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Weathering the Storm—
And What Comes After

In February, World Trade Centre - Toronto published Weathering the Storm - A Canadian
SME Playbook for Navigating US-Canada Tariffs to help small and medium-sized
enterprises navigate economic uncertainty and trade disruptions.

We heard from manufacturers and exporters, as well as service providers and retailers
across the Canadian small business landscape, that this playbook was essential for keeping
their businesses agile, financially resilient, and forward-looking during volatile times.

The first edition provided low-cost, actionable strategies to mitigate the impact of tariffs
and emerge even stronger. It focused on key areas like protecting cash flow, managing
costs, optimizing supplier relationships, and improving payment terms.

To continue supporting Canadian SMEs, we've developed an additional set of chapters
on other critical topics you may want to explore. This edition provides guidance on:

+ How to clearly and effectively communicate with your customers through uncertain times.
+ Diversification strategies and how to assess and prioritize your next target market.
+ Maintaining resiliency through business model innovation and strategic adaptation.

+ Optimizing your warehousing and fulfillment operations to protect your margins and
competitiveness.

+ Additional low-cost, actionable strategies to safeguard your business.
+ Accounting and legal approaches that are both practical and cost-conscious.

+ How to identify, prepare for, and secure government assistance for your tariff-impacted
business.

These new topics build upon the same principles as the original guide: practicality,
accessibility, and a deep understanding of the SME landscape.

Whether you're exploring these ideas for the first time or building on earlier strategies,
we hope this new edition helps strengthen your ability to adapt, compete, and thrive—
regardless of what the trade environment brings next.

We're proud to continue standing alongside Canadian SMEs. Your resilience drives ours. For
any questions on anything included in this playbook, email us at wtc@bot.com.wtc@bot.com.

World Trade Centre Toronto
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Module 6

Customer Communication
During Tariff Uncertainty:
Maintaining Loyalty and
Managing Expectations

OVERVIEW

Effectively communicating with customers during a tariff dispute is critical. Your customers are your
greatest asset, and transparent communication is essential for maintaining their loyalty and managing
expectations during periods of uncertainty.

WHY THIS MATTERS

Unexpected price increases or delays caused by tariffs can quickly erode customer trust.

Clear, proactive communication can prevent misunderstandings, mitigate risks, and potentially
strengthen relationships with key customers.

IMMEDIATE STEPS TO TAKE

1. Notify Customers Early (Within 24-48 Hours)

- Estimated Time: 1-2 hours
- Who: Focus on your most impacted customers, particularly U.S. clients.

- What:
- Send a clear, concise message outlining potential impacts.
- Segment customers based on contract type and potential severity of impact.

Sample Customer Email
Subject: Important Update on Canada-U.S. Tariffs and Your Orders

Dear [Customer Name],

Due to recent changes in tariffs between Canada and the U.S., we anticipate [briefly state potential
impacts: e.g., “minimal price adjustments of X%" or “delivery delays of Y days”]. As one of our
valued customers with a [contract type] contract, we want to keep disruptions to your business as
minimal as possible.

We are actively working on solutions to mitigate any impacts and will provide detailed updates by
[specific date]. For immediate questions, please reach out to us directly at [Email/Phone].

- Channels: Email (primary), website updates, LinkedIn posts (for B2B businesses).
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2. Provide Consistent Information Quickly (24-48 hours)

- Estimated Time: 3-5 hours

- Action: Create a dedicated FAQ page on your website.
- Include clear answers to questions for example:

- What is the current tariff situation between Canada and the U.S.?
(Provide a simple explanation and a direct government link.)

- How will tariffs affect your pricing and timelines?

- What steps are being taken to manage these impacts?
(e.g., alternative sourcing, absorbing costs, new shipping methods)

- Who can customers contact for more information?

- Tools: Website builders like Wix, Squarespace, or Google Sites can help you quickly create or
update your FAQ page.

3. Equip Your Frontline Staff (Immediately)

- Estimated Time: 1-2 hours

- Action:
- Distribute the FAQ to all customer-facing employees.
- Provide short scripts or talking points emphasizing empathy and transparency.
- Empower your team to escalate complex inquiries promptly.

4. Open Channels for Customer Feedback (Within 1 Week)

- Estimated Time: 2-3 hours

- Options:
- Simple customer surveys
- Dedicated contact forms
- Phone/email outreach

- Benefits: Understand customer concerns early and respond swiftly.

5. Reinforce Your Value Proposition

- Clearly communicate why your products/services remain valuable, emphasizing your
commitment to quality, reliability, and partnership.

- Be open to negotiations, adjusting terms as needed while maintaining product/service quality.
You don't necessarily need to lose margin. It's imperative to understand why your customers
conduct business with you. Very few Canadian businesses compete purely on “price”. Service,
brand equity, delivery, quality, innovation, etc are all parts of your value proposition.

WEATHERING THE STORM: A CANADIAN SME PLAYBOOK FOR NAVIGATING THE US-CANADA TARIFFS | PART 2



MODULE 6: CUSTOMER COMMUNICATION DURING TARIFF UNCERTAINTY

6. Monitor Competitor Communications

- Regularly check competitor websites, social media posts, and press releases.

- Benefits: Benchmark your communication approach, stay competitive, and adapt messaging if
needed.

7. Long-Term Planning

While addressing immediate challenges, also consider:

- Exploring alternate suppliers or logistics providers.

- Keeping an open line of communication for continuous customer feedback.
- Regularly monitoring the tariff situation and updating your plans accordingly.

- Diversifying markets or product offerings to reduce dependence on tariff-sensitive markets.
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Module 7

The Power of Market
Diversification: 8 Factors to
Select Your Next Market

INTRODUCTION
In today's rapidly evolving global economy, market diversification is no longer just an option—it’s a
necessity.

Canadian startups, small, and medium enterprises (SMEs) face increasing uncertainty due to shifting
economic conditions, geopolitical tensions, inflationary pressures, and supply chain disruptions.

Over-reliance on a single market (E.g. U.S.A) or region leaves businesses vulnerable to unforeseen
shocks, as seen during the COVID-19 pandemic and ongoing trade tensions between major economies.

Diversifying into new markets not only spreads risk but also unlocks growth opportunities, allowing
businesses to scale, reach new customers, and stabilize revenues in times of economic turbulence.

For Canadian companies, market diversification offers access to new consumer bases, emerging
industries, and trade-friendly regions.

With Canada’s extensive free trade agreements, businesses have unique opportunities to expand
into high-potential markets with reduced tariffs and regulatory hurdles.

However, choosing the right market requires careful evaluation of factors like market size, growth
trends, competition, cultural preferences, and logistical feasibility.

This guide outlines 8 (eight) key considerations to help businesses make informed, data-driven

decisions when selecting a new target market—ensuring long-term success in an unpredictable
global landscape.
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1. Market Size

Understanding market size is a crucial first step. Bigger markets can offer more opportunity, but
also more competition. Key points to consider:

- Population & Consumers
Canada’s population, projected to reach approximately 55.4 million by 2050, remains modest
compared to global giants like China and India. By 2050, China’s population is expected to
decline to around 1.3 billion, while India will maintain its position as the world’s most populous
country with an estimated 1.5 billion people. For Canadian companies aiming to expand
globally, conducting a Total Addressable Market (TAM) analysis is crucial. This involves assessing
potential markets by examining population sizes and income levels to identify opportunities
that align with their growth objectives.

Top 50 Countries with Largest Population in 2050
(Top 50 countries: 8.3B. Rest of the world: 1.4B. Total: 9.7B)
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- Largest Consumer Markets 2030
Emerging markets are driving consumer growth. Experts have forecasted China’s population
will grow to 1.06 billion consumers by 2030, and India ~773 million. The U.S. remains third with
~348 million. Other sizable consumer markets will include Indonesia, Brazil, Russia, Japan,
Pakistan, Mexico, Bangladesh, and Vietnam.

The graphic below illustrates the top 20 consumer markets projected for 2030 (defined by
people spending >$12/day):

The 20 Largest & ---------------- ,
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Source: World Data Lab (2023) @

Projected largest consumer markets in 2030. China and India alone will account for nearly
2 billion consumers. (Source: World Data Lab projections)
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- GDP Per Capita
Market wealth is as important as population. The top 10 countries by GDP per capita (nominal)
include Luxembourg, Ireland, Norway, Switzerland, Singapore, Qatar, and the USA, among others.
For example, Luxembourg's per capita GDP is over $130k - a high-income market may support
premium-priced products. High GDP per capita often correlates with higher consumer spending
power and demand for specialized goods. Consider targeting countries not just with large
populations, but with affluent serviceable available markets (SAM) that match your offering.

- Emerging Markets
Don't overlook smaller economies that are experiencing rapid economic expansion. According to
projections for 2024-2029, the fastest-growing emerging markets are led by Guyana (19.8% CAGR),
driven by significant oil discoveries, followed by Mozambique (7.9%), Rwanda (7.2%), and
Bangladesh (6.8%), each benefiting from industrialization, infrastructure investments, and rising
consumer demand. Other high-growth economies include Ethiopia (6.7%), India (6.5%), and
Vietnam (6.4%), where increasing disposable incomes and expanding middle classes are fueling
new consumption trends.

These high-growth markets are evolving rapidly, making them attractive for businesses looking to
diversify. Rising income levels and improving economic conditions mean that consumers in these
regions are becoming more receptive to new products and services. For example, Vietnam'’s
expanding middle class is creating strong demand for consumer goods, e-commerce, and financial
services, presenting a lucrative opportunity for businesses seeking international expansion.

Top Growing

EMERGING MARKETS

Real GOP Growth, CAGR Forecast 2024-2029
World @ 3,29/6

Rank
1 °Guyana

2 @ Mozambique Guyana is the fastest-growing new
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Source: https://www.visualcapitalist.com/fastest-growing-emerging-markets-2024-2029/
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- Total Addressable Market (TAM) vs. Serviceable Available Market (SAM)
Apply TAM/SAM concepts to focus your efforts:

- Total Addressable Market (TAM): the total global demand for your product/service. This is
the broadest universe - e.g. “all smartphone users worldwide” could be TAM for a mobile app.

- Serviceable Available Market (SAM): the portion of TAM you can reach given geographical,
logistical, or regulatory constraints. For a Canadian startup, SAM might be “smartphone users
in North America and Europe” if those are regions you can reasonably serve initially

- Use these to quantify potential markets: For example, if TAM is 1 billion users worldwide,
but after filtering for income, region, and accessibility you have 50 million in your SAM, that 50
million is a more realistic target for near-term expansion. Prioritize markets where the SAM is
large and growing, not just the TAM.

Takeaway

Look at both population size and spending power. Aim for markets that have a significant number of
reachable customers (SAM) with enough income to afford your product. A huge population means
little if the consumers in that market don’t have the purchasing power or access to buy from you.

