’s weaknesses to enable the formulation of solutions, the opportunities for expansion as well as the threats it faces as a business entity.
Strengths
Some major strengths of the company include the fact that it has a very broad spectrum of merchandise. The diverse range of toys and baby products give it a special control in the market. The company has different toys for differently abled kids. It considers age, sex, tastes and preferences of its customers.
Besides, the company has great fame and popularity in the USA and its other areas of operation, giving it a competitive advantage. In the USA, the company has approximately 840 stores and it operates in 34 other countries with approximately 716 stores. It has a revenue of approximately $13.646 billion. This makes it the second largest retailer in the USA. 

In addition to that, the company has already established a good network connection in its areas of operation. Therefore, it easily distributes its goods and products. This attracts customers who are interested in not being common. The chain of franchise for the company and its licenses is amazing.
Lastly, the company has a well-developed e-commerce site. This facilitates effective communication and purchase between the firm and its customers. The sites include babiesrus.com, eToys.com, Toysrus.com, and babyuniverse.com. The sites allow client to make and complete their orders as they await delivery. 
Weaknesses
The company is faced by a number of shortcomings and challenges in its operations. Some of these include the lack of differentiation in its products as well as lack of special offers. Almost all of its products have a similar appearance with size being a common difference. The products may not be satisfactory to the intended customers.  The company was initially a leader in the toys market. It has lost its position to other competing firms like Wal-Mart and Amazon which practice attractive discounts, decreased prices and home delivery internationally. The company is thus forced to engage in a price competition to ensure that it can sell its stock. 
Secondly, the company filed for protection against bankruptcy showing that it has a weakness in financial management. This occurred in 2017 an aftermath of heavy losses experienced in 2013. The company delayed in entering the e-commerce market as compared to its competitors and it also incurred a debt of approximately $5billion. This filing of protection from bankruptcy saw the company lose consumer loyalty and confidence; negatively affecting the company. 
Toy R Us company has developed a high dependency on seasonal sales; a great weakness because as soon as the high season is over, profits greatly decrease negatively affecting the company. Most of the sales of the company occur during the festive season when children are given toys as Christmas presents. In a financial year divided into four, the company gains major revenue from the fourth quarter. The trend has been existence since 2010; a trend that is a weakness during the low season. 
 Lastly, the company is controlled by sponsors who own it. This is a weakness because it compromises the flexibility of the company. 98% of Toy R Us Company is owned by sponsors. This makes them the decision makers of the company as they approve all financial transactions. Sponsors may develop interests that are not part of the company’s interest. This is a weakness because the sponsors are members of other firms competing with the company and thus, a conflict of interest may arise. 
Opportunities
There are a number of opportunities where the company can invest in in order to gain its financial stability. The company can make use of strategic alliances, charitable associations and joint ventures; opportunities which will promote growth. An alliance with Amazon, one of its major competitors, can provide an excellent opportunity to excel as it increases the company’s buying power. 

Moreover, the company can expand its private label merchandise as well as it can expand its business operations to emerging economies like India. The company got a positive response from Express locations. It planned to open approximately 600 stores nationwide; a great opportunity. Expansion of the company creates diversity of location and it will increase its total revenue. During this expansion, the company should consider its affiliated chains like Bikes R Us and Kids R Us to provide an equal opportunity in emerging markets. 
The company often engages in charitable giving in the community. This is through the campaigns it runs side by side. This can help the company to market its commodities and gain its leader position in the market.  

Threats
The retail industry is characterized by high competition amongst firms in the same industry. This poses a threat to the existence and success of Toy R Us Company. The company is competing with Wal-Mart and Amazon, very great retailers. In addition to that, low cost manufacturers of toys like those from China are flooding the market. This is a threat because while the company spends more on processing of raw material, it has to compromise its prices. Besides, online retailers are flooding the market increasing competition in the industry. 

The company has a poor social image threatening customer loyalty. The company closed approximately 87 stores. This poses a threat to customer loyalty as they start perceiving the company as unreliable. Toy R Us may lose its customers to other competitors. The fact that it fired some of its employees upon closure of the chain stores, it ruined its image in the community. This poses a threat to a business that is solely dependent on the community as its customers.  The image of the company is further damaged by the huge debt it has. There have been pay disputes in the company that have been highlighted by the media. This makes customers shy away from its products; threatening the financial stability of the company. 
Packaging of products affects consumer loyalty. Attractive packages invite more customers to the shop. Hence, the company needs to provide packaging for its goods to overcome competition.

