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Pulp, Paper and Paper Products

▪ The paper and paper products sector can be classified based on the process as the manufacture of pulp, paper and converted paper and 

paperboard products.

▪ Pulp  is the manufacture of bleached, semi-bleached or unbleached paper pulp by mechanical, chemical (dissolving or non-dissolving) or semi-

chemical processes, manufacture of cotton-linters pulp and removal of ink and manufacture of pulp from waste paper. 

▪ Paper is the process of  Manufacture of paper and paperboard, manufacture of handmade paper, manufacture of newsprint and other paper for 

printing and writing, manufacture of carbon paper, crêpe paper etc. 

▪ Paper and paperboard products are,

• Manufacture of corrugated paper, boxes and other packaging containers, manufacture of solid board containers, manufacture of sacs and 

bags of paper etc.

• Manufacture of household and personal hygiene paper and cellulose wadding products. Eg- Tissues, towels, toilet-paper, sanitary napkins, 

diaper liners, cups, plates and trays.

• Manufacture of ready-to-use printing and writing paper, bound books, cards, envelopes, filter-paper, wall-paper, egg-trays and other molded 

pulp packaging material.

Introduction
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Pulp, Paper and Paper Products

Market size of global paper and 
board industry (CY19)

USD 349bn 

Production of paper and board 
worldwide (CY19)

412mn MT

Asia’s share of global paper 
production 

47%

Overview

▪ The demand in this sector is driven by 3 main applications:

• Packaging (containerboard and carton board)

• Graphic (newsprint, printing and writing)

• Tissue and sanitary

▪ The demand for graphic paper has been on the decline in the wake of digitization, 

but this has been more than compensated by growth in demand in the other 

industries. 

▪ The packaging industry has been growing in demand in recent years due to the 

boom in online sales and the increase in demand for eco friendly packaging 

material.

▪ So too are tissue papers and pulp for hygiene products. Pulp for textile applications 

is a new area in this sector which is also growing.

▪ Paper is a renewable resource and the recycling of waste paper is a major part of 

this sector. In CY20, 201mn MT of the pulp,used in paper manufacturing came 

from recycled waste paper. This amounted to 52.2% of total pulp used.
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▪ The type of paper that is produced the most is 

paper and board for packaging. 

▪ 254mn MT of paper and board were produced 

for packaging in CY19. This amounted to 61.6% 

of the total production volume.

▪ 109mn MT (26.4%) of paper was produced as 

newsprint and for writing and printing 

applications and 50mn MT (12.0%) of paper 

were produced for sanitary and other 

applications.

▪ The most demanded type of paper globally is 

containerboard, which is used to make 

corrugated boxes.

▪ Overall, a decline was observed in production 

in CY19, as a result of the decrease in demand 

caused by the US-China trade war.

 -

 50

 100

 150

 200

 250

 300

 350

 400

 450

CY08 CY09 CY10 CY11 CY12 CY13 CY14 CY15 CY16 CY17 CY18 CY19

Global paper and board production volume from 2008 to 2018 by type 
(in mn MT)

Others Graphic paper Packaging paper and board

CAGR
Packaging paper and board 2.3%
Graphic paper -2.7%
Others 0.7%
Total sector 0.4%

Global Industry - paper and converted paper and paperboard products 

Source – The German Pulp and Paper Association (VDP) 5
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▪ China, which produced 109mn MT in CY19 and the USA, which produced 69mn MT in CY19 are the two largest producers of paper and board 

globally, producing 43% between them.

▪ Regionally, the largest quantity is produced in Asia, with China, Japan, India, Indonesia and South Korea being among the top 10 producers. 

▪ Germany is the largest importer of paper and board, importing 10mn MT in CY19, while the USA imported 9mn MT in CY19 to come a close 

second.
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Source – The German Pulp and Paper Association (VDP) 6
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349

368

CY19 CY27

Market size of global paper 
and pulp industry (USD bn) 

415

465

CY19 CY31

Global demand for paper 

and paperboard  (mn MT)

CAGR
0.6%

CAGR
0.9%

▪ The global paper and paper products market is projected to grow 

to USD 368bn by CY27, at a CAGR of 0.6%.

