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Abstract  
 

While the New Economy came into existence a long time ago, it began 

to play a major role from the mid 1990s in not only the US economy but 

also the world economy. The purpose of this work is to explain how the 

New Economy is today and how it grows, by providing both empirical 

evidence and theoretical analysis.  

 

First, some empirical evidence on the New Economy will be presented. 

Further questions will be addressed by studying papers from some 

scholars in this science in order to arrive at a definition of the New 

Economy. For the classical growth analysis theory, we used the Solow 

Model growth theory. We used the two major production factors: Labor 

and Technology as the main reasons for the development of the New 

Economy. We also study in more detail, the theory of four perspectives 

(Organization, Market, Products and the Innovati on) in the firms of the 

New Economy. The growth analysis of the New Econo my will be 

introduced in the second part of this work as a strong supplement to the 

Solow Model. Finally, the new theory of four perspectives is the highlight 

in this work in studying the development analysis of the New Economy.  
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1. Introduction to the New Economy 
 

 

In terms of what is new in recent economic developments, we concl ude 

that: it is because of these new technologi es, especially in the field of 

information technology and the creation of the networking business 

(Cogley, 2003). This is an important component of IT, as are Infor mation 

and Communication Technologies that are widely used not only in 

everyday life but also in business life (B2B Business).  

 

Now, the New Econo my Companies, which could also be defined as the 

ICT companies, have created much wealth to the total  world economy in 

spite of the global credit crisis since the fourth quarter of 2008.  

 

 

 

 

 

 

 

 



 
 
 

9 

1.1 Sectors in the New Economy  
 

In 1999, the office of Policy Development in the American Economics 

and Statistics Administration published a report entitled:  “The Emerging 

Digital Economy II”. In this paper, the data of the three most important 

sectors of the New Economy i n the US were introduced. Between 1990 

and 1999, we fi nd that the growth of the New Economy i n these three 

sectors has risen rapidly.  

 

 

 

1.1.1 Hardware industry 

 

In 1990, the number of companies in the US suppl ying computer 

hardware was 28,677 but by1999, thi s number increased to 45,082.  This 

means a growth rate of nearly 60%in the Hardware Industry during this 

10-year period.  

 

The growth rate in other areas of the Hardware Industry has also been 

astronomical. For example, the growth rate for semiconductors and 

printed circuit boards between the year s 1990 and 1999 is almost 200%.  
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The overall average development rate in the Hardware Industry is 120%. 

Here, the total number of firms for the entire Industry in 1990 was 80,689 

increasing to176, 500 in just 10 years.  

 

1.1.2 Computer Software and the Ser vice Industry  

 

Not only has the growth rate for the Hardware Industry risen 

dramatically, but also the software industry has also seen a steady 

growth rate, especially for computer programming services, pre-

packaged softwar e (standard software), computer processing and data 

management.  The growth rate for the software industry is almost 

160%.  
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1.1.3 Communication Industry (Networking) 

 

One could say that the telephone network was one of the first 

developments whi ch would later expand to the i ntroduction of the PC 

Networking system. Later , this would develop to the optical cable 

system. Thereafter, the firms in this industry are the third most important 

sector in New Economy. Usi ng data from the Telegraph 

Communications sector, there were 9,619 firms in 1990, and just 10 

years later, the number of companies rose to 17,374, a growth rate of 

80%.  

 

In the communications equipment i ndustry, there were 11,278 firms in 

1990 and by 1999, thi s number increased to 27,854, an increase of 

almost 150%.  

 

By combining these three sectors from 1990 onwar ds, the total  number 

of firms in the New Economy, was 152,264 and r ose substant ially to 

350,958 in 1999. The total growth rate in this area is nearly 130%. It is 

almost impossible to find a comparable growth rate in other industries 

during the 1990s.  
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1.2 Growth in Communication Speed  
 

Communication devices from the early telegraph system of 1844 to the 

high-speed connect ions available today has also i ncreased dramatically. 

On the technical side, we show the foll owing estimation:  

 

 
Figure 1: The Speed of Communications Equipment in the New 

Economy. (Reference: Nordhaus, William D., 2000) 
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Only from present-day technical know-how, can we say that  telegraph 

communication in 1844 had a speed of 10 Bits per second, and now the 

speed of a modern computer can be almost 1 million bits per second.   

 

What is apparent from these figures is that during the last 20 years, 

when the rate of improvement rose from 4% annually to a rate of 

approximately 70% per year. Thus the speed of the technical growth rate 

of the New Economy  is said to be extremely high.  
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1.3 Other performance rates in the New Economy   
 

Some other estimations of the New Economy performance rates will be 

taken into consideration when introducing the New Economy. 

 

These measurement indicators include: 

 

a)   On the Macroeconomic side: how does the total  employment 

rate, i.e. Wage differences compare with other industries, total 

investment for  the New Econo my in the total economy, as well as the 

labor force in the New Econo my.  

 

b)   The measurement for this could be the busi ness revenue gr owth 

rate, as well as the employment rotation rate, and the marketing and 

financial development for firms of the New Economy.  

 

These economic data are not easy to obtain, some data are relevant to 

the single firm and are also more difficult to obtain. General estimations 

on these f irms will be dealt with in Chapter 2. 
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2. Literature Selection for a Definition of the New 
Economy  
 

 

2.1 Four Points Description of the New Economy (Delong 

and Summers, 2001) 

 

Firstly, we will take the following problems of the New Econo my into 

consideration from the points of Delong and Summers:  

 

1. How important will the ongoing technological revolution in data 

processing and communications be, in the long run?  

