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OVERVIEW OF ISTC'S SECTORAL
U.S. AND FTA-RELATED TRADE DEVELOPMENT

STRATEGIES AND PRIORITIES

The information contained in this document 1is drawn
from the sectoral 'submissions to the International
Plan, augmented by a series of detailed interviews
undertaken by Trade Policy representatives with indivi-
dual Industry and Technology sector branch Directors.

‘'The write-up for each sector attempts to provide a

brief sectoral context, focuses on the strategic
approach being pursued in each sector and identifies a

few examples of the type of activities being under-

taken.

In addition, each Director interviewed was asked to
comment on the applicability of sub-sectoral market
studies and suggestions for other sub-sectoral work
which might be undertaken if additional U.S. and
FTA-related resources were to be made available.
Responses to these queries are included in  this
document under tabs G and H.
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' RESOURCE PROCESSING INDUSTRIES

PULP AND PAPER

‘The sector is heavily export oriented and the large

companles which characterize this sector undertake U.S. marketing -

activities without any direct marketlng support from government.
There is a significant U.S. participation in the sector and
Canadian ownership has declined slightly in the last two years
due mainly to the purchase of Consolidated-Bathurst Inc. by Stone
Container Corporation, an American company. In the newsprint

" industry, a number of mills are supplier/subsidiaries of U.S.
newspaper publishers although one such mill was recently sold to
a Canadian newsprint manufacturer. Overall, the industry is the
largest foreign -supplier of -pulp and paper to-the U.S. The major
trade objective is to regain lost market share as well as to
shift production towards higher value-added paper grades.

Investment in new equipment reached record levels in
1989 and while declining in 1990, will still be above historical
levels. -While investment in environmental pollution control.
equipment has increased, investment over the next 3 to 5 years
will be largely environment-driven. This sector is expected to
utilize about 30 percent of investment input during this period.

ISTC trade strategies centre on the provision of better
. market intelligence and export market support for companies
-affected by the FTA (e.g. — producers of fine paper and '
packaging grades).

The grow1ng preoccupatlon in the U.S. and Canada with
the need to utilize more recycled material in paper manufacturing
is causing industry-wide concern as this. places many Canadlan
firms at a severe locational disadvantage vis-a-vis U.S.
producers. A major, but non—conventlonal, trade support
activity is to encourage companies to invest in recycling and
- deinking plants. Government subsidies are not contemplated to
promote this development°

An analysis of U.S. subsidy activities is underway to
assist in future subsidy negotiations with the U.S. Export
"support in the fine paper grades will be undertaken in U.S.
border states, with assistance from posts in these territories.

CONVERTED WOOD'AND PAPER PRODUCTS

This sector is composed mostly of small-to-medium sized .
companies whose sales activities have historically been directed
at the domestic market. The FTA provides an opportunity for
increased penetration in the U.S. for producers with competitive
products or technology. At the same time, however, the sector
faces increased pressure from the much large U.S. industry and
_there is a need for structural adjustment and a greater emphas1s

on market development and technical innovation. :

‘A key marketing objectlve, in view of the structure and
location of the Canadian industry, is to secure closer
cooperation with provinces and industry associations. The
Cooperatlve Industry and Market Development Programs (CIMDP) is
a major element in this approacho

Sectors that will receive close attention include a

" number that have already made inroads into the U.S., notably
kitchen cabinets, doors, remanufactured wood products,
manufactured housing and log homes, and wallpaper. Planned
activities include the development of new packaging materials as
well as participation in trade shows in Boston and Atlanta.
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WOOD PRODUCTS

The sector is a major exporter and the U.S. is the
principal market. Canada has about 30% of the U.S. softwood
lumber trade, a position which has aroused considerable
protectionist sentiment among U.S. producers. The lumber trade
suffered a considerable setback resultlng from the 15% charge on
exports to the U.S. and, alternatlvely in some prov1nces, by
increased stumpage charges. ‘There is also growing concern in
Canada at the 1ndustry s dependence on the cycllcal U.S. housing
market.

