DGI Event: Michael Hudson & Yanis Varoufakis in conversation with Ann Pettifor.
Transcript.

Nika Dubrovsky: Hi everyone. It’s a real honor to welcome you on behalf of the David
Graeber Institute. We’re especially grateful to our speakers — many of whose work aligned
closely with David’s thinking and values — for joining us to reflect on how radically our world
is changing.

It’s in this spirit that we hope to better understand the transformations unfolding around us.

Today’s conversation marks the beginning of a new series of public discussions hosted by the
David Graeber Institute.
With that, I’'m happy to hand over to Ann Pettifor, who will be moderating today’s session.

Ann Pettifor: Thank you very much, Nika. And can | say how wonderful it is for Michael and
Yanis and myself to be gathering here in the name of our very dear friend David Graeber,
whom we loved very much and were so sad at his loss. And thank you to Nika in particular
for establishing the Institute and for facilitating these exchanges and reminding us all of how
important David was to the current public debate. So I'm feeling quite emotional even
thinking about him.

So anyway, great. So | want to just begin. Everyone here knows Michael Hudson, I'm
assuming, and Yanis Varoufakis.

They will speak about their work. And what we have in common, | think, is A, David Graeber,
but B, an understanding of the international financial system and its impact on Europe, on
the United States and on the South. And that's what is going to be the major theme of this
today.

And | hope to begin with Michael Hudson's latest paper, which is superb. And Michael, you
give us the title because it's escaped me for the minute. But it really is a wonderful paper,
which | think Nika will be distributing more widely.

So, Michael, you begin our conversation by talking to us about what is actually going on,
really. What is the real motive of the Trump administration? And why are we where we are
right now?

Michael Hudson: Well, there are two things that are key in this. | think that a few years ago,
Trump was talking to some economists, and he said, isn't there some way that America can
get rid of the income tax? We want to get rid of taxes, at least in my constituency, the donor
class, the 1%.

And the economists told him, well, you know, America didn't really have an income tax until
1913. And Trump said, well, how did we get by from the revolution until World War 1? And
the economists said, well, we had tariff revenues. That was almost the entire source of the
American government and the Treasury, along with the sale of land that had been grabbed
from the Indigenous peoples.



And so Trump said tarifhat's wonderful. Trump loves tariffs because they fall mainly on the
consumers, not his class.

They don't fall on the class that he wants to untax. So he somehow thought, how do we
justify a tariff policy? And if only we can go back to that golden age, of course, we have to
shrink government, at least the government social spending. And how do we justify a tariff
policy? Well, | think that we're now talking about him imposing tariffs to threaten other
countries with destabilizing their economy.

And that's the only thing that America has to offer now. It can't offer industrialization
because it's deindustrialized. It can't really offer much financialization because it's
weaponized the dollar.

Trump wants to weaponize foreign trade as well. And he'll tell foreign countries, well, of
course we can roll back the tariffs and let's sit down and negotiate. What can you give back
to the United States? And it's almost as if he's read Yanis's articles on the role of information
technology is dominating the new economic shape of the world and that of empire builders.

They want to gain dominance in information technology - various platforms and ship making
technology, with a view to making other countries dependent on paying monopoly rents to
U.S. companies(especially those in Silicon Valley, which are Trump's large campaign
contributors). So it's as if information technology monopoly rents are going to be the new
buttress of the American balance of payments, if other countries can be blocked from
creating their own independent technology.

U.S. diplomats can impose sanctions on this. They can try to prevent China from developing
IT, they can try to lock Europe and other countries into this.

And the magnitude of this issue today is as large as that of the 19th century fight against
landlords. The fight against landlords that inspired classical economists from Adam Smith to
John Stuart Mill to Marx and the socialists to define economic rent. And they said, if we're
going to free our economies from the legacy of feudalism - a hereditary aristocratic landlord
class- then we've got to take away their economic rents, mainly by either taxing rents away
or by just socializing the land and making it a public utility.

So they developed the whole concept of economic rent as the excess of market price over
intrinsic cost value. Well, they didn't succeed in getting rid of the landlord class, but they did
define rents in a way that can be applied to monopoly rents. Again, excessive price over
income, and the fight against the kind of monopoly rents that Yanis has described as the
ideal of the platforms of information technology. All of these associated dynamics are a
parallel to the fight today to the 19th century fight against landlords - of free economies
from economic rent. And in this case, from economic rent that's been sponsored and
controlled by the United States as a means of replacing the form of dominance that it had
over the rest of the world since 1945.

Ann Pettifor: Fantastic. That does lead us into Yanis' book and Yanis' work on technology.
Yanis, what would you say to Michael's analysis of what's happening right now?