 

2. Could the crash of the NASDAQ tell  us about the future of the New 

Economy? 

 

3. How should governments regulate the economy to maximize the 

benefits of these technological developments? 
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4. How could terrorist attacks such as on the World Trade Center on 

September 11. 2001 shake publi c confidence as well as affect the 

overall US economy? 

 

While Delong and Summers were not completely able to answer  the four 

questions outlined above,  they dealt specifically with regard to the New 

Economy. 

 

Both scholars believe that:  

 

For item 1, in the long run, (more than 10 years ) the ongoing 

technological developments in data processing and information 

communication wil l be considerable.  

 

For item 2: the stock exchange cr ash of the NASDAQ in the late 1990s 

could not provide us with enough information about the dimensions of 

the economic transformation for a long time. They further think that this 

economic phenomenon coul d tell us that the New Economy is more 

likely to be a source of downward pressure on margins rather than of 
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large durable quasi-rents, which are the remaining part of the profits 

from the investment minus the cost of t he same investment.  

 

For item 3: they believe that the New Economy i s more likely to be 

“Micro” than “Macro”. And for the government, to provide the property 

rights, institutional frameworks and rules of the game in the New 

Economy is a good way to under pin the market economy.  

 

 

As for the last item: the terrorist attack on the WTC on 11 September. 

2001, they believe that on one side, the terrorist attack could really slow 

private investment in the New Economy but on the other  anti-terrorist, 

US military spending is likely to increase. This government investment 

will concentrate on high technology, such as data pr ocessing and data 

communication products. Therefore, they also believe that the changes 

in economic structure in the area of the New Economy will probably not 

be greatly affected.  

 

For example, Becker and Murphy (2001) estimated that the September  

11th terrorist attacks resulted in a loss of 0.06 percent of the total 
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productive assets of the US economy. T he empirical estimation of 

Abadie and Gardeazabal (2007) suggest that this terrorist attack resulted 

in a 5 percent fall in the net foreign direct investment of the country.  

 

While Delong and Summers were unable to define the New Economy  

they nevertheless used these 4 points to describe it. However, we obtain 

some insight into these quest ions, especial ly on the technical side, such 

as data processing and IT. Second, on the economic side, the New 

Economy can not br ing us the durable quasi-rents. It is just one of the 

many factors of the changi ng stock market. Third the New Economy i s in 

the hands of local government (for technology rights), while it is the 

responsibility of the individual to use the new technologies correctly. 

Fourth, financial spending in this sector will surely increase in the coming 

decades.  
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2.2 Old Economy and New Economy (Robinson, 2000) 
 

Robinson defines the new and old economy in her article “What is the 

New Economy “(2000). She writes that the old economy can be said to 

cover the years from 1938 to 1974 as t ime for old economy, or  could be 

named as the i ndustrial age, because this economy was built on a 

“manufactur ing base geared toward standardized production”. Robinson 

further points out that this old economy was “organized into stable, 

hierarchical and generall y autocratic organizations”. 

 

Furthermore, as Robinson also pointed out, the old economy was based 

on organizations. We believe that product ion in these organizations 

could be faster and more economical in order for them to achieve a 

competitive edge in the market.  

 

On the other hand, the organizations usually have the following aims: 

cost reduction and by establishing their place in the market; this was 

how success and prosperity were achieved in most cases.  

 

Between the mid-1970s and the earl y 1990s, the economic order began 

breaking down. However , these crises, which occurred during that 
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period, could be overcome. Robinson believes this to be one of the 

reasons for the development of the New Economy.  

 

The New Economy can been seen as a knowledge-based economy. 

Compared to the old economy, the key to be ing successful  is the extent 

to which new technologies can best be used , so that ideas and 

knowledge could be enhanced in all sectors of the New Econo my.  

 

For example according to Robinson, 80% of the jobs in the US today do  

not spend t ime making things (such as during the Old Economy), they 

process things, or generate information. During the 1960s, 60% of j obs 

in the US could use unskilled labor, but now, i t is only approximately 

15%. (Robinson, 2000) 

 

Evidence during recent decades of changes in the economy, such as: 

high speed telecommunications, personal computers, Computer 

technology and internet communication in everyday life, can be seen 

almost all over the world. Not only advanced technology but the internet 

connections make up a large proportion of the New Economy. For many 

people today, their  working life is being organized around technology 

and evolving with technology rather than simply by using it.  
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The main focus of the New Economy i s new organizational models, 

emphasizing teamwork, thereby empowering people and businesses.  

In contrast, the Old Economy focused on local, state and nat ional 

markets. The New Econo my, however, has a global focus. For instance, 

just as Robinson pointed out, between 1960 and 1997, U.S imports and 

exports grew at a rate 1.5 times faster than growth in domestic targeted 

production.  

 

Robinson also stated that, in terms of how states tr y to attract business, 

there are two key di fferences between the Old and the New Economy.  

 

It can be said that the first major difference between the Old and t he 

New Economy is in the area of infrastructure: especially with regard to 

information flow. Just as one scholar reportedly said: “Highways are 

necessary, but information highways are more important.” 

