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India and
e-commerce:
It's now or

never

The government must not get deterred by the
narrative against data localisation being
perpetrated by some players with one foot in
India and another in the developed world. No
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Undoubtedly,India ispoised tobe one
of the biggest sources of data in the
world. With suitable policies, the coun-
try’s huge data advantage can be lever-
aged for economic development. This
appears to have provided inspiration for
the draft national e-commerce policy
formulated by the Department for Pro-
motion of Industry and Internal Trade
(DPIIT).

providesit considerable elbow room to
impose restrictions onoutflows of data.

The third strand of criticism isthat on
account of restrictions on cross-border
data flows,SMEs and start-ups in the dig-
ital sectorwill not be able to access cloud
computing services and their costs will
rise. However, the critics miss the fact
that the draft policy provides an excep-
tion whereby software and cloud com-
puting services involving technology-
related data flows will not be subject to
restrictions on data flows.

Fourth, some commentators fault
with data localisation by stating this
would restrict competition in thedomes-
tic market and the Indian consumer
would be subject to monopoly abuse. Itis
not difficult tospot flaws in thiscriticism.
Given the market size in India, MNCs
cannot afford to abandon the market.
Localisation of data will compel them to
undertake their operations from India,
instead of servicing the Indian market
from abroad. Also,data localisation may
give a fillip to new firms emerging in
India. Thus, competitionisunlikely toget
reduced.

In sum, the case against restrictions
oncross-borderdata flows isnot persua-
sive. The government must move for-
ward quickly and finalise the national e-
commerce policy.

So far, we have focused on domestic
issues, but what about developments on
the external front? Deliberations on e-
commerce at two important interna-
tional platforms meritattention.

At the WTO, even without any multi-
lateral mandate,7 5 countries have initi-
ated negotiations on e-commerce. It
should not come as a surprise that pro-

hibiting restricti b

The draft policy strongly ad:
flexibilityforimposingrestric-
tionsonm@botdyaoutﬂowof datacol-
lected by IoT devices installed in public
places, and data generated by users in
India by various sources. This is aimed at
monetisingthedataand givingafillip to
players in the digital arena within India.
However, this has proved to be con-
tentious.We turn to thevarious grounds

flows is at the centre of these negotia-
tions. This isa blatant attempt by global
players in the digital arena to continueto
have access to data generated in other
countries for free,and preventing coun-
trieslikeIndia fromleveraging theirdata
advantage.

Itisalmostaforegone conclusion that
theruk i 't iati

of criticism of the proposed policy advo-
cating restrictions on cross-border flows.

First, some playersin the digital sec-
tor, and a few academicians, are of the
view that by advocating restrictions on
cross-border flow of data, the draft e-
commerce policy is a throw-back to the
protectionist model followed by India
priorto 1991. Even without going into
the merits of this contention, the propo-
nents of this perspective need to be
reminded thatIndia succeeded increat-

i
try by going against the prescription of
free traders. The government should not
upholdtradeliberalisationas a dogmato

amonga sub-set of WTO members will
prohibit countries from imposing
restrictions on data flows. India has
rightly refused to join the negotiations.
However, in a determined bid to prevent
Indiafr ing ricti dat:
flows,developed countriesareseekingto
usetheG20 platformtocommitIndiato
jointhe negotiati n e-

Shinzo Abe, Japan’s PM, has
announced that during the G20 Leaders’
Summit to be held in Japan later this
month,hewould“set in train anew track
forlooking at datagovernance—callit the
Osaka Track—under theroof of theWTO.
Joining the Osaka Track would commit

befollowed even if it hurts India to joining the WTO
country in history has prospered by giving away | the country and prevents negotiations on e-com-
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So, why is e-commerce critical for
India and what is the reality behind the
debate on some of the core issues con-
cerning the digital economy? Let us
examine both these questions.

Within a short period of time, the

ities

with the digital arena has significantly
enhanced, both globally and in India.
According to some estimates, by 2020,
15-20% of global GDPwill be based on
data flows. Further, by 2022, the size of
digital economyinIndiaislikelytobe $ 1
trillion,and by 2030 it could constitute
almost 50% of the entire economy.

So that the digital economy creates

jobs and generates high-value-creating |

onsearch enginesand social media inthe
virtualworld; onlinemessaging services;
online entertainment streaming; credit
card transactions; online delivery of ser-
vices. All of them thrive by leveraging
their access to data. New entrants, with-
out having the advantage of access to
data, cannot survive for long.

Coming back to India, the country is
unlikely tobe thesource of new technol-
ogy in the digital sphere in the next few
years. The ecosystem required for it just
doesnot exist here. However, India’scom-
petitiveadvantage in the digital sphere is
in data. To illustrate, the total numberof
internet usersinIndi ds the com-

prehend why this fear is highly exagger-
ated.

The ability of a country to impose
restrictions on outflow of data is not
unfettered. It is restricted by the coun-
try’s existing commitments under the
General Agreement on Trade in Services
attheWTO.Asmostdeveloped countries
have committed to a fairly open regime
under cross-border delivery of services,
they would be unable to impose restric-
tions onoutflowof data in most services
sectors. This reduces the risks for India’s
exports of IT services.

1t is relevant to mention that unlike

developed countries, India has not taken

bined usersinthe USand Japan.

extensive commitments on services.This

stronglyresist this,evenif it has to stand
alone at G20 and WTO meetings. Let it
not be said a decade down the line that
India missed the digital revolutionand
the country became merely a consumer
of digital products because it shied away
fron ingrestricti cross-bor-
der data flows. If we want a vibrant digi-
tal economy to flourish in India, thena
bold and clear-headed decision is
urgently called for.

Post-script: The Centrefor WTO Stud-
ies has not received fundsfromanyentity
operating in the digital domain. For the
sake of transparency, we urge think tanks
writing articles on e-commerce to make
asimilar disclosure.




