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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:

· In 2020, revenue expectations for the Paper Mills industry in Canada have been adjusted from a modest decline of
1.6% to a forecast decline of 19.9%, as demand from downstream markets is expected to fall significantly. For more
detail, please see the Current Performance chapter.

· Demand for certain industry products, such as sanitary paper products, is expected to increase as consumers
become increasingly weary of disease transmission. For more detail, please see the Products and Services chapter.

· The spread of COVID-19 (coronavirus) is expected to significantly reduce demand from export markets, the
industry's largest downstream market, by increasing transportation costs and supply chain disruptions. For more
detail, please see the International Trade chapter.
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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 The Paper Mills industry in Canada manufactures paper from pulp, a fibrous material derived from wood. Mill

operators may convert their own pulp into paper or purchase pulp from other mills. Industry products include paper
rolls and reams, in addition to printing, writing, newsprint, packaging and household paper. These products are
typically sold to downstream manufacturers for further processing, printers and newspaper and magazine
publishers.

Major Players Resolute Forest Products

Domtar

Kruger Products LP

Main Activities The primary activities of this industry are:

Manufacturing rolls of printing paper, writing paper, packaging paper and industrial paper from pulp

Manufacturing absorbent sanitary and tissue paper

Manufacturing clay-coated paper

Manufacturing newsprint

The major products and services in this industry are:

Newsprint

Specialty paper

Sanitary products



Paper Mills in Canada December 2020

6 IBISWorld.com

Supply Chain

SIMILAR INDUSTRIES

Coated & Laminated Paper
Manufacturing in Canada

Sanitary Paper Product
Manufacturing in Canada

Paper Product Manufacturing in
Canada

Printing in Canada

Internet Publishing &
Broadcasting in Canada

Wood Pulp Mills in Canada Paperboard Mills in Canada  

 

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Paper & Pulp Mills Paper Mills in the US Pulp, Paper and Paperboard
Manufacturing in Australia

Paper and Paperboard
Manufacturing in China

Paper & Paperboard
Manufacturing in the UK

Pulp, Paper and Paperboard
Manufacturing in New Zealand
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Industry at a Glance
Key Statistics

$5.8bn
Revenue

Annual Growth

2015–2020

-3.8%

Annual Growth

2020–2025

-5.3%

Annual Growth

2015–2025

 

$191.1m
Profit

Annual Growth

2015–2020

-29.1%

  Annual Growth

2015–2020

 

3.3%
Profit Margin

Annual Growth

2015–2020

-11.9pp

  Annual Growth

2015–2020

 

40
Businesses

Annual Growth

2015–2020

-4.4%

Annual Growth

2020–2025

-4.4%

Annual Growth

2015–2025

 

7,969
Employment

Annual Growth

2015–2020

-3.2%

Annual Growth

2020–2025

-4.8%

Annual Growth

2015–2025

 

$633.6m
Wages

Annual Growth

2015–2020

-3.2%

Annual Growth

2020–2025

-4.9%

Annual Growth

2015–2025

Key External Drivers % = 2015–20 Annual Growth

-1.5%
Demand from paper
manufacturing

-6.6%
Demand from newspaper,
periodical, book and database
publishers

-4.9%
World price of wood pulp

3.8%
Corporate profit

-0.4%
Canadian effective exchange rate
index

3.8%
Number of fixed broadband
connections

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Industry Assistance
Medium / Steady   Concentration

Medium

  Technology Change
Medium

NEGATIVE IMPACT

  Life Cycle
Decline   Revenue Volatility

High

  Capital Intensity
High   Regulation & Policy

Heavy / Steady

  Industry Globalization
High / Increasing   Competition

High / Increasing

 

Key Trends

 The product mix has changed somewhat for industry
operators

 The contraction of the US publishing sector has been
detrimental to industry revenue

 Increased price competition has prompted steady
consolidation

 Paper usage will likely continue to decline over the next five
years

 Despite the continued decline in revenue, industry profit is
expected to grow

 Exports are projected to continue to fall over the coming
years

 The industry is highly globalized, with exports accounting for
the majority of revenue
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  High Competition

  Decline Life Cycle Stage

  High Volatility

  High Imports

  Low Profit vs. Sector Average

  High Customer Class Concentration

  High Capital Requirements

   

OPPORTUNITIES

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Very Low Revenue Growth (2005-2020)

  Low Revenue Growth (2015-2020)

  Low Outlier Growth

  Low Revenue Growth (2020-2025)

  Corporate profit
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Executive Summary Burning paper: Digital communications and online services are expected
to put pressure on demand for paper

The Paper Mills industry in Canada has continued to experience structural decline over the five years to 2020. One
of the biggest drivers of the decline has been the contraction of downstream publishing industries across North
America, with the faltering newspaper industry in particular damaging industry performance. All domestic publishing
industries have experienced declines in revenue generated by paper-based communications. With key markets
suffering and demand for the industry's largest product, newsprint, falling, IBISWorld anticipates industry revenue to
fall at an annualized rate of 3.8% to $5.8 billion over the five years to 2020, including a forecast decline of 19.9% in
2020 alone as a result of economic factors related to the spread of COVID-19 (coronavirus). Weak demand from
downstream markets and the spread of coronavirus should harm industry profitability, as operators endure a
forecast decline in revenue alongside an increase in operating expenses. Industry profit, defined as earnings before
interest and taxes, is forecast to fall to 3.3% of industry revenue in 2020.

The industry is highly globalized, with exports accounting for the majority of revenue and the United States being the
primary export destination. Notably, in 2018, the US Commerce Department levied tariffs on domestic newsprint
products after a complaint was filed alleging that the Canadian government was subsidizing the newsprint industry.
This raised prices and resulted in the industry's first year of revenue growth in more than a decade, rising 16.5% in
2018. However, the tariffs were removed in late 2018 by the United States International Trade Commission and with
prices returning to pre-tariff levels, IBISWorld estimates industry revenue declined 3.3% in 2019.

The industry is likely to encounter similar challenges over the five years to 2025. Digital communications and online
services are expected to put pressure on demand for paper. However, growing world GDP and rising levels of
corporate profit in Canada may prompt rising private investment levels, bolstering corporate demand for business
products and limiting the decline in industry revenue. Meanwhile, with key publishing industries continuing to
struggle, it is likely that many companies will continue to pivot toward producing sanitary paper products, while
operators focusing on declining product segments, such as newsprint, will endure continued sales declines. As a
result, IBISWorld forecasts that revenue will decline at an annualized rate of 5.3% to $4.4 billion over the five years
to 2025.
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Industry Performance

Key External
Drivers

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the relative strength of the Canadian dollar against
an index of international currencies. An increase in the CEER represents an appreciation of the dollar, which makes
exports less competitive and the industry is highly reliant on exports. In 2020, the CEER index is anticipated to
decline.

 

Corporate profit

Corporate profit measures the total profit of all Canadian businesses. When corporate profit is high, businesses are
more likely to expand and reinvest in operations, which drives demand for printing paper, notebook paper and other
office related paper products. As a result, rising corporate profit boosts industry revenue. Corporate profit is
anticipated to decrease in 2020, posing a potential threat to this industry.

 

Demand from newspaper, periodical, book and database publishers

The publishing sector purchases newsprint paper and coated paper to publish newspapers, magazines and books.
Demand for paper products typically increases when the publishing sector is growing, thereby benefiting paper mills.
In 2020, demand from newspaper, periodical, book and database publishers is anticipated to decrease.

 

Demand from paper manufacturing

Paper mills supply paper to downstream manufacturers. As a result, industry revenue depends on consistent orders
from paper manufacturing companies. When domestic paper manufacturing activity increases, demand for industry
products also rises. In 2020, demand from paper manufacturers is anticipated to increase.

 

Number of fixed broadband connections

The number of fixed broadband connections can indicate total internet usage in Canada. Demand for paper has
decreased as more individuals and businesses turn to electronic communication, such as e-mail, online media and
e-books. Similarly, online transactions and mobile payments have become more prevalent, further reducing demand
for paper. In 2020, the number of fixed broadband connections is anticipated to increase.

