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Abstract

Most studies based on production function theory have concluded that economic growth is a result
of information technology (IT) capital use. However, some studies have indicated that economic
growth is a determinant of IT investment. To determine if these results also hold at the industry level,
we use the Granger causality test to analyze bidirectional causality with industry-level data for
1977~2007 from the United States. The results generally reveal that IT investment causes economic
growth in many industries under the concept of Granger causality, that economic growth causes IT in-
vestment in some industries, and that IT investment is not associated with economic growth in some
industries. In the country-level time-series data made by summing up the IT capital and gross output
for each industry, the results do not show any causality between IT investment and economic growth.
However, they show bi-directional causality between IT investment and economic growth in the panel

data. These results may be a source of IT productivity paradox.

Keywords: IT Investment, Economic Growth, Granger Causality, IT Productivity Paradox, Panel
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