▪ The demand for paper and paperboard products is expected to 

have a CAGR of 0.9% and grow to 465mn MT by CY31.

▪ The largest growth is expected from the packaging application 

which is expected to grow to 281mn MT by CY31 at a CAGR of 

2.2%.

▪ The growth in demand for packaging products are fueled by:

• Growing consumer awareness about sustainable practices 

and hence demand shifting from plastics to more 

ecofriendly packaging material.

• Growth of the e-commerce sector.

• Strong economic growth in emerging markets.

• Urbanization and ‘on-the-go’ lifestyles.
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Global Industry – Pulp manufacturing 

▪ Pulp is the fibrous material obtained by separating the cellulose fibres from wood, 

and other cellulosic material (bamboo, rice straw, wheat straw etc.). It is the major 

raw material used in the manufacture of paper, board and tissue.

▪ The process of separating  the cellulose fibres in wood can be done either 

chemically, mechanically, or semi-chemically. 

▪ Total global production of pulp stood at 183mn MT in CY19.

Mechanical pulp Chemical pulp Semi-chemical pulp Recycled pulp

Fibre separation 
mechanism

Mechanical energy – highly 
energy consumption

Chemical and thermal – steam 
for thermal energy is produced 
in-house 

Combination of chemical and 
mechanical

Mainly mechanical with some 
heat and chemicals

Yield High (85-95%) most of the lignin 
is preserved

Lower (45-50% for bleached pulp. 
70% for unbleached pulp)

Intermediate (55-85%) Depends on the waste paper  
source (between 60-95%)

Pulp properties Short, weak, unstable fibres. High 
opacity, good print quality.

Long, strong, stable fibres Intermediate pulp properties Properties depend on the waste 
paper source

Products Newsprint, magazines, books, 
containerboard

Kraft – linerboard for corrugates, 
wrapping
Bleached – fine paper, tissue

Fluted sheet in corrugates, food 
packaging (moulded pulp)

Newsprint, magazines, packaging, 
tissue and writing paper

37%

7%
2%

52%

2%

Global pulp production by type in CY19 
(mn MT) 

Chemical pulp

Mechanical pulp

Semi-chemical pulp

Recycled

Other

Source – The German Pulp and Paper Association (VDP) 8
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▪ While the wood of any tree can be used to produce pulp, the 

properties of the pulp will change depending of if is softwood 

(conifers like spruce, pine, fir) or hardwood (eucalyptus, birch) trees.

▪ Softwood have longer cellulose fibres and hence produce stronger 

pulp (used for production of printing and writing paper). Hardwood 

produces products that are smooth and have high opacity (used for 

tissues etc.). 

▪ Home to some of the world’s largest forests, North America and 

Europe are the largest producers of pulp, accounting for  59% of total 

production between them.

▪ Produced virgin pulp could be integrated with the paper 

manufacturing process in the same mill (integrated pulp) or dried 

baled and shipped elsewhere (market pulp).

▪ Market pulp makes up approximately 38% of total pulp, and the 

demand for this is expected to grow at 2.5% a year for the next 5 

years.

Source- https://www.metsafibre.com/en/media/Stories/Pages/The-future-of-the-pulp-market-these-4-changes-are-to-be-expected.aspx

Global Industry – Pulp manufacturing 
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Global Industry – Pulp prices

▪ The price of pulp has been rising rapidly this year. Market pulp which 

was going at USD 606 per MT in September 2020, increased to USD 

907 per MT by April 2021. 

▪ A combination of factors has driven these prices higher, including 

Covid-19, changes in the demand in China – the largest importer of 

market pulp (37% of the total value of pulp imports in CY20) and 

global shipping delays.

▪ Also affecting the pulp industry is the uncertainty on how the 

industry will change in the wake of the Chinese ban on RCP 

(Recovered paper) since January 2021. Exporters of recovered waste 

paper are seeking other markets while Chinese buyers are resorting 

to importing recycled pulp which is still allowed.