 

World price of wood pulp

Wood pulp is the primary input for paper mills. Industry operators use machinery and chemicals to process wood
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pulp into paper and paper products. When the world price of wood pulp increases, industry operators must incur
higher costs that will ultimately cut into profit. In 2020, the world price of wood pulp is expected to decrease,
representing a potential opportunity for this industry.

 

Current
Performance

The Paper Mills industry in Canada manufactures basic paper products,
such as paper rolls and reams, for various printing, writing, newsprint,
packaging and household paper uses.

These paper products are often distributed to downstream manufacturers of paper products, sanitary products and
stationery to undergo further transformation before final retail sale. Many industry operators have converting facilities
capable of making certain downstream products in industry facilities and these goods are industry-relevant.
Occasionally, the industry's basic paper ream products are sold directly to retailers. Printing paper and newsprint are
used by the publishing and printing sector to produce newspaper and magazines.

The industry and the overall forest products sector have historically been major components of the Canadian
manufacturing economy, with Canada being one of the largest global producers of newsprint. However, the decline
in demand for paper products from businesses and consumers has significantly damaged demand from key
downstream industries. Driving this decline has been an increasing preference for electronic communication and
digital media. The pace of the industry's decline, however, has slowed significantly relative to the decade prior to the
reporting period. Overall, IBISWorld anticipates industry revenue to fall at an annualized rate of 3.8% to $5.8 billion
over the five years to 2020, falling an estimated 19.9% in 2020 alone.

TRADE COMPLICATIONS CONTRIBUTE TO REVENUE VOLATILITY

In early 2018, the US Commerce Department imposed tariffs as high as
20.0% on domestic newsprint products.

After a private equity company acquired a paper mill in the United States in 2016, a complaint was filed alleging that
the Canadian government was subsidizing the domestic newsprint industry in an effort to enhance its own sales.
This served to raise costs for downstream newspaper publishers, as tariffs made domestic newsprint more
expensive, despite still being needed to meet US newspaper publishing needs. Many newspapers were forced to cut
staff or close due to the inability to meet the rising costs of newsprint. Notably, with tariffs prompting increased
prices, the industry experienced its first year of revenue growth in more than a decade, with revenue rising an
estimated 16.5% in 2018. The tariffs were subsequently rescinded in August 2018 following review by the United
States International Trade Commission and with prices forecast to return to pre-tariff levels, IBISWorld estimates
that industry revenue fell 3.3% in 2019.
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DECLINE OF NEWSPRINT AND OTHER PUBLISHING INDUSTRIES

Given Canada's abundant timber stocks and proximity to the United
States, it has traditionally been one of the largest producers of newsprint
paper in the world.

In fact, newsprint was invented in Canada and Resolute Forest Products Inc., the industry's largest player,
represents 6.0% of global newsprint capacity, according to the company's 2019 annual report (latest data available).
As a result, newsprint is the single largest industry product and industry performance can be closely tied to
conditions in downstream newspaper markets. Over the past decade, the rise of digital media has led to declining
demand from newspapers across North America. The proportion of revenue accounted for by newsprint products is
expected to decline during the period and account for about 40.0% of revenue in 2020.

Further damaging the industry, the overall trend across North America for consumers and businesses has been an
overall decline in demand for paper. For consumers, usage of e-mail and consumption of online news content has
reduced demand for paper products. Businesses have also switched to using online technology such as online
billing and storing large documents digitally.

The rise of electronic consumption of books, magazines and general information has led to declines in a variety of
publishing industries across Canada and the United States, including book publishing (IBISWorld reports 51113CA
and 51113), magazine and periodical publishing (51112CA and 51112) and database and directory publishing
(51114CA and 51114).

The rapid contraction of the US publishing sector has been particularly detrimental to industry revenue. The United
States is the industry's primary export destination, accounting for more than 75.0% of total exports and the vast
majority of industry products are exported, with exports accounting for an estimated 83.1% of industry revenue in
2020. Declining demand in the industry's largest downstream market is expected to cause total exports to fall at an
annualized rate of 7.2% to $4.8 billion over the five years to 2020. Lack of overall demand for industry products and
a depreciating domestic currency are forecast to result in a decline in industry imports at an annualized rate of 4.4%
to $2.6 billion during the period.

PROFIT AND INDUSTRY STRUCTURE

The product mix has changed somewhat for industry operators, which
typically endure high purchase costs.

Some operators have chosen to focus on higher value-added products such as sanitary papers, since per-unit profit
tends to be higher for those items. As a result, sanitary products are expected to grow as a share of overall revenue.
Similarly, the spread of COVID-19 (coronavirus) is expected to increase downstream demand for sanitary paper
products, as consumers and businesses become increasingly aware of the risks of disease transmission. Operators
such as Kruger Products LP, the largest domestic producer sanitary paper goods, have been able to gain market
share and have experienced minimal declines in revenue, despite the overall industry downturn. Further, many
operators have focused on cutting costs and investing in further automating industry processes, which is likely to
contribute to a forecast decline in employment at an annualized rate of 3.2% to 7,969 workers. The decline in wages
is not expected to outweigh the loss in downstream demand, so industry profit is expected to fall. IBISWorld expects
industry profit, defined as earnings before interest and taxes, to reach 3.3% of industry revenue in 2020, down from
15.2% in 2015.

Increased price competition and falling paper consumption have prompted steady consolidation over the past five
years, with many operators diminishing production or even shutting down less profitable facilities. As a result, the
number of industry establishments is expected to fall at an annualized rate of 4.3% to 65 locations over the five
years to 2020.
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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 wood

pulp
($ per metric

ton)
2011 10,035 2,065 96.0 60.0 15,567 7,990 3,074 1,187 5,119 900
2012 9,165 1,916 95.0 59.0 14,740 6,731 2,887 1,079 5,321 763
2013 7,439 1,635 93.0 58.0 10,514 6,776 2,898 828 3,561 823
2014 7,412 1,945 83.0 52.0 11,946 7,048 2,861 878 3,226 877
2015 7,019 2,044 81.0 50.0 9,360 7,013 3,260 747 3,267 867
2016 6,997 2,022 71.0 44.0 9,627 6,428 3,115 810 3,683 819
2017 6,413 1,652 75.0 47.0 9,166 5,947 2,944 727 3,410 856
2018 7,472 2,180 77.0 48.0 9,797 6,550 2,868 786 3,790 1,031
2019 7,228 1,998 72.0 45.0 9,374 5,891 2,784 754 4,121 830
2020 5,791 1,004 65.0 40.0 7,969 4,815 2,598 634 3,574 696
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Industry Outlook
Outlook The Paper Mills industry in Canada is anticipated to continue to decline

over the five years to 2025.

Paper consumption will likely continue to decline as electronic communications and online services become more
prevalent among consumers and businesses. This trend is expected to intensify, relative to the previous period, as
technological innovation increases the usage rate of devices and online services. However, the industry has also
made a collective effort to shift its production emphasis toward consumer staples such as sanitary paper products
instead of specialty paper products, with demand for these products expected to grow. Consumers are expected to
be concerned with disease transmission over the next five years following the global COVID-19 (coronavirus)
pandemic, which should also drive demand for sanitary paper products. Overall, IBISWorld forecasts that industry
revenue will decline at an annualized rate of 5.3% to $4.4 billion over the five years to 2025.

CONTINUED DECLINE

Paper usage will likely continue to decline over the next five years.

According to the Canadian Radio-television and Telecommunications Commission's 2019 Communications
Monitoring Report (latest data available), more half the Canadian population owns a tablet. Tablets, mobile phones
and wearable tech usage will likely further increase over the next five years, providing consumers with more ways to
access news and digital content. Moreover, tablets are often used to read digital newspapers and e-books, which
lowers demand for print newspapers, magazines and books. Overall internet usage will also increase, with the
number of fixed broadband connections projected to increase at an annualized rate of 1.7% over the next five years.

