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Amazonʼs Antitrust Antagonist
Has a Breakthrough Idea
With a single scholarly article, Lina Khan, 29, has reframed decades of monopoly law.
By David Streitfeld
Sept. 7, 2018

The dead books are on the top ﬂoor of Southern Methodist University’s law library.
“Antitrust Dilemma.” “The Antitrust Impulse.” “Antitrust in an Expanding Economy.” Shelf after shelf of volumes ignored for decades.
There are a dozen fat tomes with transcripts of the congressional hearings on monopoly power in 1949, when the world was in ruins and
the Soviets on the march. Lawmakers believed economic concentration would make America more vulnerable.
At the end of the antitrust stacks is a table near the window. “This is my command post,” said Lina Khan.
It’s nothing, really. A few books are piled up haphazardly next to a bottle with water and another with tea. Ms. Khan was in Dallas quite a
bit over the last year, reﬁning an argument about monopoly power that takes aim at one of the most admired, secretive and feared
companies of our era: Amazon.
The retailer overwhelmingly dominates online commerce, employs more than half a million people and powers much of the internet itself
through its cloud computing division. On Tuesday, it brieﬂy became the second company to be worth a trillion dollars.
If competitors tremble at Amazon’s ambitions, consumers are mostly delighted by its speedy delivery and low prices. They stream its
Oscar-winning movies and clamor for the company to build a second headquarters in their hometowns. Few of Amazon’s customers, it is
safe to say, spend much time thinking they need to be protected from it.
But then, until recently, no one worried about Facebook, Google or Twitter either. Now politicians, the media, academics and regulators are
kicking around ideas that would, metaphorically or literally, cut them down to size. Members of Congress grilled social media executives
on Wednesday in yet another round of hearings on Capitol Hill. Not since the Department of Justice took on Microsoft in the mid-1990s has
Big Tech been scrutinized like this.
Amazon has more revenue than Facebook, Google and Twitter put together, but it has largely escaped sustained examination. That is
beginning to change, and one signiﬁcant reason is Ms. Khan.

At the S.M.U. library in Dallas, Ms. Khan was ﬁnding inspiration from books that
predated the price-based era of monopoly law. Brandon Thibodeaux for The New York Times
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In early 2017, when she was an unknown law student, Ms. Khan published “Amazon’s Antitrust Paradox” in the Yale Law Journal. Her
argument went against a consensus in antitrust circles that dates back to the 1970s — the moment when regulation was redeﬁned to focus
on consumer welfare, which is to say price. Since Amazon is renowned for its cut-rate deals, it would seem safe from federal intervention.
Ms. Khan disagreed. Over 93 heavily footnoted pages, she presented the case that the company should not get a pass on anticompetitive
behavior just because it makes customers happy. Once-robust monopoly laws have been marginalized, Ms. Khan wrote, and consequently
Amazon is amassing structural power that lets it exert increasing control over many parts of the economy.
Amazon has so much data on so many customers, it is so willing to forgo proﬁts, it is so aggressive and has so many advantages from its
shipping and warehouse infrastructure that it exerts an inﬂuence much broader than its market share. It resembles the all-powerful
railroads of the Progressive Era, Ms. Khan wrote: “The thousands of retailers and independent businesses that must ride Amazon’s rails
to reach market are increasingly dependent on their biggest competitor.”
The paper got 146,255 hits, a runaway best-seller in the world of legal treatises. That popularity has rocked the antitrust establishment, and
is making an unlikely celebrity of Ms. Khan in the corridors of Washington.
She has her own critics now: Several leading scholars have found fault with Ms. Khan’s proposals to revive and expand antitrust, and
some have tried to dismiss her paper with the mocking label “Hipster Antitrust.” Unwilling or perhaps unable to accept that a woman
wrote a breakthrough legal text, they keep talking about bearded dudes.
Ms. Khan was born in London to Pakistani parents who emigrated to the United States when she was 11. She is now 29, an Amazon critic
whose Amazon account is largely inactive, newly married to a Texas doctor who uses his Amazon Prime account all the time. Ms. Khan was
supposed to move this summer to Los Angeles, where she had a clerkship with Stephen Reinhardt, the Ninth Circuit Court of Appeals judge
and liberal icon, but he suddenly died in March. Instead, Ms. Khan is set to start a fellowship at Columbia this fall, and is considering other
projects as well. There is no shortage of parties that want her advice on how to reckon with Big Tech.
“As consumers, as users, we love these tech companies,” she said. “But as citizens, as workers, and as entrepreneurs, we recognize that
their power is troubling. We need a new framework, a new vocabulary for how to assess and address their dominance.”
At the S.M.U. library in Dallas, Ms. Khan was ﬁnding that vocabulary. These dead books, many from an era that predated the price-based
era of monopoly law, were an inﬂuence and an inspiration. She was planning to expand her essay into a book, she said in an interview here
in June.
Then her life shifted, and she abruptly went from an outsider proposing reform to an insider formulating policy. Rohit Chopra, a new
Democratic commissioner at the Federal Trade Commission, pulled her in as a temporary adviser in July, at a time when urgent questions
about privacy, data, competition and antitrust were suddenly in the air. The F.T.C. is holding a series of hearings this fall, the ﬁrst of their
type since 1995, on whether a changing economy requires changing enforcement attitudes.
The hearings will begin on Sept. 13 at Georgetown University Law Center. Two panels will debate whether antitrust should keep its narrow
focus or, as Ms. Khan urges, expand its range.
“Ideas and assumptions that it was heretical to question are now openly being contested,” she said. “We’re ﬁnally beginning to examine
how antitrust laws, which were rooted in deep suspicion of concentrated private power, now often promote it.”
Genuinely original voices are rare in Washington policy circles, and Mr. Chopra is pleased to have Ms. Khan in his camp. “It’s rare to come
across a legal prodigy like Lina Khan,” he said. “Nothing about her career is typical. You don’t see many law students publish
groundbreaking legal research, or research that had such a deep impact so quickly.”
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Jeff Bezos, the founder of Amazon.

