
Monetary sovereignty 4.0.  

National currencies in the  
digital era

From the coins of yesteryear, whose exchange value 
was deemed to be tangible (since it was inherent to 
the precious metals from which they were made), 
to paper money (coins and notes), the evolution of 
currency has always gone hand in hand with the 
practices of economic actors and technological 
change. It has always been an essential instrument 
of economic activity and a tool of state sovereignty.

With no “material” existence, book money circu-
lates between economic actors thanks to different 
methods of payment (for example. debit and credit 
cards, wire transfers, cheques) and is transferred 
from one commercial bank to another through a 
book transaction. It represents around 90% of the 
money stock in circulation, way ahead of the paper 
money issued by central banks.

The increasingly democratic use  
of the Internet by the general public  
in the 1990s and the growing power  
of e-commerce revolutionised the  
traditional models for exchanging  
money, further accentuating the rise  
of paperless methods of payment.  
Consumers are buying online more  
and more, physical money is losing 
ground, and the number of online  
payment solutions has risen  
dramatically.



In a recent interview with Bloomberg, 
Lawrence Summers, former chief  
economist at the World Bank and  
treasury secretary for the Clinton  
administration, had this to say:

Long considered the utopia of cypherpunks,  
Bitcoin, the precursor to cryptocurrencies, was 
created in 2008 stemming from a desire to split 
from the traditional financial system. It benefited 
from the growing power of an ever-larger number 
of internet users and mobile websites. 

Used mainly in a speculative manner but also as a 
refuge against inflation in several countries, parti-
cularly in South America and, more recently, in Tur-
key, Bitcoin and other cryptocurrencies have shone 
a light on the underlying technology: blockchain. 
This digital protocol allows transactions to be log-
ged securely in a virtual ledger, without the need 
for an intermediary and independently from the  
traditional financial system.

The characteristics of transparency, immutability 
and automation specific to blockchain can also be 
of great use in many industries (e.g. data security, 
supply chain management, insurance).

By facilitating instant transfers and crossing na-
tional borders in a way that had previously been 
impossible, these digital currencies have redefined 
the way payments and user data interact.

Paperless methods and digitalisation

“Is there a long-standing  
human desire to hold an  
asset that feels separate and 
apart from the day-to-day 
workings of  governments ?  
I think the answer to that 
question, history shows,  
is yes” 

Lawrence Summers, former chief economist for the World Bank,.



Being volatile, cryptocurrencies carry a 
foreign exchange risk for seller and buyer 
alike. This makes them difficult to use as 
an exchange currency. 

Aware of this volatility, certain private actors, such 
as Facebook with diem (formerly Libra) and Tele-
gram with gram, have in recent years have been 
planning stablecoins. The value of these digital  
currencies is pegged to currencies such as the  
Dollar, the Euro or to commodities such as gold. 
These “stable digital currencies” allow the is-
suing companies to reduce their dependence on 
third-party online payment services, while adding 
people who do not have a bank account to their bil-
lions of current users. Not content with establishing 
and monetising the consumer profile of their users 
from data collected from their websites, stable-
coins would also allow these companies to deter-
mine users’ habits when they use their currencies.

Unlike cryptocurrencies, which aim to have tran-
sactions verified and secured by all members 
of the network using a decentralised blockchain 
with no specific controlling body, stablecoins are 
controlled by the companies that issue them. 
With the capacity to create private monetary eco-
systems for several billion users and able to pose 
a threat to financial stability (as well as an attack 
on monetary sovereignty), plans to develop stable-
coins have provoked a hostile reaction from the au-
thorities in several countries. 

On 18 October 2019, Bruno Le Maire, the French 
Minister of the Economy, declared that “we will not 
allow a private multinational enterprise to have the 
same monetary power as sovereign states that are 
subject to democratic control (…).” Shortly afterwar-
ds, in October 2020, the Conseil de Stabilité Finan-
cière (CSF - Financial Stability Committee) issued 
a series of recommendations for G20 countries,  

clearly seeking to curb and supervise private at-
tempts to create stablecoins. One such recommen-
dation was that all issuing companies should be re-
quired to obtain a banking licence.

Central banks, some of which had already noticed 
these trends, hit the accelerator to speed up the 
development of Central Bank Digital Currency 
(CBDC). 
 
“Personally, I am convinced that given the de-
velopments we have seen, not so much with Bit-
coin but with the plans for stablecoins, (...) we 
would be better advised to be at the forefront, 
since there is clearly a demand and we need to 
respond to that.”

Christine Lagarde, President of the  
European Central Bank, December 2019.

The recent study by PwC and the survey carried out 
by the Bank for International Settlements (BIS) indi-
cate that 86% of central banks have already joined 
the race, with projects in the pilot phase or in pro-
duction and blockchain is being used as an under-
lying technology: e-krona (Sweden), the digital lira 
(Turkey), etc.

What if one day companies abandoned 
national currencies ?



Digital yuan or the new silk roads

At the end of 2020 Beijing launched its project, dis-
tributing the e-yuan free of charge in the digital wal-
let of more than 100,000 inhabitants in four towns 
across the country. The campaign is part of a lar-
ger strategy by the Chinese authorities to prepare 
the public for the nationwide move to the e-yuan, 
planned for 2022 and aimed at eventually replacing 
the national currency of China in its physical form.

