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An analysis for the recovery of individual agents to overcome intergenerational
damages from natural disasters
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In this study, we conducted a quantitative analysis on two subjects; 1. the
damages to the earning abilities of individual economic agents due to disaster experience; and 2.
how the damages to the earning abilities of individual economic agents are aggregated to the
macroeconomic level. As a result, we were unable to identify a clear and significant reduction
regarding 1. However, regarding point 2, we found that when the production capacity of individual
economic agents, particularly the TFP component, is aggregated, it appears in the form of a
geometric mean rather than an arithmetic mean. It should be noted that this aggregation was
previously considered impossible (the Cambridge-Cambridge controversy), but the findings of this
study demonstrate that aggregation is possible even in economies that include either homogeneous or
heterogeneous capital.
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