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Mandate of IMF 
Promote monetary cooperation: Encourage countries to cooperate on 

international monetary and financial issues.  

Maintain financial stability: Monitor economies and identify risks that 

could lead to financial crises.  

Provide financial assistance: Lend money to countries experiencing 

shortages of foreign exchange or difficulties paying for imports and 

external debts.  

Promote international trade and economic growth: Support policies 

that help expand trade, employment, and economic prosperity.  

Provide technical assistance: Help governments improve taxation, 

public financial management, central banking, and economic 

policymaking.  

Suspend or delay loans: It can stop releasing loan instalments if a 

country fails to meet the conditions of its IMF programme.  

Set lending conditions: It can require agreed economic reforms, such 

as changes to taxation, government spending, or monetary policy, 

before providing financial assistance.  

Monitor economies: It assesses countries' economic policies and can 

publish reports highlighting economic risks.  

Restrict access to IMF financing: It can declare a country ineligible 

for further use of IMF resources under its rules or take other formal 

measures in cases of non-compliance.  



 

In a limited institutional sense. Under its Articles of Agreement, the 

IMF can take formal measures against member countries  

The IMF's legal structure allows for the creation of special advisory 

bodies,    

Agenda A 
Agenda A: Mitigating Brain Drain as a Structural Balance of Payment 

Crisis: Addressing Capital Flight, Human Capital Depletion and 

External Vulnerability   
  

A summary about the topic   

  

1. What Happens When Skilled People Leave?  

- Fewer Taxpayers: High earners like doctors, engineers, and 

software developers leave, leaving the government with much 

less tax money.  

  

- Brain Drain vs. Money Sent Home: Emigrants send some 

money home to family, but the money lost from their missing 

work, businesses, and taxes is far higher long-term.  

  

- Less Local Production: When key professionals leave, factories, 

hospitals, and tech companies struggle to grow or create 

products to sell abroad.  

  

2. How It Drains National Wealth (Capital Flight)  

- Moving Savings Abroad: When people migrate, they sell their 

homes, cars, and businesses and transfer those savings to foreign 

banks.  

  



 

- Weakening Local Markets: Selling off local assets reduces 

money inside the country’s own banks and stock markets.  

   

- Loss of Free Education Investments: The government spends 

millions educating doctors and engineers, but foreign countries 

get the benefits for free.  

  

3. How It Forces the Country into Debt & Deficits  

- More Buying, Less Selling (Trade Deficit): Without local 

experts, a country produces fewer things to sell to other nations 

and has to buy more goods from abroad.  

  

- Hiring Expensive Foreign Experts: To fix local skill shortages, 

businesses and governments must hire costly foreign 

consultants, paying them in foreign currency.  

  

- Falling Currency Value: When foreign money keeps flowing out 

and not enough comes in, the local currency loses its value 

(inflation rises).  

  

- Taking On High Debt: With less tax revenue and a weak 

currency, the government has to borrow expensive loans from 

foreign lenders just to keep running.  

  

  

  

  

 

 



 

Key terms 
1. Balance of Payments (BoP) Deficit  

• A Balance of Payments (BoP) Deficit occurs when a 

country's total financial outflows due to imports, capital 

transfers, and foreign debt payments exceed its incoming 

foreign exchange reserves.  

• When skilled workers leave en masse, domestic productivity 

decreases, forcing the nation to import more high-value 

goods and services. At the same time, domestic tax revenue 

shrinks, limiting the central bank’s capacity to earn and hold 

foreign currency.  

• According to the IMF, countries experiencing acute brain 

drain frequently suffer persistent current account deficits 

exceeding 5% to 8% of GDP. Reports by Al Jazeera on South 

Asian and Sub-Saharan African economies highlight how 

severe foreign exchange shortages periodically prevent 

central banks from financing essential food, energy, and 

medicine imports.  

• In committee, framing brain drain through the BoP deficit 

demonstrates how human capital depletion directly triggers 

currency devaluation and macroeconomic instability.  

  

2. Capital Flight  

• Capital Flight refers to the rapid, large-scale movement of 

financial assets, domestic savings, and private investments 

out of a country into foreign bank accounts or foreign 

financial markets.  

• High-earning professionals (engineers, corporate managers, 

doctors) do not just migrate with their skills; they liquidate 

domestic real estate, clear out local bank savings, and transfer 



 

wealth abroad to secure personal financial stability, stripping 

local banks of liquidity.  

• According to UNCTAD (UN Trade and Development), illicit 

capital flight from developing countries exceeds $88 billion 

annually from Africa alone. Furthermore, IMF studies 

indicate that when political or economic crises worsen, 

capital flight scales proportionally with high-skilled visa 

applications.  

• Delegates can use this concept to show that brain drain is not 

purely a human resource issue it is a liquid financial drain 

that deprives local capital markets of investment money.  

  

3. Remittances  

• Remittances are cross-border financial transfers made by 

migrant workers back to family members or institutions in 

their home country.  

• Explanation: While remittances provide immediate, direct 

household relief and inject foreign currency into domestic 

banks, they operate primarily as a short-term consumer 

subsidy rather than a driver of long-term economic 

development.  

• The World Bank’s Migration and Development Brief  

indicates that global remittances to Low- and Middle-Income 

Countries (LMICs) reached approximately $685 billion to 

$690 billion. In countries like Tajikistan, Lebanon, and 

Samoa, remittances account for over 25% to 40% of GDP. 

However, UNDP research notes that less than 10% of 

remittance inflows go toward capital investments or industrial 

infrastructure.



-  

In committee discussions, this serves as a critical counter-point: 

delegates defending labor migration will cite remittances, but strong 

speeches can counter that remittances rarely offset the lost tax bases 

and production capacity caused by brain drain.  

  

4. Services Account Deficit  

• A Services Account Deficit occurs when a country spends 

significantly more foreign currency hiring international 

services (such as consultancy, IT engineering, legal counsel, 

and specialized healthcare) than it earns by exporting its own 

service industries.  

• When a country loses its local experts, it can no longer 

deliver complex domestic projects internally. The 

government and local corporations are forced to hire 

expensive foreign multinational contractors, paying them in 

foreign reserves (USD or Euros), which widens the deficit on 

the services balance sheet.  

• Data from UNCTAD shows that developing nations 

frequently run deep net negative balances on their service 

accounts. For instance, when Sub-Saharan African nations 

lose medical or technical experts, they spend billions of 

dollars annually hiring foreign consultants and sending state 

officials abroad for healthcare or technical oversight, 

consuming valuable foreign reserves.  

• Bringing up the services account deficit in committee 

demonstrates an advanced understanding of trade balances 

beyond physical goods, showing how talent loss directly 

forces nations to buy back services from foreign entities at 

inflated prices.  
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5. Fiscal Hysteretic Loss  

• Fiscal Hysteretic Loss refers to the permanent, structural 

destruction of a government's tax revenue base combined 

with the complete loss of "sunk costs" invested in public 

education and healthcare.  

• Explanation: The government uses public tax money to 

subsidize primary education, university tuition, and medical 

training. When those graduates migrate immediately after 

completing their education, the home country absorbs 100% 

of the training costs, while foreign, high-income host 

economies capture 100% of their lifelong income taxes.  

• According to a study published by the World Bank and 

supported by IOM (International Organization for Migration) 

data, developing nations lose an estimated $15 billion to $20 

billion annually in subsidized higher education investments 

due to professional emigration. In countries like Ghana, 

Jamaica, and Haiti, over 60% of university-educated citizens 

reside abroad, leaving the state with unrecoverable fiscal 

losses.  

• Utilizing this term proves to the committee that emigration is 

an unequal transfer of wealth from developing nations to 

developed economies, highlighting the necessity of 

international tax-sharing or compensation frameworks.  

  

6. Brain Circulation  

Brain Circulation is a diplomatic and economic policy 

framework that converts one-way emigration ("Brain Drain") 

into a two-way, collaborative flow of skills, technology, and 

capital between diaspora communities and their origin 

countries.  
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• Rather than treating migrant professionals as a total loss or 

attempting to block emigration, states leverage their overseas 

talent pool through structured short-term consulting contracts, 

remote academic positions, joint-venture tech hubs, and 

specialized diaspora investment bonds.  

• The International Organization for Migration (IOM) and 

UNDP highlight success stories in nations like India, China, 

and Taiwan, where government incentives enabled diaspora 

talent to build domestic tech ecosystems (e.g., Bangalore’s IT 

hub). World Bank data confirms that diaspora bonds have 

successfully raised billions of dollars in foreign currency for 

infrastructure development in countries like Israel and India.  

• Brain circulation provides a realistic, actionable solution 

clause for draft resolutions, moving the committee past 

complaints about talent loss toward structured diaspora-led 

development models. 

 

History and background 

 
1. The Venezuelan Hyperinflation and Mass Exodus (2014–Present)  

• The post-2014 collapse of Venezuela’s economy triggered the 

largest exodus of skilled and general labor in Latin American 

history, turning a temporary oil shock into a permanent 

Balance of Payments (BoP) crisis.  

• As hyperinflation decimated real salaries, millions of 

engineers, oil industry specialists, doctors, and academics 

fled the country. The loss of technical expertise severely 

crippled state oil infrastructure (PDVSA), causing production 

to collapse. This destroyed the nation's primary foreign 
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currency generator, leading to severe currency devaluation 

and capital flight.  

• UNHCR and IOM data show that over 7.7 million 

Venezuelans emigrated. According to UNCTAD and Al 

Jazeera reports, Venezuelan oil production plummeted from 

over 3 million barrels per day to under 800,000 barrels per 

day, stripping the central bank of foreign exchange reserves 

and pushing over 80% of the remaining population into 

multidimensional poverty.  

• Venezuela demonstrates that relying on a single resource or 

short-term remittances cannot offset the total destruction of a 

country's human capital and export base.  

  

2. The Greek Sovereign Debt & "Brain Drain" Crisis (2010–2018)  

• Greece’s debt bailout crisis created a catastrophic human 

capital drain that eroded the national tax base and widened 

the services account deficit.  

• To receive IMF and European Central Bank bailouts, 

Greece implemented strict austerity measures, cutting 

public sector wages and health budgets. Over half a 

million young, educated Greeks emigrated to Northern 

Europe. The government lost its highest-earning taxpayers 

while remaining burdened with massive public debt, 

making it dependent on foreign loans to cover fiscal 

deficits.  

• Studies cited by UNCTAD and European economic 

reviews reveal that between 2010 and 2018, over 450,000 

to 800,000 educated Greeks departed—representing nearly 

10% of the working-age population. The World Bank 

noted that Greece lost over €15 billion in sunk higher 
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education investments (fiscal hysteretic loss), which 

delayed its economic recovery by a decade.  

• Today, developing nations undergoing IMF-mandated 

austerity (e.g., Pakistan, Egypt, Kenya) face the exact 

same structural risk: cutting public spending to balance 

budgets drives out top talent, weakening long-term 

productivity and foreign exchange stability.  

 

3. Zimbabwe’s Agricultural & Professional Collapse (2000–2008)  

• Fast-track land reforms and hyperinflation in Zimbabwe 

caused an unprecedented exodus of skilled agricultural, 

medical, and financial professionals, sparking a complete 

foreign exchange collapse.  

• Economic disruption caused teachers, doctors, commercial 

farmers, and bankers to flee to South Africa, the UK, and 

Australia. The loss of commercial farming expertise 

destroyed agricultural exports (tobacco, maize), turning 

Zimbabwe from a regional food exporter into a net 

importer. This widened the trade deficit and forced the 

central bank to print currency, culminating in historic 

hyperinflation.  

• Al Jazeera and UN Development Programme (UNDP) 

reports documented that by 2008, over 3 million 

Zimbabweans (roughly 25% of the population) were living 

abroad. The World Health Organization (WHO) noted that 

over 80% of state-trained doctors and nurses left the 

country, forcing the government to use scarce foreign 

currency reserves to import basic medical supplies and 

foreign expertise.  
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• Zimbabwe serves as a classic case study showing how 

sudden talent flight transforms a domestic policy misstep 

into a permanent external balance of payments crisis.  

  

4. The Iranian Post-Sanctions & Elite Brain Drain (2018–Present)  

• Severe economic sanctions and currency instability in Iran 

accelerated a massive elite brain drain, driving heavy 

private capital flight into foreign real estate and overseas 

banks.  

• High inflation, international banking restrictions, and 

domestic political instability drove thousands of Iranian 

tech entrepreneurs, physicians, and engineers to migrate to 

North America, Europe, and the Gulf States. Emigrants 

liquidated domestic assets and transferred funds abroad via 

informal channels (hawala), stripping domestic banks of 

liquid assets and forcing Iran into deep services account 

deficits to purchase technical infrastructure.  

• According to World Bank and UNCTAD estimates, Iran 

loses between $10 billion and $20 billion annually in 

capital flight accompanying high-skilled emigration. Al 

Jazeera coverage highlights that Iran consistently ranks 

among the top nations in the world for elite student and 

researcher emigration, causing permanent loss of domestic 

innovation capacity.  

• This highlights how geopolitical isolation and currency 

instability force a nation's wealthiest and most educated 

citizens to export their wealth, worsening the central 

bank's foreign exchange crisis.  

  

5. Sri Lanka’s Debt Default & Professional Exodus (2022–Present)  
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• Sri Lanka’s 2022 sovereign debt default triggered a rapid 

migration of middle-class professionals, crippling the 

service-export sector and deepening the nation's reliance 

on foreign aid.  

• Severe foreign exchange shortages led to blackouts and 

shortages of fuel, food, and medicine. As the Sri Lankan 

Rupee lost significant value, thousands of IT professionals, 

aviation experts, doctors, and engineers emigrated to 

secure stable incomes. This destroyed the domestic IT and 

service export sector—one of Sri Lanka's primary non-

tourism sources of foreign currency.  

• UN Resident Coordinator reports and Al Jazeera economic 

analyses noted that passport applications surged by over 

300% following the default, with over 300,000 

professionals leaving in a single year. The Sri Lankan 

Ministry of Health reported losing over 1,000 doctors in 12 

months, forcing hospitals to shut down specialized units 

and requiring foreign development loans to pay for basic 

healthcare services.  

• Sri Lanka provides a modern example of how a sovereign 

debt default causes an immediate brain drain, which in turn 

weakens the exact export industries needed to earn foreign 

currency and service external debt.  

 

  

Causes 
1. Social causes   

 

1. Declining Quality of Life and Infrastructure  
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• Systemic collapse of public infrastructure, deteriorating 

healthcare, and unreliable basic utilities act as a continuous 

push factor, forcing families and skilled professionals to 

seek functional living conditions abroad.  

• When public health systems fail, power grids collapse, and 

clean water becomes scarce, high-earning individuals 

recognize that domestic financial wealth cannot buy a 

basic quality of life. This drives them to relocate their 

households to countries with dependable public services.  

