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Introduction 

Digital transformation is projected to offer cost reductions in global international trade of 80% and 
increased trade volumes of 43%. This amounts to some $9trn or around 10% of global GDP, with 
particularly large benefits for smaller companies and jurisdictions.  As illustrated by the ongoing issues 
of trade with Northern Ireland, the implications of not having a digital trade system in place are 
problematic and costly.  
  
The opportunity of digital transformation of international trade is being actively pursued, by both policy 
makers and business – with the UK leading G7 efforts to introduce model law for electronically 
transferable records (MLETR) and the International Chamber of Commerce ICC Digital Standards 
Initiative developing the required global standards to automate international trade.     
  
This workshop was bringing together researchers, policy makers and practitioners from the UK and 
Europe, to discuss the key adoption challenges – technological, legal, financial, operational and political 
– in the digital transformation of international trade.   
  
The workshop goals were identifying the business, strategic and political barriers to successful adoption 
and taking first steps towards developing a research agenda for support of this digital transformation, 
including.    
  

• What are the key research questions that need to be answered for the private and 
public sectors to fully engage in the digital transformation of international trade?   
• Can digital transformation also support wider goals such sustainability and protection 
of our environment and social inclusion?   
• Are there negative or unintended consequences that must be addressed?  

https://www.gov.uk/government/publications/uk-g7-presidency-roadmap-to-reform-for-electronic-transferable-records/uk-g7-presidency-roadmap-to-reform-for-electronic-transferable-records
https://dsi.iccwbo.org/
https://dsi.iccwbo.org/
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Key point summary 

The following highlights some of the key points from the workshop.  
 

The prize 
 

1) The digital vision. 
Currently, much of the personnel employed in trade processing are simply checking paper documents. 
Example was provided by a participant of one of his companies that had 7,000 people in Mong Kok in 
Hong Kong https://en.wikipedia.org/wiki/Mong_Kok , one of the most expensive locations for real 
estate in the world, looking at the documents and then deciding whether or not to pay.  

The vision offered by digital transformation of trade is the elimination of unnecessary costs through 
establishing a single coherent framework for recording and communicating all the data requirements 
for executing an international transaction. Data should be entered once, verified and then good for all 
subsequent participants in the value chain. As one workshop contributor put it “Suppose I'm a soft fruit 
farmer in Kent and I'm so far been selling my fruits to France and I am put off with actually sending it 
now because of the paperwork it's just all too difficult. But in my future, I may be able to access a digital 
environment, sensible website which asks me, “what do  you want to do”, and  I can say “I want to sell 
strawberries to France”, and I am told “This is all the data you need to enter to satisfy all the actors in 
that supply chain regulatory, commercial, legal the lot. Enter all that information upfront and that it's 
only about 5% more than you would enter at the time of striking the bargain the first place.  Put it in an 
environment where it is not just assured by the ecosystem, but also accessible to all of those actors, 
with access carefully calibrated to match their permissions or their entitlements.” 

2) Large scale benefits. 
Fully exploited, the benefits of such digitalisation appear very large. One current analysis – presented 
at the workshop – finds that the shift to digital processing could lower direct costs (border processing 
costs and transport costs) for Commonwealth countries by around 75%, resulting in a boost to trade of 
around $90bn. There is even greater potential from the employment of electronic records in trade 
finance which could have an even bigger impact by overcoming financial barriers and allowing much 
greater trade opportunities, potentially as high as $1.1bn an increase of over 30% in Commonwealth 
trade. Digital transformation is also more, not just costs and trade volumes. Meaningful trade level data 
is critical to understanding the impact of trade on emissions and climate change. Reduction of costs 
and barriers to finance and trade is central to addressing social exclusion: with SMEs, often female 
entrepreneurs, especially in less developed countries do not have adequate opportunities for 
participation in international trade. 
 There is considerable uncertainty about estimates of this kind. Those presented at the 
workshop were based on a range of qualitative information from interviews with strong assumptions 
about the time scale over which benefits could be achieved. But even if they impact is an order of 
magnitude smaller the benefits are still substantial.  

 

The challenges 
Presentations from conference participants highlighted three critical challenges in order to achieve 
digital transformation of trade.  

• The first is legal. The recognition of digital documents as having the same more in law as paper 
documents. This is the recommendation of the UNCITRAL (the UN body that co-ordinates 
changes in law at a global level)  model law on electronically transferable records (MLETR). Here 
the UK is in a leading position. 80% of law used in international trade is English law. The 
Electronic document bill going through parliament as of now and so by next year we will have 

https://en.wikipedia.org/wiki/Mong_Kok
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implemented MLETR in the law of England and Wales. Other G7 nations are not far behind and 
the G20 is paying close attention.  

• The second is standards. Here the ICC digital standards initiative (DSI) is critical. The point is not 
to create new standards or be a standard body, but to highlight the fragmentation of standards 
across the many processes involved in international trade and engage with the key standards 
bodies, not just ISO, but national standards bodies and others like GS1 and UC CEFACT. 

• The third part of the trilogy is adoption of technology. You have to get people to adopt the 
digital technology made possible by legal framework and the standards that will support the 
automation of trade and achieve the potential benefits  

 
A major question – that kept arising in the workshop discussion, as put by one participant, is this is a 
HTTP moment? i.e. what once we have the legal framework in place and the issues of standards are 
being addressed, will everything then follow easily? It may not be so easy. Still there is a major effort to 
achieve co-ordinated change. Hence, we need a lot of work to get all the actors to change.  
 
Part of addressing these challenges is not holding back, engaging directly in practical developments. 
Here the UK Centre for Trade and Digital Innovation (C4DTI) is pressing ahead, engaging with Singapore. 
Singapore, also with other jurisdictions such as the Netherlands and Australia. 
 
We also need deeper understanding of the application of the technologies, including inter alia, 
addressing identity where the global LEI may be central; ensuring trust, ideally the principles of zero 
trust architecture is needed, in which you do not need to trust every intermediary but can trust the 
data as it is moves from one end of the transaction to the other; and appropriate choices amongst the 
various solutions from traditional databases to  distributed ledger.  
 

The path forward 
Ultimately this is a collective action problem: Collaboration between all stakeholders is required. 
Academia has a key role, for example in provide cost reduction evidence to industry. Policy makers 
need to ensure law is changed. Industry needs to be willing to interact with each other digitally. Need 
firms in the whole supply chain to make the change.  Network effects will be crucially important, making 
initial progress can trigger a ‘critical mass’ of adoption.  
 
For this workshop, the key steps going forward are building a wider research network. This is a call for 
action. We need multidisciplinary perspectives.  

 
Bringing in academic perspectives will also bring in a host of related issues. To mention some – the new 
technologie of payments, not just Cryptocurrency and CBDC but all the technological changes in 
payments are part of the wider discussion of digitalisation of trade.  We need to address both the flow 
of data/ information around payments and the actual flow of funds. There will be concerns about risks 
and national sovereignty: What will ultimately be allowed in terms of or required in terms of data 
localization and allowed in terms of the free flow of data across borders? How will privacy and 
confidentiality be assured? There are many issues about digital products and these are adequately 
covered by WTO agreements that date back to what is essentially a pre digital era. Ethics, consumer 
protection and intellectual property of algorithms and labour rights cannot be forgotten. There will 
always be concerns about globalisation, that not everyone benefits.  
 
So the further academic contribution is to make sure that the digital transformation of trade is done in 
the right way, designed from the beginning to address these problems not make them worse.     

 
At the same time, better to start the process of digitalisation (e.g.  promoting standards) than wait for 
an ideal solution to all these challenges to emerge. 
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Record of workshop presentations and discussions 

This document is an edited transcript of the workshop presentations and discussions. While a fairly 
complete record, it is not a word for word transcription, rather an effort to capture in readable text all 
of the discussion that took place during the day, including some quite pointed disagreements!  
 
Presentations are attributed. Discussion from the floor is reported without attribution. 
 
The following table shows the workshop agenda, which page references to the following review of 
presentations and discussions 
 

Page Session 

5  Welcome Jan Godsell, Dean, Loughborough University, School of Business and Economics 

5  Digital Transformation of International Trade: The business and economic opportunities  Chris 
Southworth, Secretary General, ICC UK. Initial workshop discussion. 

8 Goals of the workshop Alistair Milne, Loughborough University, School of Business and 
Economics 

9  Panel 1: Legal frameworks, standardisation and international co-operation on digital trade 
facilitation  Emily Jones, Oxford University/ TAPP Network Stephan Wolf, Global LEI Foundation 
Gerard Hartsink, ICC Digital Standards Initiative 

20  Research Presentation 1: Rebecca Harding: Coriolis Technologies (virtual), quantifying the 
benefits of digitally facilitated trade  Discussant: Huw Edwards, Loughborough University 

36  Research presentation 2: Digital Platforms in International Trade Peter Kawalek and Alistair 
Milne, Alistair Milne, Loughborough University, School of Business and Economics Discussant 
Michael Short, Teeside University and Centre for Digital Trade and Innovation 

51  Panel 2: The political and business challenges: adoption across the value chain of international 
trade  Clare Bottle, UKWA  Nick Davies, Centre for Digital Trade and Innovation, Teeside   

61 The international policy context: Digital Tech, Digital Payments and Digital Trade 
Aaron Klein, Brookings (virtual) and Dan Ciuriak, Ciuriak Consulting, Canada (virtual) 

69 Closing Discussion: digital transformation of international trade – key questions and the 
agenda for future research & closing remarks from Graham Hitchen, Loughborough 
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Welcome, Jan Godsell, Dean of the School of Business and Economics Loughborough University 

Jan Godsell related the issues of the workshop to her own experience, as an engineer in industry, 
including working for ICI, Dyson and Astra Zeneca and as a supply chain researcher. Over the past 30 
years or so we have seen a globalization of, with developed global value chains where different entities 
within a global value chain may specialize in different activities. But from a supply chain perspective, 
what we've often done is forget something that Michael Porter talked about which is the cost of 
coordination. As you disaggregate your value chain and involve different entities in different places, it 
raises the question about who's managing the supply chain or the global value chain. 
 
These co-ordination challenges are a natural subject for researchers in our school, such as our next 
generation insurance project TECHNGI and the work of the Centre for Information Management. We 
see the massive opportunity to address the costs and inefficiencies of having 4 billion paper documents 
being processed annually in international trade. As researchers we can approach these challenges in a 
transdisciplinary way, bringing together economists, supply chain experts, international trade experts, 
we even have people that look at things like refugee entrepreneurship. If we can bring these different 
perspectives together. we can look at these problems through a different lens and support agents for 
change. 

Transformation of International Trade: The business and economic opportunities, Chris Southworth, 

Secretary General, ICC-UK 

 
Chris Southworth outlined his role  as the co-chair of the Legal Reform Advisory Board at the ICC Digital 
Standards Initiative (https://iccwbo.org/media-wall/news-speeches/icc-forms-legal-reform-advisory-
board-to-support-digital-standards-initiative/) working with the leadership team of the ICC Digital 
Standards Initiative, https://www.dsi.iccwbo.org/  and supporting Gerard Hartsink who chairs the DSI 
Industrial Advisory Board. He has a national role in a global initiative, part of the team that's driving the 
global campaign on legal reform and the global campaign to standardize systems to support digital 
trade. 
 
Chris Southworth highlighted the importance of the interfaces between industry, government and 
academia for moving from paper based to digital trade. automated paperless international trade. A  
workshop such as this can bring together the views from different faculties and different specialisms, 
which is where the electricity, the thinking and the ideas are to be found. His presentation focused on 
the bigger picture, the policy context and what needs to be done.  
 
A key current issue is the immense strains that are falling on the global economy and trading systems. 
We are living in a cost of living and energy crisis. We also need to deal with the problems that predated 
Covid and war in Ukraine, including achieving a sustainable economy and coping with demographic 
change. Digital is an enabler that allow us to find solutions to these global problems.  
 
We must also address the social angle. The growing degree of Inequality, which I think has been quite 
shocking in the UK. If you talk to parliamentarians about trade this is a priority, ensuring inclusion in the 
global system, finding solutions that work for everyone.  
 
Digital trade is a really important part of responding to these challenges. In broad terms this is fairly 
obvious: it means no paper, it means everything is on IT with connected platforms and systems, goods 
and money moving together and ‘smart’ or automated contract settlement. The benefits too are clear, 
less cost, less delay, less fraud, less financial crime, dealing with the burden of AML and KYC that has 
clogged up the system.  
 

https://iccwbo.org/media-wall/news-speeches/icc-forms-legal-reform-advisory-board-to-support-digital-standards-initiative/
https://iccwbo.org/media-wall/news-speeches/icc-forms-legal-reform-advisory-board-to-support-digital-standards-initiative/
https://www.dsi.iccwbo.org/
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The challenge is making this happen. The time is now. Why now? Because even just 5 years ago, there 
was no roadmap. Only now there is a roadmap for transformation (in 2017 the ICC banking commission 
established its digitalisation in trade working group; version 2.0 of the ICC road map can be found here 
https://iccwbo.org/content/uploads/sites/3/2020/05/2020-icc-digital-roadmap.pdf). This road map 
identifies the key challenges, in terms of developing the necessary standards for supporting digital trade 
and making the necessary legal changes.  
 
Only two years ago we did not have the ICC Digital Standards Initiative. This has now led to the WTO/ 
ICC standards toolkit for cross-border paperless trade, released in 2022 
https://www.wto.org/english/res_e/booksp_e/standtoolkit22_e.pdf . This is a gamechanger, for me, 
the definitive guide on what is required to us to connect systems, processes and platforms for the first 
time.   
 
There have been other developments. A year ago, we had no centre of digital trade and innovation 
(https://iccwbo.uk/pages/centre-for-digital-trade-innovation which Nick Davies will talk about later). 
We didn’t have digital economy agreements, digital chapters, corridors and frameworks included in 
free trade agreements. We do now. 
  
The legal framework is now being changed. The UK is moving towards paperless trade through the 
Electronic trade document bill that will shortly be considered by the UK parliament. This removes away 
the legal barriers for digital trade, allowing legal recognition of digital trade documents. The change is 
of more than national importance, as globally 80% of bills of lading are written under English law. There 
is no reason why the same changes cannot be made across the Commonwealth, the electronic trade 
documents bill could be transposed into the legal framework of 53 other countries, with only minor 
amendment, because their trade law is based on English law.  
 
The UK is not the first to take this step. G7 have already introduced laws, implementing MELITR, the  
UN Commission On International Trade Law model law on electronic transferable 
recordshttps://uncitral.un.org/en/texts/ecommerce/modellaw/electronic_transferable_records. 
Germany is right behind us and other G7 nations, US, Italy, Japan, Canada and France are similarly 
implementing the G7 commitment (https://www.gov.uk/government/news/g7-trade-ministers-digital-
trade-principles ) to addressing the legal, technical, and commercial barriers to the digitisation of paper 
processes. By the end this year, 100 countries will be committed to digital transformation. 
 
The opportunity is vast. Seeking to obtain precise numbers is a bit of a red herring, what we know is 
that they're big: potentially a $10 trillion impact on global trade. We know, it's huge, with an 80% 
reduction in trade transaction costs and a reduction of cross-border compliance times from twenty five 
days to one day. You can debate these numbers, you can cut them by one half or by three quarters but 
they are still large. 
 
It's also about inclusion. As we pursue economic recovery, we want more SMEs into the system at lower 
cost. And that comes from a simpler trading system and simpler trading environment. Digitalization is 
absolutely pivotal to making that happen. 
 
Uniform rules are critical, standards, legal frameworks. MLETR and the WTO standards are the global 
framework. Our job at national jobs is to plug into this framework. The call to action is providing the 
evidence to the market and industry. We need help from academia to provide the evidence.  What are 
the incentives for industry to change? Different participants have different interests. For businesses we 
need to show that digitalisation will bring costs down for them. Why should a warehouser change their 
systems? Why should a commodities company change their systems? Why should a bank change their 
systems? The arguments for doing this are all slightly different in each case. For some, it's about 

https://iccwbo.org/content/uploads/sites/3/2020/05/2020-icc-digital-roadmap.pdf
https://www.wto.org/english/res_e/booksp_e/standtoolkit22_e.pdf
https://iccwbo.uk/pages/centre-for-digital-trade-innovation
https://uncitral.un.org/en
https://uncitral.un.org/en
https://uncitral.un.org/en/texts/ecommerce/modellaw/electronic_transferable_records
https://www.gov.uk/government/news/g7-trade-ministers-digital-trade-principles
https://www.gov.uk/government/news/g7-trade-ministers-digital-trade-principles
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efficiencies. For some, it's about cost. For some, it's about sustainability, better real time data, more 
transparency. For others, it's about automation and part of their digitalizing of operations. We have got 
to start making those cases. 
 
Another big challenge that must not be underestimated, is bringing government and public services on 
board. We're having a big conversation in industry about all the things we need to do. We're not focused 
enough yet on governments in the UK. You've got 27 different agencies each interacting with trade 
transactions at the borders. They've all got their own systems. Interoperability is just as important for 
these government agencies as it is for industry. They don’t own the trade system but they are a player. 
 
Then we have to address behaviours, mind sets and incentives. Everybody has a reason not to invest in 
IT. We've all got bad experiences. Mention the word technology and IT alarm bells go raising with CFOs. 
Another reason for lack of change is because there are so many commercial interests, the shippers, the 
logistics, the insurers, the financiers, government, everyone's invested in their own particular way of 
doing things. And so, the easiest thing in the world is to do nothing, which is exactly what's happened 
for decades. 
 
All this means that convincing decision makers is the big challenge up ahead. This needs a common 
agenda, pulled together in programs of work like the Centre for Digital Trade Innovation. We've got to 
work together at workshops such as this one. We are not short of ideas. We are not short of 
technologies, but we can do more to identify practical steps that can now be taken. Research can help 
us identify what these are. We don't have to change the world, but we have to take slices and change 
those.  
 
There are like minded initiatives now appearing across the world, for example the Netherlands, China, 
Togo, Benin, US, Brazil. Working groups are popping up, industry is pressing government for changing 
the laws and making the argument for the development and implementation of standards. We will be 
able to establish an ecosystem of centres, sharing best practice, all working together in close co-
operation with industry and with academia. The Digital Standards Initiative is for example a superb 
repository where everybody can tap into that knowledge and expertise. The more we learn and share, 
the faster we will go. 
 
The university engagement is crucial but presents its own set of challenges, with a maze of different 
faculties, schools, disciplines and institutions. The UK is here again in a central position, our higher 
education has the reputation and capacity to play a leading role, but this again is about teaming up with 
other research centres around the world. We at ICC are ready to support this, engaging on grant 
applications and projects, but we need to understand what is needed and where we can best support. 
 

Questions and discussion   
 
These are very familiar problems for the supply chain and logistic companies I work with. Brexit has 
amplified the problems, they have huge challenges with managing paperwork, and they are struggling 
with the finding the right solution, do they develop in house or do you sign up with a dedicated external 
service? They would love to have these solutions, so what is blocking adoption?  
 
This is really the reason for creating the Centre of Digital Trade and Innovation, because until now there 
has been no mechanism to bring everyone around the table. We need government departments, 
representatives of every sector, now we can do that. If you have 53 different phone numbers, it’s not 
very helpful. ICC is well placed as a neutral organisation that crosses all these boundaries, to talk across 
industry and across government, but we are now creating the space for these discussions, we can 
engage right across industry and all across government. Again the UK is particularly well placed, with 
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strong networks across industry and governments, we can have frank conversations and we can identify 
the issues and the solutions. Ultimately it’s all about the people, and connecting people, we are not 
dictating solutions, but we do want to see engagement and action, making sure that we delivery action 
both right now and going forward. 
 
How is the Commonwealth involved in all this?  
 
The Commonwealth secretariat is 100% behind this. As we all know the Commonwealth is a complex 
beast, but it's got the infrastructure to do this kind of thing super well. It supports regulatory forums, 
digital clusters, and industry clusters in which ICC is involved. It is no surprise that the Commonwealth 
Secretariat worked with ICC to support and published the business case on removing remove legal 
barriers on commercial trade documents. They had seen the arguments developed at the G7 and they 
saw the case for a widening and the global conversation entirely, which is exactly what this did. The 
challenge we still have is to sit down with the trade ministers and actually set out a road map. When 
can we do this, at what kind of speed, what will happen now and in next year? We can work on this 
through the Commonwealth Heads of Government Meeting *(CHOGM 
https://thecommonwealth.org/chogm) where there is a real appetite amongst governments saying we 
want to do this. We were not able to achieve this at the June 2022 CHOGM meetings, but we can do 
this going forward. 
 

Goals of the workshop – Alistair Milne: 

 
I am an economist who, for the past two decades, has done a lot of work around financial markets and 
financial infrastructures. So retail payments, clearing and settlement of securities trade, a little bit of 
stuff on foreign exchange and international payments. These are also areas where collaboration on 
digital operations, which Chris has been talking about so eloquently, is absolutely central. The extent of 
digitalisation ais still a bit of mixed picture as you look across financial services. Gerard Hartsink, who is 
joining us online, has played a leading role in SEPA the Single European Payments Area, ensuring that 
payment systems across Europe are much better joined up than they were at the time the Euro was 
created. But achieving that was important work but it was also hard work, it did not happen 
automatically. But there are similar stories all across the financial services sector. 
 
So, what has struck me from first hearing about these opportunities for digital transformation of trade 
is that these are very similar to the business issues in financial infrastructures, issues which I've been 
grappling with for the last two decades and it's very often about getting the right balance between 
cooperation on the one hand and competition on the other. Identifying where firms and other 
stakeholders need to work together. At the same time separating that from the areas where they can 
compete in terms of quality of customer service and price and quality of their goods. 
 
A workshop of this kind, quite characteristic of university events may not be quite so common in 
industry, is providing a forum where different perspectives can be expressed frankly and openly and 
without selling or justifying any particular institutional position. While I fully agree Chris's general 
message about the importance of the digital trade opportunity, but there are certain doubts and 
worries, in my mind and in those of others, which will need to be addressed.   
 
From this workshop we will have a document which summarizes much of the discussion today. But I 
think more importantly, we'll be building a network of connections which can support the Centre for 
Digital Trade and Innovation. Not everybody we wanted could be here today, but putting today’s event 
together has already led us to develop a substantial network of new contacts in the academic world 

https://thecommonwealth.org/chogm
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and we can do more in reaching out to the right people in industry as well, those open to conversation 
on exploring what's possible.  
 

Panel 1: 

 

Emily Jones 
 
Emily Jones of Oxford University, endorsed the need for collaboration in this space that had been 
higlighted in the previous sessions. This collaboration is also the goal of the TAPP network 
https://tappnetwork.org/ which she and Gregory Messenger of Bristol University established in 2021. 
TAPP links more than a hundred researchers from law, international political economy, supply chain 
and logistics, economics and other disciplines with interests in international trade. The TAPP network 
is an open network, anyone who is not a member is welcome to contact TAPP about joining. Their 
webpages allow members of the network and others in universities, government and industry to 
identify who has expertise in different aspects of trade. 
 
Emily Jones outlined the work that she and her research team have been doing on the UK’s digital trade 
agreements. As Chris Southworth has outlined so clearly, the agenda is moving very quickly and the UK 
is leading in the inclusion of comprehensive digital provisions in its trade agreements, including those 
with Australia, New Zealand and Singapore.  
 
It is important to view these provisions in a wider context, of how we regulate a globalized and digital 
international economy. So yes, this is about legal provisions and about standardisation, but its also 
about data flows and how we regulate digital technologies including AI, and how we regulate the 
internet and the type of labour and consumer protections we want to have. So it is important to 
understand how many of these critical issues around the digital economy are starting to emerge in our 
free trade agreements. 
 
