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Connecting the Countryside via E-Commerce: 
Evidence from China†

By Victor Couture, Benjamin Faber, Yizhen Gu, and Lizhi Liu*

This paper estimates the impact of the �rst nationwide e-commerce 
expansion program on rural households. To do so, we combine a ran-
domized control trial with new survey and administrative microdata. 
In contrast to existing case studies, we �nd little evidence for income 
gains to rural producers and workers. Instead, the gains are driven 
by a reduction in cost of living for a minority of rural households that 
tend to be younger, richer,
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may also not trust transactions that occur before inspecting the product or without 
interacting with buyers in person.

To overcome these barriers, the Chinese government recently partnered with a 
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gains or losses on the production and income sides of the local economy. This �nd-
ing remains when using the �rm’s database to quantify village out-shipments up to 
2.5 years after program arrival and using the universe of transaction records instead 
of survey samples. Instead, we �nd that the gains from e-commerce are driven by a 
reduction in cost of living for retail consumption. This effect is sizable (5 percent) 
among the group of rural households that are induced to use the new e-commerce 
option. These users, however, only represent about 15 percent of rural households, 

https://www.bangkokpost.com/business/1599750/commerce-ministry-touts-taobao-model
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product group. Each price quote is at the barcode-equivalent level when possible 
(recording brand, product name, packaging type, size, �avor if applicable). In the 



41





43COUTURE ET AL.: CONNECTING THE COUNTRYSIDE VIA E-COMMERCEVOL.3 NO. 1



44 AER: INSIGHTS MARCH 2021

recent studies of internet and e-commerce use in China () ((
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our survey’s 12-month time window? Second, are our survey data missing rare but 
highly successful tail events on the production side that could shift the average effect 
on local household incomes?
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III.  Evaluation

In the �nal part, we interpret the program’s observed effects through the lens 
of a simple theoretical framework. The most robust effect that we �nd is on the 
substitution of local households’ retail expenditures to the new e-commerce shop-
ping option. To quantify the cost of living implications consistent with these esti-
mates, we follow a revealed-preference approach as in recent work by Atkin, Faber, 
and Gonzalez-Navarro (2018) and structure household preferences into three tiers: 
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interventions allow rural markets to reap the gains from trade through e-commerce 
for both producers and consumers.
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