• In Sudan, ongoing conflict led to the severe damage or 

destruction of over 150 health facilities and critical power 

infrastructure. According to UNOCHA and Al Jazeera field 

reporting, over 70% of hospitals in conflict-affected 

regions became completely non-functional, leaving more 

than 30 million people without basic medical care. This 

complete infrastructural breakdown forced thousands of 

remaining senior doctors and engineers to cross borders, 

draining the country of its essential technical class.  

• The loss of skilled personnel worsens the infrastructure 

crisis, creating a self-reinforcing loop: decaying utilities 

push professionals out, and their absence prevents the 

country from maintaining or rebuilding the infrastructure 

needed to generate domestic wealth.  

 

2. Safety, Security, and Human Rights Concerns  

• Armed conflict, political persecution, and pervasive 

lawlessness create extreme physical risks that compel 

professionals to prioritize survival over career or national 

loyalty.  

• High-skilled individuals such as journalists, human rights 

lawyers, academics, and medical personnel are often 

targeted by authoritarian regimes or militant groups. When 
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physical safety is compromised, legal protections vanish, 

and civil liberties are suppressed, emigration becomes a 

necessity rather than an economic choice.  

• In Syria, over a decade of conflict and institutional 

repression resulted in severe human rights violations and 

widespread landmine hazards, leaving over 15 million 

citizens exposed to immediate physical risk. UN Human 

Rights Council and UNICEF documentation highlight that 

nearly 70% of the pre-war medical workforce and 

university faculty fled the country, creating an 

unprecedented administrative and institutional void.  

• Brain drain driven by safety concerns strips developing 

nations of the legal, academic, and administrative 

personnel required to re-establish the rule of law, directly 

prolonging political instability and foreign debt 

dependence.  

3.Workplace Burnout and Poor Working Conditions  

• Chronic underfunding, severe resource shortages, and 

unsustainable workloads cause systemic occupational 

burnout, driving professionals out of public institutions.  

• In underfunded public sectors, workers are routinely 

forced to perform high-stakes duties without basic 

equipment, adequate safety protocols, or fair 

compensation. Over time, physical and emotional 

exhaustion leads to workforce attrition, with professionals 

moving overseas to facilities that offer proper equipment 

and manageable work environments.  

• Reports from the World Health Organization (WHO) and 

Al Jazeera covering public sector health workers in nations 

like Zimbabwe and Nigeria reveal that over 80% of junior 

doctors report severe burnout due to shortages of basic 

medical supplies and protective equipment. The WHO 
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notes that Sub-Saharan Africa faces a projected shortage of 

5.3 million healthcare workers, driven largely by 

professionals leaving public systems for positions in 

OECD countries.  

• High rates of occupational burnout accelerate the loss of 

public sector talent. To maintain basic operations, 

governments are forced to hire expensive foreign 

contractors, worsening national services account deficits.  

3.  Social Inequality and Restrictive Cultural Norms  

• Systemic discrimination based on gender, ethnicity, or 

social class, combined with restrictive cultural 

environments, suppresses personal freedom and drives 

marginalized talent to relocate.  

• When qualified individuals face structural barriers to 

career advancement such as gender-based employment 

restrictions, nepotism, or social bias their potential remains 

unfulfilled. Emigrating to societies with greater social 

mobility and human rights protections becomes the 

primary avenue for personal and professional growth.  

• According to UN Women and UNDP human development 

reports on Afghanistan, the implementation of severe 

restrictions on female education and employment barred 

over 1.1 million girls and women from secondary and 

higher education. This policy eliminated half the country's 

potential skilled workforce, triggering a targeted exodus of 

female doctors, teachers, and NGO professionals seeking 

asylum in host nations.  

• Restrictive social structures reduce human capital 

utilization by half. By driving educated women and 

minority professionals abroad, nations permanently lose 

public educational investments and forfeit the tax revenues 

these high earners would have generated.  



 

 

2. Political causes   

1. Civil Wars and Armed Conflicts  

• Active civil wars cause an immediate, involuntary exodus 

of high-skilled human capital, permanently destroying 

domestic institutional memory and productive capacity.  

• War directly destroys infrastructure, hospitals, and 

personal security, making professional life impossible. 

High-earning professionals (doctors, engineers, 

researchers) possess the mobility to flee early in a crisis, 

causing a sudden, systemic collapse of public 

administration and specialized services.  

• In Sudan, prolonged military conflict forcibly displaced 

over 11 to 14 million people. UNHCR, UNOCHA, and Al 

Jazeera field investigations confirm that over 70% of 

health facilities in conflict zones ceased functioning, while 

thousands of medical specialists and university faculty fled 

across borders. This forced the nation to rely on expensive 

foreign emergency assistance, directly expanding its 

Services Account Deficit.  

• Armed conflict transforms productive domestic talent into 

displaced populations, ensuring post-war reconstruction 

faces long delays because the state lacks the domestic 

experts required to rebuild infrastructure or service 

external debt.  

  

2. Political Instability and Regime Fragility  

• Chronic political instability, unconstitutional changes of 

government, and lawlessness destroy long-term economic 

forecasting, compelling professionals to relocate their 

assets and careers to stable foreign markets.  



 

• When governments face continuous turnover, arbitrary 

policy shifts, or gang control, domestic asset values 

collapse and contract law fails. High earners liquidate real 

estate and clear out bank accounts—triggering severe 

capital flight—to secure financial stability in predictable 

jurisdictions.  

• In Haiti, following years of severe political vacuum and 

armed gang control over 85% of Port-au-Prince, the UN 

Human Rights Office (OHCHR) and Al Jazeera 

documented total institutional paralysis. Over 300,000 

citizens—including thousands of qualified educators, civil 

servants, and medical staff—emigrated under international 

humanitarian programs, stripping the state of its 

administrative core.  

• Political instability accelerates private capital flight, 

draining domestic commercial banks of liquidity and 

leaving central banks with depleted foreign exchange 

reserves to defend the domestic currency.  

  

3. Lack of Democracy  

• Authoritarianism, political repression, and suppressed civil 

liberties eliminate personal freedom and professional 

autonomy, driving educated citizens to migrate to democratic 

states.  

• Non-democratic regimes routinely suppress academic 

freedom, censor research, and restrict freedom of expression. 

High-skilled individuals in journalism, law, higher education, 

and technology emigrate to escape surveillance, arbitrary 

arrest, and ideological compliance.  

• According to UN Human Rights Council reports on Syria and 

Nicaragua, political purges and authoritarian crackdowns led 

to the mass emigration of over 50% of targeted university 



 

faculty, journalists, and legal scholars. In Venezuela, non-

democratic governance and political persecution contributed 

to the departure of over 7.7 million citizens, including 

thousands of state oil engineers and academics.  

• The suppression of democratic freedoms triggers a targeted 

loss of intellectual capital, causing fiscal hysteretic loss as 

state funds spent on higher education yield zero domestic 

return.  

  

4. Lack of Government Accountability and Systemic Corruption  

• Systemic corruption, weak judicial oversight, and 

institutional favoritism destroy meritocracy, driving top 

talent abroad due to career stagnation and economic 

unfairness.  

• When public contracts, university chairs, and executive 

roles are allocated based on political loyalty or bribery 

rather than merit, qualified professionals face artificial 

career ceilings. Frustrated by corruption and degrading 

public institutions, skilled workers emigrate to societies 

with strong rule of law.  

• UNDP human development assessments on fragile 

economies demonstrate a direct correlation between high 

corruption indexes and elevated high-skilled emigration 

rates. In Lebanon, systemic political mismanagement and 

corruption led to a bank liquidity collapse and economic 

contraction exceeding 50% of GDP. UNICEF and Al 

Jazeera reported that over 40% of the country’s medical 

doctors and university professors emigrated to the Gulf 

and Europe as a result.  

• A lack of government accountability starves the state of tax 

revenue from high earners, forcing governments to borrow 



 

externally to cover fiscal deficits, worsening Balance of 

Payments (BoP)vulnerabilities.  

  

5. Poor Diplomatic Relations and International Isolation  

• Diplomatic isolation, international economic sanctions, 

and exclusion from global banking systems disconnect a 

nation from world trade, forcing skilled workers abroad to 

access international markets.  

• When a country faces international isolation or sanctions, 

domestic enterprises lose access to foreign direct 

investment (FDI), cross-border payment platforms (e.g., 

SWIFT), and global technology networks. Skilled 

professionals—particularly in IT, engineering, and finance 

must emigrate simply to work and receive international 

payments.  

• Following the military takeover in Myanmar, UNCTAD 

and UN News documented a 9% economic contraction and 

severe international sanctions. UNDP reporting highlighted 

a mass exodus of tech professionals, young workers, and 

researchers fleeing to neighboring countries, causing FDI 

inflows to plunge significantly.  

• Diplomatic isolation cuts off foreign direct investment 

(FDI) and export earnings, forcing isolated states into 

unfavorable borrowing conditions that deepen their 

structural Balance of Payments (BoP) and external debt 

crises.  

3. Economic causes   

  

1. Low Wages and Salaries  

• Chronic wage depression and uncompetitive domestic 

salaries force skilled professionals to flee their home 



 

countries in search of fair compensation and global 

purchasing power.  

• When domestic salaries fail to match international market 

rates or keep pace with inflation, highly educated 

individuals (like doctors, software engineers, and 

university professors) experience severe income erosion. 

Emigration becomes the primary mechanism to achieve 

financial stability and secure an appropriate return on their 

educational investments.  

• According to the International Labour Organization (ILO) 

and World Bank migration studies, wage differentials 

between developing nations and OECD countries can 

exceed 400% to 600% for identical professional roles. In 

Pakistan, Al Jazeera reports documented that over 800,000 

to 1 million young workers and professionals registered to 

work abroad in a single year, driven primarily by severe 

currency devaluation and unviable local salaries.  

• Mass departure due to low wages shrinks the national 

direct tax base, reducing state revenues and directly 

expanding the country's Balance of Payments (BoP) 

deficit.  

  

2. Weak Industrial Development  

• Stagnant domestic industries and a lack of manufacturing 

or technological infrastructure push specialized graduates 

to leave because their home economy cannot absorb their 

skill sets.  

• When an economy relies heavily on low-value primary 

commodities rather than high-tech manufacturing, 

research, or advanced services, specialized professionals 

face structural unemployment. Without modern labs, tech 

hubs, or industrial complexes, scientists and engineers 



 

must flee abroad to find industries where their technical 

knowledge is actually applicable.  

• Data from UNCTAD (UN Trade and Development) shows 

that developing nations with low industrial complexity lose 

up to 30% to 50% of their STEM (Science, Technology, 

Engineering, Math) graduates to foreign markets. In 

nations across Sub-Saharan Africa and South Asia, UN 

reports highlight that a lack of industrial diversification 

forces thousands of engineering graduates annually into 

underemployment or emigration.  

• Weak industrial capacity prevents a nation from exporting 

high-value goods, deepening its trade deficit and forcing 

the state to rely on expensive foreign imports and external 

debt.  

  

3. Lack of Financial Security  

• High inflation, banking instability, and unviable 

domestic savings systems compel professionals to flee 

to countries with stable currencies and secure financial 

markets.  

• Severe local currency depreciation destroys domestic 

bank savings, pensions, and retirement funds. High-

earning professionals realize that holding assets in local 

banks erodes their wealth, prompting them to relocate 

to economies where they can earn, save, and invest in 

stable foreign exchange currencies (such as USD or 

EUR).  

• During Lebanon’s financial crisis, the local currency 

lost over 95% of its value, wiping out lifelong savings 

held in domestic banks. UNICEF, UNCTAD, and Al 

Jazeera economic assessments revealed that this total 

collapse of financial security triggered the immediate 



 

departure of over 40% of the nation's medical 

professionals and financial experts, who transferred 

their remaining liquid capital to foreign institutions.  

• The search for financial security accelerates capital 

flight, stripping domestic commercial banks of liquidity 

and leaving central banks without foreign currency 

reserves.  

  

4. Lack of Career Opportunities and Vertical Mobility  

• Artificial career ceilings, lack of research funding, and 

systemic nepotism drive top talent to flee in pursuit of 

professional growth and merit-based advancement.  

• In many developing states, career progression in public 

and private sectors is hindered by institutional 

stagnation, inadequate research grants, or non-

meritocratic hiring practices. High achievers who find 

their career trajectories blocked choose to migrate to 

international hubs where innovation, merit, and 

professional advancement are rewarded.  

• World Bank and UNESCO research on higher 

education highlights that over 60% of university-

educated professionals who emigrate from regions like 

the Caribbean and Latin America cite a lack of 

professional growth and research funding as their 

primary motivation. In Nigeria, surveys by health 

organizations and Al Jazeera indicated that over 80% of 

practicing doctors actively plan to migrate due to poor 

hospital equipment and restricted career progression.  

• The departure of ambitious talent leads to fiscal 

hysteretic loss, as state-funded education yields no 

long-term domestic return, forcing governments to 

spend scarce foreign exchange hiring foreign 

consultants to fill high-level skill gaps.  



 

Impacts 
1. Social impacts   

1. Family Separation  

• High-skilled emigration breaks up household structures, 

creating long-term social fragmentation and emotional 

strain on dependents left behind in origin countries.  

• Due to strict immigration laws, high visa costs, and 

initial employment instability in host nations, 

emigrating professionals are frequently forced to leave 

spouses, children, and aging parents behind. While sent-

home remittances meet immediate financial needs, the 

physical absence of primary caregivers leads to 

developmental issues for children and leaves elderly 

family members without adequate domestic care.  

• Research from the International Organization for 

Migration (IOM) and UNICEFhighlights that in high-

emigration nations across South Asia (such as the 

Philippines and Nepal), millions of children grow up in 

"left-behind" households where one or both parents 

reside abroad. Studies published by Al Jazeera on labor 

export dynamics demonstrate that despite rising 

remittance inflows, left-behind households experience 

significantly higher rates of youth behavioral issues and 

emotional distress due to prolonged parental absence.  

• Family separation undermines the domestic social 

fabric, shifting the burden of caregiving and social 

support onto underfunded state social safety nets, which 

further strains national fiscal budgets.  

  

2. Psychological Stress and Loneliness  



 

• Emigrating professionals face severe psychological 

stress, social isolation, and burnout caused by 

cultural adaptation challenges, discrimination, and 

dual-family financial pressures.  

• Upon arriving in foreign markets, skilled migrants 

often experience xenophobia, underemployment 

(working jobs below their qualifications), and high 

living costs. Simultaneously, they bear the intense 

pressure of maintaining high earnings to support 

themselves abroad while sending monthly money 

back to extended families, leading to chronic mental 

health struggles without traditional family support 

systems.  

• According to the World Health Organization (WHO) 

and mental health studies conducted among migrant 

health workers in OECD nations, migrant 

professionals report significantly higher levels of 

anxiety, depression, and workplace burnout 

compared to native workers. Al Jazeeracoverage of 

migrant doctors in Europe and the Gulf highlights 

how non-recognition of foreign qualifications forces 

highly educated professionals into lower-tier contract 

roles, causing deep psychological distress and 

professional demoralization.  