In addition, several key downstream markets are expected to continue declining. The publishing market is likely to
continue its run of poor performance, with newspaper publishing (IBISWorld report 51111CA), magazine and
periodical publishing (51112CA), book publishing (51113CA) and database and directory publishing (IBISWorld
report 51114CA) all forecast to decline over the next five years. Similarly, each of those industries is expected to
decline in the United States, which is the single largest market for industry products. Exacerbating the problem, any
revenue growth domestic publishers do experience across all media industries will most likely be generated through
investments in digital channels, rather than traditional print mediums. Although domestic advertising expenditure is
likely to rise, the majority of this growth will not be through print media. Consequently, the domestic Paper Mills
industry will only slightly benefit from any innovations in downstream publishing industries.

However, an improving business environment amid a growing economy should help to somewhat mitigate the
overall decline. While some businesses have transitioned to paperless records and systems, along with electronic
filing and billing systems to minimize the need for paper, many will still require a wide variety of paper products to
function. IBISWorld estimates that strong economic conditions will lead to corporate profit rising at an annualized
rate of 6.6% over the five years to 2025. As profit rises, businesses will expand operations and employment, which
typically leads to increased business usage of paper products, with aggregate private investment forecast to grow at
an annualized rate of 4.2%.

PROFIT

Despite the continued decline in revenue, industry profit is expected to
grow as operating conditions normalize following the spread of
coronavirus.



Paper Mills in Canada December 2020

15 IBISWorld.com

Profit, defined as earnings before interest and taxes, is expected to grow from 3.3% of revenue in 2020 to 11.6% in
2025. This is primarily a result of an expected decline in operating expenses, as the spread of coronavirus increased
transportation costs and caused production delays for many operators. The spread of coronavirus also negatively
influenced demand for industry products from export markets, which account for the vast majority of industry
revenue. As conditions normalize following the spread of coronavirus, IBISWorld expects industry profit to be
positively affected.

Despite forecast growth in industry profit, the continued forecast decline in industry revenue is expected to lower
industry participation and promote consolidation activity, as only the most efficient operators will have a chance to
perform well. As a result, IBISWorld expects industry enterprises to decline an annualized 4.4% to 32 operators.
With the number of eligible employers expected to fall, IBISWorld expects industry employment to decline
accordingly. Overall, industry employment is expected to decline an annualized 4.8% to 6,222 workers.

TRADE

Exports are projected to continue to fall over the coming years, primarily
due to the decline of newspaper and magazine publishing in the United
States, which is by far the industry's largest market.

Meanwhile, growing paper mill industries in emerging markets such as South America and Asia will increase foreign
competition and likely diminish potential export growth into other overseas markets. In addition, a slight appreciation
of the Canadian dollar will make domestically produced goods more expensive in foreign markets, constraining
demand. Over the five years to 2025, IBISWorld projects exports will decline at an annualized rate of 5.5% to $3.6
billion.

Imports are also expected to decrease, as the continued contraction of the domestic market for industry products
reduces domestic demand for foreign paper products. Import concentration will remain high however, with overall
imports expected to decline an annualized 3.1% to $2.2 billion during the period.

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 wood

pulp  ($ per
metric ton)

2020 5,791 1,004 65.0 40.0 7,969 4,815 2,598 634 3,574 696
2021 5,767 1,248 63.0 39.0 7,849 4,783 2,643 626 3,627 774
2022 5,527 1,382 60.0 38.0 7,507 4,569 2,605 598 3,563 793
2023 5,177 1,393 57.0 36.0 7,105 4,269 2,492 565 3,400 812
2024 4,802 1,268 55.0 34.0 6,672 3,950 2,359 530 3,211 824
2025 4,422 1,146 51.0 32.0 6,222 3,629 2,217 493 3,010 834
2026 4,031 1,023 48.0 30.0 5,730 3,300 2,062 453 2,793 844
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Industry Life Cycle The life cycle stage of this industry is    Decline

LIFE CYCLE REASONS

IVA is falling despite forecast growth in Canadian GDP

The use of traditional printing paper is in a long-term decline

Struggling mills are consolidating to mitigate profit loss and reduce competition

The Paper Mills industry in Canada is in the decline stage of its life cycle. Over the 10 years to 2025, industry value
added (IVA), which measures an industry's contribution to the economy, is projected to fall at an annualized rate of
5.6%. In contrast, Canada's GDP is forecast to grow at an annualized rate of 1.6% during the same period. The
industry has consistently shrunk during an era in which the general Canadian economy experienced overall growth,
which is emblematic of an industry in decline.

Paper usage has declined across all downstream markets due to technological advances. Increasing use of online
services, tablets, smartphones and other technology has reduced demand for paper products. For instance,
consumers can easily access news and media online through smartphones and tablets, while businesses have
turned to electronic files and online billing. Over the next five years, online services and digital media will only gain
further prevalence, which will likely reduce paper usage. Therefore, the structural decline in demand for paper is
likely to continue.

Industry operators have significantly downsized and consolidated operations, as paper usage has contracted. Over
the 10 years to 2025, the number of enterprises is projected to fall at an annualized rate of 4.4%, while employment
is anticipated to fall at an annualized rate of 4.0% during the same period. Paper mills have focused on cutting costs
and improving operating efficiency. Steady, long-term consolidation suggests that the industry is declining and likely
will continue to do so over the coming years.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Cardboard Box & Container Manufacturing in Canada

Sanitary Paper Product Manufacturing in Canada

Office Stationery Manufacturing in Canada

2nd Tier

Newspaper Publishing in Canada

Book Publishing in Canada

Printing in Canada

Office Supply Stores in Canada

Magazine & Periodical Publishing in Canada

Key Selling Industries
1st Tier

Inorganic Chemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Industrial Machinery & Equipment Wholesaling in
Canada

Recycling Facilities in Canada

2nd Tier

Electric Power Generation, Transmission and Distribution
In Canada

Coal Mining in Canada

Mineral & Phosphate Mining in Canada

Nonmetallic Mineral Mining and Quarrying In Canada

Products & Services

  NEWSPRINT

Newsprint paper in the Canadian Paper Mills industry is a significant
product segment for operators, accounting for nearly half of industry
revenue in 2020.

Newsprint paper is a low-cost paper designed for printing presses, which most commonly produce paper for
newspapers, directories and other low-cost publications. Also included in this segment is uncoated groundwood
paper, which is made from more than 10.0% mechanical pulp. This paper is typically brighter than newsprint and is
used for different printing or converting applications. The production of both newsprint and groundwood paper is
highly dependent on the level of demand from the newspaper and directory publishing industries, both of which have
experienced a considerable decline over the five years to 2020. Newspapers and directories have increasingly been
replaced by comparable content on the internet, which has dampened demand for newsprint paper. As a result,
newsprint is expected to decline as a share of industry revenue during the period. In 2020, newsprint is expected to
account for 41.5% of industry revenue, down from 44.8% in 2015.

SPECIALTY PAPER

Industry operators manufacture a variety of consumer-use and industrial-
use paper products, classified as specialty paper products.

Paper mills manufacture printing, writing, industrial and converting papers. This product segment primarily
comprises freesheet papers, which are used for office and business printing, business forms and envelopes, text
and trade book publishing, commercial printing and stationery. On a much smaller scale, this industry also
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manufactures a variety of packing products such as paper bags and construction paper. Demand for printing paper
and office stationery declined over the past five years, as offices and individuals have shifted in favour of a less
paper-centric workplace, where electronic communications and digital technology are used in conjunction with only
occasional printed materials. However, this decline is expected to be outweighed by declines in demand for
newsprint products, helping to grow the specialty paper product segment as a share of industry revenue.
Accordingly, specialty papers are expected to grow from 25.9% of revenue in 2015 to 27.4% in 2020.

SANITARY PRODUCTS

Industry facilities produce personal care products, including bathroom
tissue, paper towels, in addition to a variety of disposable sanitary
products such as diapers, sanitary napkins, feminine care products and
incontinence pads.

