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US Coercion and EU Responses
Should the EU make use of its Anti-Coercion Instrument?

On 24 November 2025, the US Commerce Secretary, Howard Lutnick, linked a possible
reduction of US tariffs on steel and aluminum imports from the EU to a reform of the EU’s
regulation of the digital economy and to recent EU competition policy cases against tech giants
of the US digital economy, such as Google, Apple, and Meta: ‘If they can come up with a
balanced approach [to digital economy regulation, Joachim Schild] then we will, together with
them, handle the steel and aluminum issues and bring that on together. So that is on the table’
(Ft.com, 24 November 2025).

Teresa Ribera, the Commission’s Executive Vice-President for a Clean, Just and Competitive
Transition, found strong words in her reaction to Lutnick’s statement: ‘It is blackmail’. The EU’s
digital rule book should not be linked to trade negotiations, she told POLITICO in an interview.
‘The European digital rulebook is not up for negotiation’, she added (Politico.eu, 27 November
2025).

The Trump-Il administration and the president had repeatedly criticized the EU’s regulation of
the digital economy, notably the Digital Markets Act (DMA), constraining the market power of
large digital platforms, and the Digital Services Act (DSA), serving the purpose of fighting hate
speech and protecting fundamental rights of users in the digital space. In their Joint Statement
on a United States-European Union framework on an agreement on reciprocal, fair and
balanced trade, both sides ‘commit to address unjustified digital trade barriers’ (point 17).
President Trump threatened tariffs and export controls, hitting countries that tax or regulate
digital players in a way he considers to be discriminatory towards US digital tech companies
(Ft.com, 24 November 2025). Commerce Secretary Lutnick's demands made this general threat
more concrete and operational. His move can be considered to be a case of geoeconomic
coercion, using economic instruments to pursue political goals. How should the EU react to
this threat?
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It could make use of the Anti-Coercion Instrument (ACI), adopted in November 2023
(Regulation EU 2023/2675). The US threats indeed fit the definition of economic coercion
defined in Article 2.1 of this regulation:

“For the purposes of this Regulation, economic coercion exists where a third country
applies or threatens to apply a third-country measure affecting trade or investment in
order to prevent or obtain the cessation, modification or adoption of a particular act by
the Union or a Member State, thereby interfering in the legitimate sovereign choices of
the Union or a Member State.”

The origin of the EU’s ACI can partly be traced back to cases of economic coercion during
Trump's first term in office, when the US Congress imposed sanctions against firms involved in
the German-Russian North Stream-2 pipeline project and when Trump threatened to use tariffs
to punish France if it introduced a digital tax that would mainly be applied to the big US digital
tech companies, which earn high profits doing business in Europe but are barely taxed in the
EU.

The EU sees the ACI primarily as a deterrence instrument in its trade policy arsenal. But what
can be done if deterrence fails, as it obviously did in the case of the US? Should the EU use
some of the policy responses that the ACI regulation specifies as options in its Annex |, such as
new or increased customs duties, restrictions on imports and exports of goods and services,
restrictions on inbound Foreign Direct Investments, or the access of US companies to EU public
procurement markets or EU financial markets?

Caving in when facing US threats could have strong and lasting negative consequences for the
EU. It would reward US economic coercion and create strong incentives for the Trump
administration to repeatedly make use of this instrument of economic statecraft. However,
retaliation by the EU, using the ACI, could set in motion a self-reinforcing dynamic of escalation,
undermining the welfare of both sides. This could display similarities to the ‘pathological
learning’ analyzed by Dieter Senghaas in the field of nuclear deterrence and arms races, where
seemingly ‘rational’ steps from either side lead to irrational collective outcomes. Furthermore,
using the ACI, sometimes referred to as the ‘'nuclear option’ or the 'big bazooka’ in the EU’s
trade policy toolbox, is a strategic option only for weaker opponents on whom the EU can
threaten to inflict more damage than the other way round. Concepts from (nuclear) deterrence
theory are useful to understand this logic. Retaliation — or the threat thereof — is rational only
in cases where the EU benefits from escalation dominance. In strategic studies and deterrence
theory, Herman Kahn introduced the metaphor of an escalation ladder, representing increasing
levels of conflict, with escalation dominance referring to the ability of one side to benefit from
a superior position and power resources over a rival at every rung of this escalation ladder.

In EU-US trade relations, escalation dominance is on the US side. In Trump's language: the EU
‘does not have the cards’. This is the case because the US can link trade issues with security
issues and make full use of the dependence of European states on the US security guarantee
and their inability to provide effective military support to Ukraine without help from the US.
The highly asymmetric EU-US Turnberry trade deal (27 July 2025) and the resulting framework
agreement between the two sides (21 August 2025) testify to this, as the US used the threat of
reducing military support to Ukraine to reap concessions from the EU. In the sober assessment
by the EU’s director general for trade and economic security, part of the EU team in Scotland,
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Sabine Weyand: ‘these were not negotiations’ with a give and take. 'The EU side was under
massive pressure to find a quick solution in order to stabilize the transatlantic relationship,
notably regarding security guarantees’ (interview with the German newspaper Stddeutsche
Zeitung, author’s translation). Escalation dominance was clearly on the US side. The same
asymmetry would characterize an escalating trade conflict if the EU were to use its ACl against
the US. The highly plausible perception on the US side that it would benefit from a situation of
escalation dominance — to have the cards — explains why deterrence failed, that is why the US
administration dared to move a rung up on the escalating ladder with Commerce Secretary
Lutnick’s remarks and threats.

Does the EU then have to cave in? No, there are other options than using the ACI, in the short,
medium and long term. The first option would consist of making available compensation funds
for EU economic sectors and industries hit by US coercive moves intended to obtain EU policy
concessions. Compensating European targets of US coercion might buy time and reduce the
incentives for the US to use economic coercion in the future. These funds might be the price
to pay for increasing the EU’s digital sovereignty in transatlantic relations.

A medium-term option could be to identify and strengthen the EU’s own position regarding
goods on which the US (or other potentially hostile trading partners) depend, and which they
cannot substitute easily. Asymmetric interdependence in favour of the EU could then be used
as leverage to deter or counter coercive moves by the US administration.

A long-term option would be to accelerate European investment in defence to reduce the
vulnerability coming with the security dependence on the US. This holds true notably regarding
military equipment in areas of greatest dependence on the US, such as intelligence,
surveillance, reconnaissance technologies (e.g. satellite high-resolution imagery), strategic
airlift capacities, tanker aircraft and long-range precision strike capabilities, to name a few.
European rearmament efforts of this type not only protect against military aggression from
Russia, but might also make economic coercion by the US less likely or EU retaliation threats
more credible.
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