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Introduction

A rapid growth of China’s Taobao Village
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A slogan in one of the Taobao
villages of Shantou, Guangdong
province: Running around outside,
is inferior to doing Taobao
business at home!

“If you want to have a good life, go
to do Taobao business
immediately!”

At the eve of Double Eleven,
Taobao store owners in one of the
Taobao villages of Shandong
province attend the oath-taking
rally to expect a harvest at Double

Eleven. l

| mmsnﬁsmgiasm;xe

In Chengdu’s Taobao village,
Workers worked extremely hard to
produce clothes for Double Eleven.




Taobao and inclusive innovation

 Inclusive innovation: aims to create and enhance
opportunities to improve the wellbeing of those at the
“bottom of pyramid” (George et al. 2012; OECD,
2013).

* Questions arise: Can Taobao village be regarded as a
strategy of inclusive innovation? Has Taobao led to a
sustainable and inclusive growth of rural places in
China?

« This study attempts to investigate the impacts of
Taobao on rural development with a case study of
Zhejiang province where Ali baba is located.

‘ Structural
‘ transformation
Turning to realize
taobao sustainable
Exploration for villagers into growth
initial growth innovators
Breadth of
taobao
accessibility

-
>

Depth of taotao exploration

A progressive framework for taobao and inclusive innovation




Research Design

* Taobao village: (1) Annual turnover of e-commerce larger
than 10 million RMB (1.46 million USD) ; And (2) At least
more than 100 Taobao stores in the village, or at least 10% of
rural households engaging in Taobao.

» Initial growth: (1) Increase of villagers’ income; (2) Increase
of sales revenue.

* Innovation: (1) Product innovation, namely, the improvement
of products (services)” quality; (2) Process innovation: use of
new equipment to improve labor productivity etc.

e Structural transformation: (1) Diversification of local
industries; (2) Increase of high-educated people, for instance,
attracting college graduates to return home to start a business.

A Number of Taobao Villages % e,
i

Y » Taobao villages are
located at the eastern
coastal regions;

» Zhejiang hosted 779
Taobao villages in
2017, ranking number
one;

» Zhejiang is followed by
Guangdong province
which holds 411
Taobao villages;

Legend oo » Jiangsu ranked
number 3 with 262
Taobao villages.

, TINREC




Taobao villages in China

Grassroots
Entrepreneurship

At the end of 2017, there were 470,000 Taobao stores in these villages,
which are the engine of Taobao villages.

g Taobao-platform
Empowerment

Taobao not only provides e-platform for trading, but also financial and
logistic support and big data analysis.

[ Effective Government

Support on infrastructure and public services, for instance, Zhejiang
invested 10 millions yuan on e-commerce villages, governments of
Jiangsu and other places build up the e-commerce training base.
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Rapid growth after the year of 2013;

Diversified products but mainly focus on clothing, shoes, daily necessities

and agricultural products.

= Cosmetics
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Spatially spread to most of the
county-level regions;

Some regions host more
Taobao villages than others.

Selected 300 Taobao villages
to do questionnaire survey
and interviews on village
cadres (mostly village head)
and Taobao store owners in
2017.

Number of Taobao villages

CJo N
| R o 10 20 40 Miles
| Bl

Employment of Taobao villages

Table 1: Employment profile of local largest Taobao store

Minimum Maximum Mean
Number of 2 7030 101
employees
Number of local 0 120 8
employees
Number of non-local 0 6910 90
employees

How do local largest Taobao store recruit their employees?

Employees are Employees are Employees are Employees are
mainly friends mainly relatives introduced by friends recruited through

and relatives labor market
18% 27% 12% 64%




Sales channel of Taobao villages

Table 2: Main sales channels of Taobao villages

What are the sales channels of your village?

Selling local products by Selling local products  Selling nonlocal products
traditional channels through e-platform through e-platform

35% 27% 41%

» Taobao enables villagers to be independent of local
resources (products) to make a fortune.

» For those selling local products, traditional sales channels
are still important to Taobao villages.

