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3. THE NEWEST METHODS 

OF INTEGRAL ECONOMICS 
 

Qualification of any professional depends on ability to apply one 

or the other method. As a known worldwide physiologist I.P. Pavlov 

underlined, a "method is a first, basic thing. All seriousness of 

research depends on the method of action." [Павлов И.П. 196, p. 16].  

There are three absolutely new methods offered in this book: 1) 

method of balances of indexes-indicators (tables 6.1, 7.1 and 8.1); 

method of the integral systems (chapter 5); method of pyramids of life 

of a human being (fig. 1). 

Term "method" originates from the ancient Greek word 

"method" (ΜΕΘΟ∆ΟΣ) which is a "way of cognition". Presently a 

term a "method" means a set of facilities and research methods. 

There are three the most widespread methods - balance, index 

and correlation and regression method in an integral economics. 

However all three methods need improvement. A balance method is 

used in accounting, in finances and management for forming and 

application of enormous great number of balances: accounting 

balances of companys (companies), organizations and establishments, 

balances of budgets of the countries, regions and cities, balances of 

world SNA of UN, and also enormous great number of all other 

balances in the monetary, natural and conditional items of measuring. 

However further development of balance method is far of 

being completed. We would like to notice the fact that every final 

index (Y) consists of sum of the separate component parts: 
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Therefore every total, effective score has the balance of factor 

indexes (Xi). Obviously, that at such structure of total scores the great 

number of major indexes of integral economics wait for development 

and use as the balances yet. Some of such new balances are balances 

of indicators, which are offered in this writing (tables 6.1, 7.1 and 

8.1). 

Other major method of integral economics is the index method. 

The Latin word "index" means a "pointer". Every index (Ixi) is a ratio 

of current level of index (Y1) toward a base, i.e. to the base of 

comparison (to Y0) : 

0
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ix .                                                 (3.2) 

Thus, the index method is a method of comparison. It is known 

that everything is cognized in comparison. In this connection the 

index method is enormously important for cognition of integral 

economics. Therefore the application of indexes is giant. There are the 

indexes of all types of economic and social activities. 

The use of indexes in an integral economics began in deep 

antiquity. The price indexes, money, quantity of population, amount 

of lands, cattle etc were used five thousand years ago in Ancient 

Egypt [Ковалевский, 1989, p.12]. 

At the present time summarizing aggregative and identical to 

them weighted averages indexes-indicators are widely used. These 

indicators with base fixed values are named “Laspeyres indexes”, and 

with current fixed values – “Paasche indexes”. It is still considered, 

that, supposedly, these indexes were first time published by E. 

Laspeyres (1834-1913) in 1871 [Laspeyres, 1871, p. 296-314] and H. 

Paasche (1851-1925) in 1874 year [Paasche, 1874, p. 168-178]. But 

we have found, that long before mentioned scientists, as far back as in 
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1609 year outstanding British economist, “strategist of trade” Thomas 

Mun in his pamphlet (1571-1641) “Discourse to trade with East 

Indies…” (1609 ) [Mun, 1609] first time published aggregative 

indexes of prices with report fixed values. In 1807 year German 

financier Theodor Wurst (1762-1831) in his writing “Discourse to 

some problems of legislation, finance and commerce in Russian 

Empire” (Table 7) ( 1807 ) [Вирст, 1807, p. 74-75, 192-193] first time 

published aggregative indexes of prices with bases fixed values.  

Based on above mentioned facts, it is rational to restore 

historical validity: taking into account time of publications, 

should, instead of “Paasche indexes” use the term “Mun index” 

and instead of “Laspeyres indexes” use the term “Wurst index” 

(for details look our writings: [Ковалевский, 1989, pp.12- 21]; 

[Ковалевский, 2005, pp. 62-64]. 

About the construction of indexes-indicators the enormous great 

number of works is published in the different countries of the world. 

Until now the best works in this area are fundamental works of the 

American scientists of Correa М. Walsh (1862-1935) [Walsh, 1901] 

and Irving Fisher (1867-1947) [Fisher, 1967]. 

Until now every index is calculated on the separate formula. 

However there is a common concept of "index". Obviously, the 

general formula of indexes must correspond with this general concept. 

The general formula of indexes was offered by us 

[Ковалевский, 1986, p. 27] in 1986: 
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This formula is simple. There is a general index 
ixΙΙΙΙ ; )( iΧΧΧΧ  

value of this index in a current period and i0ΧΧΧΧ  - in a base period (for 

example, current and base prices in general price index). Just like this 

it is accepted to calculate all indexes (1). 

