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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue for the Fabric, Craft and Sewing Supplies Stores industry declined in 2020 due to poor economic
conditions and social-distancing regulations that slowed store foot traffic. For more detail, please see the Current
Performance chapter.

· Decreased revenue and an increase in operating costs related to coronavirus mitigation have caused profit to
decline significantly in 2020. For more detail, please see the Cost Structure Benchmarks chapter.

·The industry is expected to continue to decline over the five years to 2026, although at a slower pace than the
current period due to a recovering economy. For more detail, please see the Outlook Period chapter.

Note: The content in this report is currently being updated to reflect the trends outlined above.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition Operators in this industry primarily retail sewing and craft supplies, fabrics, patterns, yarns, needlework accessories,

seasonal decorations and sewing machines. Stores that sell sewing machines with other household appliances are
excluded from this industry.

Major Players Michaels

Jo-Ann Stores

Hobby Lobby

Main Activities The primary activities of this industry are:

Retailing fabric

Retailing patterns

Retailing sewing supplies

Retailing upholstery materials

Retailing yarns

Retailing needlecraft supplies

Retailing sewing machines

Retailing sewing craft supplies

Retailing seasonal decorations

The major products and services in this industry are:

Fabrics

Sewing and craft supplies

Patterns and other
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Supply Chain

SIMILAR INDUSTRIES

Consumer Electronics Stores in
the US

Warehouse Clubs & Supercenters
in the US

Used Goods Stores in the US E-Commerce & Online Auctions in
the US

Mail Order in the US      

     

RELATED INTERNATIONAL INDUSTRIES

Manchester Retailing in Australia Fabric, Craft & Sewing Supplies
Stores in Canada

Manchester Retailing in New
Zealand
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Industry at a Glance
Key Statistics

$3.2bn
Revenue

Annual Growth

2016–2021

-4.5%

Annual Growth

2021–2026

-1.5%

Annual Growth

2016–2026

 

$86.6m
Profit

Annual Growth

2016–2021

-14.9%

  Annual Growth

2016–2021

 

2.7%
Profit Margin

Annual Growth

2016–2021

-2.1pp

  Annual Growth

2016–2021

 

26,470
Businesses

Annual Growth

2016–2021

3.4%

Annual Growth

2021–2026

0.0%

Annual Growth

2016–2026

 

57,846
Employment

Annual Growth

2016–2021

-0.4%

Annual Growth

2021–2026

-1.1%

Annual Growth

2016–2026

 

$551.6m
Wages

Annual Growth

2016–2021

-3.3%

Annual Growth

2021–2026

-1.2%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

2.1%
World price of cotton

3.0%
Per capita disposable income

0.4%
Median age of population

14.1%
E-commerce sales

0.6%
Time spent on leisure and sports

 
Industry Structure

POSITIVE IMPACT

  Capital Intensity
Low   Regulation & Policy

Light / Steady

  Technology Change
Low   Industry Globalization

Low / Steady

MIXED IMPACT

  Revenue Volatility
Medium   Competition

Medium / Steady

NEGATIVE IMPACT

  Life Cycle
Decline   Industry Assistance

Low / Steady

  Concentration
High   Barriers to Entry

Low / Steady

 

Key Trends

 Significant fluctuations in input costs have meant unstable
revenue and profit

 Discount and e-commerce retailers have been stealing
industry customers

 DIY projects have boomed during the pandemic, boosting
spending at industry stores

 Negative trends from the current period are expected to
persist in the outlook

 As the economy improves, industry decline is forecast to
slow in the outlook

 Competition from e-commerce and other retailers is
expected to continue

 Increasing DIY projects during the pandemic offset some
declines in in-store sales
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  Low Imports

  Low Customer Class Concentration

  Low Capital Requirements

   

WEAKNESSES

  Low & Steady Barriers to Entry

  Low & Steady Level of Assistance

  Decline Life Cycle Stage

  Low Profit vs. Sector Average

  High Product/Service Concentration

  Low Revenue per Employee

   

OPPORTUNITIES

  High Outlier Growth

  High Performance Drivers

  E-commerce sales

   

THREATS

  Very Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Revenue Growth (2021-2026)

  Median age of population
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Executive Summary Coming unraveled: External competition will continue to undermine the
industry

The Fabric, Craft and Sewing Supplies Stores industry has exhibited a stark decline over the five years to 2021.
Industry revenue has fallen at an annualized rate of 4.5% to $3.2 billion, including an estimated 1.8% decrease in
2021. Additionally, the COVID-19 (coronavirus) has accelerated the industry's decline, with revenue decreasing an
estimated 8.0% in 2020 alone. Due to the spread of the coronavirus, many schools and offices transitioned to online
learning and work-from-home operations. This shift led to a decrease in demand for industry products and an
increase in the popularity of e-commerce. The industry has also contracted due to declining consumer confidence
during the pandemic; decreased confidence has caused some customers to reduce their expenditure on industry
products. Although the coronavirus contributed to an overall decrease in demand, the industry is expected to fare
better than many other retail industries. This is due to an increase in do-it-yourself (DIY) projects and an increase in
leisure time during the pandemic. Nonetheless, the poor economic environment and social-distancing regulations
that hampered in-store spending have had an overall negative effect on the industry.

External competition has also plagued the industry. Online retailers not only have lower overhead and administrative
costs, but also have taken a growing portion of sales away from physical establishments. Over the five years to
2021, e-commerce sales have increased at an annualized rate of 14.1%. Amid increasing competition, the average
industry profit margin, defined as earnings before interest and taxes, is estimated to decline to 2.7% of industry
revenue in 2021.

Over the five years to 2026, industry revenue is expected to continue declining, albeit at a slower annualized rate of
1.5% to $3.0 billion as the economy recovers from the coronavirus. Many of the factors that have adversely affected
performance during the current period, such as mounting external competition, are expected to persist during the
outlook period. Continued consolidation is expected to drive contractions in industry employment, establishments
and wages.
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Industry Performance

Key External
Drivers

Per capita disposable income

Because fabric, craft and sewing supplies are typically purchased for leisure and hobby purposes, demand depends
on consumers' ability to spend on nonessential goods. Therefore, a rise in per capita disposable income increases
the propensity of consumers to purchase more industry products, leading to increased demand and revenue. In
2021, per capita disposable income is expected to decrease.

 

E-commerce sales

The development and penetration of online shopping has decimated demand for traditional brick-and-mortar stores.
Online retailers and e-commerce websites enable customers to shop conveniently from the comfort of their own
homes, while also providing a wide selection of products at discounted prices. As the share of total sales on e-
commerce sites increases, sales at industry establishments fall. E-commerce sales are expected to increase in
2021, posing a potential threat to the industry.

 

Median age of population

The median age of the population shows the age distribution of the United States population. In general, the median
age of the population is positively correlated with industry revenue. Because older demographics are a large market
for the industry, an increase in the median age of the population supports industry growth. In 2021, the median age
of the population is expected to increase, representing a potential opportunity for the industry.

 

Time spent on leisure and sports

Craftwork, such as knitting, sewing and quilting, is considered a popular leisure activity. Research from the Craft and
Hobby Association indicates that about 31.0% of households participate in needlecraft, while about 20.0% of
households engage in sewing crafts. Increases in available leisure time enable consumers to devote more time to
their craftwork, boosting demand for fabric, craft and sewing supplies. Time spent on leisure and sports is expected
to decrease in 2021.

 

World price of cotton

The world price of cotton represents the price of cotton in US cents per pound on the Liverpool Cotton Exchange.
Cotton is the primary input for a majority of industry products. When the price of cotton rises, so do industry costs for
production. Growth in production costs can erode profitability and force smaller industry operators out of the market.
The world price of cotton is projected to increase in 2021.
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Current
Performance

Operators in the Fabric, Craft and Sewing Supplies Stores industry have
experienced tough conditions over the five years to 2021.

Strong competition from discount department stores and online retailers has eroded demand for industry products
and depressed industry revenue. Additionally, significant fluctuations in input costs have resulted in uncertain
revenue streams and fluctuating profit on a yearly basis. Moreover, acquisition and consolidation activity have
greatly affected the industry. As such, industry revenue is estimated to decline at an annualized rate of 4.5% to $3.2
billion over the five years to 2021, including a decline of 1.8% in 2021. Falling industry revenue can be attributed to
increasing competition from e-commerce and big-box retailers, as well as stalled in-store spending amid the
coronavirus pandemic in 2020.