Taobao: A successful strategy for
Inclusive innovation?

Breadth of Taobao accessibility: 99% of Zhejiang villages can access to broadband

6

Depth of Taobao exploration

B Increase of sales revenue B Increase of villagers' income

M Process innovation | Product innovation

M Diversification of local industrial structure B Attraction of high-educated people




Taobao: A successful strategy for
Inclusive innovation?

y

Structural

‘ transformation
Turning to realize
taobao sustainable
Exploration for villagers into growth
initial growth innovators
Breadth of
taobao X
accessibility )'d

“In the past, I can only sold my products locally. Taobao provides
me a new channel to expose my products to national and even
international consumers, and the use of e-platform increases the
sales revenue greatly” (Taobao store owner).

“The largest Taobao owner in our village is a young lady who has
been doing Taobao for more than ten years. Her annual income is
around 600,000-800,000 RMB" (village head).

“As a disabled person, I could not earn my living before 1 do
business on Taobao. Local Chinese walnut is nationally well-
known. I purchased them from local factory and sold them in my
Taobao store after a simple packaging. Right now I am not only
able to live on my own but also can support my family! " (Taobao
store owner).

_10_




Stage 2: Turning into innovators

“You may think that increasing demands for our products may
force us to enhance the labor productivity and even improve the
quality of our products. But this does not happen to us. At present
we are quite happy about what we have been and do not want any
change” (local entrepreneur who is engaged with Taobao).

“To our village, innovation is difficult because we are lack of
high-educated people. A majority of our villagers drop out from
high school. They used to be farmers without receiving a higher
education” (village cadre).

“I do not think the adoption of e-platform will induce localized
innovation. Many of Taobao store owners sell products from other
places. How come this behavior is helpful for local innovation?

“Before the popularity of Taobao business, there were over one
hundred processing factories in our village. The number of these
factories does not change ™ (village head).

“We are one of the earliest Taobao villages awarded by Alibaba
and have been doing very well since then. Many other villages
come to learn our experience. But talking about the extension to
upstream and downstream industries, emerging tourism industry,
increase of restaurants and hotels, I do not see this
coming " (director of e-commerce association).

“Yes, there are some graduates who come back to do Taobao
business. But this number is still very small. Most of them are
reluctant to return. There are more opportunities and a brighter
Sfuture in big cities " (village head).

_11_



Dark side of Taobao village

» About one-six of surveyed villages informed that Taobao
business also brings about a few of problems, such as
environmental pollution (packaging waste), low price
competition and less people engaging in primary industry etc.

“Taobao business is dependent upon logistics or express delivery
which will inevitably produce packaging waste. Currently people
do not realize that it will be a big issue, but in the future we have

to seriously deal with this problem.” (village head).

“Taobao indeed expands our sales channels, but at the same time
it also makes the price quite transparent. To achieve a better
sales performance, many Taobao owners resort to low price
competition rather than quality improvement” (Taobao store
owner).

Summary

» A rapid growth and an uneven spatial distribution of
China’s Taobao village after 2014. Grassroots
entrepreneurship, Taobao empowerment and effective
governments are important driving forces.

« As the birth place of Alibaba, Zhejiang province hosts the
largest number of Taobao villages in China.

« There is a wide accessibility of Taobao in Zhejiang, and
Taobao store owners range from individuals and large
enterprises.

» Although Taobao enables villagers to be independent upon
local resources, traditional sales channels and local
specialized products are still very important especially for
those selling local products.

_12_




Summary

« Taobao engagement increases villagers’ income and local
sales revenue but has not yet stimulated innovation and
realized structural transformation.

« Taobao village is not yet a successful model of inclusive
innovation for rural China. It should adopt an evolutionary
and progressive perspective to understand inclusive
innovation and inclusive growth.

« For local government, it is not advisable to over-estimate or
under-estimate the role of Taobao in the process of rural
development. While local government should provide
“smart” supports to Taobao business, it also needs to avoid
the negative influences caused by Taobao economy.

THANK YOU'!

_13_
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