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Turning the Page
How the Digital Revolution Is Squeezing Demand 

for Graphic Paper

The digital revolution 
poses a fundamental 
challenge to the graph-
ic-paper industry. 
Growth in global de-

mand has slowed significantly as the 
digital distribution of content has 
gained momentum. How will this 
play out over the next decade? Will 
the trend accelerate or slow down? 
Will all consumers behave similar-
ly? Will all countries follow the 
same pattern of demand reduction? 
And what are the implications for 
paper companies’ strategies? 

In this paper, we seek to answer those 
questions. We begin by looking at the 
key elements of the digital revolution 
that will affect demand—namely  
e-media; e-devices, such as the Kindle 
and iPad, which pose perhaps the  
single greatest threat to demand;  
e-advertising; and e-archiving and  
e-distribution. We also examine two 
tangential forces—changes in con-
sumer thinking and behavior, driven 
largely by environmental concerns, 
and cost-cutting moves by compa-
nies—that will take a smaller but sig-
nificant toll on the demand for paper. 

We follow that assessment with spe-
cific growth-rate projections—both 
global and regional—through 2020 
for different paper grades. We also 

explain the underlying drivers of de-
mand, knowledge of which is critical 
to modeling company-specific de-
mand forecasts. We conclude with a 
discussion of implications and action 
steps for stakeholders.

The report’s high-level message: al-
though there will be pockets of 
strength, most notably in Asia and 
emerging markets generally, aggre-
gate global demand for graphic paper 
will be essentially flat in the next dec-
ade, making for an increasingly chal-
lenging backdrop for paper produc-
ers. Industry participants will need to 
thoroughly understand the dynamics 
affecting their respective markets—
not just the factors affecting aggre-
gate demand but also those driving 
demand for different grades and sub-
grades of paper and those influenc-
ing demand from key customers. 

Gaining such an understanding en-
tails more than using a generic fore-
cast as a basis for planning. It re-
quires a real understanding of the 
drivers of demand and substitution, 
the key sensitivities, and potential 
forecasting errors. The past two years 
showed unprecedented demand vol-
atility, confirming that there is limit-
ed value in a demand forecast that 
lacks full transparency on key as-
sumptions and input factors. 

Understanding the range of likely de-
velopments, being able to monitor 
key drivers, and having the ability to 
react quickly will be key differentia-
tors between good and bad perform-
ers in the challenging decade ahead. 
The time to start thinking about 
those dynamics and decisions is now.   

The Digital Revolution’s 
Impact on Graphic-Paper 
Demand

Historically, demand for graphic pa-
per has mapped fairly closely to the 
growth of real, or inflation-adjusted, 
GDP. Other, more specific factors—
such as service GDP, disposable in-
come, advertising spending, and liter-
acy rates—undoubtedly influence 
demand for specific paper grades 
and should be tracked. But none of 
these, our research confirms, has had 
greater predictive power than real 
GDP. Moreover, the impact of most of 
these factors is already incorporated, 
directly or indirectly, in real GDP. 
Hence, that single, comprehensive 
metric is our launching point for any 
demand calculation, regardless of 
market or paper grade. But the tight 
link between economic growth and 
the demand for graphic paper has 
been overridden by the digital revo-
lution. A bustling economy no longer 
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guarantees an equally strong appe-
tite for graphic paper. Instead, that 
appetite will be governed to a large 
extent by the penetration rates of the 
various digital-substitution levers.   

The relationship is already well es-
tablished: as digital content distribu-
tion gains prevalence, growth in the 
demand for graphic paper contracts. 
The strength of the substitution ef-
fect varies by paper grade and mar-
ket: in some cases, e-distribution can 
serve as a complement to, rather 
than a replacement for, hard-copy 
distribution, whether it be newspa-
per content or reference material. 
But there is no disputing the overall 
trend. And that trend will persist and 
strengthen over the next decade.

In this section, we look at four key 
digital-substitution levers—e-media, 
which provide digital content that 
can be accessed with personal com-
puters; e-devices, such as the Kindle 
and iPad, which provide an addition-
al, portable means of accessing digi-
tal content; e-advertising, or the shift 
from paper-based ads to digital ones; 
and e-archiving and e-distribution. 
These four levers will have succes-
sive impacts, each diminishing the 
demand that remains after the ef-
fects of the previous lever. The levers 
will likely be mutually reinforcing: 
wider use of e-devices, for example, 
will lead advertisers to spend more 
on e-advertising than on the offline, 
hard-copy equivalents. 