▪ Pulp manufacturers in the US have also been affected by raw 

material shortages, as the US economy recovers from Covid-19 

related shutdowns that affected supply chains and changed 

consumer behavior. Labour too has been hard to find.

Source - Bureau of Labor Statistics, USA 10
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▪ The recycled paper market is estimated to be USD 46bn in 

CY20 and is expected to reach USD 56bn by CY25, growing 

at a CAGR of 4.3%.

▪ Even with a high cost of machinery and inefficient waste 

paper collection and segregation systems, this industry is 

growing, driven by the rapid depletion of resources, 

increased awareness about sustainability and the cost 

benefits to the paper industry.

▪ While in Europe and North America is recycling over 60% of 

their annual paper and paperboard consumption since 

CY09, this industry has not penetrated enough in Latin 

America and Asia have a huge potential to grow. 

▪ The demand for recycled paper is increasing at a CAGR of 7-

8% in developing countries.

Global Industry - Waste paper recycling
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6.6, 62%

6.7, 79%
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Collection of paper for recycling in CY19 (mn MT)
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Source- Future Market Insights report - https://www.futuremarketinsights.com/reports/paper-recycling-market 11
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Global Industry - Waste paper recycling
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▪ Until CY20, China was the largest importer of waste paper for recycling. However since CY20, China has been gradually phasing out of 

importing waster material and in Jan 2021 China completely banned the import of waster paper. 

▪ China imported paper waste of nearly USD 2bn before the ban. Now however, these waste paper are being re-routed to countries like India, 

Vietnam and Malaysia.

▪ In the USA, Recycled paper are mostly (38%, 11mn MT) used for the manufacture of containerboard (including corrugates).

End use of recycled paper and board in the USA in CY19 

Newsprint and other Tissue Boxboard Exports Containerbord

12Source- Future Market Insights report - https://www.futuremarketinsights.com/reports/paper-recycling-market
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▪ Deforestation

Nearly 4bn trees are cut down every year to produce paper. Almost 40% of the world’s commercially cut timber is used for the production 
of paper. 
However, most wood for the industry comes from sustainably managed forests where the cycle of planting, growing and logging is 
carefully controlled. This has resulted in European forests growing at a rate of 1,500 football pitches everyday from 2005. Most of these 
forests are certified to FSC (Forestry Stewardship Council) or PEFC (Program for the endorsement of forest certification) standards.

▪ Waste generation

30% of the total waste that ends up in landfills in the US is paper. When paper rots it emits methane, and when it is burned, carbon 
dioxide, both of which are greenhouse gases. Additionally, toxic dyes, inks and polymers could be carcinogenic and cause health hazards 
when burnt or mixed with ground water.
However, recycling paper mitigates this and therefore collection and recycling of waste paper should be promoted whenever possible.

▪ Air pollution

Pulp an paper manufacturing mills release toxic waste into the air. Lead, hexachlorobenzene (HCB) and polycyclic aromatic hydrocarbons 
(PAH) are some of the persistent, bio accumulative and toxic (PBT) and carcinogenic compounds emitted by the paper mills. Paper mills 
also emit sulphur oxides and nitrogen oxides which cause acid rains, carbon dioxide which is a greenhouse gas and fine particulate matter 
which can cause respiratory issues.

However, pulp and paper mills are heavily regulated in the US, Europe and Canada, and thereby toxic emissions to the air are limited to a 
great extent.

Environmental Impact
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▪ Water pollution

The production of paper uses a large amount of water. Water is used for cooking wood chips to make pulp; as a medium for heat transfer; 

and for washing the wood pulp, machines etc.

However, the optimization of water circuits, the cascade use of water and the implementation of internal water treatments can make the 

process of water utilization more efficient reducing the overall water footprint.

Wastewater discharges from pulp and paper mills contain solids, nutrients and inorganic and organic waste that can affect the water 

quality and life of aquatic organisms. Wastewater may also be polluted with organochlorine which is produced during chlorine-bleaching 

of pulp. 

Appropriate pre-treatment of the waste water and using less-damaging agents in the pulping and bleaching processes can help reduce 

water pollution.