COVID-19

In an effort to slow the spread of the coronavirus, nonessential
businesses, including industry operators, were forced to temporarily
close in early 2020, essentially cutting off in-store revenue.

And then as stores were permitted to reopen, social-distancing regulations have caused many establishments to
operate at partial capacity, further limiting demand. Additionally, consumers have increasingly chosen to do their
shopping through e-commerce websites.

At the same time, stay-at-home orders have led to an increase in the popularity of DIY projects, which often require
supplies from industry establishments. Specifically, major player The Michaels Companies Inc. (Michaels), reported
an increase in demand for fabric material that consumers sought out to make their own masks. Furthermore, as
schools and offices transitioned to online learning and remote work, consumers had more time to spend on crafts
and projects. But even with these positive side effects, the industry has been negatively affected overall by the
coronavirus due to poor economic conditions, lower foot traffic and increased external competition. As such,
IBISWorld estimates industry revenue fell 8.0% in 2020 alone.

INDUSTRY STRUCTURE IN FLUX

The Fabric, Craft and Sewing Supplies Stores industry has undergone
structural change over the five years to 2021, with major players such as
Michaels pursuing acquisitions.

The plight of small businesses in this industry is demonstrated by the declining share of nonemployer revenue and a
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falling revenue-per-enterprise figure. Moreover, operators have increased their online presence, causing industry
employment to decline an annualized 0.4% to 57,846 workers over the five years to 2021. Major players have been
cutting their full-time workforces and opting to hire more part-time and seasonal workers at lower wages; as a result,
wage costs have falling at a faster rate than unemployment, declining an annualized 3.3% to $551.6 million in 2021.

Overall, the industry is shifting to a more concentrated environment with less price-based competition and more
operational efficiencies. Due to acquisition activity, falling input prices and reduced price-based competition, the
average industry profit margin (measured as earnings before interest and taxes) expanded through most of the five-
year period. Since early 2020, however, the coronavirus has caused an increase in operating costs that have
hampered profit. For example, social-distancing regulations have caused many operators to adjust store layouts.
Additionally, mask mandates and increased cleaning and sanitation measures are also expected to increase costs
for operators. As such, profit has declined to 2.7% of revenue in 2021.

CRAFT COMPETITION

Over the five years to 2021, discount department stores and e-commerce
retailers have been attracting a large number of crafting consumers,
pressuring this industry's sales.

According to the Association for Creative Industries, formerly known as the Craft & Hobby Association, US
households spent $43.9 billion on craft and hobby supplies in 2016. However, the Fabric, Craft and Sewing Supplies
Stores industry only generated an estimated $4.0 billion from consumers that year, accounting for about 10.0% of
household craft sales. This data indicates that many households shop at other retail outlets for their fabric and craft
needs, such as big-box retailers and discount stores that offer low prices and e-commerce retailers that provide the
convenience of in-home shopping. E-commerce sales are estimated to increase an annualized 14.1% over the five
years to 2021, which has been pulling revenue away from this industry.

Walmart Inc. (Walmart) is one of the greatest external threats to the industry because the retail giant can offer large
volumes of industry products at extremely low prices. In fact, Walmart's seasonal and hardlines segment, which
included fabric and craft goods, represented 12.0% of the company's domestic sales ($28.7 billion) in 2008.
Although Walmart decided to phase out its fabric department in some locations in 2007 due to the tough conditions
confronting all traditional brick-and-mortar retailers of industry products, Walmart reintroduced the fabric section in
2012, which has increased competition among industry operators over the past five years. Walmart also offers
sewing and craft products to consumers through its website, taking advantage of shifting consumer preferences
toward online shopping and saving valuable shelf space in stores.

THE CHANGING WORLD OF SEWING

An increase in the import penetration of inexpensive apparel and the
subsequent rise of affordable off-the-rack clothing have led to a steep
decline in the popularity of homemade clothing over the past few
decades.

As a result, most fabric sold by industry operators has generally been used for hobby activities like knitting and
quilting. However, a trend toward DIY fashion has emerged during the period due to increasing domestic demand for
customized and unique items. A growing number of consumers, including younger generations, are creating their
own clothes and accessories, boosting demand for industry products.

Furthermore, demand from baby boomers, who account for nearly one-fifth of industry sales, has increased over the
five years to 2021. Many people in this age group participate in sewing and crafting activities for leisure, often
creating gifts or home decorations. Furthermore, this age demographic is more inclined to shop at brick-and-mortar
stores rather than e-commerce websites. Therefore, relatively consistent, strong demand from this expanding
demographic has supported industry operators.
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Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of cotton

(Cents per
pound (lb))

2012 4,532 903 22,099 20,882 59,021 N/A N/A 722 N/A 89.2
2013 4,500 887 22,370 21,126 60,777 N/A N/A 716 N/A 90.4
2014 4,432 913 22,672 21,437 60,731 N/A N/A 709 N/A 83.1
2015 4,348 913 22,864 21,644 58,096 N/A N/A 697 N/A 70.4
2016 4,039 880 23,585 22,363 59,020 N/A N/A 653 N/A 74.2
2017 3,901 821 25,656 24,696 60,758 N/A N/A 638 N/A 83.6
2018 3,700 800 26,695 25,677 61,119 N/A N/A 613 N/A 91.4
2019 3,553 768 28,225 27,081 61,835 N/A N/A 594 N/A 77.9
2020 3,267 668 27,270 26,361 58,524 N/A N/A 559 N/A 71.1
2021 3,209 666 27,296 26,470 57,846 N/A N/A 552 N/A 73.4
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Industry Outlook
Outlook Over the five years to 2026, revenue for the Fabric, Craft and Sewing

Supplies Stores industry is expected to continue to decline.

Industry revenue is anticipated to contract at an annualized rate of 1.5% to $3.0 billion. Negative trends that have
hurt the industry during the current period are generally expected to persist during the outlook period, albeit to a
lesser extent. As the economy recovers from the coronavirus pandemic, the industry is expected to experience a
slower decrease in revenue compared with 2020. Additionally, growth in e-commerce sales is projected to slow,
rising at an annualized rate of 9.9% during the outlook period, compared with 14.1% during the previous period.
Improving consumer confidence – at an annualized rate of 3.8% over the five years to 2026 – is forecast to support
renewed spending in the industry and help slow its decline.

DEMAND TRENDS

As the US economy begins to recover from the coronavirus, household
disposable income levels are expected to increase over the five years to
2026, providing consumers with greater leeway for discretionary, hobby-
related purchases.

Combined with the growing popularity of DIY fashion, this trend may encourage consumers to increase their
demand for industry products. However, consumers are expected to limit their purchases of high-end fabric and craft
and sewing supplies, opting for more affordable versions of industry products.

Consumers are also increasingly buying their supplies online. And rising e-commerce sales are expected to
continue driving major player acquisition activity, which will suppress industry establishment and enterprise figures.
Over the five years to 2026, the number of industry establishments is expected to decrease at an annualized 0.2%
to 26,998 locations. Similarly employee numbers are expected to contract during the period as industry participants
hire part-time and seasonal workforces to cope with periods of high demand. Industry employment is expected to fall
an annualized 1.1% over the five years to 2026 to 54,681 workers, while wage costs decrease an annualized 1.2%
to $519.3 million.

Female baby boomers are a key market for the industry, accounting for more than 10.0% of total industry sales.
Over the five years to 2026, these consumers are expected to represent a growing share of industry revenue as
more begin to reach retirement age. Without full-time jobs, baby boomers have more leisure time to spend on
hobbies. As a result, demand for hobby supplies from this market segment will likely increase, mitigating greater
declines in revenue.

E-COMMERCE PENETRATION

External competition from big-box retail outlets is expected to decrease
over the five years to 2026, relative to the previous period.

Nevertheless, industry operators will continue to experience fierce competition from the E-Commerce and Online
Auctions industry (IBISWorld report 45411a), which is forecast to grow rapidly over the next five years. Overall e-
commerce sales are expected to grow at an annualized rate of 9.9%.
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The ease of finding a desired item and comparing prices at home will present a strong incentive for customers to
switch from traditional stores to online retailers. In addition, e-commerce websites provide an extensive selection of
products at relatively low prices. As a result, increasing e-commerce penetration will continue to pressure the Fabric,
Craft and Sewing Supplies Stores industry. However, the industry has the advantage of direct contact with its
customers, considering consumers often prefer to touch a fabric and feel its texture before actually purchasing it.
This prevents “buyer's remorse”, one of the main reasons why returns are so common for online purchases. The
physical experience of industry stores will likely help them cope with pressure from external competitors.