To reduce this dependence, a strategy is being pursued
which would increase offshore marketing efforts and pursue the
development of greater.value .added. products, espec1a11y in the
panels sector.

A key initiative is the development of the Cooperative
Overseas Market Development Project for the wood products
industry in Ontario, Quebec, Nova Scotia, New Brunswick,
Newfoundland and P.E.I. through a joint agreement with provinces
and industry associations. Requests'for a similar project in
Alberta and to renew the existing effort in B.C. have been
received and are being addressed

Conventlonal trade support activity is being
de~emphasized in favour of work on standards and specifications

. Problems, support to producer associations, and technical support

to exporting firms. The softwood plywood standards issue under
the FTA is a key market access issue.  The question of
subsidies to U.S. wood products producers from state and local
governments is of ongoing interest. A number of ISTC regional
offices have plans for targeted promotional activities in the
U.S. . :

IRON AND STEEL

The U.S. is the prlmary export market for the Canadian
steel industry and trade development activity is confined to that

country. High Shlpplng costs for steel products and NTBs by

potential importers preclude any sustained offshore marketing
activity. About one-quarter of industry output is directed to
the U.S. Companies in the industry are mostly large and do not
seek government assistance for trade development activities.

_ The major ISTC trade development objectives are to
forestall or minimize U.S. protectionist measures. The U.S.
has voluntary export restraint arrangements with many country
suppliers, which does not include Canada, and a major objective
is to maintain this status quo. Quarterly meetings on trade
questions are held with U.S. government officials. A monitoring
operation is carried out on Canadian steel exports to the U.S.
Post priorities are concentrated in border states covered by

Boston, Buffalo, Chicago, Cleveland, Detroit, Minneapolis and
NYC.




FABRICATED METAL AND CONSTRUCTION PRODUCTS

Metal fabricators produce mainly intermediate’ products,
most of which are only marketed domestically. Most producers are
SMEs and with the decline in trade barriers as the FTA is
implemented, companies will need to scale up production-volumes
and manufacturing technology in order to remain competitive both
in Canada and the U.S. The same situation prevalls for
manufactured constructlon products.

Producers of construction commodity materials are in a

"stronger position - notably in the cement, flat glass and clay

brick sectors - and are shipping significant production volumes
to the U.S.

The trade development strategy for the fabricated metali

.sector will focus on introducing the stronger, export-ready

Canadian companies to U.S. trade opportunltles, and to encourage
those who have already established themselves in U.S. border

states with niche products, to broaden and deepen thelr market
penetration.

Producers of construction materials will need
assistance with market research and trade show attendance. In.
addition, providing support to enable materials to meet local
building codes will be particularly important, and assistance
from NRC through its Canadian Construction Materials Centre, w111
be required for materials evaluation purposes. - Examples of
planned activities include:

° advise EAITC on export ready companies for
1nclu51on on missions;

attendance at key trade shows, for industry
representation purposes;

strategic planning seminars for glass products and
pre-stressed concrete products industries; and,

° trade shows, NEBS, NEXUS, PEMD.

METALS AND MINERALS PROCESSING

The sector is dominated by large MNEs and production is
very much export dependent. Although the industry markets its
products world-wide, the United States is the principal export

market. Product prices are mostly set in international commodity

markets and, as a result, companies have a continuing
preoccupation with cost competitiveness.

‘In view of the size and market position of firms in
this sector, there is no need for conventional trade development
support from government. Opportunities exist to license the
technology developed in Canada under the Acid Rain Abatement

Program to companies faC1ng 51m11ar pollutlon control problems in
the U.S,
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INDUSTRIAL CHEMICALS

The elimination of tariffs under the Canada-U.S. Free
Trade Agreement (FTA) is expected to improve the competitiveness
of a wide range of Canadian chemical exports to the U.S. At the
same time, Canada's preferential access to the U.S. market under
the PFTA ‘is also expected to greatly improve the prospects for
further investments in Canadian productlon to serve the North
American market. These opportunities will include products based
on competitively priced, primary petrochemicals such as propylene
and the aromatics (benzene, toluene, xylenes). There will also
be opportunities on a selective basis for electrochemlcals and
for chemlcals based on domestic minerals.

