
Middle Power Realism: Assessing the Canadian Model and 
Its Implications for Australia 
1.0 Introduction: The Greengrocer's Dilemma in Global Politics 

The global order is undergoing a fundamental and irreversible shift. For middle powers like Canada and Australia, the post-
Cold War framework that guaranteed a degree of security and prosperity in exchange for compliance—the so-called "rules-
based order"—is no longer a reliable shield. To continue acting as if this system functions as advertised is to engage in a 
form of strategic denial, a concept eloquently captured by the Czech dissident Vaclav Havel in his parable of the 
greengrocer. For decades, middle powers kept the "Rules-Based Order" sign in their window, participating in a ritual they 
knew was increasingly false, not out of conviction, but to signal compliance and avoid trouble. The power of that system 
came not from its truth, but from a collective willingness to perform as if it were true. 

This pretense is no longer tenable. As Canadian Prime Minister Mark Carney declared in his pivotal address on January 20, 
2026: "The rules-based order is fading. The strong do what they can and the weak suffer what they must. Compliance will no 
longer buy safety." This report analyzes Canada's response to this new reality—a strategic posture of "value-based 
realism"—and assesses its potential implications for Australia's strategic and business landscape. To understand Canada’s 
new path, one must first grasp the fundamental breakdown of the previous global bargain. 

2.0 The Rupture: Why the Old Global Bargain is Broken 

It is strategically vital to recognize that the current global shift is not a temporary transition but a permanent rupture. This 
profound change fundamentally alters the risk calculus for nations and businesses that have built their prosperity on the 
foundations of global integration. The core bargain that underpinned the previous era has been unilaterally voided by the 
world's most powerful actors, leaving compliant middle powers dangerously exposed. 



The Broken Bargain of Hegemony  

The Old Bargain (Rhetoric) The New Reality (Truth) 

We accepted asymmetrical enforcement of trade rules. We 
ignored that international law applied with varying rigor 
based on identity. We placed the sign in the window. 

Great powers now exempt themselves openly. 
Compliance no longer guarantees protection. The 
architecture of collective problem solving is under 
threat. 

IN EXCHANGE FOR: Public goods provided by US hegemony 
(open sea lanes, stable finance, collective security). 

THE RESULT: If you are not at the table, you are on 
the menu. 

This rupture has given rise to the era of "Weaponized Interdependence." The very instruments that once fostered mutual 
benefit and global growth—supply chains, financial infrastructure, and tariffs—have been transformed into vulnerabilities 
to be exploited, tools for coercion, and levers for geopolitical leverage. The premise of shared prosperity through 
integration has been replaced by a harsher reality. As the source material bluntly states, "You cannot live within the lie of 
mutual benefit when integration becomes the source of your subordination." 

This forces middle powers to choose a new path, rejecting unsustainable options. These include "Option A: The Fortress," 
which leads to a poorer, more fragile, and less sustainable outcome, and "Option B: Submission," which results in the 
performance of sovereignty while accepting subordination. A third path is required. 

3.0 Canada's Strategic Response: The Framework of "Value-Based Realism" 

In response to the global rupture, Canada has articulated a new strategic doctrine: "Value-Based Realism." This framework 
is not a retreat from the world but a pragmatic third path designed to share the cost of sovereignty without surrendering it. 
It is an attempt to navigate the world "as it is," not as one might wish it to be, by balancing core principles with a clear-eyed 
assessment of national interest. 

This new doctrine is constructed on two core, balanced components: 



• Principled: An unwavering commitment to the foundational elements of international law, including the UN Charter, 
the defense of territorial integrity, and respect for human rights. 

• Pragmatic: A focus on engaging the world "as it is," recognizing that interests among nations will inevitably diverge 
and that not every partner will share the same values. 

Central to this doctrine is a redefinition of what it means to be a sovereign nation in the 21st century. Sovereignty is no 
longer "grounded in rules, but... anchored in the ability to withstand pressure." To build this new form of pressure-resistant 
sovereignty, Canada has erected two practical and mutually reinforcing pillars. 

3.1 Pillar 1: Building Domestic Strength 

The strategic imperative behind building a "bulletproof domestic economy" is clear: it is the necessary foundation for an 
independent foreign policy. This is not an isolationist turn inward, but a calculated move to reduce the economic leverage 
that enables coercion by other states. A nation earns the right to a principled foreign policy by first securing its own 
resilience. Canada has undertaken a series of decisive actions to achieve this: 

1. Fast-tracked Investment: A $1 trillion investment is being channeled into strategic sectors, including energy, AI, 
critical minerals, and new trade corridors to enhance economic capacity and autonomy. 

2. Internal Market Unification: All federal barriers to interprovincial trade have been removed, creating a more 
efficient and unified domestic market. 

3. Economic Growth Drivers: Tax cuts on income, capital gains, and investment have been implemented to spur 
growth, making Canada the second-fastest-growing economy in the G7 and delivering the #1 absolute job creation in 
the G7. 

4. Defense Industrial Base: Defense spending is set to double by 2030, with investment directed in ways that 
simultaneously build domestic industrial capabilities. 

3.2 Pillar 2: The Strategy of "Variable Geometry" 



As a core diplomatic strategy, Canada has adopted the concept of "Variable Geometry." This flexible, mission-based 
approach explicitly rejects the need to choose between competing hegemons. Instead, it focuses on building coalitions with 
different partners on an issue-by-issue basis, creating a dense web of connections based on shared, specific interests. This 
framework allows for pragmatic cooperation even with actors who may be rivals in other domains. The approach is to 1. 
Identify Shared Interests, 2. Build Density issue-by-issue, and 3. Create a dense web of connections. This logic can be 
illustrated as follows: 

• Zone 1 (Climate & Trade): In this arena, Canada collaborates with partners such as the EU, China, and the Global 
South, where interests in climate action and trade align. 