I was struck by a recent study and by the Asian Development Bank that looked at 16 countries and they 
estimate that between 17 and 35% of GDP is now generated in sectors that are critically dependent on 
digital technologies. We're all familiar with the role now that digital technologies are playing in, for 
example, financial services, but it it's right across the board perhaps even more so, in more traditional 
sectors like agriculture in irrigation water management. So digitalisation is an economy wide 
phenomena that shifting how businesses, produce, and how workers interface with the economy, with 
gig work and digital platforms, and how consumers interact. So similarly, for us in the trade world, it is 
a transformation of supply chains but its also a transformation of the way different actors engage in 
international trade. As consumers and as individual workers we're actually engaging in trade cross-
border trade much more than before. I can buy an iPhone today from a supplier in Japan if I feel like it., 
and as individual workers. We have workers right across the world engaging and selling their labour 
through platforms, though they're actually based in another jurisdiction. These are fundamental shifts 
happening in our global economy. This is where we need the collaborative approach to really think 
about them and how we govern effectively this new phase of our global economy.  
 
Where is the UK on these issues and how are they reflected in our trade agreements? Trade agreements 
have evolved very quickly and digital trade and digital trade provisions are really where a lot of the 
action is now. The Transpacific Partnership Agreement negotiations were a fundamental shift back in 
2015 which then evolved into the 2018 Comprehensive and Progressive Agreement for Trans-Pacific 
Partnership (CPTPP see https://commonslibrary.parliament.uk/research-briefings/cbp-9121/ ). The UK 
is now in the final ‘market access’ phase of CPTPP accession  

https://tappnetwork.org/
https://commonslibrary.parliament.uk/research-briefings/cbp-9121/
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https://www.gov.uk/government/news/trade-secretary-secures-major-trade-bloc-milestone-ahead-
of-asia-visit ) if you like. That was a kind of second-generation wave. I now see what I  think of as a third 
generation wave of trade agreements emerging with the recent 2020 digital economy partnership 
agreement between Chile, New Zealand and Singapore (DEPA 
https://www.mfat.govt.nz/en/trade/free-trade-agreements/free-trade-agreements-in-force/digital-
economy-partnership-agreement-depa/ ) and the UK is now at the forefront of this, including most 
recent June 2022 UK-Singapore Digital Economy Agreement (UKSDEA 
https://www.gov.uk/government/publications/uk-singapore-digital-economy-agreement-
explainer/uk-singapore-digital-economy-agreement-final-agreement-explainer )  The table below 
highlights what is in these agreements, the UK is right at the forefront, their digital agreements are as 
comprehensive as anything else being attempted. 
 
The call I would like to make is for an even wider collaboration around all the issues of digital trade, 
addressing the big pillars of what's in those trade agreements and the public policy issues that I think 
they bring up. The work on trade facilitation that Chris was talking about and the need for dialogue is 
really impressive work. We need for example to engage with trade unions on issues around data 
regulation around digital technologies and some of the other provisions that we're seeing emerge in 
our trade agreements. I think we're falling short at the moment in terms of inclusivity as we as we codify 
these new trade rules. 
 
The first topic that gets covered in a lot of our trade agreements is trade facilitation, this is the one 
you'll be familiar with from Chris’s presentation. We really have quite impressive far-reaching chapters. 
The Singapore Agreement is state-of-the-art if you like, in that it covers everything from the moratorium 
on customs duties to paperless trade, with electronic contracts, digital transferable records, E 
authentication and digital identities all in there. Also, this is quite novel for the UK, e-invoicing, e-
payments and actually quite novel for the UK “last mile delivery” and logistics. Here the focus there is 
really around what Chris has been talking about, promoting interoperability and common approaches, 
with the adoption of agreed standards. 
 
From a public policy point of view, perhaps that's less controversial than some of the other areas. I think 
the business case is quite clear in terms of the efficiency gains and I know we'll be talking about these 
issues in particular at this workshop. So, I am going to move on from that area before coming back to 
it. But I wanted to flag some of the other areas of policy that are coming up in our digital trade chapters, 
areas that I think are perhaps more contentious and where I think we do need a deeper conversation. 
 
The first one of those is on cross-border data flows. Here the UK is taking a very different approach to 
the EU in our trade agreements, despite the fact we've got GDPR. At the moment our own domestic 
regime for cross-border data regulation is still in a bit of flux. Here I think it's quite instructive. We've 
actually got quite stringent provisions in terms of basically the government committing not to impede 
cross-border data flows which of course is vitally important for business and for interoperability. The 
challenge is whether these provisions give sufficient leeway, for example, for personal data protection. 
It’s a fraught issue. I don't think we've had the national conversation that is needed about these 
concerns. So I think we're slightly jumped the gun there. 
 
The second is the provisions in our trade agreements on new technologies, for example AI. There was 
a prominent concern, that came from U.S. companies, about intellectual property and ‘theft’ 
particularly of algorithms and source code. And so, we've seen a series of trade provisions to protect 
against this which is vitally important for our tech sector. But again, there are trade-offs and from a 
public policy point of view we need to ensure that our trade agreements allow for sufficient 
accountability and explainability. For example the issue that new technologies may have inbuilt biases, 
and, can our public institutions come and check when necessary and to make sure we are able to hold 

https://www.gov.uk/government/news/trade-secretary-secures-major-trade-bloc-milestone-ahead-of-asia-visit
https://www.gov.uk/government/news/trade-secretary-secures-major-trade-bloc-milestone-ahead-of-asia-visit
https://www.mfat.govt.nz/en/trade/free-trade-agreements/free-trade-agreements-in-force/digital-economy-partnership-agreement-depa/
https://www.mfat.govt.nz/en/trade/free-trade-agreements/free-trade-agreements-in-force/digital-economy-partnership-agreement-depa/
https://www.gov.uk/government/publications/uk-singapore-digital-economy-agreement-explainer/uk-singapore-digital-economy-agreement-final-agreement-explainer
https://www.gov.uk/government/publications/uk-singapore-digital-economy-agreement-explainer/uk-singapore-digital-economy-agreement-final-agreement-explainer
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those new technologies to account. Kudos to the UK and Singapore government for improved language 
which acknowledges some of the public policy concerns, underscores some of the public policy 
concerns. There are similar issues there about the regulation of platforms. All this highlights the need I 
think for a wider conversation that brings in the regulators as well as the sort of business interests.  
 
Third, and last, I wanted to talk to the issues of competition policy, consumer protection and labour 
standards, which in my mind are really pressing issues for the digital global economy and actually being 
largely neglected. 
 
So, these are three areas where I think it's absolutely imperative on all this that we have robust 
international cooperation and, to my mind, trade agreements are good space to have that conversation 
and to facilitate that conversation. So far, we've seen a very weak very limited provisions in our digital 
trade chapters. Here, the Singapore agreement goes further than others, at least recognising that there 
are problems with concentration and digital markets. We have though stopped short of really taking a 
clear approach to coordination and cooperation with other countries. Similarly, consumer protection 
and labour standards are so far very weak in digital trade agreements. This is again the question of 
inequality and inclusion. We have for example a real opportunity here to think about what best practice 
looks like for labour standards in the gig economy. We've seen a lot of national debates around this. 
We can use the trade agreements to have a much more international discussion for the first time about 
how to protect workers who are providing labour and skills cross border. 
 
So let me just conclude by saying this is a really exciting agenda. It's a really important agenda. I'm really 
pleased to see and thank you, Alistair, for creating this workshop. It's really important for all of us to be 
able to come together, but this is just to call for all of us to go beyond the digitalisation of supply chains, 
to look at all the other issues that are also in trade agreements, where I think they're public policy issues 
are perhaps even more profound. So, the data, the digital technologies, labour, consumer and 
competition, so just to widen that conversation. 
 

Stephan Wolf 
 
Stephan Wolf, CEO of the Global Legal Entity Foundation (GLEIF), the supranational not for profit 
foundation, discussed the role of entity identifiers in digital trade.  What does GLEIF do? We work on 
behalf of the G20 nation leaders who mandated the FSB after the financial crisis to think about ways 
how to prevent such systemic crises. One out of the very, very many issues we faced back then was the 
lack of knowledge about whom banks did business with. One of the results of that was the creation of 
a global business register. As simple as that right global business register for all firms that are linked to 
financial transactions will be registered.  
 
You may ask, why is this necessary, since we have national registers? Well, first of all, there is no global 
government, so you can't install a global business register, just based on the government mandate. The 
path that was chosen with the Foundation was through oversight by over 65 regulators around world. 
So, the closest analogy is to a business register.  
 
But why do we need one? We have so many business registers around the world. The trouble there is 
that they're all work differently. They have different allocation rules, they have different data sets, they 
have different access rights to data and all sorts of other differences in their primitive elements. Costs 
for obtaining information, just to mention one. Another that is heavily overlooked is language. If you 
are a Polish manufacturer and you would like to sell something to Japan, right, how do you interact with 
each other? If the languages are so difficult to translate? So, this is where a global business register 
comes in, with transliteration and translation of names and things like that to provide a broader 
transparency. 
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The development of a business register is use case agnostic. It's an infrastructure. It's like the 
Companies House in the UK. Wherever you need the number from the Companies House, you will use 
it right along the lines required in your transactions. The same is true for the global LEI system. The data 
that we carry is pretty basic, it's what we call business card information on the legal entities as well as 
some ownership information on companies that consolidate the subsidiaries in their books. The 
regulators have done a great job bringing the LEI into financial markets legislation in order to provide 
more transparency.  
 
Now we realise that the transparency challenge for businesses is much broader in supply chain, trade, 
trade finance and payments. All these aspects of everyday business need an unambiguous business 
identification scheme. That's what the LEI is for. So, I'm very happy to be here today and to answer all 
your questions around that.  
 
I would like to add one more thing. We had great speeches this morning already addressing all the 
issues. But one thing that I think, Chris, you mentioned this, that is very important. We're talking about 
network effects. If one organization, one company alone, would move, nothing would change. You need 
their suppliers and customers also to move at the same time and to create these network effects based 
on open standards and open broad public goods is anything but easy. It needs encouragement, it needs 
people, trade organizations, academia and so forth and so on to educate the markets about this journey 
and why it's so important and why we can realize enormous business benefits out of it if we go ahead, 
going along hand in hand. 

 

Gerard Hartsink  
 
Gerard Hartsink made a short presentation on the ICC Digital Standards Initiative (DSI 
https://www.dsi.iccwbo.org/ ).  I'm the chair of the ICC DSI industry Advisory Board.  
 
What is the objective of ICC in engaging on standards? Chris already explained several aspects of ICC. 
The important context here is that the ICC has globally 45 million corporate members at local level all 
their different jurisdictions. These are mainly exporters, importers and service providers such as 
shipping firms, logistical firms, banking and insurance companies, all those involved in import and 
export at local jurisdictional level. 
 
ICC exists more than 100 years. They have produced is a lot of standards and recommendations on 
business practice. For example INCO terms covering all the essential items required in global trade 
(https://iccwbo.org/resources-for-business/incoterms-rules/incoterms-2020/ ). For documents 
explaining how to trade, how to take care of trade finance, the uniform rules for documentary credits 
(UCP https://iccwbo.org/global-issues-trends/banking-finance/global-rules/  )  
 
So,  ICC has a history of work on  legal standards but less on technical standards. The members of ISIS, 
all active in import and export, face more and more the problem that in in the end they cannot continue 
with so many multiple different technical standards used by the multiple organizations that act as a 
service provider in global trade. And that was the start of the DSI initiative. So, the objective is the ICC 
digital standards is to achieve the ambitious aim of establishing a globally, globally harmonized digitized 
trade environment.  
 
The reality is that there are many ecosystems of digitalization: the transport companies have each 
addressed these issues in their own way; those who are in shipping have found their own way forward; 
those who are in banking providing trade finance and payments have found a way to be connected 
globally but they all use their own standards not necessarily standards that are included in all sorts of 
other documents.  

https://www.dsi.iccwbo.org/
https://iccwbo.org/resources-for-business/incoterms-rules/incoterms-2020/
https://iccwbo.org/global-issues-trends/banking-finance/global-rules/
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So, we started how should we work towards such a harmonized digital environment for trade? Should 
we start a new organization? In the end it was concluded no, those who started this initiative decided 
it is better that we use ICC, because they have global coverage. 
 
So, a special governance board was created. This governance board is chaired by the ICC secretary 
general John Denton. In that board are the three founders who pay money for the program. Being the 
Asian Development Bank, the ICC itself, and also the state of Singapore. The World Trade Organization 
and World Customs Organization have been invited as observers of this board. The board does not 
decide on standards, it decides on the strategic direction, which is clear already and for the funding of 
all sorts of programs under the banner of the DSI. There are two boards reporting to the governance 
board. I chair the DSI Industry Advisory Board and Chris Southworth is one of the co0chairs of the Legal 
Reform Advisory Board, so we are both present also in meetings of the Governance Board.  
 
In the end, it was concluded based on an analysis of what had to be done for the industry standards to 
create two working groups. The first is on key trade documents and data elements. I will explain a bit 
more in a moment about this working group. The second is about trusted technology environment, 
currently chaired by Stephan Wolf.  
 
So what is the work of the “key trade documents and data elements” working group? There is a 
document, the WTO standards toolkit for cross-border paperless trade 
(https://www.wto.org/english/res_e/publications_e/standtoolkit22_e.htm ), published by the World 
Trade Organization. This identifies around forty documents involved in international trade. Based on a 
first analysis of ICC it was concluded to start with the review of eight key trade documents:  

1. Certificate of origin 
2. Commercial invoice 
3. Warehouse receipts 
4. Packing lists 
5. Bills of lading 
6. Declaration forms 
7. Insurance Certificate 
8. Custom bonds 

 
Probably you know some of them.  Certificate of origin is mainly related to the government business 
processes, while t commercial invoice is business to business, but also used for tax purposes and VAT. 
Warehouse receipt mostly business to business and packing list similar.  Bill of lading declaration form 
definitely used in the business to government environment. Insurances certificate and custom bonds 
also business development.  
 
So in the first analysis, it was concluded. Let's start with those documents. What are we doing? We are 
reviewing what are the data elements, the message standards involved all those documents. It's 
amazing to observe. Of course, all those documents will include the buyer, the seller, the transporter, 
the legal entities that are involved in that document. So, there are many horizontal connections 
between these documents, but these horizontal connected data elements are not always based on the 
same type of standards, and that may makes digitalization very complex.  
 
So, we are working on a report, with recommendations and a lot of work has been done already, 
collecting the information, what is available and the plan on how to address the fragmentation of 
standards. The idea is to have a report end of this year. We will after that, the board has still to take a 
decision on the remaining 30 or so documents included in the WTO toolkit.  
 

https://www.wto.org/english/res_e/publications_e/standtoolkit22_e.htm
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There is a second work stream under the umbrella on the Industry Advisory Board. Part of the story is 
among more already included in the ICC Identity Management Guide for all parties involved in the 
international supply chain. Probably it is better that Stephan Wolf says something about this, after 
another statement I would like to make.  
 
The ambition of ICC DSI is not to create new standards. No, we are very ambitious to adopt existing 
standards of ISO. There are many technical committees involved. There are other important players. 
GS1 is one, a very important organization with a long history in the supply chain, in production and 
distribution. Also coming from the public sector, UN/ CEFACT (https://unece.org/trade/uncefact ). It 
has a history based on the UN Economic Commission for Europe. Of course, also the perspective of 
national standards organizations is very important in the way how they look to standards. Whereas GS1 
by history as a very long tradition to look at the global perspective in the international supply chain.  
 
Stephan, probably it's the best that I can do. So, but you are the thief leader of this working group, 
please comment. 
 

Stephan Wolf on DSI.  
 
By the way, my background is data management in Internet since the 90s, which makes me aware of 
how important this all is already. So, when Gerard and the board asked me, I was very happy to join this 
team. 
 
How can I describe this to you? When I arrived here from the airport, I saw a big advertisement from 
IBM. We help you to secure your network. IBM wants to make a big piece of money with that by 
securing every single network. So, each company has a network username, password, firewalls and 
everything else. You protect your system.  
 
And then you have your counterparties. They also protect their systems, and you supply yours and 
customers. Everybody protects their system. And now you start thinking about how can we bridge that? 
How can we use for example APIs to move data from left to right, from one organisation to another.  
 
What you then need are bilateral agreements between two parties, or maybe consortium of parties. 
And Chris was talking about the exact same thing on a macro level. But countries make treaties with 
each other to standardize some of the elements. Unfortunately, all these treaties again are different. 
 
My favourite example was Singapore when I had the pleasure to talk with the local authorities there. 
And they said, well, Singapore is well covered, we have identity, we have digital identity, we have 
blockchain, we have everything digital and even the German company (which they mentioned because 
I'm from Germany), even the German company could apply for a number in Singapore and seemingly 
start transacting with other parties. 
 
And I said, yeah, that's great for Singapore, but what about this poor German company who has to do 
the exact same thing in 50 other countries too? So, we need an environment where you can bridge 
people and that environment needs some plumbing underneath and that is what we call trust 
infrastructure. 
 
And I'm very pleased about the blockchain discussion because they put this to the forefront right. 
Security, you know, immutability of data records and things like that. All these buzzwords resonate very 
well with us, of course. And this trust architecture will be very, and I'm front running a little bit the 
report Gerard referred to, and if I may do so, I think that report is very likely to result in a 
recommendation to support so-called zero trust architectures. 

https://unece.org/trade/uncefact
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This is the gold standard of architectures for securing content. In a nutshell, zero trust means you do 
not have to trust the intermediaries. You do not have to have bilateral agreement among all the 
intermediaries, but you can trust the authenticity of the data that is shipped from end to end. So, it's 
end-to-end verifiability. And not trusting each member individually. And that is a very important aspect 
which comes with a lot of change and very exciting. 
 
It was just the office of Management and Budget of the White House who issued a paper in which they 
recommend to all US agencies to implement access to their systems only with zero trust architectures. 
And not any longer with username, password, two factor authentication and all these kind of things 
that we are used to. So, it's already as a big trend. It's in its starting phase. If, if I may say so, but I believe 
this has the potential to really change the way how we interact with each other in the next 5 to 10 
years. Something to look at. 
 
 
 

Discussion 
 
Need for wider dialogue is super important. Data flows and supply are issues which WTO are working 
on. These are very tricky subject, not easy to navigate. The conversation we need to have on digital 
facilitation on trade needs with other countries because there is a terrific opportunity here to kind of 
move the conversation forward. But we've got to do it in quite short order as in this year, not wait. And 
then I think that we can move the dialogue forward and so we don't get stuck in all these rabbit holes 
especially and B2C that we tend to get stuck in.  
 
Something was really hitting as I was preparing for the workshop, this distinction between purely the 
digital facilitation and the broader data protection and inclusion issues that Emily has rightly 
emphasized.  
 
One of the big things about using the existing infrastructure to do this is that the courts around the 
world have been involved in multiple cases over the last few 50 years, probably in implementing UCP 
as market practice. And I think we should. That's really powerful because market practice in English 
school is the custom and practice of Mark merchants, which from Commonwealth view means that you 
get the contracts construed into the actions of two parties but not through the same German law and 
other countries, but certainly throughout the Commonwealth, those countries which have used the 
Commonwealth system, it's been a very, very powerful system of implementing guiding principles 
within trading relationships.  
 
So, if we tried to do that with another set of rules, then we'd have to go through the same thing again. 
Testing it through the course. Nobody else. All the stuff that's being tested through the courts already 
in multiple different countries. And that's really makes this a lot easier to construe into law what's going 
there without having to go through big legislative changes and things like that. When we did foreign 
exchange listing back in the 80s, we have to go and get legal opinions from 110 countries to show how 
listing works in each of those countries. And then read them together. You don't have to do that for 
international trade with ICC. 
 
 
Comment 2.  
 
As I said, I would come from the same world but they're different sides of the coin. So I work with the 
organizations, the manufacturers, the SME's, the logistics providers that create these chains. 
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Interestingly, one of the biggest challenges for us in supply chain, particularly supply chain resilience 
perspective is that we can't see the chains. We can't create the visibility of these chains. 
 
The best data we can get from this perspective is in the US, using Bloomberg data, because in the US 
they have to show their top 10 customers and suppliers. So, we start to use that data to try to analyse 
supply chains to see where vulnerability might sit.  
 
There's a lot of projects going on in the digital supply chain space. Again, more from the physical chain, 
not looking at it from the finance perspective. These are about how can we get that visibility, say in the 
UK, of every manufacturing firms, so they can connect together, but more to the point and how they 
could then create a distributed manufacturing network or the like?  
 
It just seems to me that we're operating into like parallel universes because in a way and LEI could help 
create that network. I can honestly say I have never ever, ever heard any of those organised mentioned 
organizations mention LEI. So, for me, the biggest opportunity here seems to be just it's like sliding 
doors and it's like I'm hearing all these words about a world that I know intimately, but in in a language 
that I have never heard before.  
 
Q Have you ever used Panjiva https://panjiva.com/ ?  
 
A No, never even heard of that either  
 
Panjiva shows you the shipping routes and all the major cargo containers.  
 
Logistic providers may use that, and they might have used that to do certain aspects. For example, 
Jaguar Land Rover might use something like that for an analysis of something or another, but that none 
of this is joined together, and that's what just really strikes me. These two worlds, if we could bring 
them together, would be so powerful. 
 
If you talk to the financiers, they're all over LEIs, they absolutely 100% get it. But then if you're talking 
in that channel, they never know what it is. That's why I think the number one priority is about 
awareness. Because once you know what it is, it's like a no brainer I like, isn't it. 
 
No disrespect to the TAPP network which looks amazing. When I looked at that, everybody's a lawyer 
just about an 80% of the 90% of them are lawyers. I was pleased to see Sam Roscoe hurrah, so one 
TAPP network member that works on supply chains.  
 
I come from the world of standards and ISO, where just looking at things from this standards point of 
view incorporates many different perspectives So you've got to supply chain and data management 
committees that completely different to the committees that look at finance and payments.  
 
In defence of the LEI system. It is brand new, so of course the first application was to secure the financial 
markets, capital and money markets in particular. Now everybody's looking around and say, hey, can 
we get the benefits to other sectors as well. And I'd like to give you one example to support your 
thoughts. We have a new director on our board representing a large corporate and he said this is 
amazing, we should use it. Then I showed him his own LEI. He was not aware of it. So, we have a lot of 
education ahead of us, but I think it's worth it.  
 
But then how are you scaling it to the 90% of the companies that are not involved? We have 5.59 mn 
businesses in the UK, of which 5.55 are small businesses with less than 50 employees. There are 
estimated to be around 333 million companies globally, again mostly SMEs, the International Finance 

https://panjiva.com/
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Corporation estimates that 65 million firms have an unmet financing need of $5.3trn per year. . 99% of 
manufacturers in the UK are SMEs (0-249 employees). How are these to be fully engaged in 
digitalisation of trade? 
 
That is just the sort of thing that the Centre for Digital Trade and Innovation can support. There is a 
national campaign on LEI adoption is launched out of the centre, that will launch in the next few weeks. 
Promote with every sectoral network. That begins the process of just raising awareness. But we're going 
to need your help. I would say get your supply chain academics into the TAPP network. We need your 
help. We need more because then you start to get this. Let me give you one example.  
 
There is a project which the GLEIFs support actively between Japan and the European Commission. 
Both sides have digital signature law implemented in digital trust infrastructures. The UK is breaking off 
that a little bit but doing similar things. No side is going to adopt the other sides law. What they're 
talking about is interoperability, and then they came across all these issues and then they learned that 
there is a standard called the LEI that comes with a chapter in the book and the ISO standard that 
defines how to put in LEI in digital signatures and certificates. And voila, here we go. Now Japan and EU 
Commission are talking about acceptance of both schemes and the LEI will be part of the digital 
signatures as the lingua franca between the two blocks. So, to your point, we go with you with the ICC 
and so forth from door to door to explain the LEI. But at the same time, we have very big trends coming 
from the regulators in several countries that support the message as well. So, I hope that in the next 
few years we will see a much broader awareness of the LEI and the use cases for the LEI.  
 
This is where there is another parallel. In the UK we've invested £147 million in the made smarter 
innovation project challenge. That's around the digitalization of manufacturing and manufacturing 
supply chains, which is one of the very thing that's required to drive digital trade. A lot of work is going 
into how do we create visibility of these networks, more so that we can start to look at things like supply 
chain resilience. So, it's not just trade using the LEI. No disrespect, it would need to be positioned and 
spoken about in a language, not a legal language, not a financial language, but in everyday language. If 
we could encourage those firms to use the LEI. It could be very powerful as opposed to what 
ishappening at the moment.  
 