Yanis Varoufakis: Well, of course, | agree. How can | not? Ever since he wrote the great book,
Super Imperialism, and now he's even alluding to my work on techno-feudalism.

Look, it's not technology. It's got nothing to do with technology. | mean, technology is
everything.

Since the Iron Age, we've had technology. And it's not information technology either.
Because look, compare and contrast, for instance, OpenAl, which is, you know, heavy duty
information technology, right? But in the end, it was so easy to append it.

DeepSeek came out and offered a cheap version of it and essentially damaged that business
model spectacularly. So what | think Michael Hudson is very poignantly bringing into the
conversation about the global order of things is what | call “cloud capital”. You can have an
industrial robot, which is very technologically advanced, use information technology and
algorithms and so on to assemble Teslas, right? You can have OpenAl, which produces a
standard service in a standard capitalist model.

But what lives here? In Google? In Facebook? In Meta? In X? In all these platforms, this is
not just information technology. We get it wrong. It's a new form of capital.

Because every form of capital we've had up until now, since we created the first tool for the
old singing, old dancing industrial robots that assemble Teslas, they've been manufactured
means of production. That's what capital was. With this, we had a mutation of capital.

For the first time, we have automated systems that are not manufactured means of
production, but are purely produced means of behavioral modification. So unlike the
machines that Henry Ford employed to produce other machines, Model Ts, and create a
monopoly capitalist system whereby he'll use the monopoly profits in order to buy
newspapers to influence people and governments and to rip up all the streetcars in order to
replace them with his own cars. But Jeff Bezos doesn't sell anything—he doesn't sell anything
he makes. His capital, his cloud capital has created a digital fiefdom in which he's encased
producers and consumers charging the equivalent of ground rent, of the feudal ground rent,
which are called cloud rent. And today, most of the value in the New York Stock Exchange
and NASDAQ, comes from cloud rent.

It doesn't come from capitalist profit. It's exactly what Michael was saying. So when you saw
this cabal of Bezos and Peter Thiel and Elon Musk and Tim from Apple and all these nice
boys around Trump during his inauguration, | would call it the coronation this time around.

And what you saw was these cloudalists, the owners of cloud capital, who some of them are
losing a lot from the tariffs, like Elon Musk loses a lot from the tariffs. They don't like the
tariffs, but what they see in Trump is the gateway towards the complete political domination
of this new form of capital, the cloud capital we have all suffered for decades now:
neoliberalism.

Friedman, Hayek's return and domination of economics, as both of you and Michael know
very well. For me, neoliberalism, methodologically, from an economic point of view, from a
philosophical point of view, was completely bunk and not even interesting. What made it



interesting was that it was the ideology which was necessary for the emancipation of
financial capital after the end of Bretton Woods.

To unshackle the bankers from the shackles of the Bretton Woods system of the war
economy, of the New Deal, they needed an ideology. And that was liberalism. Today, there is
the unshackling of cloud capital.

It was financial capital back then, now it's cloud capital. And Trump is a vehicle for that. And
we have to see, as Michael said, what he does, not just in terms of tariffs, maybe he's got his
own fixation that comes from the 19th century, McKinley and so on and all of that.

But there is an interesting plan happening here. Essentially, his team, if you look at Stephen
Miran and his famous paper, if you look at what Scott Bessett has been saying, they have a
clear plan. Not so much Trump himself.

Trump is very much influenced by the last person he speaks to, right? But look at his team.
Don't forget that Nixon changed the world, even though he wasn't truly familiar with the
Nixon shock. He didn't have the depth of thinking of somebody like Paul Volcker, who was on
the team with Henry Kissinger.

These people knew what they were doing. They were bringing in what Michael's book refers
to as Super Imperialism, what | much later described in my own Greek way as the global
minotaur. The same story, right? It starts with Michael's idea.

These people are really worried that the world of the dollar, the dollar universe, has become
so large relative to the manufacturing sector of the United States, that they want to bring
some manufacturing back to the United States in order to rebalance this ratio between the
dollar sphere and the actual machine sphere. They are worried about the possibility that the
dollar bubble will burst. I'm not saying that they are right to worry about this or not, but
they are worried.

And for them, what is going to give the next impetus, in the same way that in the 70s and
80s it was financial capital that gave the financialized world, whereby essentially the rest of
the world was selling stuff to the United States, and also sending the dollars that they were
getting paid with back to the United States in order to recycle them through Wall Street.
Now it's the rise of cloud capital and the merge, the seamless merging of three things: cloud
capital, what lives in here, (e.g. Google and X, etc.) digital payment systems (e.g. stable
coins). This goes hand in hand with the project of dividing the dollar without the yuan or the
euro taking precedence. Because if you make the Japanese sell some of their 1.2 trillion
dollars of savings and buy Tether, a US dollar linked crypto, you’ve increased the supply of
dollars, you've brought the value of the dollar down. But that money goes into what?
American long term debt. Because Tether, the company, if you give them more dollars for
their Tether coins, they will invest in 30 year long US treasuries.

