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Consumer price index satisfying circularity test
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I examine the price and quantity indices satisfying circularity axiom
through the axiomatic and economic approaches. First, 1 specify the conditions of the underlying
technology and the technological change where many indices satisfy circularity axiom. Second, |
introduce several (hypothetical and empirical) examples illustrating the measurement problems
associated with four proper indices, which satisfy circularity axiom. Finally, | propose alternative

price and quantity indicator, which aggregate price and quantity difference across products and

show they are economically justified. These reasonable indicators are easily transformable into
price and quantity index that satisfy circularity axiom.
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