Innovations, Number 81 June 2025

Innovations

"De-dollarisation and the Global Economy: Strategic
Transformations and Societal Impacts in a Changing Financial
Order"

Dr. Pinki Rai
Research Associate,
ITM Skill University, Navi Mumbai, India

Abstract: DE-dollarization is the planned process by which countries become
less reliant on the U.S. dollar for commerce, finance, and managing their
reserves. The dollar has always been the most important currency in the world,
but wars, economic sanctions, and the desire for monetary autonomy have sped
up the process of getting away from the dollar and establishing a multipolar
world. This study looks at the dollar's historical dominance, starting with the
Bretton Woods Agreement and concludes with the start of the petrodollar system.
It looks at the main reasons that affect de-dollarisation, such as geopolitical
conflict, economic diversity, and new technologies like central bank digital
currencies (CBDCs). To understand how countries are de-dollarizing, we look at
several strategic techniques, like trading in local currencies, diversifying
reserves, and using other payment systems. Ultimately, the paper highlights the
impact of de-dollarisation on the common people of the affected nations. Case
studies of Russia, China, Iran, India and the European Union show how these
strategies work and what they mean for trade and financial stability around the
world. It is unlikely that the world will completely stop using the dollar in the
foreseeable future, but the move toward a multipolar currency system Is
speeding up. The research studies that dedollarization might change how the
world economy is run, weaken the impact of U.S. monetary policy, and change the
flow of capital around the world. Because of this, it is important for governments,
investors, and academics to all understand where it is going and what it
means.This research shows the effect of dedollarization on common citizens and
looks intothe future.
Keywords: Dedollarization, United States dollar, reserve currency, global
economy, monetary policy, financial stability, currency diversification De-
dollarization, financial stability, currency diversification.
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1) Introduction:

The U.S. dollar has been the most important currency in the world for decades
(Casselman, 2011). Since the middle of the 20th century, the dollar has been a
key player in the global economy. It has been used as a means of exchange in
international trade and as the central banks' preferred reserve currency around
the world (Eichengreen, 2011). After World War II, its power grew stronger,
especially with the Bretton Woods Agreement, which made the dollar the
foundation of the global monetary system (Bordo & Eichengreen, 1993). Even
though the Bretton Woods system fell apart in the 1970s, the dollar stayed the
most important currency because of the petrodollar system and the economic and
military dominance of the United States (Rudolph, 2022).

Right now, this dollar-centred global system is getting more attention and
opposition. The trend of de-dollarisation, in which countries become less
dependent on the dollar for commerce, finance, and reserve assets, is gaining
momentum across various nations worldwide (Subacchi, 2020). Many political,
economic, and technological factors are coming together to make this change
happen. Since the dollar is being used more and more as a tool of economic
statecraft by various nations, the U.S. uses it to manipulate the economies and
politics of these nations, especially through sanctions and tariffs, if not wars
(Tooze, 2019). This has led other governments to look for alternative ways to
reduce their reliance on dollar-based financial institutions. Countries are trying
to diversify their foreign exchange reserves and encourage trading in local or
regional currencies in order to gain more control over their money and make
their economies more resilient (Miller, 2021).

Technological progress is playing a big role in the process of de-dollarisation.
Blockchain technology and the study of central bank digital currencies (CBDCs)
are creating new ways to make payments across borders. These systems are
different from dollar-based ones like SWIFT, (Zhou, 2022). These changes make it
easier and safer to do business in several currencies, which makes it less
necessary for one currency to be the most important. One of the main reasons for
de-dollarization is the changing balance of global economic power. Emerging
economies, especially in Asia, Latin America, and Africa, are becoming more
important in global trade and finance (Cohen, 2015). These countries are slowly
starting to trade with one another using their own money or money from regional
powers like China or the EU.

This changing dynamic is shown by the rise of bilateral and multilateral trade
agreements that don't use dollar currency (Chinn & Frankel, 2008). Also, the rise
of regional trading blocs like BRICS (Brazil, Russia, India, China, and South
Africa), the Shanghai Cooperation Organization (SCO), and the African
Continental Free Trade Area (AfCFTA) is making the global economy less
centralized (Otero-Iglesias & Steinberg, 2018). These groups not only encourage
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cooperation between countries in the same region, but they also actively support
the use of alternative currencies in international trade.