So this is the plan. But the real driver of extractive power on behalf of the super ruling class
of this super imperialist new vision by the Trumpists is cloud capital. And they will have a
serious, serious, serious run for their money by the Chinese cloud capital, which is already
seamlessly interwoven with Chinese finance and the digital currency of the Central Bank of
China.



That, | think, is the reason why the Trumpists began the new Cold War against China,
because they see the clear and present danger from this merging of cloud capital and
finance, into what | call “cloud finance”.

Ann Pettifor: Wow, that's fascinating. Thank you, Yanis, for that.

Hang on a minute. | just want to say to the audience that Nika and | would like it very much
if you posed questions and asked and comments about the talk, because we're going to
address those afterwards. And already, Paul Brandon has noted that much of tech today
borrows land-based metaphors, platforms, domain sites, even digital real estate.

Yet the economic consequences are rarely treated as land-like, he says. Anyway, that's one
comment. And there are going to be others.

| want to make sure that we address those at the end, so please submit your questions. | just
wanted to add one thing to the conversation and to what Michael has said, and that is that,
yes, you know, the United States may be deindustrializing, but there is one thing that they
now control and that is causing mayhem across the world.

And that is the US dollar as the world's reserve currency. The transition away from the US
dollar as the world's reserve currency is going to be tumultuous, really. impact on the South
is going to be devastating.

And the other thing that really worries me is the rise of bond deals in the United States.The
rise of interest, because when Michael and | first met, it seems like 100 years ago, it was to
talk about the levels of global debt. And we know from the Institute of International Finance,
that both private and public debt globally is something like 333% of global GDP. So that is
particularly a burden for countries in the global South.

But it's the role of the dollar in the global economy and the fact that it's weakening right
now, and the implication of that for debt repayment in dollars, for example, and the
transition away from that without anyone offering an alternative plan. | keep wanting to talk
about the International Clearing Union, as proposed by Keynes, as an answer to the question
of the reserve currency.

To talk about regional clearing unions, in particular for Africa and African Payments Union,
which will enable Africa to decouple from the dollar and trade with its partners and allies on
the continent., | want us to bring the dollar into the discussion as well and very much
welcome your comments, Michael, as well as yours, Yanis.

Michael Hudson: Well, | think what all three of us have talked about is, of course, the point
that Yanis pointed out, that finance is the mother of monopolies.

And indeed, the IT sector has not only been sponsored by the financial sector as it's been
financialized, but the entire economy has turned away really from what began, you could
say, as profit-seeking to rent-seeking. Yanis makes the point that Meta and the others
certainly began as capital, but capital makes profits. What these sectors want is much more
than profits.



They want economic rent. They want to turn what began as an industrial sector in
information technology into the kind of rent-seeking that land was. | think Yanis pointed out,
most of the financial sector credit is for real estate.

The Financial sector doesn’t only want real estate land rent as it loads down real estate with
larger and larger loans relative to the value of and the purchase price of the homes and the
office building that it's making, it moves into capital gains. It's the same thing with the
economic rent that's extracted by Meta and the other IT platforms. The financial sector
wants to use this dominance to create economic rent that will have an increasing financial
value, which is why Nvidia and Google and Amazon and Apple have all been the drivers of
the U.S. stock market in the last few years.

There is a symbiosis between economic rent-seeking, finance, and any kind of opportunity
that the financial sector, the IT sector, and the real estate sector can impose an access price
on users. This is very much like landlords controlling the rents that have gone up and up and
up as home ownership in the United States has plunged by about 10% points since the
Obama bailout of the financial sector after 2009. This transforms the economy away from
the textbook idea of companies making profits to companies making rent to the entire U.S.
economy, thinking, how can we use this rent-seeking to achieve U.S. dominance over the
rest of the world?

Ann Pettifor: Michael, | think that's absolutely right. But what we have is, if you like, the
creation of credit relative to finite assets —assets that are, as you say, declining in value and
that are finite.

| want us all, Yanis and you, Michael, to think about these in relation to the climate as well
and to the biosphere.

Yanis Varoufakis: Before the climate, | need to answer your question about the dollar.

Ann Pettifor: Yes, let's get there. But let's not forget, because we always do the role of the
biosphere in all of this, how much more extraction and exploitation are these guys capable
of before we collapse the whole ecosystem? Yanis, why didn't you respond to that?