• Psychological strain reduces migrant productivity 

and earnings, directly limiting their ability to invest 

back into their home country's economy through 

capital markets or Diaspora Bonds.  

  

3. Loss of Cultural Identity and Community Cohesion  



 

- Mass emigration strips origin communities of their cultural 

leaders, civic organizers, and intellectual anchors, accelerating 

cultural erosion and community decline.  

- When artists, writers, teachers, and community organizers 

emigrate en masse, local cultural preservation and civic 

engagement suffer. Younger generations growing up in high-

emigration areas increasingly view their own language, heritage, 

and local economy as inferior, adopting an "emigration mindset" 

that prioritizes leaving over preserving or enriching their local 

culture.  

- UNESCO cultural preservation reports on rural and peri-urban 

regions in Eastern Europe, the Caribbean, and Central America 

document a noticeable decline in local cultural institutions, 

community arts, and civic associations due to youth and 

intellectual departure. In countries like Guyana and Jamaica, 

where over 70% to 80% of tertiary-educated citizens live 

abroad, UN cultural studies note that community heritage 

traditions are increasingly difficult to sustain without local youth 

participation.  

- The loss of cultural cohesion and community vitality reduces a 

nation's soft power and domestic tourism potential, worsening 

the national Services Account Deficit as cultural exports vanish.  

  

4. Shortage of Skilled Professionals  

- The persistent exodus of doctors, engineers, IT specialists, and 

educators creates severe domestic skill shortages, crippling 

essential public services and stopping economic development.  

- When specialized talent departs faster than higher education 

systems can train replacements, public institutions face 

functional collapse. Key infrastructure projects stall, public 

school systems lose qualified teachers, and hospitals lose 

specialists, forcing governments to spend scarce foreign 



 

currency hiring foreign contractors or importing emergency 

services.  

- Data from UNCTAD and the World Health Organization (WHO) 

shows that Sub-Saharan Africa bears 25% of the global disease 

burden but retains only 3% of the world's health workforce due 

to professional emigration. In Pakistan, official government 

statistics reported by Al Jazeera revealed that over 1.6 million 

skilled workers including thousands of doctors, engineers, and 

computer programmers left the country in a short two-year 

period, forcing local hospitals and tech firms into severe talent 

shortages.  

- Domestic skill shortages force states into a deep Services 

Account Deficit because governments must pay expensive 

international firms in foreign reserves to manage infrastructure, 

engineering, and medical care.  

  

2. Political impacts  

1. Decline in Public Sector Efficiency  

- The mass departure of experienced civil servants, policy 

analysts, and technical directors causes administrative inertia, 

destroying the state's capacity to deliver basic public services.  

- Public institutions rely on institutional memory and senior 

technical staff to draft policy, manage budgets, and maintain 

infrastructure. When qualified personnel emigrate, government 

ministries are left with undertrained or politically appointed 

staff. As a result, public projects face severe delays, regulatory 

oversight fails, and simple administrative tasks (like issuing 

permits or maintaining utilities) become highly dysfunctional.  

- Institutional studies by the OECD and UNDP on public sector 

capacity in Latin America and the Caribbean reveal that loss of 

skilled personnel drops project completion rates in the public 

sector by up to 35%. In post-crisis states, the average time 



 

required to process public procurement contracts doubles, 

directly stalling infrastructure development.  

- Citizens experiencing daily service delays, blackouts, and 

bureaucratic gridlock stop viewing the state as a functional 

entity. This failure of basic service delivery directly breeds 

public cynicism and political distrust, as citizens feel their tax 

money is being wasted by an incompetent administration.  

  

2. Increased Dependence on Foreign Experts  

- Deprived of domestic technical experts, governments are forced 

to hire expensive foreign consulting firms, leading to severe 

Services Account Deficits and a loss of national policy 

sovereignty.   

- To manage complex tasks—such as negotiating external debt 

restructuring, designing national energy grids, or writing 

financial regulations, governments must contract foreign 

multinational consultancies. These firms charge international 

rates payable in hard foreign currency (USD/Euros). This drains 

central bank foreign reserves while creating a foreign-driven 

policy agenda that rarely reflects local needs.  

- According to economic assessments on aid and technical 

governance in Sub-Saharan  

Africa and post-conflict states, up to 20% to 30% of total 

Official Development Assistance (ODA) and technical 

assistance funds are spent directly on foreign consultants and 

foreign technical advisers. In nations like South Sudan and East 

Timor, foreign consultancy fees historically consumed more 

state budget allocations than the entire domestic health or 

education payrolls.  

- Seeing foreign firms paid exorbitant salaries in foreign exchange 

while local salaries remain stagnant creates immense public 

outrage. Citizens perceive their national leaders as puppet 



 

administrations that have surrendered policy decision-making to 

foreign institutions, destroying public confidence in state 

sovereignty.  

  

3. Increased Political Dissatisfaction  

- Brain drain disproportionately strips a nation of its educated 

middle class—the primary demographic that holds governments 

accountable—leaving behind a polarized and politically 

disenfranchised electorate.  

- Teachers, lawyers, journalists, and civic organizers form the 

bedrock of civil society. They organize unions, lead peaceful 

protests, monitor government corruption, and demand legal 

accountability. When this critical layer of society emigrates en 

masse, the democratic feedback loop breaks. The remaining 

population is often left feeling powerless, exhausted, or 

politically helpless against state overreach and corruption.  

- Regional governance surveys by Latinobarómetro and 

Transparency International across high-emigration developing 

nations show that public political dissatisfaction regularly 

exceeds 75% to 80%. Furthermore, UNDP civic participation 

indicators confirm that voter turnout in municipal elections 

drops by 15% to 25% in high-emigration districts, reflecting 

widespread political apathy.  

- As the educated middle class leaves, citizens lose their political 

advocates and public watchdogs. This fuels a widespread belief 

that political reform through normal democratic channels is 

impossible, leaving citizens dissatisfied with the entire political 

system.  

  

4. Reduced Public Trust in Government  



 

- The combination of public service decay, economic stagnation, 

and rampant institutional favoritism creates a widespread belief 

that the state is fundamentally illegitimate and corrupt.  

- When citizens see that the only path to career success or basic 

security is emigrating, they view staying home as a failure. 

When government officials continue to enrich themselves while 

public healthcare, legal, and financial systems collapse, public 

trust in democratic institutions completely vanishes.  

- Joint data from the OECD and World Bank on public integrity 

reveals that institutional trust in governments across fragile, 

high-brain-drain economies has dropped to under 20%. In 

countries like Peru, Lebanon, and Haiti, public perception 

surveys show that over 85% of citizens believe their national 

government operates solely to serve the private interests of 

corrupt political elites rather than the public good.  

- When public trust reaches critically low levels, citizens stop 

participating in the formal economy. They evade taxes, bypass 

official legal channels, operate entirely in the shadow/informal 

market, or attempt to migrate themselves completing a full cycle 

of institutional breakdown and national insolvency.  

  

3. Economic impacts  

1. Balance of Payments (BoP) Deficit  

- High-skilled emigration accelerates foreign currency outflows 

and reduces high-value export earnings, directly triggering 

persistent Balance of Payments (BoP) current account deficits.  

- When professionals emigrate, they stop producing domestic 

high-value goods and services (e.g., software, engineering, 

specialized medical care). To replace these missing capabilities, 

the home country must import foreign technology, pay foreign 

consultants, and send citizens abroad for specialized services 



 

using scarce foreign currency reserves. Simultaneously, 

emigrants transfer private capital and bank savings abroad, 

depleting central bank reserves.  

- IMF and UNCTAD macroeconomic studies show that 

developing economies suffering from severe high-skilled 

emigration routinely maintain structural current account deficits 

exceeding 5% to 8% of GDP. This currency drain frequently 

forces central banks into emergency foreign borrowing to 

maintain currency stability and finance essential imports.  

- The widening BoP deficit forces developing nations into 

external debt dependency, making national reserves vulnerable 

to external currency shocks and global inflation.  

  

2. Decline in Innovation and Technological Progress  

- Brain drain strips developing nations of their top scientific, 

technical, and entrepreneurial minds, leading to stagnant 

technological progress and lower economic complexity.  

- Industrial innovation relies on a critical mass of researchers, 

engineers, and tech entrepreneurs who patent local technologies, 

attract venture capital, and build high-tech startups. When these 

individuals emigrate to advanced innovation hubs (e.g., North 

America or Western Europe), origin countries experience an 

total collapse in domestic research and development (R&D) 

output and patent generation.  

- Data from the World Intellectual Property Organization (WIPO) 

Global Innovation Index highlights that while global corporate 

R&D spending reaches trillions annually, middle- and low-

income economies account for less than 5% of global patent 

filings. UNCTAD research shows that Sub-Saharan Africa and 

Latin America lose up to 30% to 50% of their university STEM 

graduates to OECD nations, creating an "innovation ceiling" that 

halts industrialization.  



 

- A decline in domestic innovation keeps a country trapped as a 

primary commodity exporter, forcing it to import expensive 

foreign high-tech machinery and software, worsening trade 

imbalances.  

  

3. Widening Income Inequality and Gender Inequality  

- Skilled migration widens domestic income disparity while 

disproportionately shifting unpaid care workloads and systemic 

economic barriers onto women. Explanation: Domestically, 

families receiving foreign exchange remittances build private 

wealth, leaving non-migrant households behind. On a gender 

level, selective skilled migration often creates male-dominated 

labor departures, leaving women behind to manage households 

without formal financial inclusion or property rights. 

Conversely, when educated women flee restrictive cultural 

norms, origin countries permanently lose female leadership, 

locking remaining women into lower-wage informal sectors.  

- World Bank inequality studies confirm that while remittances 

reduce extreme poverty, they frequently raise local Gini 

coefficients in high-emigration rural zones, widening the gap 

between remittance-receiving and non-receiving families. 

Furthermore, UN Women and ILO labor assessments indicate 

that in high-emigration regions across South Asia and Central 

America, over 60% of "left-behind" women shoulder increased 

unpaid care work and informal agricultural labor without 

gaining equal access to commercial bank credit or formal 

salaries.  

- Widening income and gender inequality suppresses domestic 

demand, reduces total female labor force participation, and 

starves the government of productive tax revenues.  

  



 

4. Increased Dependence on Remittances  

- Replacing productive domestic industries with worker 

remittances creates a fragile economic model that subsidizes 

consumer imports rather than long-term industrial capital.  

- As skilled workers leave, governments increasingly rely on 

foreign cash transfers sent back to families as a primary source 

of foreign currency. However, remittances are spent primarily on 

daily household consumption (food, rent, imported consumer 

electronics)  

rather than building infrastructure, factories, or tech hubs. This 

creates an unsustainable "remittance trap" where survival 

depends on exporting talent.  

- According to World Bank Migration and Development data, 

global remittance flows to Low- and Middle-Income Countries 

(LMICs) exceed $650 billion annually. In fragile economies 

(e.g., Tajikistan, Lebanon, Samoa), remittances account for 25% 

to over 40% of national GDP. Yet, World Bank econometric 

studies show that less than 10% of remittance inflows are 

channeled into capital investments, business startups, or 

domestic infrastructure.  

- High remittance dependence makes domestic central bank 

reserves hostage to external host-country economic conditions 

and high international money-transfer fees.  

  

5. Increased Economic Dependence on Developed Countries  

- Severe human capital loss permanently cements an unequal 

"core-periphery" economic relationship, leaving developing 

states structurally dependent on advanced economies.  

- Developing nations absorb the heavy financial burden of raising 

and educating professionals, only for advanced economies to 

capture 100% of their productive years, innovation, and direct 

tax contributions. This forces developing nations to permanently 



 

rely on advanced host nations for foreign direct investment 

(FDI), technology licensing, medical equipment, and foreign aid 

loans to run their own public sectors.  

- Research from UNCTAD and the International Organization for 

Migration (IOM)estimates that developing nations lose over $20 

billion annually in wasted tertiary education subsidies to OECD 

countries. In return, many of these same nations remain 

dependent on Western Official Development Assistance (ODA) 

and IMF loans often totaling less than the economic value of the 

human capital they exported.  

- This dynamic permanently subjugates origin countries in global 

trade negotiations, forcing them to accept unfavorable trade 

terms, high debt servicing rates, and foreign policy concessions.  

   

  

Past UN actions 
  

1. WHO Global Code of Practice on the International Recruitment 

of Health Personnel (Res.  

WHA63.16)  

- Adopted under Resolution WHA63.16 (Articles 3.5 & 5.1), this 

WHO framework establishes that international recruitment of 

health workers must be ethical, transparent, and conducted in a 

manner that protects the health systems of developing countries 

facing critical workforce shortages.  

- Article 5.1 explicitly mandates that host destination nations 

should strive to meet their healthcare needs using their own 

domestic training pipelines rather than systematically extracting 

medical personnel from developing nations suffering from acute 

health deficits.  



 

- P5 host economies circumvent the voluntary code during 

domestic shortages. The United Kingdom (NHS) and the United 

States aggressively bypass Article 5.1 by deploying targeted 

"Health and Care Visas" and fast-track green cards to recruit 

thousands of doctors and nurses from "red-listed" developing 

nations (such as Nigeria, Ghana, and Pakistan). This practice 

transfers the fiscal burden of medical education onto low-

income economies while the P5 host country captures 100% of 

the long-term tax yield.  

- Unilateral health worker extraction directly forces origin states 

into severe Services Account Deficits, as depleted domestic 

health systems force governments to spend scarce foreign 

exchange hiring foreign medical consultants or sending citizens 

abroad for care.  

  

2. UN General Assembly Resolution on Human Resources 

Development (GA Res 78/204 & GA Res 68/228)  

- Passed under UNGA Resolution 78/204 and GA Resolution 

68/228, the UN General Assembly calls upon developed nations 

to mitigate the negative impacts of high-skilled emigration 

("brain drain") and work with developing nations to transform 

talent loss into two-way "brain circulation".  

- The resolutions mandate that recipient host states assist 

developing countries through technology transfers, joint 

research grants, and structured "brain circulation" mechanisms 

(such as diaspora bonds and short-term remote consulting) to 

ensure skilled labor migration does not cause structural capital 

flight.  

- P5 member states prioritize national economic and technological 

dominance over global equity. France and the United States 

utilize aggressive, point-based immigration frameworks, high-

earner H-1B visas, and targeted research grants to permanently 



 

recruit top foreign scientists, engineers, and tech founders. 

Rather than fostering temporary brain circulation, these policies 

encourage permanent settlement, accelerating the transfer of 

intellectual property and tax yields away from origin nations.  

- Selective recruitment by P5 economies causes severe fiscal 

hysteretic loss, stripping developing states of the tax revenues 

generated by tertiary-educated workers while leaving origin 

governments with unrecoverable higher-education debt.  