Below we examine the effects of 
each lever on the primary applica-
tions for graphic paper—newspa-
pers, directories, magazines, catalogs, 
advertising, books, and office paper. 
Our findings are based on quantita-
tive surveys of more than 5,000 con-
sumers worldwide, focus group ses-

sions, interviews with more than 300 
end users, and roughly 100 inter-
views with industry experts.

E-Media. E-media (the precondition 
for the remaining three levers) re-
duce graphic-paper demand in sever-

al ways. First, electronically distribut-
ed content such as online directories 
and catalogs can substitute directly 
for their hard-copy equivalents—
conventionally distributed, paper-
based content. Second, as people 
spend increasing amounts of time 
online, they have proportionately 
less time for offline activities, includ-
ing the consumption of printed con-
tent. Both trends are well established 
and will likely continue as online 
penetration, measured by expanding 
broadband access, grows. Consumers 
worldwide will spend greater 
amounts of time online and will in-
creasingly substitute digital content 
for conventional hard copy. 

The impact on paper-based content 
will be significant but not uniform. 
Directories will be hardest hit: the 
digital format offers users clear ad-
vantages in searchability and physi-
cal convenience. We estimate that, 
once e-media reach full penetration 
(that is, when 100 percent of house-
holds can access digital content using 
PCs), demand for hard-copy directo-
ries will be cut in half. Indeed, the 
substitution effect for directories is 
already advanced. The number of 
hard-copy phone books and yellow 

pages that were printed in the Unit-
ed States fell by approximately 40 
percent from 2005 through 2008. The 
shift is reflected in the changed reve-
nue mix of U.S. directory companies: 
in 2003, there was a 10-90 split be-
tween online and print revenues; in 
2008, it was a 50-50 split.  

Newspapers will also take a signifi-
cant but less severe hit, with demand 
for paper-based copies likely to fall 
by about 30 percent once e-media 
have reached full penetration. Why 
won’t the percentage be higher? 
Many consumers leverage online 
newspaper content but tend to view 
it more as a complement to hard 
copy than as a substitute for it. Con-
sumers have also shown limited will-
ingness, at least to date, to pay for 
online news content delivered to 
their PCs.

The effect on magazines will be 
more modest—likely a 15 percent 
reduction in demand. Shielding hard-
copy distribution of magazines from 
much of the substitution effect is the 
fact that timeliness of delivery is a 
less critical issue for magazines than 
it is for newspapers, negating some 
of the appeal of instantaneous  
e-distribution. Additionally, maga-
zines that are viewed as collectibles 
require, by definition, hard-copy dis-
tribution. 

The impact of e-media on catalogs, 
print advertising, and books will be 
more modest, with demand for each 
likely to fall by 5 percent. Buttressing 
demand for paper-based catalogs is 
the likelihood of an increasing de-
gree of catalog specialization (only 
some specialized catalogs appear 
likely to fall prey to substitution) and 
the fact that most catalogs are free. 
Print advertising will be buoyed in 

The strength

of the substitution

effect varies

by paper grade

and market.
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particular by the ongoing appeal of 
direct-mail ad campaigns. 

Most book categories (for example, 
fiction and educational books) will 
be spared significant substitution ef-
fects owing to the general inconven-
ience of reading books on a PC and 
other factors, including low technol-
ogy standards in schools. But scientif-
ic books, specifically, are likely to see 
some substitution. The effect of full 
penetration of e-media on office pa-
per will be negligible.   

E-Devices. E-devices such as the Kin-
dle, a single-purpose e-reader, and 
the multipurpose iPad will profound-
ly alter the landscape for graphic-pa-
per producers. These devices repre-
sent a huge leap forward in the 
evolution of digital-content distribu-
tion because they offer several 

prized advantages over PC access, 
such as portability and easier accessi-
bility.  

