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The Impact of Data Localisation on India’s Economy !
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As the global economy grows increasingly digital, businesses rely on the free flow of data 
across borders to efficiently sell, produce and deliver their products. In India, national 
security plans threaten to disrupt cross-border data flows, and consequently harm the 
operations of most of its export-oriented businesses. !
Over the past few years, there has been a global proliferation of regulatory restrictions of the internet, in 
particular for commercial use. With the pretext of increasing online security and privacy, some 
governments are now requiring mandatory storage of critical data on servers physically located inside 
the country, i.e. data localisation. Given the nature of today’s globally interconnected economy, poorly 
designed national policies that increase data processing costs have a severe economic impact as many 
sectors of the economy rely on digitally supplied services and goods. !
Data localisation in India 
In India, online privacy is covered by rules published in 2011 by the Ministry of Communications and 
Technology to implement certain provisions of the 2000 IT Act. These Reasonable Security Practices 
and Procedures and Sensitive Personal Data or Information Rules introduced a strict consent 
requirement that only allows for sensitive personal data to be transferred abroad when “necessary” or 
when the individual’s consent has been obtained. These rules also introduced the individual’s right to 
access and review personal information that a company holds. The Ministry later issued a clarification to 
emphasise that the rules do not apply to outsourcing service providers in India, but only to companies 
that directly collect personal data. !
In January 2014, newspapers reported on a leaked internal note from the National Security Council 
Secretariat (NSCS), which shows that a three-pronged strategy with strong elements of data localisation 
is being considered. The NSCS proposal includes mandating all email providers to set up local servers 
for their India operations such that “all data generated from within India should be hosted in these India-
based servers and this would make them subject to Indian laws.” The strategy also includes creating an 
Indian email service, and asking government officials to use only email accounts provided by the 
National Informatics Centre (NIC) for official communication. Other efforts focus around ensuring 
Internet traffic data is routed within India as much as possible.  !
Economic impact of data protection 
When a new regulation restricts businesses and individuals from using data in a reasonable manner – 
prices of any good or service that uses data in its production also increase. Typically, data accounts for 
between 4 and 31% of production input in services. For example, the input costs for logistics companies 
increase when they can no longer process data on their customers or shipments using existing IT 
suppliers or infrastructure, or are faced with some compliance costs for doing so. These additional new 
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costs are inevitably passed on to their customers – who may be manufacturers, exporters and 
consumers.  !
Thus, increased regulation leads firstly to domestic productivity losses for the vast number of economic 
sectors that use data as a production input. Secondly, it creates an additional trade barrier for data 
processing and internet services, or any service (to a lesser extent also goods) that depends on the use 
of data for delivery. Thirdly, as the competitiveness of the economy changes, investments (both 
domestic and foreign) will be affected. !
The impact of data localisation 
In a new research paper, ECIPE has assessed the economic impact of the current privacy rules and the 
national security measures under consideration. The effect on GDP is rather low at -0.1%. However, if 
India were to introduce an economy-wide data localisation measure, the effect on GDP would increase 
to -0.8%, taking away roughly 20% of India’s projected growth for 2014. In addition, the domestic and 
foreign direct investments (FDI) that drive Indian exports and long-term growth, would drop with -1.9%. 
In terms of welfare loss, data localisation would costs the Indian worker almost 11 percent of one 
average month’s salary.  !
These findings show that the negative impact of disrupting cross-border data flows should not be 
ignored. The globalised economy has made unilateral trade restrictions a counterproductive strategy 
that puts India at a relative loss to others in the region, with no possibilities to mitigate the negative 
impact in the long run. If India fully enforces data localisation in all sectors, it will strongly impact the 
Indian economy by decreasing productivity, hampering exports and discouraging investment. !!!!!!!!!!!!!!!!!!!!!!!!!
!
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Hkkjr dh vFkZO;oLFkk ij MsVk LFkkuh;dj.k dk izHkko 