It is hard to replace the dollar soon because the global economy is too dependent
on it (Eichengreen, 2011). However, the growing use of de-dollarization
programs suggests that the global financial system may be moving toward a
currency system with more than one pole. This change could have a big effect on
international monetary policy, financial stability, and economic governance
(Gopinath, 2022). The change is coming due to the high-debt economy the U.S.
has slipped into and its policy towards other nations like tariffs and sanctions.

The goal of this study is to give a full examination of the process of de-
dollarisation. The research starts with a look at the history of the dollar's rise to
power and then looks at the main reasons why nations are moving away from the
dollar. The paper then looks at the different methods used by countries to de-
dollarize, presents detailed case studies, and looks at the bigger economic
effects. It attempts to provide people with a better understanding of a big change
that has happened in the world of finance in the last few years and how it’s going
to impact them in the near future.

2) Literature Review:

Over the past few years, the phenomenon of de-dollarization, which means that
the U.S. dollar is used less and less in international trade, banking, and reserves,
has gotten more and more attention from scholars. As the world economy changes
and the balance of power between governments shifts, academics are paying
more and more attention to what happens when people rely less on the dollar.
This literature review brings together important academic contributions and
discussions about the reasons, processes, and effects of de-dollarisation on the
global economy.

a) Historical Background and Dollar Dominance

The basic literature on dollar hegemony comes from economic studies done after
World War II. Eichengreen (2011) and Krugman (1984) talk about how the Bretton
Woods system made the dollar the world's reserve currency. The U.S. economy
was strong, the financial markets were deep and liquid, and the oil trade was done
in dollars (petrodollar recycling), which made the dollar even more important.
Goldberg and Tille (2008) say that the dollar's dominance continued after Bretton
Woods because of network externalities, which means that more people around
the world chose the dollar just because it was already extensively used.

But researchers like Subramanian (2011) and Cohen (2015) have seen that more
and more people are unhappy with the dollar's dominance. They say that U.S.
monetary policy often puts U.S. interests ahead of global economic stability. The
Global banking Crisis of 2008 brought back the question of whether a dollar-
based system can last, since it showed weaknesses in the U.S. banking system.
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b) Theoretical Views on De-dollarisation

Many theoretical models have been made to help us understand the process of
de-dollarization. People sometimes use the "optimal currency area" idea
(Mundell, 1961) to see if other currency unions, like the Eurozone or BRICS, may
take the place of the dollar. Other academics employ dependence theory and
post-colonial economic views to show that dollar dominance sustains unequal
power relations in global finance (Saad-Filho, 2019). Some realist international
political economy (IPE) researchers see de-dollarization as a way to change the
balance of power in the world. According to Oatley et al. (2013), Russia and China
want to get rid of the dollar not only to make their economies stronger, but also to
counter U.S. sanctions and authority. In this case, the dollar is not only a neutral
financial tool, but also a way to gain power over other countries.

c) Reasons for De-dollarization

The current research suggests that a mix of economic, political, and geopolitical
variables are at play in de-dollarization. Mazi 2012's IMF working paper lists some
major economic reasons for doing so, seeking to minimise currency mismatch
risks and protect domestic economies from changes in U.S. interest rates. Political
factors include being against U.S. extraterritorial sanctions (Tooze, 2020) and
wanting to have economic independence.

Research shows that countries that are under western
sanctions, like Iran, Venezuela, and Russia, are the most active in trying to get rid
of the dollar. Dymski and Kaltenbrunner (2020) show how rapidly Russia cut back
on its U.S dependency. After 2014, the Russian Treasury sold off some of its assets
and began trading in euros and yuan with important partners. Kireeva's research
from 2021 also shows that China's Belt and Road Initiative includes de-
dollarization by promoting the use of the yuan to pay for infrastructure.
Even yet, de-dollarization has clear repercussions on monetary sovereignty in
emerging markets. Hausmann and Panizza (2003) say that "original sin" is the
problem that emerging countries have when they try to borrow money from other
countries in their currency. This makes them rely on dollar-based institutions.
When countries develop stronger local currency markets and pay off their foreign
dollar debt, they have more influence over their monetary policies and are better
able to deal with shocks to the global economy.

d) Forms and Indicators of De-dollarization

There are a few ways that countries can stop using the dollar:

e Dby spreading out their foreign currency holdings

e by agreeing to trade with each other using their currencies instead of the
dollar
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e by issuing financial tools like bonds in currencies other than the dollar

e Dby using digital currencies as alternatives, (Kaltenbrunner, A., & Dymski, G.
(2020).