Consumer reaction to the devices 
has been striking. Demand to date 
has exceeded even the most opti-
mistic expectations. The iPad, in 
particular, has enjoyed one of the 
strongest launches ever for a con-
sumer electronics device. And ac-
cording to the results of a recent 
survey by The Boston Consulting 
Group, sales, particularly for multi-
purpose devices such as the iPad, 
are poised to accelerate sharply as 
prices fall.1 Eager to catch the wave 
of opportunity, content providers 
are scrambling to develop applica-
tions for the devices, and consumer 
companies that have not yet en-
tered the fray are rushing to launch 
their own products.  

The vast implications of the widen-
ing adoption of these devices are 
particularly important for paper pro-
ducers that supply newspaper, maga-
zine, and book publishers: paper-
based distribution of these formats 
will bear the brunt of the substitu-
tion effect. (See Exhibit 1.) And the 
trend will be self-reinforcing. The 
growing customer base and product 
demand will lead content providers 
not only to expand the amount of 
content available for e-devices but 
also to improve the quality of their 
offerings—for example, by providing 

1. BCG’s survey on consumers’ awareness of 
and attitudes toward e-readers was conduct-
ed in March 2010. It drew responses from a 
total of 12,717 consumers in 14 countries: 
Australia, Austria, China, Finland, France, 
Germany, India, Italy, Japan, Norway, South 
Korea, Spain, the United Kingdom, and the 
United States. 
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Exhibit 1. E-Devices Will Have a Profound Effect on Demand for Paper-Based Formats
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related content at no charge and im-
proving searchability. 

Simultaneously, competition among 
device makers will drive down prices 
and spur attempts at feature-based 
differentiation, leading to better 
hardware with longer battery life, 
easier navigation, and better graph-
ics, as well as advanced functionality 
such as the ability to share pur-
chased book, newspaper, and maga-
zine content. 

The lure to consumers who have hes-
itated to buy an e-device will grow 
increasingly strong—and the amount 
of digital newspaper, magazine, and 
book content purchased will contin-
ue to rise, at the expense of paper 
producers. All told, we believe that 
demand for newspapers, books, and 
magazines in paper form could be  
as much as 70 to 80 percent lower 
than theoretical maximum levels (as 
suggested by real GDP growth) if  
e-devices were to reach 100 percent 
penetration.

The impact of e-devices on other pa-
per-based applications—directories, 
catalogs, advertising, and office pa-
per—will be smaller but still signifi-
cant. Demand for paper-based adver-
tisements could fall by 30 percent 
versus its maximum potential with 
full penetration of e-devices hurt by 
the general migration of customers 
from paper to digital. Some lingering 
doubts about the effectiveness of  
e-advertising will prevent the damage 
from being worse. Demand for paper-
based directories and catalogs could 
be reduced by roughly 20 percent, 
hurt by the devices’ mobile capability 
and user-friendly features that sur-
pass those of paper-based formats. 
The demand for office paper could 
fall by a similar amount, with the 

bulk of the loss confined to non-cut-
size applications.  

E-Advertising. Driven by a combina-
tion of forces, the remaining paper-
based advertising in its various 
forms—including newspaper and 

magazine ads, inserts and flyers, cat-
alogs, and direct mail—will increas-
ingly fall prey to digital equivalents. 
The ongoing cannibalization of pa-
per-based formats, in particular 
newspapers and magazines, will re-
duce their reach and, thus, their rela-
tive attractiveness to advertisers. Ad-
vertisers will also actively shift 
increasing amounts of spending to-
ward online media, recognizing  
online advertising’s favorable eco-
nomics and potentially greater effec-
tiveness.
 
Print advertising will not be swept 
aside overnight, however, nor will it 
be swept aside completely. Advertis-
ers will be slow to abandon paper. 
Specific vehicles (for example, niche 
magazines) will remain highly effec-
tive means of reaching targeted con-
sumer segments. Furthermore, the 
explosion of new online vehicles—
from Twitter to Facebook—has cre-
ated confusion and, hence, reluc-
tance among advertisers, who are 
not certain precisely where to place 
their bets, which competencies they 
need, or how to gauge success. 

Advertisers are also concerned that 
advertising online entails the possi-

bility of losing control of both their 
message and its context. (Witness, 
for example, the relative ease with 
which online ads can be co-opted 
and parodied.) It will be some time 
before advertisers have enough con-
fidence to jump into the digital realm 
with both feet.  

