DECLA&%%@DECLASSE

-2~ EXTERNAL AFFAIRS = AFFAIRES EXTERITURES

- {iadicatiocas 3te chat Canadiaa coantalaer nroducers have noc z=atched tha
labour produccivicy gains of U.S. producers fa the perioed.

- Canadian rav gaterial (boxboard) costs im caertain grades are aoc now
coapeticive with U.S. costs, vegardless of cthe cucrency denoamfnaced.

Sctrengths and Weaknessaes

a) Structucal

- cthe absolute 3ize and coaceacratlon of the ¥.S. "ragional™ markets
affovds the U.S. producer undoubcad benefics of secale such as
apecLaleacloh, long zun ordars ascc.

< Canada's regional @arkegs, aven Qacario, are ralatively small and do coc
permit specializacion, aor large otder afficieacies comparabie to those
in the U.S. =arkacs.

< low real zgrowth and overcapacity combine to kaep most Canadfan producacs
“all things to all buyecs” La the face of too much capacity Llooking for
too little buainess. )

- amoag the few ma jor producers soma fadustrial adjustnenc, o0 accoammodata
nev priaciag techuology, conctinues aad one major producer is
vationalizing producticn facilities.

- Canadian producers are 2ully compecicive latarnacfionally with r2spect co
contairer design and graphics.

- ctranspoczation co8g, in the mafn, limits the {ntecrnatiocaal aarketiag of
the concalnar.

- the U.3. niche rmacrkets ate the only potential opporzunities apen to
Canadlan praducers whare price 13 iess tampoctaat than desiyn and
3raphics.

- chese aarkats tend to be small, with order quanciclies mora suiced co
Canadlan praduccifon capabilicy.

- che macket dessad for iwmproved graghics has baecome vecy scrong iz racant
years = bo:h.in Canada and zhe (.5.

- Canadian sreducers have rescandad by way of acquisition of the necessary
equipnent despite the adverse impact upon the already avident
gvercapacicy condicion.

- oroduct subscicucion (plascics, asepcic packaging atc.)ls incraasing

sceadily.

b) Trads Related Facrors

~

- Canadisn zarlif on this producc wili be approximacely 19 par ceat, by L

January 1387.

= 3.8, t3cé¢ff will de nominail, approximately 3 per cent, 9y
1 Jaquacy 1987.

= Tor Canadiaa .producers the peincipal procection against aueacdy, Lower—
cogt ¥.S5. product {mports, ilauto the domsstic warkec, L3 aow the NIB of
cyrreancy exchangs.

~ the U.S.-basad sroducer {3 rhe single pocencial coapecitsc La che

canadian aarkac.



