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Abstract 
 
Experiential retailing is “a retail strategy that transforms products and services into total 
consumption experience.  It satisfies emotional or expressive desire as well as rational or 
functional needs of the consumer” (Kim, Forney, and Sullivan 159).  Kim, Forney and 
Sullivan also explain sensory consumption as customer involvement using all five senses; 
an involvement that helps attract and retain the customers. F.A.O. Schwarz uses both 
experiential and sensory stimuli to further expand consumption.   
 

Company History 

In 1862, German immigrants Frederick August Otto Schwarz and his brothers Henry, 
Gustavus, and Richard founded a toy store in Baltimore, Maryland called Toy Bazaar. 
Additional locations were later added and run by each brother.  While Henry kept 
running the Maryland store, Gustavus opened a store in Philadelphia and Richard opened 
a store in Chicago. And Fredrick August Otto opened a new store on 9th and Broadway in 
New York (Casinger). 
 
The brothers pioneered entertainment retail following the philosophy that a store should 
be an experience for its attendees. Fredrick August Otto Schwarz’s vision was, “to offer 
unique products, presented by experts in an atmosphere of wonder” (“FAO”).  F.A.O. 
Schwarz’s mission statement today is,   

“to be a source of wonder and a trusted resource for each new 
generation, a challenging and nurturing environment for all our 
employees, and a relentless supporter of quality and innovation in the 
life of every child.  As the leading specialty toy retailer, F.A.O. Schwarz 
is committed to discovering and bringing to you offerings from around 
the world, all with the following characteristics: Quality, Originality, 
Design Integrity, Health Safety and Environment, Fun” (“FAO”).   

 

Throughout F.A.O. Schwarz’s history, there were a lot of changes.  In 1876, F.A.O. 
issued the nation’s first toy catalogue.  In 1880, F.A.O. Schwarz in New York moved to 
Union Square.  Then, a little over a hundred years later in 1986, F.A.O. moved to Fifth 
Avenue and 58th Street.  In 1995, F.A.O. Schwarz launched an online store through 
F.A.O..com.  Two years later, F.A.O. Schwarz opened a flagship store in the Forum 
Shops in Las Vegas (“FAO”). 
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Figure 1: F.A.O. Schwarz storefront 
Photo courtesy of Lisa Joseph. All rights reserved. 

 

 

In 2005, CEO Ed Schmults was hired as CEO; which got F.A.O. Schwarz back to their 
original philosophies (“FAO”).  The brand stopped competing with mass merchants on 
price and number of stores.  Its two remaining locations were made into experiential 
shopping destinations.  In October 2007, F.A.O. Schwarz opened a 5,500 square foot 
store inside Macy’s Chicago store.  Ed Schmults started having key partnerships with 
other brands having shop-in-shops such a Harry Potter Shop, Skip Hop boutique, Lego 
Shop, F.A.O. baby, and the Newborn Adoption Center featuring Lee Middleton dolls. 
The company makes sure that they have new and unique products in the store and holds 
toy auditions four times a year for inventors to show their toys to the brand. (Casinger) 
The brand has followed Fredrick August Otto’s original philosophies and gotten back to 
the stores roots.  On May 27, 2009, the world’s largest dedicated toy store, Toys R Us, 
acquired F.A.O. Schwarz for an undisclosed amount. Jerry Storch, chief executive of 
Toys R Us, said at the time, “We will work tirelessly to preserve the distinctiveness and 
integrity of the F.A.O. Schwarz stores and brand as we grow the business” (Adegoke). 

 

Service and Entertainment 

F.A.O. Schwarz has perfected customer service as well as entertainment. The store has 
many features which most stores do not offer such as free gift wrapping services, free 
shopping assistance, shipping options, and free delivery to local Manhattan hotels 
(Cross). 
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F.A.O. Schwarz’s customer service, lifestyle branding, sensory consumption, and 
entertainment are that unlike any other store. For example, F.A.O. Schwarz has a giant 
floor piano which lights up and plays a note each time it’s stepped on as dancers at the 
store perform musical numbers on the piano.  This entertains the customers as well as 
creates sensory stimuli from the lights, music, and color.  On the first floor, there is a 
candy shop that sells everything from pineapple gummi bears to teaberry gum.  The 
candy shop is full of color that brings attention to the area. 
 
 
 

 

Figure 2: Candy shop in center of store  
Photo courtesy of Lisa Joseph.  All rights reserved. 

 
 
 
F.A.O. Schwarz also has many shop -n-shops such as the Harry Potter area of the store; 
which makes the customer feel like they are at Hogwarts, the school Harry Potter attends.  
For $2,400 a child can design his or her own outfit to be custom made (“FAO”).  For 
$130, they can design his or her own Muppet at the Muppet Whatnot Workshop in 
F.A.O. Schwarz.  In the baby section of the store there is baby nursery where an 
employee allows customers to hold the baby dolls and feel how real they feel.  The 
employees are therefore not only sales people; they are also entertainers.  The store uses 
the experience and entertainment to sell products.  The store is a place where customers 
come to hang out and play.  Customers can even have sleepover parties at the store…for 
$17,000 a night (“FAO”).  The longer the customer stay, the more they buy. 

