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Analysis of the Spillover Effects on the Offshore Fishery of
the Fluctuations in the Crude oil Prices

Kim, Hyun Yong - Kang, Yeun Sil

Abstract

The study, using the input-output analysis of 402 industrial sectors by
Bank of Korea(BOK) and the resulting outcomes of price model, aims to
evaluate the spillover effects the international fluctuations in crude oil prices
have on the commodities prices and consequently, analyse the management
and profitability of the offshore fisheries in Korea. At present, the fishermen
are provided with tax-free oils for their fishing operations as specified under
the Special Tax Treatment Control Law. However, the exhaustion of marine
resources and new international fisheries agreements, which resulted in the
loss of fishing grounds, made the stable catch even more unpredictable and
the hike in the price of the international crude oil would have adverse effects
on the fishing industry.

The study revealed that the increasing rise in the price of crude oil would
exert sweeping spillover effects on other industry sectors in general and
accordingly, lead to a poorer performance by fisheries. The price spillover
coefficients for the diesel o0il was 0.6026, which would translate into the
42.6% increase in the prices of oil when the increase ratio of 73.3% for the
base crude oil was applied based on the calculation methods employed in the
study. This in turn increased the ratio of diesel oil required in the offshore
fisheries from 23.3% to 16.6%, diminishing the ratio of current net profits to
minus 2.0% from 4.2% otherwise. By fishing type, the Pair Trawl suffered
current net profits loss most by ratio of minus 9.4% and other fisheries such
as Coastal Stow Nets, Coastal Angling, Danish Sein also suffered ratio of 7%
and more in the loss of current net profits.

With the deteriorating fishing performance, coupled with the increasing
international crude oil prices, it is urgently required that the authorities

concerned deliberate in depth on such schemes as follows in efforts to secure
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stable fishing production. First, provision of large-scale storage facilities for
oil is needed to timely adapt to the fluctuations in international crude oil
prices. Secondly, in line with the stabilization of tax-free oil prices, duty
levied on oils for fishing and tax collected from the refineries need to be
tax-exempt. Thirdly, the beneficiaries from the provision of tax-free oil should
be broadened, not limited to special fishing operation only. Fourth,
investment in stabilization of the oil prices should be encouraged, possibly

through funding from the formation of fisheries development funds underway.

_39_



