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INTRODUCTION
The enthlLsias.r lor so called "ncw ecorornt' enter

p ses lias scarcely lvaned in today's share markets.
despite the expede!1ces tuon thc "doicon bllst" that
welcorncd in the rew millennium.Ir 1993, PeterDrucher
1or€cast that "lhe ira.litional factors of production lard.

lahor. and capital are becoming rcstraints rather than
ddvingforces"  andthat"Knowledgeisbecomingtheone
critical fact.,r ofproduciion'. This basis lbr rnanulacture
has cotltinucd to play out on the world's stock markets.
- o n ,  1 .  r ' , 1 0 ,  ' , ,  i r  S  i r o  . -  u  , t  .  " . . , h p .  '  t r '
fbr the past industrial age, have be.olne unfashioDable
to share investors. ivho have nov€d their attcntion to
"kno$ledee based" stocks.

So how arc nanufacturcN respondins! Rathcr than
tishting :rgainsl ihe onset ofthe hnowledge based emn
on1', sone mamrfactureN are lv,"lcominC its prosress
by demonstratinli_ the cr€dentials in leveraging their
l i  ' h l  . ; "  a  d  . . "  '  t " J - .  A .  .  "  " .  |  ' \ ' 1 i "  1 L

the returns to shareholders. ihcr afe also contribut g

bencfits to the econom). envircnmentand thecommunity
at large.

Nlanl ol ihe concepts that arc inslNrnental in achiev
ing this change have been erplored thrcugh tlic Intel-
lisent Nlanufacturins St'stems (IMS) elobal fesearch
and dcveloplnent consortia, $'hich c]l1irn n-"mbership
orsanisaiions dra$'n hornJapa\ USA, Korea, Australia,
Canada, th," EuropcanUnion, Norway ard Switzerlald.
Specificalh', this article dralvs on two sub.prosrarns, thc
concept of Holonic Mamfactudng Sysiems" and "Clob

manzl (Global lIanufacturjns jh Lhe 21st Century) to
illustrate how the manulactudDg iDduslry is cuu€ntly
adapiins. and in some cises leadins. in capturiDg the
oppor|lrnities ofteredto conlpanies and ex€cutives rn lhe
new knorvlcdge based economl:

WH.A.T IS THE "NEW ECONOIfi"'?
Disclrssions on the "New llconom!:' involvc accep(ance

of the folloring ohserr-atiors and aciivilies since thc
1 9 7 0 s .

The ratio of rnarhet valuitions to tangiblc assei valu-
at ions have sen f ron 1to bet \ leen. t to  5 t imes.  i .c . lcss
rhan 25en ofa firn's narket valuation canbe attributed
to its tansible asscts. The sap is comnonl.v attfibuied to
the eftect of "intansible assets".

. Shareholder rcturrs have shifted fiom being larsely
dividend basad. |o one of capital gain i.c. a tbcus on
capital gronlh returrs over arnurty rcturns.

' The larse, verticall:' intesvai,"d firm is bccomins the
ercLrptior, ratherthar the rLrle, as slobal {Dmpctiiion,

rhe evolution of the ne\1 economy \4hat pait the nanu-

particularly in hbour cost \\'ithin supply cliains, is
o '  B  o - , o  o '  "  r . ' ,  v  , h " '  F  n 1 t " r ' r ' i " '

and to buy in'producrs or serviccs ihai they can't
intemallx provide competitivell'.

. The src$'th in alliance, joint venture and Dcrg€ri

acquisition activity is resulting in a markei place

{hich is incrcasingl! net*'orked ard rhcrelbre highl)'

. Prcduct life cycles are beconing shol.ter, with custom-
crs no$ -"xpecting faster and morc innovatn'e pmduct

offerings.

The above marketpl:rc€ changes substantiall! define

facturing industry plal.s the new econony $'ill no$'

MANUFACTURING COMPANT
SHARE IIA.RKET VAIUES REI"ATT\,IE
TO TAT\GIBLE ASSET VAIUES

Some traditional indusirial stocks, heavilv reliant on
tangible physical assets, arc norv being replaced ly 1ow
tansible asset stocks, at th€ top of stock market valua-
tion lists. It is the author's view that thc gap bei,ween
rnarkct and iansiblc assei valu€s is oft€n atilibuted
to the growlh in importaDce of intangiblc assets. The
anal)'sis below. which compares the !e brrnance of
S&P500 stocks hom both the Inlbrnation Technolos)'
and I'etecommunications scctorson the or€ handandthe
Xlaterials and Industrials sectors onthe olher indicates
ihat rnanl iDdustdal companies are far fion boils left
behnid in ihe new ecoDomy stak€s. Fr'om a p.iinr jn the

s&P 500 Marketro Book Ratos
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