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Abstract 

Indian Paper industry is being bashed by influx of imports turning tables by taking advantage of FTA’s 

and Bi-Lateral Trade Agreements entered by India. In this process it is at the cusp of transition by 

making tiny steps to move away from conventional grades to value added varieties and in the course 

of some transitory changes.  Adding to the woos, the shortage of raw material within India, import of 

pulp, waste paper, mismatch of supply demand of Newsprint and industrial grade of papers  are 

putting pressure on Forex deficient Indian economy to carve out alternate avenues.  Though ‘Make in 

India’ program is ambitiously being pursued by Government in high-Tech areas, yet there remain some 

gaps with respect to  exploring all possible options and every conceivable area of forex savings is on 

the constant radar of policy makers.  In this context this paper has lot of relevance to the policy makers 

and thought leaders in Paper industry to critically think and evaluate strategies in right earnest and 

invest time and harness resources to innovate new technologies and sail through successfully in all 

seasons and steer the industry in the right direction.      

Keywords:  Paper Manufacturing Processes – Paper Grades Consumption  – Demand Supply Gaps – 

Alternate paper end uses and Innovations  – Import Substitution – Make in India – Forex savings  

 

Indian Paper Industry – Opportunities and Challenges  

Paper consumption is considered to be one of the barometers to portray a country’s cultural and 

intellectual diversity. Paper Production and consumption has enormous impact on our lives. The 

demographic dividend advantage and rapid strides made by the Indian education sector, the vibrant 

Indian Manufacturing activity in recent years has given further fillip to per capita consumption and 

has led the Indian Paper Manufacturing sector to expand the capacities. The Progress of 

industrialisation over the years, has brought in new uses of paper, simultaneously the compelling 

necessity to replace the multiplicity of plastic usage has also added a new dimension to it. On the flip 

side, many advanced countries are shying away the paper usage on account of environmental 

degradation, digitisation, extensive usage of internet led to paperless offices has its own impact on 

this industry. Looking at the following fact profile, there is an imminent need to look and review the 

paper industry scenario. 

 

According to a report published by Food and Agricultural Organisation (FAO) of the United Nations on 

Forest Products- Facts and Figures published in 2016, Paper and paperboard production increased 

over the period 2012– 2016 from 399 million tonnes to 409 million tonnes.  Growth in 2016 was under 

one percent. Almost all of this growth was due to a 6 percent rise in production in the Asia-Pacific 

region. This offset the decline of 4 percent in Northern America and 1 percent in Europe.  The two 
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largest paper and paperboard producers in 2016 were China (113 million tonnes) and the USA (72 

million tonnes). Their combined production accounted for 45 percent of global production. The other 

three largest producers were Japan (26 million tonnes), Germany (23 million tonnes) and India (14 

million tonnes), which accounted for another 16 percent of global production. China and India were 

the only countries that increased their production (by 6 percent and 46 percent respectively) over the 

observed period. Production in Japan and Germany remained about the same from 2012 to 2016, 

while the USA saw a decline of 3 percent 

 

Source: Hawkins Wright Estimate - CARW_2017_002_outlook GLOBAL5 

(https://www.hawkinswright.com/bioenergy/forest-energy-monitor) 

 

Fibre Furnish – Need of the hour 

As per the information available from Paper Makers sources, to make a tonne of paper 3.0 tonnes of 

scarcely grown wood, agro residues like Bagasse which is next large raw material being used is 

required to the extent of 6.0 Tonnes.  While recycled paper which is extensively used in western and 

European countries with deinked process, waste paper and used stationery is required to the extent 

of approximately 2 to 2.5 tonnes taking into consideration the weight-loss on account of coating 

chemicals and printing inks, moisture loss etc., during the process of converting waste to wealth. The 

environmentalists are of the view if paper mills expansions continue unabated to produce on wood, will 

lead to substantial erosion of forest cover leading to environmental imbalances. Already the cost viability 

factors had impacted this industry to search for alternate raw materials.  Considering these facts, already 

the governments at both centre and states are discouraging wood based paper mills green projects and 

restrictions are laid on brownfield projects too.    
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China: Ag. Fibre Leader 

China is the second biggest producer of 

paper in the world after the USA, and a 

great deal of its paper has agricultural 

residues as the basic ingredient. All over 

China, when farmers harvest rice, maize 

and sugar cane, they sell the straw to pulp 

mills – as a developmental strategy of rural 

economies.  China is retrofitting existing 

mills with effluent treatment facilities, to 

ensure all new mills can use agricultural 

residues and be a role model and gradually 

rose to the position of the world leader in ‘ag fiber’. There is a lot to learn from our Asian neighbour 

who continue to champion the art of paper making to the world.  

