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Within the last decade, the world has seen an unprecedented trend on cross
border data flow. The free flow of data is critical for the supply of trade in services in
the digital age. Yet, this trend also causes policy concerns in the areas of privacy
protection, national security, and law enforcement. Data localization is one of the
most prominent responses in light of these concerns. There is therefore a strong
tension between the liberalization of the trade in service and data localization
measures. This tension has shown in recent trade negotiations such as the
Trans-Pacific Partnership Agreement (TPP), Trans-Atlantic Trade and Investment
Partnership (TTIP), and the Trade in Services Agreement (TiSA). If this tension
persists, it may prove to be an insurmountable obstacle to the further liberalization in
world trade. This paper looks into the content and policy objectives of recent data
localization measures. Furthermore, this paper analyzes the positions of major
countries as reflected in negotiations of major free trade agreements. To conclude, this
paper suggests that alternatives to data localization measures should be considered so
that the policy objectives could be better served while maintaining the momentum of
the further liberalization of trade in services.
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