In an integral economics the real values of all indexes relate 

either to the current period ("1") or to the base ("о"). No other periods 

of time, intermediate or artificial calculation values exist in the real 

economy. Therefore and in the general formula of indexes (3) it must 

not be. One value is fixed in a numerator and denominator at current 

level )m(
k

k∏∏∏∏
====

l

1
1 , and other values at base level∏∏∏∏

====

z

f
fm

1
0 in this 

formula. That is all general formula of indexes (3.3). 

Now is there is a question: which values in this formula should 

be fixed at current level, and which at base level? It would seem all 

values should better be fixed at unchanging base level. However an 

index the current changed values )m(
k

k∏∏∏∏
====

l

1
1 which form the 

denominators of current index able values of i1ΧΧΧΧ can distort. 

Therefore in a numerator and denominator of general formula of 

indexes (3) all values which form the denominators of index able 

values i1ΧΧΧΧ and which can distort an index, if not to shorten them 

with the current fixed values, id est with )m(
k

k∏∏∏∏
====

l

1
1 fixed at current 

level )m(
k

k∏∏∏∏
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1
1 , and all other values - at base level ∏∏∏∏
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detailed see our works: [Ковалевский, 1986, pp.20- 28]; 

[Ковалевский, 1986, pp. 49-51]. 
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Thus, for the use of general formula of indexes (3) all indexes 

(factors) which form the denominators of index able values 

)m(
k

k∏∏∏∏
====

l

1
1 undertake at current level, and all other ∏∏∏∏

====

z

f
fm

1
0  - on a 

base. 

If index able values do not have denominators, then all km1  are 

equal to one )m(
k

k∏∏∏∏
====

====
l

1
1 1 . “One” means that indexed value and its 

general index do not depend on these factors. If any index is equal to 

one or 100%, then it means that the index did not change. 

The new formula of indexes (3.3) allows easily and quickly to 

calculate almost all indexes (except the indexes of cost of bonds, 

psychological indexes and other specific indexes). For example, there 

is the following data of a company (table 3.1). 

Table 3.1. The initial data of an company for determination 

of three indexes of the sold commodities, prices and profit from 

realization of goods. 
Amounts of the sold goods 

 (the products) 

Prices for a unit of goods, 

 euro 

Goods 

(products) 

Basis year Current year Basis year Current year 

A (units) 5000 5500 2000 2116 

B (t) 10000 12000 1000 1100 
 

We define the general index of amounts of the sold commodities 

)( qΙΙΙΙ  and general price of the sold goods )( pΙΙΙΙ . Earlier each of 

these two indexes was calculated on the separate formula. Presently 

both these the index can be calculated with one general formula of 

indexes (3.3). We put all necessary values in this formula. In the index 

of amounts index able values are amounts of goods. Therefore 
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i1ΧΧΧΧ are 5500 units and 12000 t., and i0ΧΧΧΧ are 5000 units and 

10000 t. As there are not denominators in the amounts of goods (for 

example, in 5000 or 5500 units of the sold products), then in the 

general formula of indexes (3.3) denominators )m(
k

k∏∏∏∏
====

l

1
1 are 

skipped, id est. all 11 ====km . Instead of ∏∏∏∏
====

z

f
fm

1
0 let's put base 

prices for the last year - 2000 and 1000 Euros. As a result we get the 

index of amounts of goods (or physical volume of products), which is 

very widely used in all countries of the world: 

 
An index shows that the amount of the sold goods in a current 

year as compared to a base increased on 15%. We define now how 

prices on the sold goods changed. That is why we calculate a general 

price index. Indexed values are current and prices are the base in price 

index. Therefore i1ΧΧΧΧ are current prices (2116 and 1100 Euros), and 

i0ΧΧΧΧ are base prices (2000 and 1000 Euros). Prices, unlike the 

amounts of goods, are counted on one unit of goods; and amounts of 

commodities are their "denominators" (for example a price in 2000 

Euros is counted on one unit of products "А", on 1 unit, price in 1000 

Euros - on one ton of products "В"). Therefore in a general index of 

price, the amount of goods, which form the denominators of indexed 



 

 33  

values, are taken at current level, id est. ∏∏∏∏
====

l

1
1

k
km are the current 

amounts of goods (5000 units and 12000 t).A value ∏∏∏∏
====

z

f
fm

1
0 in a price 

index is not present, since these are only two, but not three or greater 

number of factors. These two factors of index model are the amounts 

of goods and their price. Multiplication of amounts of goods and their 

prices forms the two factor model of index of profit from realization 

of goods (the products). As a result we get a price index which is 

widely used in the economies of all countries of the world: 

 
A price index shows that the prices of the sold goods in a current 

year after comparing to the last year rose on 8%. Let's notice that price 

of (I p) and index of amounts of goods of (I q) are calculated with the 

same general formula of indexes (3.3). 