_ . ISTC s efforts will focus on- 1dent1fy1ng to potential -
Pacific Rim and European investors,; the advantages of
establishing specialty chemical production in Canada to supply
the North American market. Examples of specific planned
activities include:

° Working closely with the Canadian Chemical

Producers' Association in its efforts to promote
.new investment in Canada;

Joint efforts with university business schools to
improve the international business skills of the
senior management cadre in this sector;

Attending trade seminars in the U.S. to facilitate
exchange of information.

PLASTICS, RUBBER AND CHEMICAL SPECIALTIES

The strategic objective is to meet increased demand for

-plastics, rubber and chemical specialties products by increasing

investments in, and expandlng market opportunities for Canadian
production, particularly in the U.S. market. Trade and
investment promotion act1v1t1es in this sector are intertwined.

With a view to taking advantage of the market
opportunities provided by the FTA, specific activities to improve
the competitiveness of the industry will include:

° Continuing the close working relatlonshlps with the

relevant industry associations to improve ISTC's
" market intelligence base and increase the flow of
advanced technology information to Canadian firms;

Joint efforts with university business schools to
improve the international business skills of the
senior management cadre in this sector;

‘Development of information technology centres to
improve the exchange of information among Canadian
firms and with U.S. and other foreign companies;

- Complete and develop a follow-up action plan of the
SRI report on plastics.

The specific geographic priorities in the U.S. include
areas covered by the Chicago, Santa Ana, Cleveland and New York
posts; posts in other U.S. cities may be involved depending in

- progress in the above planned activities.
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BIOTECHNOLOGY

The blotechnology industry ‘crosses a number of sectors
and many firms in these various sectors view the use and
application of biotechnology as being an important factor in
their growth and innovation. The industry is driven by ,
technology and success is determined by a company's human skills
and its ability to develop new forms of intellectual property. -
Canadian biotechnology companies are generally quite small and
most will have to grow 51gn1f1cant1y before they are able to
operate internationally.’ :

The deVeloPment OE strategic partnerships betWeen
biotechnology companies and potentlal users is v1ewed as a key
factor for success and growth in the industry.- -

The approach belng adopted is to promote strategic
partnering by targetting a few firms (mainly mature U.S. firms in

~the chemical and pharmaceuticals area) which are looking to

biotechnology for growth. Much of this work is done through U. S.
posts (presently 7) with seminars and meetings- being held with a
few key firms in order to strengthen their awareness of the
Canadian capabllltles. A set of such meetings was held in
January 1990 in the Southern California area and a further set

is planned for the Boston area in the fall 1990a-

The Association of Blotechnology Companles, an

Alnternatlonal trade association based in the U.S. for the first

time held its annual meeting outside of the U.S., in Toronto in

‘May 1990. Follow-up to this event, to be lead by Investment

Canada; will evaluate prospects resulting from the -contacts made.

MEDICAL DEVICES

The Canadian medical dev1ces industry comprised of a
1arge number of foreign-based subsidiary companies and a small
nucleus of innovative Canadian-owned firms. Internationally, the
industry is presently experiencing a period of rationalization
resultlng from global competitive pressures. In Canada, this
trend is being reinforced by the FTAQ v o

ISTC has adopted a two pronged strategy to respond to
the international pressures:

i) a. sector campalgn which attempts to increase the

' innovative- competltlve base by matching Canadian
technological strengths and industry recipient

strengths with international opportunltles, and,

ii)' 1n1t1at1ves almed at obtaining for Canadian
' subsidiaries, R&D mandates and expanded
geographlc product mandates.