I think what you are are saying is we need to explain that the LEI is simply a digital business card  
 
Take for example the authorisation of a purchase order. Dealing with the companies you know, you 
may get ostensible or apparent authority, in the legal concept, that provide contractual certainty. But 
with identification of the kind provided by the LEI, validation may be much more direct.  
 
From my business and to your point, I agree there's a lot of disparate things happening on the different 
nodes. We've been working with the UK Law Commission on digital records. There has been a significant 
amount of work done around the regulatory legal reform in that regard and in digital trade. That's one 
point. There are many that need to be involved in this conversation as well because a lot of people 
reinventing wheels that need to connect. But to your point also about SMEs, my advice that if you want 
to onboard SMEs, education is going to be key because they are miles away. They don't get they get 
what you get. They have a product they want to sell. They don’t know that organisations such as the 
GLEIF even exist. So, we have a lot of education ahead of us, but I think it's worth it. It's it really can 
make a big difference. The effort has to be not at university level but at entry level induction because 
these businesses aren't even digitised. Understanding the language, so we have to hand hold them. 
And so, education is really key and also bringing all these key areas together, it's just critical because 
there's so many people doing so many things. Another organisation I work with are doing verification 
documentation technology. There are very disparate conversations about to how you're going to get 
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96 per their economy to be using digital tools and it's interesting, I think it's been leading the charge on 
this.  
 
You know, I work in Singapore, I run a Singapore business. DSBS still required me to cross the road with 
paper documents wherever I change a mandate, for example, to have them signed physically.  
 
But these conversations being had with the Law Commission, because they, Sara and the team there 
are trying to actually implement change. They don't hear these conversations, they're only hearing if 
you write for many of the ways and the people who actually aren't for businesses that are engaged in 
the process.  
 
The last word of hope? We're working together with GS1. They are an LEI issuing organization in 35 
different countries. And the business identifier that I was talking about you as customers is exactly that. 
It's the LEI plus the GS1 location code that will give full transparency and vigorous identification. So you 
will hear certainly more about these projects. 
 
To come back on TAPP because I hope it will be a really open and inclusive network. So, Jan, please. I've 
just said to Chris and Dan, you and say please, a list of the people working on supply chains. It's an it's 
academic researchers and it's the idea it will be a go to hub for anyone working on UK trade and 
engaging in policy debate. So we're very much open network and we have 90 and growing still we're 
opened. We started the whole thing last October and just more and more people are joining this 
amazing amount of research, that does not necessarily connect with government and policy makers or 
business.  
 
Maybe there's some other people from the Productivity Institute that should join to that are in this 
space. 
 
This is exactly the reason why TAPP was created. We want to work with you. But we do not have a clue 
who everybody is. How are we supposed to know that? Once we connect, its perfect, a light bulb goes 
on, well definitely you can imagine that multiple across the university is nightmare for us. But the TAPP 
network that is a game changer because we just go right there pick up the phone. Action for today, 
please get that TAPP network joined up with as many as you know through your networks. That would 
change the game. Brilliant. I mean, whether we have several networks interact or whether one big 
network of that's just a practical decision going forward. But it is definitely better. There needs to join 
up because otherwise these silos and we're all doing the right thing, but we're not connecting and that's 
missing the opportunities. It's absolutely an action point going forward. 
 
I do active work in trade networks and conferences, so it might be quite a good idea if you know at 
some stage I could perhaps invite you to sort of give a little brief introduction to tap to various people 
and setting the workshop in Turkey next week for academics. You know, it might. It might be. I can 
invite you to introduce yourself for 15 minutes and the fact is networking takes hard work and effort, 
but we're up to. 
 
I head up an ESRC grant called INTERACT, which is about how we use social science to support the 
digitalization of UK manufacturing. But if you were to do something about tap that would reach out to 
social scientists who could then potentially join the TAPP network. If they're area of expertise, links to 
this area. So hopefully we can use my network to publicise your network. I think that's great and positive 
point going forward.  
 
Gerard are you happy enough just to take the break now or still the chance? 
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Before we finish, the Centre would be very interested to apply LEIs in practice with the SMEs in the real 
life situations that we are dealing with, so anybody who is interested in getting involved with that, there 
is an open door for you to be so through the work of the centre.  
 
Stephan Wolf agrees that we need to educate. Japan has digital signatory law. The country is not going 
to accept another scheme. That is where LEI comes in as it offers interoperability between different 
digital signatory laws. 
 
Jan Goodsell suggests 99% of UK firms are SMEs, hence need to get them to use LEI. Could be powerful 
but needs to use language that supply chain manufacturers use, not legal and finance language. 
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Panel 2: 

 

Rebecca Harding from Coriolis  
 
We need to start thinking more about making trade paperless. The pandemic exposed weaknesses in 
the global trade system and led to the increase in the use of digital tools. So we're kind of at that 
moment in time where technology is moving more quickly than the law is or where the technical 
capability is. And that's important to note. So, there is a general willingness out there and while we are 
in this position, it's worthwhile doing that.  
 
Now Singapore and the UK, obviously, are making good progress e.g. Other countries across the 
Commonwealth in particular. However, we've done some research in Africa, these economies are 
lagging behind. The risk is that the economies that are lagging behind will find it as a difficult trade gap 
to fill afterwards.  So, what we've done is a selection of interviews, some discourse analysis and actually 
what we're beginning to find with this situation is that the willingness out there for paperless trade;  
The technology is there in the public domain, but what's needed is a political will to actually change the 
law.   
 
The research that we've done is in the context of work that we did for the for the International Chamber 
of Commerce and the UNDP. We've used a similar methodology across all of this, but the objective of 
the work was to get numbers in order to be able to have a conversation about the importance of digital 
trade. 
 
With those policymakers, so the idea was to get a sort of wake up call. This is the size of the prize, if you 
like, potentially.  It was less to conduct a rigorous piece of academic research. What we've done is the 
best possible work within that framework. So, there are a couple of definitions here in digital trade, 
electronic transferable records, equivalent to transferable instruments. In other words, the record is 
itself capable of being used as a financial instrument; and paperless trade which is trade taking place 
on the basis of electronic communications, so that means it's trade related data exchange and in 
electronic format across borders. And it's important to remember that the second paperless trade is 
very important in an emerging economy context 
 
We've done all of this in line with the UNCITRAL Model Law on Electronically Transferable records 
MLETR https://uncitral.un.org/en/texts/ecommerce/modellaw/electronic_transferable_records and 
adoption by the ICC and the WTO. So all of this by the G7 it's been by the G20, the WTOR also in the 
loop on all of this and what we're looking at specifically is issues around economic development and 
trade facilitation. So, we've looked particularly at the cost of cross-border trade and taking that data 
from ease of doing business as a baseline so that we could calculate figures. 
 
So, if I just look at discourse analysis and let me just explain what I mean by that. What we did across 
the Commonwealth was we analysed around a million articles and we looked at how electronic trade 
was being reported in documentation, across media and different types of public discourse 
frameworks. And the majority of mentions across all of that (and we use some Python code to pull out. 
relevant words, relevant language to see how the language was being used and whether that gave us 
any hints on the acceptance of paperless trade in a public discourse). What information you have 
presented in front of you.  
 

https://uncitral.un.org/en/texts/ecommerce/modellaw/electronic_transferable_records
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This is now to the middle of 2021.  This research doesn't go into 2022. The chart presents all the counts 
of reports on digital trade for the whole time period between 2015 and the middle of 2021. We 
separate out 2021 to show you that actually even 2/3 of the way through 2021, we were seeing almost 
as much as we'd seen in the whole period 2015 to 21. So, it shows really how COVID and the COVID 
pandemic had accelerated public awareness of trade facilitation in a digital way. And here are some of 
the issues. So cross-border payments. 
 
Human error, payment delays, infrastructure logistics inefficiency through incorrect paperwork, over 
reliance on paper trade. Now all of these things we know about. We know to a very large extent that 
these are the weaknesses of the system. So in a way, what this work is doing is corroborating the fact 
that digitization is growing in importance and saying what the issues are and what we need to solve as 
a priority through digital trade. But the other thing it shows is just in terms of the counts, 2021 was 
already at 2/3 of the level halfway through or 2/3 of the way through as the entire period from 2015  
 through 2021, so discourse around all of this is increasing. 
 
The other area of discourse which I think is really important is the smart automation factor. So trade 
facilitation, specifically through technology, what we're beginning to see is smart automation, 
blockchain technology here and AI beginning to become the key standout areas.  
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Now blockchain has been something that's been around for a long time, but what you're also seeing 
here, is an acceleration proportionately in the amount of mentions of cloud-based solutions as well, so 
potential there for a slight shift away from blockchain towards automated solutions, but the results are 
likely to be biased towards the discourse in Singapore and the UK. It does tell you that technology is 
also an important aspect of trade facilitation discussions and again just to reinforce the fact that we're 
looking at how much this is being talked about. i 2021, it's almost as high or 2/3 as high or 3/4 as high 
as the whole time period. So we're seeing a massive acceleration as a result of the COVID pandemic. 
 
Now we also run some interviews across the Commonwealth. We also did a lot of interviews and as 
part of the UNDP program in Africa and then as part of the UK program we looked at, we interviewed 
a lot of people in the UK and in and in across Europe and in the G7 countries. So, we've conducted in 
total around 50 semi structured interviews in depth, lasting about an hour each and what this results 
are the results of all of this is suggesting is that there's strong political will across the Commonwealth 
to focus on legal reform.  
Again, these are headlines. But there were some concerns out there. Caribbean and Asian respondents 
were concerned about the costs but suggested that legal reforms are cheaper way of triggering action 
because it didn't involve major public expenditure. And I think that was a message that came across in 
Africa as well, that there's is a real keenness not to invest but to do something that can be simple, that's 
enabling first that engages the public's, the private sector and enables everything to be able to work on 
a on a sort of seamless basis from the word go with large scale investment to follow.  
 
There are a lot of differences here across the different countries. But I think the key message from all 
of this is that there's an urgent need to do this. We need to capture the political will. And we need to 
make sure that that the positive impact of COVID on digitization isn't lost. 
 
The key other messages that came across and I'll talk about this a little bit in my conclusions is that 
standardisation and interoperability are key to making this workable. There was a real sense in which, 
particularly from emerging economies, there were there was a sense that people were feeling like there 
was likely to be a pressure from outside that was driven by legal systems that were outside of their 
frameworks and that everything had to be appropriate to a local framework. 
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I've had discussions outside of all of this where we've talked about having a framework and 
interoperability and standardization that's based on a common definition of the data that we need. And 
that's the important point. We need to make sure that it's not the regulations or the infrastructures 
that need to be standardized. It's standardized approaches to amending the law and accessing the data 
that will unlock all of this. 
 
So, what I want to do here is just summarise the results across the Commonwealth because what we 
did in order to reach these conclusions methodologically were several things. As I've said, we've 
analysed a million newspaper articles on trade discourse, trade, trade and trade, finance, digitisation 
platforms. The public discourse is improving. We've run around 50 semi structured interviews across 
the Commonwealth, Africa and the G7, and then we've also run a survey of 50 international banks that 
were London-based. But we asked them about the costs of digital trade, the benefits of digital trade 
and what it would mean in terms of market creation for them, so that we could use those as a 
benchmark to apply it to a bigger picture trade data set. 
 
At present, annual trade growth in the Commonwealth looks like it will be just 0.2% annually from 2021 
to 2026 if current conditions prevail. And obviously we're moving now into a recessionary period which 
we didn't have when we conducted this research. So, a modest trade growth I think is very likely. We 
will see an increase in prices. We will see an increase in values, but the actual volumes aren't changing 
very much at all. And this is a big concern. 
 
This is the theoretical position starting from the values of trade, total values of trade that we have at 
the moment across the Commonwealth. So, we haven't looked at just digital trade because we'd end 
up with much smaller numbers. We've looked at all of trade across the across the Commonwealth and 
if we look at all the trade in all the countries, if we use trade facilitation, digitised trade facilitation, in 
other words, streamline border and transportation processes and hook them up with digital finance 
processes. Then that will create nearly 90 billion of additional trade across the Commonwealth by 2026.  
 
Now, that's actually quite a tidy and verifiable number. It matches in with some of the other work that's 
been done as well. The one way we're beginning to get a lot of surprises is that if we enable finance by 
market creating and applying the findings from the Trade Finance survey of banks. If we apply those 
findings to the trade data set, then it could across the Commonwealth unleash much as 1.3 trillion in 
additional trade above current forecast. And that's a colossal amount. If we combine all of that 
together, then we're getting to a figure of around one point between 1.4 and 2 trillion in the value trade 
of trade that could be enabled just by digitization, making everything hooked up seamlessly, paperless 
trade by 2026. 
 
More than this, it would also reduce costs across borders and the way we've done this is we've actually 
looked at cost reductions, the estimates of cost reductions that we've had from the survey from all of 
the qualitative work that we've done that we've applied to the average cost that come from the ease 
of doing business survey and these results are absolutely stunning. So, if I just look at those, the costs 
of trade are absolutely prohibitive at the moment across the Commonwealth. 
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Trade costs as a share of revenues in 2020, you can see that for some countries, these red ones here. 
So Vanuatu in particular, Tonga, Gambia and Papua New Guinea. But a lot of the other ones as well, 
where you've got very high proportions, actually the cost of doing trade are higher than the revenues 
that are received. Now where do we get those figures from? Partly from the trade values themselves, 
but also from the cost of doing business data in the ease of doing business survey. 
 
This is prohibitive for most the majority of countries. You're looking at a figure of above 60%, so it is 
really very expensive trading and the idea is that this process can reduce the costs and if we do this, 
then we look at the cost of trade facilitation. On average a trade container because of all the 
irregularities across borders is costing about $521 all per 25,000 cubic ft or 40 foot container. The 
analysis that we've done based on all of the qualitative research and applied to a quantitative database 
suggests that that could come down to $99 across the Commonwealth. In other words an 81% 
reduction. It makes sense the numbers make sense when you multiply them up into big trade figures. 
Of course, that makes it very large indeed. There are a lot of numbers in all of this and the results are 
available in the report that is publicly available https://thecommonwealth.org/quantitative-analysis-
move-paperless-trade  
 
In the interests of time, having given you some highlights, what I'm going to do is just say the research 
that we've done is a first step. It is an indicator. We are not saying this is a definitive solution. What 
we're saying is these numbers are so big and there is a range here from 90 billion through to one point 
1.3 trillion. We have some big numbers here. 
 
But what it does is make a case for looking at this and making the case for emerging economies to 
support paperless trade through single windows, digital ID's, documentation and digital payments. We 
can create some real cost reductions and the important thing here is businesses in emerging markets. 
They are desperate. They need this help particularly in the current climate.  
 
Also, there's an element of inclusivity here as well because it enables female traders who might be 
seeing their produce go off across borders because they can't fill in the paperwork. It's enables access 
as well. All of the research suggested that we needed to build trust and education. The qualitative 
research suggested all of that. To reinforce again, this is all about creating standards and I would argue 

https://thecommonwealth.org/quantitative-analysis-move-paperless-trade
https://thecommonwealth.org/quantitative-analysis-move-paperless-trade
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that this is about standards. The simplest thing that we can do is standardize the data that we're looking 
at because that's the simplest thing that we have and that we can standardize to start with. Then the 
interoperability builds from there. 
 
So, I'm going to stop there, just in the interests of speed and time and getting us back on track, but 
happy to take any questions you might have. Thank you very much for listening. 
 
 

Discussion 
 
Anybody any questions? 
 
Question 1  
 
Just one about standards. The first thing we do when addressing standards is agree on terms and 
definitions. In your analysis, when you are differentiating between digital trade and paperless trade, 
where do your definitions come from, is this an authoritative source?  
 
Response 
 
The definitions are taken from ICC definitions which are consistent with MELITR and UNICTRAL 
definitions. So I ran those by people in ICC and they were happy with the definitions that we were using.  
 
It is important that I think the one thing that when we were speaking with all the key stakeholders here 
and just on the definition point. We are looking at this digital process and the two definitions, one is 
facilitating the other. That's what's important. So you're getting this multiplier effect, which in 
economics we all love and we're getting this multiplier effect from the broader paperless trade, given 
electronic transferable records, that's the important thing that we've got this we've got this multiplier 
effect that's going on between the two. So, if we have one and all of this is assuming something happens 
immediately, everything works through straight away. These are big numbers because of that 
assumption and you know, we can argue the toss on that.  
 
Given the task and the framework of what I had to do and the definitions that I had, the most exciting 
thing here is the interplay between these two areas and two definitions, so they're not mutually 
exclusive. And if we can, if we can get them to work together, then we get this, this amplified effect. 
 
Question  
As an economist, what's your analysis of the market failure that these benefits aren't being accessed 
by the market? 
 
 
Answer 
The market failure that we see at the moment, I think there are two or three market failures and the 
market failure, the biggest market failure that is actually visible in numbers is the trillion trade financing 
gap for SMEs thought to be somewhere between 1.7 and 3.1 trillion, that's the market failure that we 
have and it's visible. Different views on how big that number is whether you're the ICC or whether 
you're Standard Charter, but it's still a lot of money. That's the visible manifestation of the market 
failure, that there are a majority of smaller organizations across emerging economies that can't access 
that finance. That's the challenge that we have now.  
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Why can't they access that finance? They can't access it because of KYC, AML which can be solved 
through digitization, they can't access it because they can't get their stuff seamlessly across borders. 
Digitization can help with that?  The banks consider all of this too risky. They can't make the profit 
margins on SMEs, particularly in emerging markets, therefore, if we can digitize this and actually run 
the checks and do everything on a seamless, paperless way where we know exactly where the 
transferable instrument is sitting and we can guarantee that it's immutable, that then means that they 
have the security of understanding that they can address that market. The assumptions were coming 
from banks about how much more their market will grow, if they could access all of this. So that's my 
answer on the market failure. There's a huge set of infrastructural reasons underneath, but the actual 
number is this 1.9 trillion.  
 
 
Comment from Audience:  
 
I am a banker, at least a recovering one anyway. There are two numbers that always stick in my mind. 
So if you're doing a payment from Kenya to Nigeria, for example, you’re selling Kenyan shilling, you're 
buying U.S. dollars, you're selling U.S. dollars, you're buying naira. That adds 6% to your cost of cross-
border interactive trade. Then if you add to that the fact that cost of capital in working in Africa is 
roughly three times the cost of capital working in the UK.  You then see why it is the sort of cross-border 
intra Africa trade is difficult. The African Union's done quite a lot of work on this, so I'm sure you've 
reviewed their lips. Yeah. And then and you know, they've got the big sort of program work up until 
2030, I think in 2050 is that we can try and integrate common payments area commons of customs 
area. But those of course a lot of these governments make their money out of what they levy at the 
border rather than anything else. That one of the things that slow things down. 
 
Response 
 
Absolutely. And one of the things that came out from conversations that we were having with people 
in Uganda, for example, was exactly that problem that the cost of capital was too high, that the African 
Union was lobbying to putting structures in place to make sure that across AFCTA nations there were 
structures to make sure that we could create a cost of capital sort of agreement where that cost of 
capital would be shared. The trouble is, again as we digitize all of this, it gets complicated and you need 
the political world behind it. So the reason for generating these very large numbers for the UNDP and 
for the Commonwealth was to trigger that conversation around cost of capital and currency exchanges 
and everything because it's so important. 
 
 
Comment  
Yeah, just ask the question in the research. Was there much discussion of particularly obviously around 
the emerging nations of Africa being one around the use of cryptocurrencies and digital currencies, 
because their uptake is huge in terms of this conversation, they included,  
 
Response 
 
Yes, absolutely, there are frameworks in which digital currencies are becoming incredibly important. 
There were a lot of results and a lot of the interviews, particularly in Africa less so in the non-African 
Commonwealth, a lot of people within the Africa conversation who are saying that one way round all 
of this is the start using crypto and blockchain. One person pointed out to me, if we don't develop a 
cryptosystem, if we're relying on fiat currencies to do this, then we're increasing our cost from the word 
go because a lot of these organization. So creating wallet based systems, cryptosystems is a way 
forward. We’ve picked that up qualitatively, rather than quantitatively. 
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Comment 
 
We've started using things like Circle. I don't know whether you come across Circle because you use 
USDC. And we're currently doing something like 2 or $3 million a day USDC for clients in Africa. It's 
incredibly important.  
 
Response 
The other thing I would say is also digital accounting has become very important. This is something that 
has come out really powerfully out of the research that's in the two reports. This is a result of the fact 
that the companies don't have bank accounts, so they need to self-validate their own accounts, and 
then banks then go “this is self-validation, we can't possibly rely on this”. If you actually have digital 
accounting as well as digital finance then then it's a huge win in terms of trade facilitation. There are a 
couple of cloud-based accounting systems that are coming in that will be extremely helpful in moving 
this debate forward. 
 
Comment 
One of the things that comes across to me about lots of digital platforms. They are designed for peer-
to-peer, definitely. But what they don't do is provide the levels of authorization that you need around 
it. So, for example, I have to trust that my staff are not going to send everything in my wallet to 
somebody else because I don't have two levels of authorization as I would do with a conventional 
accounting system or conventional trade system or payment system. That type of thing where so there 
still has to evolve. It's really important for a small business owner, if all your value is sitting in that wallet, 
and you just trust it to your sister-in-law or whoever, then you never know where it's going to end up. 
 
Response 
And I think actually the biggest, the biggest win from all of this, which wasn't something that we that 
we set out to quantify at all, because we were looking at the definition of paperless trade and digital 
payments and everything, the biggest one from this could potentially be around that validation aspect 
of everything. It was, it was kind of an unforeseen consequence and a kind of a a win in terms of where 
we might want to take the policy debate in the future. 
 
Comment  
 
Absolutely, I think is very important. No, I absolutely. I think you know sort of might. Yeah, I've worked 
in Africa for the last 10 and 15 years and I think the main thing is that most of these countries have civil 
wars and various other things, but they don't have trading training academies where people learn these 
basic things. The documents they send me are abysmal from the point of view of what they do.  
We spend a lot of time working with our customers to try and get it to a standard where you where it 
can be processed exactly. And it's about that digital enablement for these people because they're all 
using mobile. They're already adept at using. They’ve been searching AliBaba and sites like that for 
goods and services, it’s not like they don't know what they're doing. 
 
Response 
 
Well, this is this is almost a safari.com moment, isn't it? Because you know, we're talking a long time 
ago now, it feels like a long time anyway, where everybody said “let's just skip desk-based solutions, 
Let's skip everything. Let's go straight to mobile solutions”. And that's exactly what happened. And the 
emerging markets were ones where we picked up on mobile solutions, before we actually implemented 
them in the global north market and that's very powerful.  
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Comment 
Well, while I sat in this meeting this morning and I authorized just over $15 million of payments, against 
documents which are held. That's the reality is that on my mobile phone, I authorize all the payments 
that go out. My team does all the. documents around, all the AML and everything else. So it's possible 
to do these things very remotely nowadays. Salesforce is a great tool for that. And there are other cloud 
solutions out there, but Salesforce has been amazing for from our perspective. 
 
Comment 
There is also the issue of inclusiveness.  So, particularly in African emerging nations, where e.g. 86% of 
their food production and agriculture is done by women. The idea around identity is going to be 
important one too, because many of them don't have formal identities, so to for them to be included 
that would need to be part of the conversation as well. 
 
Response 
If I could just come in on that, that was something that came through very, very, very clearly. The 
potential for this from the African research point of view and it's in the UNDP document that was 
critical. The inclusivity element of all of this was the most important thing. I mean, the numbers became 
very large because it's soft commodities and a lot of the women who are coming to borders with soft 
commodities that then get delayed because they can't get across border because they can't fill in the 
forms because they're not able to read what's on them. I think it's an extremely good point and that 
was an important area. So I would urge you to read the UNDP report if it's been circulated,  
 
Comment 
I guess the other thing from you know from experience is, you know, you look at something like 
Cocobot, which is the Cocoa deal every year that every bank bids on. Every bank around Africa is bidding 
$2 billion or whatever to buy cocoa and it's and it's basically small farmers, artisanal farmers, up in the 
hills who produce it, but they don't see the value. The people see the value of the middle men who are 
who are basically buying that from the small farmers. So it's about how do you open that up and then 
provide, ESR types of solutions on the back of that. 
 