2. Market Trends and Growth

Beyond static size, consider how markets are growing and evolving. The next decade will create new
opportunities in industries and regions that are on the rise:

- Megatrends and High-Growth Arenas
McKinsey Global Institute highlights “18 potential arenas of tomorrow” - high-growth, dynamic
industries projected to generate $29-$48 trillion in revenues by 2040.

These arenas (see chart on next page) range from e-commerce and Al to electric vehicles and
biotech. They are expected to comprise up to 10-16% of global GDP by 2040 (up from ~4% today).
In other words, entire new markets are rapidly expanding. For example:

- E-commerce alone could grow from about $4 trillion in 2022 revenue to as much as $14-20
trillion by 2040, becoming one of the largest arenas.

- Al software & services, cybersecurity, electric vehicles, digital advertising, streaming
content, batteries, and space are among other arenas slated for double-digit annual
growth. Each of these could be multitrillion-dollar markets in the next 10-15 years.

WEATHERING THE STORM: A CANADIAN SME PLAYBOOK FOR NAVIGATING THE US-CANADA TARIFFS | PART 2 11


https://www.mckinsey.com/mgi/our-research/the-next-big-arenas-of-competition

MODULE 7: THE POWER OF MARKET DIVERSIFICATION

The 18 potential arenas of tomorrow could generate $29 trillion to
$48 trillion in revenues and $2 trillion to $6 trillion in profits.

18 potential arenas
of tomorrow, by 2040
revenue estimate, $ billion

Revenue,
2022

2040 estimate (CAGR,

2022-40, %)

Profit, 2040
estimate,' $ billion
(profit margin, %)

14,000-
E-commerce +—l 20,000 1 280-
(7-9) - 1,000
(2-5)
) 1,500-4,600 230-920
Al software and services ® 85 {7-25) @ (15-20)
. 1,600-3,400 160-510
Cloud services ® 220 {2—17) ® 015
) . ¢ 2,500-3,200 100-320
Electric vehicles . 450 -.,\- J o012 - (4-10)
e i 2,100-2,900 320-580
Digital advertisements . 520 O (8-10) (15-20)
i 1,700-2,400 340-600
Semiconductors . 630 G 6-8) & (20-25)
Shared autonomous vehicles n/a @ 610-2,300 X (940_—2%?0
Space @ 300 @ 960—-1,600 (7-10) # 50-160 (5-10)
Cybersecurity ® 160 @ 590-1,200 (8-12) ® 00-240 (15-20)
Batteries ® S8 @ 810—1,100 (12—14) + 40-110(5-10)
Modular construction ® 180 @ 540-1,100 (6—10) = 20-220 (4-20)
Streaming video ® 1650 @ 510—1,000 (6-11) # 50-160 (10-15)
Video games @® 230 @ 550-910 (5-8) # 80-180 (15-20)
Robotics e @ 190-910 (13-23) = 20-180 (10—20)
Industrial and consumer biotech ® 140 @ 340-900 (5-11) 10-270 (4-30)
Future air mobility n/a @ 75-340 10-70 (10-20)
Drugs for obesity and related conditions « 24 @ 120—-280 (9—-15) + 30-100 (25-35)
Nuclear fission power plants « 18 - 65—-150 (7-13) 5-50 (6-30)
Total 7,250+ 29,000-48,000 (8-11) 1,900-6,100

Defined as net operating profit less adjusted taxes (NOPLAT). NOPLAT share based on most closely mappable industries from our database of 3,000 companies
din chapters {and 2

Company annual reports; McKinsey Value Intelligence; McKinsey Global Institute analysis

Source: McKinsey & Company, https://www.mckinsey.com/mgi/our-research/the-next-big-arenas-of-competition

McKinsey's chart illustrates these arenas’ projected 2040 market sizes. For instance, Al
software (17-25% compound annual growth rate) and cloud services (12-17% CAGR) are poised
for explosive growth.

The largest circle in the chart is e-commerce, with up to $20T in revenue by 2040, and healthy

profits (~$1T). Electric vehicles could reach ~$2.5-3.2T in sales by 2040, and even nascent
sectors like future air mobility or obesity drugs could be hundreds of billions.
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- Implications for Startups
Tapping into these high-growth trends can amplify your diversification success. If your product
aligns with any “arena of tomorrow,” you might ride a powerful wave.

For example, a Canadian Saa$ startup in cybersecurity or Al is in a globally expanding pie - the
overall market growth can lift your prospects. Conversely, entering a stagnant or declining
market makes it harder to gain traction. Always examine market growth rates: a smaller market
growing 20% annually may be a better bet than a large market growing 1% annually.

- Shifting Economic Centers
By 2030, Asia will host the majority of the global middle class and consumer spending growth.
It's projected that half of global consumer spending will come from Asia by around 2032. This
shift means Canadian companies should watch emerging economies (India, Southeast Asia,
etc.) for new customers. McKinsey's report underscores that arenas like e-commerce, digital
services, and electric mobility are especially booming in Asia.

ACTIONABLE INSIGHT

Identify which high-growth arenas (if any) your business can play in. Even if your core productisin a
mature market, consider diversifying into adjacencies that tie into a growth arena. Use reports like
McKinsey’s “The Next Big Arenas of Competition" for strategic inspiration. High-growth markets can
offer easier entry points (growing demand, less entrenched incumbents) for a nimble startup or SME.

3. International Trade Agreements with Canada

Canada benefits from an extensive network of free trade agreements (FTAs) that open up foreign
markets for Canadian businesses. Leverage these agreements when selecting a target country, as
they can provide easier market entry and lower tariffs:

- Canada’s Key Trade Agreements
Canada currently has 15 trade agreements in force covering 51 countries, giving Canadian
companies preferential access to about 1.5 billion consumers worldwide.

These include:

- CUSMA (USMCA) - Canada-United States-Mexico Agreement, updated NAFTA, maintains free
trade in North America (our largest trading partners).

- CETA - Comprehensive Economic and Trade Agreement with the European Union, giving
access to 27 EU countries (provisional application since 2017).

- CPTPP - Comprehensive and Progressive Agreement for Trans-Pacific Partnership with 10
Asia-Pacific countries (including Japan, Australia, Vietnam, etc.).

- Canada-UK Trade Continuity Agreement (and ongoing FTA negotiations) - preserving access
to the UK post-Brexit.

- Benefits of FTAs
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These agreements reduce or eliminate tariffs on many products, simplify customs procedures,
and provide more certainty on the rules of trade. For example, under CETA, 98% of EU tariff
lines on Canadian goods are now duty-free, making it far easier for a Canadian exporter to
sell in Europe. Similarly, CUSMA ensures most goods trade tariff-free within North America.
FTAs also often address services, investment, intellectual property, and standards - creating a
more level playing field for Canadian SMEs abroad.

- Trade Agreement Strategy

When evaluating a new market, check if Canada has an FTA with that country or region. If yes,

you can expect:

- Lower import tariffs on your goods (improving your price competitiveness).

- Clearer dispute resolution and legal protections (important for getting paid and protecting IP).

- Established frameworks (ease of travel for business, recognition of professional qualifications,
etc. in some agreements).

- E.g., a Toronto-based SaaS company might favor expanding to the EU or UK first, knowing
CETA and continuity agreements facilitate digital trade and data flows. A food products
exporter might target CPTPP countries like Japan or Vietnam, where tariffs on Canadian agri-
food exports have dropped.

- Government Resources
The Government of Canada provides a handy portal to all trade agreements and how to utilize
them: https://international.canada.ca/en/services/business/trade/agreements-negotiations

- Beyond FTAs - WTO and Others
Even where no Canadian FTA exists, Canada is part of the World Trade Organization (WTO),
which sets baseline trade rules in most countries. Canada also has Foreign Investment
Promotion and Protection Agreements (FIPAs) with certain countries, and is part of plurilateral
pacts like the WTO Government Procurement Agreement. These can still provide some stability
in doing business. But generally, an FTA market will be more accessible than a non-FTA market.

Takeaway

Target markets where Canada has strong trade agreements can de-risk your expansion. You'll face
fewer barriers and often enjoy local support. For instance, under Canada'’s trade deal network,
Canadian businesses uniquely have preferential access to both the entire G7 and the EU - a
competitive edge worth exploiting.

Always check the latest status of negotiations too, as new agreements (e.g., with India or ASEAN)
could be on the horizon by the time you plan entry.
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4. Tariffs, Non-Tariff Barriers, and Regulatory Environment

Even with trade agreements, every market has its own regulatory landscape. It's essential to
research tariffs, non-tariff barriers, and regulations that could affect your product or service:

- Tariffs and Duties
Recent years have shown that tariffs can change quickly due to geopolitical shifts. In the “Trump
era”, the U.S. imposed tariffs on steel and aluminum imports (25% on steel, 10% on aluminum)
citing national security - impacting Canadian exporters overnight. Even today, the tariff
environment remains dynamic. For example, as of March 2025, the U.S. imposed new tariffs of
25% on certain Canadian goods and 10% on energy exports, prompting Canada to announce
retaliatory measures.

This underscores the need to stay vigilant: a friendly trade relationship can sour and lead to
sudden cost increases. Always check the current tariff rates for your product (using tools like the
Canadian Trade Commissioner Service or WTO Tariff Database) for the target market.

- Trade Relations and Updates
Keep an eye on Canada'’s trade relations news (https://international.canada.ca/en/services/
business/trade/tariffs-regulations)

- Non-Tariff Barriers

These include quotas, import licensing, local content requirements, and standards that can

impede trade just as much as tariffs. For example, some countries require certain certifications,

have stricter labelling laws, or sanitary regulations that might require you to reformulate a

product. An SME should ask:

- Does my product meet local health and safety standards? (e.g., CE marking in Europe, FDA
approval in the U.S.)

- Are there any quotas or export controls? (e.g., some medical or high-tech items might need
export permits from Canada, or might face quotas abroad).

- Are there local content rules for government procurement or certain industries? (e.g., selling
into government infrastructure projects might require a % of local value-add). Researching
these in advance avoids costly surprises. For instance, exporting Canadian food products to the
EU requires understanding EU food regulations and possibly adjusting ingredients or labelling.

- Regulatory Environment

Every market has unique legal and regulatory norms:

- Business Registration & IP Protection: How easy is it to set up a business or protect your
trademark in that country? Some markets have lengthy processes or weak IP enforcement.

- Taxation: What are corporate tax rates, VAT/GST, and are there any tax treaties with Canada
to prevent double taxation?

- Employment Law: If you'll hire locally, understand labor laws (hiring/firing costs, required
benefits, etc.), which can significantly differ.

- Political Stability and Policy Risk: Consider if sudden regulatory changes are common. For
example, policy can shift quickly in emerging markets or in sectors like tech (data privacy laws,
digital service taxes, etc., can emerge and affect your operations).
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- Use Government Resources

The Canadian government offers tools and support:

- Tariff Finder: The Canada Tariff Finder (tariffinder.ca) lets you check tariffs for Canadian
exports under various FTAs.

