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Abstract:

This research study aims to analyze the effect of FTA on shrimp market in Korea. Korea has been actively engaged in the
World trade, especially after signing FTAs. While expecting efficient allocation of resources and economic development,
it has become harder to predict the certainty of price changes. Among the industries, shrimp has been the most traded
marine product and impacts greatly not only in fishery industries but also in consumers’ needs. This study reveals how
three most representative FTAs affects the price level of shrimps, and thus the overall shrimp market in Korea.
Connecting the research of the relationship between FTA and price fluctuation and the consumer trends, this study
provides the reciprocal relationship of the elements. The research clearly shows that after settling the FTAs, the price
level decreases and eventually leads to increase in demand, as the results of change in shrimp sales in the largest
wholesale mart in Korea and change in shrimp import amount shows. This study concludes that FTA has a positive effect
on shrimp market in Korea, increasing the supply and demand of shrimps and enlarging the market itself.
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1. Introduction

Resource-poor Korea has recently grown into one of the most aggressive countries to sign FTAs in the world and
continues to sign FTAs with many countries. This series of efforts is not just a phenomenon for Korea, but as demonstrated
by the signing of the Trans-Pacific Partnership (TPP), which involve 12 countries as of 2015, countries around the world
are actively engaged in efforts to forge regional trade more broadly. While we expect positive functions such as economic
development and improvement of living standards that will result in efficient allocation of resources through market
opening, we expect that price changes will become even more severe in each industry, especially in agriculture, forestry
and fisheries, which are the primary industries. In order to provide information that can predict and reduce uncertainty of
price changes in these primary industries, there has been a lot of research on volatility of agricultural and livestock
products, and although the FTA has been a subject of interest, the research on the price changes of shrimp has been
relatively insufficient. So, the study of the effect of FTA on shrimp market seems needed. Shrimp is the largest trading
volume among marine products. Korea is also seeing an increase in imports as more FTAs are being signed. In 2014,
Korea's total annual supply of shrimp stood at 90,000 tons, about 60 percent of which is imports. Korea is also directly
affected by a drop-in production in major shrimp producers, as is the case with changes in the global market. With such an
increase in the FTA, Korea, which relies on imports, is heavily influenced by the global market, so the value of research on
unpredictable shrimp price changes is beyond question.
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Thus, it is meaningful in that the research on how FTA affects the price changes of shrimp provides information
that can predict and reduce uncertainty about the price changes of the most traded marine products. This paper selected
China, Vietnam and Thailand, where the most active trade related to the import and export of shrimp is being carried out
in Korea.

To find out how the FTA affects Korea's shrimp market, we will first look at price changes since the FTA was
signed. Since the trend that consumers feel about a product itself has nothing to do with FTA, we believe that whether to
sign an FTA or not will not affect what consumers feel about shrimp. However, the FTA will affect supply and eventually
lead to price changes and then demand. After checking the price changes, we will check the consumer's trend with that
price. We will examine the size of the market that has changed since the FTA, sales (created profits), and prospects of the
market, to see whether the shrimp market has had a positive impact on consumers after FTA.

