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Abstract
This paper summarizes the factors of educational 
investment and the possible mechanisms of using the 
Internet on educational investment. From the existing 
research, the influencing factors of educational investment 
could be summarized as three aspects, which are the 
economic conditions, the structure of the member, and 
the cultural concept of the family. The main channels of 
using the Internet influence educational investment are 
economic mechanism and conceptual mechanism. This 
paper deepens the understanding of the impact of 
using the Internet on the development of society and 
households, and it is helpful to analyze the phenomenon 
of the intergenerational transmission of human capital, and 
provides research basis for promoting the development of 
the Internet and improving households’ welfare.
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1. INTRODUCTION
Educational investment is an important expenditure in the 
households’ consumption. It is a considerable investment 
related to the level of human capital and the quality of life 
for households, and it also has a significant effect on the 
future of descendants. With the economic development 

and the improvement of residents’ living standards, people 
pay more and more attention to education investment. In 
the current era of the Internet, distance education, online 
teaching and other learning methods not only provide 
more choices for residents, but also have a profound 
impact on individual learning habits and educational 
concepts. It is also of great significance to study the 
impact of Internet use on educational investment. This 
paper systematically collects relevant literatures on 
educational investment and using the Internet, and 
summarizes the main influencing factors of educational 
investment, as well as the mechanisms of using the 
Internet on educational investment, which provides a 
valuable reference for related research.

In the rest of this paper, the second section sorts out 
the main influencing factors of households’ educational 
investment, the third section further analyses the impact 
and the mechanism of using the Internet on the decision of 
educational investment, and the fourth section makes the 
conclusion for this paper and provides the suggestion for 
related research in the future.

2 .  I N F L U E N C I N G  FA C T O R S  O F 
EDUCATIONAL INVESTMENT
Educational investment is the main source of human 
capital investment. As a special capital relying on human 
beings, it is systematically introduced in the theory of 
human capital by Schultz (1961) initially, and it is widely 
regarded as an important input factor to promote modern 
economic growth (Becker, 1962; Mincer, 1958 & 1962; 
Johnson, 1970). Furthermore, the difference of human 
capital between peoples are leading to the widening 
of income gap and class differentiation (Mincer, 1974; 
Becker, 1975; Li and Ding, 2003; Zhang, 2006; Luo and 
Li, 2007). Yang et al. (2015) construct a OLG model 
and find that poor families invest less in early education 
restricted by family budget, resulting in a lower stock 
of human capital for the children from poor families in 
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the stage of compulsory education and limiting their 
participation rate in higher education, which enlarges 
income gap between peoples from the families with 
different economic conditions. Glaeser and Lu (2018) 
estimate the impact of human capital on urban wages 
in China and shows that each additional year increase 
8.36% of hourly wages in the average. Zhang et al. (2005) 
observe that the return rate on educational investment in 
China’s urban areas ascends rapidly from 4.7 percent in 
1988 to 11.5 percent in 1999, which benefits from the rise 
of the non-state sector in the mid-1990s. Similar evidence 
shows that the gap in human capital would be reflected by 
the differences in the return rate on education in the labor 
market, and it has a significant impact on employment 
opportunities and career development for households.

Becker (1962 & 1993) thinks that individuals weigh 
costs and benefits when making decisions on human 
capital investment, in order to maximize their utility or 
welfare under budget constraints. If the expected income 
is larger than the cost, it would be rational to increase 
human capital investment. When households invest 
in education, the cost of making decision includes the 
expense of receiving education and the income of giving 
up entering the labor market, which is an opportunity 
cost for the latter. In contrast, the benefit of education 
includes getting better job opportunities, higher wages, 
better cultural literacy, and the improvement of the 
quality of life and children’s education (Li and Zhang, 
2020). As the subject of making decision for individuals’ 
education investment, families have several impacts on 
the preferences and decisions of education investment 
influencing by economic conditions, the structure of the 
member and cultural concepts.

