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Julius Glatz celebrates 130 years of quality cigarette papers
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HAPPY
BIRTHDAY

Julius Glatz celebrates 130 years of supplying the tobacco industry with
quality cigarette papers.

A

s Julius Glatz prepares to celebrate 130 years in business,
the German cigarette-paper manufacturer can reflect on
a colorful past and look forward to a future that presents
both challenges and opportunities. Relentless focus on the
core business, together with an unwavering commitment to
quality, has helped the family-owned firm weather the tobacco
industry’s many ups and downs. Those principles should
serve Glatz well in the future, too, as it moves forward in an
exceedingly tough business environment.
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in the 1920s, and in the 1990s, it entered the world’s largest
cigarette-paper market, China, establishing a joint venture
called Yunnan Hongta Blue Eagle.
In 2010, the company set up a specialized factory in
Neustadt, Germany, and from 2007 until 2014 it operated
a facility in Vietnam, producing standard cigarette papers
and basic plug wrap papers for customers throughout
Asia. Currently, Glatz and its daughter companies employ
approximately 400 people. With annual revenues of about
€100 million ($116 million), the company focuses primarily
on multinational customers and factory-made cigarettes.



While obviously proud of its long history, Glatz will not
be indulging in grandiose festivities, having opted for a
low-key commemoration instead. The company plans to
mark the anniversary during its biennial cigarette-paper
seminar, which is scheduled for early summer.
The gathering presents an opportunity for the firm to
remind customers of the many milestones in its history. Glatz
was founded in 1885 in the Neidenfels Valley, which was
already famous for its papermaking industry at that time.
Paper manufacturers from around Germany settled in the
valley to take advantage of its abundant water—an essential
ingredient for papermaking—which remains an important
factor in the quality of Glatz’s end products.
In 1912, Glatz acquired a paper factory in the nearby
village of Franckeneck. The Neidenfels and Franckeneck
locations are still active today, operating four paper machines
between them. Glatz started serving the tobacco industry
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Julius Glatz has made a strategic decision to concentrate its production, innovation and development activities in Germany.

Secrets to success

Since its inception, Glatz has remained in private hands and
continues to be managed by directors with a stake in the
business. Glatz CEO Roman Reischl attributes his company’s
longevity in part to this unique ownership/management
structure. “Glatz is the only global paper manufacturer in the
cigarette industry that is still privately owned and managed
by the owners,” he says. Among other advantages, it allows
for quick decisionmaking, flexibility and the option to pursue
unconventional strategies that listed firms may be reluctant to
explore. According to Reischl, it also permits Glatz to invest
in the interest of its customers and create win-win situations
with its partners—even if the return on such investments does
not materialize immediately.
Staff loyalty and a low turnover of personnel are important,
too, he says. They have allowed the company to establish
intimate and enduring relationships with its customers,
which represents a considerable benefit in a rapidly changing
industry. Trust, of course, is key in the competitive tobacco
business, and Glatz takes confidentiality seriously.
Another factor in the company’s success has been its narrow
focus. “We foster our papermaking specialization,” says Reischl.
Unlike some other tobacco-industry suppliers, Glatz steers clear
of printing and packaging applications, dedicating all of its
resources to only one type of product: papers for the cigarette
industry. The company’s portfolio currently comprises tipping
base papers, low ignition-propensity (LIP) papers, non-LIP
papers and plug wrap papers. Glatz is especially proud of its
tipping base paper, which allows printers and converters to
develop new and technologically demanding designs.
Despite the stagnation of tobacco sales in many markets,
Reischl expects cigarette papers to remain in demand in the
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future. The markets for high-quality tipping base papers and
LIP papers, in particular, looks promising, he says—especially
because Glatz holds its own LIP patents and is thus not
dependent on a third party for this technology. Reischl also
expects the tobacco industry to become more interested in the
paper yarns produced by Glatz’s GarnTec subsidiary, which
are suitable for use in certain filter constructions.