▪ Energy consumption

The pulp and paper industry accounted for 6% of total global industrial energy consumption, being the fourth largest energy consumer 

worldwide. The pulp and paper industry requires a typically high amount of power and heat in forms of hot air and/or steam. Most of this 

is produced in burners where unusable wood-chips and waste products of the pulp manufacturing process (black liquor) are burnt. 

Also, pulp mills around the world are working towards increasing their energy efficiency by generating electricity onsite using a process 

known as combined heat and power (CHP). Pulp mills can use the heat from their generators to create steam that can be used to generate 

electricity. More importantly, the heat can also be used directly for the mills’ industrial processes.

Environmental Impact
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Source – Statistica – Worldwide retail e-commerce sales
https://www.andritz.com/spectrum-en/latest-issues/issue-37/markettrends-megatrends
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Change in consumer preferences and regulatory 
pressure
• Consumers are becoming more knowledgeable about 

sustainable practices and are increasingly demanding 
eco-friendly sustainable packaging options. 

• Laws restricting non-biodegradable material have made 
companies and consumers alike to switch to paper 
products.

• It is estimated that by 2040, 32mn MT of plastic would 
have been replaced by paper and paper products. Growth in e-commerce

• Retail e-commerce sales have been growing at a CAGR of 
18% since CY14, and is expected too grow at a rete of 8% 
to USD 6tn by CY24. Change in consumer behavior

• Increased urbanization which corelates with higher 
income, has driven the demand for paper and paper 
products across various sectors.

• Consumer have been shifting to more ‘on-the-go’ 
lifestyles, which has increased the demand particularly in 
the packaging sector. 

Rapid advances in technology
• Technology is improving, and manufactures are making 

the best used of this. Process control systems, 
information integration, energy efficiency and a  wide 
usage of sensors have are a few examples where 
improved technology is enabling process efficiencies and 
cost reductions in the paper and paper products industry.

Mega trends - positives

Strong economic growth in emerging markets and
growth of the middle class
• The global economic center of gravity is shifting to the 

east, and 140mn are joining the middle class annually.
• This is boosting income and increasing the demand for 

paper in these locations. 
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Digitization
• The digital transformation market is expected to grow at 

a of 23% from 2019 to USD 3.3tn by CY25.
• The demand for e-news, e-books etc., and the trend to go 

paper-less has greatly eaten into the graphic paper 
industry.

• Several producers in Europe have converted machinery 
away from the graphic segment to produce packaging 
material.

Covid-19
• The Covid-19 pandemic’s effect on the paper industry has 

been two fold. While the demand for certain products 
like sanitary material (tissues) and packaging material 
have increased, the demand for printing and writing 
paper have reduced greatly. 

• The industry also faced supply chain disruptions, 
reductions in efficiency and increase in costs due to 
implementing health guidelines, import/export 
restrictions and international logistic issues due to the 
pandemic.

Volatile raw material costs
• Pulp prices have been volatile over the years. Prices rose 

in CY17-18 due to high demand over supply, dropped in 
CY19-20, and has started rising again in CY21.

• Covid-19 and China market related uncertainties have 
resulted in pulp prices being unpredictable. 

• Covid-19 related lockdowns have also restricted the 
collection of paper for recycling and the availability of 
recycled paper pulp, which provides almost 50% of pulp 
for the paper industry. 

Geo-political tensions
• The US is the largest exporter of paper and paperboard 

products in the world and China is the largest importer.
• The US-China trade war resulted in a decline in Chinese 

imports from the US by 24% and US imports from China 
by 9% in CY19.

• This also resulted in a decline in global trade in this 
industry by 4% in CY19.

Mega trends - negatives
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Local Industry – paper and paper products
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0

100

200

300

400

500

600

CY11 CY12 CY13 CY14 CY15 CY16 CY17 CY18 CY19 CY20

Imports of paper and board products (USD Mn)

Pulp Paper Paper products

▪ The market size of the Sri Lankan paper and paper products was LKR 

133bn in CY20.

▪ LKR 59bn was locally produced (0.4% of GDP) and LKR 74bn (USD  

398mn) was imported.

