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FINANCIAL PROCUREMENT FOR DISASTER RECOVERY AND
LIQUIDITY CONSTRAINTS

Kiyoshi KOBAYASHI, Katsumi WAKIGAWA, Masamitsu ONISHI, Hiroyuki ITOH, and Hiroki

SEKIKAWA

In this paper, it is investigated how the households sacrificed by the 2004 October flood in Toyooka City
have procured the necessary liquidity for the recovery of their damaged assets. The necessary and available
amounts of the liquidity for the recovery are simultaneously estimated by use of the sample selection model
with the short-side principles to evaluate the shortage in the liquidity procured. As the results of our case
study, it becomes clear that many households are faces with the liquidity constraints, which prevent them
from setting up the sufficient money for their recovery. The shortage of the liquidity may cause the delay
of the recovery processes and ended up with the long-run welfare loss of the households.
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