Huw Edwards, Discussant  
Thank you, Rebecca, for a very interesting talk. I understand the various reasons you can't make it here 
today, but it's good that at least you're able to give the presentation. There is some really, really 
interesting stuff here. You probably saw my initial response which has a slight rottweiler element to it. 
One goes through stages and part of it is assessing, how is this going to be received, technically? There 
are issues which we probably need to discuss more. More importantly, there probably are things that 
you need to clarify.  
 
But in many ways, though, the key point was made early on by Chris in his introduction. You've got 
really large numbers here. These I understand are what you might call an optimistic scenario, I would 
say an extremely optimistic scenario. Actually, even if they are smaller by an order of magnitude, and 
they may well be in my opinion, they are still likely to be big. So, you are on to something really 
important here.  
 
So, the question is how big, how soon, and what do we need to do to get there.  
 
This is going back to a Ted+X talk I gave to the students in Loughborough back in 2015. And I was 
responding to a load of sociologists and so on who are saying oh globalization is taking over everything. 
and isn't it terrible. I was saying that actually, we're much, much less globalized than we think. Why? 
Because trade is costly.  
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I've spent a lot of time looking at this literature, showing that trade is costly, that when you look at 
people's behaviour Borders do matter. Distance also matters a lot and continues to. Borders matter a 
lot, and this is absolutely critical for driving all kinds of issues. Digital facilitation is one of the important 
elements of it. Let's not forget the other ones. 
 
Its already known there are substantial trade costs. As I know, survey data from the World Bank and 
trade pattern analysis will confirm this. Actually you've done a good job of bringing this together. It 
would be very interested actually in seeing the sort of meta-analysis work you've done. You know I 
know there are all kinds of difficulties and different methodologies and things like this and top down 
and bottom up numbers can often be out by orders of magnitude. 
 
Any work on this is actually really, really useful. I am due to be giving you presentation on this sort of 
stuff, in about a week and a bit time. So actually, you're doing important work. I think also that talking 
to people on the ground, the interviews, qualitative work is something which does help on this. How 
when integrates it with the quantitative work and how one actually gets from there to the quantitative 
numbers is a tricky task. 
 

 
We still are in ranges of big numbers. I do rather tend to the view that the very, very large numbers are 
going to get challenged and may actually be counterproductive and they don't need to be because you 
know, as Chris is saying . The costs of trade, you know, you infer up from trade patterns, the costs of 
trade, the barriers to trade do appear to be very, very large and you've only got to remove a small 
proportion of them to have significant effects. 



 

30 
 

  
 
We've seen this with trade integration agreements. I did work some years ago on the trade integration 
agreement between the EU and Ukraine. I think in many ways, there, I went for a cautious number and 
said there's a huge upside and the upside is from changing image perception and so on. I think the more 
we learn about what's happening in Ukraine probably was correct.  
But sometimes one has got to be a bit cautious about saying the larger numbers 
 
Trade reforms can make very large effects on trade volumes, positive effects like single market 
accession or in reverse such as the traffic jams at Dover. Paperwork course costs are very, very 
important and I think, not just identifying the paperwork costs, we need to see more, more on the 
documentation, on actually identifying how much is the paperwork cost. But the possibility of multiplier 
effects between that and other type of cost are important. So, for example, you're checking one 
person's paperwork at Dover. You're holding up a queue of lorries behind. That is a kind of multiplier 
effect in a way. Reduce that having fast check through times is interesting. 
 
I had very interesting conversation with a colleague, a trade economist who visited from Canada for a 
year. And you know during the Brexit time and he was actually talking about you know the trade 
between Canada and the US which is one of the more facilitated borders in the world. But they still 
reckon that costs people 30 billion, I think in Canadian dollars a year. That's despite having sort of fast 
channels through for lorries and things like this. So, we are talking about an area where there is, you 
potential to make potential a number of medium sized gains that add up. Whether one wants to sort 
of say there is a huge Big Bang coming through at the moment I would say, you know, by all means 
open your documents up for them all more scrutiny. It probably does require, you know a good deal 
more analysis from different angles and different fields. 
 
We also need to know quite a bit about what is the nature of these costs? Some of the costs which you 
cite for example, for small countries are actually remoteness costs, and those are not probably going 
to be affected much by this. It's the border costs and then it's not all the border costs -- some of the 
border costs, perhaps a lot of the border costs are due to regulatory differences and things like that. 
Maybe digital facilitation will help people with this. But pilot studies, things of that sort may well be 
required to actually come down on these numbers. 
 
There are questions about some of the costs which were cited for very, very small economies. You 
know, it may be pushing a model that was derived for other economies and a little bit too far. Costs are 
heterogeneous. They vary a lot according to firms. Firms will find ways around the ones that find ways 
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around are the ones that trade. Umm, there are a lot of zeros there with non-traders who are being 
put off by something that's prohibitive. You know we need. We need to be quite clear as to whether 
we're getting the data here from traders or non-traders and things like this.  
 
They may be fixed costs. In other words, they're not varying with the amount you take across the 
border. They may be sunk costs, they're cost of actually entering a market. But once you're in, it doesn't 
matter anymore. Or they may be related to scale of what people are doing, again. Those are the sorts 
of issues that I work on. I'm very interested to see what your input is here. I suspect the numbers would 
change quite a bit of one started looking at it in that way. It may depend on frequency of trade as well,  
 
In particular, it is worth alerting people that you know there is a revolution going on in, in the trade 
economics side, we are increasingly looking at use of transactions, customs data, difficult to get hold 
of, but it really is telling us in more detail how people's behaviour changes according to size, scale and 
policy changes.  
 
I think fleshing out and putting a more accurate number on things probably has to go this route and 
there are, you know, one can access customers numbers with difficulty in the UK. I know you know for 
example, my former PhD students now lecturers at Edinburgh has access to data, for example for Kenya 
and South Africa. there's a lot that can be done. 
 
Interaction with policy. Absolutely. Critically, because we know a lot of the costs of borders is policy 
variation. And you know, it may be that countries decide. Let's. OK, let let's introduce this common 
digital standard because this then allows us to diverge in other ways. I mean, we've heard this in the 
case of Northern Ireland and so on. It may well end up with you undo the trade facilitation effects of 
the one thing with something else. So, again, these are these are things which may be very, very difficult 
to predict. And policy may respond, as I say, with different policy divergence.  
 
There's a lot to be said from a game theoretic perspective on this and you know, there are actually 
people who will play games in order to try and restore protection, to preserve their profits or to 
preserve their wages, in response to digitalisation happening. So, there may be negative feedbacks on 
that side taking place as well.  You know this will be very interesting to people on the TAPP network for 
example I'm sure. 
 
Interesting. A large number will get people talking. UM, I think there's a lot more, but you, you know, I 
think you can certainly help by. As I say we would people would be very interested in seeing meta 
analysis and things of this sort. Uh, the time series model suggests rapid gains. But as I say, I probably 
wouldn't go there. Trade modelers generally don't like time series models, particularly when they 
involve estimating time series when you've actually got panel data. That's throwing away a lot of 
information. Machine learning, it will look good in some circumstances, but it really may lead to other 
people throwing your numbers out. 
 
Overall. Big changes can happen. Usually. They take rather longer than we expect to be adopted and 
bedded in. Not always. I mean, I was involved in the Department of Energy many, many years ago, and 
we were actually probably the first people to examine small gas turbine operators. One came to one of 
our sort of. You know, ground level economists and actually let on that there is this technology called 
combined cycle going on which will revolutionize electricity generation and close all these coal and oil 
fired power stations overnight. All the all companies and many of the politicians were up in arms and 
said yeah, it's never gonna happen. Five years later, it was happening.  
 
Big changes can happen quickly. But particularly when there's a lot of people’s reactions involved, it 
takes longer. We do need to know that there are potentials here for big gains. Regardless of the 
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numbers. But I, I think one of the important things is to then start getting the results of the qualitative 
analysis into the field of more disaggregated trade economist such as myself, because only when we 
do that, can we start firming up really as to what the numbers are. 
 
 I hope that is of interest and does anyone have any questions? 
 
Question 
 
Trade theory is about economic gains and losses. Lots of trade actually is domestic rather than 
international. So is there an approach where GDP is the number you look at? 
 
We certainly look at GDP. If you're looking at GDP effects, you’ve really got to go to more 
macroeconomic models. For example for the Ukraine work, I used a computable general equilibrium 
model. And I think that probably is the direction for assessing the full impact of micro cost changes in 
in in the border costs.  
 
Let's say let's say you halved everyone's border cost, I mean which is actually less than the slightly 
optimistic numbers we saw earlier. Let's say you halve everyone's border cost. Great, but what you 
would predict from removing one country's border cost is not the same when you multiply it up taking 
account of all countries having reduced costs, because all trading countries are competing with all other 
trading countries. So if that's case you're actually going to get smaller aggregate gains. On the other 
hand, you know people who follow new trade theory do tend to believe that there are quite sizable 
multipliers into the wider economy. This is one of the things which came across with the Brexit debates. 
A reduction in trade costs can potentially have wider multiplier effects. You probably want to get a 
narrower and firmer range on the trade cost changes before actually taking them into a CG model to 
capture these further impacts. 
 
Comment 
The technical question that Bob asked, which is a really interesting one, but actually I don't think it's 
central to this discussion. What's striking me about this discussion is a point Jan made earlier. There 
seemed to be almost different tribes here. So there are one set of people come from the technology 
side talking one language and another coming from a different tribe talking another language, who are 
the supply chain specialists. This is all new to me. What we have here is a third group,  
also important to this debate, which are those with the economics background. Department of trade 
and HM Treasury are going to have many from economics.  
 
I take the point which I think Rebecca made earlier and Chris made, it's not so much the headline 
number as making clear that there are big gains. To give you one example. You know the Sussex Trade 
Observatory. We had a bit of an conversation with Alan Winters. We invited him today. He's probably 
the leading trade economist in the UK from a research perspective. But he remains very sceptical, and 
his attitude was “oh these big cuts in cost, I've heard that story before”. So if we're going to bring 
everybody along in an inclusive way, which is something the centre for digital trade and innovation, 
wants to bring along, then there has to be serious engagement between the economists, on the one 
hand and the technologists and supply chain specialists on the other.  
 
I'm not sure that that at first stage should be a very public engagement. I think that's something which 
we in the university world, which we say, OK, let's really get to the bottom of the potential gains. We're 
not gonna sort this out in an afternoon.  
Also it's almost a truism, many of these big changes take longer than we would hope, but when they 
arrive, they're often very much bigger than we imagine. So on the time scales, I think there's a lot of 
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room for different views, but we can still overall agree that there is something huge on offer I think 
that's very much my view.  
 
 
Rebecca Harding in response  
 
Yes, first, first and foremost, thank you Huw for the very robust critique of my approach. My research 
was constrained and without the luxury of an academic research fund behind it as you know. But there 
is an important point here:  Huw estimated there will be a 5% increase in trade rather than my, in his 
view, more optimistic assessment. Even on the basis of a rough calculation based on his number, we 
would still end up with a big increase in trade.  
 
None of the reports say my number is the definitive answer. I am an academic by training and I'm well 
versed in academic discourse. The important thing here is that we needed to get some numbers out 
there. Are these reports overoptimistic on cost reductions?  Those were not my estimates of cost 
reductions. Those were numbers that were estimated from the figures that came either from people 
on the ground who had had been interviewed in the location or that had been reporting to a banking 
survey on how much it would reduce their costs.  
 
So , I think, the biggest argument here is not necessarily about the fact that the numbers are big or 
small. The biggest argument here is around starting a debate, and I think all of us would welcome the 
capacity to have a debate about how to achieve these efficiencies, whether or not they are all actually 
achievable in the near term.  
 
The one possibly overoptimistic assumption I made, I believe, wasn't based on my numbers, but was 
imposed on me. This optimistic assumption was that we could make a one-off adjustment fully adopting 
digital paperless trade. A theoretical analysis, if we make the adjustment from here to the next stage 
where trade is fully paperless, what will be the impact on trade? 
 
That is an assumption that couldn't possibly happen in practice because all of these things take time. 
However, what we're talking about here is greater inclusivity. We're talking about closing a trade 
finance gap and addressing a market failure. We're talking about enabling a whole load of people to 
access global trade that can't access global trade at the moment. And from that point of view, my 
commitment is to having these larger numbers out there.  We can argue the toss. That is something 
that we want to do and let let's do it. You can get to larger numbers of very, very easily and international 
trade because you're dealing with trillions even with 5% as opposed to 10%. So, let's have a 
conversation about how we do this. And I think this is the point about having a qualitative aspect to all 
of this and talking to people on the ground, which is what we've tried to do and bring all of this 
qualitative information together, because the quantitative numbers are actually less important than 
the people on the ground. 
 
 

Comment 
I think that is an extremely important point, and the qualitative view of the magnitudes are essential to 
understanding things. What the lawn mower analogy says is that to get large effects you have to keep 
mowing the lawn every day for a very, very long time. Things tend take longer to bed in than we often 
assume. So, I tend to agree the point that there are large changes out there, but these are not 
necessarily going to happen at the sort of speed that some people say.  
 

Question to Nick Davies of the Centre for Digital Trade and Innovation C4DTI 
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I think your centre will be looking to Loughborough and others who are engaged in today's events to 
help build the academic network. So other trade economists are going to be a crucial part of that 
engagement.  
 

Response ND 
Absolutely. We are obviously taking the micro approach. I'm not an economist, but we're trying to build 
up that picture of what are the pounds savings we can offer to individual traders and trade financiers 
and so on, from reusing the same stuff over and over again and not doing all the bilateral exchange. So, 
in terms of the academic network what I would like you to test out, evaluate, apply to get a better 
handle on what is achievable. I think pilots are very, very, very important here.  Mike Brookbank at 
Surrey, who is with us online, has already undertaken some analysis of the pilots that we've done 
already within HMRC. How much costs do we save on a customs declaration? How much does the 
individual trader save on AO status? It's that sort of nitty gritty that will serve to enrich the analysis that 
Rebecca and others have done from a top down approach.  
 
The other point I would also make is I think what economists call externalities. Its not just about 
increasing trade is it is about having the right sorts of trade. If you've got the best training system in the 
world and that world is frying around us, no amounts of economic benefit is going derive from this. So, 
we need to have the right sort of ESG compliance as well. So, there's huge costs associated with us not 
doing ESG compliance. So that probably pushes even those very big figures into a cocked hat, when it 
comes to the overall welfare for the human race. 
 
So yes, I would dearly love this debate to continue. I don't think it matters where it's half a trillion or 
1.5 trillion. Whatever we've got, we've got to do something pretty damn quick and we've got to deploy 
all the talents that we've got around at our disposal to do it.  

 

Comment 
I agree very much that a large positive number may take more time than we think. I wouldn't particularly 
want to get into argument about it. But, much further research is needed to hone these numbers down 
and to find their effects, because there will probably will be some negative effects and some potential 
effects as well.  
 

Comment 
From a banking perspective, an important benefit may be the savings based on reductions in capital 
required to support the trading system as a result of transparency. Cost savings may take longer and 
be less important. As a banker, working extensively in Africa, I can see what happens when you put an 
addition £100mn of loans into a marketplace. 
 
 
Comment 
Yes, is that we're also having to talk to and bring on board politicians and unfortunately politicians 
intellectually or something like 5 year old children you have to make things kind of simple for them. So 
I think we do need to be alert to the precision of numbers and trying to tie those down, it's an important 
job and we'll beaver away in the university world doing that. But in the meantime, we can't wait for 
that to come through. we've also got to make the practical policy case and some ballpark numbers are 
perfectly fine for that purpose.  
 
Comment. I wanted to add something about the ESG metrics. I'm doing some work with the ISSB 
standards. They are focused on SMEs as well. We are going to need to conversations because there will 
be a new financial reporting requirements around ESG.  
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Interjection from Rebecca Harding 
If I could just come in on the ESG thing and if I might share my screen for a minute.  
 

  
So, we have accessed the UN COMTRADE database, which we have them ingested matched with 
country level national reporting on trade. We've matched using UNS  ESG codes in international trade 
to sustainability for every single country in the world and the interesting thing here is what you get 
when you use the ICC methodology of breaking everything down into ES&G in international trade.  
 
You can see the numbers here for yourself. A positive impact on governance, things like jobs, 
institutions, et cetera. Very positive. In the UK, if we're looking at social impact our exports and imports 
or we're looking at environmental import pact, these are things that we need to start considering. This 
is matching HS codes, in other words the codes or products as they go through as they go through 
Customs and Excise. What we can do with the approach that we've taken is we can actually look at on 
a digital basis the HS codes as they go through and are unnamed in a bill of lading document. Because 
we've developed this type of concordance, we've demonstrated that it is possible within a bill of lading 
to match those products to sustainable development goals at a United Nations level. That again starts 
a conversation. It isn't the end of the conversation, it starts the conversation. But the point on the point 
I'm making on international trade here is that it's incredibly important to start throwing some of these 
big numbers out so that we can start linking together the ESG agenda and the digital agenda. 
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Alistair Milne Research presentation: Digital Platforms in International Trade 

 
This is joint work by the word with my two colleagues, and Anil and Peter, who are with us here over 
on that side of the room.  
 
Preparing this presentation, I was thinking a little bit about what was one of my earlier experiences as 
an economist of trying to understand how economics can help with addressing big real world issues. 
Gosh, this is 30 years ago now with the collapse of communism and the transition from centrally 
planned economies to market based economies. One of the big debates at the time was about 
sequencing. What was the order in which you should do things? There was a radical view which was 
associated with Jeffrey Sachs in particular, which was no, no, you shouldn't worry about sequencing. 
You should do everything at once.  
 
So I was thinking over lunchtime, what the equivalent is here in terms of digitalisation of trade, and I 
think the agreement on MLETR. I think they may have actually missed a trick. According to the Jeffrey 
Sachs argument on transition would have been I think it might have been appropriate not just to make 
digital records legally valid, but actually invalidate paper instruments. To say there's a sunshine clause 
and five years from now these paper things will not be valid legally anymore. You've got to shift. You've 
got to change. So that's a quick reflection of the lessons from Poland, which is advised by Jeffrey Sachs, 
wasn't example of a country which as far as possible, tried rapid change everything at once.  
 
The paper does not make that assumption. It assumes we do need to think about sequencing. It's 
assuming that things can't all be done in one go. I think the big question we're then grappling with, but 
in still rather naive way is what order you try and tackle things. We heard about the very substantial 
gains. I'll talk a bit about those in a moment and we can argue about the numbers. But I think when you 
take the big picture we can agree they're definitely very large indeed, but you can't do everything at 
once to achieve them.  These changes aren't going to happen in a couple of years.  
 
So, goals of the paper. Some initial assessment of the adoption challenge and contribution. A brief 
review of the policy discussion. I mean, actually this will seem a bit simplified because we've had much 
more on that all already today and identifying and distinguishing business processes involved in 
international trade, analysing the requirements for adoption. And again, I'm quite heartened because 
that seems to fit very well with what we've already been discussing and what we've called a business 
process analysis highlighting the more promising opportunities. We've drawn particularly on a case 
study of TradeLens, the blockchain based trade facilitation platform. 
 
I decided I didn't even ask my co-authors permission, so I hope it's alright. I just decided to put the 
whole thing on the web to see if we get any downloads. So, anyone who wants to see the paper here 
is the link https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4216579 . 
 
We thought we should start with our own definition of digitally facilitated trade.  
 

“Digitally facilitated trade is the use of digital technologies to support  
automated paperless processing in international goods trade” 

 
I think we're really talking about goods trade though we could some of them want to challenge that 
and propose application to services. A couple of other terms that I think have come are (i) TradeTech, 
which is almost a subdivision of FinTech, the startups, the technology solutions which are aiming to 
support digital solutions in this space, but this requires a foundation in data models, data standards and 
reference data for TradeTech; and (ii) Digital Trade, which includes trade in digital services, and I think 
speaks very much to the concerns that Emily was talking about earlier on about data protection and 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4216579
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security, and that we must address all the issues of cross-border data flows.  But that's only one part of 
the an even bigger set of policy issues around the management of data as it flows across borders a 
 
We are also now seeing policy initiatives, discussed in our morning sessions, particularly on legal 
developments with MLETR, on standards with DSI and increasingly on adoption. 
 
OK, so let me go on to discuss the business processes. There are many.  Many people at this workshop 
will understand these processes, but we need to get to grips with them, so we threw our research 
associate Anil in the deep end and said let's see if you can get an understanding of what is involved. 
What have produced is very much Anil’s work. A compilation of business processes in international 
trade from variety of sources. We categorized three types of process: (i) at the export stage in the 
sending country; (ii) for transport; and (iii) for import in the receiving country.  We also distinguish four 
types of documents (a) Buy; (b) Pay; (c) Official control/ regulation and (d) clearance. Now this could be 
refined. We'd love feedback on how we are capturing the key processes. We think this sort of 
classification is an important initial groundwork and it's probably also been considered in the in the 
Digital Standards Initiative as well. 
 
So, I'm going to take you through a little bit of our tabulation of these processes, and in a little while 
you are going to get quite bored! I have to warn you that this table has 64 rows, each a different 
international trade process that we distinguished in our research paper, and we think it's important to 
be aware of them. 
 

  

  
 
So, beginning with export process type & buying documents, we have request for quotation/ approval 
reject record purchase order/  packing list/ dispatch advice/ estimated invoice/ commercial invoice. I 
can keep going and do keep going. Documentary credit/ Proof of payment/ Payment confirmation. 
Moving on further but we're still only on export letter of credit and export declaration.  
 
I think one the things to surprise me here was how much regulation was around export processes. I was 
thinking of regulation as being largely about what you can bring into a country. Does it meet with 
phytosanitary standards and all that. But there is huge amount of regulation from the source country 
as well requiring various permissions and permits. 
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OK at some point as I prepared this talk I thought I'd better not take you through all of this. We reached 
line 28 and that is enough. But with these three different process types and four different document 
types and the final row, when we get down to 64 covering import/ clearance. 
 
For those of you who are the practitioners in the room who are deeply close to this, I'm still not quite 
sure if we have a totally accurate kind of classification whether we are being too disaggregated or not 
aggregated. But I think this sort of analysis is going to have to be important if you're going to tackle this 
sequencing problem that I referred to before i.e. so if you're not going go the whole hog in one big bang 
and say sorry, paper documents are no longer legally valid, going effectively cold turkey,  then you need 
to think about what are the stages through which this transformation is going to  attend. And I think we 
need debate and discussion about that-Industry as well. 
 
Question about the definition of port. Response. Yes. So the port could be an airport or it could be a 
port for ships. We're not saying that all 64 processes are involved in every consignment, but we are 
saying that they're all involved in some and of course, each consignment involves many of these 
processes.  
 
Question Why is TradeLens included in these tabulations. That was reflecting our choice of TradeLens 
as an informative case study. So we then wanted to identify how far TradeLens was addressing the full 
range of processes involved in international trade. 
 
We then did more literature review, we couldn't review all related literature, but partly reflecting work 
we've done in the past, we decided to make a comparison with another quite different area of digital 
transformation, in health data and health records, particularly the experience of the UK's National 
Health Service in adoption of digital technologies. The NHS has its big problems and issues, with its 
governance structure and funding but has made reasonably good, maybe not perfect but reasonably 
good, progress in adoption of digital technologies.  

 
 
We identify here four pillars for successful adoption. 
 
I realize that this links quite closely to one of the points that Gerard is making earlier. I hadn't really 
understood this until today. The Digital Standards Initiative is not so much about producing standards, 
it's more about organizing and guiding the process of developing standards and in particular the 
development of trust environments that support automated processing. So, I think this our first pillar, 
what we refer to as “agreed infrastructures or platforms for secure digital communications and record 
keeping”, is pretty much the development of a trust environment.  
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One of the terminologies that I don’t think has come up in discussion so far, but there is some research 
literature on this, is a  shifting from organizational control of data to access based control.  
Permissioning is set up in agreed way, which allows those who need information to get hold of it. That 
somehow relates to the discussion we have had about avoiding bilateral discussions between every 
organization. 
 
