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“The Chinese use two brush strokes to write the word ‘crisis.’ One brush stroke 

stands for danger; the other for opportunity. In a crisis, be aware of the danger—but 

recognize the opportunity.” 

President John F. Kennedy1  

 

This is the spirit in which we have developed the following roadmap for the future digital trade 

agenda of the United States and the United Kingdom. The international community was not 

prepared for the outcome of the June 2016 UK referendum, which initiated the process by which 

the United Kingdom intends to depart the European Union. After the initial shock subsided, it was 

a timely moment to turn our attention to understanding new opportunities for deepening the ties of 

transatlantic digital trade.  

 

The United States and the United Kingdom are the world’s leading exporters of digitally-delivered 

services, and much of their trade is with each other. The United States exports more services (such 

as business, professional, technical, insurance, financial, and telecommunications services) than 

any other place in the world, and over one half of U.S. services exports are estimated to be digitally 

delivered. The United Kingdom is the world’s second-largest services exporter and the biggest U.S. 

trading partner for digitally-enabled services. The United States and the United Kingdom are 

leading drivers of cross-border e-commerce—particularly for small- and medium-sized enterprises 

(SME)—as well as leading innovators in such areas as fintech, govtech, and medtech. Both 

countries have increasingly been using foundational technologies, from blockchain to artificial 

intelligence, to perfect new applications and transform old processes. The potential for a vibrant 

and vast digital trade relationship is very exciting. 

 

Despite this exciting opportunity, current conversations about trade are dominated by tariffs, 

agricultural and manufactured goods, and trade wars. But where is the forward-looking discussion 

on the fastest-growing segment of international trade: the exchange of digital goods, 3-D printable 

designs, and digital services? The digitization of trade is propelling businesses, empowering 

entrepreneurs, and boosting productivity growth levels on both sides of the Atlantic. Today, 

 
1 John F. Kennedy, “Remarks at the Convocation of the United Negro College Fund,” (speech at United Negro College 

Fund Fundraiser, Indianapolis, Indiana, April 12, 1959), https://www.jfklibrary.org/archives/other-resources/john-f-

kennedy-speeches/indianapolis-in-19590412. 
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digitally-delivered services are produced by U.S. and European architects, lawyers, bankers, and 

consultants. The transfer of data among people, businesses, and machines located in different 

countries is growing exponentially, as is the trade of products on e-commerce platforms by small 

businesses and individual shoppers on each side of the Atlantic. What is urgently needed is smart, 

future-oriented policies to fuel digital trade, and these can best be driven by the world’s two leading 

digital economies: the United States and the United Kingdom. What would a positive and far-

reaching policy roadmap to facilitate and expand digital trade between the United States and the 

United Kingdom look like? 

 

There are encouraging signs that a bilateral agenda may be taking form. In early June 2019, 

President Trump highlighted his desire to secure an ambitious future U.S.-UK free trade agreement 

once the United Kingdom leaves the European Union. Helpfully, the U.S. Trade Representative’s 

office has suggested that such a deal would free digital trade between the United States and the 

United Kingdom, potentially building upon the U.S.-Canada-Mexico Agreement (USMCA), 

unveiled in September 2018, and the U.S.-Japan Digital Trade Agreement signed in October 2019, 

both of which include strong and modern rules to fuel digital trade among the countries involved. 

 

Looking at bilateral U.S.-UK digital trade inevitably brings us to the transatlantic dimension. This 

has only grown more important over time, as the European Union develops new regulations for 

technology companies and data flows, creates new copyright rules, and imposes steep fines on U.S. 

technology companies. Valuable instruments to bridge transatlantic differences on data protection 

and sharing, such as Privacy Shield, have withstood skirmishes about transatlantic digital trade 

policy thus far, but challenges remain and may even be deepening. Some countries—including the 

United Kingdom and France—have announced national digital sales and services taxes that would 

hit both American and British companies (large and start-up alike) in a way that would likely be 

discriminatory. U.S. firms already worry about current lawsuits and implementation issues related 

to the implementation of the European Union’s General Data Protection Regulation (GDPR), and 

they are growing increasingly concerned about how digital regulation may continue to diverge in 

costly, extraterritorial ways on both sides of the Atlantic.  Finally, it is important to note that U.S.-

UK bilateral and transatlantic ambitions are also feeling the influence of evolving concerns about 

China’s approach to new technologies and telecommunication business structures.   