PROFIT AND ACQUISITIONS

Over the five years to 2026, the average profit margin, measured as
earnings before interest and taxes, is expected to increase.

However, it should be noted that the increase in profit is largely a rebound from the significant decrease in profit in
2020 due to the coronavirus. Furthermore, industry profit is not expected to surpass prepandemic profit levels.

Preventing stronger profit growth, the price of cotton is expected to rise an annualized 3.0% during the period. In
addition, weakening demand and a dwindling number of small businesses for major players to acquire will place
further pressure on margins. As the market becomes more concentrated, growth through acquisitions is becoming
more difficult to execute. Nevertheless, major industry participants are forecast to consolidate somewhat over the
coming five years to maintain profitability and market share. Because the industry is currently in the decline stage of
its life cycle, operators will likely continue to pursue mergers and acquisitions to pool their resources, build
economies of scale and gain access to a larger customer base.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of cotton

 (Cents per
pound (lb))

2021 3,209 666 27,296 26,470 57,846 N/A N/A 552 N/A 73.4
2022 3,130 688 27,197 26,465 56,880 N/A N/A 542 N/A 75.7
2023 3,072 677 27,174 26,524 56,204 N/A N/A 534 N/A 78.0
2024 3,023 668 27,143 26,565 55,577 N/A N/A 528 N/A 80.3
2025 3,001 663 27,117 26,571 55,186 N/A N/A 524 N/A 82.6
2026 2,974 657 26,998 26,479 54,681 N/A N/A 519 N/A 85.1
2027 2,959 653 26,848 26,339 54,266 N/A N/A 516 N/A 87.7



Fabric, Craft & Sewing Supplies Stores in the US May 2021

16 IBISWorld.com

Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

Industry value added is declining

The number of employees is declining

Industry products experience very little change

The Fabric, Craft and Sewing Supplies Stores industry is in the decline stage of its life cycle. Over the 10 years to
2026, industry value added (IVA), which measures the industry's contribution to GDP, is expected to decline at an
annualized rate of 2.9%. For comparison, US GDP is expected to increase 1.9% during the same period. A declining
industry is often characterized by minimal technological innovation, wholehearted acceptance, defined product
segments and a falling number of companies participating in the industry.

Over the 10 years to 2026, the number of industry operators is expected to increase at a slow pace, at an
annualized rate of 1.7% to 26,479 enterprises, driven by major player acquisitions and increased external
competition from discount department stores and e-commerce websites. By offering craft and sewing products at
discounted prices, this external competition has effectively eroded sales for the Fabric, Craft and Sewing Supplies
Stores industry, driving out some small businesses that cannot complete. Large companies have also consolidated;
in 2016, The Michael's Companies Inc. purchased Lamrite West Inc. and its affiliated Pat Catan's retail business.

The industry has a very saturated product market. Although there have been cosmetic changes and improvements
in fabric, craft and sewing supplies, no rapid introduction of new products has occurred in recent years. Since
industry operators do not significantly invest in research and development, no new products are expected to be
developed in the near future.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Architects in the US

Consumers in the US

Interior Designers in the US

Fashion Designers in the US

Professional, Scientific and Technical Services in the US

Key Selling Industries
1st Tier

Toy & Craft Supplies Wholesaling in the US

Home Furnishing Wholesaling in the US

Jewelry & Watch Wholesaling in the US

Advertising Agencies in the US

Commercial Leasing in the US

2nd Tier

Paper Mills in the US

Cut and Sew Manufacturers in the US

Textile Mills in the US

Cotton Farming in the US

Products & Services

  FABRICS

Fabrics are expected to account for the majority of industry revenue in
2021, representing an estimated 60.0% of total sales.

This segment includes materials such as cotton, satin, silk and corduroy that are used for apparel construction,
home decor and quilting projects. This segment's share of revenue has risen moderately over the past five years,
driven by a trend toward do-it-yourself (DIY) fashion; a growing number of consumers have taken on projects to
create their own clothes and household decor items. As a result, demand for fabric materials has increased,
particularly from individuals aged 25 to 45. The COVID-19 (coronavirus) pandemic may slightly increase demand for
this product segment. Major industry player the Michaels Companies Inc. (Michaels), stated that demand for some
fabrics increased during the pandemic as consumers began to make their own masks.

SEWING AND CRAFT SUPPLIES

Sewing and craft supplies, which include yarns, laces, trimmings, notions
and needlework kits, are anticipated to account for 37.4% of the industry's
sales in 2021.

Like the fabrics segment, this product segment has expanded its share of revenue over the past five years. As the
DIY fashion trend has gained more interest, demand for sewing and craft supplies has increased. A rise in per capita
disposable income has further added to the segment's growth. With more discretionary income to spend on hobbies
and recreational activities, consumers have been slightly more drawn to crafting activities and have increased
demand for this segment's products. Stay at home orders, brought by the coronavirus, is expected to have
increased consumer's time spent on leisure and sports, including crafts.
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PATTERNS AND OTHER

Other products in the industry, including items such as clothing patterns,
are expected to represent 2.6% of industry revenue.

Products in this segment tend to be seasonal in popularity, and thus sales of specific products vary throughout the
year. The trend toward DIY projects has also increased demand for patterned industry products.

Demand
Determinants

An increase in disposable income boosts consumers' ability to spend on
discretionary items, which in turn boosts the level of industry sales.

The correlation between these trends is strong, with growth and declines in industry revenue closely mirroring the
movements in per capita disposable income. Demand for industry products is also price-sensitive. As mass
merchandisers, discount department stores and e-commerce sites provide more fabric, crafts and sewing supplies at
far lower prices than industry operators can offer, demand for specialty stores declines significantly.

Most of the products offered by the Fabric, Craft and Sewing Supplies Stores industry are used in hobby activities
such as knitting and quilting. Consequently, industry demand rises when Americans have more leisure time to
devote to hobbies. Over the past five years, time spent on leisure activities has increased slightly.

The overall popularity of DIY projects is also a driving trend for this industry. As customized clothes and unique
fashion become trendier, more Americans have begun making their own clothes and accessories to match their
style needs. Industry operators have benefited from this trend as demand for fabric and sewing supply products has
risen, particularly from individuals between ages 25 and 45. The coronavirus pandemic has further increased the
popularity of DIY products do to stay at home orders and the temporary closures of non-essential businesses.

Products in this industry include seasonal decoration and holiday gift-making kits. According to the Craft and Hobby
Association, 31.0% of crafters start a project to give unique gifts and 79.0% of finished craft projects are given as
gifts. Consequently, retail demand for industry products is highly seasonal, with demand peaking during the days
that lead up to occasions such as Halloween and Christmas.

In 2020, due to spread of the coronavirus, demand for products from this industry has declined. A primary reason for
this is an increase in competition from e-commerce sales. To maintain social distancing, people avoid going to
stores. At the same time, majority of stores are closed to cut losses and also follow the guidelines issued during the
coronavirus pandemic. However, despite the poor economic environment and challenging operating conditions,
industry operators are expected to fare better than other retail industries. This is due to an increase in time spent on
leisure and sports in 2020 and an increase in DIY projects. Nonetheless, the industry is expected to experience an
overall decline in demand and revenue in 2020.

Major Markets

  According to the US Census Bureau, households account for an
estimated 95.6% of the market.

  The remainder of the market consists of retailers, wholesalers, schools and other commercial buyers. Furthermore,
a consumer participation survey conducted by the Craft and Hobby Association found that 27.4% of sewing crafters
surveyed were male and 72.6% were female. Women are traditionally more likely to participate in sewing and
crafting activities, and therefore generate the largest segment of retail purchases.
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The coronavirus pandemic is expected to decrease demand overall for the industry in 2020. However, demand from
older demographics is expected to decrease more significantly since consumers in those brackets are less inclined
to online shop and may be wearier of shopping in a public place.

WOMEN 24 YEARS OF AGE OR YOUNGER

Purchases by women under 25 years old represent 23.0% of total industry
sales, making this demographic the most prominent market segment to
date.

This segment has experienced strong growth over the five years to 2021 as unique and customized clothing and
accessories have become more popular in the fashion world. Consumers in this segment have been traditionally
sensitive to changes in fashion; an increasing number of women have participated in do-it-yourself (DIY) creations of
clothes and accessories.

WOMEN 25 TO 44 YEARS OF AGE

Purchases by women between the ages of 25 and 44 are expected to
account for 17.9% of industry sales.

Like those in other segments, consumers in this category purchase industry products for their own leisure activities,
but may also make purchases for their children's craft projects and costumes for Halloween and school plays. Over
the past five years, this segment's market share has decreased.

