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The Internet and Skills Premium
HU Shancheng, HAN Lv ( Nankai University, 300071)
ZHANG Yanyan ( Party School of Tianjin Municipal Committee of the CPC, 300191)
Summary: Technological progress and income inequality are the subject of economic research. The process of
“creative destruction” represented by technological progress will not only transform productivity and the
production mode, but also cause the production factors to reorganize and the income distribution pattern to
change. After entering the 21st century, China has achieved rapid development in information technology, and

the population of Internet users has grown steadily, with about 989 million as of 2020. The Internet penetration
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rate jumped from 4. 6% in 2002 to 70. 4% in 2020. However, despite the existence of a certain degree of skills
premium in China, previous research on the relationship between information technology and wage inequality
has been controversial. Therefore, we need to provide more evidence to show that the development of
information technology has caused wage inequality.

This paper presents a general equilibrium theoretical framework for analyzing the influence of Internet on
skills premium, and estimates the skills premium using panel data of China’s prefecture-level cities and China
Migrants Dynamic Survey ( CMDS) data (2011 —2018). The study finds that for every 1% increase in Internet
usage, the high-low skills premium increases by 0. 3% ~0.7% , the high-medium skills premium by 0. 1% ~
0.3% , and the medium-low skill premium by 0. 1% ~0.5% . The possible channels of the skills premium are
further investigated and the finding is that the Internet exacerbates the skills premium by exacerbating
educational inequality, concentration of human capital and occupational stratification. The Internet skills
premium also varies by city size, central city and region. This paper provides new evidence of wage inequality
caused by Internet, and has some policy implications on how to develop the digital economy in a way that
benefits more people.

According to the research conclusions of this paper, in order to reduce the wage inequality caused by
Internet, China should build an integrated information and data exchange and sharing platform, and promote
equal access to information infrastructure and information and data resources, and the rational allocation of
educational resources at all stages.

This paper contributes to the existing literature in two aspects. First, based on the studies of Acemoglu
and Autor (2010), Autor and Dorn (2013 ), this paper proposes a theoretical model for analyzing the
relationship between the Internet and skills premium. Second, this paper estimates the skills premium caused
by Internet based on the data of prefecture-level cities in China and CMDS, and further discusses the possible
channels of the skills premium caused by Internet.

Due to data limitation, this paper focuses on whether the Internet is the cause of China’s skills premium
and the possible channels. Further consideration may be given to why Internet causes differentiation in skills
premium.
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