Major producers of such products include Kruger Products LP, which manufactures a range of high-quality tissue
paper products. While such goods are often produced in the Sanitary Paper Product Manufacturing industry
(IBISWorld report 32229aCA) by facilities that acquire parent rolls and then convert them into relevant products,
products made from paper that is manufactured and converted in the same facility is considered industry-relevant. In
2020, this segment is expected to account for 31.1% of industry revenue, up from 29.3% in 2015. The spread of
COVID-19 (coronavirus) is expected to aid the growth of this segment as a share of revenue, as consumers and
businesses have increasingly demanded sanitary paper products for a variety of downstream uses.

Demand
Determinants

Facilities in the Canadian Paper Mills industry produce intermediate
products that are vertically integrated into other manufacturing industries,
including paper converting and publishing.

Demand for paper rolls strongly depends on downstream demand from these industries, in addition to demand from
overseas manufacturing industries that require the industry's products.

Industry products are processed into converted paper products or used for publishing newspapers, books,
magazines, directories and greeting cards. Given that processed paper products have many applications, demand
for industry products is mostly driven by the overall level of economic activity, both in Canada and the United States,
which is by far the industry's largest trading partner. When businesses experience steady consumer demand, paper
usage typically increases. Conversely, stagnant economic growth dampens demand for paper and paper products.
For this reason, the spread of COVID-19 (coronavirus) is expected to negatively affect industry performance, as
demand from international trading partners is forecast to decline alongside demand from domestic businesses. In
fact, IBISWorld expects aggregate private investment in Canada, a measure of non-government capital formation
and investment, to decrease 12.8% in 2020 alone alongside a forecast decline of 18.3% in industry exports that
same year. As a result, industry revenue is forecast to decline 19.9% in 2020 alone, representing the largest decline
in industry revenue in recent history. However, the spread of coronavirus has increased demand for certain industry
products, such as sanitary paper products, which is expected to moderate the decline in industry revenue to a
degree.

Consumer and technology trends have limited paper usage in recent years. Consumers and businesses are
increasingly using e-mail, e-books and other digital technologies as the primary source of communication. As a
result, demand for newspapers, magazines, stationery, envelopes and other related paper products has dwindled
over the past several years. This trend is expected to continue for the foreseeable future.
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Major Markets

  EXPORTS TO THE UNITED STATES

Over the five years to 2020, sales to the United States have comprised the
bulk of revenue in the Paper Mills industry in Canada.

Under the newly instituted United States-Mexico-Canada Agreement, trade among the three North American nations
is encouraged. Therefore, exports to and imports from the United States are particularly attractive to industry
operators, as this also keeps transportation costs relatively low. During the reporting period, the US dollar has
strengthened in value while the Canadian dollar has depreciated, making domestic goods more attractive in US
markets. Despite this depreciation, the nominal value of domestic exports bound for the United States is expected to
decline an annualized 6.2% during the period. In 2020, this segment is expected to account for 66.1% of industry
revenue, down from 81.5% in 2015.

ALL OTHER EXPORTS

Other key export destinations for this industry include India, China, the
United Kingdom and Mexico.

In 2020, IBISWorld estimates that exports to other countries will account for 17.0% of industry revenue, down from
18.4% in 2015. This percentage has fallen during the period as a result of weakened demand from export markets,
which outweighed the overall decline in industry revenue. Exports have declined consistently, except for a spike in
2018 that was likely associated with the tariffs on domestic newsprint levied in the United States. The long-term
decline in the value of industry exports despite a depreciation in the Canadian dollar is likely due to expanded paper
production in developing economies and an overall decline is paper usage.

DOMESTIC BUYERS

In 2020, IBISWorld estimates that domestic buyers will constitute 16.9% of
total industry revenue, a percentage that is expected to grow during the
period.

Domestic downstream buyers include numerous industries, such as paper product manufacturers, sanitary paper
product manufacturers and a variety of publishing industries. As a whole, domestic buyers have risen as a share of
total industry demand, but this has primarily been due to a decline in exports rather than significant growth in
downstream demand.
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International Trade Exports in this industry are    High and Decreasing

Imports in this industry are    High and Decreasing

The Paper Mills industry in Canada is characterized by a high level of international trade. The United States is the
primary trading partner for the industry as a result of its proximity to Canada and low trade barriers. Many of the
industry's players also have extensive US operations or even have corporate headquarters based in the United
States. Overall, the United States is anticipated to account for 79.5% of exports and 83.9% of imports in 2020.

Imports

Industry imports are anticipated to decrease an annualized 4.4% to $2.6 billion over the five years to 2020. With
many downstream industries struggling, there has been strong competitive pressure from foreign countries,
particularly emerging markets that have expanded paper production capacity over the past five years. Despite
increased production abroad, the depreciation of the domestic currency has made foreign products comparatively
more expensive for Canadian consumers, likely lowering demand. Additionally, the continued decline in domestic
demand for paper products has reduced the overall consumer base for imported paper products. The United States
is the primary importer of industry products, with no other trade partner expected to account for more than 5.0% of
imports in 2020. Other significant importers include China, Germany and Indonesia.

Exports

Exports are expected to fall at an annualized rate of 7.2% to $4.8 billion over the five years to 2020. Recent declines
in total exports are primarily the result of falling demand for paper from the United States, the destination for almost
80.0% of all exports, in response to sharp declines in several publishing industries, particularly newspaper
publishing (IBISWorld report 51111). The spread of COVID-19 (coronavirus) is also expected to negatively influence
demand for industry exports, by increasing transportations costs for operators and making exported products more
expensive. Additionally, the spread of coronavirus is expected to significantly reduce demand for industry products
from businesses and publishing companies, which may seek to lower expenses as a result of poor economic
conditions.

The United States is by far the industry's largest trading partner in terms of total exports, so falling demand from this
market will harm total exports significantly. In addition to a decline in demand from traditional markets, some of the
decline in exports is a result of growth in paper mills in emerging markets. In particular, increased competition from
operators in South America and Asia, has lessened demand for Canadian exports, as these operators can typically
offer lower prices. Outside of the United States, significant export markets include China, which is expected to
account for 4.0% of total exports in 2020; India (3.5%); and Mexico (2.3%). Notably, demand from Mexico and China
has increased in nominal terms during the reporting period, bucking the overall trend of declining exports, with
growth in newspaper industries in India helping to drive that demand.
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Business
Locations

  Establishments in the Paper Mills industry in Canada are generally distributed according to the population densities of each
province. However, at 22.6% of the Canadian population, Quebec is a distant second to Ontario in terms of population density,
according to 2020 figures from Statistics Canada (latest data available). However, Quebec's large landscape and abundance of
natural timber stocks has made the province a clear leader in the forest products and paper production sectors, holding an
estimated 45.3% of the industry's total establishments in 2020. Ontario, which holds 38.8% of the Canadian population, is
expected to possess a smaller share of industry establishments at 26.1% in 2020.

In total, Quebec and Ontario dominate Canada's total timber and paper production industries due to the high population density of
each province, vast availability of lumber, convenient access to major Canadian cities and proximity to US ground shipping. British
Columbia possesses a similarly advantageous climate and its proximity to the Pacific Ocean makes it a convenient location for
exports to the west coast of the United States, Mexico and Asian markets. As a result, British Columbia holds an estimated 16.4%
of the industry's establishments in 2020. The remaining industry locations exist only sparsely in the other provinces and are not a
substantial part of industry paper production, with no other province accounting for more than 5.0% of industry establishments in
2020. Most of the remaining establishments are small and located in prairie climates that are not advantageous for timber razing
and paper manufacturing.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

The Paper Mills industry in Canada has a moderate level of market share concentration. In 2020, the four largest
producers are expected to account for almost 45.0% of industry revenue. The industry consists of several types of
operators, with the largest being Resolute Forest Products Inc. (Resolute), the world's largest newsprint
manufacturer. Other major players include multinationals such as Domtar Corporation and Kruger Products LP
(Kruger), which both focus on different product segments. In addition to larger operators, there are also various
smaller operators that focus on regional markets. The overall market share concentration has remained pretty stable
over the five years to 2020. Resolute has fallen slightly as a share of revenue due to declining newsprint demand,
however, Kruger has bolstered capacity of its tissue products and experienced a much slower decline in revenue
during the period. The industry has steadily consolidated in recent years as a result of rising competitive pressures
from digital media and foreign manufacturers of paper, packaging materials and hygiene products. Falling demand
for newsprint and declining exports have made it difficult for smaller mills to remain profitable in this industry,
causing some operators to shut down entirely.

