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Abstract: 
Wide range of modern IT application in economics has a significant impact on labour market. 
This analysis is directed towards the key transformational processes on/in labour market, 
which are the result of the Internet development. Some of the featured trends are: changes 
present in needed  education requirements and workforce structure, required working hours, 
wages and methods of finding new employees and jobs. The analysis would also include 
changes made in the form of institution influences in labour market. Finally, the evidence is 
applied to Serbian labour market and labour market outcomes potential for improvement.
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INTRODUCTION 

Complementing and stimulating globalization pro-
cesses, the Internet probably presents the most important 
medium of communication worldwide. In that way, it 
stimulates international markets’ integration, business re-
location and the emerging trend of business outsourcing. 

� e questions that should be answered are how and 
to which extent the Internet a� ects labour market. It is 
particularly related to labour market structure, e�  ciency 
and equality of labour market outcomes, workforce com-
petences, work conditions and labour market institutions. 
� is paper is structured to give evidence related to the 
general question and subquestions, main concerns and 
to show development perspective of labour market in the 
Internet era. 

LABOUR MARKET STRUCTURE

� e usage of the Internet enhances local and national 
markets’ interdependence, connecting those in a global 
prospect. Considering trade theory, integrating labour 
markets have substantial bene� ts [3]. Work is redistrib-
uted to places where wages are lower, which reduces la-
bour costs and puts comparative advantages of particular 
regions in focus. It should stimulate: productivity and 
wages’ growth, quality and the variety of products avail-
able and living standard. Productivity should also be in-
creased by intensi� ed outsourcing, local business and la-
bour specialization [2]. 

Connection between natural rate of unemployment 
and the usage of the Internet is very di�  cult to quantify. It 
is suggested that the Internet may have reduced frictional 
unemployment by improving labour market e�  ciency 

and shortening the job search period, but the magnitude 
is still unknown [6]. According to [3], having access to 
broad-band services in a county is associated with about 
1.8 percentage points increased employment rate, empha-
sizing larger e� ects in rural and isolated areas. � at local 
market evidence is not consistently con� rmed on national 
labour market level. 

Evidence is mostly consistent to highly educated la-
bour force, showing positive correlation of the usage of 
the Internet and employment., Highly educated married 
women who use the internet are more likely to participate 
in labour force and make work-family balance [3]. � e In-
ternet is available and widely used by young people, who 
present one of the most vulnerable groups in labour mar-
ket. � e Internet development has potential to increase 
their employability and shorten the time of school-to-job 
transition. People with disabilities are also a group that 
could bene� t from the usage of the Internet, but the evi-
dence is rare in this case..

WORKFORCE COMPETENCES, WORKING 
HOURS AND WAGES

� e Internet changes skills needed in everyday busi-
ness, but also the ways of the skills’ acquiring [2]. Edu-
cational programmes and skills trainings’, organized in a 
virtual environment, via the Internet, have the potential to 
reduce the cost and increase the convenience of ongoing 
skills development. Educational contents are widely avail-
able online, many of those free of charge and everyone can 
access them. Individuals are able to � lter the sources they 
want to use in their learning process, and create personal 
learning environments (PLE). Competences become less 
exclusive, thus intuitively increasing competition in sup-
ply segment of labour market. , there is no clear evidence 
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of the online training programmes e�  ciency, thus show-
ing potential for further research in this � eld [2]. 

Considering employment structure, IT occupations 
show the rapidly increasing trend. It is mostly visible in 
OECD countries that developed substantial Internet ac-
cess and high-tech sectors [1]. Bearing in mind country 
specializations and the trend of global outsourcing, the 
Internet provides an opportunity to countries like India 
and Brazil to develop intensively IT workforce, that could 
be employed by local and international companies, � nally 
providing services for the third parties in developed coun-
tries [4]. 