Arslanalp and Tsuda (2014) say that IMF data reveal that the dollar still makes up

more than half of the world's reserves, but its proportion has been slowly going

down. The euro, yuan, and even gold have all gained some ground.

Some researchers, such as McDowell (2019), are looking at how central banks in
different nations, especially those in the BRICS and ASEAN groups, are leveraging
swap agreements to develop systems that don't rely on the US dollar. These deals
aren't very huge yet, but they are considered as key steps toward using local
currencies more in trade across countries. Auer and Béhme (2021) also look at
how China's digital yuan could help the country have more power in international
money transfers and rely less on the US dollar over time. This is because central
banks are using digital currencies more and more.

e) Effects of De-dollarisation

There is a lot of writing about how de-dollarisation affects the US and world
economies. Chinn and Frankel (2008) are two scholars who claim that the U. S. has
something termed "exorbitant privilege", which allows the U. S. to keep having
significant trade deficits without the value of its money going down too much. This
benefit will go away if the currency loses value. If global demand for U.S. dollars
and government bonds declines, the U.S. may face higher borrowing costs, rising
domestic prices, and a reduced ability to influence international affairs.

Experts like Prasad (2021) and Gopinath (2020), on the other hand, say that the
dedollarization of US Dollar is not expected to happen soon. They say that the
dollar has strong structural and trust-based advantages. Even while hostilities
between countries are rising, many countries around the world still use the dollar
as a haven. They still feel safe and secure with the fiat currency. It is hard to copy
things like liquidity, transparency, and predictability in any other financial system
in the world.

f) Geographical Insights and Empirical Analyses

Case-based research helps us understand how de-dollarization looks different in
different places. Countries like Argentina and Bolivia in Latin America have
partially de-dollarized by making currency restrictions stricter and promoting the
use of local currency for loans and savings (Reinhart, Rogoff, & Savastano, 2003).
On the other hand, East Asian economies like Malaysia and Indonesia have used
market-oriented strategies by setting up local currency bond markets, according
to research from the Asian Development Bank (2019). Russia and China are the
most studied examples of state-driven de-dollarization. Karataev (2020) gives a
full picture of how Russia has cut back on dollar assets in the National Wealth Fund
and switched commerce with China from dollars to rubles and yuan. He and

1925 | www.journal-innovations.com



Innovations, Number 81 June 2025

McCauley (2013) also look at China's capital account reform and how it helped the
yuan become more international. These examples show that political will,
institutional competence, and economic scale are all important factors that help
make de-dollarization initiatives work. Analytical Viewpoints and Constraints

Researchers say that even though the process is picking up speed, people should
not overstate how fast and far de-dollarisation is going. Eichengreen (2019) says
that changes in the dominant currency throughout history have always prevailed,
like the switch from the British pound to the dollar, though it took decades, but
major structural change did happen. Obstfeld and Taylor (2004) say that network
externalities lead to inertia: the more people use a currency, the more valuable it
becomes. Critics say that the idea that de-dollarisation always leads to economic
sovereignty is wrong. Setser (2020) and Rodrik (2011) show that using local
currency requires support from stable macroeconomic conditions, strong
regulatory frameworks, and strong financial systems. On the other hand, quick
changes away from the dollar could lead to inflation, capital flight, or currency
crises, as seen in Zimbabwe and Venezuela.

The academic debate around de-dollarization focuses on how economic, political,
and strategic factors all work together. Scholars agree that the dollar's domination
is still strong because of its institutional depth and worldwide trust, even though
there are clear efforts to reduce dependency on it, especially among emerging
powers and countries under sanctions. More and more, literature suggests a
gradual, region-specific, and hybrid currency system instead of a sudden
changeover to a new currency. Future study should focus on how these changes
will affect global financial regulation, economic growth, and geopolitical stability
in the long term.

4) Research Methodology

This study employs a qualitative, exploratory, and analytical approach, firmly
rooted in the tenets of secondary data analysis. Considering the complex and
dynamic aspects of de-dollarisation—encompassing economics, international
relations, geopolitics, and technology—this approach facilitates a comprehensive
grasp of the fundamental dynamics and worldwide implications. As Creswell
(2014) noted, "qualitative inquiry is best suited to exploring complex,
multidimensional phenomena, especially when theoretical and empirical
developments are still emerging” (p. 32).