Key Success
Factors

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

Economies of scale:
Larger mills benefit from greater bulk purchasing power, which contributes to lower costs per unit. Additionally, larger
mills benefit from the efficiency of automated production processes.

Ability to accommodate environmental requirements:
Industry operators must comply with government regulations on chemical usage and effluent production limits. Mills
that fail to comply with regulations may draw fines and sanctions.

Degree of automation:
Industrial automation can significantly reduce labour and operating costs for mills, bolstering profit over the long run.
Companies that successfully integrate industrial automation have a competitive advantage in the industry.

Guaranteed supply of key inputs:
Paper mills are dependent on a steady supply of timber and wood pulp to operate. Therefore, mill operators that
have long-term supply contracts can better project their raw material costs, thereby bolstering profit.
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Cost Structure
Benchmarks

  Profit

Profit, measured as earnings before interest and taxes, is expected to
account for 3.3% of industry revenue in 2020, down from 15.2% in
2015. Profit is expected to decline during the period in response to
shifting demand and the spread of COVID-19 (coronavirus), which is
expected to increase industry operating expenses. Newsprint has
traditionally been the largest product segment in the industry and
demand for newsprint has fallen, harming industry performance.

 

  Wages

Due to the increasing level of automation in the industry, paper mill
employment figures have steadily declined. However, these mills do
require highly skilled workers, such as production managers and
industrial engineers. As a result, the industry typically has higher wages
than many other manufacturing industries, with the average industry
employee expected to earn a salry of about $80,000.0 in 2020.
Ultimately, the decline in industry revenue is forecast to outpace the
decline in industry wages, increasing wages as a share of industry
revenue. The combination of these factors is expected to result in
growth in industry wages, from 10.6% in 2015 to 10.9% in 2020.
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  Purchases

Similar to the overall manufacturing sector, purchases account for the
largest share of industry costs. Industry operators must purchase wood
pulp, chips, cellulose material and a variety of chemical products
needed to transform pulp into paper rolls. Purchase costs are forecast
to account for 45.0% of industry revenue in 2020, up from 43.2% in
2015.

 

  Marketing

Marketing expenses are minimal and represent 1.4% of industry
revenue in 2020, up from 0.5% in 2015.

 

  Depreciation

Depreciation is expected to account for 3.1% of revenue in 2020, down
slightly from 3.2% in 2015. While capital investments have fallen during
the period, industry revenue has also been declining, thus maintaining
a constant share of industry depreciation.
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  Rent

Industry rent expenditure is estimated to account for 2.7% of revenue in
2020, up from 1.4% in 2015.

 

  Utilities

Paper production is highly energy intensive because mills are
dependent on significant amounts of electricity and municipal water to
blend toxic chemicals, bleach pulp inputs and transform cellulose
material into paper. The paper production process is also mostly
automated and functions within large warehouse facilities, which further
contributes to energy usage payments.

Overall, utility expenses are anticipated to account for 14.6% of
revenue in 2020, down from 15.9% in 2015. The industry continually
strives to limit the use of water, fuel and electricity in daily operations by
recirculating these materials or, in many cases, recycling effluent
material in exchange for various provincial and federal tax refunds. As a
result of efficiency improvements, utility expenses as a share of
revenue has fallen over the past five years.

 

  Other Costs

Other expenses include marketing, repair and maintenance, insurance,
research and development, taxes and other miscellaneous costs.
Collectively, these costs are anticipated to account for 19.0% of
industry revenue in 2020, up from 9.8% in 2015.

 

Basis of
Competition

Competition in this industry is    High and the trend is Increasing

  The Paper Mills industry in Canada has a high degree of competition.

Competition for the average industry paper mill comes from other industry operators and from substitutes for paper
products, especially digital replacements for printed material, substitute packaging materials and imported products.

INTERNAL COMPETITION

Industry operators compete heavily on the price and quality of materials.

Price is one of the most important factors, since the majority of industry products are indistinguishable inputs that
are sold in bulk to downstream industries. Wholesale buyers of industry products are most concerned with keeping
input costs as low as possible to maximize profit. Industry producers that possess significant economies of scale and
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sufficient purchasing power can negotiate wood pulp and chemical prices at lower costs, thereby enabling them to
produce lower-cost products that offer industry operators a competitive advantage. Conversely, quality can exceed
price in terms of importance, particularly with respect to magazine and periodical publishing companies that demand
glossy, strong paper materials. Product quality is important for industries in which the paper product is used for
presentation and marketing purposes.

It is also essential that manufacturers in this industry have sufficient inventory to meet the immediate demands of
downstream producers and distributors. Companies must consistently deliver high-quality products and provide
exceptional service to communicate any changes and delays. The location of a manufacturing facility and its
proximity to key customers is also important when meeting delivery deadlines and reducing transportation costs. It is
also critical to have skilled sales employees that are capable of negotiating wholesale prices that accurately reflect
changing input prices.

For an industry that relies heavily on natural resources, access to raw materials, such as hardwood timber, softwood
timber and varieties of woodchips, is another important source of competition. Since timber is a protected resource,
paper mills must compete with one another for access to raw materials. Environmental awareness can also be a
competitive advantage. The use of recycled materials in newsprint and packaging materials and the energy
efficiency of the manufacturing plant are all factors that help give a paper manufacturer an improved image when
compared with the industry as a whole. These factors may help future sales to downstream industries that use
environmental initiatives as a marketing tool.

EXTERNAL COMPETITION

Imports pose a threat to the industry, particularly through price-based
competition.

The cost of selling foreign products in the Canadian market is tied with transportation costs, with the United States
poised to introduce competitively priced products to the market without incurring substantial transportation costs.
Furthermore, paper industries in developing countries have grown rapidly over the past 10 years, improving the
quality and volume of foreign products and putting further pressure on operators. Some developing countries have
significantly fewer regulation tied to forest products, reducing costs for these operators relative to Canadian
operators.

Paper mills also experience external competition from digital platforms. Competition from the internet has intensified
significantly, reducing paper circulation for newspapers, magazines, books, stationery and other paper products.
The upside is that new paper products have been introduced to complement new technologies such as high-
resolution printing paper.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady
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  Prospective entrants to the Paper Mills industry in Canada
encounter high barriers to entry. Paper production is
highly regulated and capital intensive. New entrants must
obtain necessary permits and navigate environmental
regulations. Additionally, paper production is automated
and dependent on industrial technology, which contributes
to high start-up costs. Lastly, paper mills require sufficient
space to operate, further contributing to the high barriers
to entry for the industry.

The Canadian Environmental Protection Act regulates the
use of chemical bleaches and the Fisheries Act regulates
maximum acceptable levels of effluent production. Paper
mills are required to self-monitor chemical usage and
effluent production, while environment regulators ensure
that self-reported data do not exceed safety levels. New
entrants must hire skilled personnel and purchase the
necessary equipment to self-report environmental
damages, which makes it costly to enter the industry. The
Pulp and Paper Effluent Regulations within the Fisheries
Act outlines acceptable levels of effluent discharge into
waters.

Access to forest resources also acts as a barrier to entry
for the industry. Paper mills are dependent on access to
forest products such as pulp, which are limited natural
resources. While some major players are vertically
integrated and have access to their own timber supply,
smaller operators must compete for access to wood pulp
and timber. New entrants will have difficulty establishing a
stable supply of wood pulp and other raw materials,
making it challenging to operate in the industry.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Decline  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance Medium  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  Similar to most paper product industries, the Paper Mills industry in Canada is highly globalized. Imports regularly
account for more than 75.0% of domestic demand, while exports typically account for about 85.0% of industry revenue.
Many companies have highly integrated paper and pulp manufacturing activities throughout North America. For example,
major players such as Domtar Corporation and Resolute Forest Products Inc. operate extensively across both the United
States and Canada. Additionally, several emerging economies have increased total purchases of paper and sanitary
products in recent years, thereby increasing foreign demand for these products over the five years to 2020. However,
some emerging markets have also significantly expanded paper production capabilities, increasing the level of global
competition. These countries will increasingly pose a competitive threat to established paper manufacturers in Canada
over the five years to 2025.
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Major Companies

Major Players Resolute Forest Products Inc.

