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Chapter 1

SIZE, STRUCTURE AND GROWTH OF THE US
INFORMATION ECONOMY

Uday M. Apte' and Hiranya K. Nath®

! Graduate School of Business and Public Policy, Naval Postgraduate School, 555 Dyer Road,
Monterey, CA 93943; “Department of Economics and Intl. Business, Sam Houston State
University, Huntsville, TX 77341-2118
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This paper presents the results of our empirical research in measuring the size
and structure of the US information economy in 1992 and 1997, and in
assessing the growth experienced by different industries and sectors since
Porat’s research on the US information economy in 1967. The study indicates
that the share of the information economy in total GNP grew from about 46
percent in 1967 to about 56 percent in 1992, and to 63 percent in 1997. The
study further indicates that during this time period the share of service sector
information activities in total GNP increased substantially, while the shares of
non-service sectors declined correspondingly. The industries displaying the
highest growth rates include business services, and medical and educational
services. The paper also provides a critical assessment of Porat’s methodology
and suggests specific improvements that may be made to obtain a more
plausible measure of the size and structure of the information economy.

information economy; primary information sector; secondary information
sector; input-output analysis; services

INTRODUCTION

That we live today in an information economy is a frequently
encountered assertion that few people would have any disagreement with.
However, to our knowledge, in the past few decades since the pioneering
research work of Machlup (1962) and Porat (1977) ', comprehensive studies
concerning the size and structure of the information related activities in the
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(1977).

Porat started this study and Rubin joined him later. We will refer to this study as Porat
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