Comment. I think there are too angles. The first is the privacy of data. The second is the centralisation 
of data. When you talk about infrastructures that seems to assume a centralisation of data, for example 
a centralized infrastructure like SWIFT managing everything. 
 
Yes, we can get into these terminological or almost doctrinal debates. We probably haven't discussed 
this sufficiently in the paper as yet. I think my position would be quite pragmatic. It's hard to 
decentralize governance but yet governance is absolutely central to building all the trust required for 
digital transformation. On the other hand, many other aspects I think are very appropriately 
decentralized. I don't think. I don't think it's an either or. It’s deciding which aspects are centralized and 
which decentralized.   
 
Comment…You don’t want to have one company controlling all the data.  
 
Yes, and that obviously is particularly sensitive on the, on the consumer side, but I think there are also 
issues in B2B data, for example, SMEs trying to get access finance. We talked earlier about risk in that. 
So absolutely that’s a very relevant point. 
 
The other thing that came when we started to look beyond the particular context of digital 
transformation of trade, is that there is some consistency, the challenge of digital transformation in 
health actually involves very much the same set of issues as digital transformation in international trade. 
  
But we also from this is from further literature review, particularly focused on business to business data 
sharing that a fourth pillar was particularly important in a multi organizational context and this is 
coordinated active commitment by key stakeholders. I've made this sort of argument many times in the 
context of payments infrastructures, where I've done a lot of my own academic research and 
emphasises the critical importance of getting the C-Suite engaged. Not just seeing the technology as a 
cost and something that should be cost-minimized, but trying to understand two things.  
 

1. Firstly, what the longer-term benefits of digital transformation are, because they tend to be 
longer term; and also  

2. the need on many occasions to actually cooperate with competitors in order to get involved in 
collective arrangements to benefit all. So this is why I think of the word infrastructures, I don't 
want to suggest that the infrastructures are necessary physical, but they're definitely shared 
arrangements. 

 
And I think that's also a question which we could be debating and discussing going forward. 
 
I'm very happy with the way this workshop has gone today and the great participation from those here 
in the room and online. I was also struck by the fact that certain audiences are not involved today. 
Maybe could have tried a bit harder to get them in the room, for example, the CBI, to see if we could 
get their involvement. We did email, would you want to send somewhere along? That clearly wasn't 
high enough in their agenda for them to see it being worthwhile to join us. Time is short. This doesn't 
mean they don't think digital facilitation of trade is unimportant, but I my gut feeling is there's still quite 
a lot to be done to raise this policy issue at a C-Suite level. 
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We chose TradeLens as a supporting case study, I'll have to skip a little bit, but we can look at the lessons 
that blockchain in general and TradeLens in particular offer for the adoption challenge. I think lessons 
for blockchain are worth considering not because we're particularly endorsing blockchain. I think it's 
often oversimplified or oversold as a technology, but I think that there are important lessons to be 
learned from where it's been successful and adopted, and where not so successful. And actually the 
trade finance is clearly of the areas where at least potentially blockchain has a lot to offer. 
 
Our paper contains a broader literature review of work on adoption from experience with blockchain.  
 

 
I would draw attention to the work of Balci and Surucu-Balci on blockchain in trade and supply chains.  
We have identified their work as very much parallel to our work. I think that's one of the things you 
look for from academic research. People use different methodologies, different approaches, 
qualitative, quantitative. But if the frameworks they are using and the results they're coming up with 
are reasonably closely aligned, that can give you a lot more confidence that there's some solid 
understanding being developed They find that regulation and legal framework are critical to adoption 
of blockchain as well as support from influential stakeholders, and also, something which has again 
come up in earlier conversations, the importance of knowledge and communication and helping the 
communities of practice to understand what the technology is and what it can do.  
 
I won't go through this in detail, but we were able to distinguish from this review three broad categories 
of barriers to adoption. Institutional/ organizational barriers, market barriers and technical barriers. The 
four pillars I was talking about earlier – the trust environment, the standardisation, the legal framework 
and the stakeholder engagement – are the fundamental requirements. You then need to address the 
stakeholder attention to this variety of particular issues. This is based on blockchain adoption, but I 
think it's there's a lot of parallels for other technologies. 
 
We then turned to TradeLens, a blockchain based solution to the manual, paper-based processing in 
international trade. 
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.  
 
The challenges for TradeLens align quite well with the four pillars that we've already identified. Perhaps 
the key thing is that they're held back by the legal framework. Yes, they can do quite a lot digitally and 
and many of the important participants in trade are present on the TradeLens platform, but still it's only 
doing a small proportion of overall container trade. globally, though that could change quite quickly 
potentially. 
 
The question of networks was mentioned earlier. A challenge would be of course that that TradeLens 
is still a proprietary platform and that may create some issues around its adoption, issues again of 
governance and stakeholder interests, as a proprietary platform. Proprietary platforms can be viewed 
as very, very bad, but actually no, they do deliver a lot of good things, but they do raise issues about 
how you manage commercial incentives. 
 
Turning to the conclusions from our research. These do not come out quite clearly enough in the 
current draft as they might do. We've identified the four pillars and we've checked that against 
discussion of the requirements for digitalisation in other contexts. We emphasize the trust environment 
and the need for stakeholder engagement. We have also undertaken a business process analysis. I think 
the point is there that MLETR is necessary, but is it sufficient? Standardization and adoption it seems 
are most clearly achievable for some of these processes, but not all. So, for example, the transport and 
buy and pay processes should be at the forefront of digital adoption.  
 
The regulatory aspects are more challenging. Something Rebecca said earlier in her presentation this 
morning, which I'd love it to be true, but I'm not quite sure it is, is that well, if you if you get the 
digitalization right, if you, if you can set up standards then then it should be easy to fit with a great 
variety of regulations and regulatory barriers should become much smaller. But I suspect that it may be 
(and again it's another research issue) that you may have to work as Huw was suggesting quite hard on 
encouraging regulatory alignment. It doesn't mean having exactly the same regulations, regulations can 
be stricter in one jurisdiction than another, but they still have to be within the same digital conceptual 
framework as it were, so that you can use one window or digital interface to address the regulations in 
a variety of different countries. 
 
Question Can you tell us which of the areas of trade processing where digital transformation will be 
most valued and which are where there are the biggest barriers to adoption?  
 
I think that's a great idea. It's not what we've done in this paper, but I think that would be a great 
opportunity to work on this going forward.  More than anything, what comes out to me is there's so 
much more work to be done here to identify and quantify the opportunities. That sounds like a good 
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way to go forward. So, a lot more work required to clearly identify the low or the lower hanging fruit 
would be my conclusion and where the sequencing matters. 
 
Comment.  
In April we published a paper with the WTO on some of the adoption barriers for TradeTech, ( see 
https://www.wto.org/english/res_e/booksp_e/tradtechpolicyharddigit0422_e.pdf and also the launch 
video https://www.wto.org/english/res_e/reser_e/book_launch_12april22_e.htm ; and our earlier 
paper on MSME financing https://www.wto.org/english/res_e/booksp_e/tradedigitaltomsmes_e.pdf )  
This looks at the barriers both from the side of the fintechs and the side of the banks. For the record, 
that I'm hearing right now from the banks is that they don't really understand the solutions offered by 
the fintechs. They too complicated for them to actually follow what they offer. As someone who spends 
all day looking into these digitalization opportunities, I don't understand some of the problems that 
some of the TradeTechs are offering to solve. At the same time you've got a highly specialized, highly 
siloed industry which is operating in the very siloed industry of settlement and trade finance and that 
obviously isn’t good enough.  
 
One further comment. I was at the 48th annual conference of the International Trade and Forfaiting 
Conference last week in Porto https://itfa.org/about-us/ . Lots of heads of trade. Their big priorities are 
around not getting fined by the regulators, reducing operational costs and kind of dealing with the with 
the outflow of very highly trained document checkers and the fact they were facing a bit of a loss of 
talent. Low on their priority list is a lovely customer experience for their corporate customers. It's very 
clear that a lot of the Fintechs are focusing on priority number #4 (customer experience) and not 
priorities #1, #2 and #3 (regulation, cost base, scarcity of trained document checkers).  
 
Comment. I can understand that. I ran HSBC’s global trade finance business with trillion dollars of 
payments flowing through that business every year. The opportunity for me was around digitalization. 
Mong Kok in Hong Kong https://en.wikipedia.org/wiki/Mong_Kok is one of the most expensive locations 
for real estate in the world. We had 7,000 people sitting in Mong Kok processing documents, pieces of 
paper. Basically it's comparing messages, looking at the documents and then deciding whether or not 
to pay. They ran the primary risk checks in the trade finance world. So that's the reason they check the 
documents. They need to see if the documents complied with the payment requirements and then 
decide whether we want to pay. 
 
My biggest innovation in terms of digitalisation was installing three high frequency scanners. To scan 
all the payment papers and allow these all to put them onto those screens and then allow everybody 
to see what's going on through there. Then eventually we introduce some fuzzy logic, to spot duplicates 
and things like that. That was an expedient way of doing things.  
 
Well onto the blockchain and a lot of people have looked at this and sort of tried to something more 
comprehensive. We've seen three significant failures in the last year. We.Trade is one, a couple of 
others which have come through which have then failed as well. 
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/trade-finance-
industry-remains-hopeful-on-blockchain-despite-failed-projects-72557910   This is really, because, 
from a banker’s perspective you're really only interested in two documents. One is the invoice and the 
other one is the bill of lading. The bill of lading gives you control of the goods. The invoice gives you a 
measure of value.  
 
If you're in the supply chain world then you're much more interested in the logistical aspects. Is there 
a good physical delivery notes? Is there a shipping notice? The various documents that support delivery. 
I think the problem is the banks tends to sort of get involved in things that they don't really understand 
and they don’t need to understand.  

https://www.wto.org/english/res_e/booksp_e/tradtechpolicyharddigit0422_e.pdf
https://www.wto.org/english/res_e/reser_e/book_launch_12april22_e.htm
https://www.wto.org/english/res_e/booksp_e/tradedigitaltomsmes_e.pdf
https://itfa.org/about-us/
https://en.wikipedia.org/wiki/Mong_Kok
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/trade-finance-industry-remains-hopeful-on-blockchain-despite-failed-projects-72557910
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/trade-finance-industry-remains-hopeful-on-blockchain-despite-failed-projects-72557910
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Michael Short discussant. 
 
Yeah, and interesting. Interesting. One of the points that I'll pick up on is there are different 
stakeholders, different viewpoints, different requirements of working with different systems. One can 
digitalize different things for different reasons and it can be a mismash. The bigger picture, the wider 
context, we have to keep these in mind at all times.  
 
I think really good, interesting paper. We did some similar work ourselves with Seaside with colleagues 
earlier this year. Including Nick and members of the ICC, looking at barriers and opportunities. 
https://research.tees.ac.uk/ws/portalfiles/portal/37632098/Digital_Trade_Technology_and_Policy_B
arriers_and_Opportunities.pdf We found slightly different things, but there was a lot of agreement 
which is good. 
  
So first the introduction, sort of wider context, just picking up on that last point. Very much here to talk 
about digital trade. The benefits, challenges, opportunities where can we go with this, what are the 
economics, but there's also a bigger picture. Pull down, push on under the surface digitalization, it's not 
just about trade and trade associated systems.  Digitalisation is all over. So, NHS will heard in in the talk 
earlier. Factory automation manufacturing. 
  
And at the end of the day, everything kind of comes down to trade and business. The transfer of value, 
physical goods or services. So, trade is a kind of high-level overarching theme, but when we started to 
drill down, we moving into lots of different sectors and even taking the example of the NHS and health 
priority is patient safety, digitalization, digitalizing the right records, making sure with the right system 
are interconnected and making sure that we can improve the quality of service to end users, patients. 
 
But things like that cost money investment. We have to make sure with what we are doing makes 
financial sense. The higher level picture is business and economics. So the role of digitalization post 
Brexit in the UK, although it's a much bigger picture; post COVID which is been a global phenomenon 
shall we say; and the advice from the UN focus on science technology, let's gear up and actually do 
something for industry 4.0. Business trade is a huge part of that. 
 
So multiple sectors increase in recognition of the need to modernize sustainability. Netzero tackling 
climate change, and again, this ties in notions of supply chains, rules of origin, carbon counting.  
 
There are a lot of potential negatives as well as positives. Increasing competition is good in some 
aspects, but it's bad in others. Depends who your competitors are, how competitive they are and 
whether you're gonna be forced out of the market. Whether you can even get a foothold in the market. 
Resistance from traditional institutions, the large banks. We heard they'll want to meddle in things that 
they perhaps shouldn't be meddling it. They don't wanna lose the market again. Competitiveness, 
competition, potential for increased fraud, hacking into systems, people doing things that they 
shouldn't. 
 
And of course, negatives that that we should think about. We kind of make the assumption that 
digitalization is good and it's gonna make the world a better place and that everyone wants to go digital 
and be digital. And that's an incorrect assumption. 
 
We we've come across this ourselves when we look at a spargrid which is the digitalization of the 
electricity grid. And I've, I've actually got that as a kind of example of how a large gap can exists 

https://research.tees.ac.uk/ws/portalfiles/portal/37632098/Digital_Trade_Technology_and_Policy_Barriers_and_Opportunities.pdf
https://research.tees.ac.uk/ws/portalfiles/portal/37632098/Digital_Trade_Technology_and_Policy_Barriers_and_Opportunities.pdf


 

44 
 

between: on the one hand, behavioural assumptions that we would talk about in the workshop and in 
lectures and put in our models and work out in our economics; and on the other what we actually 
observe when we implement pilots and get things working in the real world.  There are some good 
pilots open, running around advanced aspects of digital trade and it's very, very topical. I think some of 
the 1st fully legal transactions around MLETR we're put in place, was it 4-5 weeks ago. Nick will perhaps 
know, around finance, documentation, logistics, everything end to end in trade between China and 
Australia. Yeah, sure. Highly, highly topical. That's with within the last month. 
 
What happens if we take a lesson learned from that pilot? Make assumptions, roll them out? What we 
find is that when we roll it out at scale, we don't see what we would expect and some of the benefits 
are not always working out. So a caution about assumptions on behaviours. 
 
Definition of digital trade be useful to have a kind of agreed definition of digital trade.  

 
 
We have agreed standards that MLETR the UN data models and so on. So why? Why don't we have a 
unified definition of digital trade? If we can't agree on the definition of trade. Then how come we agree 
on all of the other aspects? It will be useful, just to have that. We picked up on this in our report and 
took the OECD definition and tweaked it a little bit to take into account that transfer of physical goods 
in physical trade is changing completely due to additive manufacture. In NICE last week at a conference, 
Smart Cities Conference, we had demonstration of 3D printed food, how to make a carrot look like 
really nice French eclair and you are much more likely to eat it if it looks nice. 
 
We're moving into uncharted territory here. A clear definition would be good. If you could buy a 
hamburger from service. You can go on Uber eats and buy hamburger from McDonald's. You're not 
actually buying physical piece of cooked food that arrives through someone on a pedal bike. Instead, 
you're buying the recipe in digital form and instructions for 3D print out how to make that in your house 
from raw materials, which are basic foods stuff. Make sure the different nutrients, carbohydrates annd 
what have you and you just print it in your own house and it's a big Donald's burger. How does that fit 
into the definition of digital trade? Think about it carefully, just some feedbacks. 
 
Comment. There is a discussion in ISO about identity. You're referring to buyer and seller, but how can 
you be certain who is on the other side? It matters a lot.  
 
If decisions, decisions are being by entities that could be AI based, automatic trades on the stock 
exchange for example. If something goes wrong, or if there's a legal implication to that, how do you 
hold an artificial intelligence to account? Same issues with driverless vehicles? If the driverless vehicle 
mixing mistake, how can you sue an artificial neural network that's been trained on data captured by 
Google? 
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So, one thing that came across and from the definition, certainly in the early part of the paper, and 
digesting it in a bit more depth, it's seemed at first glance that you were focusing on just the paperwork, 
I kind of got that impression. And so OK, we've got MLETR, ICC toolkits and we've got big cloud platform. 
We know 2/3 of the cargo handlers are already in this cloud platform. So is that not problem solved? 
We'll just get the laws through and again, as Alistair says, are we missing the trick? Should we not be 
seeing right, should we not just ban paper altogether, push it through, stop messing about. And is that 
the problem solved? See slide. 
 

 
 
Potentially, potentially not. 
 
Comment Could you argue that that's the big move and it’s the time for the UK to make this move now? 
 
Comment It costs more to process paper, than it does to process electronic. The problem is that unless 
people see tangible benefits, they won't change their behaviour. Guess banning it is the nuclear weapon 
option. But then the other option is really saying, well, you know, if you want the tax bureau to sort of 
stand the document, that's gonna cost you 15 pounds.  
 
Comment Phone standards can go with first mover on those kinds. It’s about the system of incentives 
and disincentives. 
 
I'll touch on a very similar point soon. This is more than just going paperless, it's deeper than that.  
I think the introduction you could maybe stress that point a little more.  
 
Technology don't need to dwell on this: Big data. Digital identities, Internet of Things, Sensor Nets, 
Geolocation,  Blockchain, there is  loads going on. 
 
One thing did that comes over as well is that we can't treat trade in isolation. The business process 
analysis was slightly outside my field of expertise, but I was very impressed with it. I think it could be a 
cojoined for the more standard systems analysis by sector, because the business systems are not 
operating in isolation. So if 2/3 of cargo handlers including some of the biggest players are using 
TradeLens cloud based system. Then why? It's so little events and logistics and information about the 
cargo container moves jot there. Why aren't more events being logged?  
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Comment The interesting thing is that when you look at this trade window type things. The pinch point, 
to use the term from military strategy, the pinch point is always where you bring the things through 
cargo handling. Because they will release the guarantees or the bonds to the customs bureau, because 
everything has customs on it. They’ve got huge amounts of power over standards. Then of course, you 
have to release the monies paying for the guarantees or bonds, which are being created at that point 
as well. So there's lots happening at border crossings. And in places like Africa, there's so much of the 
revenue comes from the border crossing. That's where they levy the charges. If they're exporting 
copper, they don't wait for the copper to be sold on the other end, they levy their charges at the border. 
You need the money there. 
 
Yes, there's lots of there's lots going on at the border. That's true in terms of equipment handling as 
well.  
 
Comment The tax authorities are integral to enforcing VAT and watching the stuff you pay more VAT if 
you don’t have the right invoices. The same is true of customs declarations, they are essential, you get 
charged if you don't put in the right declarations. Those type of things. 
 
We worked with PD Ports, in Teesport https://www.pdports.co.uk/ , in a UKRI  project on energy 
management and digital twinning in the port. They use the Navas  https://navasshipping.com/ 
warehouse handling operating system and standard automations on the power electronics using power 
logic controllers (PLC) for example from Op=tec systems industrial internet. Those systems were 
working in isolation. We had to get legal permission to enter the cargo system and to take a data dump, 
protecting all kind of industrial secrets that are in the models of the cargo systems and protecting the 
data. We were not allowed to interfere. To put data back into that system.  One of the barriers that we 
have to moving onto demonstration, the next stage of funding, is that the port would have to go 
through all kinds of recertification, health and safety executive, the safety critical systems. It's very, very 
difficult to interface those systems with other systems.  
 
We found that the cargo container movements, which has happened in the port we picked up the traces 
on the different PLC's and inconsistency with the record of it held on other software and systems. So 
all kinds of things. The reason for things like this happen, it's actually behavioural know how that they 
use in operations, pre-emptive container moves, because they know which ships coming in and so what 
has to be where in the middle of the night. Just get it done in preparation for the next shift coming in. 
Not a huge amount of this, but there is a mismatch between what's actually happening and what's 
logged on the system. And if we want to get rid of things like that, system integration, great, that the 
operators are used and then applying this heuristic knowledge, but it's not being logged. That was one 
thing that that came out. 
 
The four pillars would agree standardization. Interoperability. Having an ecosystem bringing the 
stakeholders together, or agree in principle with that analysis.  
 
Business processes documentation. Very comprehensive list to me as it kind non business expert and 
certainly some them I found very useful in terms of my understanding of the of work in input, export 
and transportation. What I thought might be useful would be sectoral quantification. The statement 
you found great scope for digitalization, paperless trades that involve a financial transactions in 
payment and transport documents. Is that true across all sectors or could it be broken down?  
 
Maybe the SME in Berlin manufacturing automotive parts and I see a deal now with a, you know, 
movement of parts across the channel between Nissan and what have you, so the paperwork that the 
SME owner in Berlin might be dealing with or, you know, in the Northeast or in in the Midlands, might 

https://www.pdports.co.uk/
https://navasshipping.com/
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gbe completely different potentially the paperwork a farmer in Kenya might be using. Pesticides. 
Phytosanitary. 
 
So in addition to the financial aspect, it could be useful (although potentially a huge amount of work) 
to look at certain other viewpoints, geopolitical, geographical and sectoral that I think that would give 
real, real really valuable insights to different stakeholders. 
 
Comment We talked about financial inclusion and things like that up to that level. There's one where, 
yeah, the tendency of mostly is emerging markets just produce commodities and produce agricultural 
products. They don’t produce manufactured items, but they're importing manufactured items. So to 
my mind, there's a balance that has to be struck between the, you know, what we are exporting to 
them and what they're exporting to us. The degree we can rebalance the terms of trade. It’s a standard 
trade treaty discussion, I will open my markets to say roses and I want you to open your market to 
chillies. There is an issue in terms of fairness. There have to be mutual benefits. 
 

 
 
And picking up on the point, should we push through and get rid of paper altogether in the UK? Would 
that be a good thing to do? Potentially yes. The stakeholder analysis we did earlier, went back and back 
to one particular stakeholder group multiple times, as I say they are as or more important in terms of 
trade in UK as anyone else and they just didn't have any comment on digitalization and adoption of new 
laws, which would make their life easier. Any idea who this was? It was the Road Haulage Association 
that were not bothered. 
 
Comment So that's the problem when you get any change of this type. You don't actually save 100% of 
the cost. You save me 20% of the cost because we're still doing the other things. Getting rid of paper 
would be brilliant, look at the benefit, would have been getting rid of the 6000 people in Mong Kok. 
That would have released $7 billion into the bank’s core capital. Incremental change, getting rid of a 
few people proc3essing paper wasn’t really that valuable. 
 
Lessons learned pilot and expectations. So we done some analysis, demand response, getting users to 
shift energy consumption. Not just large users, industrial players, but smaller users and again it depends 
on the context in and who they are.  
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What we found talk about demand response, one aspect of smart grid, even though people are very 
keen to participate, it just doesn't have the penetration that we would expect. And even in 
communities, for example, Finland where they are very much on the front foot digitally. Very driven by 
the green agenda, concerned about the environment and still we don’t see the penetration.  
 
The colleagues that I work with, when we design and digitalize and make assumptions about how 
people are going behave as actors in a particular situation, then we should pilot and then take feedback 
and reflect their views in our models and base it on empirical data because people don't always behave 
the way we would want or expect them to (see slide).  

 
 
Comment. Are they using any form of modelling language? 
 
Yes, simulation tools. Co-designed. UML. Integrated systems IP based systems.  
 
Final thing from me, a sectoral comparison. You picked the NHS. Really useful, really good. Another is 
factory automation. Integration of multiple different protocols that kind of sprung up in the late 70s, 
80s, 90s. How do you deal with this mass of different protocols? Modus profibus. Look, it was a right 
mess. What resulted were efforts at unification through IEEE standards like OPC – UA, unified 
architecture for process automation. So that could be potentially a sector to look at.  
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Also you could look at logistics and supply chain in the military, not something I am, overly familiar with, 
but it would be interesting to compare what the military do, in terms of logistics, because that has to 
be has to be reliable, mission critical. 
 
And we could have a deeper discussion of Fintech. 
 
Again, how much you would want to fit or could fit in the paper, but again the is issues where is the 
focus: is it on paper or on all of the associated processes involved in trade, that up for discussion.  
 
