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PREFACE

The economic situation in the world at the beginning of the twenty-first
century was marked by several major characteristics and problems. The first
was that there were large differences in the size of real wages and income per
capita among countries in the world. This was the result of their historical
developments. The second was that there was a great natural inequality in
the world concerning the distribution of economic resources and population.
This was a natural force. The third was that there was a construction of a
new global financial architecture based on technological development, the
distribution of natural resources, and population numbers. The fourth was
that the economic policies of the most developed countries in the world
did not find an economic concept used to maintain their status as the most
developed countries, because their economic strength had a relatively
declining tendency.
Because of those facts, Hamlet’s question, “To be or not to be?” is
asked. This is an open problem for most developed countries, because in
the majority of them a serious rise in the occurrence of external and public
debt is happening. The economic science and economic policies of these
countries generally have no optimal solution for this problem. For some
time the exchange rate of the world’s major currencies has been constantly
decreasing. Such a condition cannot be permanent, because that would mean
an economic collapse in those countries.
Free international trade is to some extent misused. Politicians and
business people, due to their special interests and benefits, have adopted
this concept. In principle, its aim is good, but it is basically conceptually
incomplete. This is because the protective principle of general benefit for the
most developed countries is not incorporated into it. This concept brings a
certain quantity of economic benefits, but at the same time a certain quantity
of damages. For the average population of the most developed countries,
it brings benefits in the form of lower prices for a large part of consumer
goods. For the owners of productive resources, it brings greatly increased
economic fruits in the form of profits. At the same time, this concept for the
population of these states means damage in the form of a permanent rise
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in unemployment, and for the state an increase of the foreign and budget
debts. The danger of this concept for the economic success of the developed
countries is that it can result in economic collapse if it should take too long.
This series of complex facts has, so far in the world, produced a large
number of serious national and international economic deviations. In the late
nineteenth century, Argentina was one of the six richest countries in the world.
But because of the mistakes made in the economic policy, it has slipped far
below this place. Communist China has recently begun to finance the USA,
which somewhat resembles Argentina in the way it fell. Since the year 1870
148 deviations in the world have happened with serious consequences for the
economics of a larger or smaller number of states. These are serious warnings.
The world today can hardly endure great economic deviations because they
are a danger to the realization of universal human rights.
The above mentioned complex of economic problems requires an
optimal solution. This solution lies in the application of the principle of
economic duals and the category of diversified money. The “economic
atom” called economic micro-dual, and diversified money is the original
concept of the author and is now presented to the public for the first time.
The micro-dual is a fundamental unit of economic activity, generating all
the positive effects in the economy of the state and identifying all economic
deviations. The solution assumes that interstate commerce is balanced and
that there is no indebtedness of the participant states in economic relations.
The solution also excludes the existence of the internal debt of the state and
includes the existence of financial reserves for the extraordinary needs of the
state. This concept states that the volume of interstate trade becomes larger
and economically more beneficial for all countries. This cannot be achieved
without its application to the economic policy of the most developed
countries. This concept is of primary importance to the economy of the USA
because it is the most developed economic space in the world. By using the
principle of the economic duals and the category of diversified money in the
USA and in other more developed countries of the world, economic benefits
in thousands of billions of dollars could be achieved, and the employment
of millions of their inhabitants made possible, while at the same time not
violating the regulations of free international trade.
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INTRODUCTION

