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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 2021, revenue for the Paperboard Mills industry is expected to grow as demand returns following COVID-19
(coronavirus) vaccination efforts. For more detail, please see the Current Performance chapter.

· Some operators are expected to qualify for financial assistance offered by the government in 2020. For more
detail, please see the Industry Assistance chapter.

· In 2020, industry profit is expected to fall considerably amid an increase in operating costs alongside a decline in
revenue. For more detail, please see the Cost Structure Benchmarks 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 This industry processes pulp, used paper and old corrugated containers into various paperboard varieties, including

unbleached and bleached packaging paperboard, coated paperboard, industrial converting paperboard and recycled
paperboard. The paperboard this industry produces is sold mainly to cardboard box and container manufacturers
and to a range of consumer and industrial product producers for further processing.

Major Players Cascades Inc.

WestRock

Rayonier Advanced Materials

Main Activities The primary activities of this industry are:

Producing unbleached and bleached packaging paperboard

Producing recycled paperboard

Producing semichemical paperboard

Producing corrugated medium and linerboard

The major products and services in this industry are:

Unbleached kraft paperboard

Recycled paperboard

Bleached paperboard

Semichemical paperboard

Other
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Supply Chain

SIMILAR INDUSTRIES

Paper Mills in Canada Cardboard Box & Container
Manufacturing in Canada

Coated & Laminated Paper
Manufacturing in Canada

Paper Product Manufacturing in
Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Global Paper & Pulp Mills 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

$3.0bn
Revenue

Annual Growth

2016–2021

3.7%

Annual Growth

2021–2026

1.6%

Annual Growth

2016–2026

 

$520.9m
Profit

Annual Growth

2016–2021

-3.1%

  Annual Growth

2016–2021

 

17.5%
Profit Margin

Annual Growth

2016–2021

-7.1pp

  Annual Growth

2016–2021

 

31
Businesses

 

3,183
Employment

Annual Growth

2016–2021

4.6%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

 

$261.7m
Wages

Annual Growth

2016–2021

3.2%

Annual Growth

2021–2026

1.7%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

0.9%
Demand from cardboard box and
container manufacturing

-2.0%
Demand from coated and
laminated paper manufacturing

2.3%
World price of wood pulp

N/A
Business sentiment index

1.5%
Canadian effective exchange rate
index

 
Industry Structure

POSITIVE IMPACT

  Barriers to Entry
High / Steady

MIXED IMPACT

  Life Cycle
Mature   Concentration

Medium

  Regulation & Policy
Medium / Steady   Technology Change

Medium

NEGATIVE IMPACT

  Revenue Volatility
High   Capital Intensity

High

  Industry Assistance
Low / Steady   Industry Globalization

High / Increasing

  Competition
High / Steady

 

Key Trends

 Industry revenue is highly affected by trends in consumer
demand

 International trade has provided a valuable outlet for
operators

 The industry has experienced little structural change

 Global trade will remain a critical source of revenue for
operators

 Continued growth in input costs is expected in the years
ahead

 Consumer preferences for industry products have been
crucial for industry sales

 The Canadian dollar depreciated during the first half of the
reporting period, which aided a boost in exports
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High Profit vs. Sector Average

  Low Customer Class Concentration

  Low Product/Service Concentration

  High Revenue per Employee

   

WEAKNESSES

  Low & Steady Level of Assistance

  High Competition

  High Volatility

  High Imports

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2016-2021)

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Canadian effective exchange rate index

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Outlier Growth

  Demand from cardboard box and container
manufacturing
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Executive Summary High grade: An appreciating loonie will likely make domestic products
less competitive in international markets

The Paperboard Mills industry in Canada has grown over the five years to 2021. Industry mills process pulp, used
paper and old corrugated containers into various paperboard varieties. The primary source of demand for industry
products comes from cardboard box and container manufacturers (IBISWorld report 32221). Demand for these
downstream products is linked to economic growth and consumer spending, which results in more shipments, which
often use industry goods as packaging. Growth has been underpinned by strong performance in export markets
alongside increased domestic consumer spending and growing demand for industry products from downstream
industries. Over the five years to 2021, industry revenue is expected to increase an annualized 3.7% to $3.0 billion,
with estimated growth of 5.4% in 2021 alone.

The Canadian dollar depreciated during the period, which aided a boost in exports. As the currency declined in
value, exported products became more affordable to foreign buyers, particularly the United States and growing
demand for downstream products in the United States helped to amplify this effect, with the value of US-bound
exports expected to grow an annualized 3.7% during the period. However, the depreciating Canadian dollar has not
provided much protection from import penetration, limiting the industry's overall gains from trade. With strong
domestic demand and growth in exports, industry operators have experienced positive operating conditions. Also,
recent growth in the popularity of online shopping has benefited industry operators, as online retailers often use
industry products to ship goods. Over the five years to 2021, profit is expected to suffer as a result of volatile
demand conditions.

Over the five years to 2026, the industry is anticipated to continue growing. The domestic economic environment is
forecast to improve following the rollout of COVID-19 (coronavirus) vaccinations, with retail sales and consumer
spending expected to grow. Still, industry revenue growth over the next few years is expected to slow compared with
the previous period, primarily as a result of slower growth in exports. A forecast appreciation in the Canadian dollar
is expected to contribute to a slower rate of growth in exports. Additionally, external competition from alternate
packaging sources, especially those considered to be more environmentally friendly, is expected to intensify over
the next five years. Ultimately, revenue is expected to grow at an annualized rate of 1.6% to $3.2 billion over the five
years to 2026.
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Industry Performance

Key External
Drivers

Demand from cardboard box and container manufacturing

Domestic and international cardboard box and container manufacturers use the majority of the paperboard produced
by this industry. Increased activity in this downstream industry, which is largely influenced by industrial production
levels, indicates growing demand. The Cardboard Box and Container Manufacturing industry is expected to grow in
2021.

 

World price of wood pulp

Wood pulp is one of the main inputs used by paperboard mills. In the short term, when the price of wood pulp rises,
profit is harmed, while industry revenue is highly correlated with the price of inputs over the long term. The world
price of wood pulp is expected to increase in 2021.

 

Canadian effective exchange rate index

The Canadian effective exchange rate (CEER) index measures the value of the dollar relative to the currencies of its
largest trading partners. When the index increases, the relative price of Canadian paperboard products rises on the
global market, harming exports and increasing import competition. The CEER is expected to increase in 2021,
posing a potential threat to this industry.

 

Demand from coated and laminated paper manufacturing

Coated and laminated paper manufacturers purchase uncoated paperboard produced by this industry and laminate
the paperboard before processing it into packaging products. Increased activity in this downstream industry bolsters
revenue for paperboard mills. Demand from the Coated and Laminated Paper Manufacturing industry is expected to
increase in 2021, representing a potential opportunity for this industry.

 

Business sentiment index

Businesses selling products on the marketplace will need packaging and materials provided by industry operators to
ship and display products. The business sentiment index measures how firms view the surrounding business
environment, trying to gauge business attitudes toward the domestic economy. The higher the value of the business
sentiment index, the more positive the perceptions of the business environment. Conversely, if business sentiment
declines, downstream manufacturers may curtail production and limit inventory, directly reducing demand for
industry products. The business sentiment index is expected to improve in 2021.
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Current
Performance

The Paperboard Mills industry in Canada is composed of establishments
engaged in manufacturing varieties of paperboard from pulp, recycled
paper and corrugated containers for sale to downstream manufacturing
industries.

While some operators also have converting facilities that convert manufactured paperboard into products such as
cardboard boxes, only converting activity taking place at paperboard mills is industry-relevant, as converting facilities
are not included in this industry.