Yanis Varoufakis: Well, first on the dollar, and then I'll talk to you about the climate. You
won't like what | have to say about the climate and the state of our world.

| don't like it either, but | have to be honest with you in answering it. Okay, let's start from
the question of the dollar. It is the end game.

American hegemony depends on the exorbitant privilege of the United States, still to this
day. Now, | think it is @ mistake to assume that the dollar is waning as we speak. | don't
believe it is waning.

We would like to see it wane. | would like to see the exorbitant privilege of the dollar go. |
would like to see a multipolar world with different currencies competing with, as you said,
along the lines of the ideas of Keynes in 1944 and so on, but | don't see it yet.



It may well happen. This is an opportunity for it to happen, but let's not take it for granted.
Let's not forget that the Nixon shock was utterly successful in doing two things at once:
educing the value of the dollar, increasing bonds, bond yields at the same time, and
seriously enhancing the dominance of the U.S. dollar. The dollar was devalued and enhanced
simultaneously. That is what the Trump administration wants to do, and we should not take
it for granted that they shall fail.

| want to see them fail, but let's not take it for granted. What it will depend on is on whether
they succeed in getting holders of dollars to sell them, but at the same time not to purchase
other currencies that will then essentially become competitors to the reserve currency
status of the dollar. Now, you mentioned the International Clearing Union, the brilliant idea
which was rejected so scathingly by Harry Dexter White in 1944.

Now, look, | don't believe that the African Union can do that, simply because the African
Union, as long as it continues to rely on to run a massive trade surplus with China and with
other countries, such an ICU cannot work. But where the ICU idea could work is if China
decides to internationalize the yuan and to turn the BRICS area, not into a common currency
area, but in a Bretton Woods-like system with the yuan playing the dollar in the BRICS area
that the dollar played in the Bretton Woods system. In other words, the United States was
the surplus country in the Bretton Woods system, and it was recycling its surpluses in the
form of direct injections either through aid or through loans to the rest of the Bretton
Woods area.

China can do that. It can do that within the BRICS area. And that is very different from the
BRICS pay, which is now simply an alternative to SWIFT.

But to do that, they will have to decide to take on the exorbitant power of the dollar. And at
the moment —and | think the Trump people know that, | don't know whether Trump knows
it, but the Trump people surrounding him know that — the greatest ally of the exorbitant
privilege of the United States dollar is China, is the Beijing government, because they have
not decided yet. They may decide soon, but they have not decided yet to compete for
reserve currency status with the United States.

If you are a Chinese capitalist in Shenzhen and you're exporting aluminum to the United
States, you don't want to see the exorbitant privilege of the dollar wane, because the dollar
is a kind of IOU that you're receiving from California. And then you take this money and you
take it back to New York and you buy real estate in Miami.

Ann Pettifor: No, no, no, no, you don't. You buy financial assets. You don't buy real estate.
You buy financial assets and then buy real estate.

Yanis Varoufakis: Increasingly, they buy real estate, because they don't trust the financial
assets as they used to. But anyway, the point is this. The point is that the Chinese
Communist Party has not decided yet to pull the plug, to go for a Bretton Woods ICU version
of the Bretton Woods within BRICS.

Some of us are working towards convincing them to do it, because that will be of great
benefit to the global South.



Ann Pettifor: But, Yanis, does that mean you are proposing that what should happen is an
alternative hegemonic currency? Why should we?

Yanis Varoufakis: Not at all, Anne. The reason why you and | love the Keynes idea of the ICU
is that it is exactly the opposite of a hegemonic currency.

The whole point of the ICU is no hegemonic currency. You have the banker. You have a
common accounting unit.

And you have simultaneously put levies symmetrically on surpluses and deficits in order not
to have a hegemon. Thi is what I'm proposing that the BRICS should aim at. Not another
hegemonic based on the China system, but a non-hegemonic multipolar world without the
United States and Europe in it.

Because the United States doesn't want to, and Europe is too stupid to understand that it
needs it.

Michael Hudson: Well, in order to achieve this independence, you have to deal with the
problem of the enormous dollar-denominated debt that the Global South countries and
other countries have accumulated since World War Il. Well, Trump has just given a
wonderful excuse for breaking away from this dollar debt, because other countries have
said, with the tariffs that Trump has imposed, it makes it impossible for Global South
countries, which are the most highly taxed under Trump's threat, to obtain the dollars to pay
their dollar debt. So Trump has turned this dollar debt into odious debt, debt that can't be
paid.

