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Deflation
When the overall price level decreases so that inflation rate becomes negative, it is called 

deflation. Deflation is a decrease in the general price level of goods and services.Thus, more goods 

and services can be purchased for the same amount of money.

 Deflation technically occurs when inflation rates dip below 0 percent. When inflation rates drop 

but they are still above zero, disinflation – not deflation – occurs.

Inflation is measured by a central government authority, which is in charge of adopting measures to 

ensure the smooth running of the economy. In India, the Ministry of Statistics and Programme 

Implementation measures inflation.

Measured as - %Annual Decrease

Measured by - CPI
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Deflation
Causes-

● reduction in money supply or credit availability

●  fall in aggregate demand 

● Monetary Policy - say increase interest rate

● Fall in wage rates

● High exchange rate - Import price fall.

● etc….
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Deflation

Think ???...

● Meaning
● Example 
● Measured by?
● Causes
● Effects
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