According to published information, the growth in paper consumption would be in multiples of GDP, 
eventually an increase in consumption by one kg per capita would lead to an increase in demand of 1 
million tonnes. The domestic consumption of paper is about 17 million tonnes per annum (TPA), with 
over 2 million TPA being imported. By 2024-25, under the baseline scenario, domestic consumption is 
projected to rise to 23.50 million TPA. About 1 million TPA of integrated pulp, paper and paperboard 
capacity has to be created in India on an annual basis over the current capacity to meet the growing 
demand. The Indian paper Industry is contributing an annual turnover of about INR 50,000 crores 
being the fourth largest industry category contributing to the economy’s GDP and providing 
employment to over 50 lakh both directly or indirectly.    

According to a Pre-Budget Memorandum submitted by Indian paper Makers Association in 2018, 

Imports of paper, paperboard and newsprint into India have been steadily increasing. In the last five 

years, imports have risen at a CAGR of 11.4% in value terms (from INR 7,152 crores in 2010-11 to INR 

12,284 crores in 2015-16), and 7.9% in volume terms (from 1.8 million tonnes in 2010-11 to 2.6 million 

tonnes in 2015-16). 

 

GLOBAL PERSPECTIVES 

After the entry of India into WTO free trade regime, India on its own cannot do away in opening its 

markets to a level playing global Players and continue to extend protective shield through either tariff 

or non-tariff barriers.  The preferential Free Trade Agreements entered with ASEAN, South Korea, 

other bilateral and multilateral trade agreements and pacts are fallout of this free trade regime and 

already showing the signs of aggression into Indian markets and posing extremely challenging 

environment to Indian Paper Makers. In fact, the duties on paper and paperboard are being 

progressively reduced, from a base rate of 10%, the basic customs duty came down to almost nil rate 

with effect from 01. Jan 2014 especially the agreement with ASEAN and more specifically with Korea. 

The most alarming pact being the progressive reduction in basic customs duty to touch to as low as 

0% in this year as a part to BTA with South Korea.    
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Based on the available data, the supply demand gap in case of Newsprint is not viewed seriously by 

Indian government or by private players. Under the garb of this scenario, many are trying to bring in 

cheap imports trying to make inroads into the Indian markets, taking advantage the FTA route to 

garner a pie of industrial grades and value added varieties of papers such as Cup stock, Release Papers, 

Base Papers, Packaging Grades, Coated Papers, Cut Stationery etc.,  

Adding to the quagmire, Paper Industry is saddled with the challenges of acute shortage of raw 

materials coupled with persistent rising trend of price of raw materials and non- cooperation of 

Governments be it state or centre in allocating non-arable forest lands for social forestry, insufficient 

land availability for commercial forestry, besides the GST overload on raw material procured.   

 

According to world’s leading consultancy group Mckinsey Report of 2017 on Paper Industry predicts that 

Global Graphic Paper manufacturers, particularly newsprint and coated papers but also uncoated papers, 

will continue to face a severe decline in demand and significant pressure to restructure production capacity. 

The graphic papers segment is likely to see continuing machine conversions into packaging and specialty 

papers, more so dependent on innovations in distribution and the supply chain.  Such structural changes are 

already having an impact on the profitability of global graphic-paper companies, which is currently re-

emerging from several years in the doldrums. The turbulence in graphic papers has meanwhile spilled over 

to packaging and tissue segments, with capacity increases in segments that don’t really need it.  While their 

observations on Consumer packaging and tissue will be driven largely by demographic shifts and consumer 

trends such as the demand for convenience and sustainability. It will grow roughly on par with GDP. This has 

more relevance to Indian context, as innovations are expected to be a critical success factor, but they are 

uncertain how far packaging players can drive innovation by themselves. Clearly the indices are emerging 

out of leads of retailing, and consumer-goods companies are gaining in areas such as formats, use, and 

technology. At this juncture, the sudden inflow of capacity from the graphic-paper segment will need to be 

managed. With reference to Industrial packaging also their predictions are to seize the opportunities of 

innovation and a certain amount of value-creating disruption, arising out of online shopping, last-mile 

delivery, product safety, and counterfeiting measures. But demand growth is predicted still likely to be 

somewhat below GDP. 

 

IMPERATIVES FOR INDIA 

Indian Manufacturing experiencing good for most of the last year. Index for Indian Industrial 
Production is at its highest for the past several quarters.  The drivers of this phase of growth are robust 
too with consumer spending up about 7.5 per cent over last year. While growth and reforms continue, 
there are sweeping changes happening on the technology front. Advanced and disruptive technologies 

According to K S Kasi Viswanathan, Managing Director, Seshasayee Paper and Boards, the FTA 

leading to paper imports from countries such as Thailand and Malaysia, have put tremendous 

pressure on domestic players. Therefore, the industry body Indian Paper Manufacturers 

Association has taken up the issue with the Government and the Commerce Ministry. We hear 

no signs of such protective mechanisms contemplated by our Commerce Department.  
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are the big theme in manufacturing technologies across the globe.  India is seen as laggard but sooner 
than later this trend will manifest India as well. The pointers for the future growth are the surge in the 
packing grades consumption led by resurgence of Indian FMCG sector, will eventually compel the need 
for India to relook at the whole scenario and rework on the industrial and packaging grades of papers.   