According to [2], workers who use the Internet at 
home extensively have increased working hours at home, 
without decreasing their time in the o�  ce. It could be ex-
plained with leisure/work substitution e� ect, initiated by 
increased productivity when working at home. Anyway, 
intuitive assumption that implies the fact that the Internet 
should shorten working hours cannot be proven. � e In-
ternet is likely to change the way in which some workers 
deliver their services. It is related to the increasing trend 
of working from home, but also to the outsourcing ser-
vices from the other parts of the world. Anyway, there is 
evidence that the Internet and face-to-face contact are not 
substitutes, but rather complements, making synergy and 
resulting in workers’ e�  ciency. [2].

Computer use is positively associated with hourly 
earnings [1]. � ere is mixed evidence related to the usage 
of the Internet and wage premium. Some analyses show 
positive link between the usage of the Internet and hourly 
earnings [1], while some other references show neutral 
or opposite results. At the beginning of 2000s, there was 
nearly 80% increase in the usage of the Internet at work, 
which was not followed by wage changes [8]. � e possible 
explanation is attached to the fact that speci� c skills must 
be acquired, with regard to the computer usage, and fewer 
competences needed, with regard to the Internet users. 

JOB APPLICATION PROCESS

� e Internet changes the way that employer-employ-
ee matches are made [2], which is followed by numer-
ous consequences and e� ects on labour market. Job ap-
plication presents one of the related � elds, with the most 
revolutionized transformation in this sense. Using the 
internet, both supply and demand side of labour market 
create bene� ts. � ose are primarily related to costs and 
time involved in potential “matches”. � at can indicate 
labour market e�  ciency improvement, as a direct e� ect 
of the Internet use. 

On one hand, job applicants can use many online 
portals specialized in job search. � ese websites integrate 
informational function with searching and matching en-
gines, developed according to user preferences. � ey al-
low individuals to advertise their skills to employers, as 
well as the reverse. [2] In that way, bearing in mind the 
wide availability of the Internet connection, information 
asymmetry in labour market decreases, which improves 
labour market e�  ciency, but also the equity of labour 
market outcomes. Anyway, some evidences show that the 

Internet job search is ine� ective in reducing unemploy-
ment duration, which could be connected to speci� c de-
mographic characteristics of the Internet job searchers [7]. 

Some of the critiques in this sense are related to fact 
that all the said can be applied only to relatively well-ed-
ucated people (usually highly educated), who actively use 
the Internet on a daily basis and actually do not require 
the assistance of the Internet to � nd a job [7]. � is argu-
ment also suggests that labour market is not becoming 
more inclusive in the Internet era. In the last few years, 
there have been several examples of job portals in India, 
specialized in jobs for low quali� ed workers, which show/
have shown a positive trend in inclusion sense, but it is 
still not the overall trend [1]. 

Using the Internet, companies provide a wide base of 
job applicants, with relatively low cost. Also, applicant 
pro� les on professional and informal social networks 
(LinkedIn, Facebook etc), include numerous information 
on candidates’ pro� les and interests. � e challenge in this 
case is related to the increased e� orts needed for qual-
ity selection. Since the Internet provides an e�  cient way 
of looking for job and candidates, labour market search 
theory indicates that it could lead to better matches and 
improved labour productivity [2]. On the other side, the 
Internet does not give reliable way of job applications and 
candidates pro� les’ accuracy, which implicitly increases 
the costs of establishing new employee quali� cations [2]. 
In response to the issue of excess and inappropriate appli-
cations, job portals usually o� er pre-� ltering, to prevent 
unquali� ed applicants from submitting resumes [2].

LABOUR MARKET INSTITUTIONS

Trade unions are also transforming/have also trans-
formed their activities in the Internet era. � e Internet 
can be used as a tool for servicing members and distribut-
ing their message to the public. It raises the possibility for 
large scale changes, in the nature of the union movement 
[1]. Trade unions, which are able to e� ectively use the In-
ternet, can reach much wider population than it was the 
case before.

Also, the Internet provides an opportunity for the de-
velopment of new institutions, that can address labour 
issues, in the way trade unions did before [2]. Trade un-
ions are not that “exclusive” anymore, so their negotiation 
power, individually, should decrease. � e direct conse-
quence of the previously said is the increased competition 
in the � eld of institutional in� uence on labour market, 
which, logically, should lead to the improved equality of 
labour market outcomes, in the � rst place, and also de-
creased labour market duality, as an indirect e� ect of it. 
Some of the new labour market intermediaries are directly 
competing for formal institutional negotiation role, usu-
ally connecting themselves with independent contractors 
or some other actors who were not e�  ciently serviced by 
traditional trade unions [2]. 