The Concept and Goals of the Research
Early in 2008 came the first information about the bad real estate loans
in the USA and of the drop of stock indices as a consequence of this.
Then the emergence of large-scale economic problems was announced.
After the shock was transferred to all developed European countries, the
problem appeared for the first time in the Croatian economic space in 2009.
It appeared in the form of insolvency and the loss of jobs. Most of them
were lost in the production of material goods. The problem proved to be
extreme in the state budget for 2009. During the first quarter it could be
seen that the projections were not going to be realized. At the beginning of
the second quarter the situation had deteriorated further, and by the middle
of the year the situation became alarming. After that, a recession was
officially declared. To reduce liquidity, and because it was obvious that the
state budget could not carry out its budgetary commitments, revision was
started. On the expenditure side, some items were corrected to a lower level
and on the revenue side a special recovery tax was introduced on salaries,
pensions, free profession incomes, and expensive cars and yachts. So the
budgetary financial condition was temporarily restored. The recession
launched a series of questions related to the economics of the country. The
Croatian government immediately formed a team called “The Economic
Council,” which was supposed to provide expert opinions regarding further
economic policy. However, this council has not produced any public written
professional legacy which could be a conceptual basis for the economic
policy of the state.
The problem that had to be addressed was related to the reasons why
the cyclical economic deviations occurred when there was a doctrine which
claimed that the free market automatically solved such problems by the
automatism of supply and demand. It is true that the market automatically
solves a part of such problems; however, another part of them requires
the intervention of state institutions. That is because there are autonomous
economic areas in the world which are limited by national boundaries. In
13
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each of these economic spaces a legal and economic regime is established
and therefore they are not homogeneous, compatible, or solid. Economic
regimes vary in different countries with regard to production technologies,
market size, consumption, imports and exports, debt, degree of economic
development, taxation, and other burdens. Therefore, in terms of international
economic relations, various problems and deviations exist.
The first issue that arises in such an economic constellation is
conceptually identifying precisely the source which generated this
economic life and its problems. The second issue is how the micro- and
macro-economic spheres are causally and consequentially connected. The
task of the research was to create the answers to these questions. It answers
the following:
• Where is the source of generating economic activity and creation
of economic fruits?
• Which principles generate the economic activity and the
emergence of economic fruits?
• How are the micro- and macro-economic spheres within the
economic space organically linked?
• What are the possible results of the association of micro- and
macro-economic spheres in this economic space?
• What is the role of the economic policy in generating economic
activities in this space?
Disciplines which today operate in the creation and transfer of economic
knowledge do not give the exact answers to these questions. Within the
micro-sphere they are dealing with the organization and rationalization of
different economic processes. The macro-economic sphere is organically
separated from the micro-economic sphere. The former studies the structure
and dynamics of economic aggregates in the economic area. The organic
disconnection between these two spheres is why the generation of economic
deviations cannot be followed exactly. The hypothesis of this study was
to prove the unity of these two spheres and thus show the creation of
opportunities to prevent or eliminate the economic deviations. This study has
several objectives. The first is to explain the regularity of the economic duals
which generate and multiply economic life. The second is to show the main
factors which participate in the economic life of the country and their roles.
The third (based on the first and second parts) is to generate a conceptual basis
for the optimum of the economic success of the state. This third part shows
and explains how this optimum can be introduced into the actual economic
life of the country through policy.
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Exposition of the Theme
In this work the author, for the first time, deals with the concept of economic
micro-duals as a synthesis of two economic functions. First, as the production