Market Share: 14.7%

  Resolute Forest Products Inc. (Resolute) is a Canadian company founded following the merger of Bowater Inc. and
Abitibi Consolidated Inc. Resolute is an integrated forest products company that produces a variety of products
including pulp, tissue, wood products, newsprint and specialty papers. Resolute owns dozens of pulp and paper
mills and wood products facilities in the United States and Canada. While Resolute maintained a newsprint
manufacturing facility in South Korea for years, it closed this facility in February 2017 due to falling demand.
According to the company's 2019 annual report (latest data available), Resolute generated $3.9 billion in revenue in
2019.

Resolute has five different operating segments and it participates in this industry through its newsprint and specialty
papers segments. The company is a significant global newsprint producer, with six active newsprint facilities in North
America in 2019 and a total capacity of 1.3 million tonnes. In addition, Resolute produced specialty papers at four
facilities in North America in 2019.

Over the five years to 2020, the company has struggled due to weakening global demand for newsprint and paper
products. As a result, Resolute has closed several Canadian facilities, including two that produced both newsprint
and specialty papers and production figures have fallen consistently. Although the majority of these closures took
place prior to 2015, it indefinitely idled a newsprint facility in Ontario in 2017. The company did restart a specialty
papers machine in Quebec in 2017, however, which was responsible for more than half domestic production in
2018.

Financial performance

Over the five years to 2020, Resolute's industry-relevant operations are forecast to decline at an annualized rate of
8.7% to $849.4 million. The company's newsprint products were subject to US tariffs in 2018 that raised prices and
prompted 17.0% growth in revenue on the year, despite newsprint shipments continuing decline. Overall, due to
closures of some facilities, the company's Canada newsprint capacity declined an annualized 13.8% between 2015
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and 2019. Meanwhile, shipments of specialty papers also declined significantly during the same period, despite the
company restarting a specialty papers machine in Quebec in 2017.

The company's operating profit was negative for several years during the reporting period due to poor performance
in the newspaper segment, however, profit returned to growth in 2018 due to improved performance and a focus on
cutting costs. Overall, the company's industry-relevant profit, defined as earnings before interest and taxes, is
expected to grow to $89.4 million over the five years to 2020.

 
Resolute Forest Products Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 1,341.4 N/C -0.8 N/C
2016 1,271.5 -5.2 -2.1 162.5
2017 1,165.3 -8.4 -22.8 985.7
2018 1,363.7 17.0 91.4 N/C
2019 1,111.0 -18.5 68.4 -25.2
2020 849.4 -23.5 89.4 30.7

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Domtar Corporation

Market Share: 14.3%

  Headquartered in Montreal, Domtar Corporation (Domtar) was originally founded in 1903 as Dominion Tar and
Chemical Company Ltd., an organization with a range of activities related to chemicals, construction materials and
paper products. Domtar is North America's largest integrated marketer and manufacturer of uncoated freesheet
paper. Domtar employs about 10,000 workers, more than a quarter of which are located in Canada. According to the
company's 2019 annual report (latest data available), Domtar generated $6.8 billion in total sales in 2019, with
71.2% of sales coming in the United States and 8.0% of sales coming in Canada.

The company operates in two business segments, which includes pulp and paper and personal care, with about
80.0% of revenue traditionally being generated by the pulp and paper segment. The pulp and paper business
designs, manufactures, sells and distributes specialty paper, packaging paper and wood pulp. Domtar participates in
this industry through the production of paper in its pulp and paper segment. While the majority of Domtar's paper
production takes place in the United States, it maintains two paper production facilities in Canada, one in Quebec
and one in Ontario. IBISWorld expects that about 25.0% of its paper production will take place in Canada.

The company has steadily downsized operations in recent years, both to reduce operating costs and to focus on
more profitable ventures in the wake of declines in demand for paper products. For example, just prior to the
reporting period, in December 2013, Domtar sold off several of its former E.B. Eddy plants in Ottawa and Quebec. In
addition, in 2016, the company removed a paper machine at its Ashdown, Arkansas, facility in favour of a new pulp
machine, signifying a change in focus away from traditional paper manufacturing toward hygiene products. Notably,
while paper sales have fallen, the percentage of production taking place in Canada has improved during the
reporting period, as domestic production has remained similar since 2015 while US capacity has fallen steadily.

Financial performance

Domtar's Canadian paper business is anticipated to decline at an annualized rate of 1.4% to $827.1 million over the
five years to 2020. This forecast decline has likely been moderated by currency fluctuations, as overall company
paper production has fallen about 3.0% over the past five years and total paper revenue fell accordingly. This has
been prompted by falling demand for paper experienced across North America over the past five years. Domtar's
shift of focus toward more profitable segments has had a positive influence on its operating profit, defined as
earnings before interest and taxes, which is expected to decline an annualized 0.5% to $52.5 million over the five
years to 2020. Although profit is expected to fall, this represents a much more moderate decline than the industry as
a whole. The company does not produce newsprint and was not affected by the tariffs levied on such products that
led to strong growth in industry revenue in 2018.
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Domtar Corporation (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 889.0 N/C 53.8 N/C
2016 971.4 9.3 46.1 -14.3
2017 889.5 -8.4 50.0 8.5
2018 956.4 7.5 92.6 85.2
2019 968.4 1.3 54.4 -41.3
2020 827.1 -14.6 52.5 -3.5

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD)

Kruger Products LP

Market Share: 12.6%

  Kruger Products LP (KPLP) is Canada's largest manufacturer of tissue paper for household, industrial and
commercial use. KPLP was founded in 2012 and functions as an operating company which is 83.7% owned by
Kruger Inc., in limited partnership with publicly traded KP Tissue, which controls the remaining interest. KPLP can
trace its lineage back to Kruger Inc., which was founded as Kruger Paper Company Limited in 1904 in Montreal.
KPLP has operations in both the United States and Canada and employs 2,500 workers across its facilities, with
2,000 being in Canada. According to its 2019 annual report (latest data available), KPLP recorded total revenue of
$1.4 billion.

KPLP reports its revenue through three operating segments, which include consumer, away-from-home (AFH) and
other. Each segment sells similar industry-relevant products. The consumer segment sells through traditional
retailers and distributors, while the AFH business targets property managers, healthcare facilities, food service
facilities and public facilities. The company sells dozens of different types of tissue products under a variety of well-
known brands, including Scotties, Cashmere, Purex and SpongeTowels. KPLP participates in this industry through
its Canadian manufacturing facilities, which consist of three tissue plants in Quebec and one in British Columbia.
Each manufacturing facility has several paper machines and a variety of different converting equipment capable of
turning paper into industry products. In 2019, KPLP announced it would become the Official Canadian Tissue of the
National Hockey League, an agreement sure to increase brand exposure and recognition.

Its Canadian operations have annual production capacity of 273,500.0 metric tonnes of tissue and account for an
estimated 72.4% of total company production. The company has pursued several developments during the reporting
period that have helped to facilitate its growth. In July 2016, the company announced that it will invest $55.0 million
to add a new paper machine to one of its Quebec plants and both these developments have boosted Canadian
capacity. KPLP's most significant development during the reporting period was the 2018 completion of its Through
Air Dried (TAD) project facility in Memphis, Tennessee. This facility expanded total production capacity 19.8% and
because this facility makes higher value products than most of KPLP's other facilities, the share of company revenue
provided by Canadian manufacturing has fallen during the reporting period, from under two-thirds to about 50.0%.