Packaging & labelling and printing industries 
are the two major fast emerging and 
evolving end user industries of paper. Their 
growth is driven by the rising affluence of the 
middle class in the developing countries like 
us coupled with a rapid rate of urbanization 
which has led to a rise in the consumerism 
opportunities, such as a high demand for 
consumer goods and lifestyle services in the 
market. The increase in spending in the 
construction sector in the emerging 
economies, such as China, India and Taiwan 
is also expected to fuel the packaging grade            Source: CARE Ratings Industry Report: Feb 12, 2018  

Papers demand over the next few years.  The specialty paper market, in terms of volume, is projected 
to reach 34,879.08 KT by 2020, growing at a CAGR of around 6.59% from 2015. Factors such as 
improving economic condition in countries and increasing end-use applications are the major drivers 
of the specialty paper market growth.  

According to a CRISIL report published in July 2017 this industry witnessed subdued global demand 

growth for writing & Printing papers -- at less than 1% – domestic consumption is buoyant at 5-6% on 

Y-O-Y, driven by rising literacy, growing school enrolment rates and higher promotional spends. That, 

along with the closure of stressed domestic capacities, has led to supply constraints.                                             

According to Mr Subodh Rai, Senior Director, CRISIL Ratings, the Paper Industry in 2018 is expected to 

hold onto its healthy operating margins and generate an operating profit of Rs 11,000 per MT of paper 

produced per annum over the next two years, which is one-third higher than the previous five-year 

average. This improved cash generation is expected to lead to a decline in net debt levels by 25-30%. 

 

So long as the Paper markets are fetching reasonable returns the Indian Paper Makers concerns are 

subdued, when the situation catapults on the surface due to cyclical variations as being witnessed at 

regular intervals, the current negative growth global scenario trends are replicated to by Indian 

consumers the so called small players need to bite the bullet initially and over a period permeates to 

larger players.  Even the big players opt to shut down and play down or put on hold the expansion 

plans, refurbishing or retrofit, modernisation plans of machines.    Profiling of the 759 Paper mills 

currently operational, indicate only 24 mills are large in size and has a capacity produce that can 

influence the market conditions deterring international pressures.  While the remaining relatively 

small and marginal players in terms of their capacity needs jostle to sustain vagaries of the market. 

Now with the option of cheap Imports of high bright virgin grades of wood free papers to Indian 

consumers would acclimatise the Indian market scenario over a period of time and demand better 

grades from the Indian paper makers too.   As a result of this onslaught, majority of Indian small and 

marginal paper mills owing to their techno-economic capabilities needs to cope up with such 

demands and need to muster their muscle to raise the bar of competencies to tide over such 

situations.   Our Honourable Prime Minister Modi’s ambitious program of “Make in India” initiatives 
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needs to be applied to this industry as well and make India self-reliant in all grades of papers 

including making currency grades, certain other industrial and packing grades which India is hitherto 

rely on imports.  India is recognised by the world as an important economy to reckon in terms of 

trade, in terms of sustained high growth achieved in recent years, allowance of free FDI into this 

category, the same advantage needs to be exploited to its full advantage to upgrade the Indian 

Paper industry technologically.  Looking at this current attractiveness of Indian market scenario, 

many International giants started entering into Indian market through acquisitions and takeover of 

closed mills to penetrate through brownfield strategy option.   Interest of foreign funds in the Indian 

paper sector is growing. International Finance Corporation (IFC), the investment arm of the World 

Bank, is already associated with at least three Indian mills. International industrial giants have shown 

considerable interest. Two big ticket deals being Andhra Pradesh Paper Mills acquired by 

international Paper, and Ruby Macon’s by MWV.  

 

   Source:  IPMA Published data 

The eminent research bodies engaged in research and development, and research centres attached 

to Paper Mills are to a large extent trying to invent new alternative cost effective raw materials and 

chemicals, with less emphasis on products 

tailored to suit new end uses and to make more 

value added varieties and exploit making 

import substitute grades of papers. The  

growth is clearly visible in terms of 

consumption which has risen from 3.5 Kgs per 

capita consumption in 80’s to current 13.0 Kgs 

less than one-fourth of the global average of 57 

kg. The growth is further fuelled by the growth 

of FMCG seeking more papers to replace 

plastics.  The Manufacturing sector thirstily 

looking for packing grades and industrial 

grades of papers.   Coupled to this, the Indian    Source: CARE Ratings -Indian Paper Industry Moving   

                                                                                                     out of woods? 

