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NEW MARKET DYNAMICS IN THERMOFORMED PACKAGING
The period 2001-2004 has been a tumultuous time for North American plastics processors, depending on the markets they serve. The irrational exuberance of the second half of the 1990s has left a legacy of over-capacity in many industries. China has emerged as a formidable competitor in the global market for manufactured goods. The events of 9/11/01 adversely impacted consumer and producer confidence, and economic conditions in all three regional economies deteriorated. Only in 2004 did these economies regain some semblance of supply/demand balance.

Intuitively one would think that the packaging thermoformers would have sailed safely through these turbulent waters since the majority of their output is directed to relatively recession-resistant markets such as food processing, food-service, healthcare/medical/pharmaceutical, and consumer products. Yet the packaging thermoformers also serve a wide range of durable good manufacturing industries that have felt the brunt of recent domestic and global market disruptions. As a result the growth of the overall regional thermoformed packaging business slowed down perceptibly in 2002, and not all lost sales were recovered in 2003 and 2004. In fact, most of the growth in the value of thermoformed packaging in 2004 was related more to an unprecedented series of resin price increases than underlying volume growth. Some packaging thermoformers were able to pass along a portion of this raw material cost increase whereas others were not. And since raw material figures so prominently in the total cost calculus of thermoformed packaging the result was an industry-wide profit compression. 

In 2002 PCRS conducted its initial survey of the packaging thermoformers and the companies on their material/machinery/tooling supply chain. Over the period December 2004-February 2005 we revisited this marketplace. Our primary objective was to determine the pattern of growth and technological change in this business over the recent past, as well as the strategies being pursued to fuel future growth and productivity improvements. We determined that at this stage a whole new set of market dynamics and market imperatives exists. The response by several of the larger players has been to seek additional economies of scale through corporate consolidation, and consequently the degree of industry concentration has increased. The response by several of the mid-sized players has been to pursue increased vertical integration, bringing either sheet extrusion or tool-building in-house or adding contract packaging to their repertoire. Meanwhile the response by virtually all players has been to accelerate their cycle times and improve their overall plant efficiency, retiring some older machines and installing new ones, including larger machines able to accommodate larger-cavitation tooling. 

The packaging thermoformers are responding to new conditions applying in their customer base. Long-term economic and demographic changes have created an increased demand for take-out packages in restaurants and portion packaging in delis and grocery stores. The mass-merchandisers have assumed a more active role in package specifications, and they prefer clear, see-through, tamper-evident packaging. They are also pursuing cost economies throughout their distribution channels, and radio frequency identification (RFID) will play a role in this process in the future. And as for the ultimate end-use consumers, they are finally beginning to accept the merits of biodegradable packaging.    
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