of material goods and services, and second, as payments for the components
included in the production of these material products and services. The work
is divided into three conceptual parts in which the three previously defined
objectives can be realized.
Part One has four chapters. Chapter 1 deals with the concepts of economic
micro-duals, economic space, economic dualism, the multiplication of
economic micro-duals, and economic macro-duals. Chapter 2 deals with the
properties of the economic micro-duals through the analysis of the complexity
of the economic core, the ability to transform the economic core into an
economic satellite, the ability to transform the economic satellite into an
economic core, and the duration and size of the fruits in economic satellites.
Chapter 3 deals with deviations that may occur in the economic microdualism in the form of financial insolvency, financial debt, and coverage of
imports by exports. Chapter 4 analyzes problems that may arise in economic
micro-dualism in the form of the population structure, differences in the
economic development, and privatization.
Part Two has six chapters. In Chapter 5 the conditions for creating the
economic cores are analyzed through the analysis of the population, natural
areas and water, built space, locations, materials/technology/energy, roads,
markets, and financial resources. Chapter 6 deals with the economics of
projects to create economic cores. There are thirteen types of projects with
regard to the types of resources. Chapter 7 deals with ten opportunities to create
the development of economic cores. Chapter 8 includes the rationalization
process for the creation of economic cores by shaping industrial zones. In
Chapter 9 the rationalization possibilities of the creation of the economic
cores by the selection of the best combinations of resources are analyzed.
Chapter 10 shows the possibility of accelerating the creation of economic
cores on a single concrete example.
Part Three has twelve chapters. Chapter 11 deals with optimization by
economic micro-duals through the assumptions and conditions for forming
the models (A, B, and C), selection of the optimal model, testing the chosen
model, determining the economic effects of the optimal model, the analysis
of the rationalization of the economics of the state, and the growth rate of the
social product. Chapter 12 presents the results of the application of economic
duals. In Chapter 13 a general framework for the economics of the country is
given. Chapter 14 shows a function of politics in the service of the economy of
the state through the support of research of the major markets, the support of
15
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the development of production technologies, legal regulation of a single term
of payment, legal regulation of supplying business credits by the companies,
balancing the economic relations among countries, regulation of the state
enterprises, and the measuring of the economic success of the state. Chapter
15 gives a demonstration of the application of the principles of economic
micro-duals in Croatia and the USA, the relationship between economic
strength and standard deviations is explained, and the indicators for measuring
the stability of the country’s economics are calculated. Chapter 16 gives an
overview of the regularity of economic duals and the facts that emerge from
this regularity. Chapter 17 shows the sources of damage to the economics of
the state that arise from the negative multiplication of the economic duals,
an excessive share of economic satellites of consumption, and unregulated
payment. Chapter 18 shows the function of diversified money in interstate
commerce. Chapter 19 gives a view of the useful effects of the application
of the principles of economic micro-duals through the provision of economic
fruits, the multiplication and acceleration of economic activities, elimination
of disadvantageous imports, diversification of money, control of economic
policy, and avoidance of economic deviations. Chapter 20 shows the optimal
economic policy of the state through the production of material products,
the economic activation of natural resources, the establishing of a balance of
economic satellites, elimination of the generator of economic deviations, the
stimulation of economic research, elimination of the deviations in interstate
temporal trade, and the application of the principle of the optimum economics.
Chapter 21 shows errors in the state’s economic policy in collecting economic
fruits, temporal interstate trading, indebtedness of the state budget, programs of
political parties, and the exchange rate in interstate trade. Chapter 22 provides
a general overview of the economic space, systems, and intervention through
descriptions of the economic system, of the problem of the ideal economic
system, and the problem of the real economic system. Chapter 23 offers a
short recapitulation of the theme of the research.