WOMEN 45 TO 64 YEARS OF AGE

Women between the ages of 45 and 64 make up the industry's second-
largest market, with an estimated share of 18.9%.

This is attributed to the large population of baby boomers who participate in sewing and crafting activities. Many
women within this group partake in such activities for leisure; finished goods are often given as gifts or used as
home decorations. While this market segment has remained largely unchanged over the five years to 2021, it is
anticipated to lose dominance over the next five years as baby boomers move into the segment of 65 years old and
above.

WOMEN 65 YEARS OF AGE AND OLDER

Women aged 65 and above are estimated to account for 12.8% of industry
revenue.

The demographic has ample time for leisure and hobby activities and is expected to grow as women from the baby
boomer demographic move into this age bracket. Many women in this category use industry products to make gifts
and apparel for their younger family members. As the baby boomers age, the size of this market segment has
increased slightly at the expense of the demographic between 45 and 65 years old.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Merchandise trade figures are classified with the relevant manufacturing industries and are not considered relevant
to retail industries. Thus, the Fabric, Craft and Sewing Supplies Stores industry has no trade by convention. In
reality, however, operators in this industry handle imported and exported items, especially fabric. Those that source
less expensive textiles from overseas can cut costs and improve profit margins. Likewise, operators may be able to
gain a competitive advantage by selling domestically produced fabric to other countries. For detailed information on
textile trade, please refer to the Textile Mills industry report (IBISWorld report 31310).
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Business Locations

  As in most retail industries, the distribution of operations in this industry falls broadly in line with population trends.
Typically, setting up shop in a densely populated area boosts a company's visibility and store foot traffic.

In 2021, the Southeast region is expected to be home to the largest number of industry establishments, accounting
for an estimated 22.3% of total industry establishments. Additionally, the US Census indicates that this region
accounts for the largest percentage of the nation's population at 25.8%. Florida has been the main contributor to the
region's dominance, as an estimated 5.4% of industry establishments are situated in the state. Florida is also known
for being home to a large number of retired consumers. This makes the state an attractive location for industry
operators as retirees typically have more time for hobbies and crafts.

The West region is expected to account for 17.8% of total industry establishments in 2021. Strongly contributing to
this region's high concentration is California, which is expected to house 9.8% of industry operators in 2021.
California is also home to 12.1% of the US population, providing ample sources of demand for industry operators.

The Great Lakes and Mid-Atlantic are expected to be the third and fourth-largest regions by establishment,
representing an estimated 15.6% and 13.2%, respectively. Within the Great Lakes region, Ohio is expected to
account for 3.8% of total industry establishments. In the Mid-Atlantic region, New York is expected to account for
5.9% of total industry establishments, making it the second-largest state by establishments.

The New England region accounts for the smallest percentage of industry establishments in 2021 at an estimated
5.9%, followed closely by the Rocky Mountain region at an estimated 6.3%. This is mainly attributed to each region's
low share of the population, an estimated 4.5% in New England and 3.7% in the Rocky Mountains. The Plains and
Southwest regions are expected to account for 9.9% and 8.9% of total industry establishments in 2021, respectively.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    High

The industry is considered to have a high level of concentration, with its three largest companies accounting for
87.6% of industry revenue in 2021. However, the remaining revenue is expected to be generated by small
independent operators that serve their local communities and regional demand. Industry concentration has been
increasing over the five years to 2021 due to major player acquisition activity. For instance, in 2016, The Michaels
Stores Inc. (Michaels) acquired Lamrite West Inc., including its affiliated Pat Catan's art and crafting retail business.
This trend is expected to continue over the five years to 2026.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Maintenance of excellent customer relations:
Operators benefit from developing customer relationships due to the growing competition and consolidation within
the industry. For example, DIY seminars and crafting classes have been put in place to improve customer loyalty.

Attractive product presentation:
Operators need to continually update their display and presentation of new lines of stock.

Production of goods currently favored by the market:
Operators need to offer products that are favored in the current market.

Proximity to key markets:
Operators should aim to locate their businesses on main roads or in high-traffic areas to maximize their visibility to
consumers.

Experienced work force:
Operators require sales personnel that have a broad knowledge of fabrics and sewing material to provide good
customer service and build loyalty.

Ability to control stock on hand:
Having adequate stock controls in place is essential to reduce inventory costs and increase stock turns.
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Cost Structure
Benchmarks

  Profit

The average profit margin in the Fabric, Craft and Sewing Supplies
Stores industry (measured as earnings before interest and taxes) is
expected to account for 2.7% of revenue in 2021. Despite challenging
operating conditions, industry profitability increased for the majority of
the period. Increases in profit were supported by global declines in the
price of cotton, an input in many industry-relevant products. When input
prices fall, operators can choose to either lower the prices offered to
customers or pocket some of the difference to pad their profit margins.
Increases in profit have also been spurred by improving operational
efficiencies, a result of the consolidation and acquisition activity among
major players. However, the COVID-19 (coronavirus) pandemic is
expected to significantly decrease industry profit. This is due to
temporary store closures and increased operating costs such as
implementing social distancing guidelines, which may require altering
store layouts, and providing personal protective equipment for
employees. Overall, the coronavirus is expected to reverse the positive
profit trends experienced for the majority of the period.

 

  Wages

Employee compensation, including payroll and benefits, is expected to
make up the industry's second-largest expense, representing an
estimated 17.2% of revenue in 2021. Operators in this industry heavily
rely on employees for daily operations such as customer service,
maintenance of store displays and inventory checks. To decrease wage
costs, industry operators often hire temporary workers during busy
seasons, such as holidays, rather than hiring more permenant
employees. Nonetheless, wage costs have increased slightly during the
period, rising from an estimated 14.5% in 2016.
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  Purchases

Purchase costs are expected to remain the single largest expense for
the industry in 2021, accounting for 51.5% of total revenue. This
segment has only increased slightly over the past five years. Large
industry retailers have increased their share of low-priced products
sourced from Asian countries, particularly China. In addition, an overall
reduction in inventory purchases has contributed to the small increase
in purchase costs; since US consumers have purchased fewer industry
products during the period, retailers have bought less from wholesalers
and manufacturers to clear out their preexisting inventory levels.
Despite these cost saving measures, purchase costs have increased
slightly from an estimated 50.9% of total revenue in 2016.

 

  Marketing

Marketing costs are expected to comprise 2.0% of revenue in 2021.
Companies must market their products to attract more customers to
increase revenue and profit.

 

  Depreciation

Depreciation costs are estimated to make up 0.9% of industry revenue
in 2021. Depreciable assets include computer inventory systems, cash
registers and other point-of-sale computer systems.
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  Rent

The industry allocates a significant amount of resources for rent
because it is important that operators establish themselves in easily
accessible and frequently visited locales, encouraging in-store sales.
Rent costs are expected to account for 5.0% of revenue in 2021.

 

  Utilities

Utilities are expected to account for 0.9% of revenue. Major utilities
costs include electricity for stores.

 

  Other Costs

Other costs mainly include the maintenance of stores, warehouses and
logistics. In 2021, other costs are expected to account for 19.8% of total
industry revenue.
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Basis of
Competition

Competition in this industry is    Medium and the trend is Steady

  INTERNAL

The Fabric, Craft and Sewing Supplies Stores industry exhibits a high
level of competition.

The three largest operators, which collectively account for 87.6% of industry revenue, serve and compete for the
same market. Industry operators primarily differentiate themselves based on price, product offering and customer
service.

Since products offered by the industry are discretionary, consumers are highly sensitive to changes in product
prices. Thus, the industry is subject to strong pricing competition. Large national retailers such as The Michaels
Companies Inc. (Michaels) and Jo-Ann Stores Inc. (Jo-Ann Stores) are generally more successful in pricing
competition, as they are able to leverage advantageous supply contracts and maximize cost savings. These savings
are then passed on to customers in the form of lower retail mark-ups. This has been the main driver of success for
large retailers over the five years to 2021.

Operators in this industry also compete on product range. To gain exposure to most of the consumer market,
operators must stock a comprehensive list of products used for craft and sewing activities. This effectively reduces
the need for consumers to visit multiple stores, enabling operators to gain a competitive edge against other players.

Customer service is also an important basis for competition, particularly when serving customers interested in DIY
crafting projects, as industry products often require specific skills. As a result, consumers are more likely to shop at
stores where they are confident in receiving informative advice from knowledgeable employees. Over the five years
to 2021, operators have increased their focus on adequately training employees to address various customer
queries. In addition, retailers have introduced educational classes for industry activities, such as knitting and quilting,
to cater to new beginners and maintain customer loyalty.