 

With all these opportunities and challenges in mind, this report offers a policy roadmap for a future 

digital trade agenda, tailored to two like-minded technology heavyweights who are massive users 

of e-commerce, data, and digital services. What could this roadmap look like and what should it 

target? In other words, we are outlining what could be the chapter on digital trade in a future U.S.-

UK free trade agreement.   

 

This is a result of a two-year effort between CSIS in the United States and the Institute of Directors 

in the United Kingdom. The aim was to examine the opportunities of a future U.S.-UK digital trade 
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agenda and explore current and future obstacles. This was accomplished through a series of 

workshops held in Washington, Manchester, and London, as well as a series of blogs and 

commentaries (which are included in the annex of this policy paper). We conclude that the United 

States and United Kingdom should be ambitious in furthering their bilateral digital trade agenda. 

To this end, they should use bilateral dialogues and any future free trade agreement to significantly 

expand digital trade volumes between the United States and United Kingdom; establish new 

cooperation to accelerate the development of new technologies and the formation of new 

technology companies; and fuel the use of crucial technologies, such as artificial intelligence and 

blockchain, which have the potential to transform countless industries.  

 

*** 

A Digital Policy Roadmap for the Future 
 

In order to navigate a complicated global digital landscape and craft a chapter of a U.S.-UK trade 

agreement that increases U.S.-UK digital business and helps pave the way to a thriving transatlantic 

and global digital economy, the following specific policy ideas should be considered: 

 

● Launch a bilateral Dialogue on Digital Trade to develop a new gold standard digital trade 

chapter with strong privacy safeguards. The group formed for this purpose would be able to 

readily borrow from—and build upon—the Comprehensive and Progressive Trans-Pacific 

Partnership (CPTPP), which the United Kingdom at some point may join, and USMCA’s 

digital trade chapters. The U.S.-UK digital trade chapter should include provisions to:  

o Ensure unfettered transatlantic data flows;  

o Prevent data localization;  

o Prohibit web blocking;  

o Uphold basic immunities from liability for user-generated content for internet 

intermediaries;  

o Uphold duty-free treatment of digital products;  

o Bar restrictions on encryption technologies, such as those arising from country-

specific standards; 

o Provide for mutual recognition of professional qualifications in IT fields;  

o Ensure non-discrimination for government contracts, for example, in the growing 

govtech sector;  

o Commit to a higher de minimis level; 

o Ensure that any digital sales taxes are non-discriminatory;  

o Commit to using, and collaborating on the use of, blockchain in U.S. and UK customs 

to facilitate trade in parcels and packages;  

o Remove visa requirements for U.S. and UK technology firm employees to perform on 

temporary assignments in each other’s markets;  

o Provide open government data in machine-readable format to accelerate data 

analytics with open-source data; 
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o Seek risk-based cybersecurity approaches commensurate with the threats in question; 

and 

o Commit to evidence-based, transatlantic public-private dialogue in such areas as 

consumer protection online, cybersecurity standards and solutions, antitrust policy, 

and voluntary technology standards.2 

 

● Create a GDPR Transatlantic Data Bridge. From the Safe Harbor to Privacy Shield 

agreements, the United States and European Union have always built effective bridges to 

allow and encourage transatlantic data flows, which ultimately grows transatlantic jobs and 

economic prosperity. Both sides also have a deep appreciation for the power of digital 

technologies to create new value in large and small businesses, not to mention enhance 

economic competitiveness. Given its extensive economic relationship with the European 

Union, the United Kingdom will likely remain in the GDPR framework despite Brexit. 