Comment. I think this goes back to this morning’s discussion Rebecca. Rebecca was talking about the 
macro. Huge amounts of paper in the trading system, removing that frees up enormous amounts of 
capital in the system, and the value of that morphs the economic costs. So you just it's not just the cost 
savings for the trade participants. What will really get banks excited about this stuff is the potential for 
their own cost savings, reductions in their core capital. I’ll give you an example of a client of ours from 
Madagascar. A microfinancing company with 177,000 customers taking small loans for export. What 
we didn’t realise, their customers were taking the money that they borrowed and going down the road 
and sending it on to the United States. When we integrated this into our lending mechanism, making 
its almost compulsory that they had to use us to send the money overseas. This significantly increased 
the value to us significantly, $20 million a year of additional payment processing. There were negative 
consequences for the guy who was doing the export, but for the sellers for these guys, they’ve now got 
an integrated system where they can control what's going on. And that's just Madagascar. 
 
Comment I would say with regard to the nuance of industries and the adoption of digital trade, that 
different industries behave differently. If we think about the digital transformation for say a car 
manufacturing, our perception of car industry today is going to be completely different in 10 years time 
than now. It's going to have a different business model. They're going to be providing services rather 
than cars as a product. So when we think about in our today's term about what the final industry is, in 
5 or 10 years’ time an industry definition could be completely different. So, there is some kind of a issue 
that when you start to classify digital trade for specific industry, you might miss a lot of development 
through digital transformation that has already happened. The type that is happening already in specific 
industries, so that's something to think about. 
 
Michael Short I would agree. It's snapshot. Any analysis is only a snapshot of where we've been, where 
we are now and where potentially we will go in the future. And I think this overall concept of making 
conditional predictions. Make sure we're forecasting for a certain interval, but then if we apply things 
and run pilots or roll it out in specific sectors to measurements, then reformulate our models, re-
evaluate, reforecast. A kind of rolling horizon forecasting, update with as much information as we've 
got. You're right the automotive sector requirements now are vastly different to say six years ago. When 
the emphasis was on electric vehicles, as procurement of rare minerals for battery manufacture, a lot 
less focus on that which is reflected in supply chains and the business requirements of the 
manufacturers. 
 
Comment Could we go back to your problem and how it is solved? Why don't we just say yes it is solved? 
Oh, at least where do we say that it is solved? Is MLETR a kind of HTTP moment. Now we can expect 
the big tech firms to solve the rest. Bigtech may be able to solve it with a bundle of services, delivered 
via a platform. 
 
Short Yes, but it will still need a managed transition, move, move with it with clear focus and taking on 
feedback. How is this going? One small pilot and take feedback from the pilot to correct the wider 
rollout. 
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Comment I would suggest that there's one issue that can be discussed further, which is instant 
payments. Instant payment will change radically the way how we deal with money along the supply 
chain and the European Commission at the moment is preparing for in fact, that based on analysing 
responses for the administering capital reserves and all of that, so that is an area which I have not seen 
here today yet. 
 
Comment I think typically in corporates the payments cycle is different from the trade cycle. They're 
not having any explicit link from the payments to the underlying goods or services. Now, what could 
happen in the future is that we will need those things move quickly together because that's all down to 
the working capital.  The issue at the moment is that those big companies like Tesco are making lots of 
money out of the fact there obtaining their working capital from their suppliers, so they don't want to 
pay them quickly. They would rather pay them in 90 days and use their working capital in the meantime. 
Interjection So they need a company like Greensill. [laughter]. 
 
Comment I think that something’s really going to change around inclusiveness too, so if we start to get 
smart legal contracts and we get running with instant payments, the big buyers are going to come 
unstuck a little bit because they would no longer have an opportunity to hold back and spend on 
something else. That will re balance the power that totally holds back 96% of the economy, which is 
always an issue. Non payment terms will reset these relationships.  
 
Comment. I think worth going back to this whole issue of working capital, which as a banker is central.  
The ability to do just in time payments is very powerful, if you can link the movement of specific trade 
goods with the payment, that's a massive thing. I was telling someone earlier about my experience with 
Brazil foods, not necessarily my favourite customer because they cut down lots of rain forest to make 
the chickens but they export $14 million worth of chickens around the world every year, they want 
funds 67 days before those chickens arrived in the Middle East. So, they want to get their DSO down 
below, 45 days. So the solution we offered was very simple, just give me you give me your invoice, and 
a document showing that it's been loaded on the ship and give me an H5N1 certificate. Then I'll give 
you the money five days after you produce the chicken.  
 
Comment This is a very important aspect. Which also deals with the buying power. I was more referring 
to instant payment as a means to pull money from a bank account piece. You're right. With smart 
contracts and modern technology, everything else there is absolutely no difference anymore why 
payments could not be done on the fly, and if you do that then you have to take the human out.  
 
Comment You have to look at it from a corporate treasury perspective.  July next year we may have 
instant payments in US dollars.  90% of commercial payments are in U.S. dollars. So but now has a 
potential to do what happened with faster payments in the UK and when I first started doing faster 
payments back in 2006. Pretty much all banks said this is a waste of time. Why? Three days is fine. Now 
87% of all payments in the UK are going to be faster payments. Working capital is where the rubber hits 
the road. People preserving something they want to keep and against those people who need it.  
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Panel 2: The political and business challenges: adoption across the value chain of international 
trade  Clare Bottle, UKWA  Nick Davies, Centre for Digital Trade and Innovation, Teeside. Chair, 
Deepesh Patel, Trade Finance Global.   
 
 

Moderator, Deepesh Patel, Trade Finance Global.  
Let me start with introduction to everyone and thank you thank you very much for having a minute I'm 

I'm editor at Trade Finance Global and we are one of the largest publications in international trade and 

supply chain finance. We also have a financing platform, around 11,000 corporates coming to us each 

month looking for financing and structuring that financing via our platform. So, I guess I have two hats 

one, the voice of the corporates and the financial institutions and also the education and analysis. We 

have written few white papers which I how I have met Alistair, one with the WTO and the ICC on trade 

digitalization and one on SME financing in emerging markets. We created the first blockchain trade 

finance periodic table, mapping this activity. It was covering around 34 projected and has grown to 

around 52 projects by one and a half years ago. Looking at all the projects using blockchain for trade 

finance, in my personal opinion, there's a wider question around other types of technology on new and 

emerging and developing technologies and their use cases in trade finance. The other piece has become 

more apparent and Clare may have mor to say on this, we're in quite a siloed industry still. The freight 

forwarders don’t talk to the banks and there is a wider question: should they, because that’s how things 

work at the moment? Clare, I will now hand over to you. 
 
Clare Bottle Chief Executive from Warehousing Association 

Thank you. I am Clare Bottle. I am chief executive of the UK Warehousing Association. I’ve got about 10 

minutes of commentary to begin with, so I hope you're going to find that interesting. Warehousing has 

grown in the UK by about 32% since 2015 , by that I mean the footprint of space in the UK and I take 

that to be evidence that we're holding more stock as a country in the UK.  

 

We are a trade body, so we're a membership association and it’s companies not individuals who join 

the UK warehousing association. We hit 900 members on the 1st of August.  ~We are in growth so our 

organisation is going as well as our sector. From our members, we get very very few questions about 

the specific points on digitalisation of international trade and I think that goes to Michael's comment 

when he was saying you know trying to engage with the road haulage association felt like a bit of a brick 

wall. It's not necessarily something that companies are particularly keen.  

 

I would say the exception to that is an automotive supply chains. We have some warehousing members 

of ours who are pivotal to different automotive supply chains who are really bothered about the switch 

in customs declaration forms from CHIEF to CDS (https://www.carousel.eu/en/insights/preparing-for-

the-new-customs-declaration-service-chief-becomes-cds/,  https://itsupplychain.com/cds-is-here-and-

this-time-its-for-real/ , https://www.aircargonews.net/policy/government/uk-customs-offers-

continued-use-of-chief-in-urgent-cases/ ) and that's the thing that they ask us about. So, even then, it's 

not about these kind of broader issues about overarching digitalisation. They want to know what am I 

supposed to put in this box, now that this system has changed, that's the sort of thing people ask us 

about. 

 

https://www.carousel.eu/en/insights/preparing-for-the-new-customs-declaration-service-chief-becomes-cds/
https://www.carousel.eu/en/insights/preparing-for-the-new-customs-declaration-service-chief-becomes-cds/
https://itsupplychain.com/cds-is-here-and-this-time-its-for-real/
https://itsupplychain.com/cds-is-here-and-this-time-its-for-real/
https://www.aircargonews.net/policy/government/uk-customs-offers-continued-use-of-chief-in-urgent-cases/
https://www.aircargonews.net/policy/government/uk-customs-offers-continued-use-of-chief-in-urgent-cases/
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But of course more generally, reliable transport is absolutely key to productive warehouses, so when 

you're allocating resource in a warehouse to say I'm going to use these forklift trucks and these people 

to unload that lorry which is due to arrive at 11 and then if it doesn't arrive that is immediately going 

to be a hit on productivity. So more broadly I think the principles of making trade more efficient are 

definitely really important for warehouses, despite what I've said about the fact that we don't get a lot 

of enquiries about digitalization in the context we are discussing it here today. 

 

Nevertheless we do a lot about digitalization and in fact we had two events last just last week with our 

members talking about digitalization and I'm just going to draw out a couple of the things from those 

which feel a little bit tangential but I think there might be some relevance for what we discussing. First 

a event with Cambridge University they have an initiative which they call a digital manufacturing on a 

Shoestring, they broadened that out to digital logistics on a Shoestring and it's very much aimed at 

SMEs and they've told us about a couple of pilots that have taken place with UK WSM in warehousing 

for adopting digitisation.  

 

One example was when you're off-loading a vehicle, which I mentioned before, with palletised goods it 

is very easy to predict how long that is going to take to offload that vehicle; but if you're off-loading an 

international container, then it can be very difficult to predict how long that will take depending 

whether it's got 100 boxes in it or 3,000 boxes in it, if they have to be handled off individually or if 

they’re held in a different format.  

 

So the use of a QR code has been piloted. It sounds so simple, it is beguilingly simple, but using a simple 

mobile phone scan the QR code when you start unloading the trailer and then scan a different QR code 

when you finished unloading the trailer, immediate access to that kind of information has transformed 

the way that the company can price up those jobs when they're talking to their customers. 

 

Another simple example from the same Cambridge University project uses a vibration sensor, that cost 

about £200, fitted to a forklift truck, you can measure four different types of read out from that 

vibration sensor one type that says switched off and nothing's happening another which says it's 

switched on and not moving the third one is it's moving about that it's not carrying anything and the 

fourth vibration type is a vehicle is moving about carrying some kind of goods. Again, insight into that 

kind of information has been really transformational for SMEs in warehousing in the UK  

 

Why might that be important? Well two of the key learnings that we picked up through this: firstly that 

people on the shop floor have a very high level of digital literacy, often well beyond what's expected by 

their bosses; and second that ownership is absolutely key. Both of these projects have worked 

efficiently and effectively because the people on the shop floor can see the benefit for them and have 

been involved in tweaking and modifying the project to make it work within the context of their day-

to-day tasks and lives.  

 

The other event we ran that I am going to mention was sponsored by a company called Nulogy 

https://nulogy.com/   who do technology for co-packing. I'm going to try and precis this to make it easy 

to understand. Has anybody got a cat? Anybody got a dog? Have you ever bought your pet a Christmas 

present? I know this sounds ridiculous, what has this got to do with anything.  

Think about buying pouches of pet food. At Christmas time you can buy a number of these pouches 

bunched together and that activity of putting separate pet food pouches into a Christmas pack is what 

https://nulogy.com/
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I would describe as co-pack. It is a kind of quasi-manufacturing activity that extends the scope of 

manufacturing activities, increasingly takes place in warehouses. When companies do a digital 

transformation they ignore it because it's too complicated. 

 

So, the workshop we had last week was to talk about that type of co-pack. If you can digitise that, is it 

worth it, because it's a complicated part of warehousing life. The two big advantages are to do with 

financial accuracy and safety. By that what I mean is that the individual pouches have a balance sheet 

value and when they are transformed into a different SKU, a different product they have a different 

financial value and if you scale that up in your imagination, that could have a balance sheet impact so 

being able to track in real-time that co-pack activities is proceeding,  is valuable for having more 

accuracy on the balance sheet. Secondly, if you have a product recall, where you say oh you know we 

messed up the tuna flavour, but the chicken is fine, how are you going to do that product recall if you 

don't know which batches went into which finished product?  

 

So, again the advantage of digitalization is immediately obvious but it's definitely something that our 

members are talking about. At the second of the workshops the one I just described we had a 

participant there from a member company called BotsandUS https://www.botsandus.com/ . They do a 

type of robot which drives up and down warehouse aisles taking millions and millions of photographs 

to work out whether things are as they should be, comparing what's showing in the warehouse 

management system records with what is physically in the warehouse. So for example it will report by 

exception to say: your system says that there is half a pallet in that location but that location’s got a full 

pallet, something's wrong. Allows people to be directed to manage by exception rather than carrying 

out tedious perpetual inventory checks in warehouses. 

 

I think that may have implications for the blockchain and the reason why I say that is because I think 

back to my starting out in warehousing when I was a youngster on graduate training in the 90s.  I would 

be dealing with all the paperwork that had a seal number written on it but then you had to walk outside 

and look on the container and see whether this matched the physical seal number. I think this is key to 

all of our discussions about digitalization, it’s all very well in blockchain having veracity of records,  

but you always need to check whether that matches physical reality, (not withstanding the example of 

printing 3-D food which somewhat blew my mind!). 

 

A final point, something else from my own experience, I used to work for a major consumer goods firm 

here in the UK managing their warehouses and we implemented SAP. I have never heard anyone tell 

me that an SAP implementation went brilliantly, this one went really badly. The thing which we learned 

about our own business was that it's all very well thinking that your order is going to be the perfect 

order but fewer than 50% of our orders with a perfect order.  What I mean is that where retailers and 

wholesalers were ordering goods, in more than 50% of cases there was some kind of mistake: a 

customer ordered something that wasn't on their profile, or they were not supposed to order less than 

the minimum order quantity, or they ordered something that was out of stock, or they ordered but 

then they changed their mind and changed the order, or they ordered something it arrived damaged 

and then returned it. I think from a practitioner’s point of view, we just have represent what really goes 

on in a granular level in warehouses in the UK. I think we ignore at our peril the fact that things go 

wrong quite often. 

 

https://www.botsandus.com/
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Moderator. Thank you Clare. We will save questions I think until after we hear from Nick if that's ok 

with you 
Nick Davies from Director ICC Centre for Digital Trade & Innovation  
Thank you very much. My name is Nick Davies and I'm a director of the International Centre for digital 
innovation. I'm actually on secondment from His Majesty's Revenue and Customs, I have got to get 
used to say after 30 years in the department. Clare’s contribution is a reminder that this is not just 
about ones and zeros on computers, there is a real world of trade out there.  The emphasis of the centre 
is on doing stuff. The time for slides and conferences and symposia is over. We need to get out there 
and test this stuff and show that the sort of figures we heard from Rebecca do actually stack up. That 
we can work the logic from the individual savings and individual benefits we can generate in individual 
use cases, that these can then actually scale up to reach some of those high potential figures that we 
are looking here. I will come back to what we are doing with Singapore in just a moment. 
 
Sticking with the presenter’s “rule of three”, what I have got are actually three rules of three. What 
strikes me is that there are three modes of existence that we are interested in bringing together here 
– that is (i) data, (ii) the physical and (iii) the financial.  I think what we've heard today is that we can get 
technically get all three of those all captured in the same digital environment assured by the same 
processes and within the same ecosystem and everybody's decision-making, who has to make a 
decision, commercial or regulatory, can be the better for it. This is what we are aspiring to through the 
work of the centre, is to establish that digital environment, I call it a “utility trade network”. It has to be 
a utility, it is not commercial. It has to be interoperable and apply to everybody.  
 
I absolutely get Alistair’s analysis, I think the ICC got up to 57 documents,  you had 64, but I think there 
are only three types of document, there is (a) the certificate of origin, what is it? (b) the bill of lading, 
who owns it? and finally (c) the promissory note or letter of credit, who's paying for it?  Those are the 
essential functions of a supply chain. 
 
So, in order to achieve the digital environment that we are seeking to create, instead  of a thinking 
about how we digitalize a bill of lading, and inventory, a promissory note, we must ask ourselves what 
are the function of these documents that grown up 300 years of doing trade and how do we meet the 
requirements to meet the requirements and functions of those documents and ensure they are served 
by the same bit of data. So, don't digitalizing existing documents get rid of them. Do things digitally. Its 
like the old joke “if I was you I wouldn't start from here”, start from where you want to be.  
 
The UK ministers at cabinet level have committed to having the world's most effective order by 2025. 
At the moment, my personal view, the Singaporean, the UAE and the Dutch borders are better than 
ours, just now. So, I think we got the potential to be that world's most effective border, but we better 
get on and do it. In order to do that, we have an awful lot at our disposal. First of all we have the 
technology, we have a lot of technology going on in the UK which we can exploit to the hilt. We have 
the DSI standards I think it's somebody is said it's not a new set of standards, its picking the best in class 
from WTO, ISO, these are in our view with a good deal of consensus. Thirdly we have the law. I was at 
at event in the palace of Westminster on Thursday, just before we had the news of the Queen’s passing, 
but it was a group of people there to say we are due to introduce the electronic trade documents bill 
this week. Unfortunately, because parliament is now in recess, that will be delayed by a couple of 
weeks. That is transformational. It means that from the time that bill achieve royal assent, which we 
expect to be in May or June next year, it shall be lawful for any and all of the documents that we listed 
here to be done digitally.   
 
Have all the other G7 countries got that yet? It is possible that Germany could get in quicker than  the 
UK. The only other G20 country up to this speed is Singapore. There are seven others, including some 
of the Arab states, that have already done it.  That is saying that there shall be legal force to the 
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exchange of the documents that hitherto, the only way which you've been able to evidence your 
ownershop or guardianship of a physical good, is by being in possession with scribbles on it. We can 
copy pieces of paper, we can steal bits of paper, that’s why there is $200 billion a year worth of trade 
based money laundering.  Never mind how much fraud is going on with double financing and so on. 
The phrase that kept coming up at this event, was “no brainer”, this is really a no-brainer we should be 
passing that law as quickly as we can and we should be getting on with it. 
 
Our focus at C24DT is on the bill of lading, our focus is on that that because this is probably the 
document that carries the biggest weight in the course of an international transaction. If we can 
tokenise that, if we digitalise that, we can probably digitalise everything else. 
 
I would go further, I would say, let's get everything we need generated up front. So, say I'm a soft fruit 
farmer in Kent and I'm so far been selling my fruits to France and of course that is now a third country. 
I am put off with actually sending it now because of the paperwork it's just all too difficult. But in my 
future, he or she is able to go to a digital environment, sensible website which asks me, “what do  you 
want to do”, and  I can say “I want to sell strawberries to France”, and I am told “This is all the data you 
need to enter to satisfy all, and I mean all, of the actors in that supply chain regulatory, commercial, 
legal the lot. Enter all that information upfront and our research shows that it's only about 5% more 
than you would enter at the time of striking the bargain the first place.  Put it in an environment where 
it is not just assured by the ecosystem, but also accessible to all of those actors, with access carefully 
calibrated to match their permissions or their entitlements. That’s it. That’s all that’s needed to trade 
compliantly. The bank can see when the conditions on the bill of lading are met. The phytosanitary guys 
can do their stuff based on the certificates put in place right up front. The lawyers can be assured that 
is has all been done correctly. The customers are all happy. We are way.  
 
That seems to me to be doable. It's not the technology as they say it's the people.  We need to actually 
need to get stuff done.  that's why we are working with Singapore in the first instance. We have very 
good relations with the MTI the ministry of technology and information in Singapore and they have 
delegated their delivery process to the IMDA, the digital arm of the Singaporean government. The same 
thing has happened here. DCMS have given us in the centre the mandate to do that, so we will be 
heading off to do a test of the e-bill of lading later this month and we doing the similar thing with the 
banks on a similar thing with the e-letter of credit and open account trading through TradeTrust and 
SG Tradex, those platforms that already exist. . 
 
Beyond  Singapore we’ve got the Netherlands with Naviport and Portbase, we’ve got BConnect in the 
Mercosur countries (https://www.wto.org/english/res_e/reser_e/pres_busarello.pdf , 
https://na.eventscloud.com/file_uploads/2b31617a7342fd0a0a7c8d87ba2730a6_FABIANVARISCOAFI
P-bConnect-MERCOSURBlockchain.pdf ), we’ve got  Australia, we’ve got Flanders with their NextPort. 
These guys are already ahead of us. We have got to do this on a bilateral basis initially but always have 
interoperability at the forefront. We welcome anybody who wants to join us on our journey. We are 
not paying anybody anything. It’s all open. It’s all collaborative. Its all standards based. Anybody is 
welcome thank you very much.  
 

Moderator It is interesting, it’s the same as I hear last week for the first time. That the law is way 

ahead of the technology. Does anyone have any questions or comments. 
 

Question.  In the legislation, as far as you know it, is there going to be a sanction on those who 

fraudulently misstate information? 
 

Davies No, the law itself is just three or four pages long, it just says that it shall be lawful for you to 

meet the requirements for providing these documents in digital means. All the rest, the law of agency 

https://www.wto.org/english/res_e/reser_e/pres_busarello.pdf
https://na.eventscloud.com/file_uploads/2b31617a7342fd0a0a7c8d87ba2730a6_FABIANVARISCOAFIP-bConnect-MERCOSURBlockchain.pdf
https://na.eventscloud.com/file_uploads/2b31617a7342fd0a0a7c8d87ba2730a6_FABIANVARISCOAFIP-bConnect-MERCOSURBlockchain.pdf
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the Carriage of Goods Act, the Bills of Exchange Act, all it does is enable it doesn't compell.. It only 
enables. This is a trouble we've got to make sure that not only that the bill actually passes into law but 
that people actually use it. So the approach that is central to achieving its effects is using the period 
during which is passing, the space provided through the parliamentary process, so that on the day after 
royal assent will be able to do and do a real live transaction.  
 

Comment. Law Commission an LawTeach have identified that the laws that already exist actually fulfil 
the digital world. They don’t really need to change. Its very marginal change that is required. We need 
to enable.  
 

Davies Yes, definitely. If I may. The critical thing here is distributed Ledger technology/ We heard from 
the law commission professor Sarah Green, a brilliant speech. The game changes I distributed ledger 
technology, because what DLT enables you to do, with a line of code not a document,. is to demonstrate 
good title and unique rivalless transfer. So,  you could now evidence what a bill of lading currently does 
but on a piece of code, in my view much better and much safer. It should take risk and cost and time 
out of every single transaction.  
 

Comment. You put in the evidential trail. 

 
Davies You add the smart contract into that as well, and Sir Geoffrey Vos, who is the head of civil justice 
here in the UK is a big advocate of this, 80% of all well trade is governed by English law so we got a 
major opportunity at the at the forefront of all of this. So we can make the answer to Michael’s question 
a big yes.  
 

Moderator Question We speak to a lot of larger producers and traders who you are implementing 
tons of really good technology, for example the sensors which to look at the temperature inside the 
soybean shipment or whatever. What's it actually going to take for the owners of the warehouses to 
adopt, it sounds great but why isn't happening now? 
 

Bottle  I think you're certain extent it is happening now. What we're seeing is that there's a range of 
different types of technologies I think DHL did some research that said something like 80% of 
warehouses don't have automation in them, but by automation they were talking about robots, but the 
majority of our warehouses have got some kind of automation whether it's you know conveyor belts 
forklift trucks or cranes and lifting equipment and all of those things are operated by  some sort of 
computerisation so I think the step towards digitalization is not so far away from how warehouses have  
always operated. 
 
I think perhaps some of the challenges are that there are lots of different things out there and people 
who have operations to keep running, they are a bit risk-averse they don't really want to jeopardise 
their customers by trying something if they're not very confident it's going to work well. I think this is 
part of the advantage of the sort of shoestring concept that I was talking about before; it is to dip your 
toe in water learn something about a digital technique that is not going to break the bank and if it fails 
you can “fail faster” and move on.  
 
