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I ntroduction

Background & Objectives

TheFloridaDepartment of Agricultureand Consumer Services, Bureau of Seafood and
Aquaculture, commissioned thisresearch to gain adeeper understanding of the market for
farm-raised catfishin Floridaand thefeasbility of utilizing direct marketing (from the pro-
ducer) togrow thisindustry.

Key areasof explorationincluded thefollowing:

& Current market formsof catfish (e.g., fillets, whole, nuggets, live, etc.)

¢ \olumeestimates (annually), seasond differences, and challengeswith supply and de-
mand

& Packaging techniquesand preferences

*

Pricing (relativetowholesale costs), peaksand valleysin pricing, and seasonality

4 Current product information and marketing tactics (e.g., recipes, safehandlinginstruc-
tions, etc.)

& Advertising and promotions (usage and suggestions) to assist with marketing and sales
& Demographicinsghtsfor current and potentia buyers
& Perceptionsregarding market expans on through opening aprocessing plant in Horida

Catfish producerscan utilizethisinformation to assist themintheir business planning efforts,
including, whether or not to open acatfish processing plant inthe state of Florida.

M ethodology

In order to gather feedback from avariety of companiesthroughout the supply chain, a
representativefrom Kerr & Downs Research contacted companiesand aninterview ap-
pointment timewas scheduled at their convenience. In-depthinterviewswere scheduledif a
company sold farm-raised catfish. If they did not sell farm-raised catfish, afew brief ques-
tionswere asked in order to ascertain why they chose not to sell farm-rai sed catfish.

|
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Companieswere offered $50 for their time, payableto theinterviewee, or to acharity of
their choice.

Interviewslasted between 30 and 60 minutes and were conducted from June 19" through
July 14,

A total of 23 in-depth semi-structured tel egphoneinterviewswere conducted with companies
throughout the supply chain asfollows:.

Type of Company Completed
Interviews
Seafood Wholesale (No Walk-up Counter) 2
Mix — Seafood Wholesde and Importer 1
Mix — Seafood Wholesde and Retail Market (e.g., Walk-up 4
Counter)
Digtributor (Multiple Food Products, Non-Food, as well as 4
Seafood)
Seafood Retall Market (e.g., Walk-up Counter) 2
Mix — Seafood Retaill Market and Take-Away Restaurant 2
Grocery store Chain 2
Restaurant 4
Broker 1
Packager 1
TOTAL 23

Note: Qualitativeresearchisexploratory in natureand isnot projectabletotheentire
universeof catfish buyersand sellersdueto the method of sampling—anon-random, conve-
nience sampleutilizing amix of Foridacompanies. Insghtsand recommendations made by
expertsintheindustry can add tremendousvalue and directional ideasfor marketing. Infact,
sometimesagreat ideaisonly mentioned by one or two companies. Consensusisnot the
objective—ideageneratingisthegoal .

'
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Product, Packaging, and Pricing

¢ Individualy quick frozen (1QF) catfishfillets, plainwith no breading, werethe most
popular form of farm-raised catfish.

¢ |QF 10 0r 15-pound boxeswith 5-7 ouncefilletswere purchased most often.
> Only afew wholesalers carried the 3-5 ounce and 7-9 ouncefillets.

& Thefollowing pricerangeswere mentioned:

Producer Distributor / Retail Restaurant
to Wholesaler to to
= : =
Wholesaler to Retail Consumer Consumer
$2.25 - $2.69 $2.50 - $3.75 $3.50 - $5.99 $6.49 - $10.10
Seasonality

& Thecatfishindustry wasperceived asarelatively stableindustry onthe supply side.
Companiesexplained they had low tolerancefor pricevariability. Farm-raised catfish
was Vviewed asacommodity that was sold based on consistency, price, and stable
availability.

Current Customer Base

& A widerangeof end-usersor customersbought catfish.
> Whitetablecloth restaurants served catfish, aswell asfamily stylerestaurants.