David Ryder/Getty Images

Then: Rockefeller. Now: Bezos.
Ida Tarbell, the journalist whose investigation of Standard Oil helped bring about its breakup, wrote this about John D. Rockefeller in
1905:
“It takes time to crush men who are pursuing legitimate trade. But one of Mr. Rockefeller’s most impressive characteristics is patience. …
He was like a general who, besieging a city surrounded by fortiﬁed hills, views from a balloon the whole great ﬁeld, and sees how, this
point taken, that must fall; this hill reached, that fort is commanded. And nothing was too small: the corner grocery in Browntown, the
humble reﬁning still on Oil Creek, the shortest private pipeline. Nothing, for little things grow.”
When Ms. Khan read that, she thought: Jeff Bezos.
Her Yale Law Journal paper argued that monopoly regulators who focus on consumer prices are thinking too short-term. In Ms. Khan’s
view, a company like Amazon — one that sells things, competes against others selling things, and owns the platform where the deals are
done — has an inherent advantage that undermines fair competition.
“The long-term interests of consumers include product quality, variety and innovation — factors best promoted through both a robust
competitive process and open markets,” she wrote.
The issue Ms. Khan’s article really brought to the fore is this: Do we trust Amazon, or any large company, to create our future? In think
tanks and universities, the battle has been joined.
“It’s one thing to say that antitrust enforcement has gotten far too weak,” said Daniel Crane, a University of Michigan scholar who doesn’t
agree with Ms. Khan but credits her with opening up a much-needed debate. “It’s a bridge much further to say we should go back to the
populist goal of leveling playing ﬁelds and checking ʻbigness.’ ”
As Mr. Crane writes in a forthcoming law review article: “Antitrust law stands at its most ﬂuid and negotiable moment in a generation.”
The resistance is ﬁerce and prominent. Herbert Hovenkamp, an antitrust expert at the University of Pennsylvania Law School, wrote that
if companies like Amazon are targeted simply because their low prices hurt competitors, we might “quickly drive the economy back into
the Stone Age, imposing hysterical costs on everyone.”
Timothy Muris, a former chairman of the F.T.C., and Jonathan Nuechterlein, a former F.T.C. general counsel, published a paper in June that
was a response to Ms. Khan and the antitrust reform movement. Called “Antitrust in the Internet Era,” it was about the A.&P. grocery
chain.
A.&P. essentially invented the modern supermarket in the 1920s. With its low prices, wide range of products and penchant for disruption,
the chain became the leading retailer of its era. It owned 70 factories and eliminated middlemen, which allowed it to keep costs down. Yet,
Mr. Muris and Mr. Nuechterlein wrote, “A.&P.’s very popularity triggered a backlash.” The government pursued A.&P. on antitrust
grounds during the 1940s, egged on by competitors that could not compete. After decades of decline, A.&P. shut its doors for good in 2015.
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The analogies with Amazon are explicit. Don’t let the government pursue Amazon the way it pursued A.&P., Mr. Muris and Mr.
Nuechterlein warned.
“Amazon has added hundreds of billions of dollars of value to the U.S. economy,” they wrote. “It is a brilliant innovator” whose
“breakthroughs have in turn helped launch new waves of innovation across retail and technology sectors, to the great beneﬁt of
consumers.”
Amazon itself could not have made the argument any better. Which isn’t surprising, because in a footnote on the ﬁrst page, the authors
noted: “We approached Amazon Inc. for funding to tell the story” of A.&P., “and we gratefully acknowledge its support.” They added at the
end of footnote 85: “The authors have advised Amazon on a variety of antitrust issues.”
Amazon declined to say how much its support came to in dollars. It also declined to comment on Ms. Khan or her paper directly, but issued
a statement.
“We operate in a diverse range of businesses, from retail and entertainment to consumer electronics and technology services, and we
have intense and well-established competition in each of these areas,” the company said. “Retail is our largest business today and we
represent less than 1 percent of global retail.”

“As consumers, as users, we love these tech companies,” Ms. Khan said. “But as citizens,
as workers, and as entrepreneurs, we recognize that their power is troubling. We need a
new framework, a new vocabulary for how to assess and address their dominance.”
Lexey Swall for The New York Times

ʻWeʼre at the Very Beginning of Solutions to Thisʼ
The ﬁrst time Ms. Khan held power to account involved a Starbucks in suburban New York that was banning students from sitting down.
Ms. Khan decided to write an article about the policy; Starbucks wouldn’t answer her questions, but she managed to interview the
employees. The New York Times picked up on the tempest, leaning on her reporting. Ms. Khan was 15, a correspondent for her high school
newspaper.
Her father was a management consultant; her mother an executive in information services. Ms. Khan went to Williams College, where she
wrote a thesis on the political philosopher Hannah Arendt. She was the editor of the student paper but worked hard at everything.
“We were routinely emailing each other on separate ﬂoors of the library as it was closing at 2 a.m.,” said Amanda Korman, a classmate.
Like many a wonkish youth, Ms. Khan headed to Washington after graduating in 2010, applying for a position at the left-leaning New
America Foundation. Barry Lynn, who headed the organization’s Open Markets antimonopoly initiative, seized on her application. “It’s so
much easier to teach public policy to people who already know how to write than teach writing to public policy experts,” said Mr. Lynn, a
former journalist.
Ms. Khan wrote about industry consolidation and monopolistic practices for Washington publications that specialize in policy, went to Yale
Law School, published her Amazon paper and then came back to Washington last year, just as interest was starting to swell in her work.
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In the summer of 2017, Open Markets was ejected from New America amid messy accusations that it displeased Google, a prominent
funder, after the company was rebuked by European regulators for anticompetitive behavior. The think tank is now independent.
“Polls show huge concerns about concentrated power, corporate power, but if people are asked, ʻDo we have a monopoly problem?’ they
answer, ʻI don’t know,’ ” said Mr. Lynn. “They don’t have the language for it.”
Amazon’s $14 billion purchase of Whole Foods in the summer of 2017 — a startling move into physical retail — was almost a watershed, but
not quite. Rep. David Cicilline of Rhode Island, the ranking Democrat on the Subcommittee on Regulatory Reform, Commercial and
Antitrust Law, called for hearings but did not get them.
“The whole country has been struggling to understand why the economy is not operating in the right way,” Mr. Cicilline said. “Wages have
remained stagnant. Workers have less and less power. All we’re trying to do is create a level playing ﬁeld, and that’s harder when you
have megacompanies that make it virtually impossible for small competitors.” He added, “We’re at the very beginning of solutions to this.”
Somewhere in the midst of all this, Ms. Khan found the time to marry Shah Ali, a doctor now doing a cardiology fellowship in Dallas, which
explains why she was camping out at the S.M.U. law library. The honeymoon was in Hawaii. Dr. Ali took Jane Austen’s “Persuasion,”
because he hadn’t reread it in a while. Ms. Khan brought a book on corporations and American democracy.

“It’s rare to come across a legal prodigy like Lina Khan,” said Rohit Chopra, a new
Democratic commissioner at the Federal Trade Commission. “Nothing about her
career is typical. You don’t see many law students publish groundbreaking legal
research, or research that had such a deep impact so quickly.”
Lexey Swall for The New York Times
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ʻThe New Brandeisiansʼ Lacks a Certain Something
The battle for intellectual supremacy takes place less these days in learned journals and more on social media, where tongues are sharp
and branding is all. This is not Ms. Khan’s strong suit. She is always polite, even on Twitter. One consequence is that she didn’t give much
thought about what to call the movement to reboot antitrust. Neither did anyone else.
That presented an opening for the reformers’ critics, who have tried with a limited degree of success to popularize the term “Hipster
Antitrust.” Konstantin Medvedovsky, an antitrust lawyer in New York, came up with the label last summer in a tweet that was responding
to a tweet that was responding to a tweet by Ms. Khan.
“Antitrust Hipsterism,” he wrote. “Everything old is cool again.”
Mr. Medvedovsky, who calls Ms. Khan’s article “the face of this movement,” said the term was designed to be “playful rather than
pejorative.”
Admirers of Ms. Khan and her fellow reformers have sometimes called them the New Brandeis School or the New Brandeisians, after
Louis Brandeis, the Progressive Era foe of big business. As brands go, these are somewhat less catchy than “Hipster Antitrust.”
The April issue of the journal Antitrust Chronicle, edited by Mr. Medvedovsky, features a drawing of a bearded man on the cover right
above the words “Hipster Antitrust.” In the middle of an article by Philip Marsden, a professor of competition law and economics at the
College of Europe in Bruges, there’s a photograph of a bearded man taking a selﬁe next to the chapter heading “Battle of the Beards.” It is
perhaps relevant that only one of the 12 authors or experts in the issue is female.
The Hipster issue was sponsored by Facebook, another sign that Big Tech is striving to shape the monopoly-law debate. The company
declined to comment.
Things are moving fast, so there is a lot to write papers about.
Mr. Chopra, with Ms. Khan’s assistance, pushed the argument further on Sept. 6 with a 14-page ofﬁcial comment that suggested the F.T.C.
bring back a tool buried in its toolbox: the ability to make rules.
Contemporary antitrust regulation, the commissioner wrote, is conducted in the courts, which makes it numbingly slow and dependent on
high-paid expert witnesses. He called for the agency to use its authority to issue rules that would “advance clarity and certainty” about
what is, and what is not, an unfair method of competition.
These rules would not be “some inﬂexible prescription” but standards, guidelines, pointers or presumptions, he wrote. Since everyone
affected by a proposed rule would have the opportunity to weigh in on it, the process would be more democratic.
There is more than an echo here of Ms. Khan’s notion that the past can help rescue the future.
“These are new technologies and new business models,” Ms. Khan said. “The remedy is new thinking that is informed by traditional
principles.”