But the directional trend is clear. The 
perceived attractiveness of paper-
based advertising will continue to 
shrink as digital cannibalization of 
these formats continues, and adver-
tisers will respond by upping the per-
centage of money they spend online. 
Indeed, worldwide spending on In-
ternet advertising surpassed spend-
ing on magazine advertisements in 
2009.2 And as questions surrounding 
online advertising—for example, 
how effective it is and what consti-
tutes best practice—are answered 
over time, the trajectory of online-
spending growth will become even 
steeper. We estimate that, by 2015, 
advertisers will spend more money 
online than in any other channel, in-
cluding television. (See Exhibit 2.)

We expect that full penetration of 
digital advertising will reduce re-
maining paper-based advertising by 
75 percent. Other applications will 
be affected as well, though less se-
verely. Newspapers and magazines 
will likely see their remaining print 
volumes reduced by 20 percent be-
cause of lower advertising revenues, 
while catalogs stand to see their vol-
umes reduced by a similar amount 
owing to the further general pull-
back in print-based ad spending. De-
mand for office paper will fall by ap-
proximately 10 percent as companies 
spend less for envelopes and printed 

2. ZenithOptimedia, April 2010.

E-devices will 

significantly

alter the landscape

for paper

producers.
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materials for direct-mail ad cam-
paigns. 

E-Archiving and E-Distribution. 
The impact of growth in e-archiving 
and e-distribution on the demand for 
graphic paper will be confined to of-
fice paper, primarily cutsize applica-
tions but also some non-cutsize ap-
plications such as business forms  
and envelopes. E-archiving and  
e-distribution of information began 
years ago. However, the negative im-
pact on office paper consumption 
has so far been disguised by underly-
ing GDP growth.  

We estimate that further penetration 
of e-archiving and e-distribution up 
to the maximum level will reduce de-
mand for office paper by 30 percent. 
The damage will not be greater be-

cause most companies are required 
(or feel compelled) to produce  
physical documentation of many 
forms—including deposit slips, ac-
count statements, journals and ledg-
ers, purchase invoices, and paid 
bills—for tax purposes. Further-
more, our research has revealed  
that there are still many individual 
users who, in spite of sophisticated  
e-archiving systems, prefer to print 
their documents and archive them 
in physical form. Were these atti-
tudes to change, paper demand 
could drop even further. 

Other Forces Weighing  
on Demand

Two additional forces that are not 
directly related to electronic substi-

tutes will conspire to further reduce 
demand. The first is behavioral 
changes among consumers—chang-
es that are driven largely by environ-
mental concerns. The second is cost-
cutting moves by companies.

Behavioral Changes Among Con-
sumers. Consumers’ growing con-
cerns about the environment will 
take a further toll on the demand for 
graphic paper. The greatest impact—
in terms of paper grade—will be on 
office paper, as workers actively at-
tempt to reduce their personal paper 
usage, for example, by printing on 
both sides of pages and refraining 
from printing shorter documents 
that they might have printed reflex-
ively before. 

The trend toward consolidation, with 
fewer, centralized, and perhaps in-
conveniently located printers, will 
also prompt workers to print less. All 
told, we expect such changes to re-
duce demand for office paper by a 
further 20 percent once these behav-
iors have reached full penetration.

Behavioral changes driven by 
“green” considerations will also 
weigh on demand for newsprint, as 
some newspaper publishers adopt 
smaller formats to satisfy changing 
consumer preferences. Magazines 
may also move to smaller formats, 
reducing paper demand proportion-
ately. Behavioral changes could re-
duce newspaper companies’ de-
mand for paper by a further 10 
percent, and magazine companies’ 
demand for paper by an additional 
5 percent.  

Cost-Reduction Moves by Compa-
nies. Companies’ efforts to rational-
ize paper use and costs as part of 
broader cost-reduction efforts will 

Projected changes in advertising spending
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Exhibit 2. Advertisers Will Increasingly Shift Their 
Spending to New Electronic Media
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take a considerable toll on demand 
for office paper. Indeed, we expect 
remaining demand for office paper 
to fall by half as companies actively 
rationalize printer and copier use 
and choose lighter-weight, cheaper 
paper for their residual printing 
needs. These practices are likely to 
persist even after the economy recov-
ers: they have not only netted cost 
savings but also have been generally 
well received by employees con-
cerned about the environment. Such 
practices will, therefore, have a last-
ing negative impact on office paper 
consumption.