> Atretail, some participantssold catfish only to select socioeconomic status custom-
ers, whileotherssold catfishto al racesand incomelevels.

|
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Competitive Environment — Barriers

¢ Thecomptitivelandscape of Floridawas quite complex, with thefollowing issuesraised
asbarrierstoincreased sales:.
> Consumer outdated perceptionsof catfish
> Thesheer abundance of other typesof seafood availablein Florida
> Perceptionsof farming (versuswildfish)
> Domestic versusimported fish

Per ceptions of Florida Farm-Raised Catfish
¢ Most companieswereunawarethat therewerecatfish farmsin Florida.

¢ Companieswerecurrently purchasing from Mississippi, Alabama, Louisanaand
South Carolina.

¢ Most companieswere somewhat or very likely to consider Floridafarm-raised catfishif a

processing plant wereto openin Florida

> Smaller independent retail ersand wholesalerswere morelikely candidatesto consider
switching suppliers, and expressed greater |oyalty to Floridaand theloca economy.
They weremorelikedy to havecloser tiesto thefishing industry and weremorelikely to
be sengtivetotheplight of fishermen.

> Didtributorsand larger whol esal erswere more concerned with volume, availability,
quality, and profitsand would need more persuading in order to switch suppliers.
They would need to consider the bottom line (and theimpact it would have ontheir
current contractsor pricing from current suppliers).

¢ Among thosewhowerenot salling farm-raised catfish, most wereunlikely to consider
sdllingfarm-rai sed catfishfrom Florida. Catfish wassimply not aproduct for which they
had amarket.

Marketing Assistance

¢ Companieswereasked if they would beinterested in marketing assistancefromthe
Florida Department of Agricultureand Consumer Services. Newspaper advertising or
direct mail wasof greater interest to theretail sdeof theindustry. Companiesoften
praised the FloridaDepartment of Agricultureand Consumer Servicesonitseffortsto
ass st other aquaculturein Florida

'
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Positioning Strategy

» Producers should use targeted messages and niche marketing efforts in order to
appeal to the diverse types of companies within the supply chain.

#* Postion Floridafarm-raised catfish aspro-American or pro-Floridian when targeting

smaller independent companieswithin Florida

#* Condder thevaueof targeting multiplesmaller companiesin additiontolarger

wholesders.

* Focus on cons stency, quality, and price when targeting larger companiesand chains.
PriceHoridafarm-rai sed catfish competitively, S nce companiesassumed that a
locdl processing plant would offer lower freight charges.

Assurewholesalersand larger chainsthat producers can meet their capacity and
Specia requests.

Avoid messagesregarding “buy American” or “ buy Florida’ whentargeting
regional, nationa or international companies, sncethismessageisnot likely to
persuadethem.

» Farm-raised catfish isideal for institutions (e.g., hospitals, schools, cafeterias,
mass retailers, etc.), middle-income families, the elderly (but not boomers), and
family style restaurants due to price and availability.

#*  Keep theseend-usersin mind when conducting busi ness-to-business marketing.

» Communicate the precision and science that is involved in catfish farming.
Producers should:
#* Outlinethe complex processof raising farm-raised catfish.
#* Communicate theimpact of wegther, the delicate balance of oxygen control, etc.
#* Educate clientsso they become sensitiveto the challengesand potential fluctuations
onthesupply sdeof catfishfarming.

» Consider more sophisticated packaging or re-naming catfish, particularly if
producerswish to raise the image of catfish (beyond a commodity product) to
compete with dlightly higher priced tilapia.