 

Second, labor is no longer from low-priced and unski lled to skilled 

workers but these ar e now better  educated. Education is more important 

than cost to the New Economy co mpanies.  
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For example, in 1950, 60% of the workforce worked in unskilled jobs, 

and in 2000, only 15% of the wor kforce is employed in unskilled jobs. 

The percentage of technical jobs has remained steady at  around 20%. 

The unskilled jobs have more or less disappeared in favor of skilled jobs.  

 

Robinson states that the two main differences of the Ol d and New 

Economy are named as time and age, wi th two growth factors in the 

Solow Model, namely human capital and technology. Although she did 

not explain this in greater detail , these two growth sectors could help to 

define the New Econo my more easily. 

 

Using the explanations of Robinson, we could see that the New 

Economy emerged from the beginning of the early 1990s as foll ows: the 

workers of the New Economy were skilled labor forces, while technology 

for the New Economy i s mostly with regard to the Information and 

Communication Technology.  
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Other issues could also not be sufficiently explained by Robinson, such 

as government behavior, as well as products in the New Economy, ho w 

the monetary policy and how the developing market for the New 

Economy is not defined. (Hämäläinen, 2001). Nor could these be found 

in the work of Robinson.  
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2.3 Weightless Economy (Quah, 2000) 
 

What is the difference between ICT  and any other  kind of technology, 

such as oil  and steam locomotives of earlier centuries? How does 

economic development with ICT differ from any other  kind of knowledge-

driven economic growth? Quah (2000) used these quest ions to introduce 

his article on the New Economy.  

 

Quah answers these quest ions, with his concept of the wei ghtless 

economy. Just fr om the theor ies of Quah, we can obser ve the following: 

 

1. Information and communications technology, including the Internet 

and telecommunication; 

 

2. Intellectual assets broadly speaking - not just patents, but al so 

copyrights and trademar ks for the music and video entertainment 

industry, advertising, images, industrial trade secrets, financial 

consulting services, health and medical consulting, education, etc; 

 

3. Electronic libraries and databases;  
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4. Biotechnology: Carbon-based libraries and databases.  

 

While Robinson concentrates on theoretical perspectives, Quah focuses 

on technology improvement, but he does est imate the di fferences in 

human capi tal, such as the labor force. Quah on the other hand, 

attributes only these 4 main technological findings to the gr owth in the 

New Economy:  

 

In this chapter, the New Economy has been expl ained by using the 

aforementioned three theori es. However , these three theories are not 

enough to obtain general ideas as out lined in Chapter 1. 

 

Developments in the New Economy are continuousl y growing. These 

results show a high growth rate in the long term, in all sectors of the New 

Economy.  
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3. New Economy Growth Analysis using classical 
Growth Theory 
 

 

Labor productivity and technology are the two major factors in economy 

growth, as seen in the Solow Model of the1960s. We investigate how 

these two factor s contribute to the growth of New Econo my. 

 

 

3.1 Labor Productivity Factor  
 

Productivity growth in the New Econo my sectors has made a signi ficant 

contribution to economic growth (Eliasson, 2004) . Nordhaus (2000) 

points out that: for the business sector , there has been an approximate 

increase in labor productivity growth of 1.82 percent in the last three 

years, and 0.65 percent was due to these New Econo my sectors. One 

third could be attributed to the total  US economy in the late 1990s.  

 

At this time, productivity growth rebounded sharply. Bosworth and 

Triplett discuss this rapid growth in productivity in their works. At least 
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part was clearly due to astonishing productivity growth in the “New 

Economy” sectors of information and commun ications (Cortright, 2001).  

 

Removing the direct effect of New Economy sectors, the productivity 

acceleration was 0.54 per cent of the total GDP, 0.65 per cent for 

business output, and 1.18 per cents for well-documented output. It is 

clear that the productivity rebound is not narrowly focused in a few new-

economy sector s (Nordhaus, 2000) .  

 

As already mentioned, we can easil y see in the empirical literature, that 

the New Econo my has increased productivity, and therefore contributes 

to the total US economy.  

 

This empirical data underl ines our findings that the increased labor 

productivity in the New Economy r esulted in an increase of total Labor 

productivity in the economy that i s proved by the Solow growth model: 

increased labor productivity contributes the tot al economic growth. 

(Solow, 1956).  
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3.2 Information and Communication Technology (ICT) 
Factor  
 

We believe that in the Industrial age, information plays an important role 

in operating the economy. The aim here is to provide a simple analytical 

framework within which to treat the effects of increasingly widespread 

diffusion of information technology and the Internet on productivity and 

economic welfare. 

 

The basic thrust is that IT (Information Technology) and internet  

connection technology have, for a long time, increased economic growth 

rates by substant ially lowering transaction costs (costs of using markets) 

and thus significantly extending the boundaries of r elevant economic 

markets. This will therefore afford greater opportunities for competition, 

economizing efforts and productive specialization that expand economi c 

productivity, which is a thousand times greater than two hundr ed years 

ago. 

 

Some empirical data, which was introduced by Fair in the year 2003, 

shows that the perfor mance of the U.S. economy has been outst anding 

in recent years. During the 1990s, the U.S. economic growth rate has far 
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exceeded the levels of the 1970s and 1980s. Furthermore, the U.S. 

economy has sur passed the economies of almost al l other industrialized 

countries such as Japan and OECD countries. A con sensus is emerging 

among economists that IT contributed significantly to this outstanding 

performance. Never theless, as we noted, the extent of IT  contribution to 

economic growth remains controversial. 