2. Relationship between FTA and Price Fluctuation

2.1. Vietnam FTA

Vietnam is one of the world's top five shrimp exporters, with shrimp accounting for the largest portion at 44
percent of Vietnam's fisheries exports. The vast expanse of beaches, lagoon, straits and thousands of large and small
islands are ecologically favorable to shrimp farming, resulting in some 350 shrimp processing plants there alone,
producing a total of 1.4 million tons of shrimp per year. In 2012 August 6th, VKFTA (Vietnam-Korea Free Trade Agreement)
was signed and the two countries started to trade in earnest. In 2017, it is recorded that 53% of the imported shrimps in
Korea was from Vietnam. This is the highest rate Korea has ever imported shrimps and clearly shows that the Vietnam
FTA had mass effect in Korea’s shrimp market. Currently, Korea is the fourth-largest buyer of Vietnam's fishery products,
while Vietnam is the third-largest supplier of fishery products to the country. "Vietham's fisheries companies have a lot of
experience meeting the demanding market needs of Japan, and the U.S.," said Chu Tang Tung, an official at the Vietnamese
Embassy. "I'm sure Vietnamese fishery products will satisfy Korean consumers' desire to find reliable overseas fishery
products,” and predicted that Korean demand for Vietnamese fishery products will grow further in the future.
There have been positive effect between Korea and Vietnam after signing the FTA, let’s now look at the price fluctuation.
The most representative imported shrimp from Vietnam is the King Black Tiger Shrimp. The price change of this shrimp
will show the overall trend of the price change of shrimps from Vietnam. According to the Korea Consumer Price
Commission, the price of King Black Tiger Shrimp was 33,100won(27.983%) in 2014, 32,500won(27.27$) in 2015,
29,700won(25.11%) in 2016, 31,300won(26.463) in 2017, 28,900won(24.433) in 2018, and 24,900won(21.05$) in 2019-
the dollar value is calculated with 2019 June criteria. Although there was a slight increase between 2016 and 2017, the
overall trend can be concluded as decreasing. Thus, the price of the King Black Tiger Shrimp (Vietham shrimp) has
decreased since the VKFTA.
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2.2.China FTA

Chinais the country to produce the most shrimps in the word, producing 354tons in 2014; 46% of the shrimps are
from China. Korea imported 9,853 tons of shrimp from China in 2016, a year after the Korea-China FTA took effect
(December 2015), down 6 percent from the previous year, which is attributed to the rising demand for shrimp in China.
China decided to eliminate tariffs for 20 years, and tariffs in 2016 were applied at 18 percent, down 2 percent from the
base tax rate, but imports fell rather, and import market share stood at 15 percent, down slightly from before it took effect.
The Korea-China FTA will reduce tariffs by an additional 1 percent every year, but it was expected that China will not be
able to export its products to Korea for the time being due to rising demand from China. However, China has been
producing more number of shrimps and have increased its exports to Korea after the FTA. It is apparent that after the
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Korea-China FTA, Korea has been importing less shrimps from China due to internal issues in China. However, China has
increased its shrimp exports in the recent years and larger sum of Chinese shrimps are making their way to Korea. The
most representative shrimp from China is the White-leg Prawn. The price change of this shrimp will show the overall trend
of the price change of shrimps from China. According to the price record of a fish market named ‘shings halemoul’, the
price of White-leg Prawn(1kg) was 22,800won(19.24%$) in 2015, 22,400won(18.90$) in 2016, 21,700won(18.313) in 2017,
19,500won(16.45%) in 2018, and 18,900won(15.953) in 2019. There was only a slight change (decrease in price) between
2015 and 2017. However, it can clearly be seen that the overall trend of the price fluctuation is decreasing because of the
increased imports of shrimps due to the Korea-China FTA.
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2.3. Thailand FTA

Over the past few years, the Thai shrimp industry has confronted many challenges, such as trade barriers,
economic problems in the importing countries, and highly intense competition from low-cost rival countries such as
Taiwan, China and Ecuador. However, there are several positive future trends for Thai shrimp exports. For the last few
decades, the international shrimp trade has grown over 280%. Furthermore, world demand for seafood products as a
healthy protein is expected to increase. Likewise, the threat of mad cow disease and avian bird flu has generated more
demand for Thai shrimp around the world. Thailand is one of the world's major shrimp exporters, with the shrimp
industry's annual exports reaching $2 billion. About 90 percent of Thai shrimp are produced in a form, with the remaining
10 percent being natural. The amount of Green-leg Tiger shrimp exported to Korea during 2016 alone amounts to about
3,298 tons. Thailand is one of the countries to be included in the Korea-ASEAN FTA. While there are other countries
included in the same FTA, Thailand is the country to import the most shrimps to Korea among the ASEAN FTA countries.
Thailand is the 6t in exporting shrimps around the world, making $694.3 million in 2017. This is the amount only in
seawater shrimps, and if freshwater shrimps are added, the dollar value will be even greater. The phenomenal growth of
Thailand’s shrimp export industry has benefited from higher processing capabilities related to capture fishery, established
supporting industries, advancement in aquaculture farming techniques, and sound infrastructure and transport systems to
major export markets. Nevertheless, in order to be more competitive, the Department of Fisheries has emphasized
increased investment in upgrading shrimp processing technologies, creating more value-added products, and improving
international hygiene and quality standards.