Nonetheless, the United States and the United Kingdom should view this as an opportunity to 

bridge transatlantic differences in privacy, data protection, and security— perhaps crafting a 

mechanism in parallel to the GDPR to regulate U.S.-UK and other data transfers along the 

lines of the APEC CBPR.  

 

The United Kingdom could also build data bridges with other countries. For instance, the 

United Kingdom should join the APEC-EU Working Group as an observer in order to build 

greater interoperability between APEC’s CBPR system and the EU system of binding 

corporate rules (BCR). This would also be aided by the European Union granting the UK 

proposal to allow the UK Information Commissioner’s Office (ICO) to continue having a 

seat on its European Data Protection Board. The United Kingdom itself should establish a 

trade working group with APEC additional to its current single-country working groups 

established by the Department of Industry and Trade (DIT) with the United States, Japan, and 

China.  

 

● Work toward common technology standards. There is vibrant activity across the United 

States and the United Kingdom, as well as across many U.S. states and the European Union, 

to develop new corporate standards in technology. Areas of focus include autonomous 

vehicles, drone delivery, 3-D printing, medtech, and fintech, as well as the crucial cross-

cutting technologies leveraged by companies in these sectors, such as artificial intelligence, 

IoT, machine learning, and blockchain. The setting of these kinds of standards frequently 

occurs in an ad hoc fashion, often without international coordination, which risks the 

development of a complex mix of incompatible national standards, such that a company 

seeking to scale across markets would have to apply a different national standard in each new 

market, a costly endeavor that might deter companies from trying. The United States and the 

 
2 For a proposal of a full agreement text (albeit less ambitious on digital provisions): Daniel Ikenson, Simon Lester, and 

Daniel Hannan, eds., The Ideal U.S.-U.K. Free Trade Agreement: A Free Trader’s Perspective (Washington, DC: CATO 

Institute and Initiative for Free Trade, September 2018), https://object.cato.org/sites/cato.org/files/pubs/wtpapers/ideal-

us-uk-free-trade-agreement-update.pdf.  

https://object.cato.org/sites/cato.org/files/pubs/wtpapers/ideal-us-uk-free-trade-agreement-update.pdf
https://object.cato.org/sites/cato.org/files/pubs/wtpapers/ideal-us-uk-free-trade-agreement-update.pdf
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United Kingdom can take the lead by developing common digital standards for emerging 

technologies, which could then be positioned as global de facto standards. There is no need 

to start from scratch: governments can follow the lead of private-sector consortia, for 

example, in transportation or trade finance, that are drafting voluntary industry standards in 

such areas as IoT or blockchain. In addition, just as has been the case for national product 

standards under the WTO Agreement on Technical Barriers to Trade (TBT), there could be 

mutual recognition of national digital and technology standards as long as those standards are 

non-discriminatory vis-à-vis trading partners. It is important for UK and U.S. businesses to 

lead the definition of what such standards are, despite current uncertainties over the nature of 

the United Kingdom’s trade relationship with the European Union. Moreover, it is important 

to remember that even countries within the European Union continue to introduce their own 

regulatory standards governing goods and services in addition to those generated by Brussels.  

 

● Construct a U.S.-UK tech sandbox to iterate good regulations and standards. Bringing 

technology solutions to market can be very costly due to myriad national and subnational 

safety rules and other regulations. Significantly, the United Kingdom has utilized the 

sandbox approach to lower the amount of time and money it takes to bring fintech to market, 

allowing companies to bring a new financial product or service to market without needing the 

entire gamut of financial regulatory approvals it might have to otherwise meet. Regulators 

can then watch the market develop and regulate undesirable behaviors out. Australia, 

Singapore, and Thailand have recently copied the sandbox concept in order to energize their 

fintech ecosystems. In August 2018, the United States and United Kingdom, along with nine 

other governments, formed a pioneering global fintech sandbox.3 A bilateral U.S.-UK tech 

sandbox would enable U.S. and UK start-ups and established firms to quickly launch new 

solutions in either or both the United States and United Kingdom. This would be followed by 

a process where regulators in both countries monitor how the market responds and then 

develop best-fit regulations in an iterative fashion. Several technology-driven countries in the 

Asia-Pacific, such as Japan, Korea, Australia, and Singapore, might also want to join. 