- Export Controls: Check the Export and Import Controls lists (EICB) if your product might be
subject to controls (for instance, certain tech, military, or scarce natural resources)

- Trade Commissioner Service: Can provide market-specific regulatory intel and even
advocate on your behalf in dealing with foreign officials.

Takeaway

A market might look attractive in size, but make sure the regulatory “friction” isn't too high. High
tariffs or onerous regulations can eat into profits or delay market entry.

Do a thorough homework on tariffs (current and potential), import procedures, and legal
requirements. Often, working with a local partner or consultant in the target country can
help navigate these complexities. Don't hesitate to use official channels - Canada’s trade
commissioners, embassies, and the Global Affairs Canada website are there to help Canadian
businesses succeed abroad.

5. Supply Chain and Logistics Issues

Entering a new market isn't just about the customers - you must be able to deliver your product or
service efficiently. Supply chain and logistics considerations are critical:

- Importance of Supply Chain Planning
A great product launch can be derailed by supply chain failures. When exploring a new market,
evaluate how you will produce, ship, and distribute your offering there.
Questions to ask:
- Will you ship from Canada or produce locally?
- How reliable are the shipping routes? (Any chokepoints, e.g. customs delays, port congestion?)
- What are the typical logistics costs (freight, warehousing, last-mile delivery) in that market?

Data indicates that global logistics costs have been rising - in 2022, worldwide logistics costs
hit $11.4 trillion, up almost $2 trillion from 2020. Such increases can squeeze margins if not
accounted for in pricing and planning.

- COVID-19 Disruptions (and Beyond)

The COVID-19 pandemic demonstrated how vulnerable supply chains can be:

- Transport Disruptions: Lockdowns led to canceled sailings, port backlogs, and container
shortages globally. Businesses encountered long delays getting goods shipped. Air freight
capacity also dropped, driving costs up.

- Production Delays: Outbreaks shut down factories, disrupted component supplies (e.g., the
semiconductor shortage hit auto and electronics industries hard).

- Sudden Demand Shifts: Panic buying and shifts in consumer behavior made forecasting
difficult, resulting in inventory gluts or shortages.

When budgeting for a new market, use current logistics cost benchmarks, not just historical
ones - ensure your pricing/margins can absorb today’s higher freight and fulfillment expenses.
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- Local Infrastructure

Research the target market's infrastructure quality:

- Do they have efficient ports and modern warehouses? (Some emerging markets have
notorious port delays or poor road networks inland.)

- How developed is e-commerce delivery if you plan online sales? (In some countries, last-mile
delivery can be challenging, or addresses are non-standard.)

- If your business is service-oriented (software, etc.), consider digital infrastructure - internet
reliability, cloud service accessibility, etc., which are the “logistics” of delivering digital products.

- Regulatory Logistics

Also consider any regulatory hurdles in logistics:

- Customs procedures - are they straightforward or very bureaucratic? (e.g., Brazil is known for
complex customs paperwork, which can slow imports.)

- Tariff classifications - ensure your product is classified correctly to avoid unexpected duties or
holdups.

- Any special import requirements - e.g., fumigation for wood products, certificates for
electronics, etc.

- Mitigation Strategies

To manage supply chain risk when diversifying:

- Start with small shipments to test logistics channels and identify issues on a smaller scale.

- Consider using third-party logistics (3PL) providers or fulfillment centers in the target market
to shorten delivery times.

- If feasible, build inventory in-market (especially if shipping is lengthy or seasonal demand is a
factor).

- Stay updated on global events - e.g. natural disasters, geopolitical events - that could disrupt
logistics, and have contingency plans.

Takeaway

A market that looks great on paper can turn into a nightmare if you can’t reliably get your product
there at a reasonable cost. Perform a supply chain feasibility analysis for each target market.
During COVID-19, companies learned the hard way that resilient logistics are as important as
customer demand.

Build resiliency: diversify suppliers and routes, and perhaps start diversifying your own markets
to not be overly dependent on one country’s logistics situation. Rising logistics costs should be
factored into pricing; customers may tolerate slightly higher prices if you can offer faster, more
reliable delivery than competitors.
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6. Competition

Entering a new market means entering a new competitive landscape. Understanding the
competition - both local and global - is crucial to formulating your market entry strategy:

- Competitive Analysis
Before entering, identify who the key players are in that market:
- Are there incumbent local companies offering a similar product? How strong are their brands
and distribution?
- Which international competitors are active there? (You might face not just local firms, but also
other multinationals expanding.)
- What market share do each hold? Is the market fragmented or dominated by a few big players?

If a market is saturated with well-established competitors, it doesn't mean you shouldn’t
enter, but you'll need a clear differentiation strategy. This is where Blue Ocean Strategy
thinking can help.

- Blue Ocean vs. Red Ocean

Blue Ocean Strategy is a framework that encourages creating a new, uncontested market space

(“blue ocean”) rather than fighting head-to-head in a saturated market (“red ocean”). In practical

terms for market diversification:

- Look for gaps in the market - unmet needs or customer segments that competitors are
underserving. For example, maybe all existing players target enterprise clients; can you target
SMEs with a tailored offering?

- Differentiate on factors other than price. Could be superior customer service, innovative
business model, or a unique partnership.

Blue Ocean Strategy’s key idea is to make the competition irrelevant by offering a leap in value
or creating a new category.

A famous example: Cirque du Soleil created a new form of entertainment (theatrical circus)
and avoided competing directly with traditional circuses or Broadway shows. For a startup,
this could mean positioning your product differently in the new market than it is at home.

- Competition in Target Market

Study cultural preferences around competition:

- In some countries, consumers strongly favor local brands (due to patriotism or better local
insight). For instance, in India, domestic companies like Tata or Reliance might be trusted over
foreign brands in certain sectors. Overcoming that trust gap might require partnering with a
local brand or heavily localizing your branding.

- In contrast, some markets idolize foreign brands (perceiving them as higher quality). Know
which scenario applies to you so you can adjust marketing accordingly.

- Also, be mindful of informal competition - e.g., grey markets or counterfeit goods if you have
a popular product.

- Regulatory Moats
Sometimes competition is limited by regulation. For example, China’s tech market is mostly
domestic companies because foreign social media platforms are restricted - a regulatory
barrier protecting local firms. Similarly, some countries have licensing requirements that only a
few companies have, effectively limiting competition. Identify if such moats exist (could work for
or against you).
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- Collaborate or Compete
In diversifying, you might consider strategic alliances. Could you partner with a local competitor
instead of going against them? Sometimes franchising or joint ventures can be a win-win - you
bring a unique product, they bring local market know-how and networks.

- Continuous Monitoring
Competition is not static. After entry, continually monitor competitors’ moves - new product
launches, partnerships, pricing changes. Set up Google Alerts, follow local trade publications,
and get feedback from new customers on why they chose you over others (or vice versa). This
intelligence will guide you in adjusting your approach.

Takeaway

Successful market entry often hinges on a deep understanding of the competitive landscape and a
strategy to differentiate. Rather than charging straight into a red ocean of established rivals, look for
a blue ocean opportunity - a niche or innovation that lets you sidestep the bloodiest competition.

However, if you do go head-to-head, be prepared to compete on local terms. Remember, what
worked in Canada might not automatically win over customers in another country if competitors
there play a different game.

Adapt your value proposition to clearly answer: “Why should customers buy from us and not from the
local alternative?”

7. Cultural Tendencies and Preferences

Cultural differences can make or break your success in a new market. Adapting to local consumer
preferences and business culture is not just polite - it's often essential for generating sales:

- Consumer Tastes and Habits

Culture heavily influences buying decisions. This can include:

- Food & Beverage: Tastes vary widely. For example, a snack food that's popular in Canada
might be too sweet, too bland, or have the “wrong” flavor for Asian consumers. Adapting
flavors (or even your product formula) can significantly boost acceptance.

- Color and Design: Colors carry different meanings. In China, red is auspicious (good for

packaging), whereas white can symbolize death. Ensure your branding aligns with local sensibilities.

- Usage Patterns: How consumers use products can differ. For instance, in some cultures
people prefer doing certain tasks manually vs. using a gadget. Understanding daily routines
and traditions helps position your product appropriately.

- Case Study - McDonald’s India
A textbook example of cultural adaptation. McDonald'’s succeeded in India by completely
overhauling its menu to respect local dietary preferences. Knowing that most Indians do not eat
beef or pork for religious and cultural reasons, McDonald's replaced beef patties with chicken
or vegetarian alternatives. They created the “Maharaja Mac” (a Big Mac with chicken) and the
McAloo Tikki burger (a spicy potato patty burger) specifically for India. They also spiced their
offerings to suit Indian palates. This cultural sensitivity was absolutely necessary - and it paid
off: McDonald’s now has over 300 outlets in India and a devoted customer base.
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The lesson: you may need to modify your product and marketing to align with local customs
and tastes. What sells in Canada without modification might need a tweak (or a complete
revamp) elsewhere.

- Marketing and Messaging

Beyond product changes, your marketing approach should reflect cultural nuances:

- Imagery and Language: Use local language effectively - not just translating, but capturing
the right tone and nuances. Certain imagery or humor that works in one culture may fall flat
or offend in another. For example, advertising that features assertive individualism might
work in North America, but some Asian cultures respond better to messages of community or
family benefit.

- Values: Highlight aspects of your product that align with local values. Environmentally friendly
products may particularly appeal in cultures with strong environmental movements, whereas
in some markets, price and status might trump sustainability in messaging.

- Channel Preferences: Understand how culture affects media consumption. Is the target
audience watching TV, or are they more on TikTok and WeChat? Do they rely on word-of-
mouth and community recommendations? Tailor your go-to-market channels accordingly.

- Business Culture

Cultural tendencies also impact B2B relations and partnerships:

- InJapan, for instance, business negotiations often require building relationship and trust over
several meetings - jumping straight to business or using aggressive negotiation tactics can
backfire.

- In the Middle East, hospitality and personal rapport are key; it might be customary to engage
in friendly conversation before “talking shop.”

- Being aware of norms like greetings, exchange of business cards, decision-making hierarchy,
etc., can earn respect. For example, in many Asian businesses, consensus and saving face are
important - avoid openly criticizing someone in a meeting, as it may embarrass them and
sour the relationship.

- Cultural Preference Impact on Sales

Sometimes, cultural preferences affect when and how people buy:

- Seasonality can be cultural (e.g., gift-giving seasons like Chinese New Year or Diwali - align
promotions accordingly).

- Payment preferences can differ (cash on delivery is preferred in some countries for
e-commerce, versus credit cards or digital wallets elsewhere).

- Some cultures are more receptive to foreign brands; others are skeptical. Craft your brand
story to either emphasize global prestige or local relevance as needed. For instance, a Canadian
maple syrup company in Asia might play up its authentic Canadian origins (exotic appeal),
whereas a tech company might localize branding to seem “one of us” in the local market.