The most representative shrimp from Thailand is the Green-leg Tiger shrimp. The price change of this shrimp will
show the overall trend of the price change of shrimps from Thailand. According to the price record of a fish market named
‘shings halemoul’, the price of Green-leg Tiger shrimp(1.3kg) was 42,600won(35.93%) in 2015, 41,700won(35.18%) in
2016, 41,200won(34.75%) in 2017, 38,800won(32.73$) in 2018, and 36,400won(30.70%) in 2019. After the Korea-ASEAN
FTA, we can clearly see that the price has decreased over the years.
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Figure 4

3. Price Fluctuation and Consumer Trends (Overall)

3.1. The Change of Market Size

The results above show us that the FTAs have overall resulted in decreased in shrimp price over the years. We will
now look at how the price fluctuation (decrease in price) have affected the shrimp market, and thus the consumer trends.
The change of market size will show us the effect of FTA on the shrimp market (whether it has a positive effect or negative
effect).

The first data to look at is the change in shrimp sales’ amount in Emart, the largest wholesale mart in Korea.
Because Emart is the biggest wholesale mart, it will be reasonable to look at the record of change and interpret the results.
According to the official record provided from Emart, the shrimp sales was $16.96million in 2013, $21.76million in 2014,
$24.64million in 2015, $28.76million in 2016, and $29.52million in 2017. The records tell us that the sales have increased
during the pass 5Syears between 2013 and 2017.
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The second data to look at is the record of shrimp import amount (in dollar value) in the recent five years.
According to Korea's Custom Office, the shrimp import amount was $3.3616billion in 2014, $3.3037billion in 2015,
$3.4039 in 2016, $3.6927billion in 2017, $3.7011billion in 2018. Although there was a slight decrease in between 2014
and 2015, the overall trend is on the rise.
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4. Prospect of the Future Shrimp Market

According to the Korea Maritime Affairs and Fisheries Development Institute, the World Food and Agriculture
Organization recently estimated that the growth rate of the Korean shrimp market rose 2.3 percent last year from the
previous year in 2019. Korea’s shrimp import continues to increase, and the sales amount is proportionate. It is estimated
that the shrimp import sales will increase by 4.4% and amount also increase by 3.9% next year. We can clearly see that the
shrimp market is improving, and we cannot ignore the fact that FTA has been signed over the recent years.

5. Conclusion

The study about the relationship between signing the FTA and price fluctuation shows us that as Korea signs
FTAs, the supply overall increases and price level decreases. After the VKFTA, the shrimp price has decreased by 32.9%
over six years. After the Korea-China FTA, the shrimp price has decreased by 20.6% over five years. After the Korea-
ASEAN FTA, the shrimp price has decreased by 17%. The study about price fluctuation and consumer trends clearly shows
us that the overall shrimp market has gotten larger over the years. The shrimp sales in Emart has increased 74% between
2013 and 2017. The shrimp import amount (in dollar value) has increased 10% between 2014 and 2018. It can be
indicated that the FTA allows more shrimps to be exported to Korea, and this leads to decreased price levels of various
kinds of shrimps consumed. Because of the decreased price level, people are able to consume more shrimps. Finally, this
increased demand in shrimps results in growth of shrimp market in Korea. It can be concluded that FTA has positive effect
on shrimp market in Korea and promotes shrimp consumption. So, regardless of other issues that might affect the demand
& supply of shrimps, signing FTAs will bring more economic prosperity and satisfaction to consumers in Korea.
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