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INTRODUCTION

Today’s Canadian manufacturers have begun to sharpen their focus on expanding 
their businesses outside of Canada, as a strategic means of accelerating revenue 
growth. According to the 2016 manufacturing industry report, “Export Insights,” published 
by CanadianManufacturing.com, which surveyed over 500 leading manufacturing 
executives across Canada, 60 percent of respondents indicated that they currently export 
their products and services outside of Canada. In addition, 80 percent of Canadian 
manufacturers anticipated a future increase in export growth within the next 12 months.

With a surging American economy and weak Canadian dollar; declining oil prices; 
geographic proximity and accessibility; and culture and language familiarity, it is no 
wonder the study concluded that 95 percent of Canadian manufactures who are currently 
exporting, do so to the U.S. for business growth.

While the business benefits and revenue gain of exporting to the U.S. seem to far outweigh 
any initial investment or preparation costs, expanding to any new market unleashes 
the potential for detrimental business risks—if executive leaders are not well-versed and 
prepared. Potential revenue loss and reputational damage due to errors from misguided 
or misinformed preparation can—in the end—cost you more than loss of potential 
added revenue. If carried out incorrectly, any part of your expansion strategy can cause 
consequential, expensive and non-recoverable outcomes to your business. 

As a manufacturing leader looking to expand your business beyond Canadian borders, 
do you know the common pitfalls and areas of concern you should educate yourself on, 
before entering new markets? Have you done adequate market research on your product’s 
potential success in a new market? Do you know your competition and competitive 
advantage positioning? Have you done your due diligence with research on governing 
taxation and tariff laws, and how to mitigate the risk of penalties?  How can you be prepared 
to address such risks to protect your growing business from falling prey to these hazards?

This solution sheet outlines four key areas to pay close attention to, and key strategies to help 
Canadian manufacturers mitigate risk—when considering exporting to the U.S. market. 
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ESTABLISH A BASELINE AND PERFORM MARKET RESEARCH 

IDENTIFY A STRONG EXPORT STRATEGY FOCUS. A successful expansion strategy requires 
strong focus at the outset—one that aligns well with the company’s vision and goals. A 
specific, well-thought out export strategy focus reduces waste and improves efficiency—all 
while making it easier to ensure executive buy-in for expanding to the U.S. 

CONSTRUCT A CLEAR VALUE PROPOSITION. This should align with your existing business 
and encompass how your company plans to compete based on identified strengths, 
opportunities, and its current competitive position. Honing in on competitive differentiators 
will enable companies to better understand whether they intend to separate themselves 
from competitors based on cost, quality, and/or something more unique. This step is 
especially important given the larger volume of competitors in the U.S. market compared 
to the Canadian market.

As part of defining a clear strategy focused on exporting, manufacturers should construct 
a viable value proposition that ultimately answers the question: why should export clients 
buy from you? Having a clear value proposition enables companies to define a holistic 
sales and channel strategy aimed at boosting expansion efforts.

Understand the economic value that you provide to your clients, and its relationship to 
how you price your products. This is key to ensuring that your value proposition is well-
aligned with your company’s expansion efforts.

Expanding your business without an adequate understanding of your export strategy focus  
and value proposition, and performing diligent market research is a recipe for disaster. 

The following key steps must be taken, before proceeding with any kind of expansion 
strategy—in order to be successful.

1.

2.

1.
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ESTABLISH A BASELINE AND PERFORM MARKET RESEARCH 

PERFORM MARKET RESEARCH. Investigating a new market should validate assumptions 
about the market you are planning to enter. It will help protect organizations from making 
potentially disastrous choices. Properly conducted research can determine the viability of 
products in new markets, define the regulatory and competitive environments, and help 
make better informed decisions related to: 

Target market selection: The overall U.S. market is comprised of many smaller, 
local markets with varying laws, governing regulations, and specific demographic 
and geographic characteristics. Because the U.S. is very much a regional market, 
Canadian manufacturing leaders must select the right niche market or targeted 
geographic region to start with—in order to be successful in the long-term.

Competitive differentiators: Canadian exporters must not only compete amongst 
each other for business, but also compete with domestic U.S. suppliers. By not fully 
understanding their competitors’ value—or being able to quantify it, manufacturers 
are at risk of not being able to seamlessly articulate their value and successfully 
set themselves apart from competitors—based on cost, quality, and/or something 
more unique.

Correctly priced products: With rampant competition in the U.S. market, 
Canadian manufacturers must perform competitive product price assessments. This 
information is key when determining their pricing. It will guide business leaders to 
better understand thresholds and customer tolerance—and help them determine if 
exporting their products and services will be a profitable endeavor.