Success in accessing the U. S market is. seen as being -
critical for growth and survival. In their pursuit of ‘U.S. ,
markets, companies generally attend major U.S. trade shows (e. 9oy
the Atlanta Home Healthcare Show) w1thout government. supporto
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PHARMACEUTICALS

- The world pharmaceutical industry is dominated by large
multinational corporations. The industry is presently going
through a period of significant transition as a result of the
globalization of trade and the rapid increase in product

~development costs. These large companies, which had set up a

system of highly decentralized subsidiaries, manufacturing
minimal value-~added products, are now taking strategic decisions
with respect to where R&¢D and manufacturing activities will
occur. :

Faced with intense international competition to
attract new investment in this industry, ISTC is developing,
company specific approaches aimed at obtaining significant R&D
and production mandates for existing Canadian subsidiaries.

Efforts are also underway to improve the
competitiveness of the Canadian chemicals industry which is
viewed as a part of the industrial infrastructure necessary to
support a significant pharmaceutical industry in Canada. -
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SURFACE TRANSPORTATION AND MACHINERY

AUTOMOTIVE PARTS

The overall trade development strategy for the
automotive parts sector is as follows: (a) to support activities
that encourage European, Asian and U.S. vehicle assemblers to
increase purchases of Canadian auto parts, and explore new
opportunities for "port of entry" application of parts; (b) to
position Canadian-based auto parts manufacturers to supply the
Asian transplant assembly facilities in North America; and (c) to
support the promotion of Canadian aftermarket and original
equipment sales to world assemblers and to companies in the
emerging automotive economies.

ISTC-and EAITC, ‘together with representatlves of the
Provinces of Ontario and Quebec, the Automotive Parts
Manufacturers' Association and the Automotive Industries
Association, have formed Steering Committees to develop common
strategies and workplans, particularly in regards to the U.S.
market. It is expected that common. workplans will be finalized
by the late fall of 1990.

For the U.S. market, ISTC will pursue a targetted,
focused approach to improving market access through support of
missions and participation at automotive shows.

Activities include supplying resource persons as
required to staff info booths, lead missions and pursue other
government/company contacts, in coordination with EAITC and
regional offices. Specific examples are:

° participation in up to five aftermarket trade shows
in the U.S. during 1990/91;

° Canada booth at the 1990 and 1991 SAE shows in
. Detroit; -

auto parts sourCLng ‘missions to u. S. transplant
locations.

AUTOMOTIVE VEHICLES

The automotive light vehicle industry in Canada has
limited growth potential due to the nature North American market
and continued inroads by overseas manufacturers. As a result,
‘the major trade development efforts will concentrate on heavy
duty trucks and specialty vehicles (e.g., fire trucks,
ambulances, ATV's, snowmobiles, etc.) in targeted niche product
markets where there are good opportunities for increased sales.

ISTC's efforts to promote direct sales of Canadian
vehicles in the U.S. will be maintained primarily through
participation at trade shows and the provision of focused
assistance for specific trade opportunities.

Examples of specific activities include:

® National Transport Equipment Association show;

° Mid-America Truck Show (participation by External
post);

° Joint working group with Canadian Trucker
Association to identify U.S. opportunities;

The specific geographic priorities in the U.S. include
areas covered by the Detroit, Chicago, Atlanta, Los Angeles, New
York and Washington posts.



MARINE SYSTEMS

The Canadian shipbuilders and marine equipment
producers face severely restricted access to the U.S. market as a
result of various non-tariff barriers which were not altered by
the FTA. The limited opportunities that remain in the U.S.
market represent important opportunltles and are actively.
pursued. Initiatives focus on encouraglng and recruiting
industry participation at various marine trade shows most notably
the Work Boat Trade Show in New Orleans which has been a :
particularly good event for suppliers of marine spec1alty
products and small vessels. .