▪ Of the import figure, USD 315mn was paper used as raw materials 

for the manufacture of paper products (books, newspaper, printing 

and writing paper and board, boxes, cartons etc.), USD 58mn was 

finished paper and board products and USD 24mn was virgin and 

recycled pulp.

▪ The industry grew at a CAGR of 3% from CY11 to CY18, after which it 

has declined at CAGR of -7%.

▪ Locally, only the manufacture of recycled pulp and paper is done. 

This too is done at a very limited capacity.

▪ Valachchenei paper mills, Nitya paper mills, Sunbeam paper mils 

(Edna group) are a few of the local paper manufacturers.
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Source - https://paperonweb.com/FAO2019.Paper.pdf 18

Local Industry – paper and paper products
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▪ In the year CY19 397mn kgs of paper and paper products were consumed in Sri La nka. Of this 25mn kgs (6%) was manufactured locally, and 

374mn kgs (94%) was imported.

▪ Of the 397mn kgs of paper and paper products consumed in CY19, 216mn kgs were graphic paper including 33mn Kgs of newsprint. A further 

172mn kgs were consumed for  packaging purposes, 4mn kgs for household and sanitary purposes and 6 kgs for other applications.

▪ In CY19, 170mn kgs of waste paper were collected in Sri Lanka of which 115mn kgs were exported earning USD ~26mn. 
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Source - Uncomtrade, https://www.ft.lk/front-page/Local-corrugated-carton-industry-calls-for-relief-from-skyrocketing-paper-prices/44-714794 19

▪ The local corrugated carton industry consists of about 43 players (small, medium 

and large).

▪ The market size is ~150,000 MT, and ~84% of this is supplied by 8 companies.

▪ The largest companies in this segment are –

ExPack

UniDil

Packwell

Star Packaging

Econopack

▪ The industry is highly price sensitive and margins are very low. Companies gain a 

distinctive advantage by supplying better qualitative factors like better quality, 

exceptional service etc.

▪ ~70% of the raw material costs are for paper and ~90% of the paper is imported, 

this has made the industry highly exposed to forex risk.

▪ The biggest suppliers are – Sweden (27%), Russia (21%) and the USA (18%)

Local Industry - corrugated cartons

Sources of corrugated box raw material imports 
(CY20)

Sweden Russian Federation USA

Poland Estonia India

Austria Canada Brazil

Australia
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Federal Economic Bank of St. Louis - https://fred.stlouisfed.org/series/WPU091405 20

▪ Price of raw materials (kraft liner, test liner and corrugated medium 

sheet) has been increasing rapidly in the past few months. Since 

January, there has been a ~50% rise in prices. 

▪ Current purchase price LKR ~140 per kg of raw material.

▪ This has been due to a drastic shortage of paper in the international 

market, caused by the Covid-19 pandemic, disruptions in the supply 

chain and costly freight charges.

▪ Further, there has been an increase in demand from China. Since 

import of waste paper for recycling was banned since January 2021, 

Chinese companies are looking to fulfill their demand by directly 

purchasing recycled paper from the market.

▪ The depreciation of the Rupee too has added to the problem.

▪ Also, local availability and collection of waste paper for recycling has 

been disrupted due to the pandemic, resulting in a decline of raw 

material available for purchase in the local market too. 
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HS Description Unit
Preferential Duty 

Gen 
Duty

VAT PAL Cess
AP IN PK SF SD

48.04 Uncoated kraft paper and paperboard, in rolls or sheets, 

other than that of heading 48.02
or 48.03.
Kraft liner kg Free Free Free Free Free 8% 10.0% 5%

Other kraft paper and paperboard weighing 150 g/m2 or less kg Free Free Free 5% 4.5% Free 8% 5.0%

Other kraft paper and paperboard weighing more than 150 

g/m2 but less than 225 g/m2

kg 7.5% Free Free 5% 4.5% 15% 8% Ex

Other kraft paper and paperboard weighing 225 g/m2 or 

more

kg 7.5% Free Free 5% 4.5% 15% 8% Ex

Bleached uniformly throughout the mass and of which 

more than 95% by weight of the total fibre content consists 

of wood fibres obtained by a chemical process
kg 7.5% Free Free 5% 4.5% 15% 8% 10.0%

