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1. Introduction

New economy(NE) is a term which is by now in the common use of economids, socid
scientists, practitioners and businessmen.

It is then naturd to investigate the posshility to give a precise definition of the same term
evenif, inthe sametime, it is easy as wel to recognise the difficulty of the task.

In fact, according to some economists (Ferri et al., 2000) NE is more a journdigtic than a
scientific term. Thisis perhaps the key to explaining the different meanings of NE.

Fully assuming the risk of an ovesmplified scheme we try to lead the different
interpretations of the term to few distinct definitions referred to effective rea economies.

Because the perspective of this paper is exquisitdy macroeconomic, we confine our scheme
to the macroeconomic views of the term:

1) NE may be identified with the American economy of the second hdf of the 90's
characterised by a pervasve inoculation of Information Communication Technology (ICT) in
the old economy. The macroeconomic impact of this fact would be a new golden age (the
previous one was that of 50's and early 60's) characterized by high and repeated growth rates
of productivity for which, in spite of increesed employment and high leves of demand of
households for consumption and firms for Invesment, Price Levd dability has been
guaranteed 2. Moreover as it happened in the years of high development of 50s and 60s, aso
in the 90s the degree of openness of nationad economies increased and international trade has
become much greater in Sze (see LeralLopez et al., 2001).

2) According to magazine The Economist, during the last years of the dintonian era the same
thess of golden age would have an extreme, odd and completdy mideading verson: the
massive introduction of ICT in al processes of production, both of services and goods, would
have involved such increases of productivity to nullify the economic cycle and to loosen the
condraints of economic laws in a decisve way. In this new golden age theorised by the
zedots of NE, narrowing profits, huge deficit trade baance joined by very high dollar and the

! We are beholden to Alberto Varia e Fabrizio Galass of the Research Centre of Unioncamere Roma for data
processing of the Company accounts and for the precious help given us in the interpretation of some results
especially for the Tecnost data.

2«1t seems almost too good to be true.... This spectacular boom was not built on smoke and mirrors. Rather, it
reflects a willingness to undertake massive risky investments in innovative information technology, combined
with a decade of retooling U.S. financial markets, governments, and corporations to cut costs and increase
flexibility and efficiency. The result is the so-called New Economy: faster growth and lower inflation” ( Business
Week, 2000).



risng exposure of American Baks towards every day more fragile Latin American

Countries, do not represent relevant reason for worry.

Fortunatdly the last extreme verson of golden age is counterbalanced by some punctua and

satistics based work. The core of these number crunchers view of NE is the recognition of the

U.SA. golden age as outlined sub 1). In the same time the extent of the same macroeconomic

festures of that framework is sharply reduced. Productivity, Current Account deficit and

propengty to Save are the focus of this far more prudent macroeconomic view of NE:

a) According to the Bureau of Labour Statigtics, increases in productivity have been 2.6% in
1999 and 2000. The figure is surdy remarkable but different from 3.4% as previoudy
estimated for the same two years,

b) Theszeof Current Deficit is unsustainable (see Godley et al., 2001);

c) The dructure of the Bdance of Payment is the other aspect of the habits of
Saving/Expenditure of U.SA. Households. The negative Savings propensty of American
Households explains most of the deficit and a& the same time confirms its gructurd
character (see Maki et al., 2001).

3) Also in Europe we can spesk of NE, but in a very different meaning from the U.SA. In

Europe the use of ICT has been pervasve and as a consequence of the change in Industrid

Organisation has been deep. In spite of this we can hardly spegk of a golden age in the old

continent. In the 90's with some important exceptions (Irdand in primis), GDP growth rates

have been modest, Unemployment has perssted near 9%, and Investment has not been able to

absorb the produced Saving. (EEC Current Account of the 90's has been adways positive) 3.

ltaly shares entirdy this last definition of NE. Without sharing the macroeconomic conditions

of U.S we have been witness of three facts:

a) The massve introduction of ICT in some processes of Production both of services and
goods (as example of the fird we remember the risng importance of financid and
banking services “on ling’, and of the second the FIAT edablishments of Mdfi and
Cassno in the south of Itay);

b) The sudden birth of severd ICT companies, a part of whom has been quoted in the Stock
Exchange (Numtel istheindex of Italian ICT quoted corporations);

c) Deep and repeated changes of property order of Telecom Itdia, the corporation that, for
sales, represents the hub of ICT.