Downstream manufacturers typically convert industry goods into finished products such as cardboard boxes and
specialty papers. The industry has grown quickly over the five years to 2021. Despite the spread of COVID-19
(coronavirus), which is expected to fuel a 9.3% decline in industry revenue in 2020, overall economic growth during
the period is expected to spur growth in demand for paperboard. The industry has also benefited from a depreciating
domestic dollar, which has made domestic goods more affordable in markets such as the United States, the
industry's largest trading partner, stimulating strong export growth. Together, these factors have enabled revenue
growth during the period. Total industry revenue is expected to rise an annualized 3.7% to $3.0 billion over the five
years to 2021, including forecast growth of 5.4% in 2021 alone due to an expected surge in downstream demand
following coronavirus vaccination efforts.

STRONG DOMESTIC OPERATING CONDITIONS

Industry revenue is closely tied to the overall economy and it is highly
affected by trends in consumer demand.

Over the five years to 2021, overall economic growth helped raise per capita disposable income levels and
consumer spending grew at an annualized rate of 1.3% during the period. This stimulated strong demand from
downstream domestic industries, as industry products are converted into a variety of packaging goods needed for
consumer products.

As the largest source of domestic revenue, the Cardboard Box and Container Manufacturing industry (IBISWorld
report 32221CA) plays a substantial role in demand for paperboard. Demand from the Cardboard Box and Container
Manufacturing industry is forecast to grow an annualized 0.9% over the five years to 2021, driving industry growth.
In addition, this market benefits from the relative steadiness of food, beverage and agricultural producers, which
market nondiscretionary goods and therefore exhibit stable demand for industry products. Cardboard box and
container manufacturers are expected to account for more than 40.0% of industry revenue during the reporting
period, so relatively strong demand from this segment has guided industry performance.

Demand from paperboard mill operators' second-largest domestic downstream market, the Coated and Laminated



Paperboard Mills in Canada June 2021

12 IBISWorld.com

Paper Manufacturing industry (32222CA), is forecast to decline an annualized 2.0% during the same period, but this
market is not nearly as integral to industry performance.

GROWTH FROM FOREIGN MARKETS

International trade has been the primary driver behind industry growth
over the past five years.

The Canadian dollar depreciated steadily during the period and domestic operators experienced strong growth in
demand from the United States, with the exports to the United States rising an annualized 3.7% during the period.
As a result, the value of industry exports is expected to climb at an annualized rate of 4.6% to $1.2 billion over the
five years to 2021. The strength of Canadian exports during the five-year period has been highly important in
keeping the domestic industry performing well, given rising competition from imports.

Nevertheless, import penetration has remained high, with imports as a share of domestic demand account for about
40.0% during the entire reporting period. The value of imports is expected to rise at an annualized rate of 5.5% to
$1.1 billion over the five years to 2021. Imports pose a significant threat to domestic operators, with increased
consolidation and a rising percentage of imports satisfying domestic demand, many small to medium operators in
the industry may find it increasingly difficult to compete in the industry.

CHANGING LANDSCAPE

Wood pulp is the industry's major input material and its world price is
expected to decline an annualized 1.8% during the period.

While the global price has declined, the average spot prices in some countries have jumped significantly. For
example, spot prices of wood pulp in China jumped significantly between 2017 and 2018, helping to raise the price
environment for industry products, as pulp is the industry's primary input. However, the industry's growth has been
mildly constrained by diminished prices of input goods, which has reduced the prices of some industry products. As
a result, industry profit is expected to decline over the five years to 2021, but still remain relatively high. In 2021,
industry profit, defined as earnings before interest and taxes, is expected to account for 17.5% of industry revenue,
down from 24.6% in 2016. In 2020, industry profit fell to 4.9% of industry revenue, from 22.3% the previous year, as
operators endured increased operating costs amid the idling and temporary closure of some industry
establishments.

Alongside strong industry growth, industry participation has expanded over the past five years, with the number of
industry facilities growing an annualized 0.9% to 47 establishments. While industry establishments grew, enterprises
stagnated at 31 operators during the period, indicating that existing operators likely added a few additional
production facilities during the period. Operators recognized the growth occurring in the industry and likely increased
production capacity by adding a few additional facilities to meet growing consumer demand. Expectedly, industry
employment also grew, at an annualized rate of 4.6% to 3,183 workers, as operators needed additional workers to
staff newly built facilities and assist in increased production efforts.

Noticeably, while mergers have become more common in the forestry and paper sector over the past five years, this
industry has experienced little structural change. Major player Tembec Inc. was acquired by Rayonier Advanced
Materials Inc. (Rayonier) in November 2017, however, Rayonier had previously maintained no industry-relevant
facilities, so this acquisition did nothing to affect the industry's market share. The industry features two other major
players, WestRock Company and Cascades Inc., however neither of these companies have made any significant
investments in industry-relevant capacity during the reporting period.
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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)
2012 1,722 304 60.0 41.0 2,686 601 568 188 1,689 763
2013 1,835 465 53.0 38.0 2,706 726 661 199 1,770 823
2014 1,915 554 49.0 34.0 2,553 863 787 197 1,839 877
2015 2,425 835 47.0 32.0 2,716 991 914 233 2,349 867
2016 2,483 915 45.0 31.0 2,542 947 856 224 2,391 819
2017 3,065 976 45.0 30.0 3,344 1,115 980 281 2,931 856
2018 3,091 1,087 46.0 31.0 3,175 1,289 1,062 263 2,865 1,031
2019 3,115 1,063 49.0 32.0 3,257 1,149 1,015 269 2,981 830
2020 2,824 479 46.0 30.0 3,063 1,150 1,015 251 2,689 675
2021 2,977 879 47.0 31.0 3,183 1,187 1,121 262 2,911 746
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Industry Outlook
Outlook The Paperboard Mills industry in Canada is forecast to continue growing

over the five years to 2026, though at a slower rate.

For one, economic environment is forecast to improve following the COVID-19 (coronavirus) pandemic, but growth is
expected to be moderate after growing 5.4% in 2021. Over the next five years, consumer spending is forecast to
grow an annualized 2.4%, compared with growth at an annualized rate of 1.3% during the previous period. This
forecast growth in consumer spending should fuel domestic spending on products that use paperboard for
packaging and other uses. However, expected growth in the value of the domestic currency is expected to diminish
demand for industry products abroad, putting downward pressure on what has been the industry's largest sources of
growth. Additionally, competition in export markets from lower-cost producers in developing countries is expected to
mute growth in industry exports over the next five years. Overall, industry revenue is anticipated to increase at an
annualized rate of 1.6% to $3.2 billion during the period.

DOMESTIC MANUFACTURING AND GLOBAL TRADE TRENDS

Cardboard box and container manufacturers (IBISWorld report 32221CA)
are anticipated to remain the industry's largest source of domestic
revenue over the five years to 2026.

Fortunately for industry operators, revenue growth for this industry is improve compared with the previous period
due to expected growth in consumer spending. However, coated and laminated paper manufacturers will continue to
struggle with declining demand from publishers and printers. However, none of its downstream industries are
forecast to experience a drastic decline and paperboard packaging will ultimately retain its role in supply chains,
helping fuel continued revenue growth. For example, demand from downstream industries such as food and
beverage producers is expected to grow as many companies react to increased consumer demand for sustainable
product packaging, unlike plastic.