Increased export marketing efforts will be required for
the ocean industries sector (0oil-and gas- and ocean science)
because of currently depressed domestic market conditions. The
primary world event for offshore oil and gas is the annual '
Offshore Technology Conference and Trade Show held ‘in Houston,
Texas. Large Canadian industry missions are organized -to attend
this event, which includes a Canadlan 1ndustry 1nformat10n booth
staffed by ISTC personnel.

Canadian pleasure craft p:oducers are facing
considerable competitive pressure from the U.S. and major
marketing efforts are necessary to assist them in seeking new
markets. The U.S. is the primary market for the industry and
efforts will be concentrated in expanding the exposure of new
Canadian products mainly in the U.S. south-east. - Specific :
initiatives include: incoming buyers missions to the Toronto and
Montreal International Boat Shows; outgoing missions of companies
to Seattle and Chicago and a Canadian stand at the Fort
Lauderdale, Miami and Atlanta Boat Shows°

URBAN TRANSPORTATION AND RALL SYSTEMS

The U.S. is the major market for Canadian urban transit
manufacturers accounting for ninety per cent of the sector's
exports which make up approximately sixty-five per cent of the
sector's output. However, competition from Japanese and European
firms in the U.S. market ‘has increased in recent years and
Canadian firms have been losing significant contracts to very

. attractively priced offshore bids.

Two large companies - Bombardier and Lavalin-UTDC -
dominate the guided urban transit sub-sector and four large firms
dominate the bus sub-sector. As these major Canadian suppllers
have sales and, in a number of instances, assembly facilities in
the U.S., it is not necessary to undertake an extensive trade
development program. Efforts this year will concentrate on the
organization of a large Canadian exhibit (25 flrms) at the
American Public Transit Association Trade Show in Houston which
is only held every three years.

As a number of U.S. trade barriers affecting this
sector were not addressed by the FTA, improved access to the
U.S5. market remains a priority issue to the sector.
Initiatives will be actively pursued to accelerate the '
elimination of duty applicable to freight and passenger rail cars
as provided by the FTA, and to eliminate certain U.S. non-tariff
barriers (i.e., Buy America and regulations on temporary
importation of freight cars) which impede Canadian sales. The

. removal of Buy America provisions that apply to Canadian urban

transit suppliers is of particular 1mportance to the continued.
growth of the industry in Canada. ‘




- MACHINERY AND EQUIPMENT INDUSTRIES

These 1ndustr1es cover a broad and diverse group of
sectors having varylng competltlveness and trade/export
development requlrements° ‘Pirms in these industries range from
some of the country's largest industrial corporations employing
thousands to small local establishments with less than 10
employees. They include companies involved in the production of
a wide range of machinery and electrical equipment required by
resource, processing, manufacturing, secondary and service,
environmental, power generation and distribution and construction
industries. : '

Firms in these industries can be grouped into three
different categories. The groupings, together with specific
FPTA-related strategies for each, follow:
© Jarge Canadian company with international experience or a
subsidiary of a foreign parent having a world product mandate;

- The international operations of these firms are
sophisticated and they are well represented in the U.S.
marketplace. Ongoing ISTC efforts as a result of the FTA
for these firms are minimal and are largely restricted to
ensuring that these firms are considered for all the U.S.
related trade events that are sponsored by EAITC.

subsidiary of a foreign parent firm serving relatively small
Canadian markets with a variety of products at hlgh productlon
costs; ,

-~ 'Significant efforts are often required to ensure that the
parent firm does not view the FTA as simply an opportunity
to rationalize its North American production by
repatriating Canadian production to larger, more efficient
plants in the USA. Strategies are firm specific and involve
studying the industry and the firm in order to identify
opportunities and to develop rationales designed to
convince the parent management of the benefits of pursuing
these opportunities from a Canadian base. ISTC has
undertaken such an approach in the major appliance industry
which has resulted in plans by two firms to restructure
their production to specialize in certain products for the
North American market. ISTC is also working with
management of other machinery firms in an attempt to design
strategles to ensure their continued manufacturlng presence
in Canada.

° small domestic firms producing for the domestlc and small
- niche 1nternat10nal markets.