- Local Success Stories
Try to learn from companies that have thrived by leveraging cultural preferences. For example,
Netflix achieved success globally by investing heavily in local content - they produce shows in
local languages that resonate with local audiences (while still bringing their overall platform).
This not only gained subscribers but also built goodwill as a brand that celebrates local culture.
A smaller-scale example: Lululemon (Canadian athleisure brand) entered markets like China
by incorporating local influencers and even feng shui principles in store layouts, acknowledging
local wellness philosophies.

WEATHERING THE STORM: A CANADIAN SME PLAYBOOK FOR NAVIGATING THE US-CANADA TARIFFS | PART 2



MODULE 7: THE POWER OF MARKET DIVERSIFICATION

Takeaway

Adaptation is not optional; it's required. Even huge corporations have stumbled when they
failed to adapt (e.g., Walmart's failure in Germany was partly due to cultural missteps). On the
other hand, those who respect and integrate local culture win customer hearts. Do your homework
on cultural norms, invest in localization (from product to marketing to customer support), and
consider hiring local talent who understand the culture deeply. This will not only prevent “lost in
translation” moments that could cost you sales, but also differentiate you as a company that truly
cares about its new customers.

8. Personal Preferences and Niche Markets

Sometimes the best market for your product is not an obvious large economy, but a niche
community or sub-market that's passionate about what you offer. These niches often transcend
national boundaries but cluster in certain countries or regions:

- ldentifying Niche Opportunities

Think about personal lifestyle preferences or hobbies that your product/service caters to.

Examples:

- A maker of vegan protein bars might find niche markets in countries or cities with high rates
of veganism (e.g., parts of Europe, the U.S. West Coast, Australia).

- A manufacturer of winter camping gear could target niche outdoor enthusiast communities in
Scandinavia, Canada, or Russia - regions with both the climate and culture for cold-weather
camping.

- A developer of a marathon training app should look at which countries have the most runners
or marathons.

- Passion Markets vs General Markets
Niche markets are often driven by passion - the consumers are very engaged and often
form tight-knit communities (online forums, clubs, events). This means if you break into the
community with a good reputation, word-of-mouth can spread quickly. For example, the global
surfing community is a niche - if you make an innovative surf accessory, places like Hawaii,
Australia, California (with surf cultures) would be key targets, even if their overall market size is
modest relative to the general population. These surfers talk to each other, travel to surf spots
worldwide, and can become evangelists for your brand if it's respected in the community.

- Personalization and Niche Marketing
Often, targeting a niche means tailoring your product or its messaging to that group’s identity.
This could overlap with cultural adaptation but is more about sub-culture. E.g., a company
selling gourmet hot sauces might find pockets of “chili-head” enthusiasts around the world.
They might run a targeted campaign in India or Mexico not because of those countries’ overall
population, but because the chili pepper fan culture aligns. They might sponsor local spicy food
contests or collaborate with local chefs - tapping into the passion.
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Takeaway

Bigger isn't always better. A niche market, unified by a particular personal preference or lifestyle,
can be incredibly profitable if that niche aligns with your product. By focusing on the “raving fans,”
you not only play to an engaged audience but also often face less competition (because big players
may ignore small niches). Use niche-specific data - like the number of participants in an activity per
country - to guide you.
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Module 8

Navigate and Innovate:
Business Model
Adaptation and Resilience
in the Tariff Era

OBJECTIVE
To equip Canadian SMEs with strategies to navigate the immediate challenges of tariffs while
fostering long-term resilience through business model innovation and strategic adaptation.

KEY STRATEGIES: A DUAL APPROACH - IMMEDIATE RESPONSE AND LONG-TERM ADAPTATION
Given the urgency of the tariff situation, SMEs must adopt a dual approach: focusing on
immediate survival and cost mitigation while simultaneously planning for long-term business
model adaptation and innovation.

PHASE 1

Immediate Response - Mitigating the Tariff Shock
(Focus: Survival & Cash Flow)

Before embarking on innovation, SMEs must first address the immediate impact of tariffs on their
bottom line and market access. Survival and cash flow preservation are paramount in this phase.

- 1. Aggressive Cost Management & Efficiency Review

Actionable Strategy: Conduct an immediate and comprehensive review of all operational

costs. Identify areas for deep and rapid cost reduction. This includes:

- Supply Chain Optimization: Explore renegotiating contracts with suppliers, seeking temporary
discounts, or identifying lower-cost alternative suppliers (including domestic if feasible). Be
mindful of quality and long-term relationships, but prioritize immediate cost relief.

- Operational Efficiencies: Implement lean manufacturing principles immediately. Eliminate
waste, streamline processes, and improve productivity across all departments. Consider
temporary reductions in discretionary spending and overhead.

- Inventory Management: Optimize inventory levels to reduce holding costs and minimize
capital tied up. Consider just-in-time inventory systems where practical.

- Energy and Resource Conservation: Implement immediate energy-saving measures and
reduce resource consumption to lower utility bills.
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- 2. Tactical Market Diversification (Short-Term Focus)

Actionable Strategy: While long-term market diversification is crucial, explore quick, tactical

shifts to reduce immediate US dependence:

- Focus on Domestic Markets: Intensify sales efforts within Canada. Explore opportunities to
capture domestic market share from US imports now facing retaliatory tariffs.

- Explore Non-US Export Markets (Expedited): Identify and rapidly pursue export opportunities
in markets less affected by the US-Canada trade dispute. This may involve focusing on existing
trade agreements Canada has with other countries Mexico, CPTPP, CETA). Government trade
agencies can provide expedited support for this.

- 3. Government Advocacy and Support Exploration

Actionable Strategy: Actively engage with industry associations and government

representatives to:

- Advocate for Tariff Reduction/Removal: Support industry-wide lobbying efforts to pressure
governments to negotiate a resolution to the trade dispute and remove tariffs. Remember that as
a business, you have an influential voice. Talk to your MPs, MPPs, and relevant cabinet ministers.

- Explore Financial Aid Programs: Investigate and apply for any government financial aid
programs or subsidies designed to support SMEs impacted by tariffs. This could include direct
financial assistance, loan guarantees, or export support programs. Be proactive in seeking
information from government agencies like Export Development Canada (EDC) and BDC.

PHASE 2
Long-Term Adaptation - Innovating for Resilience and
Future Growth (Focus: Business Model & R&D)

Once immediate survival actions are underway, SMEs must pivot to long-term strategies that build
resilience and create new avenues for growth in a tariff-impacted world.

- 1. Rethinking Your Business Model: How Else Can You Offer Value? (Long-Term View)
Remember those initial ideas about business model innovation? Now it's time to dive deeper,
but with a realistic and budget-smart approach. Think about making smart changes that don’t
require a ton of cash and really build on what your company already does well.

Here are some ways to rethink how you deliver value to customers:

- Go Beyond Just Products: Offer Expert Services (Value-Added Services, Expanded): Don’t
just think about selling things. What expertise does your company have? Could you offer
specialized services that go hand-in-hand with your products, but are harder for rivals to copy
and less sensitive to price changes? Think about:

- Consulting: If you make specialized equipment, could you offer expert consulting on how to
use it best, or optimize processes around it?

- Training: Could you develop your own training programs, maybe even online, to teach
customers how to get the most out of your products or services?

- Data Smart Services: Can you collect and analyze data related to your products and offer
insights to customers as a service? (For example, if you make sensors, could you offer data
analysis to help customers improve efficiency?)
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- Think “Subscription,” Not Just “One-Time Sale” (Subscription and “Product-as-a-
Service” Models, Strategic): Subscriptions aren't just for magazines anymore! Really think
about whether a subscription model could work for your business. The key is to make sure
it's genuinely valuable for customers - not just a way to repackage what you already sell.
Consider “Product-as-a-Service” - where customers pay for the results your product delivers,
rather than owning the product itself. For example:

- Instead of selling industrial machinery outright, could you lease it and include maintenance
and upgrades in a monthly fee?

- Could you offer a subscription to regular deliveries of your product, perhaps with exclusive
content or product upgrades included?

- Create Irresistible Packages (Bundled Offerings and Customization): Think about combining
your products and services into custom packages that are super appealing to customers
because they solve a bigger problem for them. The goal is to create unique combinations of
value that competitors who just sell single products can’t easily match. For instance:

- If you sell office furniture, could you bundle delivery, assembly, and even a basic office layout
design consultation?

- If you are a food producer, could you offer meal kits that combine your products with recipes
and nutritional guidance?

- Go Digital Where You Can (Digital Business Models): Look for chances to bring more of
your business online. This can cut costs, open up new markets, and even create entirely new
ways to make money. Think about:

- E-commerce: If you're not selling online already, is it time to set up an online store?

- Online Training: Could you turn your expertise into online courses or webinars?

- Digital Content: Could you create valuable digital content (guides, templates, online tools)
related to your industry and offer it for sale or as part of a subscription?

- Software as a Service (SaaS): Could you develop software related to your industry that
customers could subscribe to?

Canadian Help is Here

Remember those resources we mentioned - the Business Model Canvas and the Business
Development Bank of Canada (BDC)? Now's the time to really use them. But keep it practical! In
this tariff situation, you need to be smart about where you spend your time and money. The BDC's
advisors can be especially helpful in guiding SMEs like yours through these strategic shifts.
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- 2. Strategic and Focused R&D Investment (Long-Term Differentiation)
- Refined Strategy: Shift from “large-scale R&D" to highly focused and strategic R&D that

directly addresses tariff vulnerabilities and market shifts. Prioritize R&D that yields tangible,
near-to-medium term results rather than long-horizon, high-risk projects.

- Tariff-Circumventing Product Redesign: Focus R&D on redesigning products to potentially
reduce tariff classifications (e.g., through material substitution, component changes, or slight
modifications to product function). This requires expert customs and trade advice.

- Input Substitution and Localization: Invest in R&D to substitute tariffed imported
inputs with domestic Canadian inputs, or inputs from countries not subject to tariffs. This
strengthens domestic supply chains and reduces tariff vulnerability. Take advantage of the
SR&ED program to maximize the value of this activity.

- Process Innovation for Cost Reduction (Targeted): Focus process innovation R&D on areas
with the highest potential for immediate and significant cost savings, such as automation of

tariff-sensitive production stages, or development of more efficient manufacturing processes.

- Value-Adding Feature Development: Invest in R&D to add unique, high-value features to
products that justify a premium price and differentiate them from lower-cost competitors,
even with tariffs. Focus on features that are difficult to copy and highly valued by customers.

- Canadian Resources: It's worth remembering the valuable Canadian resources available
to support your R&D efforts. Organizations like Mitacs and NRC IRAP play a critical role in
reducing the risks associated with research and development for SMEs. They offer both
funding and opportunities to collaborate with experts, which can be a game-changer.
Specifically, look into programs designed for short-term, industry-relevant R&D projects
- these are geared to deliver practical results quickly, which is exactly what's needed right
now. Beyond these national programs, be sure to explore if there are sector-specific R&D
support programs available through your industry associations or even through provincial
government initiatives.