And indeed, that buildup of debt was the whole objective of the U.S. alternative to the
Keynesian proposals for how the post-war 1944-1945 world was going to work. And the key,
in addition to suspending or moratorium on the Global South's dollar debt, is it cannot invest
in its own economic infrastructure and advancement while at the same time paying the
dollar debt. That's what makes it odious.

The key to what Keynes proposed as an alternative to Bretton Woods was the
intergovernmental character of this debt. We're not talking about a BRICS currency as such,
and you really can't have a BRICS currency without a political union of everybody deciding
who gets what from this. But what you can get is an intergovernmental currency, like the
Bancor that Keynes said, that would govern the debts between the surplus countries. In this
case, it will probably be China and a few other oil-producing countries and the deficit
countries.

And what Keynes said was: if you have one country achieving dominance and chronic surplus
under the international trade payments and investment relations, then at a certain point the
surplus that's accumulated will have been deemed exploitative. We'll write that down and
the countries that have become dependent, the Global South countries, will have their debts
erased. Well, Keynes had in mind the US dollar and England at that time, obviously.

He thought that the United States aimed at creating a post-war order in 1945 that would
take control of the British Empire, ending British imperial preference, making a British loan
that prevented Britain from devaluing overvalued sterling until about 1949. All of this



structuring of an international market was an artificially created, politically-run,
American-dominated market. Keynes' plan for the Bancor would be to wipe out the
enormous dollar debt that had been accumulated at the expense of other countries,
liberating other countries from this dependency relation that the combination of the IMF
and its awful, destructive austerity plans; anti-labor plans that it's imposed, and the World
Bank that has blocked other countries from creating their own domestic food independence
from the United States, to force them into plantation exports and to oppose land reform and
oppose any investment in domestic food independence so that the United States could its
food exports, the buttress of its trade balance like oil, and giving it the ability to turn off the
food spigot and starve other countries as it tried to starve China right after Mao's revolution.

These are the preconditions for how you break free of the dollar area, and de-dollarization
has to impose a debt write-down of the dollar debt.

Ann Pettifor: So we agree on most of this then, but what I'm puzzled about, Yanis, was your
comment about the dollar not weakening. There are clear signs already of money leaving, of
dollars leaving the United States, mainly because of the lack of confidence in the way in
which tariff policy is being mismanaged. | see it happening and | see a general disillusion and
fear of the dollar, the fear of the United States, because it's destabilizing. No?

Yanis Varoufakis: No, | don't think so. | don't think we should confuse the drop in the
exchange value, the exchange rate of the dollar, with a weakening of the dollar as the
reserve currency. This is exactly what happened after 1971.

You had a massive devaluation of the dollar, and yet its hegemonic position was enhanced. It
may very well happen again, may very well happen again. | see no evidence.

If you want to see an example of a tiny loss of hegemonic power by the dollar, | think a
better example is the war in Ukraine. The moment the Europeans and the Americans
confiscated hundreds of billions of Russian central bank money. I'm not judging it, whether
they should have done it or not. Matter of factly, I'm saying the moment they did that, there
was an immediate increase in the amount of money that especially Saudis and Emiratis and
Indonesian capitalists and landlords from Malaysia and so on started funneling through the
Chinese digital currency system, because they were scared of confiscation, right? Not tariffs.

Tariffs they don't care about. Confiscation they care about. So if anything, if there was a
blow at the hegemonic position of the dollar, it was a Ukraine war.

It was not what Trump is doing. Now, of course, we'll have to wait. Ann, if you put it in terms
of the timeline of the 1971 Nixon shock, which started on the 15th of August 1971, as we
know very well, today we're somewhere around October 1971.

The dust has not settled. It is very possible, especially when the tax cuts come in, because
remember that Trump has two weapons — or two bullet cartridges — in his shotgun. One was
a tariff, the other one was those obscene tax cuts for the ultra rich. | bet you when that
happened, there was going to be an influx of capital into the United States. So don't count
our chickens or the dollar's chickens yet.

Ann Pettifor: Right. Okay. | take that point.



Yanis Varoufakis: | haven't asked you a question about climate.

Ann Pettiffor: But tell me what you think, Yanis, is Europe's role in all of this? You know,
what is Europe?

Yanis Varoufakis: We're the stupid continent.

Look at our leaders. They're running around like decapitated chickens. They are fighting with
one another.

There is no plan. Nobody's having the conversation you should be having in Europe. One
conversation is the conversation of how do you boost investment to boost aggregate
demand so you don't need to rely on exporting deflationary forces to the United States by
means of the 240 billion of net exports every year to the United States.