EXTERNAL

Fabric, craft and sewing supplies stores have experienced an increasing
level of external competition from discount retailers and e-commerce
websites over the five years to 2021.

These alternative retailers offer a wide variety of industry products at comparable or lower prices. As a result,
external operators have slowly expanded their share of the industry's market. However, it is important to note that
these operators do not place a major focus on customer service, resulting in a high refund and exchange rate for
products purchased online. Furthermore, low prices and added convenience do not necessarily make up for an
excellent in-store customer service. Additionally, older demographics are a large customer base for the industry.
Consumers in older demographics are less prone to shopping online, which supports in store purchases for the
industry. Nonetheless, this makes Walmart an external competitor. With both in-store and e-commerce markets and
low prices, Walmart is a large threat to industry operators.

Barriers to
Entry

Barriers to Entry in this industry are    Low and the trend is Steady
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  Barriers to entry in the Fabric, Craft and Sewing Supplies
Stores industry are low. There are no government
regulations that prevent hopefuls from entering the
industry. However, initial capital investments can prevent
companies from entering and competition can deter them.

The initial cost of establishing retail outlets and
purchasing inventory can be substantial for industry
entrants. As most operators already carry an extensive
range of products, new entrants must find a niche market
or incur considerable first-time inventory purchase costs
to meet demand and remain sustainable.

Medium to high levels of competition, while not regarded
as a formal barrier to entry, can also discourage new
entrants. Many operators in the industry compete for the
same customers with similar products. Furthermore, many
incumbent operators have established links with suppliers
over time, affording them better supply management than
new entrants. To compete, entrants often need to expend
large sums on product promotion and advertisements,
making success more difficult to achieve.

Barriers to Entry Checklist

Competition Medium  

Concentration High  

Life Cycle Stage Decline  

Technology Change Low  

Regulation & Policy Light  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    Low and the trend is Steady

  Industry globalization is very low in the Fabric, Craft and Sewing Supplies Stores industry. This is because most
players are small US-based operators that generate revenue on a local or regional level. Of the three major
operators in this industry, only The Michaels Companies Inc. (Michaels), and Hobby Lobby Stores Inc. (Hobby
Lobby) have international operations, although Joann Inc. does offer shipping to Canada, they do not have any
international locations. Furthermore, there are no significant foreign-owned operators in the industry.
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Major Companies

Major Players The Michaels Companies Inc.

Market Share: 35.3%

  The Michaels Companies Inc. (Michaels) is the leading arts and crafts retailer in North America. Incorporated in
1983 and headquartered in Irving, TX, the company now operates 1,287 stores across the United States and
Canada and employs 50,000 people, 38,000 of whom are employed on a part-time basis. Michaels went public in
July 2014 and trades under the ticker symbol MIK. The company generated $445.7 million from its initial public
offering and used the proceeds to bring down its debt level. Bain Capital and Blackstone Group command a majority
share of the company's common stock, and thus control its corporate governance. In 2020, Michaels generated $5.3
billion in total revenue.

Michaels' product line consists of more than 35,000 stock-keeping units, including art and hobby supplies, decor
frames, needlecraft kits, seasonal products and silk and dried flowers. The general crafts segment is most relevant
to this industry. The rest of the company's revenue is generated from custom framing and wall framing through
Aaron Brothers stores as well as art and general craft supplies, scrapbooking supplies, home decorations and other
goods.

Michaels operates three store chains: the Michaels Stores, Aaron Brothers and Pat Catan's. In 2016, the company
acquired Lamrite West Inc. and several of its subsidiaries, including its Pat Catan's brand and its wholesaling
business, Darice. As of 2017, Michaels operates 35 Pat Catan's stores, primarily located in Ohio and surrounding
states. Michaels also announced in 2017 that it would be closing all of its Aaron Brothers locations except for three
in Texas. The company is restructuring Aaron Brothers as a store-within-a-store.

In March 2021, Michaels announced that the company is going to be taken private, after surpassing fourth quarter
sales expectations. The COVID-19 (coronavirus) pandemic is expected to have decreased revenue for the company
in early 2020 due to temporary store closures. However, in the company's 2020 annual filing, Michaels reported
overall growth.

Financial performance
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Over the five years to fiscal 2021, Michaels' industry-relevant revenue is expected to decrease at an annualized rate
of 1.1% to reach $1.1 billion. The company remains concerned about the challenges confronting the Arts and Crafts
channel due to stagnant growth and increased distribution points. Michaels has opened 20 new stores and relocated
21 stores in 2018 and 2019. Consequently, it has experienced an increase in SG&A expenses, including pre-
opening costs, due to higher performance-based compensation, increased marketing and payroll-related expenses,
all leading to a decline in operating income. Profit has tumbled during the period due to higher distribution costs and
leverage associated with occupancy costs. Over the five years to 2021, the company's industry-relevant operating
income is expected to decrease an annualized 5.5% to $124.6 million.

 
Michaels Stores Inc. (US industry-specific segment) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Income

($m)
Growth

(% change)
2016 1,198.6 N/C 165.0 N/C
2017 1,209.4 0.9 165.9 0.5
2018 1,181.9 -2.3 126.6 -23.7
2019 1,083.0 -8.4 110.2 -13.0
2020 1,126.3 4.0 114.4 3.8

2021* 1,132.3 0.5 124.6 8.9
Source: IBISWorld
Note: *Estimates

Jo-Ann Stores, LLC

Market Share: 28.0%

  Established in 1943 as Cleveland Fabric Shops and headquartered in Hudson, OH, Jo-Ann Stores Inc. (Jo-Ann
Stores) is the second-largest craft retailer in the United States by store count. As of 2019, the company employs
23,000 workers. Through its 850 locations across 49 states along with its website, the company sells a range of
fabrics used in crafting, quilting and apparel sewing, as well as products for home decoration projects, craft
components, artificial and dried flowers and finished seasonal merchandise. Of these merchandise offerings, only
sewing goods, estimated to represent 52.0% of consolidated sales, are industry-relevant. In 2011, an affiliate of the
private equity operator Leonard Green and Partners took the company private for $1.6 billion.

In recent years, Jo-Ann Stores has undergone a series of implementations to improve its overall sales and
efficiencies. It has executed a new point-of-sale system that provides additional functionality for managing
markdowns and promotional capabilities, while completely restocking about 200 of its small-format stores. Such
improvements have enabled the company to achieve positive same-store sales despite mounting external
competition. Furthermore, in April 2017, Jo-Ann Stores acquired Creativebug LLC (Creativebug), a company offering
online arts and crafts workshops, to complement its product offerings.

Financial performance

Jo-Ann Stores accounts for an estimated 28.0% of market share in the Fabric, Craft and Sewing Supplies industry.
Over the five years to 2021, industry-specific revenue is projected to decrease at an annualized rate of 0.5% to
$897.7 million. Toward the beginning of the period, industry-relevant product sales slumped as consumers opted for
niche offerings from independent retailers or the convenience of ordering fabrics and crafts online. Brick-and-mortar
sales are expected to pick up during the latter part of the period due to marketing efforts, superior supply
management and the company's acquisition of Creativebug. The COVID-19 (coronavirus) pandemic is expected to
have a negative affect on industry-relevant revenue in 2020 due to temporary store closures and social distancing.

Jo-Ann Stores is expected to experience a decline in operating income at an annualized rate of 1.8% to $89.2
million over the five years to 2021. The company has reduced inventory purchase costs by increasing its percentage
of imports from Asia, which are traditionally more affordable. In addition, the company has further improved profit
margins by reducing its inventory of seasonal and fashion merchandise, both of which carry a high risk of being sold
at clearance prices.

In early 2021, the company recently announced that Jo-Ann's is going to be a publically traded company again. In
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March 2021, the company began being traded on NASDAQ. At the time of writing it is too soon to estimate the
effects of going public.

 
Jo-Ann Stores Inc. (US industry-specific segment) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Income

($m)
Growth

(% change)
2016 920.0 N/C 97.9 N/C
2017 922.9 0.3 90.1 -8.0
2018 925.7 0.3 104.0 15.4
2019 929.9 0.5 101.7 -2.2
2020 896.5 -3.6 63.8 -37.3
2021 897.7 0.1 89.2 39.8

Source: IBISWorld
Note: *Estimates

Hobby Lobby Stores Inc.