The index of profit from realization of goods (I q) is determined 

by the simple division of current revenue from the sale of goods on a 

base profit: 
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124,2%или1,242,
млн.евро20

млн.евро24,838 ========QΙ  

The index of profit shows that the cost of the sold products of an 

organization increased for a year on 24, 2%. All three indexes form 

the system of indexes-factors: 

Qpq ΙΙΙΙΙΙΙΙΙΙΙΙ ====×××× , or 1,15 × 1,08 = 1,242. 

Presently indexes of amounts of goods and services, their prices 

and cost of the sold commodities (products) are calculated for all 

countries, regions, companys, companies, organizations, for the 

different groups of population, "typical families", "standard" 

customers etc. 

Indexes allow defining influence of major factors on total result 

scores. For example, let's define from data of table. 3.1 influence of 

two major factors of commercial success - growth of amount of the 

sold commodities (q) and dynamics of their prices (р) on a profit from 

realization of goods of an company. For determination of influence of 

these factors it is enough from the numerators of corresponding 

indexes to subtract their denominators:  

a 1) index of amounts )( qΙΙΙΙ shows that due to the growth of 

amounts of the sold commodities the profit of an company increased 

on a 23-20 = 3 million euro; 

2) a price )( pΙΙΙΙ index shows that due to a price advance the 

profit of an company increased on: 24,838 - 23 = 1,838 m. euro. 

On the whole, due to two factors the profit of an company 

increased on: 3+1,838 = 4,838 m. euros, that fully corresponds to its 

actual increase: 24,838 - 20 = 4,838 m. euro. 

The general formula of indexes (3.3) can be used not only for the 

two-three factors of index model but also for multivariable 

mln. euro 

mln. euro 
or 
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calculations (for the amount of factors more than three). Now there is 

no necessity to use the enormous amount of intermediate formulas 

for every index. However until now from 1986, in spite of series of 

publications, the basic formula of indexes remains terra incognita 

("Earth unknown") even in the special literature. 

Another important method of integral economics is correlation 

and regression method. In practice in a multivariable correlation and 

regression analysis use simple and reliable linear equation of 

regression: 

0 1 1 2 2 n n
€Y a a X a X ... a X= + + + + ,              (4) 

Where Ŷ is a result, functional index (dependency variable); х1, 

x2, xn are factor indexes, factors which determine the value of result 

index (independent variables); а0, а1, а2, are parameters of regressive 

equation, which are usually defined with the method of the least 

squares. 

In addition to these three described methods in an integral 

economics the next methods are most often used: 1) graphic methods; 

2) methods of expert evaluations, 3) methods of dispersible, factor and 

component analysis; 4) matrix methods; 5) methods of rows of 

dynamics; 6) methods of programming; 7) methods of fundamental 

and technical analysis of financial information; 8) the cost-output 

method of a Nobel prize laureate in integral economics, 1973, 

Leontief, W.W.(1906-1999) [Leontief, 1941], 9) methods of 

econometric analysis of  economics; 10) 11) the methods of 

econometric analysis (the analysis method, which is based on a 

forecasting model LSEM of a Nobel prize laureate in economics 

Klein, L.R. [Klein, 1985]; 11) the methods of financial data analysis 

which are based on models ARCH of  Nobel prize laureates, 2003, 
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Engle, and R.F. Granger, C.W. ( 1987 ) and other methods of 

econometric analysis [Engle and Granger, 1987]; cliometric methods 

of analysis of economic history of Nobel laureates on the economics 

of Robert Fogel [Fogel, 1964] and Douglas North [North and 

Thomas,1981]; 13) the methods of computer virtual experimental 

economy analysis (the methods of virtual models analysis of a Nobel 

prize laureate in economics, 2002, Smith, V.L. [Smith, 1982]; 14) 

methods of rational expectations of people of Nobel on an economics 

laureate Robert Lucas [Lukas, 1990]; 15) methods of effective 

economic and social policy of Nobel on an economics laureate Paul 

Krugman [Krugman, 2003], and also great number of other methods 

of research of  economics. 

The problem of not isolated, but the system, complex use of 

methods of economics becomes the most important last time. 

Particularly, the use of all methods of economics which are needed 

for the decision making to solve one or another problem in the 
single "integral" system (4.1) appeared very effective. Each of 

methods of economics, analysing factors, phenomena and processes in 

the application domain, mutually complements the other ones. The 

major problems of economics appear investigated much deeper, 

comprehensively and effectively, than it was earlier. 

The new methods of research of integral economics and life of a 

human being are very rarely offered presently. Therefore new integral 

systems (4.1), new integral indexes (3.3) and new balances of 

indicators (tables 6.1, 7.1 and 8.1) create fundamentally new 

possibilities for the increase of efficiency of an economy and quality 

of life of a human being. 


