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The bankruptcy filing of Toys “R” Us partially reflects tough

competition with the discount giants, but the changing digital

landscape appears to be the single most pressing challenge the retailer

will face once it emerges from bankruptcy protection.

According to eMarketer’s Retail and Ecommerce database, Toys “R” Us

has slogged through at least five straight years of revenue declines,

even as its store count edged higher.

The company’s ecommerce sales rose 12.3% in fiscal 2016, the first

double-digit gain since 2012. That put ecommerce at 13% of total

revenues.

At that level, Toys "R" Us trails the ecommerce sales share for the toys

and sporting goods category overall, according to Kantar Retail data. In

2016, ecommerce made up 19% of total toy and sporting goods sales

in the US. Kantar projects that digital's share will grow to 28% by 2021.

http://www.kantarretail.com/
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Meanwhile, ecommerce growth at Toys "R" Us appears to be trailing the

wider category as well. eMarketer estimates that digital sales of toys

and hobby products rose 16.2% in 2016, outpacing the company’s

growth in that area by almost 4 percentage points.

eMarketer projects that digital sales for the toys and hobby category

will continue to see growth rates above 16% this year and next.

While physical retailers of all stripes face challenges from digital

channels, the toy category presents something of a double bind for

retailers in that space. First, consumers have become increasingly

inclined to “play” digitally rather than with physical toys. Second, and
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perhaps as a result of digital play, they show signs of preferring to shop

for toys and games online.

Market Track data from February found that more than half of

consumers said they prefer to buy toys and games digitally, rather than

in stores.

The only category to skew even further toward digital? Books.

"Toys—like books and consumer electronics—are essentially

commodities in the digital age," said eMarketer senior analyst Yory

Wurmser. "A Hatchimal from Amazon is the same as one you buy from

Mattel. Sales of these categories, especially toys, cluster in the holiday

season, which always has a higher percentage of online sales. People

are a lot more directed and price-conscious during the holidays since

they’re buying in bulk and for others. Toys 'R' Us and the rest of the

traditional toy retail industry has a big challenge as a result."

https://markettrack.com/