Research Methods
To get relevant results, several research methods were used. There are
applied: the methods of analysis and synthesis; methods of generalization
and specialization; induction and deduction; and the method of modeling.
These methods are most appropriate for economic research. The reason for
this is that the property of economic activities is a large variability, constantly
struggling to maximize economic fruits. Therefore, this research is of such a
nature that it is not possible to apply experimental methods. For this reason,
that disadvantage is compensated with the presentation of several practical
16
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examples. To give a form to the conclusions, the most used method is modeling.
This is a research method that creates hypothetical situations of some systems
of facts for which the results can be determined by computation. By comparing
the results of several such models, the data is obtained on the basis of which
the model is found to have the best results. This model is additionally tested
to determine whether or not it is optimal in changeable conditions. It is a
form of simulation of a hypothetically-constructed situation. These are not
real situations, but conceptual, assumed, and virtual. By this criterion the
modeling method differs from the method of experimentation. The modeling
method is many times cheaper and faster. This is a laboratory of data about
foreseeable facts and not about real facts. This method is somewhat more
general and less precise than the experiment, because it does not contain all
the practical details and unforeseeable obstacles.

The Actuality of the Theme
The theme of this research is very actual because in the years 2008, 2009,
and 2010 there was an economic recession and crisis in developed countries.
The states will not be able to simply get out of this situation because in
economically developed countries the reasons lie in the secondary deviation,
while in less developed countries the reasons lie in their primary and secondary
deviations. These are two different economic conditions. The reaction of some
countries shows that they do not see the solutions in a conceptually unique
and appropriate way, so they will find the way out less easily, and unfavorable
conditions will last longer. All states generally resort to consumer credits, and
this is partly a conceptual error. After a careful reading of this work, it will be
quickly realized where the deviations of such a policy are. This will probably
be more accurately observed in the USA, where this deviation started. If the
USA had full insight into the situation of their economic duals, they could
have prevented this economic deviation which caused the loss of several
trillion dollars and has left millions of people out of work. The consequences
of this deviation will last many years. In its resolution, so far only the effect
of mitigation through state consumer credits has been achieved. After this
phase of economic deviations, the second stage follows in the form of a large
increase in public and government debt and a long-term severe economic
depression in developed countries. Details of this are described below.

Previous Studies
During the twentieth century a number of prominent economic researchers
were dealing with conceptual economic problems. Some of the most
17
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important were J.M. Keynes, L. Walras, L. Robbins, A. Marshall, V. Pareto,
R.F. Harrod, J.A. Schumpeter, and others. They dealt with problems related
to economic balance, the economics of prosperity, the theory of economic
growth, market theory, the theories of economic stagnation, economic
planning, underdevelopment, and general problems of world economy. Also,
two Nobel Laureates in Economics who have studied modern economic
problems on a global level should not be forgotten, namely P.A. Samuelson,
a professor at the Massachusetts Institute of Technology, and P.R. Krugman,
a professor at Princeton University.

The Purpose of the Research
This research was conducted with the intention of pointing to the importance
of the economics for the state, because it is a complex system that includes
politicians of all levels of the government, a large part of the state administrative
apparatus, business people, and households. Upon entering election
campaigns, the candidates are involved in drawing up electoral programs,
the main part of which also deals with problems in economic policy. For this
reason the economic premises of this study are shown as simply as possible
and should be useful to those who are not professional economists but are
forced to make economic decisions. It is believed that no one could be a good
politician if he has not a basic economic knowledge. This is because one can
often hear economic views from politicians that are completely outside the
context of economic laws. The emphasis in this research is placed on the
economic performance of the state because success is the basis of economic
prosperity and of the existence of its citizens. Economic progress is the creation
of new resources to the citizenry in the form of better quality material goods
and services. These resources are the wealth of the citizens and are backing
the standard of living, education, health, work, and care in old age. The main
feature of economic progress is its development and growth. The development
requires a long duration of its preparatory phase and the gradual growth of
its effects. From this follows that the steps in the economic progress being
made will begin to show results after a certain time lag. If someone carries
out some very valuable work, then he gives a large contribution to economic
progress, but if he does work of low value he gives a low contribution. This
is as true for the economy as it is for households, communities, and the entire
state. Those who produce technological knowledge, create new products,
and those that produce complex modern technological equipment generate
higher levels of income. Those who produce simple consumer goods with
old technologies and services will generate low levels of income and will be
condemned to economically stay behind. High quality financial products and
18
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services require high technological and economic knowledge and therefore
these factors are the key to progress. The purpose of this research is to acquire
a certain quantity of new economic knowledge. In today’s marketplace, there
are pitfalls for the economics of individual countries, so this research can be
useful in making every country and its inhabitants economically and socially
secure and stable.