Global trade will remain a critical source of revenue for industry operators. However, a stronger and more stable
Canadian dollar will likely cause a deceleration in exports. Export revenue is anticipated to rise at an annualized rate
of 1.8% to $1.3 billion over the five years to 2026, compared with growth at annualized rate of 4.6% during the prior
period. A stronger domestic dollar will also continue to stimulate import penetration, with imports forecast to rise an
annualized 1.2% to $1.2 billion. In 2026, imports are expected to satisfy 38.1% of domestic demand, a slight
decrease from 38.5% in 2021. The huge size of the US industry and the rapid growth in the Chinese forestry sector
are expected to further temper industry revenue growth during the period.

Simultaneously, significant growth in input costs is expected in the years ahead. More specifically, over the five
years to 2026, the world price of wood pulp is forecast to increase an annualized 3.5%. However, operators are not
expected to be able to fully pass the price increases on to customers, which should cause a modest decline in
profitability. IBISWorld expects industry profit, defined as earnings before interest and taxes, to account for 16.7% of
industry revenue in 2026, down from 17.5% in 2021. Adding to the forecast decline in profit is expected growth in
industry wages at an annualized rate of 1.7% to $284.7 million, indicating that wages are expected to grow at a
faster annualized rate than revenue during the period. Still, growing industry revenue is expected to result in some
operators entering the industry. The number of industry enterprises is forecast to increase an annualized 0.6% to 32
operators over the five years to 2026.

SUBSTITUTE PRODUCTS
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Paper-based products are anticipated to retain an environmentally friendly
image as an alternative to plastic-based substitutes.

However, the threat from reusable substitute products will likely increase and cause industry operators to further
compete on the basis of price. Consumer preferences for industry products have been crucial for industry sales in
recent years. The continued shift away from plastic, with some cities in North America even declaring plastic bags
illegal due to having an environmentally harmful stigma, has served to benefit the industry by giving its products a
competitive advantage over its main substitutes. Furthermore, industry operators have pursued increased product
durability and quality to expand the number of applications with which paperboard use is appropriate. This has
prevented sales from declining, leading to solid growth for industry operators over the past decade.

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)

2021 2,977 879 47.0 31.0 3,183 1,187 1,121 262 2,911 746
2022 3,099 908 48.0 31.0 3,295 1,240 1,157 271 3,015 796
2023 3,176 925 48.0 31.0 3,375 1,274 1,181 278 3,083 834
2024 3,228 937 49.0 32.0 3,448 1,296 1,196 284 3,128 855
2025 3,274 950 49.0 32.0 3,489 1,316 1,209 287 3,167 871
2026 3,224 927 49.0 32.0 3,468 1,298 1,187 285 3,113 885
2027 3,232 927 49.0 32.0 3,480 1,303 1,186 286 3,115 894
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

Universal acceptance of industry products

Increased industry globalization and international competition

Product groups are well established and clearly segmented

The Paperboard Mills industry in Canada is in the mature stage of its economic life cycle. This stage is characterized
by fairly stable industry participation. Industry valued added (IVA), which measures an industry's contribution to the
overall economy, is expected to rise at an annualized rate of 0.1% over the 10 years to 2026. This is considerably
below expected GDP of Canada growth, which is expected to increase an annualized 2.0% during the same period.
However, the lack of growth in IVA has been primarily due to volatility in the world price of wood pulp and industry
profit.

The industry does feature some hallmarks of a mature industry, with complete market acceptance of its goods and
clearly segmented products. There have been no significant technological advances in the industry or its product
mix for years. For example, unbleached kraft paperboard continues to represent the largest portion of industry sales,
as it has historically done. Notably, despite the industry's competitive position relative to substitutes, imports are
expected to account for about 40.0% of domestic demand, posing a threat to the industry's long-term performance.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Cardboard Box & Container Manufacturing in Canada

Coated & Laminated Paper Manufacturing in Canada

Office Stationery Manufacturing in Canada

2nd Tier

Office Supply Stores in Canada

Key Selling Industries
1st Tier

Inorganic Chemical Manufacturing in Canada

Organic Chemical Manufacturing in Canada

Recycling Facilities in Canada

Wood Pulp Mills in Canada

2nd Tier

Logging in Canada

Products & Services

  UNBLEACHED KRAFT PAPERBOARD

Unbleached kraft packaging and converting paperboard are produced by
the Paperboard Mills industry in Canada from pulp that contains no less
than 80.0% wood fibres produced by the sulfate (kraft) process.

Since it is unbleached, this type of paperboard retains a brown colour and is usually used for industrial purposes and
cardboard box manufacturing. Unbleached kraft paperboard is estimated to account for 46.5% of revenue in 2021,
up from 45.7% in 2016. Demand for kraft paperboard has risen due to growth in manufacturing activity and
consumer demand for packaged goods.

RECYCLED PAPERBOARD

Recycled paperboard is manufactured from a combination of recycled
fibres from various grades of paper stock; most pulp is recycled fibre,
while the remainder is made from virgin fibres.

These grades can be used for many purposes, including shoeboxes, paper goods and dry foods packaging. The
price of recycled paperboard is projected to rise faster than the average industry product during the five-year period.
Due to the positive environmental implications of recycling materials, recycled paperboard has become more
popular over time and manufacturers are increasingly improving the texture and quality of products made from
reusable inputs. Additionally, recycled paperboard production is less vulnerable to changes in the price of pulp, an
added advantage over production of other paperboard types. However, the relatively expensive price point of
recycled paperboard has reduced its market prevalence during the period. Industry major player Cascades Inc. has
two facilities with significant recycled linerboard capacity, one in Quebec and one in Ontario. In 2021, recycled
paperboard is expected to account for 28.8% of industry revenue, down from 29.3% in 2016.

BLEACHED PAPERBOARD

Bleached packaging is made from pulp containing no less than 80.0%
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bleached virgin wood fibres.

This paperboard is white and is used for consumer and retail packaging applications such as milk cartons and
frozen food packaging. For a higher-quality printing surface, this type of paperboard may also be coated. Bleached
paperboard is expected to account for 15.9% of revenue in 2021, down from 17.2% in 2016. Demand for bleached
paperboard has declined over the five years to 2021 and this downward trend is expected to persist because of the
high cost associated with producing the product. WestRock Company is a major operator with a bleached
paperboard facility in Quebec, with production capacity of 131,000.0 tonnes per year.

SEMICHEMICAL PAPERBOARD

Semichemical paperboard is made from pulp containing less than 75.0%
virgin wood fibres, most of which is produced by a semichemical process.

The advantage of semichemical processes is the high fibre yield, which is about 90.0% for groundwood and 45.0%
to 50.0% for chemical pulps. It is often used to produce corrugated boxes and containers. Sales of semichemical
and various other types of paperboard are expected to comprise 8.5% of revenue, an increase from 7.5% in 2016.

OTHER

Other paperboard products account for a minor fraction of the industry's
overall sales.

Other paperboard products include wet machine board, binders board and shoe board. Shoe board is primarily used
to make the insoles of shoes, while book board is often used to create hardcover book, albums, ring binders and
game boards. IBISWorld expects this segment to account for 0.3% of revenue, stagnating over the five years to
2021.

Demand
Determinants

Demand for most consumer goods in the Canadian Paperboard Mills
industry depends on the general state of the economy and related
macroeconomic factors, including household income, consumer
sentiment, business sentiment and consumption expenditure.

When the economy grows at a steady rate, corporate profit generally rises, business and consumer sentiment both
grow and household income increases. As a result, consumption expenditure rises, increasing demand for
consumer goods and the corresponding packaging. Paperboard mills receive an increase in orders when demand
for packaging rises. As a result, the spread of COVID-19 (coronavirus) is expected to reduce overall demand for
industry products in 2020, as consumer spending shifts toward food and other essential products. However, growth
in online shopping due to the pandemic will likely constrain the overall decline in revenue, as online retailers
increase demand for industry products.