Antitrust Foot Soldiers
Big Tech’s great strength is that it is everywhere. Hardly anyone can live without it. But that omnipresence can be a weakness too. Just
ask Facebook. It was the only global social media network, an enviable position — until it wasn’t. Ideas for regulating Facebook that were
once unimaginable are now on the table.
Ms. Khan was not the ﬁrst to criticize Amazon, and she said the company was not really her target anyway. “Amazon is not the problem —
the state of the law is the problem, and Amazon depicts that in an elegant way,” she said.
From Amazon’s point of view, however, it is a problem indeed that Ms. Khan concludes in the Yale paper that regulating parts of the
company like a utility “could make sense.” She also said it “could make sense” to treat Amazon’s e-commerce operation like a bridge,
highway, port, power grid or telephone network — all of which are required to allow access to their infrastructure on a nondiscriminatory
basis.
Ms. Khan put those ideas out there, which is how Rachel Tsuna found them.
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Last fall, the Barnard College senior was casting about for a subject for her senior thesis. “What is really interesting to you?” her adviser
asked. Ms. Tsuna, now 22, had worked for a chewing gum start-up — yes, there are such things — that sold through Amazon, and knew
ﬁrsthand the retailer’s tight grip. “Amazon is scary!” she exclaimed.
This impulsive declaration suggested a topic: Did the F.T.C. have the grounds to move against Amazon? Ms. Tsuna made little progress
until she came across Ms. Khan’s paper.
“I ﬁnally felt like I was pursuing something valid,” Ms. Tsuna said. “Lina Khan gave me the conﬁdence I needed.” The thesis, which is
quite fair to Amazon, got an A minus.
That’s the way movements begin. Little things grow.
“This is a moment in time that invites a movement,” said Ms. Khan. “It’s bigger than antitrust, bigger than Big Tech. It’s about whether
the laws serve democratic ends.”
It was late at night in late July, and she was eating a burrata concoction at a popular restaurant near the Washington apartment she uses
when not in Texas with her husband. After the death of Judge Reinhardt, her options opened up. She had the Columbia fellowship. Maybe
she would also write the book. Or go back to the F.T.C. full time. Or somehow do it all.
“Amazon is a monopoly, and I worry that it monopolizes Lina,” said her husband, Dr. Ali. “I learn about what she is doing from looking at
her Twitter feed.”
“I throw myself into things,” Ms. Khan agreed. “My life is spread out now.”
With some cajoling, she revealed her Amazon account. There were just three purchases in 18 months. An altimeter for her father, who has
taken up hiking, is the only one she will agree to have mentioned, although the other two are incredibly benign. One attribute Ms. Khan
shares with Amazon is a strong desire to control the ﬂow of information.
Somewhat to her surprise, she is becoming a public ﬁgure. Before beginning her stint at the F.T.C., she said the news of her working there
might be no more than a sentence or two at news sites that cover policy intensively. Instead it was a full-ﬂedged story. The Information, a
tech news site, declared: “Amazon Antitrust Push Slowly Gains Ground.” Politico just named her one of the Politico 50, its annual list of the
people driving the ideas driving politics.
Balancing the attention and the achievement, the expectations and the demands, is difﬁcult, perhaps impossible.
“I don’t think of my work in grandiose terms. I feel an urgency but I’m also wary of hubris,” Ms. Khan said. “Nobody has been expecting
this to succeed. I’m awed by the challenge.”
Follow David Streitfeld on Twitter: @DavidStreitfeld.
Interested in All Things Tech? Get the Bits newsletter delivered to your inbox weekly for the latest from Silicon Valley and the technology industry.
A version of this article appears in print on Sept. 9, 2018, on Page BU1 of the New York edition with the headline: Be Afraid, Jeff Bezos, Be Very Afraid
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Tenants on Move as Rents Soar in Beijing
By DU Juan/XIN Wen | China Daily | Updated: 2018-08-30 07:23
http://www.chinadaily.com.cn/a/201808/30/WS5b872ad4a310add14f388854_1.html
Real estate agencies shift focus from selling to leasing
Cao Yaomin, 27, a clerk in Beijing, is thinking of buying an apartment next year after being faced with a
rent increase of about 20 percent early this month and having no choice but to accept it.
He lives in a 60-square-meter apartment on the 2nd West Ring Road in Xicheng district. The rent was
4,700 yuan ($688) when he moved in last year after finding the apartment through the Century 21 China
real estate agency.
In August, the agency told Cao that the rent was to be raised to 5,600 yuan a month.
"Half, or even 60 percent, of my salary goes on rent, which I think is too much of a burden for me," he
said.
"I don't think soaring rents can be stopped in the short term, so I'm considering buying an apartment
next year. However, I cannot afford one in the area where I rent. I have to sacrifice the location and buy
one much farther away, which means I will have a much longer commute to work every day."
Cao is not alone in this respect, with many tenants in the capital facing rent increases this summer.
Xie Zuopeng, 25, who works for a securities company in Xicheng district, moved twice last year as a
result of such increases.
In April, he rented a two-bedroom apartment with a friend in Fengtai district through Ziroom, which is a
long-term apartment rental agency owned by the Lianjia Group.
"The rent was 5,386 yuan a month in April and it was raised to around 6,100 yuan a month in June, but I
don't want to move anymore," he said.
"It's too troublesome to move. I spend half an hour going to work by bus at present, which I think is
enough for me. So, I decided to stay even though the rent is higher."
Both Cao and Xie rent their apartments from agencies instead of from individual landlords.
As the central government has acted to control housing prices in previous years, real estate agencies
have shifted their focus from the selling to leasing business, which appears to be more profitable.
Agencies expand
In Chinese cities, agencies buy or rent apartments from individuals or landlords. They then restore the
apartments in a similar style to build up a brand and to rent to tenants. The agencies profit from the
difference in price and also charge management fees to both sides.
As these agencies, including Ziroom, YOU+ and MoFang Apartment, have gained billions of dollars in
investment and grown rapidly in the past two years, they have expanded their market share by buying a
large number of apartments. This helps them to monopolize the market and raise rents, China Real
Estate Business, a newspaper focusing on the industry, reported last week.
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Xia Lei, deputy head of the Evergrande Research Institution, co-established by the Evergrande Real
Estate Group and Tsinghua University, said capital has played an important role during the latest round
of rent increases.
"Under the pressure of competition, the agencies have kept raising capital to invest in renting
apartments to gain pricing power," Xia said. "The investors urgently want to start making money ...
which will inevitably lead to soaring rents.
"Housing prices are an economic issue, while rent is a social problem. Increased housing prices may
affect economic stability, but rapid rent growth will affect people's living quality and willingness to
consume, which will damage a city's competitiveness and attraction."
He said the government should intervene in the rental market and regulate the industry.
Zhang Dawei, chief analyst at Centaline Property Agency, said increased capital has entered the longterm rental market and transformed mid-and low-end apartments into high-end ones, resulting in rent
increases.
"In January, Ziroom announced a 4 billion yuan financing plan, with a clear target of gaining more
apartment contracts," he said.
On Aug 9 and 17, the Beijing Municipal Commission of Housing and Urban-Rural Development and other
related authorities organized meetings with major real estate agencies including Lianjia, Century 21
China and Centaline Property as well as online platforms that publish rental information. It asked them
to strictly examine information relating to the apartments and to stop operating if they did not have a
business license.
The commission also ordered the agencies not to use bank loans to buy apartments.
"The agencies should not pay a price higher than the market level to landlords in order to gain more
apartments for stock, which will drive up rents. Any realtor will be fined or closed if found to have used
unreasonably high sums to gain apartment contracts," the commission said.
On Aug 19, a group of Beijing real estate agencies held a meeting with the heads of 10 major long-term
apartment rental companies. The companies promised not to drive up rents, and to release more than
120,000 apartments from stock to the market for tenants.
Ziroom promised to provide 80,000 apartments from its stock to the market－the highest number.
Supply and demand
Even though the agencies put more apartments on the market after these meetings with the authorities
－which proved that they had been holding apartments in stock－they said publicly that the major
reason for the rent rises is a supply shortage, rather than the influence of speculation.
According to a report from Real-Data, a research institution owned by the Lianjia Group, the Beijing
municipal government has been tearing down illegal buildings and co-renting apartments to prevent
safety risks in recent months, which has led to a reduction in supply.
-29