» Companies recommended that the following messages be communicated:

* Hedthy #* Quality (noblemishes, scars, bruisesor discol oration)
* Bondess #* U.S farm-raised catfishisasuperior quality toimports
* Hm #* Nutty grainy taste (because of the feed used)

*  Avalability #* Clean whitefish (processed in aclean environment)
#* Favor (notfishy) # Theoppositeof freshisnot frozen

11
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Product Offering

> Niche products should be offered as part of the product mix. In addition to the
popular plain I QF catfish fillets in 10-15 pound boxes containing 5-7 ounce
fillets, consider offering the following:
#* Headed and gutted (H& G)
#* Nuggets
#* Vaue-added products (breaded and marinated)
#* 3-5ounceand 7-9 ouncefillets

Marketing Materials

> Distributors, wholesalers, specialty seafood retailers, supermarkets, and restau-
rants had diverse recommendations to increase the sale of farm-raised catfish.

1. Distributorsand WholesalersRecommended:
#*  Brochureswithin-depth information about thefarms, such asthe:
“ Originof catfish
Processof farming
Feeding process
Picturesof catfish
Picturesof catfishfarms
Water qudity
Knowledgeregarding pre-testing to assure quality and taste
Processinginformation
Packaginginformation
#* Information to meet government regulations, such as.
Food safety
Nutritiond information
Cdories
Proper thawing procedures
Lot codesto track the product
#* A webgsteinduding:
" Recipes
Accessto marketing materials
#* Advertising or in-depth articlesin journals, such as Seafood Business Magazine,
should include stories on the production and how catfish arerai sed.

12
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3.

Recommendations
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Specialty Seafood Retail Markets/ Super mar kets Recommended:

* Brochuresfor nichemarkets(e.g., Hispanics)

% Merchandising (posters, signs, brochures, etc.)

% Recommendationson how their customerscan most effectively purchasefish

* Portionsizes

* A color book that isa*” display copy” showing varietiesof fish

% Demonstrations/ tastetests showing unique recipes, how to cook catfish, etc.

#* Recipesfor catfish and side dishes, methodsfor consumersto sharerecipes
(e.g., acontest), and recipeson how to prepare items such as strips and nuggets

Restaur antsRecommended:

* Tabletents

#* Placematswiththedifferent fish—or catfishinsghts/ tidbitsof information

* Buttonsfor wait staff (indicating apromotion for catfish or the benefitsof catfish)

* Server training onthebenefits(e.g., how to“ pitch” catfishwhen at thetable)

* Printed staff information—pamphletsand flyers

* Assstancewithwording for menu items—" southernfried catfish platter in
cornmeal breading and fried to agolden brown”

* Menualowances

» Restaurants are gatekeepersfor seafood. Restaurants spur ideas for home-
cooked meals, driving sales throughout the supply chain. A pull strategy should
be used:

@merstry Catfishin Restaurants

Consumersgoto Supermarkets
Seafood Marketsand ask for Catfish
A
Getail beginsto supply Catfish>
(LY
@oleﬁalers/ Distributorsbeginto provideCa@

< Producerssell moreCatfisht >

» Theindustry should consider a national advertising campaign to communicate
the benefits of catfish (not unlike the industry advertising conducted by the beef,
pork, milk, and dairy industries).

Kerr & Downs Research
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Detailed Findings
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Market Forms. Product, Priceand Packaging

Overview:

A widevariety of product formswere sold by companiesat variouspricepointsin order to
meet the needs of variousend-users. Each of thefollowing product formswill bediscussed
ingreater detail later inthisreport.

IQF (individualy quick-frozen) farm-raised filletswerethe most common form of catfish
sold. Theproportion of each formwasasfollows:
& Twenty-two (22) out of 23 companiesoffered | QF farm-raised fillets.
> Themost common sizewas5-7 ouncefillets, with afew distributors offering 3-5 and
7-9 ouncefillets. Box sizeswereusually 10-15 pounds.
4 Nine(9) out of 23 companiessold H& G farm-raised catfish, usualy IQF.
& Six (6) out of 23 sold nuggets.
& Two(2) of the23 companiessold wild catfish inaddition to farm-raised catfish.
> Wild catfishwas offered whole (H& G = headed and gutted) and filleted upon
request.