Companies could experiment more and scale faster, regulators would learn more from each 

other, and the end users of these solutions would end up with more choices. 

 

● Focus the U.S.-UK Trade and Investment Working Group’s SME Dialogue on fueling and 

measuring SME digital trade and e-commerce. If there is one thing that just about all 

policymakers worldwide can agree on, it is promoting small business growth and trade. Why 

not champion the next tech start-up from Manchester or the next eBay seller from Kansas? 

The future of SME trade is digital. The United States and United Kingdom should therefore 

use their SME Dialogue to establish clear and measurable yearly goals for the growth of 

U.S.-UK SME digital trade and for investment in U.S. and UK tech start-ups. This could be 

gauged through frequent surveys, public-private dialogues, and granular data collection, 

turning a keen eye on the regulatory, logistical, and other challenges that U.S. and UK SMEs 

face in doing digital trade across the Atlantic and globally. As a result, all stakeholders would 

 
3 Caroline Binham, “Regulators club together to form global ‘fintech sandbox’,” Financial Times, August 7, 2018, 

https://www.ft.com/content/ae6a1186-9a2f-11e8-9702-5946bae86e6d. 

https://www.ft.com/content/ae6a1186-9a2f-11e8-9702-5946bae86e6d
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have an informed view on how to best reduce the costs and complexities for SMEs to engage 

in digital trade, grow, and create jobs.  

 

● Establish a U.S.-UK Council on Digital Trade. The United Kingdom and the United States 

can establish a permanent joint Council on Digital Trade that reviews the proposed digital 

free trade agreement’s implementation, takes stock of the state of bilateral digital trade, 

tackles emerging problems and challenges, and helps the two sides discuss common 

approaches to trading with the European Union, China, and other nations. This council can 

serve as a political umbrella as much as it can oversee the ongoing technical work among the 

two sides’ FTA implementors, regulators, and standards-setters.  

 

● Measure the impact on U.S. and UK companies—and on the investments and growth of 

start-ups—of laws about privacy, internet intermediary liability, consumer protection, and 

similar issues. What you neglect to measure, you cannot change. It is critical that the United 

States and United Kingdom take regular stock of digital trade between them and globally, 

assessing how U.S. and UK companies across sectors, geographies, and sizes are faring and 

how they are impacted by new rules and regulations from Brussels, Beijing, Washington, or 

London. By measuring the impact of regulations on today’s growing army of traders and 

small businesses and the digital trade they generate (on both side of the Atlantic), the United 

States and the United Kingdom will ensure that their digital dialogue is data-driven and 

empirically sound, rather than anecdotal or ideological.  

 

Enhancing U.S.-UK digital trade will cover a large share of global digital trade overall. But the 

point of doing so is not only to fuel digital trade bilaterally; it is to use bilateral cooperation and 

developments to shape the global digital trade agenda. With this in mind, here are four additional 

steps that the United States and the United Kingdom can take: 

 

● Work closely with Northern Europe’s Digital 9+ (D9) frontrunners. Under the auspices of 

the Swedish government, a group of nine Northern European countries (Sweden, Denmark, 

Finland, Estonia, Belgium, the Netherlands, Luxembourg, Ireland, and the United Kingdom) 

formed in September 2016 to help advance the development and agenda of the EU Digital 