}kjk cVZ olZpsYMs] “kks/k lg;ksxh] bZlhvkbZihb (bert.verschelde@ecipe.org) !
D;ksa fd oSf”od vFkZ O;oLFkk rsth ls fMftVy dh vksj c<+ jgh gS] O;kikj muds mRikn 

ds fuiq.krk ls cspus] mRiknu vkSj igqapkus ds fy, lhekvksa ds ikj MsVk ds eqDr izokg 

ij fuHkZj gSA Hkkjr esa] jk’Vªh; lqj{kk ;kstuk lhekvksa ds ikj MsVk ds izokg dks ckf/kr 

djus dk [krjk is”k djrh gS] vkSj ifj.kke Lo:i vf/kdka”k fu;kZr mUeq[k O;kikjksa ds 

lapkyu dks uqdlku igqapkrk gSA 

fiNys dqN o’kksZa esa] fo”ks’k :Ik ls okf.kfT;d mi;ksx ds fy,] baVjusV ds fu;ked izfrca/k dk oSf”od izlkj dj 

fn;k x;k gSA c<+rh vkWu ykbu lqj{kk vkSj xksiuh;rk ds cgkus] dqN ljdkjksa dks vc “kkjhfjd :i ls ns”k ds 

vanj fLFkr loZjksa ij egRoiw.kZ MsVk dh vfuok;Z HkaMkj.k] vFkkZr & MsVk LFkkuh;dj.k] dh vko”;drk iM+ jgh gSA 

vkt dh fo”o Lrj ij ijLij vFkZO;oLFkk dh izd̀fr dks ns[krs gq,] [kjkc fMtk;u dh jk’Vªh; uhfr;ka tks MsVk 

izlaLdj.k ykxr dks c<+krh gS dk ,d xaHkhj vkfFkZd izHkko gS D;ksa fd vFkZO;oLFkk ds dbZ {ks=ksa dks fMftVy vkiwfrZ 

dh lsokvksa vkSj oLrqvksa ij Hkjkslk gSA  

Hkkjr esa MsVk LFkkuh;dj.k  

Hkkjr esa] vkWuykbu xksiuh;rk lapkj vkSj izks|ksfxdh ea=ky; }kjk vkbZ Vh vf/kfu;e 2000 ds dqN izko/kkuksa dks 

ykxw djus ds fy, 2011 esa izdkf”kr fu;eksa ds vUrfuZfgr gSA bu mfpr lqj{kk izFkkvksa vkSj izfØ;kvksa vkSj 

laosnu”khy O;fDrxr MsVk ;k lwpuk fu;eksa us ,d l[r lgefr dh vko”;drk “kq: dh tks fd dsoy 

laosnu”khy O;fDrxr MsVk dks tc Þvko”;dÞ gks rks fons”k esa LFkkukarfjr gksus dh vuqefr nsrk gS ;k tc O;fDr 

dh lgefr izkIr dj yh xbZ gSA bu fu;eksa us daiuh ds ikl j[kh gqbZ O;fDr dh O;fDrxr tkudkjh ds igqap vkSj 

leh{kk ds vf/kdkj Hkh “kq: fd,A ea=ky; us ckn esa ,d Li’Vhdj.k bl ckr ij tksj nsus ds fy, tkjh fd;k fd 

fu;e Hkkjr esa ckgjh Bsdk nsus okys lsok iznkrkvksa ij ykxw ugha gksrs] fdarq flQZ mu daifu;ksa ij tks lh/ks 

O;fDrxr MsVk ,df=r djrs gSaA 

Tkuojh 2014 esa] jk’Vªh; lqj{kk ifj’kn lfpoky; ¼,u ,l lh ,l½ ls yhd ,d vkarfjd fVIi.kh ij lekpkj i=ksa 

us lwpuk nh] tks ;g n”kkZrk gS fd MsVk LFkkuh;dj.k ds etcwr rRoksa ds lkFk ,d rhu vk;keh j.kuhfr ij fopkj 

fd;k tk jgk gSA ,u ,l lh ,l ds izLrko esa lHkh bZesy iznkrkvksa }kjk Hkkjr esa lapkyu ds fy, LFkkuh; loZj 

vfuok;Z :i esa LFkkfir djuk “kkfey gS bl rjg fd ÞHkkjr ds Hkhrj ls mRiUu lHkh MsVk bu Hkkjr fLFkr loZjksa 

esa vk;ksftr fd;k tkuk pkfg, vkSj ;g mUgsa Hkkjrh; dkuwuksa ds vk/khu cuk;sxkAÞ j.kuhfr esa Hkkjrh; bZesy lsok 

cukuk] vkSj ljdkjh vf/kdkfj;ksa ls ljdkjh lapkj ds fy, jk’Vªh; lwpuk foKku¼,u vkb lh½ dsanz }kjk miyC/k 

djk, x, bZesy [kkrksa dk mi;ksx djus ds fy, dguk Hkh “kkfey gSA nwljs iz;klksa esa vf/kdre laHko 

baVjusV ;krk;kr MsVk dks Hkkjr ds vanj ls Hkstuk lqfuf”pr djuk ds vkl ikl /;ku dsafnzr djuk gSA  

