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Abstract

The paper investigates aspects of digital trade in the United Kingdom and
the possibility of adopting this experience in Ukraine. The authors analyse the
performance of digital trade by segment and identify three clusters based on
which they construct a mechanism for introducing the U.K. experience into the
development of digital trade in Ukraine. By means of indicator systematization,
the authors track the dynamics of gross value added in the sectors of IT, soft-
ware and computer services, computer programming, consulting, and software
publishing. The work identifies the tech companies based on the data of London
Stock Exchange. Based on the analysis of average earnings in the U.K. digital
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sector by age group, the authors substantiate their suggestions aimed at creating
new jobs for all age groups in Ukraine. Graphics illustrate the dynamics and
trends of GDP growth from investment into digital technology in the United King-
dom over the period from 2020 to 2040. Based on this, the authors delineate the
factors of influence and design the mechanism of introducing the U.K. experience
into the development of digital trade in Ukraine.
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Problem Statement and Literature Review

Digital technology has changed the modern life with a tendency to con-
tinue doing so in the future. The economic future of the United Kingdom, its jobs,
wage levels, prosperity, national security, cost of living, productivity and ability to
compete globally, as well as the country’s geopolitical position in the world — all
this depends on continued and growing success in digital technology. That is why
the United Kingdom strengthens its positions as the world’s science and technol-
ogy superpower. Special attention is paid to building blocks of the digital econ-
omy, from super-fast Internet access to cyber-security capabilities. Over the re-
cent years, the inflow of private capital into the U.K. technology has been larger
than in any other European country, as attested by thousands of high-paid new
jobs across Great Britain. In the new fields, such as artificial intelligence (Al), ad-
vanced semiconductor design and quantum computing, the United Kingdom is a
world leader. The global network of partners and allies are a foundation for the
United Kingdom to act as a force for digital good in the world arena. These very
aspects enable the United Kingdom to sign agreements for the development of
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digital trade and innovations. The first agreement was signed with Singapore.
Ukraine will become the second country in the world to sign such an agreement
with the UK. Thus, there appear many preconditions for considering the digital
trade experience of the United Kingdom and elaborating on the terms of this
agreement.

The analysis of specialized foreign and Ukrainian literature allowed us to
organize this research. In this article, the authors studied the works on digital
trade and the U.K. economy written by such scientists as Cliodhna (2022),
Huaping and Binhua (2022), Okorie et al. (2022), Penga and Changgi (2022),
Sava (2022), and Swabey (2022). In order to achieve the goal set for this study,
the authors also considered the works on digitalization in Ukraine, in particular by
Zhosan (2020), Pyshchulina (2020) and Semenoh (2020).

The aim of this study is to develop the digital economy in Ukraine by
means of revealing the dominant tendencies in the digital trade of the United
Kingdom and to work out the mechanism for their adoption in Ukraine.

Research Results

At the present time, the United Kingdom has achieved success in the
sphere of digital business and it upholds its leadership position in the sphere of
fintech. The success and wealth created by investors and founders of digital
businesses has become national success, which should be followed for the de-
velopment of digital trade in Ukraine.

The United Kingdom is one of the best places in the world to launch and
develop a technology business. Digital strategy determines the vision and the ac-
tions necessary for its realization. An approach to supporting and strengthening
the digital economy can increase the annual gross value added of the U.K. tech-
nology sector by additional £41.5 billion by 2025 and create additional 678 thou-
sand jobs.

In the authors’ opinion, it is necessary to graphically see the dynamics of
digital trade performance in 2021 by segment (Figure 1).