Bleached uniformly throughout the mass and of which 

more than 95% by weight of the total fibre content consists 

of wood fibres obtained by a chemical process
kg 7.5% Free Free 5% 4.5% 15% 8% 10.0%

Other kg 7.5% Free Free 5% 4.5% 15% 8% 10.0%

Sri Lanka Customs 21

Local corrugated carton Industry – raw material import taxation
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Source - https://www.expack.lk/wp-content/uploads/2021/09/Ex-pack%20ipo.pdf 22

Local corrugated carton Industry - demand

0

25

50

75

100

125

150

175

CY22E CY23E CY24E CY25E

Annual production estimates of corrugated boxes 
(1000 MT)

33%

18%17%

5%

4%

6%

17%

Distribution of demand for corrugated boxes in the local 
market based on sector (CY20)

FMCG

Apparel

Tea

Ceramics/glass ware

Rubber

Converters

Other (inc. home appliences)

▪ The demand for corrugated boxes in the local market has been growing at a CAGR of 5% over the past 5 years. 

▪ This sector saw a growth even during the pandemic, because even though the apparel sector (17% of total demand) took a hit, manufacture of 

food and hygiene products (FMCG - 33% of total demand) grew substantially, offsetting this.

▪ Locally manufactured corrugated boxes are of high quality because kraft liner (made of virgin pulp) is used for the liner most of the time (since 

this is what local companies require) vs. using test liner (made of recycled waste pulp) which is what is demanded in developed countries 

because it is eco-friendly. Kraft liner is also more expensive than test liner. 
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Threats
▪ Highly competitive market and therefore pricing policies are also 

competitive

▪ Fluctuating raw material prices and raw material prices are 

exposed to exchange rate movements.

▪ Availability of alternatives like plastic corrugates.

▪ Current trend is shifting towards reducing waste by reducing 

total packaging.

SWOT Analysis – Local corrugated cartons industry

Strengths
▪ Lightweight – convenient to load and unload and leads to less 

freight cost
▪ Low cost – raw materials are relatively cheap, hence the boxes 

tend to be cheaper than the available alternatives
▪ Able to tailor to specifications and have high printing 

compatibilities – useful for marketing and branding
▪ Recyclable
▪ Widespread usage and availability

Weaknesses
▪ Weatherproof concerns – Water and other types of liquid can 

saturate these products, and it may also seep into a box and 
damage the contents.

▪ These boxes may become deformed if they are exposed to 
extreme pressure or when stacked.

Opportunities

▪ Booming e-commerce sector
▪ Changing consumer behaviour and regulations towards more 

eco-friendly packaging solutions.
▪ Huge growth potential in current markets
▪ Export market is virtually untouched, there is large potential in 

this segment 
▪ Ability to optimize the production process to improve efficiency 

and reduce costs 
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▪ Existing market

The main customers of the corrugated boxes industry are the FMCG, apparel and tea industries. These industries could be 
expected to grow during the next few years, and this would directly create demand for the corrugated boxes industry. 

▪ E-commerce

E-commerce has been growing at an exponential rate over the past few years in Sri Lanka. Statistics from Daraz.lk shows that  
active users of the site has increased by 1.5 times and the number of orders have increased 2.5 times y-o-y in CY19.  This is an
opportunity for the corrugated box industry.

▪ Specialized corrugated boxes

Innovative corrugated boxes are being demanded for specialized purposes. Shelf and retail ready corrugated boxes, corrugated 
wardrobes, ballot boxes, coffins etc are some examples.

▪ Exports

Corrugated boxes are indirectly exported when they carry locally manufactured tea, apparel, fruits and vegetables etc. to 
international markets. While many manufactures are currently engaging in this type of exports, only one corrugated box 
manufacturer (ExPack) directly exports their products to the international market. ExPack exports corrugated boxes to the 
Maldivian fisheries industry. Therefore this segment has been vastly untouched, and could lead to great growth avenues for 
this industry.

Local corrugated carton Industry – future outlook