3.

1.
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Expanding into a new market, especially one the size of the U.S., requires operational 
planning measures to be put in place, including optimizing supply chain performance. The 
cruciality of successful domestic planning increases exponentially with larger, more complex 
supply chains, such as in the U.S. Therefore, mitigating risk of poor planning becomes even 
more critical for your supply chain. 

Canadian manufacturers should take several key considerations into account, with regards 
to their supply chain, when looking to expand to the U.S., including:

Are domestic suppliers capable of meeting an increase in volume and demand, when 
entering the larger U.S. market?

Is there a need to source American suppliers?

Should you consider a hybrid of Canadian and American suppliers, as part of a multi-tier 
supply chain?

Will your costs (including transportation) increase with new suppliers based in the U.S.?

Are you prepared to establish agreements with new suppliers to meet your production 
requirements?

What are the risks to having a more complex supply chain, and still meeting existing (and 
then new, increased) customer demand?

MONITOR SUPPLY CHAIN PERFORMANCE2.
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Manufacturing leaders can mitigate risk with their supply chains in several important ways, 
including:

Leveraging protective measures and Key Performance Indicators (KPIs) to proactively 
identify weaknesses and potential risks in the supply chain.

Ensuring supplier and service provider contracts are well-documented, with clearly 
defined expectations for order fulfillment requirements.

Considering automating supply chain management to reduce the occurrence of 
human error, as well as, mitigate administration errors that result from manual data entry.

Embracing technology, including sophisticated Enterprise Resource Planning (ERP) 
solutions, to track inventory, provide improved visibility into the supply chain, consolidate 
vendor information, accurately measure and report on KPIs, and highlight any 
operational conditions that require immediate attention.

Monitoring all current business processes and suppliers, and benchmarking how the 
company’s existing supply chain is performing will help uncover any potential future 
roadblocks and sources of unknowing revenue leakage.

MONITOR SUPPLY CHAIN PERFORMANCE2.
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In today’s fragile socio-economic and volatile political environments, Americans often feel a 
sense of pride and nationalism when purchasing American-made products. “Buy American” 
is much more than just a marketing slogan—it’s an American patriotic imperative, as a result 
of increased globalization, skepticism over cross-border trade agreements such as NAFTA and 
TPP, resentment over jobs lost to foreign nations, and the fear of economic superpowers, such 
as China, who can produce products at a very low cost.

The addition of foreign tariffs and taxes on Canadian goods exported to the U.S. will likely 
increase pricing of products further above market value, even before they become 
available to the public.

Trade agreements with the U.S. such as NAFTA, FTA, AutoPact, and the Defense Procurement 
Agreement, can provide some tax and tariff relief for Canadian businesses that fall under 
their scope. However, depending on the product and its state of completion (i.e. finished 
vs. unfinished) when it crosses the border, it may be subject to additional fees that price 
manufacturers right out of the market.

There are several important considerations Canadian manufacturing leaders need to 
leverage, in order to mitigate the risk of costly and unknown penalties and tariffs, when 
exporting to the U.S., including:

Consulting with Canadian Government agencies for tax preparation. Global Affairs 
Canada and Export Development Canada advise on taxation, regulations and policies, 
for Canadian manufacturers who wish to export their products across the border. 

Ensuring accurate documentation and certification, as part of any cross-border 
trade agreements. Under NAFTA, Canadian manufacturers must have a Certificate 
of Origin form (obtainable through Canada Customs or the Canada Border Services 
Agency), which enables you to claim tariff relief under the NAFTA agreement.

Securing advisory services from trade organizations on both sides of the border. 
These organizations exist to facilitate trade and advocacy planning, and should be an 
invaluable resource—as part of any exporting strategy.

Seeking expert legal and accounting counsel. Secure legal and accounting advisors 
that specialize in cross-border representation with specific expertise in foreign regulations, 
laws, taxes, and tariffs.

UNDERSTAND U.S. TAX POLICIES AND TARIFFS 3.
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For Canadian manufacturers considering exporting to the U.S., the strength (or weakness) of 
the Canadian dollar certainly plays a significant role in the decision if and when to export.

It’s no secret that the reliance on oil has had a negative impact on the Canadian dollar over 
the past several years. Nor is it a secret that when the American dollar is stronger than the 
Canadian dollar, Canadian exporters benefit greatly.

However, there is an inherent danger to relying on the dollar as a reason to export or not. 
Many businesses in Canada have a history of using the difference in the exchange rate 
between the Canadian and U.S. dollars as their pricing markups. This may have been a 
safe philosophy to follow in the past, given the strength of the U.S. dollar between the 1970s 
and early 2000s; however, in the latter 2000s, the two currencies stood near par, which had 
disastrous ramifications for businesses that relied on exchange rates for their profits. 

