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W hen compared internationally, China ranks as the 
world’s third largest packaging market and the gov-

ernment’s attention to the sector is high due to the more 
than three million people it employs. With a total of almost 
12,000 packaging manufacturers the industry remains huge-
ly fragmented and a high number of small-and-medium-
sized companies exist. 70 per cent of all packaging manu-
facturers are located in the three main economic regions and 
more than 30 per cent have a presence in the Yangtze River 
Delta. Zhejiang Province, with more than 15 per cent of all 
players, and Jiangsu Province, which is home to one in every 
ten packaging companies, are the regions with the highest 
density of manufacturers.

A look at China’s top ten packaging players reveals that only 
a few are of international weight in revenue terms. Notably, 
Nine Dragons Paper (Holdings) Limited which was listed 
on the Hong Kong Stock Exchange in March 2006, achieved 
revenues of RMB 14.1 billion in 2008; 42 per cent up from 
the previous year. It runs four major production sites across 
China and recently spread its manufacturing interests into 
Vietnam. Famous for its aggressive expansion through 
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green-field plants as well as selective 
acquisitions, Nine Dragons’ focus lies 
on containerboard products, a field 
largely avoided by foreign players due 
to its low margins. Ball, Alcan, and 
Tetra Pak – to name a few of the non-
Chinese packaging manufacturers with 
activities in China – have all focused 
on higher-valued and technologically 
more advanced products. 

Most recent announcements prove Tetra 
Pak’s further market inroads into asep-
tic carton packaging. On 9 July 2009, 
the Sweden-based packaging giant 
opened a new converting plant valued 
EUR 60 million (EUR 1 = approx. USD 
1.41) in Hohhot, the capital city of the 
Inner Mongolian Autonomous Region, 
home to two key clients, dairy compa-
nies Yili and Mengniu. But the invest-
ment comes in handy for a number 
of others since it increases Tetra Pak’
s total output in China to cumulatively 
around 50 billion packs per year. This 
development also demonstrates that an 
industry which was special for its high 
degree of vertical integration is gradu-
ally disintegrating. Previously, many 
packaging users had their own packag-
ing enterprises to manufacture their 
own packaging products. This practice 
was derived in response to a lack of 
availability of quality packaging materi-
als. The further market penetration of 
technically advanced companies will 
enhance this trend over time, a positive 
move in the eyes of Beijing.

Growth Spurred by Reforms
With continuous waves of industry 
reforms ever since the 2003 Clean 
Production Law and its later issued 
circulars, China’s government has ad-
dressed the packaging sector with a 
more environmentally conscious and 
sustainable development of output 
in focus. Very recently consumers’ 
health has become a greater worry for 
policymakers, resulting in the Food 
Safety Law, issued in February 2009, 
which addresses nutrition packaging 
legislation. The long awaited Circular 
Economy law – finally introduced in 
February 2009 – in which China has 
used the experiences of Germany’s and 
Japan’s recycling laws, gives additional 
incentives to trigger change within the 
packaging sector. While incorporating 

Source: National Bureau of Statistics, China Markets Yearbook 2007

Geographical Concentration of Packaging Manufacturers (2006)

Total: ~12,000

Pearl River Delta
2,520 (21%)

Bohai Bay Area
1,800 (15%)

Yangtze River Delta
4,560 (38%)

Reduced Retail Plastic Bag Consumption Drives Down Use of Crude Oil

*Estimate based on historical data
Source: Fiducia Management Consultants

50 billion

60 billion

20 billion

2 million

2.4 million

0.8 million

2006

2007

2008/
2009*

Tonnes of oilPlastic bags used  

Operating Profit of Major Packaging Companies

15%

10%

5%

0%

-5%

-10%

Q1 ‘08 Q2 ‘08 Q3 ‘08 Q4 ‘08 Q1 ‘09

Hexing Packaging                  Zijiang Enterprise                 Dadongnan Packaging               Zhongfu Group

Source: www.cninfo.com.cn, Fiducia Analysis

沪S(2008)204号

Packed to the Brim | Overview



BusinessForum China   5|0920

the often cited “3-R” principle of reduce, reuse, and recycle, 
the law has an emphasis on reducing excess packaging and 
thus ensuring a more economic production. 

Furthermore, the law requires the government to closely 
monitor energy consumption and pollution emissions in the 
printing and packaging industry, among a variety of others. 
It contains the detailed “Catalogue of Products and Packages 
Subject to Compulsory Recycling”, which holds producers 
of products listed in the catalogue responsible for recycling 
discarded products or packaging. While China boasts many 
practical and well-considered regulations, its legal system 
still struggles with implementation, and the willingness of 
local authorities to prioritise growth at any price often hin-
ders faster change.