Val ue-added products (most often for filletsand nuggets) were mentioned on occasion,
indudingthefollowing:

¢ breaded & Zataranbreading
& breaded with cornmeal & teiyaki ginger
¢ buttermilk bath cornmesl ¢ lemon-herb

¢ Cgun & |emon-pepper

Checker tablecloth restaurantstended to fry their catfish, while one upsca e restaurant grilled,
fried, and sautéed their catfish.

Fillets — Farm-Raised Catfish

Themagjority of the companies purchased frozen | QF farm-rai sed catfishfillets.

4 Only onelarge supermarket chain purchased fresh fillets (and fresh nuggets) and sold
themintheir display caseasafresh product. Their positioning strategy was*fresh” and
they had thevolumeto warrant aspecial order direct from the producer.

Smaller speciaty seafood marketsand smaller wholesalers selling to the public tended to
offer defrosted fill ets; larger wholesal ersand distributors kept them in |QF cases—usually 10
or 15-pound boxes.

|
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|QFwasgenerally preferred sincethe seller could defrost afew fillets as needed throughout
theday. Similarly, restaurantstended to prefer |QF so that they could avoid excessive
waste, defrosting the product asthey needed fillets.

Farm-raised catfish fillets, unbreaded with no val ue-added, were sold for thefollowing
prices

18

Type of Company Pounds per Y ear Price Charged
Broker Don't Know $2.82t0 $2.93
Distributor 18,200 $3.00 pound
Digtributor 400,000* Corfidential
Digtributor 60,000 $2.70 pound
Distributor 3,000 $2.80 pound
Wholesaer / Importer 20,000 $2.50 pound
Wholesaler 9,000 $3.10 to $3.50 pourd
Wholesaler Don’'t Know $3.30 to $3.75 pourd
Wholesaler / Retailer 1,560 $4.99 pound
Wholesaler / Retailer Don't Know $2.95 to $3.10 pound
Wholesaler / Retailer 300 $5.00 pound
Wholesaler / Retailer 1,560 $5.99 pound
Retaller 3,200 $4.00 pound
Retaller 2,000 $3.50 pound
Retailer w/ Take-Away ~ |200 $3.50 pound
Retailer w/ Take-Away 4,200 $4.00 to $5.00 pourd
Restaurant Don't Know $8.95 meal
Restaurant 2,000 $9.00 meal
Restaurant 2,600 $10.10 meal
Restaurant (buying irregular |3,600 $6.49 lunch
fillets) $9.99 dinner
Grocery store 7,800 $1.99 to $3.99 pourd
Grocery store Confidentid $4.99 pourd
Packager 35,000 + U.S. and }$1.00 pound to repack

15,000 Imported  |$2.05 pound as a distributor

*Included nuggets estimate of volume.
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Insummary, thefollowing pricerangeswerementioned for |QF fillets:

Producer Distributor / Retail Restaurant
to Wholesaler to to
= ) ->
Wholesaler to Retail Consumer Consumer
$2.25 - $2.69 $2.50 - $3.75 $3.50 - $5.99 $6.49 - $10.10

When sdlling catfish at aspeciaty seafood retail market or supermarket, filletsweredis-
playedintrays (defrosted), thetrayswere onice, and the catfish were sold by the pound.

When acustomer selected their preferred fish, it waswel ghted and then packaging varied as
follows

& Parchment paper

Butcher paper

Clear wrap

Plasticbags

Double-bagged withice

H& G — Farm-Raised Catfish

Nine(9) out of 23 companiesinterviewed sold H& G farm-rai sed catfish, with about half
explaining that it was not the* bread and butter” of their business.