Nobody's having this conversation. They are arguing with one another as to whether they
will convince Trump to take things back through cajoling him, kissing his ass, as he said, in
very scientific terms, or begging him. This is the difference between France this morning.
Macron and Merz had an almighty fight. Macron was saying, oh, we have to tax services,
digital services. I'm all in favor of cloud taxes, right? But if they think they will defeat Trump's
tariffs through that, they are more idiotic than | thought they were.

And then Merz says, oh, no, no, we need a trade deal. If we need to eat lots of chlorinated
chicken, let's do it because that's the way to get on the right side. So Europe, 30 years ago, |
was talking about the need to have 5% of aggregate investment, an aggregate investment
vehicle in the euro area, which was being put together back then.

And that was rejected. Then when | was in the finance minister's council in Europe, |
proposed 5%, and | proposed exactly how it should be done, through a net issue of EIB
bonds, European Investment Bank bonds, with the support of the European Central Bank. It
was rejected by Mario Draghi.

Mario Draghi came out last year and said, we need 5% of investment. When these people
leave office, they have the right ideas only because they know that they cannot be
implemented. Now, we're not having this conversation. Instead, the only conversation
they're having is — what? Because for 15 years, the combination of austerity for the many
and money printing for the very, very few, has produced an investment strike. There's been
no investment, zero net investment in Germany for 15 years. So the result is Volkswagen cars
cannot be sold. Nobody wants to buy them. What they're doing is retiring production lines
of the Volkswagen, making us buy tanks that Rheinmetall would be making on those
production lines. Tanks we neither need nor want.

As if the European Union can emulate the American military industrial complex, as if we can
start a new war every year or two, which we cannot do. So Europe is a stupid continent. I'm
saying this with a lot of pain as a committed Europeanist, and very patriotic about Greece,
about Europe, but we are going to go down in history as the most idiotic cabal of politicians
and economists in the history of the world.



Why? Because we're not like Africa. We don't lack resources. We don't lack wealth.

We don't lack technology. We don't lack great universities. What we lack is a political system
that can organize the escape out of a brown paper bag.

Ann Pettifor: | think we get your point, Yanis, about Europe. But Michael, tell me, what role
for China now? How is China going to handle this? I'm conscious we've not got a lot of time
to talk about this, but Michael, what are your views on China's role in all this?

Michael Hudson: Well, I'm surprised at how passive China has been all of this. As Yanis has
said, what is their plan? Finally, they've taken the gloves off and said, now that the United
States has offshored its industry and its dependency on China for refining vital raw materials
—not only the rare earths, but even aluminum and other products— China has the ability to
turn Trump's tariff policy and U.S. economic policy against itself through self-imposed
isolation .

Trump has set out with the American sanctions to isolate China, Russia, and the rest of the
world, but he's overplayed his hand so much that he's left the United States isolated. And
that creates a free reign for other countries, essentially the global majority countries, to
create an alternative to the dollar. | think one of the things that Trump has tried to do with
the tariffs and demanding givebacks from other countries is he wants to make the European
idiocy, for instance, that Yanis has talked about, an official aim of American tariff policy by
saying, one of your givebacks is you have to create a political system that is dominated not
only by pro-U.S. politicians, but dominated by a right-wing, anti-labor, pro-Rentier,
anti-government free market policy that defines a free market as something that the United
States has created and shaped in its own self-interest.

So the question for China and the global majority countries will be: what kind of a market
are they going to create? To me, the essence of this alternative market would be to do what
the 19th century classical economists wanted to do. You want to free that market from
exploitation, especially exploitation in the form of economic rent, not only land rent, but
monopoly rent, and especially financial rent. China has made money creation and banking a
public utility.

That is its great advantage, and that's what's enabled it to avoid the financialization of
industry that has been responsible for de-industrializing the United States and the European
economies. That's a precondition. China hasn't followed through with the logic of 19th
century free market economies to want to free its own economy from land rent and from
the mortgage debt that's developed into its own economy and sort of paralyzed the financial
sector for the last few years.

ne of the problems is that China hasn't really federalized its economy. In the late 1970s,
when Milton Friedman came there with a hundred flowers blooming, China said, okay, we're
going to let a hundred flowers bloom. It left local localities, towns and entire cities to
depend on their own revenue to develop.

Well, how did they achieve this revenue from an economy that didn't have a tax base? They
began selling off the land or leasing the land to real estate developers. And that leasing led



to a kind of symbiosis of finance with the real estate sector, finance, insurance, and the fire
sector.

China has let this sector develop. If it's going to create a model that's an alternative to the
U.S. financialization model, it has to go back to looking at tackling the problem of economic
rent. That entails freeing its localities from dependence on privatizing and financializing its
real estate as a means of financing their fiscal policy. I've not had very much success in
China.

