Multilateral Strategies for Canada: Building Alliances in a Low-Trust World

Issue

Canada faces an international environment marked by strategic mistrust, trade
weaponization, and the corrosion of multilateral legal frameworks. The old playbook of
defensive diplomacy is no longer sufficient. Canada must now act boldly to harness the
instability of this new era, using it as a springboard to create innovative partnerships and
sovereign economic platforms. This is a moment for strategic construction, not sentimental
preservation.

Analysis

Canada's economic sovereignty cannot survive as a passive participantin a system it no
longer controls. Recent trade disruptions, tariffs weaponized through emergency powers,
and the erosion of treaty predictability (as outlined in USMCA disputes and WTO paralysis)
underscore this existential moment.

The fragmentation of the rules-based international order has produced volatility but also
opportunity. Many countries share Canada's frustration with the erosion of predictable
global governance. Allies and emerging partners alike are searching for credible
alternatives to both Washington's unilateralism. Rather than lamenting the collapse of
multilateralism, Canada must lead in designing the next generation of international
cooperation. That means moving beyond reactive policy and proposing proactive
structures: new "Plurilateral Innovation Compacts" (PICS) and "Digital Sovereignty
Accords" (“DSA”) that reflect Canadian values and economic interests.

The global contest is not merely about goods crossing borders. It is about who sets the
rules for the intangible economy—data, algorithms, standards, and intellectual property.
Canada must help define these rules, not merely abide by those written elsewhere. This
requires strategic courage. Nostalgia for a bygone "special relationship" with the United
States must give way to a new model: Canada as a builder of law, trust, and innovation in a
chaotic world.

Canada is uniquely positioned to lead. Itis trusted, legally sophisticated, and relatively
unburdened by imperial baggage. It can act as a convener of like-minded states seeking
lawful, interoperable, and democratic rules for the intangible economy.

The rule of law is a strategic equalizer. In a low-trust environment, forging legally grounded,
value-based, plurilateral compacts is not only smart policy, but also national security.

Canada must move first. And we must move now.
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Considerations

Option A : Passive Adaptation
e Pros: Low risk; avoids diplomatic friction.
e Cons: Leaves Canada marginalized in emerging regulatory regimes dominated by
larger powers.

Option B: Traditional Retrenchment
e Pros: Emphasizes existing multilateral institutions (e.g., WTO).
e Cons: Ineffective in current gridlock; risks strategic irrelevance.

Option C: Strategic Multilateral Leadership (Recommended)
e Pros: Positions Canada as a first mover in shaping future global norms; aligns with
national innovation and sovereignty priorities.
e Cons: Requires investment in diplomacy, regulatory agility, and coalition-building.

Recommendation: A Strategic Blueprint for New Multilateralism

1. Launch "Plurilateral Innovation Compacts” (PICS)
o Create sector-specific, enforceable agreements in fields like Al governance, digital
infrastructure, biotechnology, and open-source platforms.
e Embed Canadian principles such as algorithmic transparency, IP retention, and
data sovereignty into the new standards.
e Convene trusted partners: EU members, Japan, Australia, New Zealand, Singapore,
South Korea, and willing states from the Global South.

2. Propose a"Digital Sovereignty Accord" at the G7
e Canada can use its chair role at the G7 to champion enforceable commitments on
lawful cross-border data flows, algorithmic accountability, and the localization of
publicly funded IP.
e Position Canadian standards as the "price of admission" into new trusted digital
supply chains.

3. Build Modular Alliances
e Design agreements that are modular and scalable: allow countries to opt into
sectors (e.g., Al standards, healthtech) without requiring universal accession.
e Maintain flexibility while ensuring enforceable core commitments.

4. Anchor Talent and Innovation at Home
e Tie public R&D investments to domestic IP retention and job creation.
e |ntroduce "brain return" provisions for Canadians educated with public funds who
emigrate within five years.
e Consider a crown or sovereign wealth fund to support public R&D and STEM
education.
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5. Plurilateral Innovation Compacts to reverse the Brain Drain
e (Consider expedited immigration status based on net Canadian benefit and
provision of national research grants for US STEM researchers dismissed from US
research bodies (CDC, NIH, US Universities).
e Canada's stable regulatory environment, high-quality education system, and
political neutrality as additional strengths when attracting talent and investment.

6. Embed Resilient Industrial Capacity
e Use Canada's critical minerals, energy, Al expertise, and clean tech as strategic
assets to negotiate preferential market access.
e Integrate value-added processing and innovation domestically, not just extraction
and raw export.

Prepared by: Prof. Barry Appleton, New York Law School, Center for International Law,
Fellow, Balsillie School of International Affairs, Managing Partner, Appleton & Associates
International Lawyers LP, Toronto. May 2025.
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