• Zone 2 (Security & Defense): For matters of collective security, Canada's partners are its traditional allies, including 
NATO, the US, and Ukraine. 

• Zone 3 (Resources & AI): On strategic issues like securing critical resources and developing artificial intelligence, 
Canada works with a coalition including the G7, Japan, and Australia. 

This dynamic web of overlapping partnerships is supported by a new, diversified approach to international trade that 
moves beyond traditional blocs. 

4.0 Securing the Future: A Focus on Critical Minerals and AI 

Canada's strategic framework identifies critical minerals and artificial intelligence as two pivotal sectors for securing future 
sovereignty and economic resilience. This focus is not arbitrary; these sectors represent the foundational pillars of 21st-
century power, with critical minerals serving as the physical backbone of the energy and digital transition, and AI forming 
the cognitive and operational backbone of the future economy. The overarching goal is clear: "diversification is the material 
foundation for an honest foreign policy." By reducing dependence in these key areas, a nation reduces its vulnerability to 
retaliation and earns the freedom to act on its principles. 

4.1 Critical Minerals: The G7 Buyer's Club 



The strategy for critical minerals is centered on diversifying supply away from concentrated, high-risk sources. This is a 
direct response to the weaponization of supply chains, designed to reduce vulnerability to economic coercion. The primary 
mechanism for achieving this is the formation of a "G7 Buyer's Club," a coalition of allied nations working together to 
secure and stabilize the supply of materials essential for the green and digital transitions. 

4.2 Artificial Intelligence: A Coalition of Democracies 

In the realm of artificial intelligence, the strategic goal is to cooperate with like-minded democracies to avoid being forced 
to choose between competing "hegemons and hyperscalers." By building a coalition of trusted partners, middle powers 
can collectively shape the standards and applications of AI technology, ensuring it aligns with democratic values. The key 
partners identified in this cooperative effort are the US, EU, UK, Japan, South Korea, and Australia. 

This targeted focus on future-facing industries demonstrates a clear understanding that a nation's strategic autonomy will 
be determined by its position in the supply chains and technological ecosystems of tomorrow. 

5.0 Implications for Australia: A Blueprint for a Fellow Middle Power? 



 

As a fellow middle power facing nearly identical geopolitical pressures, Australia can draw significant lessons from Canada's 
strategic shift. The Canadian model provides a compelling blueprint for navigating a world where traditional assumptions 
about security and prosperity no longer hold. A critical assessment of this framework reveals potential challenges and 
significant opportunities for Australia's traditional alliances and its broader economic posture. 

5.1 Re-evaluating Traditional Alliances: AUKUS and Five Eyes 

Adopting a framework of "value-based realism" would have profound implications for Australia's cornerstone security 
arrangements, forcing a re-evaluation of the balance between deep integration and sovereign resilience. 



• Shift from Reliance to Resilience: Deep integration, as exemplified by AUKUS, is a valid form of collective 
investment. However, in a world where hegemons act transactionally, such arrangements risk becoming points of 
leverage against the smaller partner. A focus on resilience would demand that such partnerships enhance, rather 
than subordinate, Australia's sovereign capabilities. 

• Diversification vs. Exclusivity: The Canadian "variable geometry" approach, which seeks flexible, issue-based 
coalitions, stands in contrast to the exclusive nature of AUKUS. A realist posture might question whether such deep, 
singular commitments limit Australia's ability to hedge against uncertainty and withstand pressure from multiple 
directions. 

• Pragmatism and Trust: A pragmatic engagement with China on trade and climate, as pursued by Canada, could 
create significant friction within the Five Eyes intelligence alliance, which often relies on a shared threat assessment. 
This highlights a growing tension between economic interests and security imperatives. 

• Demand for Equity: "Taking the sign down" implies that middle powers will no longer accept the "asymmetrical" 
nature of past alliances. This could lead to demands for more transparent and equitable partnerships where burdens 
and benefits are shared more explicitly, moving beyond historical loyalty to arrangements based on clear-eyed 
mutual interest. 

5.2 Opportunities for Australian Business and Policy 

The Canadian model offers a clear economic playbook for middle powers seeking to thrive in a more competitive and 
fragmented world. The core lessons for Australian business and policymakers are threefold: 

• Domestic Hardening: The first priority is to build a resilient domestic economy capable of withstanding external 
pressure. This requires strategic investment in sovereign capabilities across key sectors like critical minerals, 
advanced manufacturing, AI, and energy. 

• Trade as a Web: The strategy of diversifying trade relationships beyond traditional blocs to create a "dense web of 
connections" is crucial. This reduces dependence on any single partner—whether a customer or a supplier—and 
builds a broader base for economic stability. 



• Identifying a National Value Proposition: Canada has clearly identified its core strengths: an energy superpower, 
vast critical minerals reserves, deep capital strength, and elite talent. Australia must undertake a similarly rigorous 
self-assessment to define and articulate its unique value proposition in a world where nations must “give ourselves 
more than others can take away.” 

6.0 Conclusion: Taking the Sign Down 

  

The central message of the middle power realism doctrine is one of clear-eyed acceptance and determined action. The old 
order is not returning, and as the analysis makes plain, "nostalgia is not a strategy." This new path requires the honesty to 
name the global reality of great power rivalry and weaponized interdependence. It demands a national commitment to 
building domestic strength as the material foundation for a principled foreign policy. Finally, it calls for the courage to act 
together with like-minded partners in new, flexible coalitions, sharing the costs of sovereignty to secure a collective future. 
The time for living within a lie is over. 



“The powerful have their power, but we have something too. The capacity to stop pretending... to build our strength at home, and 
to act together.” 

 