First of all, the economic conditions of families have 
a considerable influence on the budget constraints and 
affect the feasibility of human capital investment (Li et 
al, 2015). Le Brun et al. (2011) find that in the process of 
industrialization in Mexico, the increase of employment 
in manufacturing sector raises the average year of primary 
education for children; due to the arrival of export 
processing enterprises significantly increases employment 
opportunities in the local labor market, and enable 
children to continue their studies. Edmonds et al. (2009 & 
2010) survey the impact of India’s tariff reform in 1991 on 
the allocation of time for children in participating in labor 
market and going to school, and finds that their enrollment 
significantly increases lower the probability to become 
child labor, due to the tariff reforms have increased 
employment opportunities and reduced the degree of 
poverty of local families. However, they also notice that 
when families face poor constraint, children might choose 
to drop out of school to save money and go to work to 
support the family, which is more significant for girls. It is 
obvious that the economic condition limit the educational 
expenditure and the development of children.

Secondly, the structure of family members would 

affect the allocation and decision of educational resources 
on human capital investment, such as family size and 
the number of brothers and sisters. Karbownik and Özek 
(2019) study the influence of birth sequence and family 
background by comparing the academic performance 
of children from the same family.  In relatively less rich 
families, older children with better academic performance 
have a positive spillover effect among younger children, 
while young children with good grades have a negative 
spillover effect on older children in relatively rich 
families. They believe that older children in less rich 
families tend to play an exemplary role, nevertheless 
there is a sense of competition among children in 
relative rich families. Le Brun et al. (2011) find that the 
increase in family income significantly raise the school 
enrollment of children, while it also decreases the chance 
to education for older girls on account of lack eligible 
female to manage affairs and take care the family, due to 
female adults get more opportunities to work. Older girls 
are usually the best alternatives, they might reduce the 
frequency to go to school or even drop out of school to 
take care of housework and young family members. Lei et 
al. (2017) find that in the families of several siblings with 
a higher proportion of girls in rural China, boys occupy 
more resources and impede educational investment 
of girls, due to limited family budget constraints and 
traditional preference for boys. Zheng and Lu (2017) also 
find that similar phenomenon. These evidences show that 
the structure of family member is an considerable factor 
on educational investment.

Finally, the cultural concept of family members also 
influences the individuals’ decisions of future generations 
on educational investment through some ways such as 
family education and special experience. Becker et al. 
(2020) find that the forced immigrants under the influence 
of the Polish border was redrawn after the WWII. They 
prefer to invest more on the education for themselves 
and their descendants, which reflects in the schooling 
years and the tendency to complete secondary and higher 
education. Dahl et al. (2020) study that the traditional 
cultural beliefs of immigrant might affect their decision 
of human capital investment for their children. They find 
that parents might restrict their daughter’s educational 
investment for the reason of the identity, even it would 
reduce her post-immigration benefits., which is especially 
among Muslim families. 

In addition, several studies also finds that there is 
a significant trend of intergenerational transmission 
of human capital due to family background, mobility 
and concept. Card et al. (2018) study the impact of the 
expansion of public school on the intergenerational 
transmission of human capital, and find that the children 
from white families tend to enter better schools through 
ways such as migration.  Jensen and Miller (2017) observe 
that in rural areas of developing countries, parents are less 
willing to live in cities and wonder children accompany 
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and take care of themselves when they are old, then 
they might strategically limit educational investment 
for some of their children in order to prevent all of 
them from migrating to the cities. Similar phenomenon 
is common in the rural of China. Li et al. (2014) find 
that most of the income gap between the children 
from high-income and low-income families could be 
explained by the differences of education level, work 
experience and other characteristics. Qi (2016) studies 
the intergenerational income transmission of male and 
finds that the factor of education could be explain 36% 
of intergenerational income transmission in urban areas 
and 26% in rural areas, which indicates that the difference 
in children’s educational opportunities caused by family 
background is an important factor for the transmission of 
intergenerational income.  Zou and Ma (2019) find that 
the educational attainment of parents has a positive impact 
on their children’s education The evidences above show 
that the difference in family background turns into the 
inequality of human capital stock of descendants through 
educational opportunities and investment, which combines 
the signals of labor market to form income inequality and 
class solidification further.