  

3. UN Framework & SDGs on Illicit Financial Flows and Asset 

Recovery (UNGA Res 80/126 & SDG Target 16.4)  

- Adopted under UN General Assembly Resolution 80/126 (and 

UNGA Res 78/140), alongside SDG Target 16.4, the UN system 

mandates that member states significantly reduce illicit financial 

flows (IFFs), combat trade misinvoicing, and facilitate the return 

of stolen assets to origin countries.  

- Overseen by UN Trade and Development (UNCTAD), these 

protocols mandate international tax transparency, automatic 

exchange of financial account information, and strict anti-money 

laundering measures to prevent wealthy emigrants, corporations, 

and elites from illicitly siphoning liquid assets out of developing 

host banks into offshore jurisdictions.  

- Financial jurisdictions within P5 states directly profit from 

capital flight escaping the Global South. Russia and China have 

historically seen massive domestic private capital flight into 

Western real estate and offshore accounts. Simultaneously, 

major global financial centers operating under the jurisdiction of 

the United Kingdom (London and Overseas Territories) and the 

United States (Delaware, South Dakota, Wyoming) maintain tax 

loopholes, shell company frameworks, and real estate secrecy 

laws that absorb hundreds of billions of dollars in private capital 

escaping developing economies annually.  



 

- Unchecked capital flight enabled by P5 tax havens strips 

domestic commercial banks of liquidity, directly destabilizing 

domestic exchange rates and draining central bank Foreign 

Exchange (Forex) Reserves.  

  

4. GATS Mode 4 Protocols under WTO/UNCTAD Framework 

(Movement of Natural Persons)  

- Negotiated under Article I:2(d) of the General Agreement on 

Trade in Services (GATS Mode 4)under UNCTAD and WTO 

auspices, this legal framework establishes rules for the 

temporary cross-border movement of service-providing 

professionals.  

- Mode 4 was designed to benefit developing states by allowing 

skilled professionals (IT engineers, accountants, consultants) to 

supply services abroad on a temporary contract basis and return 

home with foreign currency earnings, preventing permanent 

population loss and building service export revenue.  

- P5 member states routinely block or restrict Mode 4 

commitments during multilateral trade negotiations. The United 

States, France, and the United Kingdom favor permanent, high-

skilled immigration pathways that capture talent permanently 

over temporary service-provider visas. Furthermore, non-tariff 

barriers—such as refusing to recognize foreign professional 

qualifications and imposing strict visa quotas prevent 

developing-country service firms from competing 

internationally unless their professionals permanently relocate to 

a P5 host state.  

- Suppressing temporary Mode 4 mobility keeps developing states 

trapped in a permanent Services Account Deficit, as local 

service firms cannot access global markets, leaving worker 

remittances as the sole, inadequate source of incoming foreign 

currency.  



 

  

5. UN International Covenant on Economic, Social and Cultural 

Rights (ICESCR Article 2.1 & Article 15)  

- Under Article 2.1 and Article 15 of the ICESCR, member states 

are legally obligated to take steps, individually and through 

international assistance and cooperation, to maximize available 

resources for the full realization of economic, social, and 

cultural rights, including scientific progress.  

- Article 2.1 obligates developed nations to ensure that their 

international economic policies, trade frameworks, and 

immigration practices do not deprive developing nations  

of the basic financial and human resources necessary to satisfy 

their citizens' economic and social rights.  

- P5 members routinely violate the spirit of international 

cooperation under Article 2.1 by refusing to establish financial 

compensation mechanisms or international tax-sharing 

agreements for the human capital they import. When China and 

Russia engage in geopolitical competition or when Western P5 

states enforce aggressive intellectual property regimes, they 

restrict the transfer of technology back to developing nations, 

violating Article 15 (right to share in scientific progress) and 

locking origin states into technological dependence.  

- The refusal of P5 nations to compensate origin countries for 

imported human capital cements a structural Balance of 

Payments (BoP) imbalance, leaving developing nations 

perpetually dependent on foreign aid and high-interest foreign 

loans to fund basic public infrastructure.   

  

Key stake holders 

1. Developing Countries & National Governments  



 

- Origin state governments are responsible for human capital 

development and macroeconomic stability, but their policy 

frameworks frequently fail to retain skilled personnel or manage 

foreign exchange flows.  

- National governments spend public tax revenue subsidizing 

higher education and specialized technical training. However, 

when they enforce wage caps, allow currency devaluations, or 

fail to provide merit-based career progression, they trigger mass 

high-skilled emigration. This creates severe fiscal hysteretic loss 

(sunk costs in education yield no tax return) and drives Services 

Account Deficits.  

Successes:  

- Establishing Diaspora Bonds and specialized remittance 

investment vehicles (e.g., India's Resurgent India Bonds, 

Bangladesh's Wage Earner Development Bonds) to capture 

overseas capital for national infrastructure projects.  

- Creating targeted repatriation programs (e.g., China’s 

"Thousand Talents Plan") that successfully lured foreign-trained 

STEM professionals back through state-funded laboratory grants 

and housing subsidies.  

Failures & Evidence:  

- In Ghana and Nigeria, governments failed to adjust healthcare 

and civil service wage structures to keep pace with domestic 

inflation. WHO and UNCTAD field assessments document that 

over 50% of state-trained doctors emigrated to OECD nations, 

forcing governments to spend millions in foreign exchange to 

contract foreign consultants.  

- During sovereign debt crises, governments repeatedly cut public 

sector payrolls to meet short-term deficit targets, directly forcing 

nurses, engineers, and teachers to flee abroad.  



 

2. The International Monetary Fund (IMF)  

- The IMF acts as the global lender of last resort, but its policy 

conditions routinely accelerate brain drain by mandating public 

sector spending cuts that destroy domestic professional 

employment.  

- When developing states face Balance of Payments (BoP) crises, 

the IMF provides emergency loans contingent on Structural 

Adjustment Programs (SAPs) or fiscal consolidation. These 

conditions mandate public-sector wage caps, currency 

devaluations, and health/education budget rollbacks. While 

designed to stabilize foreign exchange reserves, these austerity 

mandates destroy middle-class purchasing power, forcing top-

tier professionals to emigrate.  

Successes:  

- Providing immediate foreign currency liquidity during severe 

Balance of Payments collapses (e.g., Sri Lanka 2022, Egypt 

2023–2024), preventing immediate state insolvency and total 

import breakdown.  

- Modernizing central bank reserve accounting and encouraging 

flexible exchange rate regimes to manage private capital flight.  

Failures  

- Independent evaluations published by UNCTAD show that IMF-

mandated spending caps in Sub-Saharan Africa and Latin 

America directly reduced public sector employment and 

suppressed wages, triggering catastrophic medical and academic 

exoduses.  

- The IMF's long-standing failure to account for "human capital 

loss" as an economic liability means its rescue packages 

routinely restore short-term bank liquidity while permanently 

destroying the nation's long-term tax base and export capacity.  



 

3. Healthcare Institutions & Hospitals (Origin vs. Destination) 

- Hospitals serve as the ground zero for health workforce 

depletion, operating within an asymmetric global market where 

wealthy foreign health systems exploit low-income training 

pipelines.  

- Public hospitals in origin nations bear the financial load of 

clinical training, only to lose experienced staff due to broken 

equipment, dangerous working conditions, and unviable 

salaries. Conversely, destination health networks (such as the 

UK's NHS or private US health systems) use international 

recruitment to fill internal staffing gaps without paying for 

domestic medical schooling.  

Successes:  

- Bilateral medical twinning programs and "Brain Gain" pilot 

initiatives (supported by the WHO) that facilitate temporary 

rotations for foreign-trained specialists to teach and perform 

surgeries in origin-country public hospitals. health.ec.europa.eu  

Failures & Evidence:  

- Origin public hospitals suffer operational collapse: WHO data 

reveals that Sub-Saharan Africa carries 25% of the global 

disease burden but retains only 3% of the world's health 

workers. In countries like Zimbabwe, over 80% of state-trained 

medical staff departed within years of graduation.  

- Destination institutions systematically violate the spirit of the 

WHO Global Code of Practice on International Recruitment 

(Res. WHA63.16) by actively recruiting from "red-listed" 

developing states to cover domestic budget deficits.  

4. Private Companies & Multinational Corporations (MNCs)  



 

- MNCs and global technology/engineering firms act as primary 

accelerators of brain drain by extracting elite talent from 

developing markets or forcing local professionals into low-value 

outsourcing roles.  

- Private corporations in developed economies utilize targeted 

global recruitment, high-earner visa sponsorship (e.g., US H-1B, 

European Blue Card), and international signing bonuses to 

siphon top STEM talent from the Global South. Simultaneously, 

when MNCs establish offshore back-offices in developing 

states, they extract high-value intellectual property while paying 

local workers a fraction of global wage rates, remitting profits 

back to parent nations.  

Successes:  

- Private venture capital funding and tech-multinational 

investments in regional hubs (e.g., Nairobi, Bangalore, São 

Paulo) have created local tech ecosystems that encourage remote 

work, allowing professionals to earn foreign currency without 

physically leaving their origin state.  

Failures & Evidence:  

- WIPO (World Intellectual Property Organization) and UNCTAD 

data show that while MNCs extract top engineers from middle- 

and low-income countries, less than 5% of global patent filings 

originate from developing nations.  

- Private multinational recruitment firms actively profit from 

human capital depletion, charging high placement fees to 

transfer specialized nurses, software developers, and engineers 

out of developing states, directly expanding origin states' trade 

and services deficits.  

5. Local People, Families, and Communities  



 

- Local citizens bear the immediate human burden of structural 

brain drain sacrificing family cohesion to secure foreign 

exchange remittances needed for basic household survival.  

- When domestic labor markets fail, households adopt migration 

as a deliberate economic survival strategy. While emigrant 

workers send money home to cushion their families against 

domestic inflation, the departure of parents, primary 

breadwinners, and community leaders leads to emotional strain, 

severe local skill shortages, and long-term socio-economic 

dependence.  

Successes:  

- Generating over $650 billion annually in global worker 

remittances (according to World Bank data), which directly acts 

as a private social safety net, reducing poverty, funding private 

education, and providing immediate foreign exchange inflows to 

central banks.  

Failures & Evidence:  

- Remittance Trap: UNICEF and IOM field studies confirm that 

while remittances cover immediate daily consumption (food, 

rent, energy), less than 10% of remittance inflows are 

transformed into productive capital investments or local job 

creation.  

- High emigration communities across South Asia, Central 

America, and Eastern Europe suffer from "left-behind" 

household crises, where long-term parental absence causes 

youth developmental challenges, leaving remaining family 

members without local doctors, teachers, or civic advocates.  

 



 

Case studies 
 

 1. India: Non-Resident Indian (NRI) Accounts & Overseas Citizen of 

India (OCI) Status  

Facing severe Balance-of-Payments and foreign exchange reserve 

crises in 1991 and 2013, India expanded legal rights for its diaspora 

via the Non-Resident Indian (NRI) framework and the Overseas 

Citizen of India (OCI) scheme.  

Capital & Financial Account / Reserve Accumulation.  

India offered non-resident deposits (FCNR) with full repatriation 

rights and exemption from domestic income tax, alongside lifelong 

multi-entry visa rights for OCI holders. This converted permanent 

brain drain into long-term financial engagement, generating over 

$100+ billion annually in formal remittancesand providing a stable 

counter-cyclical hard-currency cushion that reduced sovereign 

borrowing spreads during global liquidity shocks. 2. Mexico: 

Legalizing Dual Nationality & the Tres por Uno Program  

High emigration rates of skilled and semi-skilled labor to the US 

historically caused capital loss and domestic economic depletion 

across Mexican municipalities.  

Secondary Income / Current Account Stabilization.  

In 1998, Mexico amended its constitution to permit dual nationality, 

allowing emigrants to retain voting, land-ownership, and business-

titling rights in Mexico while acquiring US citizenship. This legal 

security catalyzed the Programa 3x1 para Migrantes, where diaspora 

clubs matched municipal and federal infrastructure funds. This 

legalized ecosystem brought remittance flows via official, lower-cost 

banking channels rather than informal networks, maintaining 



 

secondary income inflows above $60 billion annually to offset trade 

balance deficits.  

3. Turkey–Germany: Bilateral Totalization & Social Security 

Portability  

Under post-WWII "Guest Worker" programs, hundreds of thousands 

of Turkish professionals and workers migrated to Germany, creating a 

massive potential loss of long-term domestic pension contributions 

and social security capital.  

Secondary Income & Capital Flows (Social Security Transfers).  

Turkey and Germany established a bilateral Social Security 

Totalization Agreement. It allowed Turkish workers to aggregate 

periods of coverage in both countries, receive pension disbursements 

directly into Turkish bank accounts without cross-border tax 

penalties, and draw medical benefits locally upon retirement. This 

generated a reliable, multi-decade inflow of hard currency 

(Euros/DM) directly into Turkey’s domestic banking system, 

buffering domestic social safety spending and fortifying state reserve 

balances.  

4. Philippines: Overseas Workers Welfare Administration (OWWA) & 

Contract-Based Mobility  

Severe fiscal deficits and structural unemployment threatened 

national stability, leading the Philippines to formalize an institutional 

framework for labor export while mitigating domestic skill drains.  

Current Account / Sovereign Credit Rating Cushion.  

The Philippines introduced managed labor agreements alongside 

dual-citizenship laws (Republic Act 9225) and state-backed 

portability protections through OWWA. By guaranteeing cross-border 

labor rights and return-migration pathways, the Philippines turned 



 

diaspora worker transfers into non-debt-creating external financial 

flows (~9–10% of national GDP). Sovereign rating agencies 

explicitly incorporate this resilient inflow to justify higher credit 

ratings, directly lowering sovereign bond borrowing costs.  

5. Taiwan: Hsinchu Science Park & "Brain Circulation" Frameworks  

In the 1970s and 1980s, Taiwan experienced a severe engineering and 

scientific brain drain as top graduates permanently settled in the 

United States, particularly Silicon Valley.  

Total Factor Productivity (TFP) / High-Value Trade Balance.  

Rather than discouraging migration, Taiwan introduced flexible 

residency and dual-status policies, offering tax-free incentives, 

venture capital matching, and dual appointments to overseas 

scientists. Expat engineers retained their US status while launching 

enterprises in Taiwan's Hsinchu Science Park. This "brain circulation" 

turned human capital loss into high-tech manufacturing exports 

(semiconductors), transforming Taiwan’s trade balance from low-

margin textiles to dominant global technological surpluses.  

6. Morocco: Return & Reintegration of Overseas Talents (MRE 

Policy)  

Morocco faced continuous emigration of medical and engineering 

talent to European OECD nations, depleting domestic public 

administration and infrastructure capabilities.  

Foreign Direct Investment (FDI) & Service Trade Accounts.  