Market Share: 24.3%

  Established in 1972, Hobby Lobby Stores Inc. (Hobby Lobby) is the third-largest fabric and craft retailer in the United
States. Based in Oklahoma City, OK, the company operates more than 900 stores in over 47 states, in addition to
operations in China, Hong Kong and the Philippines. Hobby Lobby employs nearly 43,000 workers. The company's
product line includes supplies for arts and crafts, jewelry making, needlework and scrapbooking, as well as sewing
machines, home accents, fabric and patterns.

Despite many large-scale retailers closing brick-and-mortar locations over the past five years, Hobby Lobby has
aggressively opened establishments. Over the past five years, the company has annually opened 50 new stores on
average, totaling a store count of 791 as of October 2017. This trend is expected to continue, as Hobby Lobby
intends to open 60 new locations and hire 2,500 new employees.

Financial performance

Hobby Lobby is privately owned and operated, which limits the availability of company financial data. The company's
industry-specific revenue is expected to decrease at an annualized rate of 0.4% to $778.4 million over the five years
to 2021. The company has benefited from increasing demand for sewing supplies, fabrics and crafts due to a trend
toward do-it-yourself crafts and fashions in addition to rising discretionary income. As a result, Hobby Lobby has
expanded its stores. Operating income is estimated to decline at an annualized rate of 3.4% to $81.5 million over the
past five years as the company takes on more expenses due to opening more stores. The COVID-19 (coronavirus)
pandemic is expected to decrease industry-relevant revenue for the company in 2020. Additionally, the company
experienced criticism during the pandemic due to the company not adhering to social distancing regulations and
keeping stores open. This backlash is expected to have a negative affect on the company.

 
Hobby Lobby Stores Inc. (US industry-specific segment) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Income

($m)
Growth

(% change)
2016 794 N/C 96.9 N/C
2017 745.3 -6.1 87.5 -9.7
2018 750.0 0.6 82.3 -5.9
2019 795.0 6.0 83.9 1.9

2020* 777.4 -2.2 67.2 -19.9
2021* 778.4 0.1 81.5 21.3

Source: IBISWorld
Note: *Estimates

Other Companies The remainder of the industry is characterized by a large number of small operators. IBISWorld anticipates that there
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are 22,090 specialty fabric and crafts operators in 2020, of which more than 80.0% are estimated to be small
businesses without paid employees (i.e. nonemployers). These stores typically compete with the larger companies
by providing superior customer service, higher-quality goods and niche offerings.

Furthermore, Hancock Fabrics Inc. (Hancock Fabrics), which was founded in 1957 and incorporated in 1987, is a
wholly owned subsidiary of Lucky Stores Inc. and was a major player in this industry until 2016, when it filed for
Chapter 11 bankruptcy. Hancock Fabrics operated 261 stores in 37 states and retailed a wide selection of fabric and
sewing products, such as fashion and home decorating textiles, sewing accessories, needlecraft supplies and
sewing machines. Hancock's assets were primarily bought by the Great American Group, the highest bidder in the
company's liquidation sale.
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Operating Conditions
 

Capital Intensity The level of capital intensity is    Low

  The Fabric, Craft and Sewing Supplies Stores
industry requires a low level of capital expenditure
relative to labor costs. For every dollar spent on
wages, IBISWorld expects $0.05 to be allocated to
capital spending in 2021.

Capital expenses in this industry include fixtures
and fittings, cash registers and point-of-sale (POS)
systems. Over the past 10 to 15 years, the industry
has undergone considerable change due to the
implementation of computer scanning technology.
This technology is estimated to have simplified labor
tasks as well as minimized the level of human error
in processing purchases. POS systems have
enabled operators to computerize their inventory,
resulting in better supply management. However,
the level of technology implementation varies
between industry stores. While large national
retailers can take full advantage of computerized
and POS systems, small independent retailers
generally do not have the same resources to install
such technologies.

To compensate for their lack of technology
implementations, small industry operators rely
heavily on human labor for daily operations.
Employee duties include customer service,
maintaining store displays and processing
consumer purchases. In 2021, wage costs are
expected to account for 17.2% of industry revenue.
Over the next five years, labor costs are expected to
remain high, keeping the level of capital investment
requirements relatively low.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

Unlikely A ranked measure for the number of
patents assigned to an industry. A faster
rate of new patent additions to the industry
increases the likelihood of a disruptive
innovation occurring.

High Innovation
Concentration

Likely A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area
increases the likelihood of technological
disruption of incumbent operators.

High Ease of Entry Likely A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Very High Rate of Entry Very Likely Annualized growth in the number of
enterprises in the industry, ranked against
all other industries. A greater intensity of
companies entering an industry increases
the pool of potential disruptors.

Very Low Market
Concentration

Very
Unlikely

A ranked measure of the largest core
market for the industry. Concentrated core
markets present a low-end market or new
market entry point for disruptive
technologies to capture market share.

  The rate of new patent technologies entering the industry is low, which limits the potential for innovations. A low rate
does not mean that innovations cannot occur, just that the likelihood of some innovation materializing as a threat is
lower. However, the concentration of technologies is high in this industry. This suggests that industry operators have
exposure to potentially unforeseen areas of innovation.

This technology trend is underscored by structural factors that support new entrants. An accommodative structure
can create a situation where small entrants can focus on less profitable albeit innovative industry entry points. Or,
large operators in other industries can leverage expertise in other areas to enter the industry from a new angle.

Major market segments for industry operators are relatively diversified. The spread of market segments suggests
that there are limited entry points other than those already served my incumbent operators.

For Fabric, Craft and Sewing Supplies stores there are very few
technological disruptions as the stores only sell the products and do not
manufacture them.

The growing popularity of online shopping is expected to provide e-commerce players with an advantage in terms of
accessibility and variety. However, this industry has not experienced as large of an upswing in e-commerce
compared with most other retail industries. This is due to the customer demographic of the industry. Consumers in
older age demographics are less likely to shop online than younger demographics, therefore, while having an online
presence will benefit companies, it is not as critical in this industry compared with others.

The level of technology change is    Low

  There has been little technological change that specifically pertains to the
Fabric, Craft and Sewing Supplies Stores industry.

However, the industry has benefited from technological advances affecting the general retail sector, including the
introduction of computer scanning cash registers and electronic data interchange (EDI). The implementation of
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these advances has enabled retailers to control and record merchandising, distribution, sales and stock markdowns
via point-of-sale (POS) systems. Specifically, bar code scanning has offered higher labor productivity while providing
retailers with greater control over the distribution of goods and fewer errors along the supply chain.

Advances in technology have also altered the way consumers shop for industry goods. Larger players in this
industry have established their own websites to sell fabric, craft and sewing supplies, fueling further competition.

Revenue Volatility The level of volatility is    Medium

 

  Due to heavy external competition, the Fabric, Craft & Sewing Supplies
Stores industry has exhibited a low to moderate level of revenue volatility
over the five years to 2021.

Demand for industry products is sensitive to changes in household disposable income, as fabrics, crafts and sewing
supplies are discretionary purchases that are often forgone when income levels fall. However, despite a moderate
increase in per capita disposable income and consumers' growing propensity to purchase discretionary items,
industry revenue has been largely dictated by mounting competition over the past five years. These negative trends
have contributed to the industry's steady decline. During the five-year period, industry revenue has declined by as
much as 8.0% in 2020 due to the COVID-19 (coronavirus) pandemic and as little as 3.4% in 2017.

Regulation & Policy The level of regulation is    Light and the trend is Steady

CONSUMER PRODUCT SAFETY IMPROVEMENT ACT

The Consumer Product Safety Improvement Act of 2008 (CPSIA) is the
most recent industry-relevant regulation.

This act aims to protect children from unsafe levels of lead and phthalates by banning the sale of all children's
products that do not meet the new federal standards. CPSIA also requires retailers to test all products and parts
designed and intended for children under 12 years of age, including fabrics, buttons and craft kits that are sold in the
industry. If stores are found selling items that do that meet the new federal regulations, violators are subject to
criminal and civil charges under the act, with fines up to $100,000 for each violation on top of prison sentences up to
five years.

Fortunately for the industry, only a small portion of its products have been geared toward children under 12 years of
age. As a result, the overall industry has experienced significantly lower testing costs compared with other retailing
industries that predominantly sell children's goods. Nevertheless, many individual stores have incurred some losses
from testing products and disposing of inventory that does not meet the new federal standards.

OTHER REGULATIONS

Other regulations relevant to this industry are generally covered by
individual states.