- 3. Building an Agile and Resilient Organization (Culture & Adaptability):

In today’s unpredictable trade environment, being fast isn't enough. You need to build an
organization that's truly resilient - able to bounce back from setbacks and adapt to constant
change. Think of it less as a complete overhaul and more as baking flexibility and a proactive
mindset into your company culture. It's about creating a team that embraces change and
actively looks for opportunities, even when things get tough.

Here's how to make your SME more agile and resilient:

- Plan for the Unexpected (Scenario Planning): Don't just react to problems as they arise.
Start regularly brainstorming different future scenarios, especially those related to trade and
tariffs. What if tariffs go up again? What if new trade barriers appear? By thinking through
these “what-ifs” and developing backup plans, you'll be much better prepared to handle
whatever comes your way. Think of it as a “war-gaming” exercise for your business, but
focused on staying ahead of potential disruptions.

- Use Data to Guide You (Data-Driven Decision Making): Stop relying solely on gut feeling.
Boost your ability to track and analyze data - market trends, customer behavior, the real
impact of tariffs on your sales, etc. With good data, you can make faster, smarter decisions
and adjust your strategies proactively, rather than flying blind. This means investing in simple
analytics tools and training your team to use them.
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8

- Work Together, Break Down Walls (Cross-Functional Collaboration): Silos and departments
working in isolation are a recipe for slow responses. Encourage seamless communication and
teamwork across your entire company. Agility depends on everyone being on the same page,
sharing information quickly, and working together to solve problems and seize opportunities.
Think open communication, regular cross-department meetings, and shared goals.

- Empower and Upskill Your Team (Employee Empowerment and Upskilling): Your
employees are your greatest asset in navigating change. Invest in training to make them more
adaptable, innovative, and focused on your customers. More importantly, empower them to
come up with new ideas and solutions. Create a culture where it's safe to experiment, learn
from mistakes, and contribute to making the company stronger. A resilient company is built
from a resilient and skilled workforce.

- Canadian Resources to Help You: Organizations like Canadian Manufacturers & Exporters
(CME) and NGen offer resources specifically designed to help businesses become more
resilient and adaptable. Look to them for guidance on managing risk, developing scenario
plans, and building overall business agility - not just in manufacturing, but across your entire
operation. They can provide valuable tools and frameworks to help you navigate economic
uncertainty and build a more robust SME.
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Action Items

© 1. Emergency Cost Reduction Meeting
Within one week, convene an emergency leadership meeting focused solely on immediate cost
reduction measures. Set quantifiable cost reduction targets for the next quarter and assign
responsibility for implementation.

© 2. Pricing and Margin Strategy Session
mmediately schedule a session to develop a revised pricing strategy that addresses the tariff
impact. Analyze competitor pricing and customer price sensitivity. Develop clear pricing
guidelines for sales teams.

© 3. Domestic and Non-US Market Blitz
Task your sales and marketing teams to immediately intensify efforts in the Canadian domestic
market and to expedite exploration of non-US export markets. Set concrete, short-term targets
for market diversification. Contact government trade agencies for immediate export support.

© 4. Government Advocacy and Support Outreach
Contact relevant industry associations to understand collective lobbying efforts and identify
government contacts for potential financial aid programs. Assign a team member to actively
research and apply for all relevant support programs.

© 5. Business Model and R&D Review Kick-off
Schedule the Business Model Canvas review session, but frame it as the start of a longer-
term strategic adaptation process. Prioritize identifying low-resource, high-impact innovation
opportunities initially. Begin preliminary exploration of R&D collaboration opportunities with
universities or research institutions.

© 6. Scenario Planning Exercise (Initial)
Conduct a rapid, initial scenario planning exercise to brainstorm potential future trade scenarios
and their implications for your business. Focus on identifying key uncertainties and developing
initial contingency actions.

NAVIGATING TARIFFS WITH RESILIENCE AND STRATEGIC INNOVATION

The imposition of tariffs is a serious challenge that demands a realistic and urgent response.
Canadian SMEs must first focus on immediate survival and cost mitigation to weather the initial
shock. However, simply surviving is not enough. To thrive in the long term, SMEs must embrace
strategic innovation, build resilient business models, and cultivate agile organizations. By
combining immediate, pragmatic actions with a long-term vision for adaptation and innovation,
and by leveraging available Canadian resources and advocating for supportive government
policies, Canadian SMEs can navigate this challenging period and emerge stronger, more
diversified, and more competitive in the global marketplace. Remember, resilience in the face of
adversity, coupled with strategic innovation, is the key to long-term success.
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Smart Warehousing &
Order Fulfillment: Your
Tariff Defense Toolkit

INTRODUCTION

The 25% tariffs between Canada and the USA create immediate challenges for your business.

While you can’t control trade policy, you can optimize your warehousing and fulfillment
operations to protect your margins and maintain competitiveness. This chapter provides
concrete strategies to help your business not just survive but potentially thrive amid these
trade tensions.

1. Strategic Inventory Management
Targeted Stockpiling: The Selective Approach

Don't stockpile everything. Be strategic about which products deserve additional inventory
investment:

- Focus on the vital few
Identify products with both high sales velocity AND significant tariff impact

- Run the numbers
Calculate carrying costs versus tariff savings for each potential stockpile candidate

- Mitigate cash flow pressure
Negotiate extended supplier payment terms specifically for strategic stock increases

Real-world example: Alberta Outdoor Equipment selectively increased inventory of their
fastest-moving US-made components by 60 days’ worth, but only after securing 90-day
payment terms from suppliers. They ignored slower-moving items entirely, focusing their
limited warehouse space on high-turnover products.
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Bonded Warehousing: The Cash Flow Preserver

Bonded warehouses let you defer tariff payments until goods enter the Canadian market—
preserving precious cash flow:

- Ideal for multi-destination goods
If you re-export some imports, you can avoid paying Canadian tariffs entirely on those items

- Start small
Many 3PLs offer sectioned bonded areas within their existing facilities—no need for a separate
warehouse

- Documentation is key
Ensure your team understands the specific paperwork requirements to maintain bonded status

What this looks like in practice: Winnipeg-based “Prairie Manufacturing Group” maintains a
bonded section within their existing warehouse for components sourced from Chicago. For items
ultimately shipped to their US customers, they avoid Canadian tariffs entirely, while deferring
payments on Canada-bound items until sale.

CBSA Drawback Program: Getting Your Money Back

If you import goods that are later exported, the Drawback Program can refund duties you've
already paid:

- Documentation from day one
Set up tracking systems that clearly connect specific imports to subsequent exports

-~ Use a customs broker
The complexity warrants professional guidance; many offer success-based fee structures

- Regular claims schedule
Build a quarterly review and filing process into your financial calendar
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2. Fulfillment Process Optimization
Process Mapping: Find the Hidden Cost Drains

Before investing in new technology, map your current workflows to identify inefficiencies:

- Follow an order from entry to shipping
Time each step and note bottlenecks

- Look for double-handling
Are products moved multiple times unnecessarily?

- Ildentify manual data entry points
These are common error sources and time drains

Quick win example: Montreal-based “Mystery Distribution” discovered their warehouse staff

walked an average of 2.4km per day due to poor layout. By reorganizing their fastest-moving items
closer to packing stations, they reduced picking time by 22% without any technology investment.

Technology Implementation: Right-Sized Solutions

The right warehouse management system (WMS) creates efficiencies that offset tariff impacts:

-~ Cloud-based WMS options
Many now offer monthly subscription models with minimal upfront costs

- Mobile scanning
Even basic barcode scanning dramatically reduces errors and speeds fulfillment

- Integration capabilities
Ensure your WMS connects with your accounting and e-commerce platforms

SMB-appropriate technology: Don't overinvest. “Maritime Technology Solutions” in Halifax

implemented a basic cloud WMS for $275/month that eliminated $3,800 in monthly shipping errors
and reduced order processing time by 35%.
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3. Distribution Cost Reduction

Shipment Consolidation: Making Every Truck Count

Consolidating shipments can reduce per-unit freight costs by 15-30%:

- Geographic batching
Group orders by destination region

- Set minimum order values
Encourage customers to place larger, less frequent orders

- Flexible shipping schedules
Offer discounts for customers willing to accept slightly longer delivery windows

Logistics Provider Negotiations: Data-Driven Leverage

Approach carrier negotiations with detailed shipping data:

- Volume commitment
Offer guaranteed monthly minimums in exchange for rate reductions

- Lane optimization
Focus negotiations on your most frequent shipping routes

- Carrier diversification

Maintain relationships with at least three providers to create competitive pressure

Negotiation success story: Saskatchewan-based Northern Tools prepared a detailed shipping
profile showing their consistent volume and predictable routes. By offering a 12-month volume
commitment split between two carriers (instead of their previous single provider), they secured a

17% rate reduction that directly offset tariff impacts.
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4. Beyond Operations: Strategic Pivots

While optimizing operations, simultaneously explore these longer-term strategies:

Supply Chain Diversification

- Canadian supplier development
Invest in relationships with domestic suppliers who can replace US sources. Remember, many of
them could be losing key US Accounts, and will be looking to pick up domestic business as well.

- Third-country sourcing
Identify alternative suppliers in countries with favorable trade agreements

- Supplier qualification process
Create a structured evaluation system for new potential partners

Product Engineering for Tariff Avoidance

- Material substitutions
Can components be replaced with non-tariffed alternatives?

- Country-of-origin engineering
Design products to maintain necessary tariff classifications

- Customs classification review
Work with experts to ensure optimal HS code assignments
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Sample Implementation Roadmap

Week 1: Assessment

- Conduct inventory analysis to identify critical, tariff-impacted items

- Map your current fulfillment process with timestamps for each step

- Compile three months of shipping data for consolidation opportunities

Week 2-3: Quick Wins

- Reorganize warehouse layout for faster picking of high-volume items

- Contact three bonded warehouse providers for service/cost comparisons

- Begin logistics provider negotiations with prepared shipping data

Month 2: System Implementation

- Select and implement appropriate inventory management technology

- Establish documentation processes for drawback claims

- Develop shipment consolidation protocols

Month 3 and Beyond: Strategic Initiatives

- Initiate supplier diversification research

- Review product engineering for tariff optimization

- Join industry association for collective advocacy efforts
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Monitoring Your Progress

Track these key metrics monthly to gauge effectiveness:

- Inventory carrying costs as percentage of inventory value

- Order fulfillment cycle time (order to shipment)

- Average shipping cost per unit

- Percentage of orders consolidated

- Tariff expense as percentage of COGS

Conclusion

Tariffs create undeniable pressure on your business, but smart operational adjustments can
significantly mitigate their impact. By focusing on the strategies in this chapter, you can protect
margins while building more resilient systems that will serve your business well long after the
current trade tensions subside.