The sort of the hidden advantage of doing things like that is that it also helps to upskill and make more 
confident the workforce, so that people who have an aversion to getting involved in technology can try 
something, see how projects like that ought to work and feel more confident and better equipped to 
try the next thing and the next thing and maybe something bigger, more complicated. 
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Moderator I guess from a financing perspective and a risk perspective, by having more of a guarantee 
that the product and it's not moving around you can hopefully bring down the cost of financing and 
make a lender more comfortable around the stock financing facilities in the warehouse as well. 
 

Bottle I guess so. A lot of our members are 3rd party logistics companies so they don't own the goods 
inside the warehouse, they're selling a warehousing service and storing things on behalf of other 
people. But there always question of title and about insurance. In fact the UK Warehousing Association 
has a set of conditions of contract that sets some of this out quite clearly, but we also have what we 
call logistics users or own account within our membership who own the goods as well and in both cases 
you know there's a kind of practicality to it.  There are lots of stories about frauds that take place and 
stock which is missing,  
 

Comment My experience is in other countries where there are very large levels of fraud happening 
and they are trying hard to get a point where there is a level fo trust in what their inventory 
management systems is saying. 
 

Bottle. I think it goes back to the point that was made earlier. The physical stock needs to match up 
with the digital record and also the financial reporting.   
 

Question. This relates to the ARFIT program which Nick knows very well because he and I worked 
together on the ARFIT program and when the key things that we found from the ARFUIT program was 
to look at the end-to-end supply chain and the right from the producer through to the consumer. One 
of the points of that I think that is that there are many documents required to actually get the goods 
from the producer to the consumer. I fully support you and Nick and I've discussed the e-bill of lading 
over a period of time but, as I think he’ll agree, this is only one of the documents required to get through 
the declaration process and to meet the requirements of the 27 UK government agencies. So although 
it's a thread through that end to end supply chain it's only part of the story. 
 

Davies Yes, I agree Mike, but I think most basic, the requirements of all those 27 agencies that operate 
at the border is exactly the same as everybody else  involved in international transactions. What they 
need is reliable real-time data about the transaction. If you need the phytosanitary stuff, if you need 
sulphate stuff, if you need the proof of origin you add that in.  
 

Comment You need to build out as we always said from the ARFIT programme. Looking at other supply 
chains, what you don't try and do is a big bang, but also as we discussed within the ARFIT program, it 
then has the ability to extend to the smart legal contracts, to trade guarantees and to the inclusion of 
blockchain or DLT based payments using quantum light technology.  
 

Davies. Absolutely agree. If you can get the data assurance through things like on internet of things 
and and geolocational data and tracking and have all that confirmed within the same environment and 
its atomic settlement at the border through money held in escrow, you get around that major 
imbalance between the SMEs who struggle to wait 90s days and the major companies who can afford 
or benefit from delay. Its only justice.  
 

Comment The key thing is to look at it end to end not just a limited part of the picture, which is 
container to container or port to port.  
 
Comment Your point is really that everything comes together with the bill of lading. You can’t do 
anything without that. As a banker I am always looking for the bill of lading.  
 

Davies If we can represent title and transferability digitally, we don't need a bill of lading. 
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Comment.  One thought I have , it is almost like we have several strands of digitalisation. We should 
be pursuing this on several levels. Some are fully generic associated with the bill of lading, ownership, 
transfer and finance, but there will be a lot more around that such as regulatory requirements which 
might still be included in something like a PDF. have been transferred alongside  
 

Davies. Yes, but you need to create the digital environment in which all that can take place. We talked 
a lot about ESG this morning. That same digital environment is where you do your compliance or 
enforcement. You do it in the same environment of the data. And that’s got to be a utility. It has to be 
accessible to SMEs as well as the big guys. Its got to be available to the physical movers of the goods as 
well as the handlers of the data and the providers of the money and so on. It’s got to be a utility in the 
broadest sense.  
 

Comment.  To your point. It’s thinking about an e-bill of lading works, what it does, what is required of 
it,  rather not just converting a paper e-bill of lading into a virtual bill of lading that’s representable as a 
tokenizable asset. So we need develop the processes for creating the required outcomes, its more than 
just creating a digital version of a bill of lading. We need to shift those who have been looking for a bill 
of lading to actually looking for something else and for what this something else does.  
 

Davies Yes, and what I would say to that point is that data comes up a lot here. It’s how we govern and 
how we exchange data. There is a different model for data management out therewhich it doesn't need 
sharing lots of spreadsheets between lots of people. There is a data model out there, which says I create 
one thin strand of data, that is my invoice, the contract by which I agree to buy something off somebody 
else and that’s it. If you need confirmation of that data, you do it through metadata, you do it through 
zero knowledge proof, you do to zero trust architecture technology. You do all that whizzy technology 
stuff that you guys will know much more about than I. The problem is we need to persuade those hard-
nosed CEOs and CFOs and bankers, that you can do that without having a piece of paper, without having 
exposing all my price-sensitive and customer confidential data to my competitors. 
 

Comment I guess the essential thing is the data elements may have several items in common 
throughout the whole chain. Instead of keying them every time you need a new document, you persist 
that data all the way through. What you have is a series of events driven by that data. 
 
Comment. Well its actually simpler than that. If we create the data and put it in the form of an 
[inaudible]  for example, that can trigger events, so it takes out the need to have that intermediary.  
Goes back to the old conversation about garbage in- garbage out. Education right at the very beginning, 
but data quality has to be very important. Once we have created that data, it can trigger an amazing 
stream of automated processes.  
 

Comment. A lot of what we do is reconciliation, which is just repetition.  
 
Bottle But I would just like to put in a word again: don't assume it's always going to run smoothly. 
Because there will always be mistakes. 
 
Comment But that’s the great thing about distributed ledger technology. You cannot have an 
unbalanced chain. So if someone tries to put something in that doesn’t agree with what’s gone in 
before, it immediately becomes obvious.  
 
Comment But I think there are other things as well, if you understand the technologies, e.g. to your 
point there can be mistakes on a blockchain, it doesn’t mean you can’t fix them, it means you cannot 
move the evidentiary trail. Second you can also set consensus mechanisms higher levels, e.g. so if you 
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impose a standard of ethical or corporate requirement, the agreement required before data is added 
is at a higher level. People don’t understand that, its not that is unfixable, just that it is immuteable. 
There will always be rabbit holes. There will always be errors. We are having conversations about 
implementing these processes but we need to understand that they will never be perfect from day one. 
But they still have to happen, if we wait for perfection it will never happen.  
 

Comment My experience is we are dealing with a shipment, and my team says, there are a lot of issues 
there, information missing, and we have to go back to the client and say fix that. But if the data is there, 
in a persistent form, from the beginning, we don’t have that problem.   
 

Comment We have had a lot of discussion about paperless trade, but I am wondering if paperless trade 
is not just the first step, we need decentralised platforms, take the example of the customer experience, 
everyone wants Amazon, not because they are the cheapest but because they are the most 
transparent, everyone knows where their shipment is and when. I know in Switzerland, they have 
devices that push into containers and then they know where the containers. These kind of things can 
be handled either in a centralised platform like Amazon or in a decentralised way. But that requires a 
complete reengineering of processes across all the business partners..  
 

Davies I have a thought on that. The UK government is relative centralised compared to a lot of other 
jurisdictions. The idea of HMRC farming out some of its requirements to somebody else, that just 
wouldn’t happen. So there is a balance to be struck between distributed assurance and eco-systemic 
consensus around transactions and centralised governance of the means by which those sort of systems 
are created. It needs both of those. The MLETR is the first step and its incorporation in our legislation 
shows that the will of Parliament is that we have distributed mechanisms, so we need some political 
and philosophical understanding, which again needs a little bit from the research community. How do 
you reconcile that the will of Parliament is that there should be distributed mechanisms for generating 
assurance, against the centralised means by which you impose on people that distributed mechanism. 
That’s a nice tension, but you are right, we need to have that debate and to really recognise what was 
really does distributed systems mean, leaving the technology aside, what do distributed systems mean 
for centralised government like ours.  
 

Comment I think there is an important point before you have this discussion, if you are going to create 
these autonomous processes, digital processes and paperless processes, then you are creating systems 
of trust. If you are going to have organisations like HMRC of HEO in Australia (they are even more 
archaic) then we are wanting to eliminate the lack of trust and create trust so these organisations can 
stop be punitive and start being supportive. That’s important when you talk to SMEs and a lot of 
industry associations who do not inherently trust those organisations and still need to engage. If 
everyone is paying their taxes and doing the right thing, that depends on trust and that depends on 
making sure that the data is trusted data, that security is trusted etc. and there are mechanisms to 
ensure there is more trust.  
 

Davies I try to avoid the word trust, because it is emotive, I prefer “absence of risk”. If you are reducing 

overall the financial risk, the movement risk, the physical risk. Interjection “There is a trust barometer 
which is ultimately based on reduction of risk”. 
 

Davies I would love a system where if I offer data to the system, and HMRC trusts it because we've 
made a decision based on that data, then that decision could come back to me, but it's still my data and 
I can contribute it to the system, and then I can build up the overall trust evidence or trustability of that 

system. Interjection, “something like a TripAdvisor for data” Davies Yes, I have done 99 transactions 
with that counterparty and all of them have been compliant and all of the participants in the chain 
would attest to that.   Science using the numbers across you don't need t 
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Comment That’s the thing, if you have distributed programs, like Zero for example, and that is showing 
your trading activity. If you look at the eco system, of something like 10 million people all using 
something like Zero https://www.zscaler.com/ , essentially the numbers balance across, you don’t need 
to go and ask everyone individually, as long as it reconciles at the top level, you expect the checks from 
the people at the lower levels. 
 

Comment It also brings in the conversations we had this morning, about ESG and about inclusiveness, 
because small entities, generally, don’t have the legal capacity to fight bias and inequity that might 
come from HMRC or other large organisations, so it does eliminate that, puts everyone back on a level 
playing field. That’s an important thing. 
 
 
 
 
 
  

https://www.zscaler.com/
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The international policy context: Digital Tech, Digital Payments and Digital Trade 
 
 
Aaron Klein  
 
Thank you. We talked a lot about the digitization of trade. You know the line that GDP is getting lighter 
and that the exchange of value is moving in more into a digitized world.  
 
There's a flip side of this which is the digitization of money. The movement of money in digital form and 
the nature of money itself coming increasingly digitized. This moves from cash to forms of credit with 
intermediation, to bridge the combination of gaps in trust and in timing. Efforts at distinct various forms 
of payments between counterparties of existed for a long time, these things have become increasingly 
digitized, and is now moving into the actual creation of digital money itself.  
 
Many folk believe don't think clearly and granularly about the digitization of money. When you and I 
settle in exchange, give you digital money today that digital money is actually the liability of a third party 
commercial bank. That is the only way that our businesses and consumers can access today. it is not 
money from the central bank. Digital central bank money is not available outside of the banking system.  
 
This is the discussion CBDC which is only a question of whether or not to change the first C from our 
commercial bank digital currency CBDC to central, which the entire world and trade moves on. Is there 
a big difference between changing that first see from control? Well, that depends on several things.  
 
First, that depends on whether or not commercial banking. Has problems is susceptible to runs and 
problems we saw recently in the global financial crisis commercial bank digital money required bailouts 
by their sovereigns, but those engaged in trade were not really ever caught in between. However, 
concerns about the viability of the existing commercial banking system remain and desires for central 
banks to play even larger roles in society grow and you have the proliferation of proposals for central 
bank digital currency CBDC as a potential option and how much that would or wouldn't impact trade 
and flows, allowing people and businesses to settle in liabilities of central banks as opposed to liabilities 
of commercial banks.  
 
Second, and that is very intertwined with questions of Web 3.0 and programmable money. If you 
believe that programmable money can work fine in its current form commercial bank, changing that to 
a central bank may institute more problems than it solves. The second set of questions in this space is 
often about a cryptocurrency ledger in which creations of stores of value and mediums of exchange, 
the two most common definitions of money, not my favourite, but nonetheless the ones most 
frequently used, have created, non government forms of exchange. This is not new. The world of gold 
and settling in gold is as old as trade itself. In fact, precious metals were more common than 
governmental currency for the majority of human existence.  
 
One of the many problems with gold is it's heavy. One of the many advantages of cryptocurrencies, 
they're light. Another difficulty of gold is authentication. Cryptocurrency purports to solve both of those 
problems, which historically it only been solved by essential people who can create digital great money 
to people who have licenses and charters and perpetuity from the crown or the sovereign. 
  
Cryptocurrency is an alternative means of transaction, comes with problems,. Governments control, to 
varying degrees, the value of their currency and the value of that exchange. People continue to live in 
nation state structures, which seems to be the foreseeable future. Exchange rates as impediments to 
trade remain cryptos. Volatility in the price of an asset create a huge impediment. The second engine 
impediment is the treatment of taxation. Governments across the world have made an agreement as 
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it relates to currency, that appreciations of currencies are not taxed. The recent run up in the value of 
the dollar, for example, will not result in tax liabilities for American consumers or businesses, even if 
they've seen the value their dollar holdings rise on a international measure. The countries around the 
world have decided that cryptocurrencies will be treated like assets, not like money. They will be subject 
to taxation as they appreciate. This as a basically a kill shot on its use as a medium of exchange for 
transactions as it relates to being an international company and trying to with the accounting problems 
of figuring out all of your Bitcoin inflows and all of your Bitcoin outflows on the date that they were 
recorded, bought and sold as it relates to their value and then trying to compute capital gains and 
losses. On that flow of funds. That would be mind blowingly complex and extremely expensive and 
certainly a cost for in excess of any value of crypto other than making a political statement of accepting 
it or not. And in that way the taxation element, as long as governments maintain that position ultimately 
in my opinion, precludes its use as a viable medium of exchange and alternative to state sanctioned 
money for the purposes of commercial activity on a broad scale. 
 
I hope these comments maintain people's interest on the end of a long day and to help to dive a little 
bit deeper into distinctions about the hot topic of digital money and crypto and I very much look forward 
to the conversation.  
 
Dan Ciuriak 
 
Thank you very much for having me. I extend my condolences to your country for the death of Queen 
Elizabeth the 2nd. Aware that you've had a long day and so it's a bit of a challenge to come to grips with 
all the things discussed and I hope I’m clear enough.  
 
I'd like to speak to the international trade consequences of the digital transformation and perhaps 
you've covered some of this already. First, one of the features of the digital transformation is that the 
General Agreement on Trade in Services (GATS) is deemed to be technologically neutral and therefore 
the whole panoply of trade rules already applies, at least to digital services trade. Interestingly, the 
General Agreement on Tariffs and Trade (GATT) is not technologically neutral, and so there are some 
issues there, but we do have a readymade framework for trade in digital services. 
 
As a corollary to that, ecommerce regulation and facilitation developed very rapidly over the past two 
decades, starting with the model laws from UNCITRAL for electronic signatures, for electronic 
commerce, etcetera. If you look across the horizon of digital economy agreements, you'll see that the 
issue coverage is consistent and well established. Moreover, a lot of what was done in the WTO Trade 
Facilitation Agreement also extends to digitally facilitated merchandise trade (note that I have posted 
a paper on this: “Digital economy agreements: where we are and where we are going,” 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4217903).  The WTO negotiations in this area 
are also reasonably well established, covering turf that has been dealt with very well in existing free 
trade agreements (FTAs).  
 
So what are the issues?  
 
Well, the first major issue is that we still have not managed to come to terms with what are digital 
products; in the fullness of time, this will be important. The WTO moratorium speaks to electronic 
transmissions, but it has not been settled, including in the Digital Economy Partnership Agreement 
(DEPA), which is perhaps the most advanced digital economy agreement, as to whether or not 
electronic transmissions are to be classified as goods or services or whatever.  
 
In this regard, I focus on the distinction between durability and the extinguishment of a product upon 
consumption. For example, if you download a song on your computer and you can listen to it again and 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4217903
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again, then it has a durable quality and is akin to a good that delivers services over an extended period 
of time. Whereas if you stream the song, it is extinguished upon consumption and therefore is akin to 
a service. Meanwhile, if you download instructions for 3D printing, that has the character of the transfer 
of technology as a production input, and the transaction should be classified as intellectual property 
payments and receipts, whether on an intra-firm or on an arms-length basis. So while I believe the issue 
is straightforward, this has not been well addressed yet, and will ultimately need to be dealt with.  
 
A second thing is the value of data. Even though data is considered by many to be the most valuable 
asset in the modern economy, this value still is nowhere to be found in the national economic accounts, 
nor in the trade statistics. Where is it? One sees it perhaps best in the market capitalization of data-rich 
firms such as the Googles, the Microsofts and the Facebooks. But even there, it's not explicitly 
identified.  
 
The valuation of data is an issue for the “haves” and the “have nots” in the digital economy, which 
ultimately will make it a trade issue. The OECD/G20 Inclusive Framework (IF), which dealt with base 
erosion and profit shifting, did address the issue of firms operating in a country on a virtual basis without 
a taxable local presence. But the IF only dealt with the current receipts, or the current profits generated 
by those firms. It did not deal with the issue of the value of the data that they capture, which is on top 
of that. So that ultimately will have to be dealt with. 
 
A third thing on which there's no consensus and that has to be resolved eventually is whether or not 
you can apply tariffs to digital products.  Going by the classification or the taxonomy which I suggested 
based on durability, there would be a way forward on that issue, provided that the technology for 
administering digital tariffs becomes sufficiently effective and low cost.  
 
The fourth major area that has to be dealt with in trade is the question of whether or not the 
commitments that countries made in joining the WTO or in signing the WTO agreement back in 1995, 
which was essentially a pre-digital era, remain tenable any longer in the modern context. As background 
to that, we can think about the full blown cyber war that is now going on between Ukraine and Russia, 
where hackers are attempting to penetrate and disable the backbone infrastructure of each other's 
economy – including energy, transportation, telecommunications and finance systems. So, the question 
of what will ultimately be allowed in terms of the free flow of data across borders, or required in terms 
of data localization, will ultimately have to be determined based upon a re-evaluation of the national 
security and national sovereignty risks that are entailed by the digital transformation. 
 
As regards the issue of national sovereignty, one thing which I can mention to you from a Canadian 
perspective, which was extraordinarily interesting, is that we have a Prime Minister who's very 
unpopular with right wing populists and has faced a constant stream of attacks on social media. When 
the Russian invasion happened, those attacks just fell off the table while the attacks on Ukraine spiked. 
This suggests to us that perhaps there was a lot more to this issue of Russian interference in national 
politics to create destabilization and dissension. This issue has to be ultimately addressed in the 
governance of data in terms of regulation of social media platforms and the commerce that is driven 
by that kind of interaction.  
 
The fifth thing that I'd like to put on the table for you going forward is the implications of technological 
change. If we go back to the late 2000s, there was a series of major breakthroughs that basically created 
the data-driven economy. These were: the development of deep learning through neural nets by 
Jeoffrey Hinton in 2006; the introduction of the iPhone in 2007, which launched the mobile era and 
started massive amounts of data streaming into the cloud; and the application of GPUs to run neural 
nets in 2009, which enabled the use of these data in a powerful fashion. The ensuing decade from 2010 
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on was materially different in its behaviour and its nature than the previous decade. This new economy 
was the data-driven economy.  
 
In the last two or three years, we've had similar kinds of major breakthroughs in the power of the 
systems for developing artificial intelligence (AI). This includes the scaling up of the size of the 
specialized AI computer chips, which have gone from under one trillion transistors to 2.6 trillion (the 
largest one at the moment); and of neural nets, which have grown from under a trillion parameters to 
the 10 trillion level, with an announcement in June of this year of possibly 174 trillion parameter 
systems. It's just mind boggling! Meanwhile, power utilization has been cut by orders of magnitude, 
and the efficiency of protocols for running neural nets has also been increased by orders of magnitude. 
Taken together, the ability to generate sophisticated AI has increased enormously in the last two or 
three years; as a result, artificial intelligence systems are breaking human benchmarks left and right.  
 
Now, the issue here is not something fancy like artificial general intelligence. In the economy, disruption 
happens from the bottom up. For example, the steel industry wasn't disrupted by major new high-end 
developments; it was disrupted by companies figuring out how to take rebar, the cheapest form of 
steel, away from the existing suppliers. Essentially, they peeled off the bottom layers.  
 
In a similar fashion, what we will see in in the coming decade is a widespread application of very 
sophisticated, very capable artificial intelligence systems in commercial use. This will create a new major 
form of capital stock, which I refer to as machine knowledge capital (MKC). MKC will both complement 
labour but also take away jobs. But most importantly, it will capture a growing share of national income. 
This will become a trade issue because MKC will be traded.  
 
To date, AI has been traded fairly seamlessly, but that's because transactions have primarily involved 
very sophisticated providers selling to very sophisticated clients. Such trades are similar in nature to 
private placements in the financial markets (which attract little supervisory attention) – as compared 
to, say, stock market sales to the general public (which do attract supervisory attention). In the coming 
era, trading AI is going be more like the latter, which is to say there will be thousands of companies 
selling sophisticated AI systems to thousands of users. Standards for performance then becomes an 
important issue, including for trade, and will be, I think, the main focus of negotiation over trading AI 
and potentially the main source of friction going forward.  
 
So, we are in a brave new era as we look forward. That's where I would leave things and turn it over to 
the discussion. Thank you. 
 

Comment  
 
Very, very interesting. Thank you very much for that. Both of you. I'm just interested in the new model 
for data. Data isn't the new oil. It's the new plastic, isn't it, that we're generating far too much of it. We 
use it once and then we can't get rid of it. I would add another turning point to the to the two you 
mentioned, which is the development of the of the publication of the Bitcoin Paper in 2008. 
 
Which said data can now derive value from its scarcity, from its uniqueness from its capacity to be 
transferred between people uniquely – rivalrously to use the legal term. Do you think there's a new 
model for government about for data and for its for its value transfer, and in particular as it applies to 
interjurisdictional and inter currency transactions, particularly with big implications for governments 
who up till now have gained quite a lot of their policy leverage from their guardianship of individual 
currencies. 
 

Klein  
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So let me let me just jump in on that. Because financial transactions create tons of data which are 
governed by very different views and laws. A main view of it has always been on anti money laundering 
n which essentially, the United States has uh, over time, using more and more the financial payment 
system as a lever of both international and domestic policy. So, you've seen in the various sanctions in 
Russia v Iran, leaning into that leverage, including recently kicking Russia off of SWIFT. Foreign policy. 
Financial flow creates the information of who's buying and who's selling. In these international global 
conversations, I've been a part of, people often fail to appreciate that a similar phenomenon is 
occurring domestically. Just this week, Visa, Amex, and MasterCard agreed to create a new merchant 
code category for gun purchases. American gun policy may seem completely insane and frankly, 
extremely deadly and dangerous, particularly to those of you in the UK, and I'm not here to dispute 
that. I what I am here to tell you is that right now. The first step to figuring out who owns guns and how 
guns are bought is to be able to disaggregate when I go to a store. Did I buy a gun or a golf club? 
Payments are now part of that and, believe me, another group of people are eyeing that for the 
provision of abortion services. You may have online poker in Europe. We got rid of it here not by making 
it illegal, but by using the payments system to police that situation. So, in that space the flow of data 
information created by financial transactions is growing by leaps and bounds and government usage of 
it as a tool for policy is really moving both domestically and internationally. And how that impacts trade 
is an important question, particularly it begs the question that activities that are deemed socially or 
politically unpopular or problematic could well be not by prohibition and policing, but by cutting off 
access to the payment system. 
 

Ciuriak  
 
In terms of the value of data or the issue of cryptocurrency, which is part of that world obviously, to my 
way of thinking, what matters most is what drove the “hockey stick” upturn in the growth of the value 
of the amount of data captured, namely the specific innovations mentioned. You could add the Bitcoin 
to that list because, as Aaron said, a major component of the data flows that went soaring in terms of 
the amount of data being collected and captured was related to the use of digital finance.  
 
A lot of newly valuable data used to be “data exhaust”. Companies had to accumulate this data partly 
for their accounts,  audit trails and so forth. But it was a cost centre for them. It wasn't a profit centre.  
The new technologies enabled it to be used as a profit centre. And those companies that were able 
then to capitalize on this became the new superstar firms. 
 