Onelargesupermar ket chain only supplied H& G catfish to select regionsof their chain,
withtheprofileof thisnicheasfollows:

African American marketsand Hispanic markets (primarily inthe Miami area)

Never frozen (dwaysfresh)

Shipped in 10-pound boxesdirect to the stores

Sold for approximately $2.99 (plain, not prepared)

Placed in plastic bags or wrapped in parchment paper (depending upon the market)

L 2R 2K 2K 2R 2

Theremaining eight (8) companiesweredistributor s, wholesaler s, and a br oker with
specia requestsfor H& G:
4 Ordersranged anywherefrom 300 pounds per year to 100,000 pounds per year (clearly
asubstantia nichemarket for select vendors)
& Pricesvaried by market, aslow as$1.85 per pound to $2.79 per pound
& Usesand preferencesfor H& G werevery inconsistent - niche ethnic markets, fill-into
supplement wild fish sales, fishfriesfor Veteransof Foreign Wars, etc.
|
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Nuggets & Other Miscellaneous Forms
of Farm-Raised Catfish

Only six (6) companiessold nuggetsasfollows:

¢ Unbreadedinstews

¢ Breaded asan appetizer or asachildren’smenuitem

¢ For ethnic shoppersto beused in pagllaor other specialty dishes

Most often, nuggetswere purchased |QF in 10 or 15-pound boxes, sold plainor witha

cornmeal coating (traditional southern style). Companies sold nuggetsasfollows:

¢ Distributor - $1.35 per pound

¢ Seafood retail market - just under $3.00 per pound

¢ Grocery store chains(2) - anywherefrom $0.99 per pound (during asale) to $2.49 per
pound during non-sale periods

Nuggetswere perceived asalower-cost item popular among lower-income consumersand
therewas some confusion asto the origin of nuggets. Thefollowing array of conceptswas
mentioned buy companiesnot sdlling nuggets.

¢ Itisaby-product comingfromthebelly flap

¢ Itisaby-product from behind the cheek or behind the eyes
¢ |ttastesstronger or unappealing

¢ Notaquality product

¢ Not enough demand

Catfish stripsand pieceswere sold asfollows:

& Distributor - 15,000 pounds per year at $2.75 per pound

¢ Broker - $2.93 per pound

& Restaurant - irregular fillet pieces, selling infried catfish dishesfor $6.49 for alunch meal
and $9.99 for dinner.

'
Kerr & Downs Research



Detailed Findings
e

Wild Catfish

Two companiessoldwild catfish and their profileswereasfollows:

Retailer

1,500 pounds of H& G wild catfish per year

$3 to $4 per pound

Cateringto older, lower incomeloca sand African Americansfrom central Floridawho
grew up on mullet, catfish, and other lessexpensivefresh and saltwater fish

L 2R JR i

Wholesaler /retailer

2,500 pounds of H& G wild catfish per year

$1.15 per pound

Described asanimportant part of adiverse product offering of fresh fishin southwest
Florida

L 2R 2R A

Seasonality —Market Variability

Companieshelieved that the supply side of thefarm-raised catfishindustry wasarel atively
stableindustry, much like other commodities (such asgrainsand soybeans). Asonedistribu-
tor stated, “farm-rai sed was not relying on Mother Nature” and the big Mississippi farms
have added to thisperception of catfish asacommodity.

Many companiesused acomparison of saltwater fishto farm-raised fish to maketheir point
about supply side market stability:

“ Catfish is consistent because it is fresh water and you can get it any time of
year, versus pompano which isa migratory fish and there areregulations. For
example, (sea) trout is not available year round becauseitisrestricted in
saltwater fishing. Somefish | carry certain months of the year, but catfish |
can carry all 12 months.”

|QF and the ability to use one’ ssupply of catfish onan“asneeded basis’ further added to
supply sidestability. Most companiesbelieved therewere no significant seasona differences
insupply or prices. However, dueto seasonal residents, tourists, and holidaystherewere
fluctuationsin demand.

Pricingtoler ance seemed to bewithin the existing range of prices. Many companiesdid
not believethat the market would bear any significant priceincreasessince catfishwas

positioned asalower-end economicd fish appropriatefor families.
|
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If farm-gate pricesweretoincrease, distributors, retailers, and restaurantsfelt they had other
low-cost finfish optionsto offer (such astilapiaand perch). Since catfishwasviewed asa
commodity product, and sincetherewere anumber of farmersand processorsthat supplied
catfish, buyerswere not locked into one company.