Remember: Small, consistent improvements across multiple areas often deliver greater results

than seeking a single perfect solution. Start today with the quick wins, then build toward more
substantial structural changes.
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Competitive Intelligence
in the Tariff Wars: Survival
and Adaptation for
Canadian SMEs

INTRODUCTION

A trade war with 25% tariffs imposed by both the USA and Canada creates more than just
economic challenges—it transforms the business landscape into a battlefield. For Canadian Small
and Medium-sized Enterprises (SMEs), understanding this new competitive environment becomes
essential for survival.

This module provides practical, low-cost strategies to gather and analyze competitive intelligence
tailored specifically for SME leaders like you. Our goal is to help you not just weather this storm,
but identify opportunities and emerge stronger than before. Recognizing that time and resources

are precious for SMEs, we've prioritized high-impact actions that won't overburden your operation.

KEY STRATEGIES

Focusing Your Competitive Lens

During a tariff war, you need to concentrate your competitive intelligence efforts on understanding
two critical aspects: how the trade conflict is reshaping your market and how your competitors are
responding to these changes.
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1. Market Monitoring: Your Early Warning System

Think of market monitoring as your business'’s early warning radar—it helps you detect important
shifts before they impact your bottom line. Here’s what to focus on, in order of priority:

HIGH PRIORITY: TRACK COMPETITOR PRICING & PROMOTIONS
What to watch for:

- Price changes on products that directly compete with yours

- New promotional discounts or special offers

- Bundled product offers

- Changes to shipping costs

- Pay special attention to products most affected by tariffs

Questions to ask yourself:

- Are competitors absorbing tariffs or passing costs to customers? This reveals their financial
strength and pricing power.

- Are they discounting aggressively? This might signal financial distress or a strategic fight for
market share.

- Are they shifting toward higher-value or lower-value offerings? This shows their strategic
response to tariffs.

Where to look:
Competitor websites, online marketplaces (Amazon, etc.), industry publications, and feedback from
your sales team.

MEDIUM PRIORITY: MONITOR COMPETITOR MARKETING & MESSAGING
What to watch for:

- Changes in competitor websites, social media, advertising, and sales materials

- Shifts in which products they're emphasizing

- Changes in target customer segments

- New value propositions
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Questions to ask yourself:

- Are they emphasizing “Made in Canada” or alternative sourcing? This shows their supply chain
adjustments.

- Are they targeting new customer segments less sensitive to price increases? This might reveal
market opportunities you could explore.

- Are they focusing on features beyond price (service, quality, innovation)? This reveals how
they're trying to differentiate.

Where to look:
Competitor websites, social media (LinkedIn, Twitter, Facebook), Google Alerts for competitor
names, industry publications.

MEDIUM PRIORITY: WATCH FOR KEY COMPETITOR OPERATIONAL ADJUSTMENTS
What to watch for:

- Signs of supply chain changes (new suppliers, factory locations)

- New partnerships or alliances

- Investments in automation or technology

- Significant changes in product lines

Questions to ask yourself:

- Are they diversifying supply chains away from tariffed regions? This indicates longer-term
strategic shifts.

- Are they investing in efficiency improvements? This suggests they're focusing on cost reduction.

- Are they forming new alliances or partnerships? This could create new competitive dynamics.

Where to look:
Industry publications, trade journals, online forums, LinkedIn (for personnel changes and company
announcements), conversations with suppliers and customers.

LOWER INITIAL PRIORITY: TRACK GOVERNMENT POLICY & CUSTOMER BEHAVIOR
While these areas may become more important over time, they can initially receive less attention:

- Government Policy: Monitor for tariff exemptions, new trade agreements, and support
programs for SMEs affected by tariffs.

- Customer Behavior: Watch for shifts in consumer demand, product preferences, and
purchasing patterns in response to tariff-driven price changes.
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2. Leverage Digital Tools for Competitive Insights: Your Low-Cost
Toolkit

Free and low-cost digital tools are invaluable resources for SMEs with limited budgets. Start by
setting up Google Alerts and social media monitoring.

STARTER TOOLS: FREE GOOGLE RESOURCES

- Google Alerts
Set up email alerts for competitor names, key product categories, “Canadian tariffs,” “US tariffs
on Canadian goods,” and relevant industry keywords.
- Action step: This week, set up 3-5 Google Alerts focused on your key competitors and tariff-
related terms.

- Google Trends
Explore search trends for your products and industry to understand shifting customer interests
and identify emerging trends.

- Google Analytics
If you track website traffic, analyze where visitors come from to understand which online
channels your competitors are successfully using.

STARTER TOOLS: SOCIAL MEDIA MONITORING

- Linkedin, Bluesky, X, Facebook
Monitor competitor company pages and key employee profiles for announcements, messaging
changes, and customer engagement.
- Action: Identify the top 3 social media platforms your key competitors use and spend 15
minutes daily reviewing their activity.

- Social Listening Tools
Consider free trials of platforms like Brandwatch or Hootsuite to track broader industry
conversations and sentiment around tariffs and competitors.

ONGOING RESOURCES: INDUSTRY PUBLICATIONS & ONLINE FORUMS

- Canadian Industry Publications & Trade Journals
Regularly read sector-specific publications for market analysis, competitor profiles, and
discussions on tariff impacts.

- Online Forums & Industry Associations
Engage with Canadian industry associations like CME, Canadian Chamber of Commerce, and
sector-specific groups. Many offer free newsletters, reports, and member forums.
- Action step: This week, explore websites of industry associations relevant to your sector and
sign up for their newsletters.
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3. Benchmarking: Understanding Your Competitive Position Realistically

Benchmarking helps you understand where you stand compared to competitors, but for SMEs, it
needs to be practical and focused. Prioritize cost structure and efficiency benchmarking.

HIGH PRIORITY: COST STRUCTURE BENCHMARKING

What to compare:

Compare your key cost categories (raw materials, production, logistics, overhead) as a percentage
of revenue against similar SMEs or industry averages.

Practical methods for SMEs:

- Industry Association Data
Many Canadian industry associations publish anonymized industry-wide cost ratios and
performance benchmarks.
- Action step: Research associations relevant to your sector and explore their data offerings.

- Peer-to-Peer Benchmarking
Network with owners of non-competing SMEs in similar industries to informally share and
compare key ratios.

- Public Company Reports
While less directly comparable, financial reports of larger public companies in your sector
can provide insights into industry trends and cost structures. Focus on ratios and trends, not
absolute numbers.

MEDIUM PRIORITY: EFFICIENCY BENCHMARKING

What to compare:

Key operational metrics like inventory turnover, production cycle times, and sales per employee
against industry averages or peer benchmarks.

Where to find data:
Industry association data, operational metrics from industry reports, internal data tracking and
trend analysis.

LOWER INITIAL PRIORITY: MARKET PERFORMANCE BENCHMARKING

What to compare:

Market share trends, sales growth rates, customer acquisition costs, and customer retention
against industry averages or comparable peers.

Where to find data:
Industry reports, market research publications, internal sales data analysis.
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BENCHMARKING BEST PRACTICES FOR SMES

- Focus on Key Ratios
Percentages and turnover rates are often more useful and easier to compare than absolute
financial numbers.

- Choose Appropriate Comparison Targets
Focus on SMEs of similar size in similar markets, or robust industry averages. Be cautious about
direct comparisons to much larger companies.

- Understand Data Limitations
Industry data is often aggregated and may not perfectly reflect your specific business. Use it as
a directional guide, not as absolute targets.

- Track Trends Over Time
Regular benchmarking is most valuable when it shows how your performance is changing
relative to competitors or industry norms.

4. Adaptive Strategy: Turning Intelligence into Action

Competitive intelligence only creates value when it drives strategic adjustments. In a tariff war,
agility and scenario planning become your most powerful tools.

SCENARIO PLANNING FRAMEWORK

- 1. ldentify Key Uncertainties
What are the biggest unknowns in the trade war that will impact your business?

- 2. Develop Scenarios
Create 2-3 plausible scenarios such as “Tariffs Remain High,” “Tariffs Partially Reduced,” or
“Trade War Escalates.”

- 3. Develop Adaptive Strategies for Each Scenario
For each scenario, outline specific actions in these key areas:

Refine Pricing Strategies:

- Dynamic Pricing: Implement flexible pricing models that allow quick adjustments based on
competitor actions, input costs, and demand changes.

- Value-Based Pricing: Emphasize the value you offer (quality, service, features) to justify your
pricing rather than competing solely on price.

- Strategic Price Adjustments: Decide when to absorb tariff costs to maintain market share,
when to pass them on to protect margins, and when to adjust prices strategically for specific
customer segments.

Adjust Product Offerings:

- Value Engineering: Systematically analyze your products to identify cost-saving
opportunities without significantly reducing functionality or customer value. Could you use
alternative materials, simplify designs, or streamline production?

- Product Diversification: Expand your product line to reduce reliance on tariff-sensitive goods.
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Consider new products less affected by tariffs or that target new customer segments.

- Value-Added Services: Enhance service offerings (faster delivery, extended warranties,
customization) to differentiate your business. Services are often less tariff-sensitive than
physical goods.

Optimize Operational Tactics:

- Efficiency Improvements: Pursue operational efficiencies identified through benchmarking.
Streamline processes, reduce waste, optimize inventory, and improve productivity.

- Supply Chain Diversification: Consider partial diversification of your supply chain to reduce
reliance on tariff-affected sources. This might include near-shoring (shifting to Canadian or
Mexican suppliers) or sourcing from countries outside the US-Canada trade conflict.

Resource tip: Consult Export Development Canada (EDC) for guidance, but recognize this
is a longer-term undertaking. Start by building resilience within your existing supply chain.

- Strategic Partnerships & Collaboration:

- Form or join industry groups to collectively address tariff challenges

- Work more closely with existing suppliers and distributors to find cost savings

- Consider partnerships with complementary Canadian businesses to expand market reach
or share resources

Action Items: Putting Competitive Intelligence to Work
Start with these high-priority actions:

THIS WEEK

- Set up Google Alerts & Social Media Monitoring
Create alerts for key competitors and tariff terms. Identify and begin monitoring competitor
social media channels.

- Schedule Regular Intelligence Reviews
Set up bi-weekly team meetings to review competitive intelligence data. Assign responsibilities
for monitoring different areas.
- Action step: Schedule your first review meeting this week.

NEXT TWO WEEKS

- Conduct Initial Benchmarking
Focus on cost structure and efficiency benchmarking using industry association data or peer
comparisons. |dentify 2-3 key areas for potential improvement.

NEXT MONTH

- Develop Scenario-Based Plans
Create flexible contingency plans for different trade war scenarios, focusing on pricing, product
offerings, and operational tactics.
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ONGOING

- Consider Basic Market Analytics Tools
If budget allows, subscribe to key industry reports or basic market analytics tools that provide
data on pricing and competitor activities.