On the basis of the great impact ICT had on the industrid organisation of European Firms but
adso on the lack of a macroeconomic framework smilar to that of the U.SA., in Europe and
Ity NE is intended overlapping with ICT industry’. Another way of resuming this more
narrow macroeconomic view of NE is that a pervasive inoculation of ICT in new and more
traditiond indudries, like for example textile, is a necessary but not sufficient condition of a
golden age macroeconomic framework (lammarino et al., 2001).

At least this is the operative definition used by Research Centre of Unioncamere, the
Association of Italian Chambers of Commerce, in a recent paper (see Unioncamere, 2000). In
fact, according to this work ICT-NE is identified with 11 branches, making resort to the

3 There are signs that the process of change has started. With growth picking up in Europe,...financial markets
are being rebuilt to support innovation, and there is more willingness to take risks.... Nevertheless, the process
of shifting to a fast-growth track is still in its early stages in most of the world. Europe is at least two or three
years behind the U.S. (see Business Week, 2000).

4 «A large number of observers have recognized in the cluster of the digital economy a revolution that can be
compared to, if not the most important one, the 29 industrial revolution of 1860-1900. In a more enthusiastic
outlook, Internet takes bodily form of Unbounded Prometheus [Landes, 1978] of the socio-technical
paradigm” (Garrone, Mariotti, 2001, p. 8).
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ATECO91 dassficatior?. The choice to identify NE with ICT and this with a precise whole
of industrid branches has a strong operative meaning. It becomes in fact possible to focus on
precisely the purpose of our quantitetive analyss — companies of the same branches — of
whom we have the respective File of Company accounts. On the basis of this adminidtrative
source of information we proceed to reconstruct the macroeconomic flows, bllowing a How
of Funds (FOF) approach. In this paper we enlarged the above definition to the 17 following
branches:

DL 30000 Construction of office machines, computers;

DL 30010 Construction of office machines;

DL 30020 Congtruction of computer and systens;

DL 32202 Congtruction of telecommunication device;

G051641 Wholesdle trade of typewriter and calculating machines,
G051642 Wholesde trade of office equipments;

(G052481 Retall trade of office machines,

1064200 Teecommunication;

K072000 Informatics and related business;

K 072100 Computer ingalation and consulting;

K 072200 Software supplying and computer consulting;

K 072300 Electronic data processing;

K 072400 Construction of database;

K (072500 Computer maintenance and repair;

K 072600 Other business related to informatics;

K072601 Telematics and robotics services, computer graphics;
K 072602 Other services related to informatics.

The paper is organized asfollows.

In the first section we present our data and FOF methodology. In the second we give detals
on the paticular FOF framework used in this work. In the third we supply the FOF
Statements for Itaian ICT and Mechanical Indudtry.

Following a case control drategy, we have chosen to compare our ICT andyss with a
classcd old economy industry, the Mechanicd, which has been the flywhed of growth of
Itdian economy in the last four-five decades. In the concluson we try to answer to the
question posed in the title of the paper.

2. Data and our methodology

Data for our research are represented by the adminidrative File of Company accounts of
Cerved, which is the largest and most accurate data bank of Company accounts for Italy®,
suitebly processng from the datigicd point of view by Unioncamere. The same File, is
limted by an inditutiond criterion concerning the juridical dructure of firms. It includes in
fact only companies. With the am to avoid a patid and mideading interpretation of the
importance of this File we add that these firms represent the bulk of dl Itdian industry. In fact
in 1997, on the basis of data reported in Unioncamere, 2000 (Tav. 1 Sezione 1, p. 26 ), the
ICT companies employ 79.3% of the entire Itdian ICT workforce. The data contained in the

® The ATECO9L1 classification is used by Istat, the Italian Statistical Institute and is closely derived from NACE
Rev.1 Classification.