However, onerestaurant owner acknowledged that thereisascienceto menu design, and
that some restaurants could push the price threshold upwardsif it isproperly placed and
worded on the menu.

Competitive Environment —Barriers

A variety of issuesemerged asbarriersto increased sales. The competitivelandscape of
Floridawas quite complex, with thefollowing issuesbeing rai sed by various companies
withinthesupply chain:

¢ Consumer outdated perceptionsof catfish

¢ Compstitive products- theabundance of other typesof seafood availablein Florida
¢ Perceptionsof farming

¢ Domesticfishversusimported

Outdated Perceptions of Catfish

Some companiesexplained that consumer perceptionswere problematic, with many believ-
ing that catfish were*“ bottom feeders, junk eaters.” Asthefollowing supplier explained:

“ Catfish is not a very sexy name. Renameit. Differentiate it from those ‘old
catfish in a boot in your pond.” Differentiate farm-raised from ‘ catching catfish
on a cane pole on the side of theroad.” They are an ugly fish that live in muddy
ponds. Butinreality, it isactually good. Itisareal white meat, very moist,
with a bland flavor that most Americans tend to like. They want fish that
tastes like chicken.”

Competitive Products

Farm-rai sed catfish was often sold among an array of saltwater fish and other seafood, which
wasreadily available dueto Forida sproximity to the Gulf of Mexico and theAtlantic
Ocean. Specifically, catfish sold at seafood retail marketsand supermarketswasin the same
display with fish such astilapiaand perch, mahi mahi, swordfish, and other more* upscal€’

'
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saltwater fish and crustaceans. Thefollowing grocery chain representativeexplained his
perceptionsof the competitive landscape:

“ Catfish is getting its clock cleaned by tilapia — Americans want white fish
with no flavor...Tilapia is selling better than catfish, a white mild fish, and it
costs more money than catfish... Catfish has a muddy flavor or off odor dueto
ponds. Some companies handle it improperly... The U.S has packaging issues.
They use a poly bag, box and ice over thefish. If you have a 10-pound product
and 5 pounds of ice on top, some fish get contorted with the weight on top... It
creates color differences. Tilapiais neatly packed belly to belly and skin to
skin. You have a layer of fish, then a jell pack, then a polly sheet, then a layer
of fish, etc. They spend time on packaging, but in Costa Rica they can afford
to.”

Per ceptions of Farming

Another challengewasthe negative perception of what actually goesoninthefarming
Process.

“ Catfish farmers have a tendency to use drugs to control bacteria and disease.
They purge it (and the muddy taste) out of the fish by starving them before
killing them.”

Domestic versus Imported

Somewholesaler schosenot to sell farm-raised catfish becauseit hurt the commercia
fishingindustry. They explained that farm-raised catfish have aunique competitive advantage
dueto themarket restrictionsfor imported “ catfish” typesof fish (e.g., basafrom Vietnam),
and hence acompetitive advantage over thecommercid fishermen aswell.

Smaller wholesaler sseemed to have agreater sense of loyalty tolocal and U.S. fishermen
duetotheir closereationship with commercid fishermen. They felt asenseof camaraderie
to help their partners prosper.

& For example, one seafood market retail er explained that her husband wasalso a fisher-
man. Shesometimes purchased alarger than averagevolumeof aparticular fishfroma
fisherman ssmply because she knew he needed to movethe product. To accommodate,
shewould simply offer that type of fish asasaleitemto moveit faster.

|
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Other protective comments made by wholesalers, in defense of commercial fishermenand
against farmers, wereasfollows:

“1n my personal opinion the fish farmers make it hard for those who earn a
living fishing, and for us (wholesalers). It hurts our business because they can
sell (catfish) cheaper since they don't have the labor costs. The only way | can
see us buying farm-raised catfishisif we were unable to fill our orderswith fish
from the boats.”