Tenants who used to favor low-end apartments, which can be shared by several people, had to turn to
higher-level ones, which cost more.
In the past year, Beijing has torn down 59.85 million square meters of illegal construction and plans to
demolish another 40 million sq m this year.
On the other hand, the city's overall saleable area of apartments in the past year was 8.75 million sq m
and its affordable housing area was 2.67 million sq m. Beijing's total floor space for residential buildings
is 882 million sq m.
Yang Xianling, chief economist and head of RealData, said the imbalance between supply, which has
been falling, and the growing demand－especially from new graduates in summer－was the major
reason for the rent increases.
According to the institution, the average rent in Beijing in the first seven months of this year grew by
10.7 percent year-on-year and monthly increases during this time were 2.6 percent on average.
Yang said a growing number of white-collar workers are switching from co-renting apartments to
standardized apartments with better furniture provide by the agencies－another reason for the
increases.
"This trend－which is a structural improvement for the rental market－will continue for a long time," he
said in a report.
He also said people are generally moving into the city's downtown area, where rents are higher.
"The illegal buildings were mainly in suburban areas. People have to find new places to rent nearer the
downtown area. New graduates also tend to live downtown where there are more job opportunities.
High rents downtown have pulled up the average level," Yang said.
He said the supply shortage is the major cause of the rent increases, and predicted that the number of
new tenants will start to fall this month, reducing the level of such rises.
No worries
Liu Ridu, a 38-year-old Beijinger who owns four apartments in the capital, has just raised the rent from
6,000 to 7,000 yuan a month for one of his flats－a 90-sq-m apartment in Jintai Road, off the Third East
Ring Road in Chaoyang district.
"I know the rise this year is a bit strange, but for me, seeing that others have raised their rents, why
should I refuse more money?" he said.
"I don't rent my apartments to tenants directly. People seldom do that now. We rent to agencies and
pay one and a half months' rent as their fee, and then have no worries about keeping tenants. The
agencies will do that for us."
Liu said rents had usually risen by about 10 percent annually in recent years. This summer, they
increased by 17 percent in the residential community in Jintai Road, where this apartment is located.
-310

A realtor at the Beijing Maitian Real Estate Agency, surnamed Wei, who asked that his full name not be
disclosed, said agencies started to speculate on rents in May.
Before May, it took about one month on average to rent out an apartment. But after capital entered the
rental market, they take only two weeks or less to rent out, which clearly means that some agencies
have been stocking apartments.
"In the past two years, more real estate agencies that used to mainly sell properties started to focus on
the leasing business, because the property trading market was weakening," Wei said.
He added that when agencies go to landlords to obtain leasing contracts, they usually offer a price that
is 10 percent higher than the average.
Zhang, the chief analyst at Centaline Property, said rents will continue to increase because all the factors
contributing to such rises remain.
According to China Economic Weekly, up to 13 first-and second-tier cities in China saw rent increases of
more than 20 percent in the past year.
Chengdu, the capital of the southwestern province of Sichuan, ranked top with a rise of 30.98 percent
on average, followed by Shenzhen, Guangdong province, with rent growth of 29.68 percent.
Rent increases in Beijing and Guangzhou, the capital of Guangdong, also surpassed 20 percent year-onyear this month.
Zhang Guodong, 32, who works for a travel agency in Beijing, said he is considering moving to a
subsidiary in Hangzhou, the capital of Zhejiang province, if the company accepts his proposal.
"The soaring rent may be the final trigger that helps me to make up my mind," he said.
"I have been thinking about this for a few months. More and more white-collar workers in Beijing have
moved out to the Sixth Ring Road, which is far from the city center, and it has become common practice
to rent a room instead of an apartment to save money. That's not the life I want."
Zhang Guodong said he plans to go to Hangzhou to rent a place that is bigger and nearer the city center.
"I'm willing to work hard and I also want to enjoy my life," he added.
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A Modern Greek Tragedy
Adam Tooze
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Adults in the Room: My Battle with the European and American Deep Establishment
by Yanis Varoufakis
Farrar, Straus and Giroux, 550 pp., $28.00

On January 25, 2015, after five years of debt crisis and
economic and social decline that left half the country’s
young people unemployed, the Greek electorate handed
power to the most radical coalition to govern a European
country in decades. Under the leadership of the youthful
Alexis Tsipras, the Coalition of the Radical Left (Syriza)
won 36.3 percent of the vote, qualifying it for the fifty-seat
bonus awarded to the party with a plurality. To the horror of
bien pensant opinion in Berlin and Paris, it chose as its
partner in government a right-wing nationalist party, the
Independent Greeks (ANEL).
In Greece the left was jubilant. The memory of the heroic
Yanis Varoufakis; drawing by Siegfried Woldhek
anti-Nazi resistance, the civil war, and the students who rose
up against the dictatorship of the colonels in the 1970s was
vindicated. Syriza was the toast of the radical chic from Berlin to Brooklyn. Centrists were
bemused. Had such left-wing enthusiasm not had its day? NATO hawks were up in arms. With
Ukraine and Syria in mind, columnists fretted over Syriza’s possible ties to Moscow. The
oligarchs who controlled much of the Greek media were on the warpath. Tens of billions of
euros fled Greek bank accounts.
Meanwhile, Greece’s new finance minister, the ferociously charismatic and thoroughly
Anglophone Yanis Varoufakis, became a global celebrity. His glamorous lifestyle, motorcycle,
and tight T-shirts delighted the media. In Brussels, European officials still fume about his
disruptive impact on their staid proceedings. In Greece he would face charges of treason. The
appearance this fall of Varoufakis’s memoir, Adults in the Room, stirs old memories. The
legendary Greek-French filmmaker Costa-Gavras has pronounced himself so “enraged by the
violence and indifference of the Eurogroup members [i.e., the eurozone finance ministers],
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especially the German side, to the…unsustainable situation in which the Greek people live,” that
he will turn Varoufakis’s exposé into a film.