® We refer to the File obtained from the Cerved with the reclassification of the Official Company accounts
deposited at the National Business Register managed by Chambers of Commerce. For any descriptions of the
difficulties met in the passage from the administrative archivesto the statistical one see Toscano ( 2000).
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Cerved file have been integrated with the data of REA/Excdsor information system File by
Research Centre Unioncamere’.

We have conddered al Company accounts of the ICT and Mechanical (Branch Dk29,
Congruction of machines and mechanica device) companies in operaion in the triennium
1997-1999. Starting from these three universes we have formed the two panels (one for ICT
and ghe second for Mechanical respectively of 15,053 and 11,276 companies) with bass
1997°.

Using the Income statement of the Company accounts we can recongtruct the Production and
Didribution Accounts which overlgp with the homonymous Nationa Accounts obtained on
the basis of the ISTAT annuad survey on the Gross Product caled “Sistema dei Conti delle
Imprese ( SCI)”.

By means of Bdance sheet of Company accounts we are able to supply a FOF andyss which
partly overlaps with European System Account (ESA), in othersit is quite far fromiit.

As it is known the FOF gpproach is used mainly by Centrd Banks and gtarting from the early
work of Copeland it has been enriched by a huge literature,

From the point of view of our work the FOF gpproach has severd advantages with respect to
the Financia Account of ESA:

a) it is not organized according to different Financiad Tools but through broad aggregates,
rich of immediate economic meaning like Lending, Hoarding and Borrowing;

b) it supplies a rich andyss of the Sources and Uses of Funds financing both Capitd
formation and Current expenditure, combining red and financid flows of Income account
and Baance sheet which, on the contrary, remain always separate in the ESA.

3. ESA Accounts and the Sources and Uses of Funds framework

Starting from the firgt part of the Income statement of the Company accounts we are alowed
to produce directly the Production and Didtribution Accounts whose badances overlap with
ESA. Our Production Account has the following structure:

Satement 1- The Production and Distribution Account

Uses Resour ces
Externa Services Production
Purchase of goods

Lease obligation for capital goods and rents for buildings
Changes of stocks of raw materids
Different charges
Vaue Added
Labour Cost

" In particular, REA, the Repertory of Economic and Administrative information about enterprises enrolled in the
National Business Register, represent a major gep for the Italian economic-statistical system as a whole. In
particular, REA, which contains the simplified version of economic and statistical data stored in other
administrative archives, provide full and trustful information for each enquiry. For information on REA state of
art, see Gagliardi (2000).

8 We have not included in the analysis the companies in liquidation or with Production equal zero.
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It is worth to mentioning that by means of this decompostion some aspects of Indudrid

Organisation become more clear: for example through the item Externd Services we can

measure the importance of the externaisation of a part of Production.

We now leave the Income statement to consider the Baance Sheet of Company accounts. We

work on this part of the Company accounts for:

a) aggregding the quite numerous itemsin very few aggregates,

b) taking the differences of two subsequent years,

c) reordering these differences in Real and Financial Sources and Uses Statements whose
balances are equd in absolute vaue.

Satement 2 - Assetsand Liabilities

Uses Resour ces
Materia Assets Debts
Intangible Assets Net Worth
Stocks

Financid Assets

Money

Satement 3 - The Flow of Funds

Uses Resour ces
Intangible Investment Borrowing
Fixed Investment Saving
Changesin stocks

Lending

Hoarding

On the basis of this second statement some aspects of FOF approach result in avery neat way:

- Invesment and Saving are extracted from Company accounts by means of a patrimonid
approach;

- the choice between acquiring financid activities or holding deposts is equivdent to the
dternative between lending financia resources to other Sectors or preferring liquidity
(hoarding).

Some remarks are necessary about our patrimonial agpproach in caculaing Investment and

Saving:

- Investment is obtained as difference of stocks reckoned at historic prices,

- because the same stocks are yearly net of depreciation, the Investment too is net;

- Saving is obtained as the difference of two other stocks: net wedth in two consecutive
years. Because Materid and Intangible activities are net of depreciation, Net Wedlth is net
too. Consequently, in our procedure, not only Investment but aso Saving is net of
depreciation.