Understanding exchange rate fluctuations enables Canadian manufacturers to understand 
how their short-term financials are impacted, as well as, how their long-term competitiveness 
may be effected. Export growth strategies must take the variability in exchange rates into 
account, to be successful.

Canadian manufacturers can implement some of the following strategies to help mitigate  
the risks of unknown outcomes due to currency fluctuations, including:

Understanding the cost drivers, as they relate to exchange rate instability, including 
hedging options. This requires keeping a close eye on the exchange rate, and 
understanding how exchange rate fluctuations may impact your business.

Developing your company’s business plan for exporting based on a range of different 
exchange rate scenarios—with a keen eye on costs and revenues.

Creating an internal business process to analyze the impact of currency changes on 
monthly income and balance sheets. Use the results of this analysis to strengthen your 
export growth strategy.

EXAMINE CURRENCY FLUCTUATIONS4.
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Integration across all business processes—ERP integrates all aspects of your business 
from the customer-facing front-end, through planning and scheduling, to the production 
and distribution of finished products. ERP solutions bring about efficiency, which is especially 
critical for businesses that are considering expanding their operations to the U.S.

Automation around currency, tariffs and taxation—There are massive financial 
implications for many small and medium-sized businesses wanting to do business in the 
U.S. market: tax reporting and collection (federal, state, and local), online revenue, and 
tariff codes—all add multiple layers of complexity that ERP solutions can help manage and 
streamline.

Increase overall productivity and performance—By integrating disparate business 
processes, ERP solutions ensure cohesiveness and helps avoid duplication, discontinuity, and 
people working at cross-purposes—in different parts of the organization. The cumulative 
positive effect when business processes integrate well is overall superior performance by 
the organization, and reduced costs associated with any new processes of entering new 
markets.

Quality reports and performance analysis—Business data from ERP solutions will help 
produce insightful financial and boardroom-ready reports, as well as, help conduct analysis 
on the performance of your organization in different markets. Monitor costs and the impact 
of selling in multi-currency and new markets—translating your data into decision-making 
information.

Complete Supply Chain integration—Country of Origin (COO) laws dictate that raw 
materials used in finished goods must not contain foreign substances over a certain 
percentage, or from certain countries. The Lacey Act (amended in 2008) now monitors 
wood pallets to ensure that the wood’s origin is from a trusted source (and not containing 
any illegal sourced wood products). With complete ERP integration with your supply chain, 
you can help eliminate these or other legal operational risks that could potentially affect 
your business.

BENEFITS OF ERP WHEN EXPANDING YOUR BUSINESS 
TO THE U.S.
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CONCLUSION

Manufacturers are looking to expand into different markets like never before. For 
Canadian manufacturers in particular, the U.S. market holds the greatest potential 
when done right. Developing a holistic and focused export strategy for the U.S. is key 
to boosting business growth.

The strategies outlined in this solution sheet are intended to provide manufacturing 
leaders with a general overview of how they can manage the four common areas of 
risk—as part of a successful export strategy.

There is no single recipe for success for Canadian manufacturers that wish to export to 
the large, complex and diverse U.S. market. However, being informed and prepared 
before entering any new market, including the U.S. is your first line of defense—and 
can save you time and money. It can also safeguard you from making costly and 
detrimental errors, that could mean huge revenue loss or reputational damage.

mailto:info%40ca.syspro.com?subject=
mailto:info%40ca.syspro.com?subject=
https://www.syspro.com/ca/


 |  1 (888) 259-6666  |  10     info@ca.syspro.com  www.syspro.com/ca

ABOUT SYSPRO

If you want to learn how SYSPRO can help mitigate risks if you plan to export to the U.S., 
contact us today at info@ca.syspro.com or +1 (888) 259-6666.

NEXT STEPS:

SYSPRO software is an award-winning, best-of-breed 
Enterprise Resource Planning (ERP) software solution for 
cost-effective on-premise and cloud-based utilization.
Industry analysts rank SYSPRO software among the finest, best-in-class enterprise resource 
planning solutions in the world. SYSPRO software’s powerful features, simplicity of use, 
scalability, information visibility, analytic/reporting capabilities, business process and 
rapid deployment methodology are unmatched in its sector.

SYSPRO, formed in 1978, has earned the trust of thousands of companies globally. 
SYSPRO’s ability to grow with its customers and its adherence to developing technology, 
based on the needs of customers, is why SYSPRO enjoys one of the highest customer 
retention rates in the industry.
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