Demand from newspaper, magazine, 
and catalog producers will also fall as 
these companies strain to cut costs 
(through such measures as reducing 
paper weight and printing margins) 

to maintain profitability. Remaining 
demand from these companies will 
likely fall between 5 and 10 percent 
once companies’ cost-cutting zeal 
has reached its peak. 

Modeling Demand in an 
Uncertain Environment

There is an abundance of forecasts 
on the demand for graphic paper, 
but most of those forecasts only ex-
trapolate trends. This is particularly 
obvious in cases where a trend 
change has occurred and was dis-
covered only in hindsight. (See Ex-
hibit 3, which displays a range of 
forecasts made for uncoated wood-
free paper consumption in North 
America over time in relation to ac-
tual demand.)

Accurately gauging demand for 
graphic paper over the next dec-
ade—a period that will be a water-
shed for the industry—entails far 
more than simple trend extrapola-
tion. It calls for a thorough under-
standing of the basic underlying driv-
ers of demand growth. It also 
requires an awareness of how the 
substitution levers discussed above 
will influence those drivers. 

Our methodology for estimating de-
mand addresses these consider-
ations. It starts with a focus on eco-
nomic growth. As we have noted, 
real-GDP growth has historically 
been the single most reliable predic-
tor of graphic-paper demand in most 
countries. But the calculation cannot 
end there. The correlation between 
real GDP and demand is still reason-

6
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Exhibit 3. Most Demand Forecasts Just Extrapolate Existing Trends
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ably strong in certain emerging econ-
omies. But for most markets, espe-
cially the mature markets of North 
America and Western Europe, which 
make up the bulk of global graphic-
paper demand, real-GDP growth is 
increasingly a gauge of theoretical 
rather than actual demand. That is, it 
indicates what demand could be if 
there were no additional factors to 
constrain it. Actual demand is neces-
sarily lower and increasingly gov-
erned by the substitution effects of 
the digital revolution and, to a lesser 
extent, the other forces mentioned 
above. (See Exhibit 4.)

Our estimates of the potential im-
pact of those levers indicate just how 
large the substitution effects could 
be. But our estimates, which are in-
dicative rather than predictive, 

should be interpreted with care, be-
cause GDP growth remains a power-
ful force. For example, when we as-
sume an 80 percent substitution 
impact on newspapers with full pen-
etration of electronic devices, and 
forecast roughly 40 percent penetra-
tion of e-devices in the United States 
in 2020, this translates into a reduc-
tion of approximately 32 percent of 
theoretical demand growth. Together 
with the effect of underlying demand 
growth driven by GDP growth, this 
adds up to “only” single-digit annual 
declines of this grade in the United 
States in 2020. So the overall impact 
on demand is less dramatic than our 
substitution-effect calculations might 
indicate.

The separate modeling of these dif-
ferent effects—underlying economic 

growth, the impact of the various 
substitution factors, and the penetra-
tion of those levers by country—ob-
viously requires a more detailed un-
derstanding of each effect than 
would the calculation of an aggre-
gate forecast. It also allows for far 
more sophisticated sensitivity analy-
ses, enabling a much clearer under-
standing of the why behind certain 
developments. And it makes it easy 
to quickly challenge the underlying 
assumptions and recalculate the im-
pact on demand.

Following the last step of our meth-
odology, we tested the explanatory 
power of our model by applying its 
logic retroactively. The result—a very 
close alignment with actual de-
mand—confirmed our confidence in 
the model’s validity.

GDP and paper demand by
grade and country

Historical data

GDP-driven growth encompasses many
factors, including the following:
◊ Population growth
◊ Income growth
◊ Literacy

Demand forecast

The correlation between demand for
paper and GDP weakened
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Paper demand

1990 Today 2020

Substitution factors that weigh 
on demand:
◊ E-media
◊ E-devices
◊ E-advertising
◊ E-distribution and e-archiving
◊ Behavioral changes
◊ Cost-oriented reductions

Source: BCG analysis.