1.
The financial situation Syriza and Varoufakis inherited in January 2015 was dire. The outgoing
conservative government of the New Democracy party had failed to satisfy the demands of the
troika of Greece’s creditors—the International Monetary Fund (IMF), the European Central Bank
(ECB), and the European Commission (EC). As Tsipras and his cabinet took office, the EC was
withholding €7 billion that Greece urgently needed to make payments on debts owed to the IMF
and the ECB.
The Syriza administration did not dispute the need for reform. Indeed, it was far less entangled
with Greece’s old corruption than were the established parties it displaced. But Syriza demanded
that it be allowed to put a priority on the Greek social emergency and that it be treated as a
government among governments, not as an object of the troika’s administrative discipline. Most
fundamentally, Varoufakis insisted, the creditors had to acknowledge the obvious fact that the
restructuring of Greece’s debts in 2012 had been inadequate. At over 170 percent of the
country’s GDP in 2015, the debts were unpayable. They needed to be rescheduled and reduced.
Varoufakis suggested separating out the cost of recapitalizing Greece’s banks or linking debt
service to future economic growth. In any case, before Syriza would make further rounds of
painful social and economic changes, Varoufakis demanded a promise of long-term
sustainability.
For six months the Syriza government held out, demanding changes to the Memorandum of
Understanding with the troika. To bolster its position, on July 5, 2015, the government staged a
referendum in which 61 percent of Greeks voted to reject the creditors’ terms. France and Italy
might have been willing to grant concessions, but a bloc of conservative Eurogroup members,
led by Germany, took a hard line. Although the IMF publicly declared that Greece’s debt was
unpayable, the EC, the ECB, and Germany held firm. Rather than face expulsion from the
eurozone, after a draining marathon of negotiations, on July 13 Prime Minister Tsipras accepted
further concessional loans in exchange for another round of troika discipline. There was no debt
writedown, only the promise that one might be considered at a later date.
The hashtag #ThisIsACoup spread across Twitter. Jürgen Habermas proclaimed in an interview
that Germany had forfeited any claim to moral authority. The intransigent Greek far left split away
to form a new party, Laiki Enotita (Popular Unity). Varoufakis resigned in July and in February
2016 launched his own pan-European movement, DiEM25. Meanwhile, Tsipras lost his majority
and was forced to call new elections. But the Syriza story was not over. On September 20, 2015,
Tsipras was reelected. In the face of immense external pressure, he remains in power today.
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E ven the party’s most severe critics acknowledge that the survival of the Syriza government is a
remarkable feat. But is it any more than that? The European mainstream welcomes the humbling
of the radical left and looks forward to a future in which a tamed Greece may finally be released
from its debt program. For many of the left-wing activists who rallied to Syriza’s cause in
January 2015, Tsipras presents a sad spectacle. His government is yet another example of socialdemocratic betrayal, a repeat of the cycle that brought ignominious electoral defeat not just to the
Panhellenic Socialist Movement (PASOK), which before 2015 had been one of Greece’s two
major parties, but also to French, Dutch, German, and British socialists. Not everyone on the left
shares this view. Syriza retains the loyalty of articulate spokesmen such as Costas Douzinas,
another Greek expat academic and member of the Greek parliament, who rejects any
thoroughgoing condemnation of the party.1 For Douzinas the Syriza project was always
multipronged and must be judged accordingly.

The recalcitrant working-class culture of Syriza’s strong labor wing, rooted in the docklands of
Piraeus and northern Thessaloniki, is far removed from the globe-trotting, cosmopolitan milieu of
Varoufakis and Douzinas, but also from the Marxist intellectualism of Popular Unity. But Syriza
is also a party of the rainbow coalition. It is committed to environmentalism, prison reform, and
LGBT rights and seeks a humane solution to the refugee crisis. Though the government’s
resources are pitiful and the “deep state” is profoundly uncooperative, these are the issues on
which Syriza has made the most difference, at least by holding at bay far worse alternatives. But
to operate with any real freedom the Greek government needed to do more. It needed to loosen
the troika’s financial discipline. Above all it needed to achieve debt reduction. It was on this front
that Varoufakis’s battle was fought and lost.
If one asks European officials, the consensus is harsh: Varoufakis was a self-aggrandizing time
waster who helped ruin the Greek economy before Tsipras got rid of him. The hard-edged
intellectuals of Popular Unity agree that Varoufakis was as much a part of the problem as he was
a part of the solution. They also agree that it was a mistake for Syriza to have haggled with the
eurozone creditors. Their preferred option was for Syriza to have broken with the creditors from
the beginning.2 A “rupture,” an exit from the eurozone, in January or February 2015 might have
sustained the momentum of Syriza’s election victory.
The opportunity for a break was there. Germany and its allies seemed ready to countenance
immediate Grexit. But on February 20, Varoufakis thought that he had found the basis for a
serious renegotiation of terms. Days later it was clear that the creditors had no intention of
making the least concession. Why did the Greek government not simply walk away? Why did it
stay at the table in a doomed attempt to reason with the Eurogroup? Given his identification with
the left, Varoufakis is haunted by these questions. It is the struggle to answer them that makes his
frank memoir not only engrossing but an important contribution to the library of modern politics,
as a case study in the limits of radicalism and the forces that hold the status quo in place.

2.
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To understand Varoufakis’s motivations, we have to understand how he defines what was at
stake in the battle between Greece and its creditors. For many on the left, the struggle was
between the “forces of capital” and democracy. That made a good rallying cry. But it is far from
the situation that Syriza actually confronted in 2015. Due to the 2012 debt write-down, when
Syriza took power three years later only 15 percent of Greece’s debts were owed to banks,
insurance funds, or hedge funds. Eighty-five percent were debts to official agencies and other
European governments. The struggle was not with the capital markets but with official creditors
and the other national governments assembled in the Eurogroup.
Disconcertingly for the left, Varoufakis turned the tables. Rather than confronting “capital,” he
started the negotiations by going to London to reassure the remaining private holders of Greek
debt that their interests would be protected. Cultivating the Anglophone media, Varoufakis pitted
market rationality against the conservative dogma of the creditors who demanded that Greece
pay the unpayable. His aim was to align global business opinion with the Syriza government in
demanding a fresh start for both Greece and Europe.
But this invites the question: How had the eurozone crisis become so confused? The creditors
pointed to decades of Greek financial incontinence. It was a mistake to have admitted Greece to
the rich club of the eurozone in the first place. On the need for domestic reform, the radicals of
Syriza did not disagree. Their discredited predecessors had presided over a shambles from
which the Greek upper class profited more than anyone. But for Varoufakis, the real origin of the
eurozone imbroglio was to be found not in Greece but in the creditor countries. The huge losses
suffered by German, French, and Benelux banks between 2008 and 2009 forced their
governments into ruinously unpopular bailouts. Twelve months later, when the Greek crisis hit the
headlines, it was the same German, French, Dutch, and Belgian banks that were on the hook.
In order to avoid a comprehensive restructuring of their banks, the governments of Northern
Europe decided to, as they viewed it, rescue Greece. They funneled funds to Athens, most of
which then flowed back out to Greece’s creditor banks in Northern Europe. The troika staffers
who swept through Athens in what Varoufakis calls their “convoys of Mercedes-Benzes and
BMWs” were claiming to bring rational reform to a backward Greece. In fact their program was
illogical. It was neither sustainable for Greece nor did it deliver stability for the eurozone. Its
ultimate rationale, dictated by political convenience, was to give Northern Europe a roundabout
bank bailout.
Extending Greek debts and pretending that they were payable became the basic modus operandi
of the eurozone. It is this pattern of denial, which persists today, that Varoufakis repeatedly
encountered when negotiating with his European counterparts. In private, government ministers,
EU commissioners, and IMF economists would agree that Greece’s debt had to be restructured.
But once in public they reverted to the familiar mantra that Greece must prove its “credibility” by
“reforms” and “savings” that tore apart the social fabric of Greece and wrecked its economy.
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Beyond the self-serving logic of a bureaucracy bent on preserving its own authority and control,
what wider purpose has this strategy served? It is essential to the interpretation of the crisis
offered in Adults in the Room that this question has no clear or good answer. In Varoufakis’s
rendering, Europe’s “bailoutistan” is a madhouse, an Alice-in-Wonderland world. It is propelled
by the narrow self-interest of politicians, oligarchs, and small-minded technocrats. It is
perpetuated by the exclusion and opacity that define the “black boxes” of modern power
networks. But the system in its entirety lacks all logic. Greece, Europe, and the world economy
would all be better off if the eurozone would sort itself out.
This conclusion ultimately justified
Varoufakis’s determination to negotiate.
Perhaps, with his brilliance and clarity, and
armed with his personal proposal for an
overhaul of the eurozone, little Greece and its
left-wing government would lead Europe out
of confusion and impasse, back toward
freedom and prosperity. Not for nothing did
Christine Lagarde of the IMF once tease
Varoufakis that he sounded like John
Maynard Keynes. She apparently did not
mean it as a compliment.