I'm trying to remind them that when they claim to be Marxist, they have to follow volume
two and three of capital and theories of surplus value also, and realize that it's all about
economic rent seeking and land rent, especially as part of the socialist reform. | think they're
operating partially in the dark as to what to do. They really don't know, and haven't set aside
as America is threatening China and Iran with its military attack on Ukraine and on Russia.

This is the wildcard, as you pointed out.

Ann Pettifor: Can we address the whole question of the biosphere? To come back to your
point about cloud capital, which | think is very powerful, Yanis, how far can these guys go in
extracting rent without also just extracting the finite assets that make up the biosphere?
There's got to be a limit to the extent, because ultimately that rent must depend on
something real. It cannot only depend on synthetic assets. It has to also depend on real
assets. How far can they go before they blow up the ecosystem? My goodness.

Yanis Varoufakis: Back in 2015, 2016, before Trump was elected the first time around, | was
particularly concerned that maybe humanity has gone past the point of no return in terms of
climate catastrophe.

That was in 2016. After that, we had two terms of, well, we're in the second term of Trump
and one term of Biden who waxed lyrical about the green transition, but essentially did
nothing towards that except some tax credits for some green stuff along the massive
subsidization of the fossil fuel industry. If | was worried 10 years ago about us going past the
point of no return, imagine how terrified | am now.

| see no evidence that we are doing anything to stop that from becoming our reality. Now,
it's a tale of two cities, cloud capital. Compare and contrast OpenAl with DeepSeek.

OpenAl, which is based on the pure rent extraction model that, you know, Michael was
talking about as well, cloud to rent extraction. They are in the business of throwing as much
computing power into the Al machine as possible, hoping that data will come in on one side
and the output will be intelligence. That will never happen.

This is an extremely energy intensive process because it is accumulative. DeepSeek, on the
other hand, uses smart software engineering in order to produce even better results from
their Al using a tiny, tiny proportion of the energy. Okay, but what is the main reason? Why
can DeepSeek do it? Because they're not extracting any rent out of it.



They have provided us with that service for free as a social gift, right? So ownership and rent
seeking is at the heart of the connection between cloud capital and the impact on the
environment.

Ann Pettifor: That's really interesting. | don't know if you know, we had a catastrophe at
Heathrow Airport recently when the local energy substation collapsed.

Apparently, the energy generated for the whole of Heathrow is a third of what is needed for
a similar substation, not far away, just for generating data processing. So it is burning up
huge quantities of energy. So, and making that link, of course, with economic rent is right.

Now, Yannis, there is a question for you that | don't fully understand and | hope you can
answer. Do you know the copyleft and the free software movement are behind you? Will
you work with the EFF (Electronic Frontier Foundation), I'm not sure who they are, to start a
mass movement to change the property rights of the cloud infrastructure?

Yanis Varoufakis: Well, I'm always glad to have people behind or with me or alongside or
just in front of me — even better so | can follow them. It is true that some of us have been
working very hard to free up software, to socialise cloud capital, to start imagining how
beautiful cloud capital would be if it is socially owned.

Let me give you a simple example. Why do we need Airbnb, Uber, Deliveroo, and even our
banks, private banks, payment apps? Imagine if you're a municipality, and it's really that easy
to get coders to code their own municipal, original, publicly owned cloud capital. So that I'm
here and | want to go to the airport and instead of getting Uber that will always try to
maximise the cloud rents of the owners of Uber that will end up in the Cayman Islands, it
belongs to the municipality.

| can say, look, my name is Yanis and | want to go to the airport. What do you recommend?
One recommendation is a local taxi that retains all the rent from taking me to the airport. Or
the attendant says, don't be so stupid. There is a metro bus that is much faster or it costs
almost nothing. Take that. Uber will never do that.

What about Airbnb? Why can't our municipality decide on the democratic principles what
percentage of our housing we want to rent out for how many days a year instead of
effectively pushing everything into the tourist section and where Airbnb is lapped? Decide
this democratically and run a socially responsible Airbnb. What about food delivery? What
about payments? We can have the very same principles that govern the digital currency of
the Central Bank of China. Imagine if we had payment systems which allowed us even to
store our money and to receive the overnight interest rate of the Central Bank for zero fees.

This is a beautiful world powered by cloud capital as long as it is socially owned.

Ann Pettifor: Right. So you are in agreement and you do like what they're doing, which is
fantastic.