Exhibit 4. Accurate Demand Forecasting for Graphic Paper Requires Separate Modeling  
of Growth Drivers and Substitution Effects 
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Adding It All Up: 
Projections  
for Aggregate Demand 
over the Next Decade 

What does our model predict for av-
erage annual graphic-paper demand 
through 2020? Below we present a 
breakdown of prospects by market 
and paper grade. We follow that with 
a discussion of the implications for 
industry participants and other stake-
holders.

Europe. Aggregate demand for graph-
ic paper in Europe will likely fall at a 
compound annual rate of 1 percent 
from 2010 through 2020. Demand in 
Eastern European markets will actu-
ally rise through the period. In Russia 
and the Commonwealth of Indepen-
dent States, consumption will rise at a 
compound annual growth rate 
(CAGR) of 2.4 percent over the dec-
ade, compared with 1.7 percent for 
the rest of Eastern Europe. This, how-
ever, will not compensate for the 1.7 
percent compound annual decline in 
demand in Western Europe, which 
represents the lion’s share of regional 
demand. (In 2010, Western Europe ac-
counts for more than 80 percent of 
Europe’s total consumption.)

All of the substitution levers ana-
lyzed above will weigh on regional 
demand. But e-media, e-devices, and 
e-advertising will take the largest toll 
overall.   

Hardest hit among paper grades will 
be newsprint, whose consumption 
will show a CAGR of –2.1 percent 
through the decade. The other 
grades will see annualized declines 
of less than 1 percent. 

North America. Consumption in 
North America will show a more pro-

nounced decline, with a CAGR of 
–2.6 percent from 2010 through 2020 
in aggregate demand. Driving this 
will be a particularly sharp drop (a 
CAGR of –3 percent) in the United 
States, which accounts for nearly 85 
percent of regional demand in 2010. 

Demand in Canada will also fall sig-
nificantly (a CAGR of –2.4 percent), 
while demand in Mexico will rise  
at an annualized rate of nearly 2 
percent. 

As in Europe, e-media, e-devices, and 
e-advertising will be the levers that 
have the greatest impact on paper 
demand. Here, too, newsprint will 
suffer the steepest decline among pa-
per grades, with consumption falling 
at an annualized rate of 4.5 percent. 
Uncoated woodfree and uncoated 
mechanical papers will also take siz-
able hits, with CAGRs of –3.0 percent 
and –2.1 percent, respectively, 
through the decade. Coated wood-
free and coated mechanical papers 
will suffer smaller declines, with an-
nualized demand shrinking at annu-
alized rates of 1.5 percent and 1.2 
percent, respectively.

Asia. Asia, in contrast to Europe and 
North America, will show strong 
growth through the decade, with ag-
gregate demand rising at a CAGR of 
2.4 percent. Driving this will be ro-
bust demand from China (with a 
CAGR of 4 percent) and India (with 
a CAGR of 5 percent). Developed 
Asian markets (namely Japan and 

South Korea) will buck the trend and 
show modest declines, with a CAGR 
of –2.1 percent.

E-advertising will exert significant 
downward pressure on demand; cost 
reduction moves by companies and 
e-media will also constrain demand. 
But the region’s strong economic 
growth will more than compensate 
for the substitution effects of these 
levers. All paper grades will see de-
mand rise, with the strongest growth 
belonging to coated woodfree paper, 
which will have a CAGR of 2.5 per-
cent through the decade, and to un-
coated woodfree paper and news-
print, each with a CAGR of 2.4 
percent.    

Exhibit 5 summarizes the develop-
ment of global demand by region 
and paper grade from 2010 through 
2020. The following are key take-
aways:

Aggregate global demand will be ◊ 
essentially flat for the decade.

The mature markets of Europe ◊ 
and North America, which make 
up the bulk of current global de-
mand, will see demand fall as sub-
stitution effects overwhelm GDP-
driven growth.

Developing economies, led by Chi-◊ 
na and India, represent the indus-
try’s most significant growth op-
portunities.

Newsprint and uncoated wood-◊ 
free paper will be the grades most 
affected by substitution levers. 

For a deeper understanding of our 
forecast and its implications, com-
pare it with historical growth rates by 
grade and country. (See Exhibit 6.)