Morocco launched targeted diaspora mobilization programs 

(Compétences MRE) alongside bilateral social security agreements 

with European nations (e.g., France, Belgium). These treaties 

guaranteed the cross-border portability of social benefits and tax 

exemptions on imported capital goods for returning expats. This 

resulted in significant upticks in diaspora-led FDI in domestic 



 

maritime, transport, and IT service sectors, expanding service export 

revenues and lowering structural external deficits.  

  

Agenda B 
Agenda B:Evaluating Sovereignty Risks in Digital De-dollarisation: 

Balancing Financial Independence and Foreign CBDC Dependency  
  

- Exploring how nations attempt to escape reliance on the US 

dollar through digital financial infrastructure, only to potentially 

trade one form of foreign dependence for another.  

- Transitioning away from US dollar-dominated networks (e.g., 

SWIFT, USD cross-border clearing) toward alternative digital 

payment platforms, blockchain rails, or Central Bank Digital 

Currencies (CBDCs).  

- A state's ability to exert independent monetary policy, enforce 

domestic financial regulations, collect taxes, and protect its 

domestic financial infrastructure from external sanctions or 

interference.  

- The risk that occurs when domestic citizens, businesses, or 

cross-border payment networks heavily adopt a foreign state’s 

sovereign digital currency (e.g., a dominant trade partner's 

cross-border CBDC).  

-  

Key terms 

  

1. De-dollarisation  

- De-dollarisation is the strategic policy where nations 

intentionally decrease their reliance on the US dollar (USD) as 

the world's primary reserve currency, trade settlement 

mechanism, and unit of account.  



 

- When a foreign country relies heavily on the US dollar, its 

domestic economy becomes directly vulnerable to US monetary 

policy shifts, inflation, and unilateral geopolitical sanctions. By 

switching trade invoicing and state reserves into alternative fiat 

currencies, precious metals (like gold), or digital ledger 

networks, nations aim to safeguard their macroeconomic 

stability and avoid external financial blackmail.  

- According to IMF Foreign Exchange Reserve (COFER) data 

and Bank for International  

Settlements (BIS) tracking, the USD's share of global central 

bank reserves fell from ~71% in 2000to under 58%. Meanwhile, 

UNCTAD research indicates non-dollar bilateral trade 

settlements among emerging markets surged by over 20% 

between 2020 and 2023.  

- Following the freezing of over $300 billion in Russian central 

bank assets and Western bans on SWIFT access, countries like 

China, India, and Russia rapidly accelerated local-currency trade 

settlements (e.g., purchasing Russian oil using Chinese Yuan or 

Indian Rupees).  

- De-dollarisation serves as the primary catalyst for digital 

financial restructuring. Nations are turning directly to digital 

finance and blockchain rails because traditional legacy banking 

systems remain tightly bound to US dollar clearinghouses.  

  

2. Balancing Financial Independence and Foreign CBDC Dependency  

- This concept describes the strategic paradox where a developing 

nation trying to break free from US dollar dominance risks 

trading one form of foreign dependence for another by adopting 

a major power's Central Bank Digital Currency (CBDC).  

- A sovereign state achieves financial independence when its 

domestic central bank maintains full control over local interest 

rates, liquidity, and data privacy. However, if a smaller country 



 

adopts a major partner's foreign CBDC (such as China's digital 

yuan / e-CNY) for local commerce or cross-border trade, the 

foreign issuing state gains unprecedented real-time visibility 

into transaction data. Furthermore, because CBDCs are 

programmable, the issuing foreign government retains the 

technical ability to freeze accounts, set conditional spend rules, 

or alter cross-border protocols at will.  

- The Atlantic Council CBDC Tracker highlights that over 130 

countries (representing 98% of global GDP) are actively testing 

or building digital currencies.  

- Research from Al Jazeera and global economic think tanks 

underscores that over 70% of developing economies lack the 

domestic technical capacity or cybersecurity infrastructure 

required to build their own sovereign retail CBDC platforms 

leaving them structurally dependent on dominant foreign digital 

currencies.  

- This paradox highlights the central sovereignty dilemma. To 

achieve true financial autonomy during de-dollarisation, nations 

must build neutral or multi-lateral digital options rather than 

simply submitting to a new single foreign power's digital 

currency. 

  

3. BRICS Payment Systems  

- BRICS Payment Systems are alternative, multi-nation financial 

messaging networks and digital settlement rails engineered by 

the BRICS coalition (Brazil, Russia, India, China, South Africa, 

and expanded members) to bypass traditional US-controlled 

payment rails.  

- Rather than establishing a single centralized currency, the 

BRICS bloc focuses on linking existing national payment 

networks and developing multi-central bank digital currency 

(mCBDC) networks.By doing so, member states can send 



 

messaging instructions and settle cross-border trades directly in 

local currencies instantly, without clearing transactions through 

US correspondent banks or relying on the SWIFT system.  

- The expanded BRICS+ bloc controls roughly 36% of global 

GDP (PPP), over 46% of the global population, and 30%+ of 

world oil output. Reports by Al Jazeera and financial research 

outlets note that intra-BRICS non-dollar trade settlements 

surged past 70-80% of total bloc trade volume.  

- Project mBridge (a multi-CBDC platform developed alongside 

the BIS Innovation Hub) and BRICS Pay (a decentralized 

messaging protocol linking systems like India’s UPI, Russia’s 

Mir, and China’s UnionPay) provide practical tools for 

bypassing dollar clearing.  

- BRICS payment networks act as the pragmatic solution to the 

sovereignty puzzle. By operating as shared, open-source 

platforms governed multi-laterally, they allow smaller nations to 

de-dollarise without becoming subjugated to any single 

country's currency.  

  

4. Digital Money  

- Digital money refers to all electronic forms of value transfer—

including Central Bank Digital Currencies (CBDCs), tokenized 

commercial bank deposits, and instant retail payment networks 

that move value electronically without physical cash or legacy 

paper settlement.  

- Traditional cross-border bank wires are slow, expensive, and 

heavily dependent on US correspondent banks that enforce 

compliance based on US law. Digital money operates on high-

speed ledgers that allow peer-to-peer transfers across borders in 

seconds at a fraction of the cost, removing intermediary friction 

and giving central banks new tools to regulate monetary 

velocity.  



 

- UNCTAD policy briefs and international trade data show that 

cross-border digital payments grow at over 10-12% annually. 

Furthermore, the BIS reports that cross-border settlements using 

tokenized digital central bank money can reduce international 

money transfer costs by up to 50%.  

- UNCTAD stresses that digital payment architecture must be 

treated as an essential national "public good". They advise 

developing nations to build robust local digital infrastructure to 

prevent their monetary policy from being overtaken by private 

cryptocurrencies or unmonitored foreign digital currencies.  

 

Digital money is the technological foundation that enables modern 

de-dollarisation. It provides the speed, efficiency, and programmable 

infrastructure required to replace legacy dollar-dominated wire 

systems on a global scale. 

 

History and background 
 

1. The 1944 Bretton Woods Conference  

The Bretton Woods Agreement established the US dollar as the 

official global anchor currency, tethering other foreign 

currencies to the dollar while the dollar was backed by physical 

gold reserves.  

- Explanation: By creating the International Monetary Fund 

(IMF) and the World Bank, this event institutionalized US dollar 

dominance across global commerce. While it provided initial 

financial stability following World War II, it forced global trade 

to clear through American banking channels, laying the 

groundwork for foreign dependency on US monetary policies 

and financial networks.  
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- According to UNCTAD historical trade analyses and IMF 

statistics, the US dollar represented over 80% of global foreign 

exchange reserves in the decades following Bretton Woods.  

- Al Jazeera notes that Bretton Woods created a unipolar financial 

structure that allowed the United States to print the world's 

primary trade currency, granting Washington unmatched 

structural leverage over international trade routes and cross-

border capital flows for nearly eight decades.  

- Bretton Woods created the legacy dollar-centric architecture that 

modern developing economies are currently trying to dismantle 

through digital de-dollarisation and alternative settlement rails.  

  

2. The 1971 Nixon Shock & Birth of the Petrodollar  

- President Richard Nixon unilaterally severed the direct 

convertibility of the US dollar into gold, transitioning the global 

financial system into a pure fiat standard backed by US 

economic dominance and oil trade pricing 

- To maintain demand for the unbacked dollar, the US struck 

agreements with major oil producers (such as Saudi Arabia) to 

price global crude oil exclusively in USD. This "petrodollar" 

system forced every nation to hoard US dollar reserves to 

purchase essential energy supplies, reinforcing global 

dependence on US clearing banks even without gold backing.  

- UNCTAD trade insights show that crude oil and energy 

commodities historically made up over 15% of total physical 

world trade by value, ensuring constant, non-negotiable global 

demand for USD reserves.  

- Al Jazeera coverage highlights how the petrodollar system 

forced non-Western countries into structural dollar dependency, 

as domestic central banks were obligated to retain massive USD 
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reserves simply to protect against energy price shocks and 

currency devaluations.  

- The collapse of petrodollar exclusivity evidenced by nations 

now settling oil purchases in Chinese Yuan, Indian Rupees, and 

local currencies—is accelerating the transition toward sovereign 

digital currencies and multi-CBDC platforms.  

-  

3. The 1977 Founding of SWIFT (Society for Worldwide Interbank 

Financial Telecommunication) SWIFT was formed to create a 

standardized global messaging protocol for secure cross-border 

interbank payments, becoming the primary digital infrastructure for 

international financial messaging.  

Though headquartered in Belgium and framed as a neutral 

cooperative, SWIFT relies heavily on US dollar clearing banks 

and operates under significant Western regulatory jurisdiction. 

Over time, access to SWIFT became the prerequisite for 

participating in the global economy, giving Western nations the 

ability to cut non-compliant or sanctioned nations off from 

international commerce.  

- According to BIS and financial tracking data, SWIFT processes 

over 45 million financial messages daily across more than 

11,000 financial institutions worldwide.  

- Al Jazeera reports show that SWIFT’s alignment with US and 

European sanction regimes turned a neutral messaging utility 

into a tool of political enforcement, prompting barred nations to 

build alternative messaging protocols (such as Russia's SPFS 

and China's CIPS).  

- Vulnerabilities in SWIFT directly motivate the adoption of 

multi-CBDC networks (like Project mBridge) and decentralized 
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protocols (like BRICS Pay), which bypass traditional messaging 

systems altogether.  

  

4. The 2014 Annexation of Crimea & Initial Western Sanctions  

- Following the 2014 annexation of Crimea, Western powers 

imposed targeted financial sanctions against Russian entities and 

threatened to disconnect Russian state banks from SWIFT.  

- This event served as an early wake-up call for emerging market 

powers. It demonstrated that relying on Western financial 

architecture left national economies vulnerable to sudden 

foreign blockades. In response, major emerging markets began 

building independent domestic card networks, national payment 

systems, and initial digital currency prototypes to defend their 

monetary sovereignty.  

- Following 2014 sanctions, Russia built its domestic payment 

system (Mir) and messaging platform (SPFS). By 2023, Mir 

accounted for over 75% of domestic Russian card transaction 

volumes.  

- UNCTAD & Al Jazeera Reports: Al Jazeera and UNCTAD 

analyses indicate that 2014 marked the structural beginning of 

the global "de-risking" trend, where major non-Western 

economies began systematically increasing their official gold 

holdings and reducing holdings of US Treasury securities.  

- The 2014 sanctions served as the real-world proof of concept 

that pushed nations to accelerate research into Central Bank 

Digital Currencies (CBDCs) as a defensive line against external 

financial isolation.  
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5. The 2022 Weaponisation of Western Reserves & Mass Sanctions  

- Following the outbreak of the Russia-Ukraine war in 2022, 

Western nations froze approximately $300 billion of Russia’s 

sovereign foreign exchange reserves and disconnected major 

Russian banks from SWIFT.  

For decades, sovereign foreign reserves stored in US dollars or 

Western central bank accounts were treated as risk-free safe 

havens. Freezing a sovereign nation's reserves proved that state 

funds held in foreign legacy systems could be confiscated or 

neutralized overnight, destroying the foundational trust in the 

dollar-dominated global monetary order.  

- According to IMF and UNCTAD tracking, the US dollar's share 

of global foreign exchange reserves dropped to approximately 

57%–58%, while global central bank gold purchasing reached 

record highs.  

- Al Jazeera analysis noted that the freezing of Russian reserves 

triggered a widespread  

"rebellion" among Global South nations, accelerating non-dollar 

trade settlements within BRICS and pushing over 130 countries 

to experiment with sovereign digital currencies.  

- This historic event proved to central banks globally that absolute 

financial independence requires owning independent, 

programmable, non-dollar digital rails, directly sparking the 

contemporary push toward foreign CBDC evaluation and shared 

mCBDC networks.  

  

Causes 
1. Social causes  
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1. Digital Illiteracy  

Digital illiteracy: the lack of basic technical knowledge required 

to navigate smartphones, digital wallets, and security 

protocols—presents a fundamental operational barrier to 

national digital currency adoption in developing economies.  

A Central Bank Digital Currency (CBDC) or digital payment 

platform requires users to independently manage cryptographic 

wallets, understand passphrases, authorize digital transactions, 

and protect themselves against cyber-phishing. In nations where 

large segments of the population lack functional literacy or basic 

digital skills, citizens are unable to operate digital wallets 

without external assistance, leaving them vulnerable to fraud 

and forcing them back to physical paper cash.  

- According to UNCTAD’s Digital Economy Report and 

UNESCO tracking, over a third of the global population (2.6 

billion people) remains completely offline, with the vast 

majority concentrated in low-income nations.  

- When the Central Bank of Nigeria launched the eNaira (Africa's 

first retail CBDC), IMF empirical assessments revealed that 

after a full year, less than 0.8% of active bank account holders 

had actively used an eNaira wallet. Both the IMF and Al Jazeera 

identified digital illiteracy and complex multi-step wallet setup 

processes as primary drivers of this near-total friction among 

rural populations.  

- Without addressing baseline digital illiteracy, state attempts to 

transition away from foreign paper currencies toward sovereign 

digital alternatives will fail at the retail level, leaving the 

domestic economy dependent on informal dollarized cash 

networks.  
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2. Unequal Access to Digital Technology  

- Unequal access to digital infrastructure manifested through 

reliable electricity shortages, poor cellular coverage, and 

unaffordable smart devices creates severe structural exclusion 

that halts widespread digital money adoption.  

- Digital currencies inherently depend on hardware and network 

uptime. In many Global South nations, high device import 

tariffs, frequent power grid failures, and expensive mobile data 

plans render smartphones a luxury rather than a public utility. 

When large portions of the population cannot afford internet-

capable hardware or lack reliable grid coverage, national digital 

currency initiatives cannot achieve universal coverage.  