Alkis Konstantinidis/Reuters

Greek Finance Minister Yanis Varoufakis arriving at Maximos
Mansion for a government council meeting, Athens, June 2015

It was certainly a bold gambit. What

Varoufakis does not openly contemplate, even in his memoir, is the alternative. What if there was
no misunderstanding, no muddle? What if there was method to the apparent madness of the
eurozone’s actions? Only in passing does Varoufakis allow his readers to glimpse that grimmer
scenario. The most important flash comes early on in the book, during his first encounter with
Angela Merkel’s finance minister, Wolfgang Schäuble. To Varoufakis’s surprise, Germany’s elder
statesman did not dwell on day-to-day affairs. Schäuble wanted to talk about more fundamental
issues, particularly the cuts that Europe had to make to its welfare state for it to compete with
India and China.
Varoufakis was ready with the standard progressive answer. If welfare costs are the issue, the
obvious solution is to raise wages and welfare benefits in the emerging markets, such as those of
India and China, not to lower those in the advanced economies. But Schäuble was unrelenting.
As Helmut Kohl’s interior minister during reunification, he had had a hand in winding up the
German Democratic Republic’s economy. If Western Europe did not make the necessary
adjustment, Schäuble opined, it would follow the Communist Eastern bloc into oblivion.
Once again Varoufakis had a quick comeback. To compare Greece’s welfare state with
communism was tendentious. The democratic socialists of Syriza had as much in common with
the GDR as Germany’s ruling Christian Democratic Party (CDP) did with General Pinochet’s
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dictatorship in Chile. Tired of arguing, Schäuble backed off, leaving Varoufakis to congratulate
himself on having disposed of his opponent’s anachronistic views. In retrospect Varoufakis is so
anxious to convince us that he won the argument that he fails to convey Schäuble’s message:
restructuring first Germany and then Europe was a historic project that would not stop at the
behest of a radical left-wing government in Greece.
At the height of the crisis—between 2010 and 2012—there was indeed a spectacular confusion in
the eurozone that might have been resolved by means of a grand bargain. But even then, the idea
that the solution could have come from Greece was fanciful. In 2012, it took the combined
weight of France, Italy, Spain, the European Central Bank, the European Commission, and the
Obama administration to convince Germany to accept the ECB’s commitment to do “whatever it
takes” to save the eurozone. What emerged in the aftermath of that crisis was neither a muddle—
as Varoufakis suggests—nor a conspiracy. Europe’s political economy came to be dominated by
the “reform” project first launched by Germany’s main political parties in the early 2000s, which
centered on labor market liberalization and fiscal consolidation.
This project was motivated by the lessons from the aftermath of communism and the perceived
pressures of globalization—precisely the themes that Schäuble was harping on and to which
Varoufakis turned a deaf ear. In 2015 no one in the Eurogroup wanted to revisit the mess of
2010–2012, certainly not at the behest of a Greek government that rejected the entire premise on
which the eurozone had finally been stabilized. Why should the Eurogroup make concessions to
such a government in Greece when they had been denied to far more cooperative partners in
Ireland, Portugal, and Spain? If Greece was still struggling, what it needed was not radical
experimentation, but more reform. First of all, Syriza would have to be ground down.
Europe’s bureaucrats are masters at the dark arts of prevarication and obfuscation, and the
ramified and opaque structure of the EU offers them every conceivable device for diversion. One
favorite maneuver in 2015 was to ping-pong Greece back and forth between the national
governments assembled in the Eurogroup and the institutions that make up the troika. When
Varoufakis attempted to cut a deal with Schäuble, the German would refer the Greeks to the
“institutions.” Following this lead, Varoufakis would then enter into amiable discussions with the
European Commission. Assuming he had an agreement, he would then arrive at the Eurogroup,
where the Commission would be overruled by a conservative bloc of national governments, led
by Germany. Varoufakis’s efforts to propose “constructive” modifications of the troika program
were met with silence. As Varoufakis discovered, it is a breach of protocol in the Eurogroup to
present formal proposals, since doing so would require that national parliaments be notified. It
might even require that the status of the Eurogroup be clarified. Already prepared and overly
substantive contributions from those actually attending the Eurogroup meetings are therefore
frowned upon.
Seeking an escape from the claustrophobia of the EU, the Syriza government went beyond it.
The old left wing of the party looked to Russia. Varoufakis, with an eye to the shifting balance in
the twenty-first-century economy, sought to make a deal with the Chinese. But from Moscow
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and Beijing, Greece received the same answer: you must come to terms with Germany. The same
message came from Washington.
Varoufakis leans toward Britain and the US. His closest advisers were Americans: James
Galbraith and Jeffrey Sachs. Adults in the Room starts with a Chandleresque description of an
encounter in a D.C. bar with Lawrence Summers, whom Varoufakis invokes as a remote but
authoritative mentor. When Syriza took office, Obama made sympathetic comments. But when
Germany made its position clear, the US pulled back. As one American official told Varoufakis,
Washington would not meddle. Greece belonged in Germany’s “sphere of influence.”3

