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Why the Contribution of IT Resources to the Firms’
Performance Disappeared

— The Role of Information Technology Progress
WANG Kai-ming, LIU Hutling

Abstract: The positive link between information technology resource and firm performance is held by
many researchers and works as a cornerstone in their studies. However, it was reported that the corre-
lation between them disappeared in empirical studies recently. It is urgent to explore the reason why the
correlation disappeared It is argued that the IT infrastructures built on advanced information technology
outperform the one built on traditional technology. and IT resource related to traditional infrastructures
decays gradually. As a result, the correlation between IT resource and firm performance disappeared In
fact, the development of IT resource takes several years, and the profitability of IT assets rises corre-
spondingly during the time, then decline because of information technology progress, working as an in-
verted U curve after it tops out in two or three years In order to test this hypothesis, we selected 1221
listed companies on Shanghai or Shenzhen Stock Exchanges as the sample, and obtained their financial
data during 2007 to 2020 from the China Stock Market Accounting Research database (CSMAR). The
empirical results showed that the profitability of IT assets rose until it toped out in the third year; and
declined in the fourth, fifth and sixth years year until it was a tad above average again. Then the hypoth-
esis, L e information technology progress devalue traditional IT resource, was confirmed. The resear-
ches on IT value were based on resource-based view which focused on IT resources’ sustainability, while
it was verified that the value of traditional IT resource can maintain three to five years only, as was the
reason why the correlation between IT resource and firm performance disappeared.

Key words: information technology; investment performance; IT resource; IT capability; firms’ per-

formance
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