International trade also plays an important role for this industry, with imports as a share of domestic demand and
exports as a share of revenue both totalling about 40.0% in a given year. As a result, industry performance is
subject to conditions in international markets and the relative strength of the domestic currency compared with major
trading partners. For example, an appreciation in the domestic currency would make domestic products
comparatively more expensive in foreign markets, likely reducing exports and diminishing demand for industry
products. This appreciation in the domestic currency would also incentivize more imports, as domestic consumers
would obtain more buying power due to the increased value of the domestic dollar.

The product's perceived popularity and changes in consumer behaviour are reflected in demand for paperboard
relative to its potential substitutes. Competition from substitutes, mainly plastic, wood or glass packaging, depends
on price, quality and technological changes that make one material more suitable for use than another. Demand is
also sensitive to changes in consumer preferences. There has been a gradual shift away from the use of plastic in
recent years, as it is considered less environmentally friendly. While both paper and plastic are recyclable, paper is
biodegradable, being able to degrade at a much faster rate and therefore generally viewed as less harmful to the
environment. However, paper production is linked to the deforestation of natural lands and the large consumption of
water, energy and chemicals. As a result, some sources of demand have waned in favour of reusable materials.
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Major Markets

  CARDBOARD BOX AND CONTAINER MANUFACTURERS AND WHOLESALERS

In the Paperboard Mills industry in Canada, a considerable share of
industry production is destined for use by the Cardboard Box and
Container Manufacturing industry in Canada (IBISWorld report 32221CA).

This percentage tends to fluctuate primarily in relation to demand from other segments, with exports typically being
volatile and causing this figure to move in relation to changes in that segment. In 2021, demand from this market
segment is expected to represent 44.8% of industry revenue, up from 43.9% in 2016.

Demand from cardboard box and container manufacturers has increased over the five years to 2021, driving
demand for industry products. Most paperboard mills sell directly to cardboard box manufacturers, bypassing the
wholesaler. This trend of wholesale bypass is due to long-standing relationships between mills and converters.
Additionally, the product's intermediate nature influences this trend, as the marketing and advertising typically done
by wholesalers is not required. However, wholesalers do sell paperboard to smaller converters that do not have the
power or relationships to buy directly from mills.

Notably, some companies, such as Cascades Inc. (Cascades), operate industry-relevant manufacturing facilities and
downstream converting facilities. While some of the manufactured output is sold to external customers, Cascades
will also send significant production output from its mills to its converting facilities, although such facilities are not
considered a part of this industry.

COATED AND LAMINATED PAPER AND OFFICE STATIONERY MANUFACTURERS

Larger companies in other paperboard converting industries, such as
coated and laminated paper manufacturing and office stationery
manufacturing, also buy paperboard to produce coated paperboard, file
cards, file folders and similar items.

The downstream Coated and Laminated Paper Manufacturing industry (IBISWorld report 32222CA) has risen over
the five years to 2021. Industry major player Rayonier Advanced Materials Inc. produces coated paperboard at its
Quebec facility. In 2021, IBISWorld expects this segment to account for 15.4% of industry revenue, down from
17.9% in 2016.

EXPORTS

Exports make up a large portion of industry revenue, accounting for
39.9% of sales in 2021, up from 38.2% in 2016.

The United States contributes to the majority of this demand, with more than 80.0% of shipments abroad being
destined for Canada's southern neighbour. Notably, while demand has expanded in the United States over the past
five years, it has done so at a slower rate than some other major export nations, so its share of total exports has
fallen. Over the five years to 2021, overall exports are expected to grow at an annualized rate of 4.6% to $1.2 billion.
Part of this growth has been due to the falling value of the Canadian dollar. Many downstream industries operate
with tight profit and Canada's weakened currency has made its products more competitive in these markets.
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International Trade Exports in this industry are    High and Increasing

Imports in this industry are    High and Increasing

Imports

Imports in the Paperboard Mills industry in Canada are anticipated to increase at an annualized rate of 5.5% to
reach $1.1 billion over the five years to 2021. In 2021, imports are expected to satisfy 38.5% of domestic demand,
up from 358% in 2016. Rising levels of imports are due to the high efficiency of production in the United States,
which accounts for more than 95.0% of imports, a figure that has grown during the period. Canada's southern
neighbour benefits from the United States-Mexico-Canada Agreement, which removes all trade barriers between
The United States, Canada and Mexico. Germany is the only other significant importer, accounting for an estimated
1.1% in 2021. Expectations of an appreciating currency and increased demand for industry products are expected to
fuel continued import growth over the next five years. IBISWorld expects industry imports to increase an annualized
1.2% to $1.2 billion over the five years to 2026.

Exports

The value of exports is forecast to grow an annualized 4.6% to reach $1.2 billion over the five years to 2021. This
growth rate is larger than that of total industry revenue and exports have increased as a share of industry revenue
as a result. As with imports, the United States is the industry's largest trade partner. In 2021, the United States is
expected to consume 87.2% of exported Canadian paper, a figure that has fallen from 93.2% in 2016. Industry
globalization is expected to continue over the five years to 2026, with demand for many industry products increasing
as consumers seek sustainable, affordable and efficient products for the storage and transportation of goods.
IBISWorld expects industry exports to increase an annualized 1.8% to $1.3 billion over the five years to 2026.

Growth in exports has been supported by depreciation in the strength of the domestic currency as measured by the
Canadian effective exchange rate (CEER) index, which tracks the value of Canada's currency against those of its
major trading partners. As the CEER index decreased, Canadian paperboard becomes more affordable in
international markets. This has boosted export growth over the five years to 2021, however, an appreciating
currency in the upcoming years is projected to slow export growth over the five years to 2026.
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Business
Locations

  In the Paperboard Mills industry in Canada, the distribution of establishments is highly correlated with the dispersion of
downstream buyers, particularly cardboard box and container manufacturers. Furthermore, industry manufacturers typically locate
near key suppliers to minimize lag times in the production process. Consequently, the industry is highly concentrated in Quebec
and Ontario.

Quebec

Quebec has the largest share of paperboard mills. According to 2020 figures from Statistics Canada (latest data available), 56.9%
of the industry's total establishments are located in the region, a figure that has grown over the five years to 2021. Quebec is a key
contributor to the manufacturing sector and, thus, generates stable downstream demand for the industry's products. Moreover, a
significant proportion of cardboard box and container manufacturers are located in the province, which guarantees a stable market
for the industry's output. Many of the industry's largest operators are located in Quebec. Rayonier Advanced Materials Inc.'s only
facility is in Quebec, while Cascades Inc. (Cascades) and Westrock Company both maintain two facilities in the province.

Ontario
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31.4% of domestic paperboard mills are expected to be located in Ontario in 2021. Ontario is home to the largest share of the
domestic population. As a result, there is significant demand for cardboard boxes and many downstream manufacturers of these
products are located in Ontario. In addition, the province gives manufacturers access to key export markets in the eastern United
States, the country's largest trading partner. The industry's largest operator, Cascades, has two of its four facilities in Ontario.