3.
Did Greece have any way of breaking out of Germany’s grip? The common criticism of
Varoufakis’s period in office is that he was an intellectual who took the knife of logic to a
political gunfight. He was ill equipped from the start. Adults in the Room is at pains to show that
this interpretation is mistaken. Varoufakis insists that he had prepared a response in case his
efforts to negotiate a debt write-down with Germany failed. Indeed, it was only because he had
this weapon on hand that he was willing to accept Syriza’s invitation to become finance minister
and to enter the labyrinth of negotiations in the first place.
The plan that caused a scandal in the summer of 2015 and earned Varoufakis notoriety was a
scheme to replace the euro with a new drachma. That scheme was in fact little more than due
diligence, a reserve measure Varoufakis held on to in case the negotiations took the worst
possible turn.
The far more dangerous weapon was one that Varoufakis proposed to direct against the
European Central Bank. In a coincidence that would prove fateful, three days before Syriza was
elected in January 2015, the ECB’s president, Mario Draghi, announced a new policy of
quantitative easing for the eurozone (purchasing bonds in order to reduce interest rates). Long
resisted by Europe’s monetary conservatives, notably in Germany, this was the ECB’s way of
keeping deflation from spreading to Europe from the ailing emerging-market economies of Latin
America and Asia.
By buying sovereign and private bonds, the ECB propped up their prices, pushed interest rates
down, and flushed hundreds of billions in euro liquidity into the financial system. The primary
aim was to stimulate the eurozone economy, but quantitative easing also had political
ramifications. As long as the ECB kept buying their bonds, Spain, Italy, and Portugal were
immune to contagion from the uncertainty surrounding Greece. Quantitative easing thus deprived
Syriza of one of its chief bargaining weapons. Ironically, it was the ECB’s action—made in
defiance of the conservatives in the Eurogroup—that freed those conservatives to lay siege to the
left-wing government in Athens. They could force Greece to the brink of a disorderly Grexit
without fear of destabilizing the rest of the eurozone and fight Greece’s political contagion
without having to worry about the financial kind.
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The response that Varoufakis devised to break out of this siege was truly Machiavellian. Draghi’s
bond-buying had a fragile political and legal basis. The German Supreme Court and the
European Court of Justice had only grudgingly approved it after repeated legal challenges by
German right-wing euroskeptics. What Varoufakis proposed was to unhinge that delicate legal
and political equilibrium. To do so Greece would default on the Greek bonds that the ECB had
purchased in 2010 and 2011 during earlier rounds of bond market stabilization. That part of
Greece’s sovereign debt had not been written down in 2012. The bonds were under Greek law.
Their face value was roughly $33 billion. If Greece defaulted on all or part of those bonds, the
ECB would be forced to reevaluate its entire portfolio of eurozone sovereign bonds, and the
door would be thrown open to a new legal challenge from the German right wing, putting
quantitative easing into jeopardy.
Varoufakis had outlined a strategy of this type on his blog as early as 2012. It was vaguely hinted
at in the press in 2015.4 But Adults in the Room gives the first full-fledged account of his intent.
Varoufakis wants us to know that whatever we may think of his bargaining tactics, he was not so
naive as to go into the Eurogroup negotiations unarmed. The question is why his weapon was
never used.

T he answer turns on the cabinet politics around Prime Minister Tsipras. Conservative elements

in the Greek state bureaucracy put powerful pressure on Athens not to break with the eurozone.
They were joined by members of the Syriza coalition that had too much at stake in the status
quo. When Varoufakis and his team were absent from Greece, Tsipras fell under the influence of
more cautious advisers.
In April Varoufakis was dispatched to Washington with orders to inform the IMF of a pending
default on Greece’s latest debt payment. But when he arrived in Washington his orders were
revoked. Repeatedly, Tsipras shrank from the ultimate confrontation. By May he had succumbed
to pressure from Germany to remove his troublesome finance minister from the front line of the
eurozone negotiations.
Varoufakis gives an engaging picture both of the palace politics within Athens and of his
desperate willingness to believe in Tsipras’s historic mission that held him in place. What he does
not discuss are the wider implications of his proposed strategy of confrontation with the ECB,
notably its likely repercussions for the other stressed peripheral borrowers. Had Greece
defaulted, it is hard to say whether the loss would have been inflicted on the ECB or merely on
the Greek central bank. But as far as Portugal, Spain, and Italy were concerned, the Greek
strategy carried considerable risks. The entire point of Varoufakis’s proposal was to put them in
harm’s way and to widen the Greek crisis, thereby forcing Draghi and the Germans to back off.
His plan was to deliberately unleash a civil war in Europe over the one promise that since 2012
had been holding the European currency together—Draghi’s commitment to do “whatever it
takes”—thus exposing the other weaker eurozone members to the full force of the bond markets.
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How this would have worked out politically and what consequences it might have had for the left
in Portugal and Spain are not questions that Varoufakis takes up. That he even considered such a
tactic points to the extraordinary pitch of tension that eurozone politics had reached. Given
Greece’s subordinate position, it would be bombastic to call his scheme a “nuclear option.” But
it was certainly a dirty bomb.

4.
From its inception after World War II, the European Union has always been marked by a
combination of high ideals, economic logic, and power politics. The balance has shifted over
time depending on circumstance. In the early 2000s Brussels preened itself as the capital of the
“good Europe”: a prosperous, unified, peaceful Rechtsstaat of continental scale. It was
saccharine. But Europe was making up with soft-power appeal for what it lacked in hard-power
clout.
That self-image did not survive the crisis of 2008. The EU today is no longer the “good Europe”
of a decade ago. But neither is it the technocratic and neoliberal machine that it is variously
caricatured to be. As Varoufakis’s memoir starkly reveals, it has become an arena for a political
clash between contending visions of socioeconomic change. As is commonly observed, the EU
does not have a democratic constitution. But to harp endlessly on the fact that Europe has no
demos is an obfuscation in its own right. Like any large, complex polity, it is made up of multiple
constituencies governed by different and conflicting logics. National politics today, whether in
Greece, Germany, France, or the Czech Republic, take place within a European force field.
Within that force field, Syriza’s challenge mattered. It still does, as does the lower-key
progressive project in Portugal. But both of these challenges are small, weak, and opposed by
powerful enemies. The idea that countries like Greece and Portugal have an equal voice in the EU
is a pious fiction. To make themselves heard, they have to use means fair and foul. One should
not be scandalized by the lengths to which Varoufakis was willing to go. They suggest what he
was up against: the dogged determination of the Eurogroup, its conservatism, and also its
contradictions.
The divide between the European Central Bank and the factions that influence policymaking in
Germany has strategic implications. Europe’s rescue from the acute phase of the eurozone crisis
between 2010 and 2012 depended on Merkel and Draghi’s ability to balance the demands of
such factions. Varoufakis’s threat to expose the contradictions in that balance was well directed.
But it was also dangerous, and for that reason Tsipras pulled back.
Varoufakis clearly considers Tsipras naive for imagining that he could strike a deal with Germany.
But Tsipras was at least half right. On the night of July 12, 2015, at the climax of the Greek debt
crisis, Merkel did not push Schäuble’s proposal to exclude Greece from the euro for a “time
out.” As Tsipras correctly judged, the majority of the Greek population did not want to risk a
rupture, and Merkel knew that the same was true in Germany. Tsipras and Merkel struck a deal
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that would allow both countries to muddle through. The fury of the German right says as much
about the nature of that compromise as does the disappointment of the Greek left.
For Germany’s new right, Merkel’s surrender over Greece was a prelude to her impetuous opendoor response to the refugee crisis. Both constituted a betrayal of the conservative foundations
of the Federal Republic. The Alternative für Deutschland was founded in the spring of 2013 not
as a party of anti-immigrant resentment. The “alternative” it purported to offer was an escape
from Merkel’s endless compromises over the eurozone. The huge losses suffered by both the
Social Democratic Party and Merkel’s CDU in the Bundestag election of September 2017
confirm how deeply the crises of 2015—Greece on top of Ukraine topped by the refugee crisis
—shook even the most stable European polity. That the future of Europe now hangs on Merkel’s
ability to construct yet another unlikely coalition in Berlin suggests the extent to which the status
quo in Europe depends not only on economic interests and technocratic calculations—however
those may be defined—but also on the endlessly shifting play of electoral politics and
governmental negotiation.
Varoufakis adorns his narrative with references to Greek tragedy mixed with denunciations of the
black boxes within which technocracy conceals its power. As far as the eurozone is concerned
these are largely beside the point. What he has actually given us is something more prosaic but
no less important: a deeply reflective, first-person insight into the workings of modern power and
politics.