4.1. Research Design

This research design is structured as an exploratory qualitative investigation
aimed at examining the underlying causes, processes, and consequences of de-
dollarisation in various nations and regions. The design is analytical, seeking to
integrate worldwide trends, and evaluative, assessing variations in policy
strategies and their results across different economies. According to Yin (2018),
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case studies are “an empirical inquiry that investigates a contemporary
phenomenon in depth and within its real-world context” (p. 15), making them
suitable for comparative analysis of countries like Russia, China, India, and the
BRICS coalition.

The study examines the underlying factors, processes, and broader financial
implications of de-dollarization initiatives, drawing insights from both theoretical
frameworks and practical applications. As Saad-Filho (2019) argues, the process
of de-dollarization “must be interpreted not merely in financial terms, but also as
part of a broader struggle over geopolitical and economic sovereignty” (p. 7).

4.2. Gathering of Data

The research is fundamentally based on secondary data obtained from reputed

and publicly accessible databases, institutional reports, and academic literature.

These sources ensure academic validity and depth in coverage:

o Academic Publications: Contributions from peer-reviewed journals indexed
in Scopus, Elsevier, JSTOR, Springer, Taylor & Francis, and Wiley.

o Institutional Reports: Data and analyses published by the International
Monetary Fund, World Bank, Bank for International Settlements, World Gold
Council, and UNCTAD.

e Central Bank Documentation: Monetary policy statements, reserve data,
and financial reports from the People’s Bank of China, Bank of Russia, and
Reserve Bank of India.

o International Finance Databases: IMF COFER for foreign exchange
reserves, SWIFT transaction data, and reserve composition statistics.

e Industry and News Sources: Reputable outlets such as Financial Times,
Bloomberg, Reuters, The Economist, and regional think tanks like the
Brookings Institution and Atlantic Council.

o Digital Currency and Infrastructure Reports: Reports from BIS Innovation
Hub, the Atlantic Council’s CBDC Tracker, and research on digital currency
innovations.

The temporal scope extends from 2010 to 2025, covering pivotal geopolitical
shifts, sanctions policies, and the acceleration of digital financial infrastructure.
As Gopinath (2020) noted, “The dollar’s role is evolving amid digital innovation
and geopolitical realignments, but its foundation remains robust due to deep
markets and institutional trust” (p. 4).

4.3. Framework for Analysis
A.Thematic Examination
Themes are identified from the literature and refined throughout the data analysis
process. Core themes include:
e Factors influencing the global shift away from the U.S. dollar
e Economic diversification and monetary sovereignty
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e Digital currency adoption
¢ Regional trade and financial cooperation
e Reserve diversification by central banks

As Chinn and Frankel (2008) suggest, these themes reflect “a gradual movement
toward a multipolar currency world, especially in light of the euro and renminbi’s
increasing use in global finance” (p. 49).

B. Comparative Case Study Examination

This includes country-specific assessments, highlighting Russia’s asset
divestments post-2014 (Karataev, 2020), China’s Belt and Road Initiative and
renminbi internationalisation (He & McCauley, 2013), and India’s new bilateral
trade settlement policies. According to McDowell (2019), “Monetary rivalry is no
longer abstract—it is being operationalised through policies and institutions
designed to bypass dollar-centric systems” (p. 12).

C. Analytical Trend Analysis

Quantitative patterns such as the declining share of dollar reserves (Arslanalp &
Tsuda, 2014), growth in gold holdings, bilateral swaps, and CBDC development
are tracked. Auer and Bohme (2021) assert that “digital currencies represent a
structural innovation that could weaken existing monopolies in international
payments” (p. 3).

4.4.Validity and Reliability
To strengthen the validity of the study, triangulation is used by cross-verifying
data across IMF reports, central bank publications, and scholarly literature. As Yin
(2018) emphasizes, “Construct validity in case studies requires the use of multiple
sources of evidence” (p. 42).

Reliability is reinforced through the continuous use of credible, peer-reviewed,
and up-to-date sources spanning 2010-2025. By employing datasets like IMF
COFER and BIS digital infrastructure reports, the study ensures methodological
rigor and replicability.

5) Drivers of Dedollarization

The rising global trend of dedollarization is propelled by geopolitical, economic,
technological, and strategic considerations. While the U.S. dollar remains
dominant, many nations are actively reducing reliance due to rising uncertainty
and coercive monetary practices.