While we're at this stage of the conversation, can | just bring in our dear friend David
Graeber and the role of the state in all of this? As you know, David was essentially an
anarchist in the true sense of the word. What do we think the role of the state ought to be in



this period? And can | say why — we've only got a few minutes left — but I'm deeply
pessimistic about this transition. When we've had these tensions in the past, they haven't
led to peace and prosperity, but to the reverse. So | worry about that and then | worry about
the role. What do we expect as socialists, as people who want socially owned institutions?
What do we think about the role of the state? Michael.

Michael Hudson: Can you rephrase the question?
Ann Pettifor: In the context of David Graeber's ideas about how...

Michael Hudson: The whole focus of what David and | were doing was debt cancellation
and the fact that the world is so heavily burdened by debt service. This debt service has
crowded out the money, the income needed for new investment, whether it's infrastructure
or private investment, and it's crowded out personal consumption.

Without a writing down of debt, you cannot go forward. Each recovery since World War |l
has been on a higher and higher debt level. The debt is so high that it's stifling economies.

What we've been talking about is a perfect example of how to free the global South
countries,many global majority countries, from their debt overhead. Trump's tariff policy as
announced so far may enlist countries who agree to a give-back in the form of abolishing
democratic policy and putting forth a right-wing anti-government policy of free markets, as
defined by those controlled in the financial sector (and the monopolies that the financial
sector controls) in order to have a stranglehold over economies. Debt has become a
stranglehold, and the debt in conjunction with being run-up to finance economic rent is a
two-pronged stranglehold. This is what classical economics is all about: a logical extension of
land rent in what Europe and the West inherited from feudalism. It is not only a landed
aristocracy, but the usury-oriented banks not creating credit for industrialization and
industrial investment, but for real estate monopolies to control.

The very idea of monopoly rent, land rent, and financial rent were the aims of classical free
market economics. David and | focused upon the role of debt cancellations. It is the key to
this because it's finance that has backed this rent-seeking — all the way from real estate rent
to monopoly rent, to the privileges of the financial banking system and taking control of
government. That's the role of central banks to take control of government policy.

Ann Pettifor: Sure. And what's your view, Yanis, about the role of the states in this transition
and what's coming now?

Yanis Varoufakis: | think that Michael will appreciate it when | start my answer by
mentioning that when | resigned from the finance ministry, my major clash was with the
prime minister — who had just accepted the perpetration of our debt bondage and that thus
led me to resign. The PM turned to one of his colleagues, explaining why our ways had to
part, saying: “Yanis has this fixation with debt cancellation.” To which | said, “yes, in the
same way that if | were a prisoner of war, | would have a fixation with escape.” So | think
Michael understands that, right? Now, regarding the question about the state and the role of
the state.



We live in a world in a socioeconomic mode of production, distribution, exchange, and so
on, which is founded at the ideological level on a major motivated error: that we produce
value privately. That is the error.

The ideology that we produce value privately and then the state comes and collectivizes it
through the tax system. When in reality, we produce value collectively and then those with
the power, either the market power or the state bureaucratic power come in and privatize it,
right? So if we're going to use the state, it should be to diffuse power in order to make sure
that value that is produced collectively is enjoyed collectively.

Ann Pettifor: | mean, that's my view. And this is why | always look to Roosevelt — for all his
weaknesses, and they were many — he was able to defy Wall Street. He was able to make
Wall Street pay the costs of the depression, if you like, by removing the power over the
dollar and effectively over interest rates from Wall Street and taking that back to the
treasury.

So for me, he is the model. | mean, he was the one courageous leader that was happy for
Wall Street to hate him. He welcomed this hatred, as is known in one of his great speeches.

| think we've tackled the big subjects here of the day. Have we said enough about the
climate? | worry about many low-income countries being flooded and suffering from
droughts. They are often producers of commodities and need to be able to produce those
commodities to actually survive. he low-income countries haven't yet come into focus in this
crisis.

The West is entirely the focus of these discussions around the Trump shock. | want us to be
thinking about both the climate impact, but also the economic impact of what's going on.

| know that's something that Nika is also particularly concerned about in low-income
countries. Now, of course, it's largely debt, but it's largely also toxic emissions from the
North — poisoning, if you like — the planet and making it so much harder for people in
low-income countries to survive. We're pretty much at the end of this conversation.

I'd just like to say what an honour it has been to discuss with my comrades, Yanis and
Michael, and to thank Nika once again for organising this and to all of those listening. | hope
you enjoyed that conversation as much as | did. Thank you.

Yanis Varoufakis: Goodbye. Thank you, Ann, for organising this. And thank you, Nika, for
running the Institute.

And thank you to Michael for sharing your platform.
Michael Hudson: Well, we've tried to redefine the whole terms of the debate.

Ann Pettifor: Absolutely. Goodbye.

Transcription: Juan Sanguino, Molly