Change

Needless to say, much has changed in the tobacco industry
since Glatz started selling cigarette papers in the 1920s.
Cigarette paper suppliers have had to adapt continuously to
new circumstances in order to remain competitive. Reischl
believes the most significant developments have been in the
areas of regulation and product variety.
Cigarette papers sold today have to comply with exacting
standards set not only by customers but also by governments.
LIP standards, developed to reduce the likelihood of smokers
unintentionally starting fires, are only the latest example.
Despite its broad portfolio, comprising hundreds of different
paper grades, Glatz is confident it will be able to comply with
the ever-evolving requirements.
Of all the tobacco-control measures under discussion,
generic packaging is probably the most disturbing to the
cigarette-paper business. The concept debuted in Australia
in December 2012 and is currently being discussed in other
countries, such as the United Kingdom. According to Reischl,
plain packaging not only robs tobacco companies of their
valuable intellectual property, it also opens the door to illicit
products with questionable ingredients. In a plain-packaging
environment, he says, it will be difficult to tell legitimate
products apart from illicit ones, and customers are likely to
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be confronted with issues such as non-hygienic papers and
perhaps even seriously toxic tobacco products.
In its 130 years, Glatz has also witnessed—and responded
to—frequently changing customer demands. For example,
high-porous plug wrap paper was considered to be state of the
art a couple of years ago. Today, low-porosity is back in vogue
because it can now simply be perforated online on the cigarette
making machine. Thanks to its ongoing investments, Glatz is
able to provide both types of papers.
By constantly exploring new technologies and upgrading
its production facilities, the company has managed to stay
ahead of the curve. “The technology of the papermaking
process evolves constantly, and we invest millions every year
into our production sites,” says Reischl. Cigarette- and filtermaking machinery run much faster today than they did in
the past, which means the paper has to be more resilient and
stable to achieve the same level of performance.
Because cigarette-paper machines are extremely specialized,
innovations are typically developed internally, sometimes in
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cooperation with the big paper-machine manufacturers. As a
result, it is not really possible to buy a cigarette-paper machine
“off the shelf,” says Reischl. “If you don’t have the knowledge
and the experience, it will produce only mediocre paper.”
Meanwhile, the company has made a strategic decision
to concentrate its production, innovation and development
activities in Germany. As part of that drive, Glatz recently
sold its Vietnamese operations to Delfortgroup of Austria.
“As the competition in Asia is increasingly fierce, with very
low prices for standard cigarette papers, we did not see any
kind of return on investment for a long time there,” says
Reischl. The company will continue supplying its customers
in Asia from Germany.
Despite the difficult business environment, Glatz looks to
the future with confidence. “We know that we don’t operate
in a high-growth market, but the demand for our products
will exist for many years to come,” says Reischl. While the
major tobacco companies are facing unprecedented challenges,
Reischl doesn’t see any of them going out business in the
foreseeable future. And without impatient shareholders
pushing for regular returns,
Glatz doesn’t face pressure to
show “growth in everything,”
like some of its competitors do.
Nonetheless, Glatz is well
aware that, even after 130 years
in business, it cannot afford to
rest on its laurels. “We need
to constantly adapt the technology and be more productive with existing resources,”
says Reischl. This challenge, of
course, is nothing new. “We
have faced a lot of changes
since the company started with
the cigarette business, so we
are confident in our capabilities and indeed see ourselves
well-prepared for this future,”
says Reischl.
Glatz intends to continue
focusing on high-quality cigarette papers, especially tipping
base papers and LIP cigarette
papers. “We might be affected
by an overall decrease in the
market and might lose some
overall revenue,” acknowledges
Reischl, “but we will continue
to invest in flexibility and internal performance and therefore
certainly secure and strengthen
our place in the cigarette supply
chain, which we will continue
to serve as we have in the long
history of our company.” TR
1/29/2015 8:59:24 AM

tobaccoreporter

n

february2015