One clearly visible measurement to reduce packaging, how-
ever, has been strictly enforced by China’s State Adminis-
tration of Industry and Commerce (SAIC): The ban of free 
distribution of plastic bags. With fines of up to RMB 10,000 
imposed during special inspections on retail outlets to en-
sure compliance, the new national regulation which is sup-
posed to save energy and protect the environment has been 
widely respected. Moving more than one year quicker than 
Hong Kong, which often acts as role model in environmen-
tal questions, China introduced a levy of RMB 0.3 on plastic 
bags on 1 June 2008. The country’s ban on the production, 
sale, and use of plastic shopping bags thinner than 0.025mm, 
which is supposed to drive down usage by up to 50 per cent, 
serves another purpose: Reducing the estimated daily con-
sumption of 1,300 tonnes of crude oil needed to make plastic 
bags, as well as the country’s overall oil dependence (see 
second figure on previous page).

The acceptance among users is widespread and nearly 80 
per cent of people support the ban on free plastic bags, ac-
cording to a recent survey by Beijing-based non-governmen-
tal organisation Global Village. While the effects are shaping 
the mindset of people, the influence this measure has had on 
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the overall development of the packaging industry, which is 
expected to be valued more than RMB 600 billion by 2015, is 
marginal at most.

The Downturn
With more than 20 per cent yearly growth before 2008, the 
industry was considered a safe investment. But as the global 
downturn resulted in heavily reduced demand, exports of 
finished goods from China dropped substantially. In turn 
this led to lower sales of packaging producers, and exacer-
bated the chronic issue of oversupply in the market, with 
packaging material suppliers and export-oriented customers 
most affected. This resulted in a price war and a significant 
30 per cent drop in prices between July and December 2008. 
It also further squeezed already low profitability – for ex-
ample, a typical corrugated packaging player’s gross profit 
margin dropped to less than five per cent. 

Competition in this field remains fierce as China boasts 
more than 4,000 corrugation production lines, more than 
the total number of American, Japanese, and European pro-
duction lines. As a result, major packaging companies have 
gone through a tough period of slashed profits in the fourth 
quarter of 2008. An analysis of annual reports of major play-
ers in the packaging industry showed that only one of them, 
Hexing Packaging, managed to keep profits on a continuous 
level, due to a diversified product range (compare third fig-
ure on previous page). 

In the meantime, the packaging industry has begun its re-
covery. The most important driver of this is the huge stimu-
lus package introduced by the central government at the 
beginning of 2009. As of June this year, a total of RMB 600 
billion was injected into the economy from China’s central 
government within Beijing’s RMB 4 trillion stimulus pack-
age plan. This has already resulted in annual GDP growth 
exceeding 7 per cent for the first half of 2009, and has led to 
a partial recovery of several industries such as automobile 
and construction.
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adopted to minimise operating costs. Packaging manufac-
turers also more actively sold their existing inventories into 
the domestic market. Foreign invested enterprises (FIE) in 
the sector changed their focus and followed roughly similar 
steps in increasing domestic sales. However some profited 
less from the stimulus package and sought to divest unprof-
itable business units, which proved very difficult in the cur-
rent investment climate. 

Those players positioned in the higher-value, sophisticated, 
and niche product area suffered less but still had to deal 
with the same overall reduced demand and price pressures 
as customers became more price-sensitive and requested 
shorter delivery time and longer payment terms. The chal-
lenging economic and financing environment ever since the 
second half of 2008 has brought the merger and acquisition 
activity to a drastic halt. It remains to be seen whether the 
market consolidation which has been predicted for a long 
time takes place once more concrete signs of recovery are on 
the horizon. n
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Within the government’s support programme, a number of 
subsidy programmes were released to selected industries, 
which all had positive trickle down effects for the packaging 
sector. For instance, the government boosted the electronics 
industry via financial aid within the technological restructur-
ing plan, and supported the medical industry within the in-
creases in social welfare under the stimulus. Additionally, the 
government increased consumer confidence and spending by 
incentivising Chinese citizens through tax cuts and coupon 
systems. The purpose is to increase spending on food and 
beverage as well as to buy more appliances within the “Home 
Appliance Goes to the Country” programme. Finally, from an 
input perspective, the prices of global raw materials dropped, 
further aiding packaging producers to safeguard their mar-
gins, and resulting in greater demand of packaging. 

Countermeasures: Short-Term Tactic or Long-Term Strategy?
To counter the early drop in demand, domestic producers 
reduced output and prevented inventory build-up. Further-
more, internal controls and restructuring measures were 
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