- Integrate Benchmarking into Planning
Use benchmark findings to set realistic targets, identify strategic priorities, and track progress.

- Explore Collaborative Opportunities
Investigate industry consortia, supply chain collaboration, and partnerships with
complementary businesses.

- Manage Stress & Communication
Acknowledge the challenges of navigating a trade war. Maintain clear communication with your
team, focus on actionable steps, and celebrate small wins.
- Resource tip: Explore mental health resources from organizations like the Canadian Mental
Health Association and the BDC.
- Action step: Hold a team meeting to openly discuss challenges and strategies, emphasizing
teamwork and resilience.

Conclusion: Resilience and Strategic Adaptation - Your SME Advantage

A trade war creates undeniable challenges, but by embracing competitive intelligence and proactive
adaptation, your Canadian SME can do more than survive—you can find new pathways to success.

By focusing your competitive lens, using low-cost tools, benchmarking realistically, and planning
for different scenarios, you'll position your business to navigate these turbulent times and
potentially emerge stronger. Remember that SMEs are known for their adaptability—this is your
inherent advantage. Use it.

KEY RESOURCES FOR CANADIAN SMES

- Export Development Canada (EDC): Visit their website for resources on trade wars, supply
chain diversification, and international trade

- Business Development Bank of Canada (BDC): Explore resources on competitive intelligence,
SME support, and economic outlook

- Canadian Manufacturers & Exporters (CME)

- Canadian Chamber of Commerce

- Statistics Canada - Industry Statistics: Search for benchmarking data and industry statistics

- Innovation, Science and Economic Development Canada (ISED): Find SME resources and
trade information

- Canadian Mental Health Association (CMHA): Access resources for managing business stress
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Corporate Structuring
for Tariff Optimization:
Long-Term Strategic
Considerations

INTRODUCTION

This chapter builds on our previous foundation to provide actionable strategies for Canadian

SMEs doing lot of business with the United States under tariff conditions. We focus specifically on
accounting and legal approaches that are practical, cost-conscious, and implementable for small to
medium enterprises.

KEY STRATEGIES
We'll explore five key strategy areas that address both accounting and legal perspectives:

- 1. Contract and Pricing Strategies: Making your agreements work in a tariff environment

- 2. Supply Chain Optimization: Finding cost-effective sourcing alternatives

- 3. Corporate Structure Considerations: Exploring advantageous business arrangements

- 4. Financial Management Approaches: Protecting your financial stability

- 5. Legal Risk Management: Staying compliant and prepared for challenges
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1. Contract and Pricing Strategies

REVIEWING YOUR EXISTING CONTRACTS
What to do:

- Have your legal team examine all current US client and vendor contracts

- Look specifically for clauses related to tariffs, duties, and trade regulation changes

- Pay special attention to force majeure and price adjustment provisions

Accounting considerations:

- Assess how your contracts handle cost fluctuations

- Analyze whether tariff costs can be passed to clients or must be absorbed

- Calculate potential impact on your profit margins under different scenarios

Legal considerations:

- Determine if tariff-related clauses are legally enforceable

- ldentify possible grounds for renegotiation if tariffs significantly alter economics

- Understand how Canadian and international trade law might apply

Cost-saving tip: Use in-house expertise, university legal clinics, and supports from various
economic development organizations for initial reviews and save external specialists for complex

contracts only.

CREATING BETTER NEW CONTRACTS
What to do:

- Include explicit tariff provisions in all new agreements with US partners

- Develop specific clauses for:
- Price adjustments triggered by tariff changes
- Currency fluctuation protection
- Clear mechanisms for passing tariff costs to the appropriate party

Accounting considerations:

- Design pricing models that factor in tariff risks

- Create systems to track tariff expenses separately for better visibility

- Ensure tariff handling complies with accounting standards
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Legal considerations:

- Draft provisions that work under both Canadian and US law

- Create clear, unambiguous language to prevent future disputes

- Make sure new clauses align with the rest of your contract terms

Cost-saving tip: Develop standardized contract templates with tariff provisions that can be used
repeatedly.

2. Supply Chain Optimization

DIVERSIFYING YOUR VENDORS AND SOURCES
What to do:

- Evaluate alternatives to US suppliers for key inputs or components

- Research Canadian suppliers or companies in countries with favorable trade agreements

- Compare total costs including tariffs, shipping, lead times, and quality

Accounting considerations:

- Conduct detailed cost-benefit analysis of alternative suppliers

- Account for currency exchange impacts with new international vendors

- Calculate potential savings versus switching costs

Legal considerations:

- Review current vendor contracts for termination provisions and penalties

- Understand import regulations when considering new source countries

- Conduct appropriate due diligence on potential new suppliers

Cost-saving tip: Use online supplier directories and trade databases for initial research before
committing resources. Various low-cost or free “Al” tools can also help speed up initial research.

CONSIDERING “NEAR-SHORING"” OR “RE-SHORING"
What to do:

- Investigate moving production closer to home (near-shoring) or back to Canada (re-shoring)

- Consider Mexico or other countries with favorable trade relationships

- Research potential government incentives for bringing production to Canada
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Accounting considerations:

- Analyze long-term costs including capital expenditures and labor

- Compare ongoing tariff burden against relocation expenses

- Consider tax implications of different production locations

Legal considerations:

- Research regulatory environments in potential production locations

- Review applicable trade agreements (CPTPP, CETA, etc.)

- Identify Canadian government programs that might provide support

Cost-saving tip: Start with online research and government trade resources before investing in

detailed feasibility studies.

3. Corporate Structure Strategies

EXPLORING US SUBSIDIARY OR JOINT VENTURE OPTIONS
What to do:

- Ifinitial assessment looks promising, analyze establishing a US presence

- Consider options ranging from sales office to full manufacturing subsidiary

- Evaluate partnership possibilities with established US companies

Accounting considerations:

- Model financial implications of different structures including:
- Transfer pricing between parent and subsidiary
- Consolidated financial reporting requirements
- Tax obligations in both countries
- Potential withholding taxes

Legal considerations:

- Understand requirements for establishing US business entities

- Address corporate governance across jurisdictions

- Consider liability protection and risk management

- Protect intellectual property and existing contracts

Cost-saving tip: Take a phased approach, starting with feasibility study before committing to full

restructuring.
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LEVERAGING SPECIAL ECONOMIC ZONES AND TRADE PROGRAMS
What to do:

- Research Special Economic Zones (SEZs) in both Canada and the US

- Investigate Canadian programs supporting businesses affected by tariffs

- Identify export/import support initiatives that might apply to your situation

Accounting considerations:

- Understand special reporting requirements for these programs

- Quantify potential financial benefits and tax incentives

- Account for application and compliance costs

Legal considerations:

- Verify eligibility criteria and application processes

- Ensure ongoing compliance with program regulations

- Maintain proper documentation for program participation

Cost-saving tip: Use government websites and trade associations for initial research on available
programs.

4. Financial Management Strategies

STRENGTHENING CASH FLOW MANAGEMENT
What to do:

- Develop robust cash flow forecasts incorporating tariff scenarios

- Create stress-tested budgets to assess resilience under different conditions

- Implement tighter budget controls during tariff uncertainty

Accounting considerations:

- Use scenario planning to model tariff impacts on revenue and costs

- Monitor key financial ratios closely for early warning signs

- Adjust inventory management strategies to account for tariff costs
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Legal considerations:

- Understand potential contract breaches that might result from financial pressures

- Prepare to address payment disputes related to tariff issues

- Review financial covenants in loan agreements that might be affected

Cost-saving tip: Use existing accounting resources and basic spreadsheets for initial scenario
planning.

MANAGING CURRENCY RISK
What to do:

- Implement strategies to handle exchange rate fluctuations, which tariffs often influence

- Consider hedging approaches appropriate for your business size

- Negotiate contracts in Canadian dollars when reasonable

Accounting considerations:

- Track and properly account for foreign currency transactions

- Apply appropriate accounting standards for currency translation

- Document hedging strategies properly in financial statements

Legal considerations:

- Review contracts to ensure currency provisions are adequate

- Understand legal aspects of any hedging agreements

- Verify enforceability of currency clauses across jurisdictions

Cost-saving tip: Start with basic currency risk management approaches before implementing
complex hedging.
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5. Legal Risk Management

ENSURING TARIFF COMPLIANCE
What to do:

- Maintain meticulous documentation of all import/export transactions***

- Stay current on tariff classifications and regulatory changes

- Develop clear internal processes for managing tariff payments
**Note: maintaining an import/export audit trail is extremely important for businesses involved in
international trade. You can be asked to “show your homework” at any time to prove compliance under

trade rules and agreements. Remember, tariffs are not the only tool governments can use to deter trade.

Legal considerations:

- Get expert advice on proper tariff classification

- Understand customs regulations and documentation requirements

- Develop compliance protocols to avoid penalties

Accounting considerations:

- Accurately record all tariff expenses

- Ensure compliance with relevant accounting standards

- Maintain auditable records of all cross-border transactions

Cost-saving tip: Invest in staff training on documentation and compliance to prevent costly
mistakes. Remember, its not the work that kills you: it's the rework (and fines, and increased
border friction, and stress, and customer dissatisfaction...)

PREPARING FOR POSSIBLE DISPUTES
What to do:

- Review dispute resolution mechanisms in your contracts

- Understand options under international trade agreements

- Prepare for potential conflicts with US clients or vendors related to tariffs
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Legal considerations:

- Know your options (negotiation, mediation, arbitration, litigation)

- Understand legal frameworks for cross-border disputes

- Review contracts for dispute resolution provisions

Accounting considerations:

- Be prepared to quantify and document financial losses

- Track dispute-related expenses appropriately

- Understand financial disclosure requirements during disputes

Cost-saving tip: Develop basic understanding of dispute processes before issues arise to enable
faster, more cost-effective response.

Implementation Roadmap

Below is a clear, step-by-step plan to help Canadian SMEs manage tariff risks when doing
business with the United States. It's organized by phases and focuses on practical actions,
owners, timelines, and cost-saving opportunities. Use this plan as a blueprint you can adapt to
your company'’s size and needs.

PHASE 1

Immediate Steps

1. CREATE A TARIFF RESPONSE TEAM

- What to Do: Identify the right people from Finance, Legal, Operations, and Sales. Assign a
project lead who coordinates all efforts—both internally and with outside advisors.

- Owners: CEO/COO sets the team'’s purpose; CFO and legal counsel run daily tasks.

- Cost-Saving Tip: Tap existing team structures rather than creating new ones.

2. QUICKLY REVIEW EXISTING CONTRACTS

- What to Do: Have an internal or low-cost legal expert review your contracts with U.S. customers

and suppliers. Focus on clauses about tariffs, price adjustments, and currency matters.
- Owners: Legal lead (in-house or external), with input from CFO for cost implications.
- Timeline: Finish initial reviews in 4-6 weeks.