New labour market intermediaries have their chance 
to conduct their role through talent management, o� er-
ing reputation to its members and representing workers 
quality [2]. � ere are arguments showing that those roles 
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cannot be carried out by free agents, so there is an op-
portunity for the new web-based organizations to become 
a legitimate element of the institutional system standing 
behind labour market. On the other side, traditional la-
bour unions can try to improve their activities, developing 
some of the mentioned roles [1].

If unions are not able to transform their mission, in ac-
cordance with the new institutional labour market trends, 
new intermediaries, including free agents will take over 
proportion of their activities. A concern given in this 
sense is related to pre-Internet union leaders, who could 
not have fully understood the opportunities of the usage 
of Internet [1].

THE INTERNET AND DEVELOPMENT 
PERSPECTIVES OF SERBIAN LABOUR MARKET 

Serbian labour market characteristics can be summa-
rized in the following way:

 ◆ Multidimensional labour market duality
 ◆ High unemployment rate
 ◆ Small percentage of highly educated workers, com-

pared to the European average rate
 ◆ Qualitative discrepancy of supply and demand seg-

ment of labour market
 ◆ Relatively underdeveloped labour market institu-

tions
Labour market in Serbia has characteristics both of the 

markets in developed European countries and transitional 
economies [9]. Since the Internet increases markets inter-
dependence globally, it can be said that workers in Serbia 
become more similar to workers in other countries as never 
before. � e same could be concluded for the employers’ re-
quirements regarding workforce competences and job char-
acteristics. Disregarding overall macroeconomic empirical 
trends in the country, the Internet should stimulate market 
competition but also create potential for Serbian labour 
market outcomes to be improved 

Taking into account previously analyzed Internet in� u-
ence on labour market functioning, the potential of Serbian 
labour market development in the Internet era can be seen 
in the following perspectives: 

 ◆ decreased labour market duality, as a consequence 
of decreased information asymmetry and market 
competition

 ◆ decreased unemployment rate, particularly related to 
the well educated workers, women and young people 

 ◆ promoted labour market e�  ciency, through the In-
ternet job searching and networking functions

 ◆ improved workforce educational structure, using the 
Internet as a set of learning tools

 ◆ empowered labour market institutions, strengthen-
ing and widening their roles and communication 
channels

CONCLUSION 

As much as any other market, labour market expands in 
cyber-space. It cannot be said for sure whether this is posi-
tive or negative, in the context of labour market structure 

and outcomes. � e usage of the Internet improves labour 
market e�  ciency in several ways, which is mostly analyzed 
in job matching context. 

Positive e� ects of the usage of the Internet on equal-
ity of labour market outcomes have not been proven, since 
the evidence shows that majority of bene� ts are distributed 
towards highly educated workers. Talent mining practice 
con� rms this conclusion. Although the Internet improves 
position of some workforce segments, the general sugges-
tion could be that it does not improve equality of labour 
market outcomes to a greater extent. 

� e Internet usage results in longer working hours, 
but mostly with decreasing or no wage premiums. Speci� c 
workforce skills are not stressed, which is di� erent in the 
case of computer use skills. � ere is a remarkable trend of 
the increasing number of workers involved in IT sector, in-
cluding the Internet- related jobs, which proportion, in the 
ratio of general employment, grows. 

Finally, labour market institutions are faced with com-
petition of new the Internet-based intermediaries, so those 
are forced to reform and spread the scope of their activities. 
� ey are going more public and online, thus reaching new 
roles and new membership Being able to reach speci� c in-
dividuals, the Internet should continue in� uencing labour 
market by being more inclusive and should also further 
continue enhancing job creation and job � exibility.

All the conclusions refer to Serbian labour market and 
possible ways of its improvement. Speci� cally, the identi� ed 
potentials are related to: labour market e�  ciency, workforce 
educational structure, employment level of particular work-
force segments and labour market institutions recovery.
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