Education Sector is also on rampage, Indian Manufacturing sector too witnessing phenomenal growth, 

the resilient Food Processing Sector is offering plethora of opportunities.   The following statistical 

profile of world’s top 10 food processors gives enough pointers to papers makers to develop newer 

and improved grades and economically viable packing grades of papers to meet its consistently 

Snippets on Indian Paper scenario 

Paper consumption is at 16.5 million tonnes in 2016-17, and projected to reach 25.3 million tonnes 

in 2026-27.  
 

As per government numbers, the consumption will increase to 18.4 million tonnes in 2016-17 (the 

terminal year of the 12th Plan) and to 43.9 million tonnes in 2026-27. The production of paper is 

expected to increase to 39.7 million tonnes in 2026-27, thereby predicting an excess capacity be 

available. 

The total import of paper (mostly newsprint) is projected to be to the tune of 4.3 million tonnes by 

2026-27. 
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growing demand.  While the growth has been positive, the quality of growth needs to sustain over in 

the coming years.  

 

TOP 10 Food Processors of the world  

CHINA  
The country leads in rice and pig meat production, and it is among three largest producers of milk, 
chicken and beef. China is the fourth largest agricultural producer exporter at $58 billion (Sh5.8 
trillion). 

UNITED STATES  
The US is the largest producer of milk, chicken and beef, and second producer of pork. It is the largest 
agricultural exporter with exports estimated at $110 billion (Sh11 trillion) in 2014.… 
 
The country also holds the top place as the greatest meat consumer per capita, and is among countries 
which throw away the largest amount of food despite 48 million Americans living in food insecure 
households. 

BRAZIL  
Brazil is among the top five producers of milk, pork and beef. It is the ninth largest economy in the 
world mainly due to agriculture production which accounts for large share of its Gross Domestic 
Product.  

INDIA 
India is the second largest producer of milk and rice. It also ranks high as chicken and beef producer. 
Despite the fact that India can boast about its agriculture development, as well as economic growth 
of 6.9 per cent between 2013 and 2014.  
 
Like in other countries on the list, food waste is a major problem in India – about 40 per cent of 
produced food ends up in the bin. 

RUSSIA  
After the West imposed economic sanction to Russia because of its involvement in Ukraine crises, 
President Vladimir Putin responded by banning food imports from EU, US and other countries which 
have blamed him for crisis in Ukraine.  
 
It is hard to translate the effects of these mutual sanction into money, but it is evident that Russian 
ban has created significant problems for EU farmers who don’t know what to do with food produced 
for Russian market. 

 
FRANCE 
France is among top ten countries in production of milk and beef, and among top 20 chicken and pork 
producers. Eighteen per cent of total EU food production comes from France and it is world’s fifth 
largest agricultural exporter. 

MEXICO 
The country’s agricultural export is estimated at more than $10 billion (Sh1 trillion), with annual 
agriculture production growth of 1.67 per cent. One of Mexico’s main markets is the US where it 
exports 30 per cent.  

JAPAN 
Japanese mostly consume rice and fish, but eat less meat compared to US and EU citizens. Food 
exports hit a record last year due to increase of 11.1 per cent, and were valued at 611.7 billion yen.  
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GERMANY  
As one of the highest developed countries in the world, it has been one of the largest meat consumers 
in the world; each year 60 kgs of meat is consumed per person. Interestingly, Germany strongly 
opposes genetically modified organisms (GMO), and earlier this year made a move to stop GMO crop 
cultivation. 

 

TURKEY 
The country also has one of the highest export growth rate in the world because agricultural export 
has tripled during last decade. 
 
Like other countries on the list, Turkey is trying to tackle the problem of food waste. Recently, Turkish 
agriculture minister urged people to stop throwing away food. Every year 1.3 million tonnes of food 
ends up in bins. 

Source: Posted in People Daily, on 11 October 2016 

Conclusion  

The aim of this paper is to distil key trends and draw insights into each of above points and draw out 

imperatives for Indian Paper Manufacturing sector and carve out the future contours ushering for a 

new era of growth foreseeing the sector to grow strength to strength in the years to come.   The 

benefits of recycled grades would obviously reinforces a shift in trend of making papers from 

conventional inputs to support socially and environmentally sustainable transformations.  Hence, the 

decisive path for the paper industry to reinvent its way to adopt ecologically viable manufacturing 

practices while aspiring and maintaining its growth trajectory yet evaluating social impact assessment 

measures in mind.  

In this hour, I do not believe that any darkness will endure - JRR Tolkein 
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