Through these aspects our Cepitd formation datement is different from ESA where (in the

same Account) Investment and Saving are gross of Depreciation. The difference concerns dso

the way by which we make net the flows. In our gpproach depreciaion is the business
depreciation which is reckoned on Capita goods at historic prices’.

% It is worth to remember that since 1968 the same approach is used for companies by the U.S. Department of
Commerce,




Satement 4 - Real Sources and Uses of Funds

Uses Resour ces
Intangible Investment Saving
Fixed Investment (dL)
Changesin Stocks

(dL)

Satement 5 - Financial Sources and Uses of Funds
Uses Resour ces
Lending Borrowing
Hoarding (dL)

(dL)

Because in statement 2 and 3 stocks and flows of Uses and Resources are equd in their sum,
the balances of the two statements are equal but with opposite Sign.

If we combine the Real and Financid Statements we go back to Statement 3 which describes
clearly the sources used for Capita formation, Lending and Borrowing:

Statement 3’ - Real and Financial Sources and Uses of Funds

Uses Resour ces
Totd Investment Saving

(dL) (dL)
Lending Borrowing
Hoarding (dL)

(dL)

In this lagt datement Totd Invesment is the sum of: Intangible Investment, Fixed Invesment
and Changes in docks. The two items of baancing (dL) compensate each other. This
statement includes the Sources for Anancial and Real Uses. Because the real resources so far
consdered in the previous statements are those used for Capital formation, but not for current
expenditure, we have adso to consder this last important component. We have then to create a
complete statement of Sources and Uses with regard not only to capitd formation and
portfolio compodtion but dso to the financing of current production. According to this
purpose we go back to the Income statement by whom we obtain the Net Income Statement.
Differently from what happens in the Production Statement in this case Sources are given by
Production and Extreordinary Operatiions. This last item includes revauation of Financid
Assets and increases of Capitd. Subsequently we combine it with Statement 3'.

Statement 6 - Net Income

Uses Resour ces

Current expenditure Production

Net Income (= Change of Net Wedth = Saving) Extraordinary Operations
Statement 7 - Real (Capital and Current) and Financial Sources and Uses of Funds
Uses Resour ces

Current Expenditure Production

(Net Income = Saving) (Saving)

[nvestment Borrowing

Lending

Hoarding




One of the mogt important advantages of this datement is the degree in which the avalable
sources supplied by Production are used for real purposes (current outlays and Capitd
Formation) or dternatively for Lending to other industries and Sectors and Hoarding. The
sane datement gives adso information about the degree of financid deepening of the
consgdered industry. In the case of zero borrowing-lending-hoarding, the industry uses dl its
sources for current outlays and Capital formation and vice versa

4. ICT and Mechanical Production and Distribution Statements since 1997 to 1999
Table 1: Production account for New Economy in 1997,1998 and 1999 - At current prices
(billion of €)

Uses 1997 1998 1999 Resour ces 1997 1998 1999
Externa Services 13.15 15.84 21.61) Production 57.9 65.12 75.63
L ease obligation and

rents 1.98 2.29 2.60

Purchases of goods 17.18 18.33 2113

Changesin stocks of

raw materials -0.28 0.01 -0.06

Different charges 1.98 200 180

\Value Added 23.93 26.58 28.55

Source: Research Centre Unioncamere

Table 2. Digribution Account for New Economy in 1997, 1998 and 1999 - At current prices

(billion of €)

Uses 1997 1998 1999 Resour ces 1997 1998 1999
Labour Cost 10.85 11.2 11.84 Value Added 23.99 26.58 2855
Gross Operating Margin® 1303 15.33 16.6¢

Source: Research Centre Unioncamere

Table 3: Production account for Mechanica in 1997, 1998 and 1999 - At current prices

(billion of €)

Uses 1997 1998 1999 Resour ces 1997 1998 1999
External Services 1348 14.49 14.74 Production 68.52 71.75 72.56
L ease obligation and

rents 1.03 1.09 1.19

Purchases of goods 34.11 36.26 36.1¢

Changes in stocks of

raw materias -0.14 -0.31 -0.1¢

Different charges 1.62 1.33 1.00

\Value Added 18.44 18.84 19.65

Source: Research Centre Unioncamere

Table 4: Didribution Account for Mechanical in 1997, 1998 and 1999 — At current prices

