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welfare effects because of their small agricultural sectors and their high dependence on 
imports for agricultural supply. 

Figure 2: Decomposition of Welfare Impacts, 2080  
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The pattern of changes in production factor gains and losses is specific to each country. In 
general, following negative agricultural productivity shocks, the average return to agricultural 
factors of production would rise relative to non-agricultural production factors, because of the 
inelastic demand of agricultural products. This is evident from the smaller wage decline 
received by unskilled labor than skilled labor, and the rising rate of return to agricultural land 
in most Southeast Asian countries. Singapore and Thailand are two exceptions with 
declining rates of return to land, mainly due to their high use of intermediate crop inputs in 
their crop production.  

The impact on agricultural and food production and trade is shown for each Southeast Asian 
country in Table 5. All countries would see output losses in all crops sectors, except for rice 
production in Malaysia. Livestock output would increase in Thailand and Singapore, partly 
because declining land returns in the crops sectors would lead to the conversion of some 
arable lands to pastures. The production of the processed food sector would expand in 
Malaysia and Singapore, reflecting their relatively higher efficiency in the use of crop inputs 
in production.  