 

There is also considerable controversy regarding the contribution of 

industries that use, as opposed to pr oduce, IT (Information Technology). 

This controversy remains largely because of problems in measuring 

productivity growth.  

 

The two major factors in the Solow Model have increased so fast in the 

New Economy era. Some empirical data also supports this view. But the 

overall growth of the New Economy i tself cannot easil y be explained just 

only from these two sector s. In the next Chapt er, a more detailed 

analysis is used to explain this.  
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4. Model Theory: ICT Firms’ Perspectives Analysis  
 

4.1 Introduction  

 

In this work another Growth Analysis Theory will be introduced and 

discussed. This Theory was first introduced by Mei jaard in 2001 in hi s 

paper “Making Sense of the New Econo my”. 

 

Based on sever al contributions to the manager ial and economic 

literature, he derives five causal chains that can al so be called “Logics” 

in order to better  understand the relation to the strategy, structure and 

performance of firms. The “firms”, to which Meijaard refers, are the ICT 

firms in the New Econo my. These firms in the New Economy sectors are 

the hardware and software industries as well as the networking industry. 

In the Chapter  1, these sector s have been introduced and discussed in 

detail.  

 

These five causal chains cover various relationships between 

information and communication technologies and economic growth. 
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Meijaard writes that these five causal  chains are in different perspectives 

in the firms of the New Econo my:   

 

1. Organizational processes; 

2. Market process; 

3. Product processes; 

4. Socio-cultural processes; and 

5. Innovat ion and Learning.  

 

The fourth Chain by Mei jaard is the socio-cultural process. It seems that 

Meijaard does not ent irely define that this process consists of 

distinguished relationship between the firm and the economi c growth.  

 

Meijaard writes that: “information and communication technologies are 

an important facilitator for a number of social and cultural trends, 

especially in the areas of globalization and consumer empowerment.”  

Is ICT a really important facil itator for social and cultural trends? This 

issue is always debated by academics. Furthermore, globalization is also 

a very topical issue in the recent economic literature. We could not agree 
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with the arguments by Mei jaard that the ICT development could make 

the social changes, and that  this in turn benefits the economic growth.  

 

“The ICT development coul d make the changes i n the social and cultural 

processes, and then benef its to the economic growth” (Meijaard, 2001) 

will be discussed. He believes that ICT could change the soci al 

processes, and then the changed social process could indirectly change 

the organizations and innovation of firms, thus benef iting the total 

economic growth.  

 

By further examination of Mei jaard’s paper, we found that Mei jaard 

gave little supporting evidence of this and that he did not give any 

empirical data to support hi s arguments.  

 

Based on the above, we coul d not accept the fourth process to the 

perspective analysis theory. Just from the firms’ internal and external 

side, these four perspectives should be re-defined as two l arger 

perspectives: firms’ internal perspectives and the firms’ external 

perspectives.  
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So the author  of this work defines the ICT Firms’ Perspective Analysis 

has two major perspectives: Firms’ internal perspectives; Firms’ external 

perspectives.  

 

Firms’ internal perspectives include:  

a. Firms’ Organization perspective, 

b. Firms’ Innovation per spective. 

 

Firms’ external perspectives include:  

a. Market perspective,  

b. Product perspective.  
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4.2 Firms’ internal Perspectives 
 
 

4.2.1 Organization  Perspective 
 
 

 
Firms’ internal perspective 1: Organization 

 
 

As one can see from the above graphic, ICT development creates the 

improvement and i nnovations in the firms’ organization; developed 
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organizations could also increase their efficiency and product ivity, thus 

benefiting economic growth. 

 

This is a short analysis of the organizational perspective. Meijaard states 

that: “the opportunities to use improved information processing and 

communication tools affect the critical conditions for the key business 

processes”. Here, the key business processes should be considered as 

the primary processes, just like the manufactur ing processes and the 

support processes, also for instance, the off ice administration in the 

manufacture.  

 

ICT development also brings improvements in the efficiency of the firms 

in different areas, such as coordination and communication as well as 

interaction within and across the organization. 

 

Meijaard believes that the reduction of overall costs could create new 

opportunities for “optimal solutions for flexibility and responsiveness in 

the market place".  

 

For instance, a firm develops an administrative network, in turn creating 

an ERP system (Enterprise Resource Planning) in order that managers 
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in different areas could obtain faster and easier  connections than befor e. 

Certainly, the overal l costs of the firms’communication will decrease, 

and further structural and organizational changes in other  areas could be 

introduced.  

 

Based on these si tuations, organizational boundaries should also be 

reconsidered, once such changes have t aken place. Meijaard also states 

that organizations can pursue efficiency and f lexibility by: 

 

1. Outsourcing, 

2. Creating new models; 

3. Introducing new kinds of linkages, and 

4. Adopting new cost and perfor mance allocation mechanisms.  

 

By changing their  use of ICT, firms could increase the qual ity and 

quantity of the information. Just as the amount of ICT used by a 

company increases so too does the complexity of decision making 

increase. Managers now have more access to i nformation than they 

have ever had before. Mei jaard has stated that: “in relation to the 
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organization of economic processed, the effects of improving information 

and communication technologies are complex.” 