- UNCTAD statistics indicate that while advanced economies 

export over 60% of digitally deliverable services, Least 

Developed Countries (LDCs) account for less than 1% of global 

digital trade due to severe infrastructure deficits. Furthermore, 

the World Bank notes that over 600 million people in Sub-

Saharan Africa still lack access to electricity. -  Following the 

Central African Republic’s attempt to introduce a national 

crypto asset (Sango Coin) to challenge foreign currency 

dependence, the initiative stalled almost immediately. As 

highlighted by Al Jazeera and UN economic panels, less than 

15% of the population had access to electricity, and internet 

penetration was under 10%, making a digital monetary system 

physically impossible for the vast majority of citizens to access.  

- Infrastructure inequality undermines national monetary 

sovereignty. If a state cannot guarantee universal digital access, 

forcing a digital transition will exclude rural populations, 

driving them to rely on circulating foreign bank notes (like 

physical US       



 

dollars) for daily survival.  

  

3. Cultural Resistance to Digital Currency Adoption  

- Cultural resistance refers to deeply embedded social habits, 

psychological preferences for physical tangibility, and historical 

distrust in centralized government banking systems that prevent 

citizens from accepting electronic money over cash.  

- In countries that have survived hyperinflation, sudden currency 

re-denominations, or bank run freezes, physical cash represents 

tangible safety, privacy, and immediate ownership. Transitioning 

to a digital central bank currency requires citizens to trust that 

the government will not arbitrarily freeze, tax, or track their 

funds. Where historical trust in state institutions is low, 

populations culturally value cash as a safeguard for personal 

privacy and economic security.  

- UNCTAD Policy Reviews on developing world payments 

highlight that the informal economy accounts for over 60% to 

80% of total employment across Latin America, South Asia, and 

Sub-Saharan Africa. Informal merchants culturally prefer cash 

to avoid transaction taxes, government oversight, and digital 

paper trails.  

- Despite extreme domestic fiat devaluations, attempts by central 

banks in countries like Zimbabwe and Venezuela to introduce 

official state-backed digital tokens faced immense public 

rejection. Al Jazeera reporting showed that market vendors 

culturally resisted state digital ledgers, preferring to price goods 

in physical, unmonitored US dollar bills or smuggled gold rather 

than state-monitored digital accounts.  

- Cultural reliance on physical cash serves as a massive roadblock 

to digital de-dollarisation. If citizens do not trust state 

institutions, government-issued digital currencies will be 

rejected in favor of trusted, tangible foreign currencies.  
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4. Lack of Public Awareness About CBDCs  

- A pervasive lack of public awareness and basic educational 

outreach regarding Central Bank Digital Currencies leaves 

citizens unable to distinguish sovereign digital money from 

volatile private cryptocurrencies or online scams.  

- When central banks launch a CBDC without comprehensive, 

multi-lingual public education campaigns, the public often 

views the asset with suspicion or confusion. Citizens frequently 

confuse official digital money with high-risk crypto assets (like 

Bitcoin) or illegal financial schemes. Without clear messaging 

on how a CBDC protects purchasing power, lowers cross-border 

transfer fees, or differs from commercial bank apps, public 

interest remains virtually non-existent.  

- Global financial surveys cited in IMF and BIS research papers 

show that even in countries conducting active CBDC pilots, 

over 70% of the general population has either never heard of a 

CBDC or cannot explain how it differs from a regular 

commercial bank mobile app.  

- The Bahamas was a global pioneer in launching a retail CBDC 

(the Sand Dollar). However, analysis published by Al Jazeera 

and regional think tanks revealed that years after its official 

rollout, the Sand Dollar accounted for less than 1% of total 

currency in circulation. The Central Bank of the Bahamas 

acknowledged that a primary cause was widespread public 

confusion, as citizens did not understand why they needed a 

"Sand Dollar" when they already had credit cards and 

commercial online banking apps. Without proactive public 

education, top-down state efforts to build independent digital 

currency networks will fail to gain public traction, effectively 
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killing the nation's strategy to achieve digital financial 

independence.  

  

2. Political causes  

1. US Dollar Hegemony  

- US Dollar Hegemony refers to the structural global dominance 

of the US dollar as the primary medium of exchange, anchor 

reserve currency, and default pricing unit for international 

commodities.  

- Because the world's trade infrastructure runs on the dollar, 

foreign nations are forced to clear transactions through US 

financial institutions. This grants the United States asymmetric 

monetary power ("exorbitant privilege"), meaning whenever the 

US Federal Reserve adjusts domestic interest rates, it triggers 

immediate capital flight, debt-servicing spikes, and currency 

devaluations across developing economies without those nations 

having any vote or policy input.  

- According to IMF and BIS global reserves tracking, the US 

dollar still accounts for ~58% of global foreign exchange 

reserves and is involved in roughly 88% of all global foreign 

exchange transactions.  

- UNCTAD research shows that a 10% appreciation in the US 

dollar automatically drives up import costs for low-income 

nations by 5–7%. Al Jazeera highlights how this structural lock-

in forces developing countries into perpetual debt cycles, as they 

must continuously acquire US dollars to purchase essential 

imports like grain, medicine, and energy.  

- Breaking free from dollar hegemony is the ultimate goal of 

digital de-dollarisation; nations are turning to alternative digital 

rails specifically to build a multi-polar monetary system immune 

to American central bank decisions.  
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3. Trade Wars and Political Conflicts  

- Trade wars and political disputes involve weaponising tariffs, 

export bans, supply chain blockades, and trade embargoes to 

pressure geopolitical rivals or force economic concessions.  

- When major economies enter trade wars, traditional rules-

based global trade breaks down into fragmented trade blocs. 

Powerful nations use tariff barriers and export restrictions on 

critical assets (like semiconductors, rare earth minerals, or 

agricultural exports) to paralyze adversaries, forcing non-

aligned developing countries to take political sides or suffer 

severe supply chain collateral damage.  

- Data: UNCTAD's Global Trade Trends report confirms that 

geopolitical trade tensions and rising fragmentation led to 

over 3,000 new trade restrictions being enacted annually 

worldwide.  

- During ongoing tariff escalation between the US and China, 

Al Jazeera analysis noted that aggressive US trade policy 

shifts forced Global South economies to seek defensive trade 

buffers. To circumvent tariff hurdles, nations in ASEAN and 

Latin America accelerated bilateral settlement networks, 

using platforms like China’s CIPS messaging framework to 

protect their trade volume from US tariff enforcement.  

- Ongoing trade warfare proves to developing nations that 

traditional trade channels can be altered overnight, 

compelling central banks to build sovereign digital rails that 

guarantee uninterrupted trade access regardless of global 

power conflicts.  

  

4. US Foreign Policy Influence  
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- US Foreign Policy Influence refers to Washington's leverage 

to align foreign governments with its diplomatic, military, 

and economic objectives through political pressure, aid 

conditionalities, and intelligence-sharing frameworks.  

- Washington uses access to its domestic consumer market, 

military protection guarantees, and foreign aid programs as 

leverage to shape international laws, regulatory norms, and 

financial standards. States that adopt policy positions hostile 

to US strategic interests risk losing diplomatic alignment, 

access to Western aid, or favorable international borrowing 

conditions.  

- The Congressional Research Service (CRS) documents that 

the United States allocates tens of billions of dollars annually 

in foreign assistance and security assistance, tied heavily to 

strategic foreign policy alignment and compliance with 

Western money-laundering/sanctions frameworks.  

- Al Jazeera political reporting highlights how US diplomatic 

pressure frequently targets  

- Global South nations attempting to sign major non-dollar 

trade pacts. Furthermore, UNCTAD policy papers note that 

conditionalities attached to Western-backed financial aid 

routinely discourage developing nations from establishing 

non-standard, independent financial mechanisms.  

- Unilateral foreign policy pressure incentivizes non-aligned 

nations to seek stealthy, decentralized digital money 

channels—allowing them to maintain commercial 

partnerships without exposing themselves to diplomatic 

retaliation.  

  

5. Competition Between Global Powers  
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- Global power competition describes the strategic rivalry 

between major superpowers primarily the US, China, and 

Russia to dominate global trade routes, technology standards, 

military spheres, and monetary infrastructure.  

- As superpowers compete for global influence, they build rival 

economic networks, technology ecosystems, and payment 

platforms. Rather than accepting a single globalized system, 

superpowers offer developing nations competing incentives 

to join their respective digital networks (e.g., US-backed 

clearing apps vs. China’s digital yuan e-CNY), turning 

international monetary architecture into a contest for systemic 

supremacy.  

 

- UNCTAD trade flow data shows that South-South trade 

surpassed $6 trillion, driven by major economic investments 

from China, India, and regional blocs creating economic 

alternatives to traditional G7-dominated supply chains.  

- As reported by Al Jazeera and financial research panels, 

China's aggressive push for cross-border CBDC networks 

such as its sponsorship of Project mBridge—is a direct effort 

to challenge US dollar hegemony by offering Global South 

partners faster, cheaper, non-dollar digital clearing 

alternatives.  

- Superpower competition accelerates the development of 

alternative digital money systems, giving developing nations 

new options while simultaneously raising the risk of new 

digital dependencies.
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6. Political Pressure on Developing Countries  

- Political pressure on developing countries occurs when major 

economic powers utilize global institutions, debt relief 

conditions, and market access threats to force low-income 

nations into compliance with Western economic policies.  

- Developing economies facing high debt loads, fiscal deficits, 

or inflation often depend on multilateral lenders (like the IMF 

or World Bank) or foreign capital markets. Advanced 

economies use their voting majorities in these bodies to 

attach strict policy conditions such as limiting trade with 

sanctioned states or discouraging non-dollar reserve 

diversification reducing the policy autonomy of Global South 

central banks.  

- UNCTAD's Sovereign Debt Reports highlight that over 3.3 

billion people live in countries that spend more on interest 

payments than on basic education or health, making these 

states acutely susceptible to external financial coercion.  

- Al Jazeera investigations show that when small developing 

nations (such as Sri Lanka, Ghana, or Pakistan) face balance-

of-payments crises, political pressure from foreign creditors 

limits their ability to negotiate flexible, local-currency trade 

deals with non-Western partners.  

- Coercive political pressure exposes the danger of monetary 

vulnerability, driving Global South policymakers to seek 

refuge in independent digital currency networks that insulate 

their domestic economies from external political demands.  
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3. Economic causes   

1. High Costs of Cross-Border Transactions  

- High costs of cross-border transactions refer to the expensive 

transaction fees, exchange rate markups, and delayed processing 

times associated with moving money internationally through 

legacy banking networks.  

- Traditional cross-border wire transfers rely on correspondent 

banking networks that pass funds through multiple intermediary 

institutions frequently US clearing banks. Each bank in the 

chain extracts processing fees, applies foreign exchange 

markups, and subjects transfers to compliance delays. This 

creates severe financial friction for developing nations, lowering 

the net value of foreign worker remittances, international trade 

settlements, and cross-border investments.  

According to World Bank Remittance Data and UNCTAD trade 

benchmarks, sending international payments costs an global 

average of ~6.3%–7% of the principal amount sent. In specific 

corridors (such as Sub-Saharan Africa or Latin America), cross-

border transaction fees can reach as high as 8%–10%.  

- Al Jazeera investigations into Global South remittance corridors 

highlight that small and medium-sized enterprises (SMEs) in 

developing nations lose billions annually solely to legacy 

banking clearing fees and multi-day settlement delays when 

trading internationally.  

- High cross-border transaction fees drive nations toward 

sovereign digital currencies (CBDCs) and mCBDC networks, 

which enable direct peer-to-peer digital settlements, reducing 

international remittance and trade settlement costs by up to 

50%.  
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2. Currency Substitution  

- Currency substitution (often termed unofficial or de facto 

dollarisation) occurs when residents and businesses in a 

developing country voluntarily drop their domestic fiat currency 

and use a stable foreign currency (such as the US dollar) as their 

daily medium of exchange and store of value.  

- When citizens lose faith in their national government's ability to 

maintain economic stability, they shift their savings and daily 

commercial transactions into foreign money. While currency 

substitution provides personal protection against local inflation, 

it systematically undermines the nation's central bank: the 

government loses seigniorage (revenue from printing local 

currency), and the central bank loses control over domestic 

interest rates and money supply.  

- IMF working papers and research on de facto dollarisation 

reveal that in several developing and transition economies 

across Latin America, Eastern Europe, and Sub-Saharan Africa, 

foreign-currency bank deposits and circulating cash make up 

over  

30% to 50%+ of the total broad money supply (M2).\Real-World 

Case Study (Lebanon & Argentina): Following severe domestic 

banking crises, Al Jazeera documented widespread currency 

substitution in Lebanon and Argentina, where local merchants 

stopped accepting national banknotes entirely, pricing everyday 

items exclusively in physical US dollars or greenback-pegged 

digital assets.  

- Unchecked currency substitution destroys domestic financial 

sovereignty; central banks deploy retail CBDCs as a digital 
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defense mechanism to provide a fast, secure national payment 

option that encourages citizens to keep transacting in the local 

currency.  

  

3. Weak Domestic Currency  

- A weak domestic currency refers to a national money unit that 

suffers from persistent devaluation, high inflation, and low 

international demand, rendering it unstable for long-term 

savings or global trade.  

- Macroeconomic imbalances, high public debt, fiscal deficits, 

and low export output cause domestic currencies to depreciate 

against major foreign currencies. When a currency weakens, 

import costs for essential goods (food, fuel, medicine) 

skyrocket, triggering imported inflation. Consequently, foreign 

suppliers refuse to accept the weak domestic currency for 

international trade settlements, forcing the country to 

continually purchase hard foreign currencies to finance basic 

imports.  

According to UNCTAD’s Debt and Development Reports, over 

60 developing countries face chronic currency depreciation 

risks, where local currency devaluations of 20%–50% in a 

single year automatically inflate the sovereign debt burden by 

equivalent margins when debts are denominated in foreign 

currencies.  

- As covered extensively by Al Jazeera and UN economic panels, 

countries experiencing severe local currency devaluation face 

recurring balance-of-payments crises, compelling central banks 

to restrict foreign exchange outflows and search for local-

currency trade swaps with major partners.  
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- A weak domestic currency makes a country vulnerable to 

external financial shocks, incentivizing central banks to join 

multi-lateral digital currency networks where local currencies 

can be directly traded without going through constant, expensive 

dollar conversions.  

  

4. Concentration of Financial Power  

- Concentration of financial power describes the structural 

monopoly held by a small group of Western economies, 

correspondent banks, and centralized payment rails (like 

SWIFT) over the global flow of money.  

- Because global clearing infrastructure, international messaging 

platforms, and foreign exchange liquidity are concentrated 

within Western financial centers (primarily  

Washington, New York, and London), a handful of central banks 

and private mega-banks control the rules of global commerce. 

This structural concentration enables these powers to 

unilaterally dictate transaction standards, block market access, 

levy compliance sanctions, or freeze sovereign reserves without 

international consensus.  

- IMF and BIS financial architecture data show that a small 

oligopoly of less than 10 global correspondent banks clear the 

vast majority of cross-border USD and EUR wire transfers 

globally.  