No other province holds a significant number of industry establishments. British Columbia and New Brunswick have two facilities,
but none of these are comparable in size to those of the largest operators in Ontario and Quebec. Both provinces have significant
forest resources, so industry operators in these provinces can be close to upstream supplies of wood pulp.
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Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Medium

Market share concentration within the Paperboard Mills industry in Canada is moderate, with the top four producers
accounting for an estimated 57.5% of total industry revenue in 2021. The industry features a variety of different
operators. Most industry revenue is captured by three large multinationals, although outside of these large
companies the rest of the industry is primarily composed of smaller operators. Industry market share concentration
has increased over the five years to 2021 as the industry's largest operators have increased production capabilities
throughout the period. Toward the end of 2017, Rayonier Advanced Materials (Rayonier), completed the acquisition
of Tembec Inc., making it one of the largest operators in the industry. However, Rayonier had no industry-relevant
activities prior to the acquisition and so there was no significant change to the structure of the market through this
action. In 2021, the three largest operators represent more than 50.0% of industry revenue, an increase from about
45.0% in 2016. Meanwhile, Rayonier agreed to sell its Matane, Quebec pulp mill to Sappi Limited for $175.0 million
in US dollars. While this will decrease domestic production capabilities, continued growth in industry-relevant sales
from Cascades Inc. and Westrock Company are expected to continue, leading to increased market concentration
during the next operating period.

Key Success
Factors

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

Economies of scale:
Economies of scale ensure that the cost per unit of output decreases as scale increases, thereby boosting a
company's profitability.

Guaranteed supply of key inputs:
Contracts for the supply of wood pulp and old corrugated containers for conversion will ensure that a paperboard
producer has access to the necessary quality and quantity of raw material.

Expending capital on labour saving equipment:
By installing state-of-the-art technology to improve plant efficiency and reduce costs, producers can gain a financial
advantage over competitors.

Having contacts within key markets:
Links with user industries are paramount to ensuring continuous demand for paperboard output.
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Cost Structure
Benchmarks

  Profit

Industry profit, defined as earnings before interest and taxes, is
expected to fall from 24.6% of revenue in 2016 to 17.5% in 2021. In
2020, the spread of COVID-19 (coronavirus) caused profit to fall to
4.9% of industry revenue, down from 22.3% the previous year. This
significant decline in 2020 occured as a result of increased operating
costs, which occured amid a contraction in revenue that year.
Additionally, the world price of wood pulp is expected to decline over
the five years to 2021, which resulted in lower prices for some industry
products. Industry profit is expected to recovery considerably in 2021
but still remain below the level it was at the begin the period.

 

  Wages

Wages are one of the largest expenses for this industry, however,
wages have declined slightly as a percentage of revenue during the
five-year period, falling to an estimated 8.8% in 2021 from 9.0% in
2016. Despite forecast growth in industry wages at an annualized rate
of 3.2% over the five years to 2021, revenue is expected to grow at a
faster rate.
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  Purchases

As with all paper-related manufacturing industries, purchases are the
most significant industry cost. In 2021, material costs are expected to
account for 47.5% of revenue, up from 45.8% in 2016, despite a decline
in world wood pulp prices. The industry's major purchases include pulp
and converted paper containers used for packaging. Increases in the
world price of wood pulp, coupled with the rising price of other inputs,
can increase purchase costs in the short term. If price increases are
moderate, then the industry can often pass these costs downstream
over the long term, though more drastic increases may make this
difficult.

 

  Marketing

In 2021, marketing expenses are expected to account for 0.8% of
revenue, up from 0.4% in 2016. Marketing costs represent a negligible
cost to the industry's operators.

 

  Depreciation

The industry also invests in capital, which is important in an industry the
requires a significant amount of automation and machinery for
production. The process of creating paperboard from pulp and other
raw materials is very complex and requires extensive machinery. In
2021, depreciation is expected to account for 3.2% of industry revenue
and stagnate during the period.

 

  Rent

Rent is expected to account for 4.9% of industry revenue in 2021, up
from 3.3% in 2016. Paperboard production requires operational
facilities, including large quantities of water, fuel and energy. Similar to
other major costs, rent has fallen as a share of industry revenue due to
product prices increasing at a faster rate.
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  Utilities

Utilities are expected to account for 8.5% of industry revenue in 2021,
up from 8.2% in 2016. This share is higher than for downstream
facilities that convert paperboard into cardboard boxes because
paperboard production requires large quantities of water, fuel and
energy. Increased production has been the primary driver behind the
increase in utility costs over the five years to 2021.

 

  Other Costs

Other expenses include restructuring, administration and legal
expenses, among others. These costs are expected to remain relatively
constant during the five-year period as companies continue to take on
restructuring activity and legal fees due to acquisitions and
consolidations. In 2021, these costs comprise the remaining 8.8% of
industry revenue, up from 5.4% in 2016.

 

Basis of
Competition

Competition in this industry is    High and the trend is Steady

  INTERNAL COMPETITION

Competition in the Canadian Paperboard Mills industry among operators
is primarily based on price and quality.

Since paperboard is often used as an input material for other products, prices must be highly competitive to achieve
recurring sales. Price is particularly important in times of poor macroeconomic performance, as companies
increasingly aim to cut purchase costs to boost profit. Product quality is also highly important. As a result, companies
are seeking durability and other features such as shine, specifically for products being used for purposes such as
promotional materials, to manufacture the best product possible.

EXTERNAL COMPETITION

External competition primarily stems from substitute products for
paperboard.

For example, plastic bags may substitute solid fibreboard containers for packaging clothing and food products,
particularly snack foods. Other substitute products include shrink wrap film, which is used to package canned and
bottled beverages, expanded foam polystyrene boxes, wooden pallets and boxes and returnable plastic crates,
which mainly serve industrial and produce packaging needs.

Some competitive advantages of paperboard producers include environmental concerns, long-term supply contracts
and new product developments. A significant quantity of paperboard packaging is made from recycled paperboard;
therefore, this industry gains a slight competitive advantage because businesses and consumers may view recycled
paperboard packaging as more environmentally friendly. However, this factor is counterbalanced by the fact that
paper industries use wood pulp from natural forestlands.

Paperboard manufacturers commonly have well-established contracts with customers, making it difficult for other
packaging industries to encroach into these markets unless they can demonstrate significant cost savings to
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potential customers. The emphasis on product development gives paperboard manufacturers an even greater
competitive advantage. Paperboard manufacturers may incorporate other materials, such as plastics, polyurethane
and aluminum, which can improve a product's functionality.

Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady

  The Paperboard Mills industry in Canada has high
barriers to entry, primarily because of the high start-up
costs associated with a mill and the significant level of
government regulation. Machinery and equipment
required to make paperboard can be costly, especially
with newer, more environmentally friendly technology.
New entrants need to secure a large plant for operation,
which is more expensive than other facilities that store
only small machinery. As a result, the cost of starting up a
business is relatively high compared with other
manufacturing industries that require less expensive and
smaller machinery.

Due to stringent environmental protection guidelines
imposed by federal and provincial governments, the
industry endures high ongoing costs. Adhering to these
strict regulations can significantly delay the process of
entering the industry. For example, relevant pulp and
paper effluent regulations are included under the
Fisheries Act, which aims to protect natural habitats from
the effect of liquid effluent from pulp and paper mills.
Skilled labour is another important requirement for
entering the industry. Typical employees include floor
staff, sales officers and managers. Companies also need
to secure workers that are skilled in paperboard
manufacturing, engineering and chemical engineering to
be able to run operations, develop new products and
remain compliant with government regulation.

Once the new entrant operates in the industry, barriers to
success are even more rigid. There are a limited number
of industry players and the largest operators control a
significant portion of industry output. Competing for
access to distribution channels and wood pulp, which are
controlled by existing companies, can be difficult because
major companies establish long-term supply contracts
with pulp manufacturers. Further, some major companies
are vertically integrated and can make their own wood
pulp, which gives them greater operating efficiency. The
long lead times required to set up a new manufacturing
plant mean that substantial losses will be incurred, even
for a successful enterprise, for the first three to five years.
If the funds are available, investing in advanced
technologies can help to reduce these losses.