Developing

economies represent

the most

significant growth 

opportunities.
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Although it is not surprising that—
reflecting the impact of substitution 
factors—demand growth will slow 
down in most mature economies, the 
strong demand growth of other coun-
tries, which sometimes exceeds their 
GDP growth, is surprising. 

On the basis of a country-by-country 
analysis of this phenomenon, we 
have developed a life stage model of 
graphic-paper consumption. (See Ex-
hibit 7.) Understanding when a cer-
tain country will move from Stage 2 
to Stage 3 will be critical for paper 
companies and their growth pros-
pects.

Implications for Industry 
Participants and Other 
Stakeholders

This demand picture adds yet anoth-
er formidable challenge to the list 
confronting graphic-paper producers, 
who in recent years have had to con-
tend with overcapacity, rising energy 
and fiber costs, downward pressure 
on prices, and overall very low value 
creation for shareholders. Yet the in-
dustry’s outlook is not all doom and 
gloom. Indeed, there are attractive 
opportunities for both growth and 
profit improvement for companies 
that can execute the right moves.  

Companies that hope to succeed in 
this environment will need to opti-
mize several aspects of their busi-
ness simultaneously. They should be-
gin by asking themselves several 
questions:  

Do we understand the drivers of 
demand in core mature markets? 
Have we crafted specific responses? 
The mature markets of Europe and 
North America will see falling de-
mand in the aggregate, but there will 
be pockets of strength that could be 
very lucrative. Paper companies 
whose business is concentrated in 
mature markets need to fully under-

Coated woodfree
CAGR 2010–2020 –0.5% –1.5% 2.5% 2.8% 4.2% 5.3% 1.3%

Europe
NAFTA

countries1 Asia
South

America
Middle

East Africa World

Coated mechanical

CAGR 2010–2020 –0.2% –1.2% 2.1% 3.6% 4.3% 5.5% 0.5%

Uncoated mechanical

CAGR 2010–2020 –0.9% –2.1% 0.9% 3.1% 3.6% 5.4% –0.7%

Newsprint

CAGR 2010–2020 –2.1% –4.5% 2.4% 2.1% 0.7% 4.7% 0.1%

Total

CAGR 2010–2020 –1.0% –2.6% 2.4% 2.1% 2.9% 4.6% 0.6%

Uncoated woodfree

CAGR 2010–2020 –0.9% –3.0% 2.4% 1.3% 2.8% 4.2% 0.9%

CAGR: –1% to 1%< –1% > 1%

The size of each bubble indicates its relative size in the market in 2010.

Estimated growth rates for different paper grades by region

Sources: RISI; BCG analysis. 
Note: Base year 2010 (estimated).
1NAFTA (North American Free Trade Agreement) countries are Canada, Mexico, and the United States.

Exhibit 5. Demand Will Fall in Developed Markets but Rise in Emerging Ones  
over the Next Decade
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stand how the various substitution 
levers will affect their specific mar-
kets and grades. And they need to 
craft appropriate responses. These 
should include revisiting pricing ap-
proaches to delay substitution, 
adapting product strategies to re-
spond to specific segments’ different 
substitution risks, and considering 
different business models, such as 
consolidator, cost leader, or niche 
finder. 

Have we developed a plan for cap-
turing growth in emerging mar-
kets? China and India obviously of-
fer the biggest opportunities and 
merit special attention. But other 
emerging markets, such as those in 

South America and Africa, also rep-
resent potentially attractive sources 
of growth and should be considered. 
Paper companies will need to think 
through how they can participate in 
the growth these markets afford 
without suffering unduly from over-
capacity, high energy and fiber costs, 
or downward pressure on prices. The 
key will be to choose the optimal 
business model to cope with issues 
such as uncertain sources of raw ma-
terials and lack of infrastructure in 
some areas.

Do we understand our existing 
value-creation opportunities? Be-
fore emphasizing growth, paper com-
panies should fully understand their 

particular levers for value creation. Is 
the challenge primarily a lack of 
growth—or is it insufficient profit-
ability? For many companies, the 
first priority will be to ensure the sat-
isfactory profitability of current as-
sets. In many cases, this will mean 
operating in radically different ways, 
such as significantly reducing com-
plexity in the operation of assets or 
fundamentally reshaping go-to-mar-
ket approaches. 