~ Canadian firms are faced with increased competition in
their domestic market as well as the necessity of competing
for the first time in the much larger North American
marketplace. ISTC activities are designed to prepare firms:
for the changing market environment and to assist them in
penetrating and holding a share of the U.S. market.
Examples of activities carried out by ISTC -include speeches
to industry associations, analyzing the effects of the FTA
on industry subsectors, and the organizing of special
seminars to prepare firms to do business in the USA.

In addition to the activities noted above directed at
assisting machinery firms to meet the opportunities and

challenges resulting from the FTA, ISTC actively supports and

participates in a significant number of trade fairs and missions
which directly assist firms in pursuing U.S. market interests and
is highly active in delivering PEMD program assistance.



CONSTRUCTION SERVICES

Canadlan construction contractors are primarily
oriented to the domestic market with export contracts amounting
to less than one per cent of the industry's annual act1v1ty.

The 1ndustry - through the. Canadlan Construction
Association (CCA) in consultation with ISTC and with financial
assistance from EAITC - conducted a market study of the U.S. The
study revealed that the U.S. private sector market is relatively
open and is more profitable than the Canadian market, identified
selected market opportunities and recommended approaches to

. possible market entry. Major impediments- in developing the U.s.

public sector market are "Buy America” and local preference

- policies at the state and municipal levels which generally

restrict government purchases of constructlon services to
domestic contractors°

Industry interest in the U.S. market remains 11m1ted,~v
although there is an increasing interest in immediate .
across—the-border contracts resulting from the FTA procedures to

simplify cross- border travel for professionals and business
visitors.

ISTC s efforts will focus on developlng the
competitiveness of the industry through improved management
techniques and productivity and the adoption of -computer-related
technology. In addition, ISTC efforts will be intensified to -
eliminate interprovincial barriers in construction. There will
be limited efforts placed on U.S. trade development initiatives.

CONSULTING ENGINEERING

Canadian consulting engineering companies are
predominantly small operations oriented mainly to serve the .
domestic market. Significant exports sales are generated by the
industry but these are attributable to the activity of only a few
large firms that enjoy worldW1de reputatlonse

ISTC trade development act1v1t1es will focus on

.prov1d1ng assistance and advice to the Association of Consulting

Engineers of Canada (ACEC) as part of a study to examine the

U.S. consulting engineering market. The study will be funded

by EAITC. In addition, ISTC will continue to encourage the ACEC
to pursue under the FTA a harmonization of professional
accreditation requirements with its U.S. counterpart organlzatlon
as U.S. procedures are far more onerous than those in Canada.

ARCHITECTURE

- ISTC has provided financial support to the Royal
Architectural Institute of Canada in their work with the American .
Institute of Architects to develop harmonized professional
accreditation regulations as prescribed by the FTA.

'GEOMATIC SERVICES

U.S. market opportunities for geomatic services has
been examined in a recént study financed by EAITC. ISTC provided
assistance in the development of the study as part of an
industry/government steering committee. ISTC will corntinue to
assist the Geomatics Industry Association of Canada (GIAC) in its
efforts to inform its membership of the study s flndlngsg ISTC
will support GIAC efforts to mount targeted U.S. missions in the-
current fiscal year. _ - SRR







INFORMATION TECHNOLOGIES INDUSTRIES

COMPUTERS, TELECOMMUNICATIONS, MICROELECTRONICS

The large and increasing Canadian trade deficit being
experienced across information technology sectors reflects the
rapid technological developments continuing in these sectors and
the increasing competition being experienced especially from
Japanese suppliers. The U.S. is the largest market for these
sectors, particularly for computer products and components and
there are significant opportunities for U.S. market expan51on as
a“result of U.S. deregulation.

mIncreasing~efforts will be required from Canadian firms
to increase the level of investment in technology development,
infrastructure and productlon facilities as weéll as to forge
links with U.S. industry in such areas as strateglc partnershlps,

-consortia and joint ventures in order to pursue U.S. market

opportunities.