As it can be seen from Figure 1, the authors studied three positions — an
increase in indicator values, no change in indicators, and a decrease in indicator
values — which comprise the clusters ‘sales performance’, ‘investment plans’ and
‘projected number of employees’ that constitute the segments of digital trade. In
2021, these segments had a tendency to increase or decrease. As the con-
structed diagram shows, the overall digital economy performance in the U. K. has
increased in 2021 compared to 2020. Such company segments as sales, invest-
ments and projected number of employees, have grown in 2021.
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Figure 1
Performance of digital trade in the United Kingdom in 2021 by segment
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Source: adapted from Cliodhna (2022); Department for Digital, Culture, Media & Sport
(n.d.); and Office for National Statistics (UK) (n.d.).

In the authors’ opinion, in order to have a full understanding of the current
state of digital trade in the United Kingdom, it is necessary to analyze the indica-
tor of gross value added over the last ten years, which will allow us to track the
dynamics and to reveal the weaknesses of economic situation.

Gross value added (GVA) measures the value created during production of
products and services. This is one of the indicators of overall economic performance.
The data show gross value added in current base prices in pounds sterling. The data
for the last year are usually provisional in nature, whereas final data are shown in an
update for the next year. Temporary data are indicated in the dataset.

The diagram in Figure 2 features three components, thus, in our opinion, it
is necessary to specify these indicators and to analyze them separately. Thus,
the dynamics illustrates graphically the gross value added of the IT, software and
computer services sector in the United Kingdom from 2010 to 2021. In 2021, the
gross value added exceeded £42 billion. This constitutes an increase by 74.7%
over the last 11 years starting from 2010, which testifies to positive growth dy-
namics. It should be noted that this dynamics does now exhibit any sharp varia-
tions in indicator values, which is evidence of stable economic growth.
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Figure 2

Dynamics of GVA in the IT, software and computer services sector,
computer programming and consultancy sector
and software publishing sector in the UK from 2010 to 2021
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Source: adapted from Cliodhna (2022); Department for Digital, Culture, Media & Sport
(n.d.); Office for National Statistics (UK) (n.d.); and Sava (2022).

The GVA statistics in the sector of computer programming, consultancy and
related activities in the United Kingdom over the period from 2010 to 2021 illustrates
that gross value added was approximately £50 billion in 2021. Over the last 11 years,
this indicator has grown by 56.84%. However, the highest value of this indicator was
recorded in 2018 —£50.5 billion, — which is 58.8% higher than in 2010. In comparison
with 2021, we can conclude that this indicator has decreased by -1.23%. In the au-
thors’ opinion, such a decrease can be connected with the fact that, starting from
2019, the U.K. economy has been demonstrating the weakest results since 2009,
when the country had not fully recovered from the Global financial crisis due to
weaknesses in consumer prices, trade and business investment.

This statistics shows gross value added in the software publishing sector
of the United Kingdom over the period from 2010 to 2021, and it is in 2021 that
the gross value added was almost £1.5 billion.
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In what concerns this dynamics, the indicators increased by 108.57% on
the overall, however, as it was the case with the previous indicator, it was the
year 2018 which saw the highest growth of 185.71%, which was 37% higher than
in 2021, indicating a negative tendency. This can be connected with low growth
of GDP in the United Kingdom in 2018-2019 from 1.4% to 1.3%. At that time, the
majority of economists expected the weakening of growth in the United Kingdom
over the nearest two years due to its exit from the European Union.

When elaborating on the issue of the U.K. experience in digital trade, it is
worth paying attention to technology companies that are directly linked with it
(Figure 3). The best example is the indicators of the London Stock Exchange be-
cause it is one of the largest stock markets in the world.

Figure 3

London Stock Exchange (UK): Market capitalisation of top technology
companies in 2022
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Source: designed using the data of Department for Digital, Culture, Media & Sport (n.d.);
and Office for National Statistics (UK) (n.d.).
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As it can be seen from Figure 3, during the period starting January 2018 to
June 2022, the overall market capitalization of technology companies listed at the
London Stock Exchange fluctuated between the minimum value of £142 billion in
March 2020 to the maximum value of almost £206 billion in August 2021. As of
June 2022, the market capitalization of technology companies listed the London
Stock Exchange was £153.4 billion.