Are we working with our custom-
ers or against them? Historically, 
companies in the paper sector have 
focused more on physical assets and 
their output than on understanding 
their customers. Although this has 

Coated woodfree

Europe
NAFTA

countries Asia
South

America Middle East Africa

Coated mechanical

Uncoated mechanical

Newsprint

GDP

Uncoated woodfree

4.5% 4.2%3.5% 3.6%3.6% 4.1%3.0% 2.6% 3.9% 4.7%2.2% 1.9%

–1% to 1%< –1% > 1%

1992–
2008

2010–
2020

1992–
2008

2010–
2020

1992–
2008

2010–
2020

1992–
2008

2010–
2020

1992–
2008

2010–
2020

1992–
2008

2010–
2020

1.5% –2.1% –2.8% –4.5% 3.6% 2.4% 1.9% 2.1% 5.0% 0.7% 3.5% 4.7%

1.5% –0.9% –1.3% –2.1% –1.7%a 0.9% 1.9% 3.1% 5.4% 3.6% 2.8% 5.4%

2.9% –0.2% 0.8% –1.2% 5.3% 2.1% 11.0% 3.6% 12.6% 4.3% 7.5% 5.5%

1.2% –0.9% –0.6% –3.0% 4.8% 2.4% 3.7% 1.3% 7.2% 2.8% 3.1% 4.2%

3.3% –0.5% –2.8% –1.5% 6.4% 2.5% 9.9% 2.8% 10.9% 4.2% 8.6% 5.3%

Sources: RISI; Economist Intelligence Unit; BCG analysis.
Note: Historical (1992 through 2008) and forecast (2010 through 2020) figures are CAGRs. 
aVolumes are extremely small. 

Exhibit 6. A Comparison of Historical and Forecast Growth Rates Confirms the Challenges 
Facing the Industry
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changed in the last decade, we be-
lieve that there are still opportunities 
for industry players to improve their 
market segmentation and customer 
understanding and to better differen-
tiate their approaches. 

Graphic-paper producers should be 
aware that they are in the same boat 
as their customers and that both 
groups are threatened by electronic 
substitutes. Rapid price increases, 
however desirable they might seem 
from producers’ perspective, risk ac-
celerating the trend. Producers 
would do better to seek ways to work 
with customers to eliminate some 
costs from the shared value chain. 

Are we continuing to communi-
cate actively and effectively with 
our shareholders? Taking the steps 
necessary to succeed in this environ-

ment—whether by investing to cap-
ture growth in developing markets or 
restructuring to adjust to the new re-
alities of mature ones—requires vi-
sion and a long-term perspective, 
which are not entirely consistent with 
many investors’ emphasis on quarter-
ly earnings. Paper companies must 
understand their investors’ priorities; 
they must also define and clearly ar-
ticulate their strategies so that share-
holders are fully informed and on 
board. In recent years, paper compa-
nies have been doing a better job of 
this. They must continue to do so. 

The landscape for the graphic-
paper industry over the next 
decade will be challenging, 

but there will be good opportunities 
for individual companies. Companies 

should strive to understand the risks 
facing their respective core markets 
and simultaneously explore un-
tapped opportunities for growth and 
greater profitability in those markets. 
They should also actively consider 
investing to leverage the potential 
growth opportunities afforded by 
emerging markets. 

Bemoaning the industry’s challenges 
and sitting idly by is, in any case, a 
recipe for failure. Companies need to 
actively seize the reins and take con-
trol of their destinies. And it is time 
to start that process.   

TimeYear-over-
year growth 0

+

–

Paper demand growth
is greater than

GDP growth

GDP

Graphic-paper
consumption

Stage 1 Stage 2 Stage 3

Africa
Emerging Asia 

(including China and India)
South Africa
Middle East

North America
Europe

Developed Asia 
(including Japan)

Paper demand growth
is less than GDP growth
◊ Substitution factors are 
   starting to hit
◊ Overall, there are 
   positive GDP-growth effects
  

Paper demand is declining,
while GDP is still growing
◊ Substitution effects outgrow
   GDP-induced growth
  

Source: BCG analysis.

Exhibit 7. Regional Paper Markets Are in Different Stages of Maturity
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