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Internet Use, Consumer Service Industry Expansion and Labor Income Differentiation

MA Shuzhong WU Peng PAN Gangjian
(Zhejiang University, Hangzhou, China)

Abstract: Using the data from the 2017 China Comprehensive Social Survey (CGSS) and 2020 China Family
Panel Studies (CFPS), this paper investigates the impact of Internet use on labor income of laborers with different
skill levels. The study finds that the impact of Internet use on labor income satisfies the “power law” of the stratifica-
tion theory, which means that the diffusion of digital technology is universal, but there are differences in the impact on
groups with different education levels. The higher the education level is, the greater benefit one receives. Mechanism
analysis shows that, on the one hand, Internet use helps workers sign formal labor contracts and prolong their work-
ing hours, thereby increasing labor income, and this effect is more significant among high-skilled laborers. On the
other hand, the development of the Internet has spawned changes in various industries. Compared with low-skilled la-
bor, high-skilled labor is more likely to engage in more complex occupations, and the Internet plays a stronger role in
increasing their labor income. The expansion of consumer services brought about by the development of the Internet
can enhance the positive effect of the Internet use on the income of low-skilled labor.

Keywords: Third-Order Digital Divide; Power Law;Income Differentiation; Consumer Service Industry
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