The rising global trend of dedollarization is propelled by geopolitical, economic,
technological, and strategic considerations. While the U.S. dollar remains
dominant, many nations are actively reducing their reliance on it due to rising
uncertainty, the asymmetric nature of dollar hegemony, and coercive monetary
practices (Eichengreen, 2011; Tooze, 2021; Ghosh, 2023).
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5.1 Geopolitical Strains and the Weaponisation of the Dollar

A major driver of dedollarization is the perception of the dollar as a geopolitical
weapon. According to Tooze (2021), “the financial sanctions imposed on Russia
following the annexation of Crimea made it evident that the dollar-based system
can be used punitively” (para. 3). Sanctions against countries such as Iran,
Venezuela, and North Korea have included freezing sovereign assets and cutting
access to global financial systems like SWIFT. Eichengreen (2011) notes that “the
ability of the U.S. to deny access to the global payments infrastructure highlights
a key vulnerability of overdependence on the dollar” (p. 125). These geopolitical
risks have incentivised several nations, particularly after 2014 and more
aggressively since 2022, to pursue alternative financial instruments. For instance,
Russia has increased its holdings in Chinese yuan and initiated rubble-based
bilateral trade. Subacchi (2020) emphasizes that “monetary sovereignty is
increasingly viewed as a pillar of political sovereignty” (p. 147), linking
dedollarization to broader goals of geopolitical independence.

5.2 Economic Diversification and Monetary Sovereignty

From an economic perspective, reliance on the U.S. dollar compromises
macroeconomic autonomy. Rey (2015) argues that “there is no global financial
cycle without the dollar” (p. 2), pointing to how U.S. Federal Reserve interest rate
changes influence capital flows and inflation in emerging markets. This dollar
spillover effect weakens the ability of central banks in developing economies to
maintain monetary policy independence. To reclaim this autonomy, many
emerging economies are pushing for local-currency invoicing, deepening capital
markets, and forming bilateral or regional swap lines. Ocampo (2017) supports
this trend, stating that “regional monetary cooperation and local currency
financing are key to insulating economies from global volatility” (p. 89).

5.3 Technological Innovation: CBDCs and Payment Systems

Technological advancements, particularly the development of Central Bank
Digital Currencies (CBDCs) and alternative payment platforms, are providing
countries with tools to bypass the dollar-based financial architecture. The
People’s Bank of China’s launch of the digital yuan (e-CNY) and its Cross-Border
Interbank Payment System (CIPS) directly challenge SWIFT’s monopoly. Auer,
Cornelli, and Frost (2020) assert that “CBDCs offer a rare window for countries to
reshape cross-border payments and reduce dollar reliance” (p. 4). BRICS and
ASEAN nations are actively exploring shared digital currencies to facilitate intra-
regional trade. As Prasad (2021) explains, “digital currencies may erode the
dominance of the dollar by providing viable alternatives for cross-border
settlements” (p. 116).

5.4 Regional Trade and Financial Blocs
The proliferation of regional financial alliances and trade blocs is another
structural force behind dedollarization. The BRICS nations are in the process of
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developing a new reserve currency backed by a basket of member currencies.
Additionally, trade within BRICS and other emerging economies is increasingly
being conducted in local currencies. Ghosh (2023) notes, ‘“‘regionalism is
becoming a financial strategy to delink from Western-led institutions” (p. 7). On
the African continent, the launch of the Pan-African Payment and Settlement
System (PAPSS) further underscores the shift toward the use of local currencies in
trade. Tooze (2022) aptly describes this phenomenon as “the political geography
of money shifting toward multipolarity” (p. 231).

5.5 Central Bank Reserve Diversification and Gold Accumulation

In response to dollar-related vulnerabilities, central banks are diversifying their
reserves away from U.S. assets. The World Gold Council (2024) reported that
“2023 witnessed the largest gold purchases by central banks in over 50 years,
largely led by de-dollarizing economies” (p. 3). This behavior is not merely
defensive but strategic. Subacchi (2010) notes that “gold offers an apolitical
reserve asset immune to external coercion” (p. 103). Beyond gold, countries are
also reducing their holdings of U.S. Treasury securities and increasing their
allocations in Special Drawing Rights (SDRs), euros, and yuan. Cheung and Qian
(2009) argue that “reserve diversification is a calculated response to potential
dollar instability” (p. 778).

6. Impact of Dedollarization on the Daily Lives of Common People in
Developing Countries

People often associate dedollarization in terms of high-level economics, trade
balances, and geopolitical realignments. However, it also has real effects on
people's daily lives, especially in developing countries where currency
instability and economic volatility are often worse(Bank for International
Settlements, 2023).This section of the study looks at how dedollarization changes
the daily lives of regular people, including how they earn, save, trade, borrow,
and spend money.