Barriers to Entry Checklist

Competition High  

Concentration Medium  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Medium  

Industry Assistance Low  

Industry
Globalization

Globalization in this industry is    High and the trend is Increasing

  The Paperboard Mills industry in Canada has a high degree of globalization. Larger operators have substantial overseas
operations. For example, Cascades Inc. has facilities throughout the United States and Europe, while WestRock
Company has facilities across the North America and also maintains facilities in Brazil and India. While the majority of
domestic operators are small, these are the two largest operators in the industry and combined they account for about
50.0% of total revenue. Over the five years to 2021, industry globalization has increased, demonstrated by US company,
Rayonier Advance Materials Inc. acquiring the industry-relevant operations of Canada-based Tembec Inc.

As a result of the industry's high level of globalization, industry performance is expected to suffer in 2020 due to the
COVID-19 (coronavirus) pandemic. The lack of export growth in 2020 combined with a decline in the world price of wood
pulp is expected to contribute to a decline in revenue that year. In 2021, imports represent 38.5% of domestic demand for
paperboard in Canada. Moreover, exports are a core source of revenue for industry manufacturers, generating about
40.0% of the industry's total sales.
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Major Companies

Major Players Cascades Inc.

Market Share: 23.7%

  Founded in 1964 and headquartered in Kingsey Falls, QC, Cascades Inc. (Cascades) is a leading boxboard,
containerboard and industrial packaging producer. The company currently employs about 11,000 individuals
throughout various facilities in Canada, the United States and Europe. Cascades is one of the largest manufacturers
of containerboard in North America and the largest manufacturer in Canada. According to the company's 2020
annual report (latest data available), Cascade generated total revenue of $5.2 billion in 2020.

Cascades operates through two business segments: packaging products and tissue papers. The company's
packaging products segment contains three subsegments: containerboard, boxboard and specialty products. The
company's containerboard segment is industry relevant and consists of six manufacturing facilities in North America,
including four in Canada. The company also operates converting facilities, with about half its total paperboard
production being sold to external customers and the other half being sent to its converting facilities. Notably, these
converting facilities are not industry-relevant, as only facilities that manufacture paperboard and convert it in the
same establishment are considered to be part of this industry. However, the value of the paperboard that is sent to
the converting facilities is considered industry-relevant. Cascades' converted packaging products account for almost
70.0% of this segment's revenue, with the remainder consisting of sales of manufactured paperboard to external
clients.

During the past decade, Cascades has increasingly concentrated on its packaging and tissue paper operations and
divested its paper manufacturing operations. In recent years, Cascades has consolidated its containerboard
operations to focus on its most profitable locations. Prior to the current period, in 2014, the company divested the
boxboard component of its North American containerboard operations, although improved demand for other
products counterbalanced this divestiture. In late 2015, Cascades opened a new containerboard facility in New York
state, significantly expanding total manufacturing capacity. Some of the paperboard created in New York has likely
been sent to its downstream Canadian converting facilities to make industry-relevant products.
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Financial performance

Cascades' industry-relevant revenue is expected to increase an annualized 10.7% to reach $704.5 million over the
five years to 2021. Cascades has focused on its best performing segments during the period, focusing investments
in those areas to fuel revenue growth. Specifically, the company's containerboard segment has grown an annualized
8.4% during the period as the company has focused on this profitable segment, investing in increased production
capacity for containerboard. IBISWorld expects demand for containerboard to remain high over the next five years,
keeping containerboard prices high and maintaining a strong level of industry-relevant revenue for Cascades.
Increased focus on profitable segments such as containerboard, are expected to have positively influenced
company profit during the period. IBISWorld expects Cascade's industry-relevant profit, defined as earnings before
interest and taxes, to increase an annualized 12.2% to $39.7 million over the five years to 2021.

 
Cascades Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 422.9 N/C 22.3 N/C
2017 509.9 20.6 20.7 -7.2
2018 632.4 24.0 33.3 60.9
2019 627.9 -0.7 39.6 18.9
2020 659.2 5.0 48.1 21.5
2021 704.5 6.9 39.7 -17.5

Source: Annual Report and IBISWorld
Note: *Estimates

WestRock Company

Market Share: 21.4%

  WestRock Company (WestRock) is headquartered in Norcross, GA, and employs about 40,000 people in 30
countries. WestRock was formed in July 2015 by the merger of MeadWestvaco Corporation (MWV) and Rock-Tenn
Company. The company owns or leases more than 300 facilities, the majority of which are composed of former
Rock-Tenn and MWV facilities. According to WestRock's fiscal 2020 (year-end September) annual report (latest
data available), sales reached $23.5 billion in fiscal 2020.

WestRock operates in four segments, which include corrugated packaging, consumer packaging, specialty
chemicals and land and development. The company participates in this industry through its corrugated packaging
segment, which comprises 15 mills located across North America, India and Brazil, with one industry-relevant mill in
Quebec. This facility has yearly production capacity of 345,000.0 tonnes of white top linerboard and 131,000.0
tonnes of bleached paperboard. Other products manufactured by this segment include linerboard, corrugating
medium, folding carton, kraft paper and market pulp.

While the overall company has made a variety of acquisitions to expand its global business over the five years to
fiscal 2021, it has made no industry-relevant adjustments. Its capacity at its single domestic facility has remained the
same for the past five years and it typically accounts for about 5.0% of total capacity in the corrugated packaging
segment. In fiscal 2019, WestRock's global production capacity rose 27.6% to 11.8 million tonnes of corrugated
packaging after investing in capacity increases at some of its international facilities.

Financial performance

WestRock's industry-relevant revenue is expected to increase at an annualized rate of 3.5% to reach $637.1 million
over the five years to fiscal 2021. While it has not expanded capacity at its Canadian facility, significant demand for
industry products has prompted an increase in prices, which has facilitated revenue growth, particularly during the
first half of the reporting period. Similar to the industry at large, it has also experienced increasing profit relative to
the previous reporting period. Industry-relevant profit, defined as earnings before interest and taxes, is forecast to
grow at an annualized rate of 6.1% to $68.0 million over the five years to fiscal 2021. Continued commitment to
infrastructure improvement and a company push toward environmental sustainability are expected to fuel continued
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growth for WestRock.

 
WestRock Company (industry-relevant operations) - financial performance*

Year**
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 537.0 N/C 50.5 N/C
2017 560.6 4.4 50.5 0.0
2018 643.9 14.9 82.4 63.2
2019 630.1 -2.1 74.3 -9.8
2020 612.2 -2.8 55.7 -25.0
2021 637.1 4.1 68.0 22.1

Source: Annual Report and IBISWorld
Note: *Estimates (Figures are converted from USD to CAD); **Year-end September

Rayonier Advanced Materials Inc.

Market Share: 8.1%

  In November 2017, Tembec Inc. (Tembec) was acquired by Rayonier Advanced Materials Inc. (Rayonier) for $1.0
billion in U.S. dollars. Tembec, headquartered in Montreal, was founded in 1972 as a pulp mill and grew significantly
across Canada during 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. Rayonier absorbed Tembec's operating units
into its own structure and the acquisition more than doubled its revenue between 2017 and 2018. According to
Rayonier's 2020 annual report (latest data available), the company generated $2.3 billion in global revenue that
year.

Rayonier has four segments, high purity cellulose, forest products, pulp and paper. Its paper segment consists of the
same two facilities that had comprised Tembec's paper segment, a newsprint mill that operates in the Paper Mills
industry (IBISWorld report 32212CA) and a paperboard mill located in Quebec. This facility is industry-relevant and
has production capacity of 180,000.0 tonnes per year of coated cover paperboard.

