
29/01/2026, 12:28MAGA Delusions of Economic Leverage - Paul Krugman

Página 1 de 9https://paulkrugman.substack.com/p/maga-delusions-of-ec…=post-expanded-share&utm_medium=web&triedRedirect=true

MAGA Delusions of Economic Leverage
Europe can easily stand up to Trump’s bullying

PAUL KRUGMAN
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We’ll keep doing this until you give us Greenland

I hope that Trump’s threat to impose escalating tari4s on European countries if they
don’t hand over Greenland will <nally bury “TACO Trump” wishful thinking. For
TACO Trump was always based on a belief that, on some level, Trump is rational: that
when the disastrous consequences of his actions hit, he backs down.
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Monty Python and The Holy Grail Monks (with subtitles)
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But it’s now undeniable that Trump is completely irrational. No, his obsessive thirst
for Greenland isn’t about national security. Under the NATO alliance, the U.S. already
had liberty to do what it wanted strategically. And as withVenezuela, any mineral
deposits that Greenland possesses may be too expensive to extract to be investible.

Trump himself has told us what’s going on: he’s throwing a temper tantrum over not
receiving a Nobel Peace Prize — not how he put it, but that was the gist of his text to
Norway’s prime minister. And there’s no reason to disbelieve him, even though Scott
Bessent says that quoting Trump’s own words is a “complete canard.”

True, beating the drum about Greenland serves multiple other purposes: deRecting
attention from Renee Good’s murder, the Epstein <les, and his sagging poll ratings;
humiliating the Europeans, who he hates for their decency and strong democracies;
and getting another testosterone rush from Rexing American military muscle. But it’s
mostly just a tantrum.

However, we can say something about the likely e4ects of his attempt to coerce
Europe with tari4s — namely, that it won’t work. Only in Trump’s fantasies does
American possess huge economic leverage over Europe. To the extent that we have any
leverage over them, it’s matched by the leverage they have over us.

Allow me to explain. The starting point for any discussion of Trump’s tari4 threats
should be the observation that tari4s are a tax on U.S. consumers and businesses, not
foreigners.

That’s what economists believed before Trump started his tari4 spree; the results of
his tari4s show that they were right. Foreign producers have not, contrary to Trump’s
predictions, absorbed the tari4s by signi<cantly cutting the prices they were charging
U.S. customers.

This is clear when one looks at data on average import prices. For example, in 2025 the
average tari4 on goods imported from China went from 11 percent to 37 percent, but
the average price the U.S. was paying for those goods fell only slightly, less than 3

https://www.nytimes.com/2026/01/05/world/europe/trump-greenland-why.html
https://paulkrugman.substack.com/p/its-sundowning-in-america
https://www.cnbc.com/2026/01/19/trump-ties-greenland-stance-to-not-getting-nobel-peace-prize.html
https://www.wsj.com/economy/trade/americans-are-the-ones-paying-for-tariffs-study-finds-e254ed2e
https://budgetmodel.wharton.upenn.edu/issues/2025/12/23/effective-tariff-rates-and-revenues-updated-december-23-2025
https://fred.stlouisfed.org/graph/fredgraph.png?g=1QIn8&height=490
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percent.

And a new study from the Kiel Institute for World Economics o4ers a more precise
estimate based on detailed trade data: in 2025, foreigners absorbed only 4 percent of
the cost of Trump’s tari4s. This means that Americans are paying 96 percent of the
cost of the tari4s.

So Trump’s imposition of tari4s on European nations that have sent troops to
Greenland is basically a declaration that he will punish American consumers and
businesses until Europe gives him what he wants.

But won’t Europe be hurt by loss of U.S. export markets? Maybe, but not by much. The
European economy is huge — almost as big, in dollar terms, as the U.S. economy —
and doesn’t depend crucially on the U.S. market. It’s worth noting that very high US
tari4s on China haven’t appeared to slow China’s economic growth at all.

Furthermore, if America and Europe get into a trade war, U.S. companies will be hit as
hard as European companies. That’s because America sells almost as much to Europe
as Europe sells to America:

https://www.kielinstitut.de/publications/americas-own-goal-who-pays-the-tariffs-19398/
https://www.reuters.com/world/asia-pacific/chinas-q4-gdp-grows-45-yy-just-ahead-market-forecast-2026-01-19/
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Source: Bureau of Economic Analysis

More precisely, U.S. producers sell about 8 dollars’ worth of goods and services to
Europe for every 9 dollars’ worth of European sales to America. And even that small
asymmetry is largely a statistical illusion caused by leprechaun economics: Irish
subsidiaries of U.S. companies, especially pharmaceutical producers, charge their
parent companies inRated prices so as to shie reported pro<ts to Ireland, which has a
lower corporate tax rate.

Now, you may be tempted to dismiss concerns about European retaliation, claiming
that European leaders are weak and timid. That’s surely what Trump thinks, and it has
been true in the past. But is it still true? The reason Trump is imposing tari4s on eight
European countries is that they dared to send troops to Greenland to forestall a
possible U.S. invasion — a pretty gutsy move.

https://en.wikipedia.org/wiki/Leprechaun_economics
https://substackcdn.com/image/fetch/$s_!3wQL!,f_auto,q_auto:good,fl_progressive:steep/https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F40422455-f41d-421a-b98e-2f436b30364a_1190x798.png
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Or look at the way Europe has completely replaced the United States in supporting
Ukraine:

Source: Ukraine Support Tracker

Beyond the fact that Europe is toughening up militarily, it has the capacity to be
tough, acting in unity, in international trade. Individual European countries don’t
choose their own tari4 rates: The European Commission sets tari4s for the EU as a
whole.

https://www.kielinstitut.de/publications/news/ukraine-support-tracker-europe-fails-to-offset-us-aid-drop/
https://substackcdn.com/image/fetch/$s_!Kgjw!,f_auto,q_auto:good,fl_progressive:steep/https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F73852d44-9860-4bab-9068-ec080f16053a_1382x1210.png
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Furthermore, the EU has a procedure — the Anti-Coercion Instrument — designed to
allow the rapid imposition of serious sanctions against any nation that tries to use
economic pressure “to pressure the European Union or an EU Member State into
making a particular choice.” This instrument, nicknamed the trade bazooka, was
designed with China in mind, but it obviously applies to the United States right now,
as Trump tries to use tari4s to force European nations to acquiesce in his Greenland
land grab.

In fact, the legal basis for sti4 European retaliation against the U.S. looks in<nitely
stronger than the legal basis for Trump’s tari4s. But the Supreme Court keeps
emboldening Trump by repeatedly delaying a ruling on the legality of hisinvocation of
emergency powers to impose most of his tari4s. At this point the Court’s cowardice is
unmistakable; the justices’ robes must be drenched in Rop sweat.

It’s possible, of course, that Europe will fail to use the power it has. TACO Trump is
wishful thinking, but Europe has oeen chickened out in the past. The predicament
Europeans <nd themselves in now is the result of their previous lack of resolve. And
the next time around will only be worse.

So hopefully Europe has learned its lesson with Trump. Because if it has, Trump’s
bullying won’t go the way he expects.

MUSICAL CODA

How about some European music?

https://policy.trade.ec.europa.eu/enforcement-and-protection/protecting-against-coercion_en