6.1 Currency Stability and Inflation Control:

For citizens of adeveloping economy, currency depreciation and
imported inflation have a big impact on the purchasing power of the respective
currency(International Monetary Fund, 2022). When a country is substantially
dollarized, it means that it uses the U.S. dollar for trade or savings. This makes it
vulnerable to the monetary policy of the U.S. Federal Reserve. For developing
countries, if the interest rate hikes in the U.S. strengthen the dollar, which in turn
weakens the local currency (International Monetary Fund, 2020). As a result, the
prices of imported products, such as fuel, medicine, and basic food items,
increase.

Dedollarization can lessen this dependency, giving central banks more power to
manage inflation with local policy tools. For example, if a country pays for more

1930 | www.journal-innovations.com



Innovations, Number 81 June 2025

of its oil imports in its own or nearby currencies, it may be able to protect itself
from the dollar's ups and downs and keep fuel costs stable. Fuel prices affect the
cost of food, electricity, and transportation (Patnaik, 2023; International Monetary
Fund, 2020).

But during the changeover period, dedollarization might potentially cause short-
term volatility. If not handled correctly, it could lead to capital flight or changes in
the currency rate that make basic products and services less affordable for the
typical household(Reinhart & Rogoff, 2022).

6.2 Employment and Income Stability

One approach to de-dollarisation is to promote domestic sectors and encourage

local trade ties. This could potentially be good for creating jobs. For instance

e When the dollar gets less liquid, it costs more to import goods, making local
sourcing more appealing.

e Bilateral trade agreements with nearby nations could help small and medium-
sized businesses (SMEs) that can do business across borders without having
to deal with the problems that come with dollar-based transactions.

Putting money into digital infrastructure, such as digital payment systems and
CBDCs, can create jobs in the fintech sector, (Bhandari, J. S., & Buiter, W. H.
(2020).

However, dedollarization may change the flow of global investments, which could
hurt some export-oriented companies that depend on U.S. markets. There may be
job losses in dollar-linked industries like tourism and IT outsourcing, especially if
foreign investors think there are concerns with currency convertibility or capital
controls. So, all IT-based fiat dollar jobs may go at risk, (Obstfeld, 2023; IMF,
2021; Eichengreen & Gupta, 2020)

6.3 Cost of Borrowing and Access to Credit

In dollarized economies, a lot of governments and private borrowers borrow or
pay back money in dollars. When the value of the local currency goes down, it
costs more to pay off debt. This generally leads to budget cuts that cut public
jobs, subsidies, or social programs, (Levy-Yeyati & Sturzenegger, 2005; IMF,
2020; Hausmann & Panizza, 2011)

De-dollarisation might make it easier to obtain loans in local currencies within the

local market. If banks and governments start lending in local currencies, this can:

e Lower the difference in interest rates caused by currency risk.

e Make it easier for people to get loans by making the terms of repayment
clearer.

e Make people surer that they can use the national currency to save and invest
for the long run, (Galindo & Leiderman, 2005; Armas, Ize, & Levy Yeyati,
2006).
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But during the transition, less access to foreign finance could make it harder to
get financing. This could make it harder for small enterprises and those with low
incomes to get cheap loans or home finance for a short time(International
Monetary Fund, 2006).

6.4 Savings, Wages, and Remittances

People in many developing countries save in dollars rather than their currency to
hedge against currency fluctuation (Reinhart, C. M., Rogoff, K. S., & Savastano, M.
A., 2003). Policies that promote digital wallets, gold-backed savings accounts, or
localised stablecoinswill help citizens gain trust in the local currency again.

If it works, dedollarization can:
* Stabilise salary in real terms.
* Promote saving and investing in local assets
* Avoid dependence as much on informal foreign exchange markets(Park &
Son, 2023).

Dedollarization can also change the flow of remittances for migrant workers and
their families. Remittances may become cheaper and more efficient if local
currencies are more stable and can be used in international payment systems like
the BRICS digital payment platform. But if new systems don't work with global
norms, remittance fees could go up for a short time, which would impact families
who depend on money from outside the country, (Redseer & Wise, 2025; Pistilli,
2024).