The acquisition of Tembec brought Rayonier into this industry, as prior to its purchase it had no paper or paperboard
producing facilities in Canada. As a result, this acquisition did little to change the overall structure of the industry, as
this facility still produces the same goods, all that has changed is its owner. Further, the facility has had the exact
same production capacity over the past five years, so its contribution to the overall industry has remained at a
comparable level throughout the reporting period.

Financial performance

IBISWorld estimates that Rayonier's industry-relevant revenue has declined, with the mills' revenue slated to fall an
annualized 2.3% to $242.4 million over the five years to 2021. Due to a decline in the world price of wood pulp,
combined with a steady rate of production, Rayonier has endured a recent decline in revenue. Further, the spread of
COVID-19 (coronavirus) in 2020 is expected to diminish demand from several downstream markets and constrain
growth opportunities, with the company's industry-relevant revenue expected to decline 3.9% that year. Unlike other
companies in the industry, Rayonier's industry-relevant profit is expected to decline during the period, primarily due
to lower paperboard prices, coupled with higher maintenance and transportation costs. Rayonier's industry-relevant
profit, defined as earnings before interest and taxes, is forecast to decline at an annualized rate of 16.1% to $25.3
million. Over the five years to 2026, IBISWorld expects the world price of pulp to increase an annualized 3.5%,
which could harm profit even further unless Rayonier is able to offset those increases with similar product price
increases and increased production.
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Rayonier Advanced Materials Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($m)
Growth

(% change)
Operating Profit

($m)
Growth

(% change)
2016 273.0 N/C 60.9 N/C
2017 272.1 -0.3 57.2 -6.1
2018 255.1 -6.2 23.7 -58.6
2019 264.8 3.8 5.3 -77.6
2020 254.5 -3.9 24.1 354.7
2021 242.4 -4.8 25.3 5.0

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

Other Companies The Paperboard Mills industry in Canada operates with a moderate level of market share concentration. The four
largest companies in the industry account for a combined 57.5% of industry revenue in 2021, with the remainder
coming from small- and medium-sized producers. Market share concentration among the largest operators in the
industry has increased over the five years to 2021. 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.

Strathcona Paper LP

  Market Share: 4.3%
  Founded in 1873 as the Napanee Paper Company, Strathcona Paper LP (Strathcona), is currently the only

paperboard company in North America that specialized exclusively in medium to heavy weight paperboard
manufacturing and supply. With more than 100 years of experience focused on a particular niche, Strathcona has
built out a very strong space for itself in the market for consumers seeking to purchase sturdy paperboard products.
Specifically, Strathcona manufactures paper-based packing products with high stiffness and strength levels, made
from 100.0% recycled paperboard.

Strathcona focuses on continuous improvements and modernization of its products, with a 100.0% commitment to
using recycled paper products as inputs. Strathcona blends multiple grades of recycled fibre, which gets pulped
using recycled water before being cleaned, screened and ultimately pressed into a finished paperboard product.
Strathcona offers a few different industry products such as, GreenChoice 100 which is a 100.0% carbon neutral
paperboard and the only paperboard certified by Eco-Logo, FCS and the Rainforest Alliance. Other products include
Freezerboard which is ideal for frozen foods, Strathcote manufactured from 100.0% post-use recycled waste paper
fibres and Absolutely! Food which is developed specifically for food products. Absolutely! Food is indicative of
Strathcona's mission to sustainable yet efficient products, as it is the only manufacturer of recycled boxboard, a
product made from paperboard, to have direct food contact accreditation by a Canadian authority. Strathcona is a
private company, so finding company-specific data is difficult. However, IBISWorld estimates that the company will
generate $126.7 million in industry-relevant revenue in 2021 and capture 4.3% of industry revenue.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Paperboard Mills industry in Canada operates with a
moderate to high level of capital intensity. IBISWorld
estimates that for every $1.00 spent on wages, the industry
will allocate $0.36 to capital investment in 2021. Over the
five years to 2021, domestic paperboard mills have
invested in capital improvements, such as increased
computerization, with the aim to boost labour productivity.
In addition, industry growth has helped to stimulate
additional capital investment. Despite increased capital
investments by the industry, the overall level of capital
intensity will stagnate during the period, as industry wages
are expected to grow at a similar rate.

In general, paperboard manufacturing is a complex
process. It requires moving mesh screens, on which pulp
slurry, which consists of pulp, chemicals and water, is
sprayed in multiple layers, creating a mat. This process
builds up the layers of pulp fibres, assuring the final
strength of the product. Once the mat is formed, the
process of removing water begins, requiring a series of
sponge rollers and heated rollers. The paperboard is then
rolled, cut to a specified width, inventoried and shipped. In
addition, a myriad of sensors and monitoring equipment
are required throughout the process to ensure the quality of
the finished product. As a result, capital equipment plays a
large role in the production process.

Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change
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  Operators in the Paperboard Mills industry in Canada do not experience
significant disruption to their activities due to technological advances in
competing industries.

This is because the industry produces physical products that are not easily substituted. The industry primarily contends with
substitute products in the form of plastic bags, shrink wrap film, expanded foam polystyrene boxes and returnable plastic
crates. However, each of these products meets different needs and may not always act as a substitute for the paperboard
created by industry operators. Moreover, there have not been any notable technological advances in the manufacturing of
these substitute products over the five years to 2021, shielding operators in this industry from experiencing technological
disruption. If anything, the manufacturing of substitute products has further served to aid the industry's revenue streams, as
the paperboard produced by operators is environmentally friendly and appeals to businesses and consumers in an
increasingly environmentally conscious climate.

The level of technology change is    Medium

  Mills in the Paperboard Mills industry in Canada have undergone a moderate
level of technological change over the five years to 2021.

Similar to paper mills, industry operators have invested considerably in newer machinery and equipment, upgrades and
research and development. Recently, one of the most prominent areas of research has involved reducing resource
consumption and integrating recycled materials into production. The industry consistently develops new systems and
processes that concentrate on reducing energy consumption, including changes to the watering and drying processes.

These investments have enabled the industry to respond to changing packaging needs by consumers. Through the use of
microspheres and other technologies, the quality and durability of paperboard has significantly improved. Companies have
also reduced labour intensity and raised the overall mechanization, accuracy and productivity of operations. Technological
changes have also reduced the consumption of resources, such as water, energy and chemicals, while increasing the use
of alternative materials in pulp and cardboard production. These changes have led to a more environmentally friendly
industry and declining production costs through reductions in human error and down time.

Revenue
Volatility

The level of volatility is    High

  Volatility in the Paperboard Mills industry in Canada is expected to be
moderate to high over the five years to 2021.

Industry revenue is tied to overall domestic output alongside the price of industry goods and the primary sources of volatility
are price fluctuations due to shifting demand.

Prices are linked to the world price of wood pulp, which is used to produce pulp and paper products and itself is a globally
traded good. Domestic prices of wood pulp can diverge significantly from the average world price of wood pulp in a given
year depending on spot prices in the specific countries that demand domestic products.
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Meanwhile, downstream demand can also affect industry volatility. Industry products are used by several primary
downstream industries in the production of packaging products, with one of the primary sources of demand being
Cardboard manufacturers (IBISWorld report 32221CA). Demand for packaging goods is associated with domestic
economic conditions and the strength of consumer spending, which tends to be less volatile.

A significant amount of industry revenue is also generated through exports and industry performance in a given year can be
affected by economic conditions in key export markets, in addition to the relative strength of the domestic currency
compared with major trading partners. Over the past five years, the industry has benefited from strong export growth due to
the depreciated value of the domestic economy. This has helped to underpin strong revenue growth over the past five
years, with exports rising in excess of 15.0% in both 2017 and 2018. Overall, industry revenue is expected to oscillate an
average of 13.7% during the period.

