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Overview 
 

Kite have put together this briefing, which includes a range of news cuttings, graphs and 
supplier letters to try and help you and your business understand how the packaging 
industry is being impacted by macro-economic events. 
 
2020 saw a number of significant pressures on the UK’s economy including both COVID-19 
and Brexit.  The last-minute Brexit negotiations have also left companies in the UK trying to 
figure out how the latest rules and regulations will impact the importation and exporting of 
goods. 
 
COVID-19 has dramatically accelerated the way in which the UK public purchase goods, from 
an in-shop experience to an online transaction.  High street sales have slumped, further 
undermined by Lockdown 3.0, forcing many retailers to sell their goods online to survive. 
 
The consequence of this is a huge demand increase for packaging in order to fulfil these 
online orders.  The likes of Amazon hoover up significant availability to meet their colossal 
sales, but also many traditional smaller businesses have now moved online as well. 
 
This demand increase has been compounded by: 

- lost production due to staff isolating and extra cleaning requirements; 
- a global imbalance in the supply of shipping containers; 
- delays at the main ports of entry; and 
- a global shortage of starch, a highly important manufacturing component in the 

manufacture of cardboard boxes. 
 
All of which have resulted in much longer lead times and shortages in packaging supply. 
 
With demand continuing to outstrip supply it is natural that all these issues, combined with 
wider global influences, have forced rising prices across all packaging materials. 
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Online growth has driven demand for packaging 
 

Online retail has grown way beyond its already rapid growth over the past few years 
exacerbated by COVID-19, which has kept people at home and diverted expenditure from 
holidays and going out, to online goods. 
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Brexit uncertainty 
 
Brexit has created huge uncertainty for business throughout 2020 and with the UK 
government having completed a last-minute deal, this has left businesses with a very steep 
learning curve in January in order to manage supply chains.  In the build up to Brexit 
companies have understandably built-up buffer stocks of product to manage unforeseen 
situations, putting further stress on production capacities. 

 

 
 
 
Shipping container issues 
 
The global issue with shipping container displacement was initially caused when shipping 
schedules were disrupted during the early stages of the pandemic. As a consequence, 
average container turnaround times have ballooned to 100 days from 60 days. 
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This has resulted in shipping container shortages leading to unprecedented market-wide 
increases in container prices driven by the shipping lines, which will affect the price of all 
imported products from outside Europe, particularly the Far East.  For example the cost of 
containers from China/East Asia to Northern Europe is 4.3 times that for the return route 
with all-in costs typically circa $13,000 per 40ft container. Despite this being a moment-in-
time issue, aggravated by Brexit and the Chinese New Year, it is unclear how long this 
situation will last, but the issue is market wide. 
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Far East demand for European paper 
 
The Chinese government are about to ban the import of paper waste used to manufacture paper for 
corrugated within China, so the Chinese market is switching to buying European paper, thus 
restricting the availability of recycled paper in Europe.  This coupled with unprecedented internal 
demand for corrugated within China has resulted in depleted supplies being available to the UK as 
paper for corrugated production is siphoned-off to the Far East. 
 
 

 
 
 

 
Extended Lead times for Packaging 
 
Sheet feeders (who supply sheet plants) are reporting that lead times have extended from the usual 
2-3 weeks out as far as 6-10 weeks in some cases. 

 
Integrated manufacturers are experiencing increased demand and with their capacity being reached 
lead times are also extending. 

 
Distributors are seeing huge demand, but replenishment is taking longer. 

 
Increased paper mill and manufacturing capacity will take some time to become available, causing 
supply for paper to be restricted and leading to reduced allocations to those businesses who need it. 
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Timber prices at a decade high 
 
Timber prices have risen sharply in 2020 on the back of the home improvement boom, which has 
impacted the packaging industry, specifically the cost of pallets and crates used to transport goods. 
 
 

 
 
 
 
Increased cost of finished packaging 
 
It is not one single element that is currently affecting the price of finished packaging, rather it is the 
culmination of a range of pressures affecting the whole industry within the UK, which is strongly 
influenced by global factors. 
 

• 30.6% growth in online sales in 2020 compared to 2019 resulted in huge additional packaging 
demand 

• Brexit uncertainty led to increased demand for packaging due to buffer stockpiling 

• Impact of COVID-19 on supply chain production capacity 

• Shortage of shipping containers driving up transport prices and lead times for imports 

• Companies transitioning from Plastic packaging to Paper packaging alternatives 

• Far East demand for Paper used in corrugated depleting availability in Europe 

• Shortages resulting in extended lead times across the whole packaging sector 

• Cost of timber and starch has increased used for pallets and in corrugated manufacturing 
 
 
As a result, price increases will be seen across all packaging materials, until the pressures on the 
sector recede and a more normalised status quo resumes. 
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Industry letters 
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