Financial performance

Over the five years to 2020, KPLP's tissue paper revenue is anticipated to decline at an annualized rate of 0.5% to
$729.1 million. The consumer segment has helped to minimize the decline in industry revenue during the period, as
a result of rising prices and growing shipment volumes for such goods. The company's consumer segment
experienced 14.0% growth between 2016 and 2018, compared with 1.8% from the AFH segment. Company
revenue may grow over the five years to 2025, following the August 2018 announcement of a $575.0 million capital
investment in a new TAD facility in Sherbrook, Quebec. This facility will have annual capacity of 70,000.0 tonnes of
premium tissue and paper towel products, with production expected to begin in 2021. Investment in the TAD facility
in Quebec and similar investments during the period have had a negative influence on its operating profit, defined as
earnings before interest and taxes, which is expected to decrease an annualized 1.9% to $46.6 million over the five
years to 2020.
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Kruger Products LP (industry-relevant operations) - financial performance

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2015 746.5 N/C 51.4 N/C
2016 711.9 -4.6 61.4 19.5
2017 774.6 8.8 55.7 -9.3
2018 803.6 3.7 32.2 -42.2
2019 782.1 -2.7 41.2 28.0
2020 729.1 -6.8 46.6 13.1

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies The Paper Mills industry in Canada operates with a moderate level of market share concentration. The three largest
companies in the industry are expected to account for 41.5% of industry revenue in 2020, with the remainder coming
from small- and medium-sized producers. Market share concentration among the largest operators in the industry
has remained relatively stable over the five years to 2020, despite increased consolidation activity. While mergers
and acquisitions may increase over the next five years, small- and medium-sized companies will continue to operate
on a regional basis and produce industry goods exclusively for various downstream operators.

Rayonier Advanced Materials Inc.

  Market Share: 1.4%
  In November 2017, Rayonier Advanced Materials Inc. (Rayonier) acquired Tembec Inc. (Tembec) for $1.0 billion.

Tembec, headquartered in Montreal, was founded in 1972 as a pulp mill and grew significantly across Canada over
the past four decades, serving as a major forest products company that produced lumber, newspaper, paper pulp
and specialty cellulose. In addition to its operations in North America, it also had an international presence, having
purchased a pulp mill in France in 1994. According to its 2019 annual report (latest data available), Rayonier
generated $2.4 billion in global revenue in 2019.

Rayonier is a United States-based manufacturer of cellulose specialties and various pulp-based commodities.
Rayonier operates in four segments, high purity cellulose, forest products, paperboard and pulp and newsprint. Its
paper segment is essentially the same segment that had operated under Tembec, consisting of a paperboard
manufacturing plant (IBISWorld report 32213) and one industry-relevant newsprint mill in Ontario, with annual
capacity of about 20,000.0 metric tonnes. In 2020, Rayonier is forecast to generate $81.2 million in industry-relevant
revenue, representing a 1.4% share of the domestic market.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Paper Mills industry in Canada has a high level of
capital intensity. Paper Mills are highly mechanized and
companies must invest heavily in machinery and
manufacturing equipment. The overall contraction of the
Canadian paper sector has limited industry manufacturers'
new capital investments to some extent over the past
decade. However, some operators have sought to further
automate processes to expand efficiency and production.
Notably, as capital expenditure has fallen, wages have
done so at a slower rate, which has helped to lower the
industry's level of capital intensity over the five years to
2020. In 2020, paper mills are expected to spend $0.28 on
capital investments for every $1.00 spent on labour.
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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.

Very Low Innovation
Concentration

Very
Unlikely

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.

Very Low Ease of Entry Very
Unlikely

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.

Low Rate of Entry Unlikely 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.

Medium Market
Concentration

Potential 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 industry is experiencing a low level of both the rate of new patents and the concentration of patents in the industry.
This creates an environment where the threat of new technologies driving disruption is low.

There are both significant barriers to entry and a low rate of new entrants in this industry. This combination of factors
dampens the threat of innovative players disrupting the industry structure.

Technological innovation is expected to continue to affect the Paper Mills
industry in Canada the five years to 2020.

The rapid digitalization of media and information transfer has been the primary threat to industry performance over the past
decade, reducing demand for paper and weakening the entire paper supply chain. To remain competitive, industry
operators are increasingly turning to digitalization to optimize efficiency and preserve profit. For example, mills are
increasingly becoming automated, investing in increasingly sophisticated sensor and scanning technology, a more effective
alternative to conventional quality control processes conducted by workers. Ultimately, technological disruption is expected
to negatively affect industry operations for the foreseeable future.

The level of technology change is    Medium

  The Paper Mills industry in Canada experiences a moderate level of
technological change.

Paper mills have automated the production process by investing in newer machinery and equipment. The research and
development that goes into these new technologies is primarily focused on creating a more consistent product while
simultaneously reducing the amount of human labour required. The industry's new technology often is engineered to
produce paper from fully recycled materials.

Computer-aided manufacturing, faster machines, alternative pulp-making technologies, supply chain management, plant
power generation and energy consumption have all improved through the use of modern manufacturing equipment. Newer
machines consume less energy, emit less noise and offer improved safety measures, while reducing the industry's
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dependency on labour.

Industry operators have also reduced the environmental effect of paper production. Developments have concentrated on
reducing the amount of harmful chemical discharge from mills, in addition to using different types of inputs in production to
reduce the strain on natural resources. There have been improvements in alternative pulping technologies, with
developments of several chemical pulping methods that do not use conventional cooking chemicals. Also, many nonwood
plants and grasses can be used as a fibre source for paper product making. Wood and secondary fibre, however, are
expected to remain the dominant fibre sources because of abundance and high quality.

According to a 2018 report from the National Energy Board, the paper and pulp sector has steadily moved from natural gas
to 60.0% biomass energy, which has made the industry less dependent on external fuel sources. Biomass energy enables
paper manufacturers to use the byproducts of paper production as a fuel source. Additionally, about half the industry's
paper feedstock is composed of recycled material.

Revenue
Volatility

The level of volatility is    High

  The Paper Mills industry in Canada has exhibited a high level of revenue
volatility over the five years to 2020.

Industry revenue has increased as much as 16.5% in 2018 and is expected to decline as much as 19.9% in 2020. Overall,
revenue is estimated to fluctuate an average of 14.9% during the period.

Revenue volatility has partly been driven by wide fluctuations in key downstream markets. For example, many publishing
industries have been in decline across North America, cutting into demand for industry products. The industry is also highly
globalized, with exports accounting for the vast majority of industry production. As a result, the relative strength of the
domestic currency can play a role in industry performance.

Over the past five years, the industry has experienced strong volatility due to external factors. Tariffs placed on Canadian
newsprint in January 2018 caused prices to rise and led to the industry's first year of revenue growth in more than a
decade. However, the tariffs were subsequently removed in August 2018 and with lower prices led to another year of
revenue decline in 2019. Additionally, the spread of COVID-19 (coronavirus) is expected to significantly reduce downstream
demand for industry products in 2020 and increase industry revenue volatility.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Steady

Due to the nature of the papermaking process, the Paper Mills industry in
Canada is subject to significant environmental regulations for effluent, air
emissions and solid waste.

Regulatory costs must ultimately be passed along to downstream consumers, which limits the competitiveness of industry
operators against foreign producers that do not operate under the same regulatory oversight.
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The pulp and paper sector, which includes the Paper Mills industry, is regulated by federal and provincial governments.
Pulp and paper production is highly energy intensive, requiring large quantities of chemicals such as chlorine to produce
paper products of consistent quality and colour. As a result, Environment Canada regulates the use of industrial
substances, including nonylphenoal, bleaching effluents, chlorobiphenyls, gaseous ammonia and polychlorinated
dibenzodioxins. Additionally, Environment Canada monitors and regulates air and water quality and toxic substances in
commercial products, both of which are priorities for paper mills.

Effluent regulations were passed under the Fisheries Act, which sets out to protect water, fish and natural habitats. Paper
mills must abide by regulatory limits on effluent emissions, which are adjusted according to the paper output of the mill.
Industry operators are also required to establish an environmental monitoring program, in which paper mills track the effect
of effluent on the local water sources.

The Pulp and Paper Environmental Effects Monitoring Program, as part of the Pulp and Paper Effluent Regulations portion
of the Fisheries Act, evaluates the effects of pulp and paper effluents on fish and marine habitats. Pulp and paper mills
must complete monitoring and interpretation cycles every three years to evaluate potential hazards and update best
management practices. The seventh monitoring cycle was completed in April 2016.