(billion of €)

Uses 1997 1998 1999 Resour ces 1997 1998 1999
L abour Cost 12.31 1244 12.7Vaue Added 18.44 18.88 19.6
Gross Operating Margin 6.13 6.42 6.95

Source: Research Centre Unioncamere

10 We use the expression “ Gross Operating Margin” as atranslation of the Italian Margine Operativo Lordo
(MOL) , defined as difference between Vaued Added and Labour Cost.
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The information content of these Satements is quite rich and can be summarised in the
following points:

a) In the triennium for both sectors the Production shows a risng trend. Neverthdess the
average yearly growth rate is clearly higher in ITC (14.25% agang 290% of the
Mechanical). As a consequence in 1999 the leve of the Production of ITC, is, for the first
time, in the consdered period, higher than that of the of Mechanical sector.

b) ICT is a richer branch than Mechanica. From the Production Account we have that the
proportion of Vaue Added on Production in the three years for ICT is 0.41, 0.41, and 0.38
while for the old economy branch the same ratio is respectively 0.27, 0.26, and 0.27. The
difference is not light but massive: more than 10 percentage points. The two branches are
then characterised by different Industrid Organisations. Using the Production Account it
IS easy to detect the source of the difference: a far higher proportion of intermediate goods
in the Mechanical (more than 20 percentage points) which is not counterbaanced by the
lower weight of Services. The impact of the purchases in the Mechanica sector is very
high, about 50%.

c) The Labour Cost shows a light increase during the three years (+9.3% for ITC and +
3,2% for Mechanical). The gructure of Labour Cogt reveds as well a strong difference
between the old and NE. The quota of Labour Cogt in the ICT is much lower than in
Mechanica: 0.45 againgt 0.67 in 1997, 0.42 againgt 0.66 in 1998 and 0.41 against 0.65 in
1999. The high profitability of ICT can perhaps supply a rationd explandion of the
speculative euphoria of the last years.

5. From Stocksto Flows

5.1. Real Sources and Uses

The respective Sources-Uses Statement reproduces the peculiarities of Capitd formation with
clearness.

Table 5: ICT Red Sources and Uses Statement in 1998 and 1999 — At current prices (billion
of €

Panel Panel

Entire minus Entire minus

pand Tecnost pane Tecnost

Uses 1998 1999 1999| Resources 1998 1999 1999

Intangible

Investment -0.05 0.20 0.18 Saving 2.85 2557 9.46
Fix Investment -0.49 -0.24 -0.23
Changesin Stocks -0.03 -0.32 -0.31
DL 342 2593 9.82

Source: Research Centre Unioncamere

Table 6: Mechanicd Red Sources and Uses Statement in 1998 and 1999 — At current prices

(billion of €)
Uses 1998 1999 Resour ces 1998 1999
Intangible Investment 0.05 -0.02 Saving 240 159
Fix Investment 0.44 0.2§
Changesin Stocks -3.49 -4.5]]
DL 541 5.81

Source: Research Centre Unioncamere



Both indudtries have an excess of Saving on Invesment. The result is not surprisng given the
high rdevance of the two indugtries in the Itdian economy, and the excess of Saving on
Investment of the overdl Itdian economy in the same years™. But if in 1998 Saving is dmost
the same in the two indudries, in 1999 Saving decreases lightly in Mechanicd and increases
about nine timed in ICT. As we shdl show this is only in pat the smple result of high
profits.

Fix invesment and Change in stocks are both negative in ITC. Only Intangible invesment is
positive in 1999.

Because Fix investment is negative in condderable sze (0.49 and 0.24 hillion of €) ICT
suffers arelevant reduction of its stock of redl capitdl.

The Saving/lnvesment of Mechanicd is quite different. Even if bdow Saving, Fix invesment
remains poditive for both years.

Stocks decrease in both industries. In Mechanical the decrease is particularly intense and it
has the effect to more than counterbaance the positive considerable Fix Investment.