In order to achieve the set goal, in the authors’ opinion, it is important to
analyze the financial feasibility of digital trade. Thus, the dynamics of average
earnings in the digital sector of the United Kingdom over the period from 2011 to
2020 is shown in Figure 4.

Figure 4

Average earnings in the digital sector of the United Kingdom
from 2011 to 2020
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Source: adapted from Cliodhna (2022); Department for Digital, Culture, Media & Sport (n.d.).
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As Figure 4 demonstrates, the statistical data show average earnings in
the digital subsector of the United Kingdom over the period from 2011 to 2020.
The provisional indicator for the subsector of information services in 2020 was
more than £40,000. Nevertheless, the highest average earnings were observed
in computer programming, consultancy and related activities — almost £41,100. It
is also important to understand which age group is involved in the digital trade in
the United Kingdom. This understanding is of highest urgency because introduc-
ing the experience of the United Kingdom into the development of digital trade in
Ukraine will lead to the appearance of new jobs. Thus, it is necessary to find out
which specific age group can hope for increased number of jobs when develop-
ing the digital trade in Ukraine. Average earnings in the digital sector of the
United Kingdom in 2020 by age group are shown in Figure 5.

Figure 5 shows the distribution of average earnings in the U.K digital trade
sector by age group in 2020. The average earnings in the United Kingdom for
employees of 40 to 59 years of age exceeded £45,000.

Figure 5

Average earnings in the digital trade of the United Kingdom in 2020,
by age group
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Source: adapted from Cliodhna, (2022); Department for Digital, Culture, Media & Sport
(n.d.); Office for National Statistics (UK) (n.d.).
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However, it is worth emphasizing that all work-able population from 18 to 60
years of age and above are engages in the digital trade sector. This can be explained
by the fact that, because digital trade is currently the most relevant sector of the econ-
omy, a lot of young people strive to work in this field. However, the starting point for
digital trade can be traced back to many years ago, thus, a large share of people of 40
to 50 years of age have the necessary competences to realize their capabilities and
skills in the digital trade. It is worth to pay separate attention to the fact that today digital
trade can be performed remotely, enriching the advantages of this work.

As it was noted at the beginning of this study, the GDP of the United Kingdom
has decreased since 2019 due to the country’s exit from the European Union, which
now constitutes one of major impediments to the development of the country’s econ-
omy in general and its digital trade in particular. In the authors’ opinion, these aspect
and experience should be taken into account as a factor of influence upon the devel-
opment of digital trade in Ukraine. Today, Ukraine faces the prospects of accession
to the EU, on the one hand, and the adverse effects of the Russia’s military invasion,
on another hand. Thus, these aspects should be taken into account when construct-
ing the mechanism of introducing the experience of The United Kingdom into the de-
velopment of digital trade in Ukraine. The authors constructed the graphs of the dy-
namics and tendency of GDP growth from investment in digital technology in The
United Kingdom over the period from 2020 to 2040 (Figure 6).

Figure 6

Growth of GDP from investment in digital technology
in the United Kingdom from 2020 to 2040
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Source: designed using the data of Department for Digital, Culture, Media & Sport (n.d.);
Office for National Statistics (UK) (n.d.).
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As it can be seen from Figure 6, it is projected that the GDP of the United
Kingdom will reach £2,651 billion by 2025, and £3,361 billion by 2040. However,
the COVID-19 coronavirus pandemic (COVID-19) induced accelerated investment
in digital technology which has also affected the country’s GDP. The GDP of the
United Kingdom is expected to grow by 2.8% thanks to technology investments
and by almost 7% in 2040. It is worth noting that it is impossible to forecast how
exactly this factor will affect the process development. For example, although the
coronavirus pandemic is a negative factor, it is also a precondition for positive ef-
fects in the development of digital trade, thus, in the authors’ opinion, when working
out the mechanism of introducing the experience of the United Kingdom into the
development of digital trade in Ukraine, the factors of influence should be divided
into three groups — the positive, the negative and the variable factors.