Single Market and act as a forum to share best practices on global competitiveness. These so-

called “digital frontrunners” convened in mid-2017 in Dublin to assess progress in a number 

of key areas at the ministerial level. The United States and the United Kingdom should work 

closely with the D9 when crafting a U.S.-UK deal, with an eye on ultimately addressing 

contentious transatlantic digital issues. They can also collaborate with the D9 to assess the 

impact of digital regulations on European, UK, and U.S. businesses and consumers, and they 

should work together to develop evidence-based proposals to lower compliance costs, 

especially on small firms. The United States and the United Kingdom can also work to 

develop common technology standards with the D9. Finally, they should seek to engage 

Germany, as well as the so-called “digital challenger” countries in Central Europe that are 

championing a positive digital agenda.  
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● Bring in the United Kingdom as an observer to the USMCA. The U.S.-Mexico-Canada 

Agreement will have a combined market of nearly 400 million people and an economic 

output well above $20 trillion. The USMCA is a significant coalition for free digital trade 

and one that also helpfully cements the APEC’s CBPR as a reference for data privacy issues. 

As a next step, why not expand this coalition by bringing the post-Brexit United Kingdom as 

an observer into USMCA? To the authors’ present knowledge, there is nothing in the 

agreement that would preclude such a status and creating it might entice other pro-digital 

trade powers to join, thereby expanding the U.S.-UK-D9 digital trade policy coalition and 

boosting the odds of enabling thriving global digital trade. U.S. FTA partners Colombia, 

Chile, and Peru could be interested, for example, since they are already working with Mexico 

in the Pacific Alliance, pursuing common digital trade policies and programs, and negotiating 

digital trade chapters with various partners such as Australia and Canada.4 They could be the 

first ones to join such a broader USMCA-UK digital trade bloc. Further synergies can be 

explored with Japan, a partner to Mexico and Canada’s in the CPTPP and to the United 

States in the U.S.-Japan Digital Trade Agreement. 

 

● Work to get the WTO e-commerce plurilateral talks done. A critical mass of countries has 

joined the initiative to negotiate a plurilateral e-commerce agreement at the WTO. The 

exploratory work to transition toward negotiations on market access and rules is unfolding, 

and a formal launch is expected at the World Economic Forum in Davos in January 2019. 

Australia, Japan, and Singapore are leading this effort, and many others, such as Costa Rica, 

Chile, and Argentina, are offering constructive and enthusiastic input. Their leadership is also 

positive for engaging other emerging markets and developing countries in the process. While 

the United Kingdom is still participating as part of the European Union, and while the United 

States has no negotiation mandate, both of these countries should now align on the 

negotiating agenda; they should pool their efforts in the WTO, working with likeminded 

countries and engaging the D9 to shape EU positions. 

 

● The digital trade agenda begins at home. The United States and the United Kingdom also 

have domestic homework to do in order to bolster the digitization of their companies and 

economies. While the United Kingdom and the United States are, globally-speaking, digital 

frontrunners with superstar technology companies, it is also the case that many of their 

companies (such as SMEs) and business segments (such as manufacturing, education, health 

care, and construction) have yet to adopt a full range of digital capabilities that would deliver 

new productivity gains. For example, a recent report indicates that only 11 percent of U.S. 

manufacturers and 1 percent of UK manufacturers can be considered “digital champions,” or 

firms that are aggressively innovative beyond automation and networking.5 While over 85 

percent of U.S. manufacturers have adopted cloud computing and 65 percent use connected 

sensors in plants, 3-D printing and advanced data analytics tools are used only by about a 

 
4 For further discussion, see Suominen, Revolutionizing World Trade. 
5 Sophie Chapman, “UK manufacturing not utilizing digitization enough, compared to global competitors,” 

Manufacturing Global, April 11, 2018, https://www.manufacturingglobal.com/technology/uk-manufacturing-not-

utilising-digitisation-enough-compared-global-competitors. 

https://www.manufacturingglobal.com/technology/uk-manufacturing-not-utilising-digitisation-enough-compared-global-competitors
https://www.manufacturingglobal.com/technology/uk-manufacturing-not-utilising-digitisation-enough-compared-global-competitors