5.2. The Real and Financial Sources and Uses

The differences among Itdian New and old economy about Cagpitd formation is put in
evidence as wdl in the Financid dtatement whose baance is the same in absolute value of the
Real Sources and Uses statement.

Because the FOF procedure has the advantage of combining Red and Financid flows, we
have omitted to supply separately the Financd dStatement combining this immediady with
the Red statement.

Table 7. ICT Red (Capitd and Current) and Financia Sources and Uses Statement in 1998
and 1999 — At current prices (billion of €)

Uses 1998 1999| Resour ces 1998 1999
Total Investment -0.56 -0.39 Saving 2.85 25.57
Lending 7.69 46.77 Borrowing 4.66 21.91
Hoarding 0.39 1.07

Source: Research Centre Unioncamere

Table 8 Mechanica Red(Capitd and Current) and Financid Sources and Uses Statement in

1998 and 1999 — At current prices (billion of €)

Uses 1998 1999 Resour ces 1998 1999
Total Investment -3.00 -4.26 Saving 240 1.55
Lending 2.99 1.1 Borrowing -2.36 -3,29
Hoarding 0.05 142

Source: Research Centre Unioncamere

This choiceis paticularly useful in putting in evidence the importance of finance for ICT:

- the much more abundant resources (Saving and Borrowing) avalable to the ICT with
respect to Mechanical (as a whole €7.51 hillion againgt € 0.04 billion in 1998 and €47.48
billion compared with €-1.74 billion 1999);

- The grong importance of Lending for ICT above dl in 1999. In both years ICT borrows
heavily (more than is Saving in 1998 and a little less in 1999) but it lends even more. It is
mainly in Lending that the same industry conveys its excess of Saving on Invesment and
the sources obtained through Borrowing. At the contrary Borrowing of Mechanica is

11 With regard to this aspect refer to Ferrari et al. (1999b).
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negative, perhaps in consequence of its high leverage®: 3.3 and 2.8 in 1998 and 1999
agang 1.5 and 1.2 of ICT in the same two years. Accordingly to this its Lending is much
more modest than ICT’s.

5.3. Introducing Current Sources and Uses

Until now we have focused on Capitd formation and its financing. Nothing has been sad
about the financing of current expenditure, necessary for the everyday transactions of
companies. This kind of information is supplied by the tota uses and Sources statement: Red
(Capital and Current) and Financid Sources and Uses. We are not able to supply immediately
this statement. In advance we have to introduce in fact the Net Income Statement.

Table 9: ICT Net Income Sources and Uses Statement in 1998 and 1999 — At current prices
(billion of €)

Uses 1998 1999 Resour ces 1998 1999
Total Costs 62.10 68.34 Production 65.12 75.63
Net Income 2.85 25.51 Extraordinary Operations -0.17 18.32

Source: Research Centre Unioncamere

Table 10: Mechanical Net Income Sources and Uses Statement in 1998 and 1999 — At current
prices (billion of €)

Uses 1998 1999 Resour ces 1998 1999
Total Costs 69.26 70.84 Production 71.75 72.56
Net Income 240 1.59 Extraordinary Operations -0.08 -0.14

Source: Research Centre Unioncamere

We are now dlowed to produce the total Sources and Uses where Saving appears in both the
sides and can be elided.

Table 11: ICT Red and Financid Resources and Uses Statement in 1998 and 1999 — At
current prices (billion of €)

Panel Panel

Entire minus Entire minus

pane Tecnost pane Tecnost

Uses 1998 1999 1999 | Resour ces 1998 1999 1999

Total costs 62.10 68.38 67.82| Production 65.12 75.63 75.58

Investment -0.56 -0.36 -0.36| Borrowing 4.66 2191 5.27

Extraordinary

Lending 7.69 46.77 14.06| Operations -0.17 18.32 171

Hoarding 0.39 107 1.04

Source: Research Centre Unioncamere

Table 12: Mechanical Rea and Financia Resources and Uses Statement in 1998 and 1999 —
At current prices (billion of €)

Uses 1998 1999 Resources 1998 1999
Total costs 69.26 70.84 Production 71.75 72.56
Investment -3.00 -4.26 Borrowing -2.39 -3.29
Lending 2.99 1.1 Extraordinary Operations -0.08 -0.18
Hoarding 0.05 1.42

Source: Research Centre Unioncamere

12 Theleverageis defined as ratio Debt/Net Wealth.
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The datement puts in evidence that, on the whole Mechanicd uses the totd amount of its
sources for Current expenditure without any room for Lending and Totd invesment (Stocks
included).