- Cost-Saving Tip: Use a standard checklist for all contracts; escalate only tricky cases.
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3. MEASURE TARIFF IMPACT IN YOUR FINANCIALS
- What to Do: Update your cash flow and profit-and-loss forecasts, building in various tariff
scenarios. Spot which financial ratios (like debt coverage) might be stressed.

- Owners: CFO and Finance Team.
- Cost-Saving Tip: Basic spreadsheet modeling tools are often enough to get started.

PHASE 2

Short-Term Adjustments

4. DEVELOP TARIFF-FRIENDLY CONTRACT TEMPLATES
- What to Do: Draft new clauses for price adjustments, currency fluctuations, and tariff-related
cost responsibilities. Make sure they comply with both Canadian and U.S. law.

- Owners: Legal Lead creates the templates; CFO/Finance reviews how pricing is structured.

- Cost-Saving Tip: Adapt industry association templates instead of drafting from scratch.

. CHECK SUPPLY CHAIN OPTIONS
What to Do: See if you can diversify suppliers or even move production to Canada or Mexico.
Weigh total costs (tariffs, shipping, and any penalties for ending old contracts).

N

- Owners: COO/Operations Team checks vendors; CFO models costs; Legal reviews contract issues.

- Cost-Saving Tip: Use free or low-cost resources (e.g., government trade offices, directories) to
research suppliers.

.STRENGTHEN CASH FLOW AND MANAGE CURRENCY RISK
What to Do: Improve the frequency of your cash flow forecasts. Explore simple currency
hedging strategies (like forward contracts). Negotiate in Canadian dollars if possible.

v o

- Owners: CFO and Treasury/Finance.

- Cost-Saving Tip: Use straightforward hedging options from your existing bank before going to
specialized providers.
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PHASE 3

Medium-Term Strategies

7. CONSIDER RESTRUCTURING YOUR BUSINESS
- What to Do: Check whether setting up a U.S. subsidiary, joint venture, or another arrangement
could lower tariffs. Research legal, tax, and operational requirements.

- Owners: CEO/CFO consult with external lawyers and tax specialists.

- Cost-Saving Tip: Begin with a small sales office or partnership before committing to a full
subsidiary.

8. EXPLORE SPECIAL ECONOMIC ZONES & TRADE PROGRAMS

- What to Do: Look for SEZs in both Canada and the U.S. that might offer duty benefits. Check for
government incentives or grants supporting re-shoring or export-focused operations.

- Owners: CFO and Legal, possibly with support from a government liaison.

- Timeline: Research alongside business restructuring (Months 6-9).

- Cost-Saving Tip: Government websites and trade associations usually list available programs
for free.

PHASE 4

Long-Term Risk Management

9. FORMALIZE COMPLIANCE AND RECORD-KEEPING

- What to Do: Write down your processes for tariff classification and customs paperwork. Train
employees on documentation best practices. Consider regular internal audits or an outsourced
auditor.

- Owners: COO for operational rules; Legal for regulatory compliance.

- Timeline: Continue indefinitely with an audit every 6-12 months.

- Cost-Saving Tip: Designate an “Internal Compliance Champion” rather than building a full team.

10. SET UP A DISPUTE RESOLUTION PLAN
- What to Do: Standardize how you'll handle cross-border contract disputes over tariffs. Keep
thorough financial records in case you need to prove damages.

- Owners: Legal, CFO, and outside experts as needed.

- Timeline: Integrate dispute clauses into contracts by Month 12; review them yearly or whenever
regulations shift.

- Cost-Saving Tip: Negotiate fixed rates with a specialized law firm to save on legal fees.
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Keeping the Momentum

- 1. Annual Review
Reassess tariffs, trade agreements, and internal processes every year. Check industry
associations and government bulletins for updates.

- 2.0ngoing Team Training
Continuously educate your finance and operations teams on trade rules and import/export
guidelines.

- 3. Professional Support
Use internal resources or lower-cost advisors for routine tasks, and save the specialized experts
for big, complex issues.

Resources for Canadian SMEs

- Canadian Chamber of Commerce: General business support and trade information
https:/www.chamber.ca/

- Export Development Canada (EDC): Export advice and risk management https:/www.edc.ca/

- Government of Canada - Trade and International Affairs: Trade policies and regulations
https://international.canada.ca/en/services/business/trade

- Canadian Tax Foundation: Tax professional directory and resources https://www.ctf.ca/

- Canadian Bar Association: Legal professional directory and resources https:/www.cba.org/

- Industry Associations: Specific trade organizations relevant to your sector often provide
targeted resources

Next Steps

While this playbook provides a framework for navigating tariff challenges, we strongly recommend
consulting with qualified legal and accounting professionals who specialize in international trade.
This guide helps you prepare for those consultations and implement immediate, cost-effective
measures while developing your longer-term strategy.

Disclaimer: This playbook provides general guidance for informational purposes only and

does not constitute professional legal or financial advice. SMEs should consult with qualified
professionals for advice tailored to their specific circumstances.
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Module 12

Decoding Government
Relief: Grants & Incentives
for Tariff-impacted
Canadian SMBs

Understanding Your Options When Tariffs Hit

When trade disputes and tariffs affect your business, government support programs can provide
crucial financial relief. While specific tariff-response programs typically emerge on an as-needed
basis, you can take immediate, low-cost steps to position your business for assistance when it
becomes available.

This guide will help you understand how to identify, prepare for, and secure government assistance
for your tariff-impacted business.

Six Practical Strategies You Can Implement Today

1. STAY INFORMED THROUGH OFFICIAL CHANNELS
The foundation of accessing relief is knowing when and where it becomes available. Set up a simple
but effective monitoring system:

- Primary Government Resources to Watch:
- Innovation, Science and Economic Development Canada (ISED) website
- Department of Finance Canada announcements
- Your provincial economic development agency

- Make Monitoring Effortless:
- Bookmark these websites for quick daily checks
- Subscribe to their email newsletters (look for “Stay Connected” sections)
- Set up Google Alerts for keywords like “Canadian tariff relief” and “SME trade assistance”

Why this matters: Government relief programs often launch with limited application windows.
Being among the first to know gives you time to prepare a strong application.
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2. ACCESS FREE EXPERT ADVICE THAT'S ALREADY AVAILABLE
The Canadian government offers specialized advisory services at no cost to businesses like yours:

- Export Development Canada (EDC):
- What they offer: Free consultations on adapting export strategies during trade disruptions
- How to access: Visit the EDC website’s “Support” section and request advisory services
- What to ask: Specific guidance on navigating tariff challenges for your industry

- Canadian Trade Commissioner Service (TCS):
- What they offer: On-the-ground intelligence from trade commissioners worldwide
- How to access: Use their website to find commissioners specializing in your sector
- What to ask: Market diversification options and strategies to overcome trade barriers

Pro tip: These advisors work with hundreds of businesses facing similar challenges. They can often
share anonymized best practices that have worked for others in your situation.

3. BUILD YOUR “TARIFF IMPACT DOSSIER”
Before applying for any relief program, prepare a compelling case document that clearly
demonstrates how tariffs affect your business:

Essential Data to Collect:

- Before-and-after cost comparisons for imported materials

- Sales data showing reduced exports or margins

- Supply chain disruption timeline and impacts

- Staffing implications (reduced hours, hiring freezes, etc.)

Create a Clear Narrative:

- Draft a 1-2 page executive summary that tells your business’s story

- Include specific examples of how tariffs directly impact your operations

- Outline adaptation steps you've already taken to mitigate damage

Why this matters: Grant applications often require evidence of need. Having this dossier ready
allows you to quickly customize applications for specific programs as they emerge.
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4. ORGANIZE YOUR OPPORTUNITY TRACKING SYSTEM
Create a simple system to track potential funding opportunities as you discover them:

Set Up a “Grant Calendar” Using:

- Aspreadsheet with program details

- Adigital calendar with application deadlines and reminders

- A central folder for program documentation

Track These Key Details for Each Program:

- Program name and administering agency

- Key eligibility requirements that apply to your business

- Application deadlines and required documentation

- Estimated preparation time needed

- Potential funding amount or benefit

Time-saving approach: Create a template application with your standard business information
that you can quickly adapt for different programs.

5. UNDERSTAND COMMON ELIGIBILITY REQUIREMENTS
While each program has unique criteria, most government business support follows common
patterns:

Typical Eligibility Factors:

- Canadian incorporation and principal operations in Canada

- Size classification as an SME (often based on employee count or revenue)

- Industry sector (some programs target specific sectors)

- Project alignment with government priorities (innovation, sustainability, etc.)
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Documentation Usually Required:

- Business registration and tax information

- Financial statements (often 2-3 years)

- Business plan or project proposal

- Impact assessment (where your tariff dossier becomes valuable)

Preparation step: Review your business documentation to ensure everything is current and
organized for quick access when applications open.

6. CONSIDER STRATEGIC GOVERNMENT RELATIONS (WHEN NECESSARY)

While not a first step, professional guidance can sometimes help navigate complex funding landscapes:

Before Hiring Specialists:

- Exhaust the free resources above

- Check if your industry association offers government relations support

- Consider whether your local Chamber of Commerce provides advocacy assistance

If You Need More Help:

- Look for specialists with experience in your specific industry

- Ask for success rates with similar businesses

- Consider project-based engagements rather than ongoing retainers

Cost-effective alternative: Many business schools have student consulting programs where
advanced students can help research government programs as practical projects.

Your Immediate Action Plan

© This Week: Designate a team member to lead government relief monitoring

© Within 14 Days: Begin building your tariff impact dossier with available data

© Within 30 Days: Schedule consultations with EDC or TCS advisors

© Ongoing: Set aside 30 minutes weekly to review government announcements
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Remember: Preparation Creates Opportunity

The businesses that access government relief most effectively are rarely the largest or most
politically connected—they’re the most prepared. By implementing these strategies now, you'll be
ready to act quickly when specific tariff relief programs become available.

Even without perfect information about future programs, these preparation steps cost little
beyond your time and position your business to respond quickly to changing circumstances.

Additional Resources

- Innovation, Science and Economic Development Canada

- Export Development Canada

- Canadian Trade Commissioner Service

- Department of Finance Canada
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BOARD OF TRADE

The Toronto Region Board of Trade is one of the largest and
most influential chambers of commerce in North America and
is a catalyst for the region’s economic growth agenda. Backed
by more than 11,500 members, we pursue policy change to
drive the growth and competitiveness of the Toronto region,
and facilitate market opportunities with programs, partnerships
and connections to help our members succeed - domestically
and internationally.

For more on making Toronto one of the most competitive and
sought-after business regions in the world, visit bot.com and
follow us at @TorontoRBOT.

The World Trade Centre Toronto (WTC-T) is the trade services
and scale-up arm of the Toronto Region Board of Trade. It
offers comprehensive programs, consultancy, and expertise to
help Canadian businesses accelerate their growth and trade,
enhancing their competitiveness.
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