1 Costas Douzinas, Syriza in Power: Reflections of an Accidental Politician (Polity, 2017). ↩
2 See Costas Lapavitsas, “The Path Not Taken,” Jacobin, October 9, 2015. ↩
3 See Daniel M arans, “US Foreign Policy Got in the Way of Helping Greece, Greek Ex-Official Says,” HuffPost, April 29, 2016. ↩
4 See Paul M ason, “The Inside Story of Syriza’s Struggle to Save Greece,” The Nation, December 18, 2015. ↩
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OPINION

The Real Threat of
Artificial Intelligence
By Kai-Fu Lee
June 24, 2017

BEIJING — What worries you about the coming world of artiﬁcial intelligence?
Too often the answer to this question resembles the plot of a sci-ﬁ thriller. People worry that developments in A.I. will bring about the
“singularity” — that point in history when A.I. surpasses human intelligence, leading to an unimaginable revolution in human affairs. Or
they wonder whether instead of our controlling artiﬁcial intelligence, it will control us, turning us, in effect, into cyborgs.
These are interesting issues to contemplate, but they are not pressing. They concern situations that may not arise for hundreds of years, if
ever. At the moment, there is no known path from our best A.I. tools (like the Google computer program that recently beat the world’s
best player of the game of Go) to “general” A.I. — self-aware computer programs that can engage in common-sense reasoning, attain
knowledge in multiple domains, feel, express and understand emotions and so on.
This doesn’t mean we have nothing to worry about. On the contrary, the A.I. products that now exist are improving faster than most
people realize and promise to radically transform our world, not always for the better. They are only tools, not a competing form of
intelligence. But they will reshape what work means and how wealth is created, leading to unprecedented economic inequalities and even
altering the global balance of power.
It is imperative that we turn our attention to these imminent challenges.
What is artiﬁcial intelligence today? Roughly speaking, it’s technology that takes in huge amounts of information from a speciﬁc domain
(say, loan repayment histories) and uses it to make a decision in a speciﬁc case (whether to give an individual a loan) in the service of a
speciﬁed goal (maximizing proﬁts for the lender). Think of a spreadsheet on steroids, trained on big data. These tools can outperform
human beings at a given task.
This kind of A.I. is spreading to thousands of domains (not just loans), and as it does, it will eliminate many jobs. Bank tellers, customer
service representatives, telemarketers, stock and bond traders, even paralegals and radiologists will gradually be replaced by such
software. Over time this technology will come to control semiautonomous and autonomous hardware like self-driving cars and robots,
displacing factory workers, construction workers, drivers, delivery workers and many others.
Unlike the Industrial Revolution and the computer revolution, the A.I. revolution is not taking certain jobs (artisans, personal assistants
who use paper and typewriters) and replacing them with other jobs (assembly-line workers, personal assistants conversant with
computers). Instead, it is poised to bring about a wide-scale decimation of jobs — mostly lower-paying jobs, but some higher-paying ones,
too.
This transformation will result in enormous proﬁts for the companies that develop A.I., as well as for the companies that adopt it. Imagine
how much money a company like Uber would make if it used only robot drivers. Imagine the proﬁts if Apple could manufacture its
products without human labor. Imagine the gains to a loan company that could issue 30 million loans a year with virtually no human
involvement. (As it happens, my venture capital ﬁrm has invested in just such a loan company.)
We are thus facing two developments that do not sit easily together: enormous wealth concentrated in relatively few hands and enormous
numbers of people out of work. What is to be done?
Part of the answer will involve educating or retraining people in tasks A.I. tools aren’t good at. Artiﬁcial intelligence is poorly suited for
jobs involving creativity, planning and “cross-domain” thinking — for example, the work of a trial lawyer. But these skills are typically
required by high-paying jobs that may be hard to retrain displaced workers to do. More promising are lower-paying jobs involving the
“people skills” that A.I. lacks: social workers, bartenders, concierges — professions requiring nuanced human interaction. But here, too,
there is a problem: How many bartenders does a society really need?
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The solution to the problem of mass unemployment, I suspect, will involve “service jobs of love.” These are jobs that A.I. cannot do, that
society needs and that give people a sense of purpose. Examples include accompanying an older person to visit a doctor, mentoring at an
orphanage and serving as a sponsor at Alcoholics Anonymous — or, potentially soon, Virtual Reality Anonymous (for those addicted to
their parallel lives in computer-generated simulations). The volunteer service jobs of today, in other words, may turn into the real jobs of
the future.
Other volunteer jobs may be higher-paying and professional, such as compassionate medical service providers who serve as the “human
interface” for A.I. programs that diagnose cancer. In all cases, people will be able to choose to work fewer hours than they do now.
Who will pay for these jobs? Here is where the enormous wealth concentrated in relatively few hands comes in. It strikes me as
unavoidable that large chunks of the money created by A.I. will have to be transferred to those whose jobs have been displaced. This
seems feasible only through Keynesian policies of increased government spending, presumably raised through taxation on wealthy
companies.
As for what form that social welfare would take, I would argue for a conditional universal basic income: welfare offered to those who have
a ﬁnancial need, on the condition they either show an effort to receive training that would make them employable or commit to a certain
number of hours of “service of love” voluntarism.
To fund this, tax rates will have to be high. The government will not only have to subsidize most people’s lives and work; it will also have to
compensate for the loss of individual tax revenue previously collected from employed individuals.
This leads to the ﬁnal and perhaps most consequential challenge of A.I. The Keynesian approach I have sketched out may be feasible in
the United States and China, which will have enough successful A.I. businesses to fund welfare initiatives via taxes. But what about other
countries?
They face two insurmountable problems. First, most of the money being made from artiﬁcial intelligence will go to the United States and
China. A.I. is an industry in which strength begets strength: The more data you have, the better your product; the better your product,
the more data you can collect; the more data you can collect, the more talent you can attract; the more talent you can attract, the better
your product. It’s a virtuous circle, and the United States and China have already amassed the talent, market share and data to set it in
motion.
For example, the Chinese speech-recognition company iFlytek and several Chinese face-recognition companies such as Megvii and
SenseTime have become industry leaders, as measured by market capitalization. The United States is spearheading the development of
autonomous vehicles, led by companies like Google, Tesla and Uber. As for the consumer internet market, seven American or Chinese
companies — Google, Facebook, Microsoft, Amazon, Baidu, Alibaba and Tencent — are making extensive use of A.I. and expanding
operations to other countries, essentially owning those A.I. markets. It seems American businesses will dominate in developed markets
and some developing markets, while Chinese companies will win in most developing markets.
The other challenge for many countries that are not China or the United States is that their populations are increasing, especially in the
developing world. While a large, growing population can be an economic asset (as in China and India in recent decades), in the age of A.I. it
will be an economic liability because it will comprise mostly displaced workers, not productive ones.
So if most countries will not be able to tax ultra-proﬁtable A.I. companies to subsidize their workers, what options will they have? I foresee
only one: Unless they wish to plunge their people into poverty, they will be forced to negotiate with whichever country supplies most of
their A.I. software — China or the United States — to essentially become that country’s economic dependent, taking in welfare subsidies
in exchange for letting the “parent” nation’s A.I. companies continue to proﬁt from the dependent country’s users. Such economic
arrangements would reshape today’s geopolitical alliances.
One way or another, we are going to have to start thinking about how to minimize the looming A.I.-fueled gap between the haves and the
have-nots, both within and between nations. Or to put the matter more optimistically: A.I. is presenting us with an opportunity to rethink
economic inequality on a global scale. These challenges are too far-ranging in their effects for any nation to isolate itself from the rest of
the world.
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