8 

 

third.6 In a 2016 study, U.S. mid-size company executives gave themselves a C+ grade on 

adopting new technologies.7 And as much as there is talk about the rise of e-commerce, 

astoundingly only 23 percent of UK companies and 20 percent of EU companies report 

having conducted online sales to consumers or other businesses.8  

 

There are many companies in the United States and the United Kingdom that have failed to 

modernize, putting a damper on economic productivity and missing opportunities to form new and 

innovative businesses.9 Companies in both countries lack a deep pool of skilled workers able to 

leverage emerging technologies. The current pace of digitization limits productivity gains from 

being realized and undermines firms’ competitiveness and digital trade prospects. 

 

The U.S. and UK governments can fuel their countries’ productivity by incentivizing digital 

transformations in such sectors as manufacturing, health care, and construction; encouraging the 

formation of new innovative businesses; and amplifying education, training, and reeducation 

opportunities, to help employees best leverage emerging technologies. Tax policy is another lever: 

in the United States, manufacturers report that the 2018 tax cuts have enabled them to make 

significant investments in new technologies and workforce development, such as STEM education 

initiatives.10 Governments do not have to be alone in equipping workers with new skills; private 

companies such as Codecademy and General Assembly already help people quickly learn new 

skills, such as computer programming, while they work, allowing them to apply it immediately in 

their jobs and then learn more when technologies change again.11 Governments should also 

incentivize companies to provide on-the-job training for recent college graduates to better apply 

their skills to the particular needs of the business, as well as encourage them to use artificial 

intelligence to match the right workers and freelancers to the right jobs. 

 
6 “New Research Study Highlights Progress of Digitalization of U.S. Manufacturers,” BusinessWire, June 5, 2017, 

https://www.businesswire.com/news/home/20170605005029/en/Research-Study-Highlights-Progress-Digitalization-

U.S.-Manufacturers.  
7 National Center for the Middle Market, How Digital Are You?: Middle Market Digitization Trends and How Your Firm 

Measures Up (Columbus, Ohio: Ohio State University, 2015), 

https://www.middlemarketcenter.org/Media/Documents/digitization-trends-in-the-middle-

market_NCMM_Digital_Utilization_Report_FINAL_web.pdf. 
8 “Online businesses & e-sales,” Eurostat, 2017, https://ec.europa.eu/eurostat/cache/infographs/ict/bloc-2b.html. 
9 Dan Andrews, Chiara Criscuolo, and Peter N. Gal, “Frontier Firms, Technology Diffusion and Public Policy: Micro 

Evidence from OECD Countries,” OECD, 2015, https://www.oecd.org/eco/growth/Frontier-Firms-Technology-

Diffusion-and-Public-Policy-Micro-Evidence-from-OECD-Countries.pdf;  

José De Gregorio, “Productivity in Emerging Market Economies: Slowdown or Stagnation?” Peterson Institute for 

International Economics, November 2017, https://piie.com/publications/working-papers/productivity-emerging-market-

economies-slowdown-or-stagnation. 
10 “Tax,” National Association of Manufacturers, last modified September 2019, http://www.nam.org/taxstories/. 
11 Suominen, Revolutionizing World Trade.  

https://www.middlemarketcenter.org/Media/Documents/digitization-trends-in-the-middle-market_NCMM_Digital_Utilization_Report_FINAL_web.pdf
https://www.middlemarketcenter.org/Media/Documents/digitization-trends-in-the-middle-market_NCMM_Digital_Utilization_Report_FINAL_web.pdf
https://ec.europa.eu/eurostat/cache/infographs/ict/bloc-2b.html
https://www.oecd.org/eco/growth/Frontier-Firms-Technology-Diffusion-and-Public-Policy-Micro-Evidence-from-OECD-Countries.pdf
https://www.oecd.org/eco/growth/Frontier-Firms-Technology-Diffusion-and-Public-Policy-Micro-Evidence-from-OECD-Countries.pdf
http://www.nam.org/taxstories/