It doesn't take a lot of additional value generation – ten, twenty, thirty percent margin improvement – 
to become a superstar firm in your industry. If you look at the accounts from firms such as McKinsey,  
that get very granular in looking at how companies are making use – or not making use – of data, maybe 
only about 20% of companies were able to actually make effective use of their data. But those that did 
achieved these kinds of margin improvements and that's huge in the business world. 
 
What I would add to that particular point is that the critical factor was the change in technological 
conditions.  I think if Marx were a young scholar writing today, he would not use the term historical 
materialism. He would use the term technological conditions. 
 

Question Aaron, there's one point you made out in which linked pretty closely to discussion we had 
earlier in the day and a couple of colleagues here, those kind of close to trade finance and banking were 
highlighting the importance of instant payments and the difference, that's something we're becoming 
familiar with in many countries fed now is in gestation, I understand. Still just a new born baby.  But 
let's assume it actually works for the purposes of this discussion. 
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Aaron Klein  
 
FedNow is a fiction. There is no FedNow. There won’t be.  
 

Comment OK that that may limit the direction we were taking our discussion, but the point being made 
was that by having instant payments, it could take a lot of risk out of the trade finance and can unlock 
a lot of banking capital. And so now I guess the thought for me was, does that matter whether it's CBDC 
or CBDC is it, is it central bank or commercial bank money being used in that context or is it actually just 
the ability to transfer acceptably instantly that matters? 
 

Klein I believe that it doesn't matter if it's commercial or central bank money. The only times that would 
matter, if there are concerns as to whether or not the Commercial bank will pay. And there are 
instances where there are surety bond, financial products of dubious value, but often legal 
requirements, and if you have “programmable money” without a additional private sector counterparty 
then a little bit of the rents charged by the financial system in the transfer of actual goods can be cut 
out, by saying to central bank digital money from JP Morgan Chase money because maybe JP Morgan 
Chase goes away or doesn't allow for this particular product or this or that. It also, by the way, creates 
a different set of issues related to data because now you're making data transparent to both central 
banks or whatever central bank is involved. The other point is when you move a central bank digital 
currency and two are involved, let's assume that I want Swedish Central bank digital currencies being 
posted in an international perspective. How am I going to hold the US CBDC? Is it in my US account, am 
I going to hold euro at ECB? I'm gonna have to exchange that to dollars. Now usually the central bank 
does not allow individual companies, it only allows commercial bank to hold and exchange their 
currency directly.  So who then exchanges your CBDC? Well, you may be back to a commercial bank 
service.. 
 

Klein  The reason I wanna make very clear that Fed now is a fiction. It took the Bank of England 18 
months to build their real time payment system back on 2007-08. The Fed is now promising to have a 
workable pilot five years if they wanted this thing, they would have already built it. Meanwhile, you've 
seen the Fed move towards wanting to issue a CBDC, but not to issue accounts. Right. The value 
proposition of a central bank digital currency without the ability to hold it at a central bank account 
then reintroduces all the intermediation from the commercial banks that you were presumably taking 
out of the system. None of us believe when we put physical currency in a bank or deposit other people's 
liabilities in a bank, that those physical pieces of paper in a little place with our name on it. It's just the 
bank's balance. It would be the same in the CBDC where if you can't access an account. To the extend 
FedNow continues to limp along in pilot, then to be questions as to its structure remain unaddressed. 
Because what's the point of building a Fed now that doesn't accept the CBDC? Without that it is just 
going to be perpetual studies and pilots in large part to protect the banks that the Fed continues to 
regulate from slower payment system.  
 

Comment If I can just make a point. So, I think one of the things you said there was pretty crystal clear 
earlier is that when you start dealing with digital assets, they are viewed as assets. So, one of the 
questions I asked myself is why would you use assets in the same way as you use the exchange of 
liabilities? Wouldn't you instead, for example, if you're doing possible payments, simply take a line of 
credit in the currency and settled against the line of credits? That will be a lot cheaper. That's easier.  
Also I think a whole lot of a lot of the thing we do are around the idea of sending messages. Obviously 
SWIFT gets paid because it's sending messages, and they charge their customers for sending those 
messages, a lot of expense for sending email. Whereas actually in the new data world we've been 
talking a lot of the data is static, it doesn't really move anywhere, all that happens is that people access 
their data and are involved in it in different ways and then use that data to the purpose for which is 



 

67 
 

being used. And that requires a very different way of thinking about things and a very different 
commercial model. 
 

Klein The only thing I'd add to that which is excellent is a payment is two distinct issues. It's the 
transference of information, who gets paid from whom on when and other data, for what, etcetera. 
and the flow of funds. Payment systems and networks separate those two elements and create 
different value propositions for the flow of data and information and the actual flow of funds. And you 
should always think of a payment as two separate components, each of which are worthless without 
the other. 
 

Ciuriak 
 
I would add, Aaron, that the information that surrounds the payment has independent value for a lot 
of players. For example, if Google knew that you bought a pair of sneakers from some store, say Tennis 
Warehouse in California, even if the specific payment information was not available to them, that would 
tell them something about the state of commerce and that's got independent value from the 
information that's being transferred between yourself and the bank to which you're making the 
payment, which is then transferring it to Tennis Warehouse. 
 

Comment Recent times, yet in the US administration was not keen on international trade treaties. 
There was a lot of, you know, cutbacks and so on. How do you see the future of trade in the political 
arena? 
 

Klein So look. There's a trade off. Look, a couple things. The most important thing you can know about 
the US is 60/40.  60% of Americans don't have a passport. That means they've not left this country. In 
the last 10 years. Nor do they expect to in the next six months, and that includes travel to Canada and 
Mexico. So, we live in a bubble where you communicate with Americans who are almost exclusively in 
the 40% category. And the world of globalists can't understand why the other 60% don't see all the 
benefits that we've received from greater trade and flow of funds. If you then go to where the other 
60% of people live, its depressed and rural. Communities to whom trade has been highly detrimental 
to them, then the US politics begins to make a little more sense. So, the chattering classes remain 
committed to further globalization and view the view this as a temporary fast passing illness. I have 
grown increasingly sceptical of that take. Instead, I see a world of winners and losers from trade where 
trade is not Pareto optimal or Pareto improving. In point of fact the winners keep getting richer and 
smaller and I continue to see a fragmentation and an inability to pass any sets of trade treaties or 
situations and instead a more likely movement in the opposite direction. 
 

Comment That's interesting. The different to much about a discussion earlier today because we've had 
a lot of emphasis on whether digital facilitation of trade actually allow smaller companies, island states, 
small African countries, maybe disadvantaged communities and, you know, in the north of England or 
in the US to kind of participate better than they have in the past.  You're shaking your head sceptically 
out, and maybe there’s reason to be sceptical, but it's still a question to ask. 
 

Ciuriak  
 
There are concerns about competition from low cost labour from Asia and other parts of the world. 
China is often cited. The major feature of China’s economy in this regard is the rise in education, the 
rise in robotization, and the rise in the application of AI to services – as seen in the Beijing Olympics 
where they were rolling out service bots. And as China grows older, this is what we’re going to see in 
China: wage rates rising and a huge application of AI systems to services to replace labour.  
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In Western societies, what we saw until about 1980 was the so-called “Kaldor facts” – some of you will 
be familiar with those – namely a stable share of income going to labour and to capital, which implies 
as a stylized fact effectively a competitive market.  
 
That changed after 1980, and it didn't change because of China and it didn't change because of 
Margaret Thatcher and Ronald Reagan. It changed because we moved into a different kind of economy, 
the knowledge-based economy. In 1981, IBM introduced its personal computer, which enabled [with 
the introduction of CAD/CAM software for the personal computer] the democratization of R&D to small 
companies. And we saw the “hockey stick” upturn in terms of the steep increase of patents and other 
forms of protected intellectual property or protected capital assets. And from that point, we saw the 
start of the rise in the capital share of income and the decline in the personal share of income.  
 
So, if you want to look at where this all went, it went into what we think of as the great glory of our 
civilization, which is its innovation ability. But that innovation capacity had a major and dramatic impact, 
when sustained over time, on the distribution of income, which led what we have in the 2020s: the rise 
of populism.  
 
Now my point would be that the advent of machine knowledge capital, which will be to white collar 
work what production machinery was to manual labour, will continue and intensify. And that is going 
to be a challenge. It will be a huge boon for us in many ways. For example, as we get older and are 
dealing with shortages of nurses and shortages of this and shortages of that, we will have smart systems 
which will replace those human workers. But ultimately it is a question of the income distribution, which 
is intensely political and that too will then play itself out in discussions of trade. So I see things a bit 
different differently than Aaron in this area. 
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Final session – Closing discussion – key questions and agenda for future research 
 

Milne. We hit one objective extremely well already, which is to begin to establish a network of  
You know, researchers in UK universities, but I think also international researchers and there's quite a 
few. There's clearly there's clearly a lot of appetite for discussion around the digital trade issues, 
whether it's the narrow digital facilitation of trade, or some of these broader digital issues. So that I 
think I'm pretty happy that we've hit that brief pretty well. We're going to produce an output as a 
summary and record.  
 
I think the one thing I'd be keen to hear from everybody who's kept on to the end is OK. Well, if we're 
going to if we going to establish a research network, if we're gonna set out a research agenda, what are 
the key research questions that we maybe ought to be addressing over the next three to four years? I 
would love to hear thoughts on that.  
 

Comment going back to something I said earlier, an analysis which helps you identify framework which 
you can then get the targets that are most meaningful. I think we've said several, several times that we 
cannot do everything we can just try and do the things that the most meaningful things to do. So I think 
if from a research point of view it would begin to say let's now look at these and quantify where the 
benefits were occurring and how they occur and sequencing to achieve them. From a policy point of 
view this where we should concentrate the ammunition that we’ve got. 
 

Comment. That that aligns with the sequencing perspective and myself, Anil and Peter were 
articulating 
 
Comment I see it's a bit of a collective action problem. I would use an analogy with the banks. You know, 
the banks recognize some blocking back to the 60s. Bilateral settlement arrangements between pairs 
of banks was inefficient. So we developed systems for payments, clearing and settlement, It's become 
less complex for the fact that otherwise competitive entities have got together and said let's do 
something collective which enables mutual offsetting of liabilities and then net settlements in real time. 
I think we are looking to do something that's the same in a much more complex. A variable ecosystem, 
which is that of trade. One of the things we I would benefit from is an assessment of who needs to do 
what, if we're going to get to that point. There is a role for governments. There's a role for banks. There 
is a role for international. Organizations there is a role for the commercial entities. The is a role for the 
big MNCs of the of the world. There is also a role for the individuals. How do they stack up and how are 
we going to make these step changes that we really need? Its not much about doing stuff it's actually 
doing effective stuff, bringing it all together. You know, I think of Steve Jobs, his genius, was not that 
he, and this was one of the examples I think that was quoted earlier on, his genius wasn't inventing 
stuff, it was putting it all together. Most of it had been done by DARPA I think. His genius was putting it 
into the smartphone and giving us that step change in how we interact with each other on a personal 
social basis. How do we position ourselves as a Steve Jobs at the trading world put together all the stuff 
that we've heard about today and make that step change?  
 

Comment Yeah, it seems that there are definitely actors, many stakeholders, many different sectors. 
The research question is how do you bring that together? To do impact analysis in a meaningful way, 
system dynamics models that take account of the social aspects, the financial sector specific aspects, 
the technological aspects, the sector specific aspects of the trade environment. A useful discussion 
earlier with Lisa, what would be the impact in MLETR digital trade beyond the energy sector for small 
customers who can't penetrate the larger electricity markets. So peer-to-peer trading in in the UK that 
was enabled by MLETR, would be the potential impact. So, having some tools which can model not just 
the physical aspects of the physics around the electricity network, but the trade aspects, 
communications, the regulatory environment, the National Grid and the electricity markets how do you 



 

70 
 

bring them together and. And so getting down to sectoral levels to really understand the situation. It 
doesn't have just the energy it could be. 
 

Comment My background is quite different public policy regulation, but from what I heard all the over 
the day very interesting discussions. It seems to me that when we talk about the digitalisatin for trade, 
and also the challenges that come with that, we might of course mean different things, right? One is 
OK now we have some. global supply chain and digitization means substituting papers with digital tools 
and this comes with some challenges, some are big or some less big some of are political others more 
practical. etcetera? So this agenda is less ambitious, right? What we need to do is quite ambitious, of 
course, we need to eliminate some of the papers it is not just about replicating, but also eliminating 
papers we don't need. But, what I heard during the day is that by digitization of trade we also mean 
something more ambitious, which would be common standard, consumer protection, data flows and 
that it's entering a more difficult territory because then we're talking about trade agreements. When 
you know trying to create some harmonization of standards, but then it's what you know would be 
saying, you know. These days, trade agreements can be politicized. So, what are the challenges, you 
know for, you know, because you know, not only Brexit other trade agreements. So in a sense, as the 
ambition grows the political challenges also grow. as we grow more ambitious when it comes to proper 
trade agreements. 

Comment Very interesting. From my side, I do wonder if we constrain ourselves by trying to do 
everything at once, and so and we underestimate the power of an asymmetric actor, like Steve Jobs, or 
firm that just sets, sets an agenda and begins to move. I wonder how relevant is an academic kind of 
change model, which is a change by agreement, and how long will it take for  bank or or jurisdictions or 
a small group of advocates to actually make the change happen through a totally well defined agenda 
with agreement with stakeholders. we didn't build the London market by agreement. Apple wasn’t built 
by agreement. Seeing what's there and then acting .  
 

Comment But I, but I think that comes to my points on action here. I don't think ICC can do it on it, so 
I don't think banks can do it on their own/ I'm not even sure that an individual government could do 
much on its own. By definition we're talking about global trade. We need to get everybody together 
and there needs to be models of collaboration. If you like, we need to redesign competitive capitalism 
and redesign a mode of transacting and contracting that is distributed that is ecosystemic, but also has 
a sort of outcomes that my goodness, we're all going to need. It is about net zero and 1.5 degrees and 
sustainability, because if we can't do those, then we can have the best monetary systems or financial 
systems in the world, but the world become unsustainable and there's no point in bequeathing that to 
our children.  
 

Comment.  I was thinking. If you look back to you have the gold standard that you mentioned earlier. 
It was essentially a system for balancing economic flows between countries. Let’s take Ghana as an 
example, a big gold producer, they send us gold every year, then we then basically sell that gold to the 
rest of the world. It shows up in our balance of payments is a huge number, but what we get is value 
added. Now imagine you treat that as a credit to Ghana there is a balance in the return to Ghana in 
terms of other types of goods and services. You can actually transform the way in which the currency 
movements take place around that and manage the flow of goods and services in a different way. 
 
 

Comment Umm that isn't that happening through competition?  I heard today from UK perspective, 
I'm from a country which does not have such a emphasis on competition and the competitive model, a 
business culture which the emphasis on striving for excellency and wanting to develop things first and 
so on. But isn't innovation and competition needed.  
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Comment. There's another way in which you promote competition and progress by actually forcing 
you to accept competition. This is what happened in the UK with the introduction of faster payments, 
the Office of Fair Trading required this and imposed this standard and people had to follow this 
standard..  
 

Comment I am not sure that is the answer. Who's the most effective user of digital currency globally 
at the moment? Probably China, digital Renminbi, 30 year plan, what if the belt and road finishes at 
Qatar or even Hamburg? Where does that leave the UK? 
 
Comment  The story in China is that nobody trusts the Chinese government the moment they open 
doors to people, they're transfers, they've been seriously cheap. 
 

Comment What one thing I just add on China, though, is China was using the CBDC primarily to get 
control of money back to the banking system and government in a way from Jack Ma. I mean the story 
in China is that Jack, Ma and Ali and WeChat took over money from the whole banking system in 18 
months without any government preclearance. And now Jack Maas disappeared. 
 

Comment Japanese control and surveillance is our transparency and foresight, isn't it? So that's that 
we, we, we gotta imbue these digital technologies with our values. Y 
 

Comment That's the thing. It's overseas for years now. One thing I see about the UK as a positive thing 
is that the safety of all your legal and moveable property. In China, if the People’s Bank of China deciedes 
to terminate your currency holding they can do that stripping of the value. That couldn’t happen under 
our hour existing system. What we're seeing is capital being attracted to the places where they can be 
most, most easily safeguarded. And that's why English law is used 75% of the time in contract law. So, 
there's a complementary aspect that's great work with in the right way. I think we can set the tone if 
you like.  
 

Comment I agree. But it's how we do that. How do we how do we tackle it. The other point I would 
make is I think we need to start paying the right price for things. Not, but not the artificial cost of things. 
And I think that's better related to the resource depletion involved in their produce, not the artificially 
low cost of having low cost labour producing our phones. So that that to me suggests the way you do 
that is by increasing transparency and accountability in our supply chains. Which is being really the 
theme of today. And then you build in the money so that we, so we pay the true cost and if necessary 
governments can intervene in the pitching of that cost to ensure that things like net zero and climate 
change and the avoidance of modern slavery can be undertaken in that digital way. 
 

Comment. We were discussing this morning for Chris, the ICC, whether research project makes sense 
and in this area may be tailored towards particular use cases. The idea is to create a better 
understanding of the benefits, in the language of the corporates. We would be for that, for we would 
piece that we have in our hands of course, but the we can do something together. 
 

Comment I think the valuation and scalability of the sort of stuff that we are doing in the C4DTI would 
be extremely valuable. 
 

Comment.  because I got a business that does this stuff. I can easily pilot elements of this, you know, 
with, you know, with clients, yes, in different ways. For example, I have found it difficult to look for an 
LEI. Interjection. The LEI is part of the Chinese 5 year plan.  
 

Comment. We've done some research and then advanced professional services and we've been 
analyzing the digital transformation. My question is how do how does it different now if you have, if 
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you want to design a research question, how does the digital trade differ from other aspects of digital 
transformation. For example, Clare mentioned before, the sensors that are attached to Cargoes 
etcetera, we know this kind of Internet of Things and how these data points are used for example for 
insurance and to further develop that industry. So, my question is if we want to think about the digital 
trade, how different are the questions here compared to the existing work that had been done already 
and the next generation services as a whole, how do we think about leveraging on the previous work 
that we've done about digital transformation?. 
 
Comment. Good question. What can be brought from one research theme into this one. 
 
Comment. We had more discussion than I expected of kind of skills and knowledge transfer. And I think 
the contribution from Clare was quite important from that point of view of ensuring that the people 
concerned are involved. So I think at that point was about giving them ownership so that it's  something 
that's helping them do what they do better rather than just being forced on them. So I think that's the 
kind of thing, That would come out of the existing research, maybe, maybe more than what Tim and 
was doing on accountancy then but could cover our own Loughborough work. 
 
Browning I am Stephen Browning from UKRI. We are starting up a new program around innovation in 
professional and financial services following on from the next generation services program that was 
mentioned like summer. So, where we're looking specifically is accountancy in law and professional 
services, and then broader financial services. And none of that is specifically talking about global trade. 
However, all those services obviously come into that area, so there's potentially an opportunity there 
when you find the questions that could be done within that program. 
 

Comment Certainly, the trade finance dimension, I think, there is a lot of knowledge in this room and 
understanding of the real world challenges that can be brought to bear.  
 

Browning. A couple of nuances. We're not just looking at technology, so while I'm from innovative UK 
and that gives a focus on technology, we are also l working in ESRC to think about the behavioural 
aspects, and business process and human aspects. 
 

Comment The collective challenge is central, I've  used the term infrastructure but that is a bit 
misleading, but it's an industry wide agreement is needed on doing things in a certain way, whether 
it's standard settings, or as we  have talked a lot about today, creating a trust environment. It's 
making sure that when you get a document that's maybe trade related delivered, can you trust in this 
is what it purports to be. That's not something that one and individual tech company can really solve. 
It's a it's an industry wide problem.  So there's collective solutions, also doing potentially in scope.  
 

Comment So one particular area that we are looking at, it's likely to launch early next year, is we're 
thinking of that around data access basically coming together around a problem space. Yeah, it could 
be something like that to deal with the checking the shared information about data access. 
 

Milne. One thing we as a research network can support are communication with UKRI. Obviously you 
can't just favour one group of researchers over another. But I think I think those of us who are here, 
like Tzameret myself been involved in NGS before, we have found it very valuable experience, the 
extent of dialogue with the funders on shaping the research in an ongoing way. Without wanting to 
ask for a favour of our own research over that of other potential groups, we welcome the opportunity 
to continue that discussion forward. Very, very helpful. There are others engaged in this area, not 
everyone invited was able to make it, but I've found for example group of the LSE doing some related 
work. We will share our write up of this event fairly broadly. What I'll do is ensure that the paragraphs 
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which cover next generation financial and professional services are prominent and done in a way 
which works for Innovate UK and UKRI. 

 

Closing remarks. 
 

Graham Hitchen I am Graham Hitchen and I am setting up the policy unit, here at the Loughborough 
London campus in Here East, Stratford. I can say a word on behalf of the university. As you know, this 
is the London-base of the university that's got a large East Midlands campus. We have 20,000 
students in a very, very big and diverse research community. 
 
The reason this we're just setting up this project, one of the number of projects that was supported 
by the policy unit to try and facilitate a process of amplifying and exposing some of the University’s 
research. Now Alistair has got contacts with innovate UK and others and you all have got you've all 
been networking. The rationale behind establishing policy unit is that actually a lot of what 
Loughborough does in research terms is hidden under a number of bushels, and we need to actually 
expose it and apply it little bit. So this is a process of trying to bring out and disseminate our research 
opening it out to a wider community. So this is just sort of this has been about helping to build on 
what I was doing featuring colleagues have been doing over a period of years. I know so. So that's the 
policy.  
 
A very quick reflection. I was really struck by the conversation you've had right at the end. I've only 
been here this afternoon, but it was something Nick you said when you were up front here. You said 
that this is not the thing about digitization of trade, but we shouldn't be talking about this isn't about 
a series of ones and zeros. And I think that last conversation you've had made it really clear that 
actually you end up, you're not talking about technology, you're talking about a system, a whole 
system, which is about ESRC and Social sciences. It's about human centred approach. Air and point, 
which is about actually the 60 percent, 40%. You know, there's a big sociological challenge. It's a 
system wide challenge.  
 
I think what's  really interesting , is because that's what I was thinking from very early on. The reason 
why I say that is that that's one of the things one of the elements of the policy unit we're looking to 
build is to start from that proposition that says actually no serious challenge, whether it's 1.5% net 
zero or whether it's facilitating faster, better, more frictionless trade globally. Actually, as you said, 
you can't disconnect those two, but those who those are really complex problems and that you don't 
address those by saying, Oh well, we've got specialist research team here and we need to work very 
closely with that specialist research team. Actually what you need to do is to bring that diversity of 
research skills and strengths together. So, it is economist, technologists, social scientists, designers, 
and others bring those together and actually start to build a dialogue with policymakers and with 
business to actually start to explore how those solutions might be found and you know the point 
about like in the your point is you know about Apple and you know there's might come from 
businesses, but actually policies from policy unit points of view that's about trying to explore 
collaboratively, how we can actually try and shift the policy agenda.  
 

Milne So, I think today was a really good example of I think how what we need to do, no solutions 
here, but I I think I said really good in the starting to work and hopefully you'll hear more about the 
working process unit over coming months, probably preaching to convert it. But I think one of the 
things I'd like about working with the ESRC and Steven loses, it's a sign that we're to some extent 
shifting the balance of research funding in the UK to make sure that it’s, there are specialized niches 
which need deep attention, but making sure we're also addressing these broader whether it's 
business strategy or policy issues. I fully agree. They require a variety of perspectives, people 
together.  
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Hitchen So, I was going to make the point and make hope, you know, greater diversity, not just for 
academic disciplines, but actually bringing diversity into the room is really important. And I think to try 
some of those challenges. So that's what obviously what we do. Anyway, thanks for coming. Hope you 
have safe journey back. Hope it's easier to get to from Stratford then it might have been on the way 
here for some of you. Just get on the bus. 
 