Basis for the Research
In this study various data is used as a basis. Most of them are related to
Croatia. The reason for this is that Croatia is the birthplace of the author,
so it is most practical and the easiest place to access the data and prove the
general economic facts. After the data for Croatia, most is related to the USA
because the USA is the most developed economic area in the world. Now
the situation is such that whatever happens economically in the USA has
a reflection on the economy of the rest of the world. To illustrate some of
these facts, concrete examples are used. They are individually listed in the
text. Conclusions are made based on many premises. A smaller portion of
data related to Croatia is not a characteristic of the USA, but in general it is
characteristic of all the states that emerged from the former “Eastern Bloc”
that copied that economic system.
The theme of the economic success of the state is general and applies
to all states. This applies to the role of economic policy in the economics
of the state, optimizing the economics of the country, and the application
of economic duals and diversified money in the economy of the state. This
is particularly relevant because it was found that the principle of economic
duals is an economic regularity and that diversified money is a useful means
of rationalizing economic duals. The benefits of applying these principles
in the economic policy of each country are far- reaching, because they can
contribute to the fight against world economic deviations which are causing
enormous damages.
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PART ONE

1
Economic Duals

The basic unit of economic activity is an economic micro-dual. This is the
association of economic operations which occur in a limited and regulated
economic space. It consists of two reciprocal conditioned and connected
components. The first is the economic core and the second is the economic
satellite. The economic core is the creation of material products or services
to be offered in the market, and the economic satellites are the payments in
money for elements spent in the process of creating the material products or
services. These two operations occur in the same economic space.

1.1 The Economic Space
The concept of economic duals is related to the economic space. When
we say economic space we are thinking the state, union of states, and state
sovereignty (French: souveraineté), which means control over the territory
and the independence of such control in relation to external influences or
aspirations. Economic space has the property of economic sovereignty.
Its features include boundaries, economic power, economic law, legal and
economic regime, money, taxes, contributions, marketplace, and customs.
This space is largely independent of outside influences. In the economic
area, economic activity takes place according to the laws that apply only to
this area by using its own money according to the procedures prescribed by
the government. In this region, taxes, contributions, and customs duties for
maintaining economic sovereignty are paid. Economic space, by its nature,
can be more or less consistent with or similar to other economic areas.
Economic space has its own internal and external security. This space is
gravitationally linked with other spaces. Major world economic spaces are
the USA, China, India, and Russia. A large emerging economic space is the
European Union. This space has no structural cohesion yet, like other historic
areas which have already been formed as economic areas.
23
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1.2

The Economic Dualism

Creating material products or services has its own technology in which
various material and non-material elements are used. These are technological
facilities, various materials, energy, various services, human labor, and
the infrastructure of the unique legal and economic space. The creation of
material products or services as a whole as well as its result (products) are
called the economic core. The payment of material and non-material elements
are called the economic satellites. This is an economic duality or dualism.
The economic core and the economic satellites are in a constantly alternating
process. Upon the completion of one economic dual, its economic core
emerges in the market and a whole or a part of it becomes an economic satellite
in some other economic duals. Economic satellites are also transformed into
some new economic cores. In this way, the existing economic duals are
extinguished and from them new are born. This is partly the principle of the
mythological bird, “Phoenix.” Thereby the economic activities end and are
reborn. Each economic duality has its own “lifetime” or duration.

1.3 The Concept of Economic Duals
The economic dual is a concept which has emerged by means of the synthesis
of two inter-conditioned and related economic functions. Its functions
existed within human society for thousands of years, but showed their true
significance only after the establishment of universal money in its present
form. The concept of the economic dual can be classified for its later use in
analyzing and assessing the success of economic entities or states. This is
done by the general scheme of classifying terms according to its features.
Economic duals have two higher genera, four lower genera, twelve species,
and thirty-six lower species.
Scheme 1. Characteristics for the classification of economic duals
Economic duals
Economic micro-duals
Economic macro-duals
- Economic micro-duals in the
- Economic macro-duals in the
production of material products
production of material products
- Economic micro-duals- in the
- Economic macro-duals in the
production of services
production of services
- Economic micro-duals with a
- Economic macro-duals with a
duration up to 40 days
duration up to 40 days
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