 

Managers have increasingly to take responsibility for their decision 

making. As Mei jaard stated, “increasingly, optimal decision making 

involves the incorporation of an enormous variety of arguments, 

including the valuation of “soft” factors like trust and cul ture. Especially 

when shifting operations outside organi zational boundaries, new 

mechanisms may try to fix things that cannot break.”  
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4.2.2 Innovation perspective  
 

 
Firms’ internal perspective 2: Innovation 

 

 

ICT development could also bring improvements to the firms’ innovation 

processes in learning and knowledge management. Meijaard 

emphasises that this perspective is potentially one of the main 

mechanisms of the New Econo my.  
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Why should we think that is potentially the most important mechanism in 

the New Econo my? 

 

In the first perspective, organization, we should not for get that as 

information and communication technology increases, manager s are 

faced with an increase in problem solving and deci sion making. The right 

decision making of managers is just as important as the firm’s ICT 

development.  

 

Meijaard argues that “effective management of knowledge within and 

between organizations can improve by the appli cation of ICT”. Here the 

effective management of  knowledge could also be considered as the 

decision making in the firms by the manager s.  

 

Furthermore, he believes that: “within and across the boundaries of the 

firm, the allocation of entrepreneurial and innovative capabili ties can 

benefit, if information becomes cheaper ”. This means that 

entrepreneurial initiatives may result in the most productivity.  
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From the firms’ point of view, innovation means the new tool s to 

communicate and process. This could fuel technological progress, if the 

information can easily be transferred and exchanged. When considering 

innovation in a global perspective, ICT-enhanced technol ogical progress 

can be greatly improved. Mei jaard believes that this may create 

opportunities for a rise in permanent economic growth.  

 

Meijaard concludes that the ongoing change s in the areas of innovation 

and knowledge management in ICT can be outlined as follows:  

 

Firstly, effective management of knowl edge within organizations can 

improve organizational learning and innovation; this in turn creates 

opportunities for the new information and communication tools which 

then trigger new incentives for both researchers and entrepreneurs to 

communicate and shar e information, thus enhancing technological 

progress.  

 

Secondly, and indeed which is more significant, the potential efficiencies 

of a new organization consists of many value chains (business value 

creation) and this seems to create a trend towards smaller and more 
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competence-driven units of operation. This further fosters a firm’s 

innovation and positive entrepreneurial dynamics, thus contributing to an 

entrepreneurial, networked economy.  

 

The two aforementioned features are the two sub per spectives in the 

firms’ internal perspective. We will also analyse the firms’ external 

perspectives: the market and the product.  
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4.3 Firms’ external Perspectives  
 

4.3.1 Market per spective  
 
 

 
Firms’ external perspective 1: Market 

 

 

The first firms’ external perspective, that is, in which way the ICT s could 

be positively affect economic growth is through the changes in the 

market processes. This relates to the impact of new and i mproved tools 
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of information processing and communication on the mechani sms of 

allocating goods and ser vices from business to consumer (B2C) and 

from business to business (B2B). That is to say, ICT could alleviate a 

range of the market imperfections. (Meijaard, 2001) 

 

The benefits of ICT in the market can be seen by r educing the costs of 

transactions and increasing the allocation mechanism, which could result 

in the firms’ overall efficiency and product ivity, thus creating economic 

growth.  

 

In the New Economy, the defi nition of the market has changed 

considerably. Today the definition of markets is based on pr oducts and 

services and is no longer limited by geographical borders. According to 

Meijaard, this means that val ue chains wi ll be organized on a more 

global basis. The adoption of ICT applications can widen the relevant 

boundaries of competi tion for a range of products. This can greatly 

improve the eff iciency of market allocation, such as the onl ine market in 

the New Econo my, for example: eBay.  

 

The classical market theory of supply and demand could further be 

enhanced by using the ICT appli cations. This could not only be better  
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and faster  for the consumer  market, but also for the B2B market, such as 

the material and the investment goods mar ket.  

 

By using ICT applications in the market, some problems could also arise. 

Meijaard believes that, the quali ty of the products and quali ty of 

information about these pr oducts cannot easily be obtai ned. 

 

These problems could be like the information transparency, product 

price dispersion and the information asymmetric (Meijaard, 2001). These 

things could occur everywhere in the internet, such as the product 

descriptions could be seen, but at the same time, we could not see the 

real product. Internet just gives us the information, but the quality of the 

information about the products cannot easily be determined.  

 

Just as firms’ provide product information to customers, on the internet 

market, there is really a lot of information available to customers. How 

the information’s quality is depicted is another problem for the internet 

user. Just as Meijaard states, customer s and suppliers will be tempted to 

spend more efforts in search processes that were previously considered 

irrelevant and unfeasible. The efficiency thereof will become a less and 

less relevant argument, whi le quality issues will remain unresolved. 
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Although there are really a lot problems with regard to the quali ty of the 

information, the ICT applications in the market could result in cost 

reductions and faster  availability of products, services and information.  
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4.3.2 Product Per spective  
 
 

 
Firms’ external perspective 2: Product 

 
 

 

This causal sequence of the f irms’ external perspective in which the 

ICTs may be raising economic growth relates to product innovations. It is 

also included the creation of new customer value and the speci fic 
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attributes of ICT-based innovations, which was put for ward by Meijaard, 

2001.  

 

To understand the relevance of specifi c product features, two types of 

products will  be introduced:  

 

(1) New products from ICT-sectors and  

(2) Renewed products f rom old sectors 

 

Meijaard gives us clear definitions of these items:  

 

The new products above, such as  hardware, software and e-commerce 

can be seen as innovative goods or ser vices. They are applied 

throughout the economy, mostly as investments in process innovation. 