The Canadian Environmental Protection Act (CEPA) regulates the use of chlorinated dioxins, which are used to bleach pulp
and paper. Chlorinated dioxins are highly toxic and can pose certain risks to human health at high enough levels. As a
result, the act prohibits the release of the most toxic varieties of chlorinated dioxins. Mills are also required to provide
continual updates to data on effluent output to ensure that total contamination does not exceed maximum parts per million.
CEPA also regulates the use of defoamer additives, which may produce dioxins when coming into contact with chlorine
bleach. Fungicide, which is used to preserve wood chips, is also regulated due to its dioxin content.

Industry
Assistance

The level of industry assistance is    Medium and the trend is Steady

Operators in the Canadian Paper Mills industry receive considerable
assistance from the Canadian government.

The forest products sector is one of the most important manufacturing industries in Canada and consistently ranks among
the country's top five contributors to trade. According to the Forest Products Association of Canada's 2018 figures (latest
data available), the forest products sector contributes 1.3% to Canada's GDP and represents 12.5% of the country's
manufacturing GDP. Therefore, the forest products sector, including the domestic Paper Mills industry, is a major policy
focus for federal and provincial governments.

Industry operators have benefited from federal initiatives to simultaneously reduce the industry's environmental effect while
encouraging the industry's continued success as a major Canadian manufacturer and exporter. The Pulp and Paper Green
Transformation Program was established by the Government of Canada and the Canadian Forest Service to improve the
environmental sustainability of Canadian pulp and paper mills through expanded data collection and greater federal funding
for vital industry projects. The federal government contributed $109.2 million in funding for 16 projects across 11 industry
mills, including capital upgrades to effluent collection systems and the installation of renewable heat exchange generators.

Industry operators also benefit from the assistance of various forestry associations. The Pulp and Paper Technical
Association of Canada focuses on improving the technical capabilities of Canadian pulp and paper professionals. The
Forest Products Association of Canada maintains government regulations and performs public advocacy initiatives for the
forest products sector.

Due to the spread of COVID-19 (coronavirus), the Canadian government has instituted a variety of assistance programs
that various industry operators are expected to qualify for. For example, the Canada Emergency Wage Subsidy covers a
portion of an employee's wages for eligible employers that have been negatively affected by the coronavirus. Additionally,
operators can take advantage of tax deferrals and improved access to credit and loans to remain liquid. The Canada
Emergency Business Account provides interest-free loans to small businesses of up to $40,000. Large operators can apply
for bridge financing through the Large Employer Emergency Financing Facility.



Paper Mills in Canada December 2020

38 IBISWorld.com

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 wood

pulp ($ per
metric ton)

2011 10,035 2,065 96.0 60.0 15,567 7,990 3,074 1,187 5,119 900
2012 9,165 1,916 95.0 59.0 14,740 6,731 2,887 1,079 5,321 763
2013 7,439 1,635 93.0 58.0 10,514 6,776 2,898 828 3,561 823
2014 7,412 1,945 83.0 52.0 11,946 7,048 2,861 878 3,226 877
2015 7,019 2,044 81.0 50.0 9,360 7,013 3,260 747 3,267 867
2016 6,997 2,022 71.0 44.0 9,627 6,428 3,115 810 3,683 819
2017 6,413 1,652 75.0 47.0 9,166 5,947 2,944 727 3,410 856
2018 7,472 2,180 77.0 48.0 9,797 6,550 2,868 786 3,790 1,031
2019 7,228 1,998 72.0 45.0 9,374 5,891 2,784 754 4,121 830
2020 5,791 1,004 65.0 40.0 7,969 4,815 2,598 634 3,574 696
2021 5,767 1,248 63.0 39.0 7,849 4,783 2,643 626 3,627 774
2022 5,527 1,382 60.0 38.0 7,507 4,569 2,605 598 3,563 793
2023 5,177 1,393 57.0 36.0 7,105 4,269 2,492 565 3,400 812
2024 4,802 1,268 55.0 34.0 6,672 3,950 2,359 530 3,211 824
2025 4,422 1,146 51.0 32.0 6,222 3,629 2,217 493 3,010 834

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of wood
pulp (%)

2011 -6.54 -0.32 -9.44 -9.10 -7.08 -4.84 -6.90 -10.9 -9.28 3.79
2012 -8.67 -7.22 -1.05 -1.67 -5.32 -15.8 -6.10 -9.12 3.95 -15.2
2013 -18.9 -14.7 -2.11 -1.70 -28.7 0.67 0.39 -23.3 -33.1 7.89
2014 -0.36 18.9 -10.8 -10.4 13.6 4.00 -1.28 6.06 -9.41 6.54
2015 -5.30 5.10 -2.41 -3.85 -21.7 -0.50 13.9 -14.9 1.28 -1.17
2016 -0.33 -1.08 -12.4 -12.0 2.85 -8.33 -4.45 8.40 12.7 -5.52
2017 -8.35 -18.3 5.63 6.81 -4.79 -7.49 -5.50 -10.2 -7.43 4.53
2018 16.5 32.0 2.66 2.12 6.88 10.1 -2.59 8.14 11.2 20.4
2019 -3.27 -8.34 -6.50 -6.25 -4.32 -10.1 -2.93 -4.11 8.74 -19.4
2020 -19.9 -49.8 -9.73 -11.1 -15.0 -18.3 -6.69 -16.0 -13.3 -16.1
2021 -0.42 24.3 -3.08 -2.50 -1.51 -0.67 1.73 -1.28 1.48 11.1
2022 -4.18 10.7 -4.77 -2.57 -4.36 -4.49 -1.44 -4.34 -1.76 2.43
2023 -6.33 0.85 -5.00 -5.27 -5.36 -6.56 -4.36 -5.54 -4.59 2.47
2024 -7.26 -9.00 -3.51 -5.56 -6.10 -7.49 -5.34 -6.34 -5.56 1.40
2025 -7.91 -9.60 -7.28 -5.89 -6.75 -8.13 -6.02 -6.97 -6.25 1.26

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2011 20.6 60.1 79.6 645 11.8 162 76,277
2012 20.9 54.3 73.4 622 11.8 155 73,216
2013 22.0 81.4 91.1 707 11.1 113 78,724
2014 26.2 88.7 95.1 620 11.8 144 73,489
2015 29.1 99.8 99.9 750 10.6 116 79,829
2016 28.9 84.6 91.9 727 11.6 136 84,138
2017 25.8 86.3 92.7 700 11.3 122 79,326
2018 29.2 75.7 87.7 763 10.5 127 80,259
2019 27.6 67.6 81.5 771 10.4 130 80,435
2020 17.3 72.7 83.1 727 10.9 123 79,508
2021 21.6 72.9 82.9 735 10.8 125 79,692
2022 25.0 73.1 82.7 736 10.8 125 79,712
2023 26.9 73.3 82.5 729 10.9 125 79,564
2024 26.4 73.5 82.3 720 11.0 121 79,362
2025 25.9 73.6 82.1 711 11.1 122 79,171

Figures are inflation adjusted to 2020
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Additional Resources
Additional
Resources

Natural Resources Canada
http://www.nrcan.gc.ca

Forest Products Association of Canada
http://www.fpac.ca

Pulp and Paper Technical Association of Canada
http://www.paptac.ca

Pulp and Paper Products Council
http://www.pppc.org

Industry Jargon COATED PAPER
A paper that has been coated by a compound to impart certain qualities to it.

EFFLUENT
Effluent is an outflowing of water or gas to a natural body of water. This is the liquid exiting a paper mill.

NEWSPRINT
A low-cost, non-archival paper that is most commonly used to print newspapers, other publications and advertising
material.

UNCOATED FREESHEET PAPER
A paper made with chemical pulps and occasional additions of up to 10.0% mechanical fibre.

UNCOATED GROUNDWOOD PAPER
A paper that is valued higher than newsprint but is less costly than freesheet grades.

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 labour.
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 labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

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
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, 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 casual 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
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 Canadian companies to customers abroad.
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IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

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
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
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

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.
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