On the contrary ICT channels 89.2% in 1998 and 59.0 in 1999 of total sources for Current
Production and the remarkable Residud , especidly in 1999 for Lending. The much more
importance of Financein NE respect to the old industry might not result more evident!

The comparison of ICT datements between 1998 and 1999 reveds a srong increase of dl
flows. Among thesg, it isthe Size of Saving in 1999 which is particularly large.

This anomdy of Saving's increase becomes stronger checking the balance of Net Income
Statement. On the bass of the Account we are able to verify that the strong increase of Net
Profit is not the result of amuch higher level of Production but of Extraordinary Operations.

We have then degpened our analyss pointing out a very important outlier: Tecnost a company
of northern entrepreneurs. Through this company the most important financid and economic
operation of Ity in the 90's takes place. It is the share raid of Telecom Itdia the previous
Itdian monopoly of Telecommunication.

Tdecom ltdia is in fact first privatised and successvely share raid by a group of Industridists
of North Italy. Then acquired, Telecom Itdiais absorbed by Tecnost.

The new property increases the volume of production (and costs as well), borrowing but in
paticular launch a great increase of cgpitd by whom a huge amount of resource: €16 hillion,

the equivalent of a Finance act of Italian Government of the same years.

In our FOF approach this very important financid operation is a shift of Saving from resident
and foreign families and firmsto Itdian ITC.

It is important to underine that this saving is not used for Invesment but for acquiring
financid assetsi.e. Lending.

Comparison of our totd resources statement with and without Tecnost reveds the great
relevance of thisfinancid operation.

0. Conclusions

We are now alowed to give awell-grounded answer to our question: how new isthe NE?

There is one important aspect about whom NE is not different from the old: the excess of
Saving on Investment. As we know this is a dructural aspect of dl the macroeconomic
framework not only of Italy, but dso of ECC, and opposite to the US.

Andysng the components of Capitd formation in ICT we have negative vaue of Fix
Investment in both the years: repectively one quarter and haf billion of € in 1998 and 1999.

In the Old Economy Fix Investment is podtive in both years and non negligible: little less
than hdf ahbillion € in 1998 and a quarter of billion €in 1999.

To thiswe have to add negative change of Stocksin both the sector either in 1998 or 1999.

Three aspects are on the contrary the chief new features of NE:

a) Value Added

ICT is characterised by a very high Vdue Added content, much more higher than
Mechanicd: in the triennium for 1000€ of production there are, on an average, 398 € of
Vaue Added in ICT against 268 € of Mechanicd.

b) Income distribution

Labour content of ICT is much more lighter than Mechanicd: For 1000 € of Vaue Added
Labour Income, on an average, amounts to 658 € in Mechanica and 429 €in ICT.
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How we know from economic history (see Landes, 1978) high Vaue Added content and
drong profitability as wedl ae characters of new indudtries like for example Sted indudtries
and then Chemigtry in Germany in last two decades of the 19th Century.

c¢) Finance

ICT borrows heavily. (In 1998 its borrowing is a little less than two times its Saving). Given
its low Invesment NE channels this excess of Saving and Borrowing on Investment for
Lending. On an average in the two years, Current expenditure for every day production
absorbsin fact the 70% of its sources against 99.3% of Mechanicd.

Differently from Mechanica, where Borrowing is negative and al resources are used for
Current Production, ICT has Finance in its core. On this aspect ICT looks not only as Service
but amost as banking industry.

Continuing with economic history examples, new economy looks much more likdy to Itdian
Banking and Wool industries of 1300, where the entrepreneurs were adso half bankers and the
bankers half entrepreneurs (Origo, 1992).
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