States have enacted their own antitrust laws to ensure that the public is provided with the best prices, quality and
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choice. Companies must comply with the Fair Labor Standards Act and various state laws governing matters such
as minimum wage, overtime and other working conditions. Store owners must also comply with the provisions of the
Americans with Disabilities Act of 1990, as amended, which requires that stores be accessible to customers with
disabilities.

COVID-19

The COVID-19 (coronavirus) pandemic has caused regulations to increase
in the majority of industries in the United States.

In early 2020, non-essential businesses, including industry operators, were forced to close temporarily. Even as
businesses were permitted to reopen, new regulations have affected how industry establishment can operate. For
example, social distancing regulations have caused some companies to operate at partial capacity or transition to
curb-side pick up or delivery systems. Other coronavirus related regulations include, mask mandates and increased
cleaning and sanitation procedures. Although these regulations are not specific to the industry, they are expected to
affect industry operators. Additionally, it should be noted that these regulations differ depending on state and local
government procedures.

Industry Assistance The level of industry assistance is    Low and the trend is Steady

While tariffs are applicable to goods supplied by this industry, they do not
exist at the retail level.

Retail operators purchase goods from manufacturers or wholesalers after tariffs have already been applied.

The Association for Creative Industries (AFCI) is the premier trade association for the global creative arts products
industries. AFCI is committed to its vision of a healthy, vibrant and innovative community that enriches people's lives
through crafting and other creative activities. Their network has more than 2,000 members globally.

On a broader scale, the National Retail Federation is the world's largest retail trade association. It conducts
programs and services in research, education, training, information technology and government affairs to protect
and advance the interests of the industry.

COVID-19

In response to the COVID-19 (coronavirus) pandemic, the United States government passed the Coronavirus Aid,
Relief and Economic Security (CARES) Act and the Coronavirus Response and Relief Supplemental Appropriations
Act of 2021 to provide economic assistance to American workers and businesses. Within this, the Paycheck
Protection Program (PPP) provided small businesses with the resources they need to maintain payroll, hire back
furloughed employees and cover applicable overhead costs. Although these acts and programs are not specific to
the industry, they are expected to affect industry operators.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of cotton

(Cents per
pound (lb))

2012 4,532 903 22,099 20,882 59,021 N/A N/A 722 N/A 89.2
2013 4,500 887 22,370 21,126 60,777 N/A N/A 716 N/A 90.4
2014 4,432 913 22,672 21,437 60,731 N/A N/A 709 N/A 83.1
2015 4,348 913 22,864 21,644 58,096 N/A N/A 697 N/A 70.4
2016 4,039 880 23,585 22,363 59,020 N/A N/A 653 N/A 74.2
2017 3,901 821 25,656 24,696 60,758 N/A N/A 638 N/A 83.6
2018 3,700 800 26,695 25,677 61,119 N/A N/A 613 N/A 91.4
2019 3,553 768 28,225 27,081 61,835 N/A N/A 594 N/A 77.9
2020 3,267 668 27,270 26,361 58,524 N/A N/A 559 N/A 71.1
2021 3,209 666 27,296 26,470 57,846 N/A N/A 552 N/A 73.4
2022 3,130 688 27,197 26,465 56,880 N/A N/A 542 N/A 75.7
2023 3,072 677 27,174 26,524 56,204 N/A N/A 534 N/A 78.0
2024 3,023 668 27,143 26,565 55,577 N/A N/A 528 N/A 80.3
2025 3,001 663 27,117 26,571 55,186 N/A N/A 524 N/A 82.6
2026 2,974 657 26,998 26,479 54,681 N/A N/A 519 N/A 85.1

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of cotton

(%)
2012 -3.81 -3.73 -0.17 0.40 -2.10 N/A N/A -3.29 N/A -42.5
2013 -0.70 -1.77 1.22 1.16 2.97 N/A N/A -0.81 N/A 1.34
2014 -1.53 2.87 1.35 1.47 -0.08 N/A N/A -1.02 N/A -8.08
2015 -1.90 0.04 0.84 0.96 -4.34 N/A N/A -1.66 N/A -15.3
2016 -7.11 -3.68 3.15 3.32 1.59 N/A N/A -6.29 N/A 5.39
2017 -3.41 -6.66 8.78 10.4 2.94 N/A N/A -2.39 N/A 12.7
2018 -5.15 -2.56 4.04 3.97 0.59 N/A N/A -3.94 N/A 9.33
2019 -3.99 -3.97 5.73 5.46 1.17 N/A N/A -3.11 N/A -14.8
2020 -8.04 -13.1 -3.39 -2.66 -5.36 N/A N/A -5.90 N/A -8.73
2021 -1.80 -0.24 0.09 0.41 -1.16 N/A N/A -1.28 N/A 3.23
2022 -2.45 3.16 -0.37 -0.02 -1.67 N/A N/A -1.84 N/A 3.13
2023 -1.87 -1.49 -0.09 0.22 -1.19 N/A N/A -1.33 N/A 3.03
2024 -1.61 -1.33 -0.12 0.15 -1.12 N/A N/A -1.20 N/A 2.94
2025 -0.73 -0.74 -0.10 0.02 -0.71 N/A N/A -0.72 N/A 2.86
2026 -0.90 -0.97 -0.44 -0.35 -0.92 N/A N/A -0.92 N/A 3.02

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2012 19.9 N/A N/A 76.8 15.9 2.67 12,233
2013 19.7 N/A N/A 74.0 15.9 2.72 11,784
2014 20.6 N/A N/A 73.0 16.0 2.68 11,673
2015 21.0 N/A N/A 74.8 16.0 2.54 12,001
2016 21.8 N/A N/A 68.4 16.2 2.50 11,071
2017 21.0 N/A N/A 64.2 16.4 2.37 10,497
2018 21.6 N/A N/A 60.5 16.6 2.29 10,025
2019 21.6 N/A N/A 57.5 16.7 2.19 9,601
2020 20.4 N/A N/A 55.8 17.1 2.15 9,547
2021 20.8 N/A N/A 55.5 17.2 2.12 9,536
2022 22.0 N/A N/A 55.0 17.3 2.09 9,520
2023 22.0 N/A N/A 54.7 17.4 2.07 9,506
2024 22.1 N/A N/A 54.4 17.5 2.05 9,499
2025 22.1 N/A N/A 54.4 17.5 2.04 9,497
2026 22.1 N/A N/A 54.4 17.5 2.03 9,497
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Industry Financial Statement
  Historical Average

Industry Multiples 2017 2018 2019 2020 3-Year 5-Year 10-Year

EBIT/Revenue 8.2 7.7 7.2 7.0 7.3 7.8 8.1
EBITDA/Revenue 12.2 10.8 10.0 9.7 10.2 11.0 11.8
Leverage Ratio 8.0 9.0 9.7 10.0 9.6 8.9 8.3

Industry Tax Structure 2017 2018 2019 2020 3-Year 5-Year 10-Year

Taxes Paid/Revenue 2.0 2.1 2.1 2.0 2.1 2.0 2.2

Income Statement 2017 2018 2019 2020 3-Year 5-Year 10-Year

Total Revenue 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Business receipts 97.0 97.5 97.4 97.3 97.4 97.3 96.9
Cost of goods 57.9 58.7 58.0 58.0 58.2 58.3 56.9
Gross Profit 42.1 41.3 42.0 42.0 41.8 41.7 43.1

Expenses

Salaries and wages 11.6 11.4 11.7 11.7 11.6 11.5 11.7
Advertising 1.9 1.4 1.5 1.5 1.5 1.6 1.8
Depreciation 1.3 1.4 1.4 1.4 1.4 1.4 1.5
Depletion 0.0 0.1 0.0 0.0 0.0 0.0 0.0
Amortization 2.7 1.6 1.4 1.2 1.4 1.9 2.2
Rent paid 2.3 1.9 2.2 2.4 2.2 2.2 2.4
Repairs 0.8 0.9 0.8 0.7 0.8 0.8 0.7
Bad debts 0.3 0.7 0.6 0.6 0.6 0.5 0.4
Employee benefit programs 2.3 1.6 1.7 1.8 1.7 1.9 2.1
Compensation of officers 2.7 2.7 2.8 2.8 2.8 2.7 2.8
Taxes paid 2.0 2.1 2.1 2.0 2.1 2.0 2.2
Interest Income 0.4 0.9 0.7 0.6 0.7 0.5 0.8

Other Income

Royalties 1.4 0.7 0.7 0.7 0.7 1.0 1.4
Rent Income 2.0 0.7 0.5 0.4 0.6 1.1 1.3
Net Income 5.0 4.2 3.8 3.7 3.9 4.4 4.5