6.5 Digital Inclusion and Consumer Behaviour

As dedollarization becomes more integrated with digital finance systems—such
as Central Bank Digital Currencies (CBDCs), QR-based payment platforms, and
mobile money solutions—the digital divide emerges as a critical barrier. Many
developing countries facing these transitions struggle with limited access to
technology, poor connectivity, and low digital literacy, which threaten to
exacerbate inequality in financial inclusion (Pantuliano & Tyson, 2024; UNDP,
2024).

To mitigate these challenges, governments and central banks must

emphasize:

e Accessible smartphones and reliable internet coverage across geographic
and socioeconomic groups.

o Targeted digital literacy programs and user training to build confidence in
new payment tools.

e Robust consumer protection frameworks, including data privacy, fee
transparency, and fraud prevention (Pantuliano & Tyson, 2024; UNDP, 2024).

1932 | www.journal-innovations.com



Innovations, Number 81 June 2025

Without addressing these dimensions, digital financial systems may marginalise
populations—especially in rural or underserved regions—undermining the
potential benefits of dedollarization.

People’s financial behavior often changes during the dedollarization process. As
they become more comfortable with domestic digital systems and confidence in
local currencies increases, individuals may shift away from foreign currency
holdings and instead invest in local stocks, digital wallets, or government bonds.
Research indicates that greater financial inclusion and access to local currency
financial services encourage such diversification of household portfolios (Bian et
al., 2023).

6.6 Careers in a De-Dollarized World: Emerging Opportunities in India

As India moves towards a more multipolar financial world with less dependence
on the dollar, new job opportunities will emerge that align with the changing
economic landscape. There is a growing demand for professionals who are well-
versed in international finance, managing foreign exchange risk, digital
payments infrastructure, and central bank digital currencies (CBDC) (Di Maggio
et al., 2024). As India expands its trading partnerships beyond the U.S. dollar
framework, understanding trade policy, bilateral currency settlement systems,
and innovative fintech technologies becomes increasingly important.
Additionally, there will be more roles in economic diplomacy, financial analytics,
and blockchain-based systems. If young people study economics, data science,
and international relations, they could prepare for vital careers in public policy,
banking, and regional trade organisations that are supporting the development of
an Indian economy that is less reliant on the dollar and more resilient(Palit, 2022).

Fintech, green energy, domestic manufacturing, logistics, and cross-border e-
commerce are all industries that are ready to flourish. They all benefit from
localised trade and currency systems. In addition, areas like agri-tech, health-
tech, and digital banking will do well because decentralising money will
stimulate new ideas at the local level (Nenavath & Mishra, 2023). To get India's
workers ready for success in a world that is more self-sufficient and less reliant on
the dollar, vocational and professional education systems will need to change.
They will need to emphasise multilingual communication, following the rules, and
being able to use digital money, (Tiwari, 2024).

As global pay structures move away from dollar benchmarks, inflated, dollar-
linked salaries—especially in high-end service sectors—may become more
typical and normalised. This might lead to more fair and long-lasting wage
models in the local economy. So, skilling up is important for all such citizens,
(Lagakos, David, et al, 2025).

1. Challenges and Risks of Dedollarization

Dedollarization has strategic and financial advantages, such as enhanced
monetary autonomy, reduced vulnerability to U.S. sanctions, and improved
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economic resilience (Boz et al., 2022; Eichengreen, 2023). However, it also
presents substantial challenges. The shift away from the U.S. dollar introduces
monetary, financial, institutional, and geopolitical risks that require careful policy
navigation, particularly for emerging market economies. If not managed
properly, dedollarization efforts may lead to unintended and potentially
destabilizing consequences (IMF, 2022; Setser, 2023).

1.1 Currency Instability and Inflation Volatility

Currency volatility is one of the most significant challenges associated with
dedollarization. The U.S. dollar remains the dominant global currency due to its
perceived stability, wide accessibility, and strong international trust (Goldberg &
Tille, 2008; Eichengreen, 2011). For developing economies with fragile monetary
institutions, reducing reliance on the dollar can expose their domestic currencies
to fluctuations, especially if investor or public confidence in the local monetary
regime declines (Reinhart, Rogoff, & Savastano, 2003). Such volatility can
undermine economic stability and complicate macroeconomic management.