The “renewed” products, for instance are like information products and 

improved e-services. They can be seen as product innovations that 

create new markets and close substitutes for  adjacent existing products.  

 

Meijaard believes there are three points necessary for the New Economy 

goods to establish the economic growth:  
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Firstly, information intensive products have very low marginal costs. That 

could be easily understood, the cost of the first CD is really higher than 

the thousandth, j ust because of t he research and development costs for  

the New Econo my industry is too high, and the CD pr oduction, just as 

the marginal cost is too low. Therefore, the f irms must learn to price 

discriminate through image, quality and service.  

 

Secondly, the pay-offs to the marginal client are minimal for the first 

users of the network. Most importantly, the pay-offs to customers that 

paid in the past are increasing as the network grows, providing room for 

additional  periodic fees once a critical mass is achieved.  

 

And thirdly, effective knowledge management can cultivate network 

externalities. The increased oppor tunity to process information and 

communicate over networks therefore has two effi ciency bonuses: to the 

individual user of the networ k and to the network as a whole.  

 

Based on above three poi nts, Meijaard argues that, these N ew Economy 

Firms could obtain competi tive advantages by i ntroducing both new and 

renewed products. The Firms can show flexibility as providers of diverse 

applications and services. As for finding a better marketing strategy for 
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the New Econo my firms, the aggregated marketing could be the right 

choice for them.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

50 

4.4 Critical Comments on Perspective Theory Analysis  
 

These four internal and external Perspectives from Meijaard discussed 

above are an attempt to pr esent a systematic view of the changes in the 

economy due to the oppor tunities created by the developments in 

information and communication technology (ICT), but he further states 

that there may be bar riers to the aforementioned positive shocks and 

shifts in economic growth.  

 

Firstly, direct barriers to progress exist, due to: 

(a) Increased investment costs,  

(b) Investment r isks,  

(c) Incorrect judgement and deci sion making, 

(d) Failure to organize. 

 

Secondly, scarcity remains very relevant on a local level and this will 

continue for many years to come. Labour and other inputs are still 

geographically bound, al though this is beginning to change. 

Management costs for  transaction for the physical and non-physical 

goods remain considerable. Coordination costs risks to switch to the 

different organization of the value cr eation process are slow to decrease.  
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Thirdly, not the highest but the lowest speed of i nnovation and growth 

really count in the economic system. In thi s case, just as Mei jaard 

comments, the r ealized speed of gr owth is determined by the lowest link 

to economic growth.  
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5. Conclusions and further working  
 

The New Economy has been a ma jor contributor to economic 

performance in the total economy for decades. Defining exactl y what the 

New Economy is, is not an easy task. But some schol ars, such as 

Robinson, Summers, Quah and Del ong, have provided some insight. 

Their theories about the New Economy have gi ven us a great theoretical 

working base.  

 

The Solow model provides us with a good way to measur e and analyze 

the growth of the New Econo my. These two factor s, human resources 

and technology, have r eally proved their contribution to t he growth of the 

New Economy. Like it or not, Information Technology has been a 

revolutionary power that deeply impacted our lives. From the “New 

Economy” perspective, information technology is a very important 

boosting power. The creation of the New Economy is indeed the 

contribution of both economic policies, i.e. the human el ements as wel l 

as technological developments. (Meijaard, 2001) 

  

The influence of information technologies on productivity, cost reduction, 

and globalization are not independent of, but interconnected to one 
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another. That is to say, the development of information technologies 

would benefit all areas. 

 

By using the classical Growth Theory to describe the New Economy has 

also not been an easy task, but by using the logics of the growth model, 

we could see an overall growth in the New Economy; this is indeed a 

better view of the whole.  

 

In conclusion, the “New Economy” is not a bubble, although it is 

experiencing a downturn, which is normal for any kind of economic 

phenomenon. Sustained by strong technological advancement and 

stable economic policies, the “New Economy” will certainly make a 

comeback and whe n it does, will  be even stronger. 

 

While this work concentrates on the theory, it is clear that, further 

empirical analysis will help us to more easily understand the overall 

picture.  

 

 

 

 



 
 
 

54 

6. Bibliography  
 

[1] Abadie, Alberto, and Gardeazabal, Javier (2007), Terrorism and the 

World Economy, downloaded: 

http://ksghome.har vard.edu/~aabadi e/twe.pdf 

 

[2]. Baily, Martin Nail (2001): Macroeconomic implications of the New 

Economy, Download: http://www.iie.com/publications/wp/01-9.pdf 

 

[3] Becker, Gary, and Murphy, Kevin (2001), Prosperity Will Rise Out of 

the Ashes, Wall Street Journal Oct 29, 2001.  