Regulation &
Policy

The level of regulation is    Medium and the trend is Steady

The primary source of regulation for the Paperboard Mills industry in Canada
comes from the federal government.

Relevant regulations for pulp and paper effluent, which is liquid waste discharged from the production process, are included
under the Fisheries Act, which aims to protect natural habitats from the effect of liquid effluent generated by pulp and paper
mills. These regulations set standards with respect to the volume and characteristics of effluent from industry operators.
Moreover, pulp and paper effluent regulations require paperboard mills to conduct environmental effects monitoring studies
to determine the effect of effluents on the water in which they are being released.

Domestic paperboard mills are also regulated under the Canadian Environmental Protection Act (CEPA). The CEPA also
maintains regulations related to the industry's effluent. More specifically, mills relying on chlorine bleaching processes must
ensure that the dioxin and furan included in their effluent is below set levels. In addition, the CEPA maintains regulations
related to the types of wood chips that can be used, with violations of these regulations leading to substantial fines and
possible closure.

British Columbia, Ontario and Quebec maintain province-specific environmental regulations for the pulp and paper sector.
While the remaining provinces do not have specific environmental regulations related to paperboard mills, these provinces
do regulate environmental hazards, including the discharge of chlorine, carbon dioxide and sulphur dioxide.

Industry
Assistance

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

The Paperboard Mills industry in Canada does not receive direct assistance
from the federal or provincial governments in Canada in the form of tariffs or
subsidies.

However, industry operators do benefit from the support of a range of industry associations. For example, the Pulp and
Paper Technical Association of Canada aims to improve the technical and professional capabilities of its members
worldwide, while simultaneously advancing the pulp and paper sector. Meanwhile, the Canadian Corrugated &
Containerboard Association helps to promote industries related to the domestic packaging goods sector.

Due to the spread of COVID-19 (coronavirus), the Canadian Government instituted a variety of assistance programs that
some industry operators may have qualified for in 2020. For example, the Canada Emergency Wage Subsidy covered a
portion of an employee's wages for eligible employers that were negatively affected by the coronavirus pandemic.
Additionally, operators were able to take advantage of tax deferrals and improved access to credit and loans to remain
liquid. The Canada Emergency Business Account also provided interest-free loans to small businesses of up to $40,000.
Large operators were able to apply for bridge financing through the Large Employer Emergency Financing Facility.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

World price
of wood

pulp ($ per
metric ton)

2012 1,722 304 60.0 41.0 2,686 601 568 188 1,689 763
2013 1,835 465 53.0 38.0 2,706 726 661 199 1,770 823
2014 1,915 554 49.0 34.0 2,553 863 787 197 1,839 877
2015 2,425 835 47.0 32.0 2,716 991 914 233 2,349 867
2016 2,483 915 45.0 31.0 2,542 947 856 224 2,391 819
2017 3,065 976 45.0 30.0 3,344 1,115 980 281 2,931 856
2018 3,091 1,087 46.0 31.0 3,175 1,289 1,062 263 2,865 1,031
2019 3,115 1,063 49.0 32.0 3,257 1,149 1,015 269 2,981 830
2020 2,824 479 46.0 30.0 3,063 1,150 1,015 251 2,689 675
2021 2,977 879 47.0 31.0 3,183 1,187 1,121 262 2,911 746
2022 3,099 908 48.0 31.0 3,295 1,240 1,157 271 3,015 796
2023 3,176 925 48.0 31.0 3,375 1,274 1,181 278 3,083 834
2024 3,228 937 49.0 32.0 3,448 1,296 1,196 284 3,128 855
2025 3,274 950 49.0 32.0 3,489 1,316 1,209 287 3,167 871
2026 3,224 927 49.0 32.0 3,468 1,298 1,187 285 3,113 885

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)

World price
of wood
pulp (%)

2012 2.47 21.5 -4.77 -8.89 6.41 -15.7 6.61 2.45 12.6 -15.2
2013 6.59 53.1 -11.7 -7.32 0.74 20.9 16.3 5.79 4.78 7.89
2014 4.35 19.1 -7.55 -10.5 -5.66 18.8 19.1 -1.11 3.94 6.54
2015 26.6 50.9 -4.09 -5.89 6.38 14.8 16.2 18.6 27.7 -1.17
2016 2.37 9.60 -4.26 -3.13 -6.41 -4.36 -6.43 -4.08 1.78 -5.52
2017 23.5 6.62 0.00 -3.23 31.5 17.6 14.5 25.3 22.6 4.53
2018 0.84 11.4 2.22 3.33 -5.06 15.6 8.36 -6.24 -2.25 20.4
2019 0.76 -2.20 6.52 3.22 2.58 -10.9 -4.45 2.24 4.06 -19.4
2020 -9.32 -55.0 -6.13 -6.25 -5.96 0.11 -0.01 -6.62 -9.78 -18.8
2021 5.38 83.5 2.17 3.33 3.91 3.20 10.5 4.22 8.23 10.6
2022 4.10 3.34 2.12 0.00 3.51 4.50 3.19 3.59 3.59 6.73
2023 2.51 1.81 0.00 0.00 2.42 2.69 2.08 2.47 2.27 4.75
2024 1.62 1.33 2.08 3.22 2.16 1.76 1.30 2.05 1.44 2.54
2025 1.41 1.34 0.00 0.00 1.18 1.55 1.09 1.23 1.23 1.85
2026 -1.51 -2.43 0.00 0.00 -0.61 -1.38 -1.83 -0.81 -1.69 1.55

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

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

2012 17.6 33.6 34.9 641 10.9 44.8 69,993
2013 25.3 37.3 39.6 678 10.8 51.1 73,503
2014 28.9 42.8 45.0 750 10.3 52.1 77,047
2015 34.4 38.9 40.8 893 9.62 57.8 85,898
2016 36.9 35.8 38.2 977 9.01 56.5 88,041
2017 31.8 33.4 36.4 917 9.15 74.3 83,882
2018 35.2 37.1 41.7 974 8.51 69.0 82,835
2019 34.1 34.0 36.9 956 8.63 66.5 82,561
2020 17.0 37.7 40.7 922 8.89 66.6 81,978
2021 29.5 38.5 39.9 935 8.79 67.7 82,218
2022 29.3 38.4 40.0 940 8.75 68.6 82,276
2023 29.1 38.3 40.1 941 8.75 70.3 82,311
2024 29.0 38.2 40.2 936 8.78 70.4 82,222
2025 29.0 38.2 40.2 938 8.77 71.2 82,259
2026 28.7 38.1 40.3 930 8.83 70.8 82,093

Figures are inflation adjusted to 2021



Paperboard Mills in Canada June 2021

37 IBISWorld.com

Additional Resources
Additional
Resources

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

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

International Council of Forest & Paper Associations
http://www.icfpa.org

Industry Jargon BLEACHED PAPERBOARD
A white paperboard made from pulp containing no less than 80.0% bleached virgin wood fibres.

CONTAINERBOARD
Any type of paperboard that is used in the production of corrugated cardboard, including linerboard and corrugated
medium.

LINERBOARD
The solid outer sides of corrugated cardboard.

RECYCLED PAPERBOARD
A paperboard made out of a combination of recycled fibres from various grades of paper stock, with the larger
portion of the pulp being recycled fibres and the lesser amount being virgin fibres.

UNBLEACHED KRAFT PAPERBOARD
A paperboard made from pulp containing no less than 80.0% wood fibres produced by the sulfate (kraft) process.

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.

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