3. THE IMPACT AND MECHANISMS 
O F  U S I N G  T H E  I N T E R N E T  O N 
EDUCATIONAL INVESTMENT
The Internet  was invented in 1969,  and widely 
used around the world as a new information and 
communication technology rapidly. The emergence and 
application of the Internet are profoundly changing society 
and production according to maximizing the transmission, 
improving the utilization and achieving a reasonable 
allocation of information resource. According to the 45th 
Statistical report on the Development of China’s Internet 
(China Internet Network Information Center, 2020), as 
of March 2020, the number of Internet users in China has 
reached 904 million, and the Internet penetration rate has 
reached 64.5% already, which has been the largest country 
of using the Internet in the world undoubtedly. The 
development of Internet technology promotes economic 
and social transformation, and bring the distance of 
individuals closer. Due to the versatility of the Internet, it 
takes revolutionary changes to the production of society 
and the lifestyle of households.

For instance from the macro perspective, the Internet 
enhances the accuracy on the prediction of macroeconomy 
(Liu and Xu, 2015), stimulates the improvement of 
technology-driven TFP (Guo and Luo, 2016), promotes 
the integration of supply-side and demand-side and the 
innovation of commercial mode (Feng and Chen, 2016), 
reduces the costs of international trade and increases the 
growth of international trade by providing new ideas for 
the reengineering of traditional enterprises (Shi, 2016), 

and alleviates the information asymmetry and raise higher 
requirements for financial supervision (Li, 2015).  From 
a micro perspective, the Internet influence decisions on 
consumption and investment (Liu and Ma, 2017; Yi and 
Zhou, 2018), increase financial accessibility and alleviate 
credit constraints effectively (Yin and Zhang, 2018), 
and improve the probability of purchasing commercial 
insurance for households (Yang et al., 2019).

On the contrast,  there are few studies on the 
relationship between using the Internet and educational 
investment, which should be further concerned. At 
present, the mainstream literatures mainly focus on 
the digital divide and its impact on social stratum 
differentiation. The digital divide refers to the inequality 
caused by differences in the opportunities of using the 
Internet (Dimaggio and Hargittai, 2001; Dimaggio et 
al., 2004), which is the opposition between the rich and 
the poor on information (Haywood, 1995). Yang and Xu 
(2017) find that mothers using the Internet increase family 
investment on education, while the effect is significantly 
only for urban families, and unsignificant for urban 
migrant workers and rural families, which means that the 
gap of human capital would be further enlarged caused by 
the digital divide. 

There are several mechanisms for the impact of using 
the Internet on education investment, we mainly divide 
into three mechanisms, which are economic mechanism, 
conceptual mechanism and social mechanism respectively 
below.

Economic mechanism refers to using the Internet 
increases the wage of individuals and reduced income 
inequality, especially for those with high school degree 
and above (Zhao and Zhou, 2019). Owing to education is 
usually a normal commodity, the raise of parents’ income 
would increase educational investment for children and 
ensure them to study in school available. Moreover, 
females have a higher preference on educational 
investment for children, the increase of income is 
beneficial to increase female status in family and invest 
more in children’s education (Le Brun, et al., 2011).

The Internet reduces the searching cost for job (Kuhn 
and Mansour, 2014), increases flexible and diversified 
working methods, which creates more employment 
opportunities effectively, especially for females (Herr 
and Wolfram, 2012; Mao and Zeng, 2017). However, the 
increase of job opportunities has uncertain effect on 
educational investment. The increases of employment 
opportunities and wage both raise the economic income 
of families, and then add educational investment 
through income effect. At the same time, the increase of 
employment opportunity also push up the opportunity cost 
of continuing education for children, sometimes parents 
might reduce educational investment and force children 
to enter the labor market earlier by maximizing family’s 
utility. Jensen (2012) observes the impact of increasing 
employment opportunities on females’ marriage and 
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fertility decisions according to the randomized trials on 
helping young females to employ at outsourcing industry 
in rural India, and finds that these females choose to 
postpone marriage or fertility significantly and enter 
the labor market and receive school education or on-
the-job training instead. The export expansion leads to 
an rising demand for employment after China joins to 
the WTO, Zhang (2015) finds that the growth of non-
agricultural employment opportunities significantly 
reduces the probability of entering high school and 
college for students, especially men and urban youth. The 
reason is the jobs created by export expansion are 
mainly concentrated in low-and middle-skilled jobs, 
which increase the opportunity cost of education for 
the individuals with the degree below senior high 
school. Similarly, Atkin (2016) presents that the increase 
of manufacturing export in Mexico at 1990s brought 
a shock for labor market and led a significant increase 
on local dropout rates. He finds that the expanding 
employment in export industries only requires low 
academic degree, which raises the opportunity cost for 
students to stay in school rises accordingly, especially for 
the group of 16-year-old who graduate from junior middle 
school. In addition, we should notice that the increase of 
wages and employment opportunities might disrupt the 
original pace of life, which should be paid more attention. 
E.g., if adults add working hours and are busy to manage 
family’s affairs, they do not have enough time to look 
after children, which might cause older children spend 
less time in school or even drop out of school to take care 
of housework (Le Brun et al., 2011). 