!
MsVk laj{k.k ds vkfFkZd izHkko 

जब कोई नया िनयम कारोबार, और .य/0य, को उिचत तर4के से डेटा का उपयोग करने से रोकता है – तो वह 
सामान और सेवाएँ जो अपने उBपादन मD डेटा का उपयोग करती हF, उनकG कGमत, मD भी व/ृJ हो जाती है| 



आमतौर पर,	
  सेवाओ ंके िलए  उBपादन इनपटु मD डाटा कG भागीदार4 4 से 31% तक होती &| उदाहरण के िलए,	
  
'चालन-त,- चला. वाली कंपिनय, यSद अपने माहक, या लदान संबंधी डाटा का ूबंधन अपनी मौजदूा आईट4 
आपिूतXकताXओ ंया बिुनयाद4 स/ुवधाओ ंसे नह4 कर पाती हF	
  या ऐसा करने के िलए कुछ अनपुालन लागत का 
सामना करती हF, तो उनकG इनपटु लागत बढ़ जाती है| इस अित\र0 नई लागत को अिनवायX ]प से उनके 
माहक, पर डाल Sदया जाता है – जो Sक िनमाXता,	
  िनयाXतक और उपभो0ा हो सकते है| 	
  

इस ूकार,	
  बढ़ाये गये /विनयम सबसे पहले बड़4 सं_या मD आिथXक aेऽ, को घरेल ूउBपादकता मD नकुसान कG ओर 
ले जाते हF जो उBपादन इनपटु के ]प मD डेटा का उपयोग करते हF| दसूरे यह डाटा ूोसेिसंग और इंटरनेट 
सेवाओ,ं	
  या (भी माल एक हद तक कम करने के िलए) कोई भी सेवा जो Sडलीवर4 के िलए डेटा के उपयोग पर 
िनभXर करती हF, उनके िलए एक अित\र0 कारोबार4 बाधाएँ पदैा करते हF| तीसरा,	
   ज12-ज12 अथX.यवःथा मD 
ूितःपधाX मD प\रवतXन होता है,	
  व12 िनवेश	
  (घरेल ूऔर /वदेशी दोन,) ूभा/वत होगा| 	
  

!
डेटा ःथानीयकरण का ूभाव 	
  
एक नए शोध पऽ मD,	
  ECIPE	
  3ारा मौजदूा गोपनीयता िनयम, और /वचाराधीन राfीय सरुaा उपाय, के आिथXक 
ूभाव, का आकलन Sकया गया है| सकल घरेल ूउBपाद पर ूभाव बहुत कम बस -0.1% है| लेSकन अगर भारत 
एक .यापक अथX.यवःथा मD डाटा ःथानीयकरण के उपाय पेश करता,	
   तो सकल घरेल ूउBपाद पर असर बढ़ कर 
-0.8% हो जाएगा, जो 2014 के िलए भारत कG अनमुािनत व/ृJ दर का लगभग 20% कम कर देगा| इसके साथ 
ह4 घरेल ूऔर /वदेशी ूBयa िनवेश (एफड4आई) जो भारतीय िनयाXत और द4घXकािलक /वकास को संचािलत करता 
है,	
  -­‐1.9% िगर जाएगा| 	
  
कhयाण नiुसान के संबंध मD, डेटा ःथानीयकरण भारतीय कामगार कG एक औसत मह4ने के वेतन मD लगभग 11 
ूितशत हािन का कारण बनेगा|	
  
यह खोजD दशाXती हF Sक Sक सीमा-पार डेटा ूवाह पर बाधाओ ंके नकाराBमक ूभाव को नजरअदंाज नह4ं Sकया 
जाना चाSहए| वkैlक अथX.यवःथा ने एकतरफा .यापार ूितबंध को एक ूितकूल रणनीित बना Sदया है kजसने 
भारत को aेऽ के अmय भाग, कG तलुना मD अिधक नiुसान कG kःथित मD डाल Sदया है, और इसके साथ लंबे 
समय मD नकाराBमक ूभाव के कम होने कG कोई संभावनाएँ नह4 हF| अगर भारत परू4 तरह से सभी aेऽ, मD डेटा 
ःथानीयकरण लागू करता है,	
  तो यह घटती उBपादकता, िनयाXत मD बाधा और िनवेश को िनnBसाSहत करके भारतीय 
अथX.यवःथा को बहुत अिधक ूभा/वत करेगा| 

!


