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Whatis Digital Trade

“((HFILRQLF 7UDQVPIWIRQV" JRRGV RU VHUYLFHV"
Regulated in GATT or GATS?
Subject to tariffs?

3(DUN" LQ IKH ™ LVFXWIRQ

WTO work program started in 1998 still ongoing

Digital chapters are starting to enter FTAs

EU Japan agreement
USMCA & US Japan agreement

Role of data Is key
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Digital services trade

Growth in exports, 2005-2019, in percent Change in trade balance, 2005-2019
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rade In services

Bilateral trade in digitally-deliverable services Service trade growth by delivery type, 2010-2018
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y deliverable services
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Servicesn Value Added
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United States: Powerful Laisser Fair -

Clear technological primacy
US technological dominance both tool and goal

Priority for free flow of data
3ULYDF\ UHVIULFILRQV IR EH 3SURSRUILRQDIH IR IKH ULVNV SUHVHQIHG®

Trade policy objectives: Market access for US companies,
IP protection, and liability limitations for US platforms

Data ownership with data gatherer
Freedom of contract
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B

ocks access to foreign webpages and services

Successful industry protection
6HSDUDIH 3XQLYHUVH™ RI GLIWD) VHUYLFHV
Closeness impediment for exporting services?

Digital seen as vital for economic & political future
,PSRUI' VXEVIIXILRQ SDUI RI 3ODGH 1Q &KIQD ’
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US, EU and Chinese approach incompatible:

US negotiates privacy in FTAsS
** 35 "DIWHUQDILYH  &%35 (DUJHIN XQVXFFHVVIX(
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Viarket Openness to Digital Services

IP protection and forced technology transfer complain
against China

Protection of source code

Localization requirements for data

EU because of privacy
&KIQD  5XVVID IRU 2QDILRQD)I VHFXUWN™  VXUYHDQFH UHDVRQV

Market access also sector specific
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Digital Service Trade Restriction Index-

0,50

045 I
0,40
0,35 l .

0,30 i
N

0,25 I
0,20
0,15
| a
010 - = = =
= =
0,05
0,00 . . .
R USA ARG BRA CHN IDN IND RUS SAU ZAF

AUS CAN JPN KOR MEX  TUR GB EU

W |nfrastructure and connectivity Electronic transactions Payment system

Source: OECD
20









DIgital Tariffs and Taxation

Moratorium on tariffs on electronic transmissions
Since 1998 renewed until next ministerial

Loss of tariff revenue, in particular for developing
countries

UNCTAD estimates developing countries loss around $5 Bn
p.a. In tariff revenues, but significance contested
Profit shifting endemic

Ireland, Luxembourg and Netherlands primary EU tax
havens

US withdrawal from BEPS puts it on collision course with EU
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enges n Digital Geopolitics

7UHQG RI 2QDILRQDIL]DILRQ” RI'WKH = RWG = LGH = HE

THUUWIRULDO S10XLGUN\™ RI GDID ~ VHUYLFHV
Regulatory & tax arbitrage

Technological dependencies
European sovereignty
Promotion of EU values in developing countries

Cyber security
Not bound by physical proximity -- threat from China?
How to protect against foreign government surveillance?
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sopolitical Discussion

Incompatibility of US, EU & Chinese strategies

Little prospect for ambitious WTO treaty
Extraterritorial laws incompatible (GDPR & US CLOUD act)

Economic gains from trade In services requires
regulatory compatiblility

Regulatory approach successful

Can achieve EU objectives w.r.t. to consumer rights
30UXVVHIV (IIHFIN DIRZV IRV DGHTXDF\ VIUDIHJI\
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Future of value added In services?

Learning from Silicon Valley:
1. Investment into research & development
| Horizon Europe

2. Access to (venture) capital
| Capital markets union

3. Market size matters
| Single market for services

No large employment effects
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Policy recommendations

Continue European regulatory approach
DSA & Al strategy

Completing Single Market
Investment into R&D

Protection against surveillance & cyber terrorism
Prevention against gov. surveillance needs political solutions

Digital connectivity strategy
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