The authors of this study made an attempt to develop a mechanism for in-
troducing the experience of the United Kingdom into the development of digital
trade in Ukraine (Figure 7), however, already today, there exist key conditions
that — if satisfied — would speed up the development of digital trade: The reduc-
tion of the tax which affects the digital trade, regulatory change, free access to
foreign talent, better learning and skill support, increased support for science and
research outcomes and innovations. In the authors’ opinion, meeting these con-
ditions will provide an opportunity to speed up the introduction of digital trade.

The developed mechanism of introducing the experience of the United
Kingdom into the development of digital trade in Ukraine takes into account the
clusters developed by the authors — sales performance, investment plans and
projected number of employees, — with each cluster including basic indicators,
part of which were considered in this study. Based on these indicator data, the
consequences can be identified, which should be either taken into account in the
process of digital trade development or prevented in order to ensure its effi-
ciency. With the aid of cluster indicator analysis, the authors identified the factors
that bear influence on the development of digital trade. These factors are subject
to the Digital Trade Agreement concluded between Ukraine and the United King-
dom. The provisions of this Agreement cover three aspects: The creation of open
financial markets, technology cooperation support and the creation of new and
improvement of the existing financial technologies and payment systems. In its
turn, this agreement will affect both the development of digital trade and the digi-
tal trade including integrated chains, smart products and new business models.
Digital trade combines classical (cloud computing, industrial networks, data
warehouses) and new (metaverse, smart-contracts, artificial intelligence, block-
chain technology, cyber-security, digital currency) technologies, which ensures
the development of digital trade in Ukraine taking into account the experience of
the United Kingdom. The developed mechanism, in the authors’ opinion, can lay
the basis for the methodological approach to assessing the level of digital trade
development in Ukraine.
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Figure 7

The mechanism of introducing the U.K. experience into the development
of digital trade in Ukraine

Open financial Technology
markets ——— cooperation

Factors of influence

Digital Trade i
Alglreemem (external and internal)
Btz e Negative Variable Positive

payment systems

Metaverse Cyber security l
p— chains —> Development
contracts Digital of digital trade
7 currency
Gloud S 1 “
computin ew
puting pi’gs&s business Data
| an services | models J warehousing
Artificial -
Industrial
intelligence —] r?etuwso:llfs
Blockchain
technology
Take account of Consequences Prevent
GVA of digital trade;
CLUSTER1 L/ Sales Stock exchange markets;
performance > Level of GDP ina country;
Average earnings in the digital sector
Growth of GDP from investment in digital trade;
Software expenditures in the information industry;
Number of computer programming, consulting, data
processing and hosting, and software publishing
CLUSTER 2 | | Investment | | enterprises;
plans Number of wireless telecommunications and satellite
communications companies in the communications
industry.
Employment in computer consultancy activities sector;
Projected Number of specialists, managers, business analysts, and
CLUSTER 3 | _| number of —» T project and programme directors;
emplovees Number of jobs in the digital sector;
ploy Employment in the field of computer programming




Journal of European Economy 501
Vol. 21. Ne 4 (83). October—December 2022.
ISSN 2519-4070

Conclusions

In conclusion, it should be noted that now is the time when the foundations
for the Ukrainian digital economy in general and digital trade in particular start to
gain momentum. The implementation of the world-class Digital Trade Agreement
with the United Kingdom will provide an opportunity for Ukraine to harness the
power of data for introducing a light pro-growth regulatory regime that protects
the citizens while encouraging both investment and innovation. This will lead to
competitive regulatory advantages in the digital and economic spheres and
strengthening of the digital global market competition. There are also prospects
for guaranteeing the technical and digital security from threats of the enemy
state, as well as the proper protection for highly sensitive technical intellectual
property. In the authors’ opinion, further research should be directed towards
considering the emergence and development of digital trade in Ukraine.
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