From the perspective of conceptual mechanism, using 
the Internet influence households’ subjective perception 
and cultural concept, which reflects on the attitude of 
educational investment for children. Initially, the Internet 
creates more job opportunities and raise the level of 
wages, which might reflect the subjective evaluation of 
residents’ satisfaction with expectations, the expectation of 
income changes and the improvement of living conditions, 
so as to enhance their happiness (Luo, 2006). It leads 
households to pay less attention on material wealth (Zhou 
and Sun, 2017) and shift the preference to spiritual assets 
and raise the investment on human capital for descendants 
(Becker et al., 2020). Furthermore, using the Internet 
might change parents’ recognition on children’s education, 
or bring a close parent-child relationship, which encourage 
parents to spend more resources and energy on children’s 
education (Figlio et al., 2019). Gould et al. (2020) study 
parents’ influence on children’s human capital and show 
that there is a significant causal relationship between 
the intensity of parent-child relationship and children’s 
human capital. More time parents spend with their 
children, children’s human capital are higher. This study 
helps explain why parents with higher education levels 
are more willing to spend time with their children. Mocan 
and Yu (2019) survey how the traditional concept that 

parents wish their children have bright future to affect 
the decisions on the human capital investment for the 
children born in the Dragon year. They find that under the 
influence of Chinese traditional culture’s belief that the 
Dragon year represents good luck and success, parents 
have higher expectations for the children born in the 
Dragon year, which reflects in that the parents input more 
economic resources and energy to children’s education. 

In addition, using the Internet increases the access to 
information and social frequency for families’ members, 
which promote them to participate in capital market 
investment through social interaction, which might raise 
educational investment for children through the asset 
appreciation mechanism (Meng, 2014). Guo and Liang 
(2014) find that families with contact usually transmit 
stock market information through social interaction 
and network, and promote the participation in the stock 
market. Similarly, Zhu et al. (2014) show that information 
channel and social interaction could reduce households’ 
information cost, and increase the probability of entering 
the stock market under the influence, which provide 
possibility that using the Internet might influence 
educational investment on children according to the asset 
appreciation mechanism.

4. CONCLUSION
This paper comprehensively summarizes the main 
influencing factors of educational investment, and the 
impact and three mechanisms of using the Internet 
on the decision for educational investment. From the 
content of this article, we know that the factors that affect 
educational investment are mainly economic conditions, 
the structure of the member, and the cultural concept of 
the family. Generally speaking, children come from the 
families with better economic conditions, lower sex ratio 
among siblings , and pay more attention to mental pursuit 
have more resource on educational investment.

This paper also summarizes the influence and 
mechanisms of using the Internet on educational 
investment. According to the existing research, the 
impact of using the Internet on educational investment 
is uncertain. On the one hand, households receive 
more information for employment and stock market, 
or subjective attitudes on education on the Internet, 
which is helpful to increase economic income according 
to rising wage and asset appreciation and raise the 
preference on children’s education. On the other hand, 
the existence of digital divide might lead to further 
differentiation on educational investment between the rich 
and the poor, especially it worse social mobility by the 
transmission of human capital. Therefore, the impact of 
using the Internet on educational investment is worthy to 
research further. We suggest that the government should 
adopt positive measures to eliminate the adverse effects of 
digital divide as far as possible, and play the positive role 
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of the Internet in promoting economic development and 
social equality, so as to help more families and children to 
achieve a better life.
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