 

[4]. Bosworth, Barry P., and Triplett, Jack E. (2000): What’s New about 

the New Econo my? IT, Economic Growth and Productivity, Download: 

http://www.tcf.or .jp/data/20001019 -20_Barry_Bosworth_-

_Jack_Triplett.pdf 

 

[5]. Cogley, Timothy (2003): How Fast Can the New Econo my Grow? A 

Bayesian Analysis of the Evolution of Trend Growth, Download: 

http://ideas.repec.org/p/asu/wpaper /2133301.html 

 

http://ksghome.harvard.edu/~aabadie/twe.pdf
http://www.iie.com/publications/wp/01-9.pdf
http://www.tcf.or.jp/data/20001019-20_Barry_Bosworth_-_Jack_Triplett.pdf
http://www.tcf.or.jp/data/20001019-20_Barry_Bosworth_-_Jack_Triplett.pdf
http://ideas.repec.org/p/asu/wpaper/2133301.html


 
 
 

55 

[6]. Cortright, Joseph (2001): New Growth Theory, Technology and 

earning: A Practitioner's Guide, Download: 

http://www.eda.gov/I mageCache/EDAPublic/documents/pdfdocs/1g3l r_5

f7_5fcortright_2epdf/v1/1g3lr _5f7_5fcor tright.pdf 

 

[7]. Dahlin, Brian (2002): The Impact of Educati on on Economic Growth: 

Theory, Findings, and Policy Implications, Download: 

http://www.duke.edu/~bgd3/bgd0202. pdf 

 

[8]. DeLong, J. Brandford, and Summers, Lawrence H. (2001): The ‘New 

Economy’: Background, Historical Perspective, Questions, and 

Speculations, Download: 

http://ideas.repec.org/a/fip/fedker/y2001iqivp29-59nv.86no.4.html  

 

[9]. Edison, Hali J., and Solk, Torssten (2001): Wealth Effects and the 

New Economy, Download: 

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=276082  

 

[10]. Eliasson, Gunnar (2004): The Role of Knowledge in Economic 

Growth, Download: http://www.oecd.org/dataoecd/6/29/ 1825633.pdf  

http://www.eda.gov/ImageCache/EDAPublic/documents/pdfdocs/1g3lr_5f7_5fcortright_2epdf/v1/1g3lr_5f7_5fcortright.pdf
http://www.eda.gov/ImageCache/EDAPublic/documents/pdfdocs/1g3lr_5f7_5fcortright_2epdf/v1/1g3lr_5f7_5fcortright.pdf
http://www.duke.edu/~bgd3/bgd0202.pdf
http://ideas.repec.org/a/fip/fedker/y2001iqivp29-59nv.86no.4.html
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=276082
http://www.oecd.org/dataoecd/6/29/1825633.pdf


 
 
 

56 

 

[11]. Eliasson, Gunnar, and Johansson, Dan (2004): Simulating the New 

Economy, Download: 

http://www.ratio.se/upload/SimulatingNewEconomy.pdf 

 

[12]. Fair, Ray C. (2003): Testing for a New Economy in 1990s, 

Download: http://papers.ssrn.com/sol3/papers.cfm?abstract_id=363560 

 

[13]. Galbi, Douglas A. (2000): Growth in the “New Economy”: U.S. 

Bandwidth Use and Pr icing Across the 1990s,  Download: 

http://papers.ssrn.com/sol3/papers.cfm?abstract_id=238341  

 

[14]. Hämäläinen, Sirkka. (2001): Is the New Economy r eally new? 

Download: 

http://www.ecb.i nt/press/key/date/2001/ html/sp010129.en.html 

 

[15]. Kahn, James A., and Rich, Robert (2003): Tracking the New 

Economy: Using Growth Theory to detect Changes in Trend Product ivity, 

Download: http://www.newyorkfed.org/research/staff_repor ts/sr159.html 

 

http://www.ratio.se/upload/SimulatingNewEconomy.pdf
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=363560
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=238341
http://www.ecb.int/press/key/date/2001/html/sp010129.en.html
http://www.newyorkfed.org/research/staff_reports/sr159.html


 
 
 

57 

[16]. Landfeld, J. Steven, and Fraumeni, Barbara M. (2001): Measuring 

the New Econo my, Download: 

http://ideas.repec.org/p/bea/papers/0009.html 

 

[17]. Leydesdor ff, Loet (2005): The Knowledge Base of an Economy: 

What is it? Can it be measured? Can it be modeled? Download: 

http://listserv.utk.edu/cgi-

bin/wa?A2=ind0511&L=sigmetrics&O=A&P=5137  

 

[18]. Mann, Catherine L. (2001): The New Economy: end of the wel fare 

State? Download: http://www.i ie.com/publications/papers/mann0501.pdf  

 

[19]. Matton , Richard H. (2006): Higher Education and Economic 

Growth, Download: 

http://www.chicagofed.org/publications/fedletter/cfljanuary2006_222a.pdf  

 

[20]. Mei jaard, Joris (2001): Making Sense of the New Econo my, 

Download: http://www.eim.net/pdf-ez/H200009.pdf  

 

http://ideas.repec.org/p/bea/papers/0009.html
http://listserv.utk.edu/cgi-bin/wa?A2=ind0511&L=sigmetrics&O=A&P=5137
http://listserv.utk.edu/cgi-bin/wa?A2=ind0511&L=sigmetrics&O=A&P=5137
http://www.iie.com/publications/papers/mann0501.pdf
http://www.chicagofed.org/publications/fedletter/cfljanuary2006_222a.pdf
http://www.eim.net/pdf-ez/H200009.pdf


 
 
 

58 

[21]. Nakamura, Leonard I. (2000): Economics and the New Econo my: 

The Invisible Hand Meets Cr eative Destruction, Download: 

http://www.phi l.frb.org/files/br/brja00ln.pdf  

 

[22]. Nordhaus, William D. (2000): Produtivity Growth and New 

Economy, Download: http://www.nber.org/papers/W8096 

 