ISTC efforts will focus on firm specific discussions
aimed at increasing investment levels in Canadian subsidiary:
operations ‘and on identifying export opportunities available in
existing U.S. niche markets for microelectronic and
telecommunication equipment and on expanding export

opportunities in the high growth areas of computer parts and
components.

The major thrust of support and promotion act1v1t1es to
assist Canadian companies to take advantage of these
opportunities will focus on their participation in missions and
trade fairs. This will include direct company-to-company and -
government-to-government discussions to secure Canadian
involvement in U.S. consortia and government-funded initiatives.

CONSUMER ELECTRONICS, ELECTRONIC COMPONENTS

Canadian capabilities in the areas of consumer
electronics and electric components are limited to select product
areas. ISTC activities will initially focus on identifying key

market prospects and formulating a strategy for exploiting those
opportunities.

Exports to the U.S. for electronic components will be
encouraged through the organization of trade missions and through
targeted initiatives with specific companies which are under
offset obligations. In regard to consumer electronics, the
Quebec region proposes support -to a number of dynamic companies
particularly young, high-tech firms that have developed high
quality consumer products in specific market niches.

Planned activities in support of the electronics

~components sector include participation with select Canadian

companies in various trade shows in the U.S.



TECHNOLOGY MANAGEMENT -

- Technology management includes the application of
information technology, the introduction of modern management
practices and the adoption of advanced manufacturing
applications. Efforts in this area will enhance the
international competitiveness of both Canadian manufacturing and
service companies.

ISTC efforts will focus on assisting small and medium
sized companies involved in the foods products, forestry, metal
and non-metal products areas through the establishment of a
partnership between the private sector, the science community

‘and government. A major initiative to assist in establishing

this partnership is a 2 year, $1.25 million, advanced
manufacturing sector campaign.

Initiatives will be directed at developing contacts
with relevant government organizations, research institutions,
universities, industry associations and companies in targetted
countries, including the U.S., to determine the extent to which
advanced technologies and management practices have been adopted;
to develop a better understanding of how technology diffusion is
stimulated; and, to identify potential technology transfer
opportunities into Canada.

Contacts with U.S. State Industry Department Officials
in Detroit, has been identified as a priority.-
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SERVICE INDUSTRIES AND CONSUMER GOODS

TEXTILES

The textiles industry is undergoing significant
adjustments resulting from the FTA and increasing competition
from low-wage sources.

ISTC's strategy is to assist the industry to better
integrate itself into the North American market. This varies
sharply from sub-sector to sub-sector:

° 1In the primary textiles sub-sector (fibre, yarn and

fabric production), ISTC's strategy will initially .
- be domestically focused encouraging SME's to adopt
new techniques and rationalize production.

In the rapidly growing industrial textiles
sub-sector, emphasis will be placed on the adoption
of leading edge European technology and products
(through technology transfer, joint ventures, etc.)
to assist in penetrating the U.S. market.

° In the carpet sub-sector, ISTC efforts will

encourage producers to tap U.S. distribution
channels and carve out market niches.

FURNITURE PRODUCTS

These industries, which comprise household, office and
special purpose furniture, will need to adjust to strong
competitive pressures resultlng from the implementation of the
FTA. The recent large rise in U.S. imports of household
furniture into Canada underlies the importance of not only
malntalnlng ex1st1ng domestic market shares but at the same time
pursuing aggressive trade promotion and development activities
abroad, particularly in the U.S.

The primary trade objective is to encourage and assist
Canadian manufacturers to develop and carry out export marketing
strategies to take advantage of new opportunities resulting from
the FTA. The approach will be twofold, consisting partly of
seeking out profitable market niches in household furniture, and
partly to upgrade product design to improve market acceptance in
both domestic and U.S. markets. An expanded marketing base will
permit Canadian companies to specialize productlon and serve
particular market segments.

Implementatlon of the trade strategy for the 