Balance Sheet 2017 2018 2019 2020 3-Year 5-Year 10-Year

Assets

Cash and Equivalents 10.6 9.6 9.5 9.4 9.5 9.1 8.3
Notes and accounts receivable 7.3 11.4 12.5 13.4 12.5 12.4 12.3
Allowance for bad debts 0.1 0.2 0.2 0.2 0.2 0.1 0.2
Inventories 41.8 38.6 36.7 35.2 36.8 37.3 36.1
Other current assets 5.1 3.8 3.8 3.8 3.8 4.2 3.9
Other investments 3.8 1.9 2.3 2.7 2.3 3.0 4.9
Property, Plant and Equipment 58.8 54.5 52.2 50.5 52.4 53.5 52.0
Accumulated depreciation 38.6 37.3 36.2 35.4 36.3 35.5 32.6
Intangible assets (Amortizable) 13.4 13.8 16.1 18.0 15.9 14.3 13.0
Accumulated amortization 4.0 2.7 3.0 3.3 3.0 3.2 2.9
Other assets -0.1 3.3 3.3 3.3 3.3 2.4 2.4
Total assets 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Accounts payable 21.5 20.3 19.7 19.2 19.7 20.0 18.5

Liabilities and Net Worth

Mort, notes, and bonds under 1 yr 9.5 5.1 5.2 5.3 5.2 6.0 4.8
Other current liabilities 13.1 11.2 11.2 11.2 11.2 11.4 11.4
Loans from shareholders 6.1 6.4 6.2 6.0 6.2 5.7 5.0
Mort, notes, bonds, 1 yr or more 23.0 23.0 23.0 23.2 23.1 24.9 28.9
Other liabilities 8.3 10.5 10.1 9.8 10.1 9.2 8.8
Total liabilities 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Capital stock 3.0 5.4 5.3 5.3 5.3 4.2 2.9
Additional paid-in capital 27.4 23.6 23.3 23.3 23.4 23.7 20.6
Retained earnings, appropriated 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Retained earnings-unappropriated 6.2 -1.5 -0.1 0.9 -0.2 2.3 4.9
Cost of treasury stock 7.9 8.0 8.0 8.0 8.0 8.0 6.5
Net worth 18.5 23.7 24.7 25.5 24.7 22.9 22.6
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Liquidity Ratios 2017 2018 2019 2020 3-Year 5-Year 10-Year

Current Ratio 1.5 1.7 1.7 1.7 1.7 1.7 1.8
Quick Ratio 0.5 0.7 0.7 0.8 0.7 0.7 0.7
Sales/Receivables 14.2 9.0 8.2 7.7 8.3 9.0 8.8
Days' Receivables 25.7 40.4 44.3 47.4 44.0 43.8 43.5
Days' Inventory 255.5 232.9 224.1 214.6 223.8 226.8 224.9
Inventory Turnover 1.4 1.6 1.6 1.7 1.6 1.6 1.6
Payables Turnover 2.8 3.0 3.0 3.1 3.0 3.0 3.2
Days' Payables 131.4 122.2 120.3 117.4 120.0 121.7 115.0
Sales/Working Capital 3.6 3.4 3.4 3.4 3.4 3.4 3.4

Coverage Ratios 2017 2018 2019 2020 3-Year 5-Year 10-Year

Interest Coverage 688.3 569.1 549.7 531.4 550.1 616.6 582.8
Debt Service Coverage Ratio 1.0 N/A 0.6 0.7 0.7 0.8 0.8

Leverage Ratios 2017 2018 2019 2020 3-Year 5-Year 10-Year

Fixed Assets/Net Worth 6.3 4.7 4.4 4.3 4.5 4.8 4.6
Debt/Net Worth 5.4 4.2 4.0 3.9 4.1 4.4 4.5
Tangible Net Worth 0.2 0.2 0.2 0.3 0.2 0.2 0.2

Operating Ratios 2017 2018 2019 2020 3-Year 5-Year 10-Year

Return on Net Worth, % 45.6 33.5 30.2 28.4 30.7 35.6 37.7
Return on Assets, % 8.4 7.9 7.5 7.3 7.6 8.0 8.4
Sales/Total Assets 1.0 1.0 1.0 1.0 1.0 1.0 1.0
EBITDA/Revenue 12.2 10.8 10.0 9.7 10.2 11.0 11.8
EBIT/Revenue 8.2 7.7 7.2 7.0 7.3 7.8 8.1

Cash Flow & Debt
Service Ratios (% of
sales)

2017 2018 2019 2020 3-Year 5-Year 10-Year

Cash from Trading 85.1 N/A 97.9 60.8 79.4 79.5 70.4
Cash after Operations 80.2 N/A 67.3 36.4 51.8 62.8 53.4
Net Cash after Operations 80.5 N/A 58.5 35.2 46.8 60.1 51.0
Debt Service P&I Coverage 34.6 N/A 18.2 14.7 16.4 23.7 19.9
Interest Coverage (Operating
Cash) 12.9 N/A 0.4 0.9 0.7 5.1 4.2

Source: IRS SOI Tax Stats; US Census Bureau; IBISWorld
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Additional Resources
Additional
Resources

The American Sewing Guild
http://www.asg.org

US Census Bureau
http://www.census.gov

Association for Creative Industries
http://www.afci.global

The Knitting Guild Association
http://www.tkga.com

The National Needlearts Association
http://www.tnna.org

Industry Jargon BABY BOOMER
A consumer born between 1946 and 1964; this demographic accounts for a major proportion of the US population.

BIG-BOX STORE
A retail store that is differentiated by its sheer size and large range of products, including electronics, households
goods and other consumer products.

DO-IT-YOURSELF (DIY)
A category of customers that includes homeowners who purchase products and complete their own projects.

NOTION
A small lightweight item for household use, such as needles, buttons and threads.

OFF-THE-RACK
Clothing purchased from retail stores and is then designed and manufactured to set size and color specifications.

POINT-OF-SALE (POS)
A system used at checkout in retail stores using computers and cash registers to capture transaction data at the
time and place of sale.

SAME-STORE SALES
A retail measure used to assess the true performance of retail outlets by taking out the effect of new store openings
and only looking at sales growth of existing stores.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labor.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labor; medium is $0.125 to $0.333 of capital to $1 of labor; low is less than $0.125 of
capital for every $1 of labor.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
the US Bureau of Economic Analysis’ implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within the United States, regardless of their country of origin. It is derived
by adding imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and seasonal employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
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establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by US companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in the United States.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED (IVA)
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%, medium is 5% to 20%, and high is more than 20%. Imports/domestic demand:
low is less than 5%, medium is 5% to 35%, and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
West | CA, NV, OR, WA, HI, AK
Great Lakes | OH, IN, IL, WI, MI
Mid-Atlantic | NY, NJ, PA, DE, MD
New England | ME, NH, VT, MA, CT, RI
Plains | MN, IA, MO, KS, NE, SD, ND
Rocky Mountains | CO, UT, WY, ID, MT
Southeast | VA, WV, KY, TN, AR, LA, MS, AL, GA, FL, SC, NC
Southwest | OK, TX, NM, AZ

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.



IBISWorld helps you find the industry
information you need – fast.

With our trusted research covering thousands of global industries, you’ll get a quick and intelligent
overview of any industry so you can get up to speed in minutes. In every report, you’ll find
actionable insights, comprehensive data and in-depth analysis to help you make smarter, faster
business decisions. If you’re not yet a member of IBISWorld, contact us at 1-800-330-3772 or
info@ibisworld.com to learn more.

DISCLAIMER
This product has been supplied by IBISWorld Inc. (‘IBISWorld’) solely for use by its authorized licenses strictly in
accordance with their license agreements with IBISWorld. IBISWorld makes no representation to any other person
with regard to the completeness or accuracy of the data or information contained herein, and it accepts no
responsibility and disclaims all liability (save for liability which cannot be lawfully disclaimed) for loss or damage
whatsoever suffered or incurred by any other person resulting from the use of, or reliance upon, the data or
information contained herein. Copyright in this publication is owned by IBISWorld Inc. The publication is sold on
the basis that the purchaser agrees not to copy the material contained within it for other than the purchasers own
purposes. In the event that the purchaser uses or quotes from the material in this publication – in papers, reports,
or opinions prepared for any other person – it is agreed that it will be sourced to: IBISWorld Inc.

Copyright 2021 IBISWorld Inc.