- UNCTAD policy briefs criticize the extreme centralisation of 

global payment rails for creating a "two-tier" global economy, 

where developing economies face higher borrowing costs and 

stricter compliance hurdles. Al Jazeera reports highlight that this 
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concentration allows major Western powers to use global 

financial channels as a geopolitical control mechanism.  

- The concentration of financial power in legacy banking 

networks is the ultimate systemic risk that digital de-

dollarisation seeks to fix prompting the Global South to build 

decentralized payment systems (like BRICS Pay) and multi-

CBDC platforms (like Project mBridge) to create a multi-polar 

financial world.  

5. Economic Sanctions  

- Economic sanctions are unilateral measures taken by major 

powers—primarily the United States and its allies to restrict or 

block financial access, trade routes, and asset usage of targeted 

foreign governments, companies, or individuals.  

- The weaponisation of international banking platforms turns 

neutral global settlement infrastructure into a tool of geopolitical 

enforcement. When a nation is subjected to primary or 

secondary sanctions, foreign central banks lose access to their 

sovereign reserves, and commercial entities are cut off from 

global supply chains under the threat of secondary punishment.  

- The US Department of the Treasury maintains active sanction 

programs against dozens of countries, impacting over 30% of 

the global population under some form of economic restrictions.  

- Following post-2022 mass sanctions and the freezing of ~$300 

billion in Russian foreign reserves, Al Jazeera reported a rapid 

expansion of non-Western clearing channels. According to Al 

Jazeera and trade databases, non-dollar settlements (such as oil 

trades settled in Chinese Yuan or Indian Rupees) between 

Russia, Iran, and their trade partners surged past 70–80% of 

their total transaction volume.  



 

- The threat of sudden economic sanctions acts as the most urgent 

political push for countries to evaluate alternative digital 

currencies, as digital ledgers allow sanctioned or vulnerable 

states to process cross-border payments without relying on 

Western correspondent banks.  

 

                       Impacts 

1. Social impacts   

 1.Social Exclusion of Unbanked Populations  

- The shift toward a cashless society directly drives the social 

exclusion of unbanked and underbanked populations by turning 

basic commerce into a privilege reserved for formal bank 

account holders.  

- Digital payment ecosystems inherently rely on access to formal 

financial institutions, credit or debit cards, and registered mobile 

wallets. Unbanked individuals such as low-income wage 

earners, undocumented workers, elderly residents, and 

marginalized demographics are systematically locked out of the 

economy when physical currency is rejected by merchants. 

Forcing transactions onto private banking networks creates 

mandatory entry barriers, including maintenance fees, identity 

documentation requirements, and credit checks, effectively 

disenfranchising those living on the margins.  

- Globally, roughly 1.5 billion adults remain completely 

unbanked. In cities across the world where retail outlets, public 

transit systems, and food markets go card-only, unbanked 

workers who receive physical cash wages are rendered unable to 

buy basic groceries, purchase medicine, or pay for public 

transportation. Lucidity Insights+ 1  

- This leads directly to a major risk of a cashless economy, 

proving that removing physical money transforms ordinary 



 

survival trade into an exclusive system that deepens societal 

inequality and penalizes the poor.  

2.Greater Reliance on Smartphones and Internet Connectivity  

- Eliminating physical currency creates a dangerous, single-point-

of-failure reliance on smartphones, electrical power, and 

telecommunications infrastructure.  

- When physical money is phased out, the act of spending 

becomes entirely conditional on hardware, paid data plans, 

stable cell service, and continuous electricity. This makes the 

monetary system highly fragile to network blackouts, hardware 

malfunctions, software glitches, cyberattacks, and natural 

disasters. Furthermore, it burdens consumers with compulsory 

technology costs such as purchasing hardware, replacing battery 

units, and paying monthly telecom bills just to spend their own 

money.  

- During major power grid failures or telecom outages such as 

widespread network crashes in North America or severe power 

grid collapses in Europe and Southern Africa card terminals and 

payment apps go offline. Entire populations find themselves 

unable to buy food, gasoline, or emergency supplies because 

digital infrastructure fails. NCR Atleos  

- This demonstrates a severe drawback of a cashless economy, 

showing that total reliance on digital connectivity compromises 

basic financial security by leaving society vulnerable whenever 

technology breaks down. NCR Atleos  

3.Exclusion of Rural Communities  

- Mandatory cashless payment adoption disproportionately 

isolates rural communities due to persistent digital and 

geographical divides. ResearchGat  

- Rural regions frequently suffer from structural underinvestment, 

lacking high speed broadband, stable mobile coverage, and 



 

accessible local bank branches. When national financial policies 

push digital payment methods onto populations without stable 

telecom coverage or banking access, local economies suffer. 

Small agricultural businesses are forced to absorb transaction 

fees and investment costs for digital equipment that often fails 

due to weak connectivity.  

- In rural farming communities, low mobile connectivity (where 

signal dropout rates or digital illiteracy can exceed 60–70%) 

frequently causes point-of-sale terminals to fail. A local farmer 

trying to sell livestock or fresh produce in an area with poor 

signal cannot process credit cards or mobile transfers, leading to 

aborted sales and economic stagnation.  

- This feeds into the dark side of a cashless society by illustrating 

how digital mandates widen the economic divide between well-

connected urban centers and neglected rural regions.  

4.Increased Public Surveillance  

- Moving away from cash destroys consumer privacy by 

subjecting every transaction to continuous government and 

corporate surveillance.  

- Explanation: Unlike physical cash, which offers completely 

anonymous peer-to-peer exchanges, every digital transaction 

leaves an indelible electronic footprint. Financial institutions, 

tech conglomerates, and government bodies gain real-time 

visibility into an individual’s location, daily routines, political 

affiliations, and purchasing habits. This data is routinely 

weaponized for commercial profiling, consumer targeting, or 

state control, enabling authorities to easily monitor or even 

restrict financial accounts without due process.  

- During moments of political unrest or civil protest worldwide, 

governments have leveraged centralized banking networks to 

freeze the accounts of protestors, block donations to political 

groups, and restrict emergency funds without court oversight.  



 

- This reveals the most alarming danger of a cashless economy, 

showing how the complete loss of cash forfeits civil liberties 

and grants state and corporate entities total oversight and control 

over individual lives.  

  

2. Political impacts   

1. Changes in National Financial Sovereignty  

- The shift toward sovereign digital currencies alters national 

financial sovereignty by giving central banks direct, real-time 

control over domestic monetary policy, cross-border payment 

flows, and state reserves.  

- Traditional financial sovereignty is constrained when a country 

relies on foreign commercial banks and dollar clearinghouses. 

By issuing Central Bank Digital Currencies (CBDCs) and 

digital payment rails, central banks eliminate foreign 

intermediaries. This grants governments the sovereign authority 

to trace domestic money supply, enforce  

local tax regulations, execute targeted economic stimulus 

directly to citizens' digital wallets, and protect domestic trade 

from external monetary shocks or arbitrary foreign asset freezes.  

- According to UNCTAD’s Digital Economy Reports and IMF 

sovereign tracking, over 130 countries (representing 98% of 

global GDP) are developing or piloting CBDCs to reclaim 

monetary authority.  

- As highlighted in Al Jazeera financial coverage, sovereign 

digital payment platforms allow developing nations to shield 

their domestic banking sectors from external monetary policy 

decisions made by the US Federal Reserve, preserving local 

monetary autonomy during global inflationary cycles.  



 

- Restructuring national financial sovereignty enables developing 

nations to transition away from structural dollar dependency 

without sacrificing domestic economic control.  

  

2. Greater Strategic Cooperation Among BRICS Countries  

- The push for digital de-dollarisation is driving unprecedented 

geopolitical and technological alignment among BRICS+ 

member nations, transforming the bloc into a unified 

counterweight to Western-led financial institutions.  

- To successfully bypass dollar-dominated legacy systems like 

SWIFT, member states cannot act in isolation; they must 

coordinate financial protocols, integrate national payment rails 

(such as India's UPI, Russia's Mir/SPFS, and China's 

UnionPay/CIPS), and pool liquidity. This economic integration 

creates a collective security umbrella, allowing participating 

states to trade essential commodities such as energy, grain, and 

minerals using shared local-currency and digital frameworks.  

- According to IMF and UNCTAD trade data, the expanded 

BRICS+ bloc represents approximately 40% of global GDP 

(PPP) and nearly 49% of the world’s population.  

Intra-bloc trade settled in non-dollar currencies surged past 

70%–80%.  

- As reported by Al Jazeera, initiatives like BRICS Pay (a 

decentralized payment and messaging protocol) and Project 

mBridge (a multi-CBDC platform) demonstrate active, multi-

lateral financial cooperation designed to facilitate frictionless 

cross-border trade across Eurasia, Latin America, and Africa.  

- Greater strategic cooperation within BRICS provides 

developing economies with the collective bargaining power and 

technical infrastructure necessary to pursue financial 

independence from Western monopolies.  

  



 

3. Competition Over Digital Currency Standards  

- Superpowers and international bodies are engaged in an intense 

geopolitical contest to define the technical, legal, and 

cryptographic standards that will govern the future of global 

digital money.  

- The nation or coalition that establishes the dominant global 

standards for digital currencies such as ledger protocols, data 

privacy frameworks, API interoperability, and cross-border 

messaging gains immense structural power. If Western standards 

(promoted by the G7, BIS, and IMF) prevail, global digital 

transactions will prioritize Western compliance rules and anti-

money laundering (AML) frameworks. Conversely, if 

alternative standards (promoted by China or BRICS coalitions) 

dominate, cross-border flows will prioritize state sovereignty, 

anonymity from Western oversight, and localized data hosting.  

- UNCTAD policy briefs on digital governance emphasize that 

international standard-setting bodies (such as the BIS 

Innovation Hub and the Financial Stability Board) are actively 

competing with regional technology alliances to set protocols 

for cross-border tokenized asset transfers.  

- Al Jazeera reporting underscores that China's early rollout of its 

digital yuan (e-CNY) and leadership in multi-CBDC platforms 

aim to establish the default technical blueprint for cross-border 

digital payments across the Global South, directly challenging 

US-backed messaging standards.  

- Competition over digital currency standards means that de-

dollarisation is not merely about changing settlement currencies, 

but about deciding which global power will control the 

underlying digital architecture of world trade.  

  

4. New National Security Challenges  



 

- The migration of national monetary systems onto sovereign 

digital ledgers creates unprecedented national security 

vulnerabilities, including cyber-warfare threats, financial 

espionage, and algorithmic disruption.  

- Digitizing a nation's core financial architecture expands its 

cyber-attack surface. State-sponsored hackers or hostile foreign 

actors could target central bank digital ledgers, execute 

ransomware attacks on critical payment nodes, or deploy 

distributed denial-of-service (DDoS) operations to paralyze an 

entire nation's commercial activity. Furthermore, because digital 

money relies on programmable code, foreign powers could 

exploit software vulnerabilities or leverage backdoors in 

imported hardware/software to disrupt a rival's domestic 

economy during geopolitical conflicts.  

- UNCTAD's Cyber-Security and Digital Economy Frameworks 

highlight that cyberattacks targeting critical financial 

infrastructure in developing nations increased by over 30% 

annually, with low-income states lacking the defensive 

cybersecurity budgets of advanced economies.  

- Security analysis by Al Jazeera emphasizes that foreign-issued 

digital currencies or third-party digital payment platforms 

expose user data to real-time foreign surveillance, giving 

adversary states deep intelligence on a target nation's strategic 

supply chains, military spending, and private commerce.  

- National security challenges reveal that achieving digital 

financial independence requires a state to protect its digital 

payment infrastructure from foreign cyber-intrusions, data 

surveillance, and technological sabotage.  

3. Economic impacts  

1. Increased Dependence on Foreign Central Bank Digital Currencies 

(CBDCs)  



 

- Increased reliance on a foreign power's retail or wholesale 

CBDC creates severe structural economic vulnerability, eroding 

domestic monetary authority and transferring financial leverage 

to an external central bank.  

- Explanation: When businesses and individuals in a smaller 

economy adopt a dominant foreign CBDC (e.g., e-CNY) for 

local commerce or cross-border trade, digital "currency 

substitution" takes hold. Because CBDCs are programmable and 

run on foreign server nodes, the issuing foreign central bank 

gains real-time visibility into local transaction flows. 

Consequently, the host nation loses its "seigniorage" (revenue 

from issuing national currency) and forfeits control over 

domestic money supply and interest rates.  

- IMF Policy Papers on retail CBDCs emphasize that high 

adoption of foreign digital currencies in developing markets 

severely restricts local monetary transmission mechanisms, 

creating "digital dollarization" risks.  

- Real-World Context: Al Jazeera policy reports highlight that 

over 70% of developing nations lack the digital infrastructure to 

build competing national retail CBDCs, leaving trade corridors 

across Latin America, Africa, and Southeast Asia structurally 

exposed to external digital currency dominance.  

- Foreign CBDC dependency directly undercuts national 

economic sovereignty, proving that transitioning away from 

legacy dollar rails without a sovereign or multi-lateral digital 

strategy merely replaces Western financial dominance with a 

new foreign central bank's control.  

  

2. Cybersecurity-Related Financial Losses  

- Digitizing central bank money creates systemic cybersecurity 

risks, exposing critical financial infrastructure to catastrophic 



 

losses from state-sponsored cyberattacks, ledger breaches, and 

algorithmic fraud.  

- Legacy banking systems disperse cyber risk across fragmented 

commercial networks. In contrast, a centralized or distributed 

central bank digital ledger creates a high-value single target. 

Cyber intrusion into a CBDC network whether via smart 

contract vulnerabilities, ledger consensus manipulation, or 

compromise of offline digital wallets can cause immediate 

systemic liquidity draining, irreversible loss of state reserves, 

and severe disruptions to everyday retail commerce.  

- According to BIS operational resilience papers and global 

payment trends, global cross-border digital transactions exceed 

$200 trillion annually, with cyber-threats and AI-driven fraud 

against payment stacks growing at double-digit rates.  

- UNCTAD digital safety frameworks and Al Jazeera tech reports 

emphasize that lower-income economies face disproportionate 

cyber-loss risks because their central banks lack the multi-

billion-dollar defensive cyber-architecture and real-time ledger 

auditing protocols required to fend off advanced persistent 

threats (APTs).  

- Cybersecurity vulnerabilities demonstrate that pursuing digital 

financial independence carries severe operational costs; a single 

major breach of digital currency rails can destroy national 

wealth faster than legacy financial crises.  

  

3. Impact on Inflation and Price Stability  

- The introduction and circulation of digital currencies alter 

money velocity and domestic credit dynamics, introducing new 

volatility to inflation management and price stability.  

- Digital currencies drastically reduce transaction friction, 

accelerating the speed at which money moves through the 

economy (velocity of money). During periods of economic 

stress, friction-free digital payment apps enable rapid capital 



 

flight or sudden shifts from domestic currency into foreign 

digital assets in seconds. This rapid capital movement can 

trigger sharp local currency devaluations, importing inflation 

instantly into the domestic price of food, energy, and raw 

materials.  