[23]. Nordhaus, William D. (2000): Technology, Economi c Growth, and 

the New Econo my, Download: 

http://www.econ.yal e.edu/~nordhaus/homepage/sweden%20061300c.P

DF 

 

[24]. Phojula, Matti (2002): New Economy in Growth and Devel opment, 

Download: http://ideas.repec.org/a/oup/oxford/v18y2002i3p380-396.html 

 

[25]. Phojula, Matti (2002): The New Economy: Facts, Impacts and 

Policies, Download: http://ideas.repec.org/a/eee/iepoli /v14y2002i2p133-

144.html 

 

http://www.phil.frb.org/files/br/brja00ln.pdf
http://www.nber.org/papers/W8096
http://www.econ.yale.edu/~nordhaus/homepage/sweden%20061300c.PDF
http://www.econ.yale.edu/~nordhaus/homepage/sweden%20061300c.PDF
http://ideas.repec.org/a/oup/oxford/v18y2002i3p380-396.html
http://ideas.repec.org/a/eee/iepoli/v14y2002i2p133-144.html
http://ideas.repec.org/a/eee/iepoli/v14y2002i2p133-144.html


 
 
 

59 

[26]. Quah, D. (2000): The Weightless New Economy, Do wnload: 

http://econ.lse.ac.uk/~dquah/tweirl 0.html 

 

[27] Robinson, Jacquelyn P. (2000): What is the New Econo my?  

http://www.aces.edu/cr d/workforce/publications/9-22-00-new-econ-

defined.PDF 

 

[28]. Röller, Lars-Hendrik, and Wey, Christian (2002): Merger Control in 

the New Econo my, Download: 

http://ideas.repec.org/p/wzb/wzebiv/fsiv02-02.html 

 

[29]. Scherrer, Christoph (2001): New Economy: Explosive Growth 

Driven by a Productivity Revolution? Download: http://skylla.wz-

berlin.de/pdf/2001/ii01-204.pdf 

 

[30]. Simpson, R. David, Michael, A. Toman, and Ayres, Robert U. 

(2004): Scarcity and Growth in the New Mi llennium: Summary, 

Download: http://www.rff.org/Documents/RF F-DP-04-01.pdf 

 

http://econ.lse.ac.uk/~dquah/tweirl0.html
http://www.aces.edu/crd/workforce/publications/9-22-00-new-econ-defined.PDF
http://www.aces.edu/crd/workforce/publications/9-22-00-new-econ-defined.PDF
http://ideas.repec.org/p/wzb/wzebiv/fsiv02-02.html
http://skylla.wz-berlin.de/pdf/2001/ii01-204.pdf
http://skylla.wz-berlin.de/pdf/2001/ii01-204.pdf
http://www.rff.org/Documents/RFF-DP-04-01.pdf


 
 
 

60 

[31]. Soete, Luc. (2000): E-Business: Value Creation in the New 

Economy, Download: http://www.insee.fr/en/ppp/sommai re/imet97l.pdf 

 

[32]. Stevens Philip, and Weale, Martin (2003): Education and economi c 

Growth, Download: http://www.niesr.ac.uk/pubs/dps/dp221.pdf  

 

[33]. Report from the Offi ce of Policy Development in American 

Economics and Stati stics Administration (1999): The Emerging Digital 

Economy.  

Download: https://www.esa.doc.gov/r eports/EDE2report.pdf 

 

 

 

 

 

 

 

 

http://www.insee.fr/en/ppp/sommaire/imet97l.pdf
http://www.niesr.ac.uk/pubs/dps/dp221.pdf
https://www.esa.doc.gov/reports/EDE2report.pdf


 
 
 

61 

 

 
 
 
 
 
 
 

             Appendix 
 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 

62 

KURZFASSUNG  
 

Auch wenn die "New Economy" schon sei t längerer Zeit existiert, 

begann sie seit Mitte der Neunziger Jahre eine wichtige Rolle, nicht nur 

in der US-Wirtschaft, sondern in der gesamten Weltwirtschaft zu spielen. 

Es ist das Ziel dieser Arbeit zu erklären, wie die "New Economy" heute 

funktioniert und wie sie wächst, unter  Zugrundelegung sowohl  

empirischer Daten als auch theoretischer Analysen.  

 

Zunächst werden empirische Daten, di e "New Economy" betreffend, 

präsentiert. Weiters werden Unterlagen einiger Gelehrter dieser 

Wissenschaft  Fragen unterworfen, um zu einer Definition der "New 

Economy" zu gelangen. 

 

Für die klassische Wachstumsanalyse wurde das Solow Modell der 

Wachstumstheorie angewendet. Ber ücksichtigt wurden die beiden 

Hauptfaktoren der Erzeugung: Arbei t und Technologie, als vornehmliche 

Gründe für die Entwicklung der "New Economy". Mehr im Detail werden 

auch die vier Perspektiven (Organisation, Markt, Produkte und 

Neuerungen) in Unternehmen, welche die "New Economy" eingeführt 
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haben, untersucht. Die Wachstumsanalyse der "New Economy" wird im 

zweiten Teil dieser Arbeit al starke Ergänzung zum Solow Modell 

eingebracht. Letztendlich ist die neue Theorie der vier Perspektiven der 

Höhepunkt dieser  Arbeit, die die Entwicklungsanalyse der "New 

Economy" untersucht. 
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