 
 
Creating Future Designers 
 
The products in the store are designed to educate, entertain, and bring out the creative 
side of children.  The store is helping to mold young customers into a generation of 
artists, inventors, and fashion designers.  The store is full of products that allow children 
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to explore their inner designer.  Muppets, dolls, dress up, and arts and crafts all offer 
additional products that involve fashion. Children also get to select outfits for dolls, 
Muppets, Barbie’s and even themselves.  At the Muppet Whatnot Workshop, children 
can create their own custom Muppet for $130. The child chooses the Muppet’s body 
color, eyes, hairstyle, nose and outfit.  The Muppet Whatnot Workshop has a display case 
(figure 3), which features a mini sewing machine, fabric samples, scissors, tape measure, 
threads, and clothing flats.  Looking up, different outfits are zipping by overhead.   
 

 

 

Figure 3: Muppet Whatnot Workshop display 
Photo courtesy of Lisa Joseph. All rights reserved. 

 

 

At the F.A.O. Doll Factory, children can create their own dolls.  They pick out a hair 
color, style, skin tone, eye color, and buy outfits for the doll.  At the Barbie Shop-in-shop, 
there is Styled By Me Barbie station at which children can design their own Barbie doll 
for $45 and under.  They pick out the body, hair, outfit, and accessories on a computer.  
After the Barbie is made, it is put out on a runway where two video screens advertise who 
designed it (figure 4).  The Barbie Shop itself is pink and white with hardwood floors, 
framed video screens, and glass cases featuring different Barbies such as the Juicy 
Couture Barbie and Barbies with outfits designed by Jason Wu.   
 
F.A.O. Schwarz also features two shop-in-shops where girls can pick out outfits and 
accessories for themselves.  First is the Dress Up shop, with princess dresses, tutus, and 
bags.  The Dress Up shop also has a My Paintable Design Boots Kit where girls can paint 
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their own rain boots.  The Dress Up Section has pink walls and chandeliers and looks like 
a girl’s dream closet.  A second ship is Little Missmatch, where little girl’s can picked out 
different patterned socks, flip flops, and bags.   
 
 
 

 
 

Figure 4: Barbie runway 
Photo courtesy of Lisa Joseph. All rights reserved. 

 
 
 

F.A.O. Schwarz’s website features a “Create Your Own Fashion” section which includes 
sixteen different products for girls to create their own fashions.  Three of those products 
include Custom Fashion Design By Imagine This.  The website asks,  
 

Are you an It Girl? The It Girl doesn’t follow trends, she creates them.  She 
has her own sense of style, she knows what she wants to wear and it’s not 
something she’s not something she’s going to find at the mall.  It comes 
straight from her dreams and Imagine This makes her dreams real.  
Whether she’s in pre-school, or high school, she’s her own fashion 
statement and her own brand, with the label to prove it.” (‘FAO”) 
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F.A.O. Schwarz wants the customer to feel as though she is creating her dreams; and they 
are making her dreams become a reality.  The customer can work with a professional 
designer to create her own designs.  For $450 dollars, the customer can buy the Custom 
Handbag Fashion Design Kit, which ends up leaving the customer with a one of a kind 
handbag.  For $895, the customer can buy the Custom Couture Fashion Design Kit, 
which will leave her with a one of a kind garment.  For $2,400, the customer can buy the 
Deluxe Experience Fashion Design Package, which includes two custom outfits and two 
custom handbags.   
 
There are many arts and crafts kits available, which allow customers to explore what it 
would be like to be a fashion designer.  For example, the store carries Alex Arts and 
Crafts, offering a Silk Screen Factory, Jewelry Design Studio, Tie Dye Party, Silk Scarf 
Painting, Color a Flower bag, Craft Fashion Show, and Chunky and Funky Scarf Knitting 
Set (figure 5). 
 

 

 
 

Figure 5: Display with Alex Arts and Crafts Kits 
Photo courtesy of Lisa Joseph. All rights reserved. 

 
 
Some kits are from ages three and up such as the Craft Fashion Show where little 
children can dress paper dolls.  Project Runway offers many craft sets for future fashion 
designers.  Children can design their own t-shirts with the Graphic T-shirt Design Studio; 
which includes fabric markets, gem and stud setting tool, gems, studs, ribbon and 
patterns. 
 
They can sketch their own designs with the Fashion Design and Illustration Studio Set, 
which includes colored pencils, storage case, and blank swatch cards fashion sketchpads.  
There is even a Projector Kit; which includes a projector, six between wheels with 
fashion images, color figure slides, a sketchpad, and color pencils.  There is also a Pet 
Fashion Design Sketchbook Kit and Fashion Design Challenge Sketchbook.   
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Conclusion 
 
F.A.O. Schwarz created a shopping environment that encourages children and parents to 
have fun.  The parents are happy to buy the children many of the toys because they are 
more educational than most and can help mold the children into the people they will 
become.  The customers who shop at F.A.O. Schwarz justify spending more money on 
toys because they are not only getting a product, but also an experience.  
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