- IMF World Economic Outlook data highlights that emerging 

and developing economies face higher inflation volatility 

(averaging 5.5% to 11.9% across specific developing regions) 

compared to advanced economies (~2.6%–2.8%), making their 

domestic price levels acutely sensitive to sudden capital flight.  

- BIS monetary studies confirm that if a retail CBDC allows 

instant FX conversion, domestic citizens can execute mass 

flights to foreign digital assets during panic, destroying the local 

central bank's capacity to anchor domestic inflation 

expectations.  

- Maintaining price stability requires absolute control over 

currency circulation; without strict capital controls and digital 

holding limits, digital currency networks can destabilize 

domestic purchasing power.  

  

4. Impact on Domestic Banking Sector Profitability  

- Widespread retail CBDC adoption risks "disintermediating" 

domestic commercial banks, severely eroding their profitability, 

deposit bases, and capacity to extend economic credit.  

- Commercial banks traditionally rely on low-cost customer 

deposits to fund business and mortgage lending. If citizens gain 

access to a risk-free, direct central bank digital account, they 

may move their funds out of commercial bank deposits and into 

the CBDC wallet—especially during economic downturns 

("digital bank runs"). To retain deposits, commercial banks are 

forced to raise interest rates on savings accounts, shrinking their 



 

net interest margins (NIM) and making loan capital significantly 

more expensive for the broader domestic economy.  

- IMF assessments on CBDC design stress that without artificial 

holding caps or zero-interest rules on retail CBDC wallets, 

commercial bank deposit bases could shrink by 10% to 30%, 

severely contracting private sector credit growth.  

- Al Jazeera coverage on banking sector stability in developing 

economies notes that local commercial banks are already 

suffering from squeezed profitability due to competition from 

fintech apps and high non-performing loan (NPL) ratios, 

making them fragile against sudden digital deposit migration.  

- Protecting domestic banking sector profitability is a primary 

economic balancing act in de-dollarisation; central banks must 

carefully cap CBDC holdings to prevent crushing the local 

banking system that fuels national economic growth.  

  

Key stakeholder 

1. Establishing Guidelines on Sovereign Financial Independence  

- The UN General Assembly established legal principles to 

safeguard national sovereignty against external financial 

coercion and unilateral debt traps through UN General 

Assembly Resolution 69/319(Basic Principles on Sovereign 

Debt Restructuring Processes).  

- Grounded in Article 2(1) of the UN Charter (which establishes 

the sovereign equality of all member states), this action 

reinforces that debtor nations have a sovereign right to 

restructure their liabilities without facing predatory litigation, 

arbitrary foreign sanctions, or systemic asset confiscation by 

external creditors.  

- UN Resolution 69/319 explicitly asserts the principles of 

sovereignty, good faith, transparency, and equity in restructuring 



 

sovereign obligations.UN Policy Data: Reports supporting the 

resolution emphasize that over 60 developing countries face 

chronic debt vulnerabilities due to external financial shocks, 

making legal protection of sovereign assets a prerequisite for 

economic stability.  

- By codifying the right to sovereign financial self-determination, 

the UN provides a multilateral foundation for developing 

nations seeking to exit foreign dollar-denominated debt cycles.  

  

2. Challenging Unilateral Financial Coercion and Sanctions  

- The UN has consistently condemned the use of unilateral 

economic sanctions and global banking blockades through 

recurrent resolutions, such as UN General Assembly Resolution 

77/152(International Financial System and Development).  

- The UN position highlights that weaponizing the international 

payment infrastructure (such as blocking access to clearing 

banks or freezing sovereign central bank reserves) violates 

international law and disrupts the global monetary order. These 

actions urge multilateral reforms to ensure international 

payment channels remain neutral public utilities rather than 

tools of political enforcement.  

- Guided by Article 1(2) and Article 55 of the UN Charter 

(promoting economic development and peaceful international 

relations), GA Resolution 77/152 stresses the urgent need to 

prevent systemic imbalances and reform the international 

financial architecture.  

- UN reports highlight that unilateral economic restrictions affect 

over 30% of the global population, forcing affected central 

banks to actively seek alternative, non-Western payment rails.  

- UN declarations against unilateral financial coercion serve as 

the primary legal justification for nations adopting sovereign 



 

Central Bank Digital Currencies (CBDCs) and decentralized 

payment platforms to defend against foreign banking lockouts.  

  

3. Classifying Public Digital Infrastructure as a Global Public Good  

- Through policy directives and resolution frameworks issued by 

UNCTAD (UN Trade and Development), the UN advocates 

treating national digital payment architectures and public 

ledgers as critical "public goods" under UN General Assembly 

Resolution 77/153.  

- UNCTAD guidelines warn developing economies against 

allowing domestic payment systems to be overrun by private 

cryptocurrencies or dominant foreign digital currencies. Instead, 

the UN urges states to build sovereign, public-backed digital 

payment systems (such as national CBDCs and fast payment 

rails) to maintain domestic monetary control and protect 

transaction data.  

- UNCTAD’s Digital Economy Reports show that low-income 

countries account for less than 1% of global digital trade. 

UNCTAD policy briefs recommend establishing local public 

digital payment infrastructures to lower transaction fees and 

retain national seigniorage.  

- UNCTAD-backed initiatives (such as the DMFAS digital debt 

platform used in over 60 nations) demonstrate how sovereign 

digital tools strengthen state capacity and data privacy.  
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Framing digital payment systems as sovereign public goods 

justifies state-backed CBDC development as an essential tool to 

prevent new foreign digital dependencies.  

  

4. Driving Multilateral Reform of the Global Financial Architecture  

- Through political declarations like The Geneva Consensus 

(UNCTAD16) and UN General Assembly Resolution 78/170, 

the UN officially calls for a complete overhaul of global 

governance within international financial institutions.  

- The UN highlights that existing global financial institutions (like 

the IMF and World Bank) maintain structural governance 

imbalances that favor G7 powers while underrepresenting the 

Global South. Under Article 56 of the UN Charter, member 

states commit to joint multilateral action to rebuild transparent, 

equitable, and multi-polar global trade and settlement channels.  

- The UNCTAD ministerial declarations emphasize that 

developing countries spend more on servicing foreign-currency 

debts than on basic education or healthcare.  

- Resolutions call for creating neutral, multi-lateral payment 

mechanisms and borrower platforms (such as the UN-backed 

Borrowers' Platform) to give developing nations a collective 

voice in global monetary rules.  

- UN-backed calls for structural reform directly validate the push 

toward multi-nation digital currency networks (like mBridge 

and BRICS Pay) as necessary steps toward an equitable, multi-

polar monetary system.  

 

 



 -      

Past UN actions 

1. Establishing Guidelines on Sovereign Financial Independence  

- The UN General Assembly established legal principles to 

safeguard national sovereignty against external financial 

coercion and unilateral debt traps through UN General 

Assembly Resolution 69/319(Basic Principles on Sovereign 

Debt Restructuring Processes).  

- Grounded in Article 2(1) of the UN Charter (which establishes 

the sovereign equality of all member states), this action 

reinforces that debtor nations have a sovereign right to 

restructure their liabilities without facing predatory litigation, 

arbitrary foreign sanctions, or systemic asset confiscation by 

external creditors.  

- UN Resolution 69/319 explicitly asserts the principles of 

sovereignty, good faith, transparency, and equity in restructuring 

sovereign obligations.  

- Reports supporting the resolution emphasize that over 60 

developing countries face chronic debt vulnerabilities due to 

external financial shocks, making legal protection of sovereign 

assets a prerequisite for economic stability.  

By codifying the right to sovereign financial self-determination, 

the UN provides a multilateral foundation for developing 

nations seeking to exit foreign dollar-denominated debt cycles.  

  

2. Challenging Unilateral Financial Coercion and Sanctions  

- The UN has consistently condemned the use of unilateral 

economic sanctions and global banking blockades through 

recurrent resolutions, such as UN General Assembly Resolution 

77/152(International Financial System and Development).  
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- The UN position highlights that weaponizing the international 

payment infrastructure (such as blocking access to clearing 

banks or freezing sovereign central bank reserves) violates 

international law and disrupts the global monetary order. These 

actions urge multilateral reforms to ensure international payment 

channels remain neutral public utilities rather than tools of 

political enforcement.  

- Guided by Article 1(2) and Article 55 of the UN Charter 

(promoting economic development and peaceful international 

relations), GA Resolution 77/152 stresses the urgent need to 

prevent systemic imbalances and reform the international 

financial architecture.  

- UN reports highlight that unilateral economic restrictions affect 

over 30% of the global population, forcing affected central 

banks to actively seek alternative, non-Western payment rails.  

- UN declarations against unilateral financial coercion serve as 

the primary legal justification for nations adopting sovereign 

Central Bank Digital Currencies (CBDCs) and decentralized 

payment platforms to defend against foreign banking lockouts.  

  

3. Classifying Public Digital Infrastructure as a Global Public Good  

- Through policy directives and resolution frameworks issued by 

UNCTAD (UN Trade and Development), the UN advocates 

treating national digital payment architectures and public 

ledgers as critical "public goods" under UN General Assembly 

Resolution 77/153.  

- UNCTAD guidelines warn developing economies against 

allowing domestic payment systems to be overrun by private 

cryptocurrencies or dominant foreign digital currencies. Instead, 

the UN urges states to build sovereign, public-backed digital 

payment systems (such as national CBDCs and fast payment 
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rails) to maintain domestic monetary control and protect 

transaction data.  

- UNCTAD’s Digital Economy Reports show that low-income 

countries account for less than 1% of global digital trade. 

UNCTAD policy briefs recommend establishing local public 

digital payment infrastructures to lower transaction fees and 

retain national seigniorage.  

- UNCTAD-backed initiatives (such as the DMFAS digital debt 

platform used in over 60 nations) demonstrate how sovereign 

digital tools strengthen state capacity and data privacy.  

Framing digital payment systems as sovereign public goods 

justifies state-backed CBDC development as an essential tool to 

prevent new foreign digital dependencies.  

  

4. Driving Multilateral Reform of the Global Financial Architecture  

- Through political declarations like The Geneva Consensus 

(UNCTAD16) and UN General Assembly Resolution 78/170, 

the UN officially calls for a complete overhaul of global 

governance within international financial institutions.  

- The UN highlights that existing global financial institutions (like 

the IMF and World Bank) maintain structural governance 

imbalances that favor G7 powers while underrepresenting the 

Global South. Under Article 56 of the UN Charter, member 

states commit to joint multilateral action to rebuild transparent, 

equitable, and multi-polar global trade and settlement channels.  

- UNCTAD 16 Mandate: The UNCTAD ministerial declarations 

emphasize that developing countries spend more on servicing 

foreign-currency debts than on basic education or healthcare.  

- Resolution Outcomes: Resolutions call for creating neutral, 

multi-lateral payment mechanisms and borrower platforms (such 
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as the UN-backed Borrowers' Platform) to give developing 

nations a collective voice in global monetary rules.  

- Link to Topic: UN-backed calls for structural reform directly 

validate the push toward multi-nation digital currency networks 

(like mBridge and BRICS Pay) as necessary steps toward an 

equitable, multi-polar monetary system.  

  

Case studies 

Case Study 1: Project mBridge (Multi-CBDC Common Platform)  

- Led by the BIS Innovation Hub alongside the central banks of 

China, Thailand, the UAE, Hong Kong, and Saudi Arabia, 

mBridge is a custom distributed ledger technology (DLT) 

platform designed to bypass correspondent banking for cross-

border trade settlement. International Finance Bank LTD  

- Participant countries share a single bespoke ledger (). Smaller 

non-issuing participants depend on the technical maintenance, 

consensus protocols, and security fixes determined by the 

dominant software architects (primarily China’s PBoC and 

Hong Kong's HKMA).  

- Although mBridge utilizes cryptographic privacy-preserving 

techniques to mask bilateral transactor identities, the underlying 

ledger nodes still allow participating validating central banks to 

trace aggregate trade volumes, money velocity, and liquidity 

health of smaller participating economies in real time. 



 

Case Study 2: Cross-Border e-CNY Pilots & Bilateral Trade 

Integration  

- The People's Bank of China (PBoC) has expanded trials of its 

digital yuan (e-CNY) into regional trade corridors (such as 

Hong Kong, Thailand, and Southeast Asian trade hubs). It is 

actively used to settle cross-border commerce without relying 

on SWIFT or U.S. dollar correspondent banks.  

UF Law Scholarship Repository - University of Florida+ 1  

- Small or trade-dependent economies integrating directly with e-

CNY risk local businesses and citizens preferring the highly 

liquid, low-cost foreign digital currency over domestic legal 

tender, eroding domestic central bank seigniorage and monetary 

control.  

- The e-CNY operates on a "managed anonymity" architecture 

where the PBoC sits at the top tier. Foreign firms using e-CNY 

expose their complete cross-border transaction metadata, trade 

flows, and counterparty graphs directly to China’s central bank 

infrastructure.  

Case Study 3: Russia’s Digital Ruble & De-dollarisation Under 

Sanctions  

- Following Western sanctions, the disconnection of major 

Russian banks from SWIFT, and the freezing of foreign 

exchange reserves, Russia accelerated the deployment of its 

Digital Ruble to bypass U.S. dollar clearing systems and 

facilitate bilateral trade with trade partners (e.g., China, Iran, 

and BRICS partners).  

- To make the Digital Ruble operational cross-border, Russia 

must build custom bilateral bridges or adopt foreign ledger 

standards (such as China's payment architecture). Attempting to 



 

escape U.S. dollar leverage forces reliance on partner states' 

proprietary ledger gates and clearing policies.  

- Partner countries conducting trade in Digital Rubles or linked 

foreign CBDCs cannot issue units of the partner’s digital 

currency during liquidity crunches, leaving them fully reliant on 

foreign central bank swap lines for emergency digital liquidity.  

Case Study 4: The Eastern Caribbean Central Bank (DCash) & Third-

Party Vendor Vulnerability  

- The Eastern Caribbean Central Bank (ECCB) launched DCash, 

a shared retail CBDC across eight island economies, built in 

partnership with a private foreign software provider (Bitt Inc.).  

Kansas City - Federal Reserve  

- Rather than building native, sovereign technical capacity, the 

region relied entirely on a foreign vendor's cloud and ledger 

codebase. When the platform suffered a major technical crash in 

2022 that took DCash offline for weeks, the local monetary 

authorities were functionally helpless to resolve the outage 

without foreign software engineering intervention.  

- Outsourcing the core ledger infrastructure meant foreign cloud 

hosting providers and foreign technical staff retained 

administrative access to system logs, underscoring how small 

states can lose data sovereignty even when issuing their own 

CBDC if they lack local hosting infrastructure.  

  