If a country abruptly abandons the use of the U.S. dollar, it can trigger capital
flight, a sharp depreciation of the domestic currency, and inflationary
pressures—especially in  import-dependent economies (Levy-Yeyati,
Sturzenegger, & Reggio, 2010). Historical cases like Zimbabwe and Venezuela
demonstrate how rapid dedollarization, in the absence of macroeconomic
stability and institutional credibility, can lead to hyperinflation and severe
currency crises (Reinhart, Rogoff, & Savastano, 2003; Hanke & Kwok, 2009). These
risks are heightened when domestic currencies are not fully convertible or when
underdeveloped financial markets lack the capacity to absorb external shocks
(Ariyoshi et al., 2000).

1.2 Loss of Investor Confidence and Capital Outflows

Many investors, both international and domestic, choose hard currencies like the
U.S. dollar because they are stable and accepted around the world,
((Papaioannou, Portes, & Siourounis, 2006; Eichengreen, 2011). A quick move
toward settling in local currency or limiting the use of dollars can be seen as
capital controls or policy uncertainty, which can make foreign direct investment
(FDI) and portfolio inflows less likely, (Ariyoshi et al., 2000; IMF, 2020)

In countries that are getting rid of the dollar, the financial markets may face

following:

o If investors don't want to hold assets that aren't in dollars, demand for bonds
will go down(Burger & Warnock, 2006).

e The stock market won’t perform if there isuncertainty attached to the
currency, (Goldberg & Tille, 2008).

¢ Less involvement of global organisations that use U.S. money as a baseline
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A cautious management is needed with gradual regulations for a stable economy
during the process. Dedollarization could cause less money to flow into the
country, which would slow down development initiatives and economic progress.

1.3 Lack of Infrastructure and Institutional Readiness

To be successful in dedollarization, a nationneeds a robust financial infrastructure

and institutional capacity, which numerous developing nations don't have, (IMF,

2022; Balifio, Bennett, & Borensztein, 1999). Some of the most important things that

make this possible are:

¢ Reliable systems for clearing and settling local currencies

e Strong payment mechanisms for banks and across borders

¢ Clear frameworks for monetary policy

e Central banks that are independent and trustworthy (Levy-Yeyati &
Sturzenegger, 2005; Kokenyne, Ley, & Veyrune, 2010).

Countries that don't have these skills may find it hard to dedollarize without
messing up the market. In addition, coordination between trade and financial
regulatory organizations, as well as between fiscal and monetary authorities, is
important but often lacking in emerging economies.

Also, the use of digital currencies or regional payment systems, while
promising, has problems like:

e Not very good at using technology

e Risks to cybersecurity

o Low use of smartphones and the internet (Ariyoshi et al., 2000; IMF, 2020).

8. Conclusion

Dedollarization is not just a passing policy fad; it represents an important shift in
the way the world does business and trades. As this research paper demonstrates
in great detail, the fading of the fiat U.S. dollar, though for now it holds currency
supremacy. countries are starting to question the hazards of relying too much on
it. The coordinated actions of countries like India, Russia, China, and Brazil show
that the world order that was based on the dollar after World War II has started
changing.

A key takeawayfrom the research is that dedollarization is not a uniform process
The size, speed, and results of this will be different for different economies. For
example, Russia has quickly de-dollarized in response to sanctions, while China
is being more careful, balancing its exposure to U.S. financial markets with its
long-term goal of making the yuan more international. On the other hand, certain
nations in Africa, Southeast Asia, and Latin America are trying out alternatives to
the dollar, usually because they want to save money on trade. So, dedollarization
should not be taken as a simple switch. Instead, we should think of it as a range of
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strategic reactions based on national objectives, economic capabilities, and
institutional readiness.

In a world where the dollar is losing value, India's economy is about to change in
a way that brings balance back to industries that have been undervalued for a
long time. The epoch, of dollar-linked wages, especially in IT services that are
outsourced throughout the world, may slowly come to an end. However, the
fundamental industries that have been ignored for so long, such as
manufacturing, agriculture, and civil infrastructure, are set to start growing again.
For decades, these businesses were hurt the most by fiat dollar-backed salary,
with currency conversion and differences in worldwide prices. Skilled workers
typically didn't get paid enough, even though they were essential to the country's
growth. Dedollarization will deliver long-overdue justice to these jobs by
localising value and rebalancing pay systems. Also, the value of foreign degrees
and education in dollars may go down, bringing the focus back to skills,
productivity, and how they relate to the US economy. Importantly, even while
leadership in different sectors of the economy may change, India's overall
economy—driven by internal demand, skilled workers, and entrepreneurial
energy—will stay the same. Dedollarization will shift the economy toward fair
development and strength from within.
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