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ABSTRACT

Enterprises have been increasingly investing in information and communication
technology (ICT) but earlier empirical studies investigating investments in ICT have showed
mixed results and convincingly not established corresponding improvements in efficiency and
business performance. Studies conducted in developed countries starting from the mid 90s
which address the shortcomings of the past studies provided evidence of the positive
contribution of ICT investment for some measures of business performance but mixed
empirical results of such relationship in respect of developing countries call for studies that
analyze the impact of ICT in less developed countries. Internet and computer network
technology have also came to be adopted by businesses but there is a lack of empirical research
on the impact of internet use on firms in India.

In the present study a framework for evaluating the impact of ICT use on firm
efficiency that addresses the shortcomings of the earlier studies using Data Envelopment
Analysis (DEA) has been used. Instead of an aggregate measure for ICT investment, firm-level
data on use of computers, internet and computer network applications was collected through a
questionnaire-based survey in respect of Indian Public Sector Enterprises (PSEs) and the trends
in use of computers, internet and computer network applications analysed.

After evaluating the technical efficiency scores of the PSEs using DEA, in the second
stage the relationship of the firm efficiency with the use of computers, internet and computer
network applications is examined. The results indicate that the use of internet by employees
and computer network in key activities like purchases and production/operations have a
significant positive relationship with technical efficiency in the India PSEs. The data compiled
in the study and the ensuing analysis on ICT use in PSEs and relationship with efficiency aims
to provide policymakers with inputs for better design and evaluation of the ICT strategies by

the PSEs in India.
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