The implementation of the digital Yuan will allow 
Beijing to ensure that monetary circulation is regu-
lated and backed by the traditional banking sys-
tem, while it retains total visibility in relation to its 
monetary policy and traceability of consumer beha-
viour. As Boris Schlossberg, managing director at 
BK Asset, has said, the use of blockchain through 
smart contracts makes the e-yuan programmable, 

thereby allowing it to influence consumer behaviour 
directly by applying an expiry date, for example, or 
limiting its use to certain purchases and spending.

This strategic movement could at the same time 
strengthen the Chinese government’s visibility of 
and control over the national economy, completely 
shaking up the world economic order. An e-yuan 
that is independent from the international interbank 
system could potentially be used in countries that 
are subject to sanctions by the United States for 
economic exchanges, thus jeopardising the hege-
mony of the US dollar in international economic ex-
changes. As a consequence, the digital yuan could 
help Beijing consolidate its position on the interna-
tional scene and extend its sphere of influence, 
particularly in Africa.

The Chinese government has kept one step ahead in the field of national digital  
currencies with its Digital Currency Electronic Payment project (DCEP), commonly  
known as the digital yuan or e-yuan. Unlike Bitcoin and other cryptocurrencies, which 
belong to their users, or stablecoins, whose value is backed by national currencies, 
precious metals or raw materials, the digital yuan is issued and guaranteed by the  
Chinese central bank.



The challenges posed by national digital curren-
cies are clear, and the Chinese experience is being 
monitored closely at international level. The consi-
derable advances that China has made in this field 
gives it a competitive edge in this technological 
battleground, and in the race to impose its digital 
currency on a global scale.

In Europe, the European Central Bank (ECB) com-
pleted its public consultation on a digital Euro last 
January. Elsewhere, regular experiments are being 
carried out, such as the European Investment 
Bank’s issue of digital bonds, with the support of 
the French central bank, valued at 100 million euros 
and issued using a CBDC. 

The issue used the decentralised blockchain Ethe-
reum and the project was managed by private ac-
tors: Sachs, Santander, and Société Générale. In 
brief, the French central bank collects euros from 
investors and issues an equivalent amount in digital 
currency. That amount is then transferred into the 
digital wallet of the EIB, which in turn issues digital 
bonds and deposits them in the digital wallets of 
the investors. 

This year, the ECB could announce a formal deci-
sion on the launch of a digital euro, which could hap-
pen “within five years,” according to the wishes of 
President Lagarde. According to some blockchain 
technology specialists, that is too far into the future. 
Speaking on 12 April, Monica Singer, South Africa 
lead at Consensys, said that Europe could quickly 
be overtaken:

The consequences and the risk of disintermedia-
tion that such an innovation could pose for the 
banking system will depend on the direction taken 
by politicians and the manner in which the different 
digital currencies are deployed and implemented.

The place and role of commercial banks, currently 
key players in the financing of the economy, will be 
a determining factor and will have consequences 
for the continued stability of the banking system. 

The positions adopted recently by the heads of the 
ECB and their declaration on the subject reveal that 
they want to integrate the European central banks 
in this process. In turn, the People’s Bank of China 
(PBC) has declared that it wants to “prevent disin-
termediation in the financial sector” and that the 
distribution of the e-yuan will involve a two-tier sys-
tem: it will first be distributed to commercial banks, 
which will then be tasked with placing the currency 
in the hands of consumers.

“ If  the central bank in  
Europe is going to wait  
until 2028, by then there 
won’t be a central bank.  
Who will use the euro in its 
current form ? There will be 
so many choices. “



Another step in the digital era
Central bank digital currencies are part of 
the relentless push towards a fully digital 
era. They could provide an opportunity for 
governments to integrate people who do 
not have bank accounts (around 1.7 billion 
adults) into the financial system. 

Determined not to be left behind and to keep their 
sovereignty and the competitiveness of their national 
currencies, will they succeed in making their natio-
nal digital currencies more attractive than cryptocur-
rencies ? Will they manage, with their stablecoins, to 
rival the capacity for innovation and the impact of the 
online giants ? How will certain countries, struggling 
with high rates of inflation and unstable currencies, 
manage to steer their monetary policy and safe-
guard their sovereignty, if their national currencies 
are replaced by the CBDC of another country, by a 
stablecoin or a cryptocurrency ?

The challenge is three-fold: reaching and convin-
cing users, not compromising their monetary or fi-
nancial stability, and preserving the solidity of the 
banking system.

Rather than developing a national digital currency, 
certain countries are tempted to turn to existing 
cryptocurrencies. On 5 June, Nayib Bukele, the 
president of El Salvador, shared his desire to grant 
Bitcoin legal tender status. 

This decision will make El Salvador the first country 
in the world to officially accept cryptocurrency as 
a legal currency. Given that close to 70% of the 
population of El Salvador does not hold a bank ac-
count, this move would, according to Mr Bukele, al-
low “the financial inclusion of thousands of people 
who are outside the legal economy.” 

There are still many questions that remain unanswe-
red, however: will CBDCs be used solely to improve 
the efficiency of exchanges between financial inter-
mediaries, or will they also be accessible to indivi-
duals and businesses ? Which blockchains will be 
used ? What levels of programming will this involve 
(intelligent contracts) ? 

What is the potential for interoperability between 
different digital currencies ? With citizens’ growing 
demands for their privacy and personal information 
to be protected, confidentiality and traceability will 
also be key questions when launching CBDCs.  

Confronted by unprecedented competition and 
changes in consumer preferences and expec-
tations, central banks will need to be particularly 
ingenious and astute when developing and imple-
menting their CBDCs. 