“We'vejust always sold wild. Traditionally, the reason for buying farm-raised
anything islack of availability of the wild. So only if we faced that situation
(lack of availability) and wanted to continue selling catfish, we’d buy farm-
raised.”

“Wholesalers aretrying to push imported seafood since they have a higher
profit margin. My #1 ruleis‘no foreign product’ unless | absolutely haveto...if
production isdown in Florida and I’ m not competing against my fellow fisher-

Theirony isthat thissametype of patriotism or loyalty to an industry hasencouraged some
restaurants, wholesalers, and retailersto support farm-rai sed catfish over imported basaand
other imported farm-raised fish. Asonebroker explained, “I' m sure Floridianswould rather
buy product from FHorida.”

Distributor sand lar gewhol esaler s seemed to respond moreto financial motivators. In
supplying the masses, they opted for aquality, consistent, lower-cost product (evenif it was
offered by animporter). Onedistributor summarized hisfrustration with thelack of free
tradeinthe U.S. farm-raised catfish industry:

“1 believein free trade. The catfish industry has a strong marketing arm...
They lobby for tariffs on imports and now imports are not allowed to be called
catfish. Itiscalled basa or whisker fish.”

Onasmilar note, another distributor accused theindustry of pricefixing and hindering free
tradewithimports.

“ Catfish shouldn’t be charging more than they do now, (especially) with what

transpired a few yearsago. There were shady dealingsin the catfish industry...

People wer e taken advantage of and the bad taste remains. Some won't even
|
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put farm-raised catfish on their menu. The three of the largest farmers fixed
pricing and that stigma has been difficult for the industry to overcome.”

Similarly, alarge super mar ket chain shared the* bottom-line” perspectivedueto their sheer
volumeand mass market perspective.

Other small independent wholesaler s and specialty seafood r etail markets (who dealt

directly with the commercid fishermen) struggled to find aba ance between thefollowing:

& Thedableavailability of farm-raised catfish (offering their retail customersacons stent
low-cost product)

& Hepinglocd fishermen makealivinginashrinkingindustry

Thiscomplex competitive environment isan important backdrop astarget audienceand
marketing recommendations are discussed.

OvercomingBarriers

Despitethearray of challengesoutlined above, aweslth of ideaswere generated in order to
assist thefarm-raised catfishindustry. Infact, when offered assistance with advertising and
promotions, most compani eswere very open to partnershipswith newspaper advertising or
direct mail, particularly ontheretail sdeof theindustry.

Dialog regarding marketing ass stance often spurred conversation asto thewonderful job the
Forida Department of Agricultureand Consumer Serviceswas doing to assi st other aquacul-
turein Horida:

“ They provide these little flyersfor all the fish that | carry—ecipes, how to
cook thefish, etc...I can say, ‘Here, take a look at this', and it works well. 1
have many customers come in and request the brochure on certain fish. They
call and say, ‘I ate that pompano the other night and | used the recipe and it
was delicious.” I’vejust had a great response. The Department of Agriculture
has done wonderful things. They also provide educational postersin my fish
room and when people come in and they see the fish filleted out, | can show
them what the fish looks like before it was filleted. They loveit. They don't
like going in blind to anything and they find it very educational.”

|
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Thefollowing topicswere explored with companiesthroughout the supply chain:
¢ Product Information

¢ Messagesto becommunicated (in order to overcomebarriers)

¢ Marketing/Advertising techniques

A number of companiesexpressed aneed for a“concerted effort” by theentire catfish
industry to communi catethe benefits of catfish (not unliketheindustry advertising conducted
by the beef, pork, milk, and dairy industries). Asonecompany explained, the seafood
industry has historically been fragmented: “Thelong linesdon’t likethetrappers, thenets
don’t like hook-and-linefishermen, and thewest coast doesn’t care about east coast prob-
lems” Inaddition, fishermen wereoften at oddswithfarmers. Advertisingtothegenera
public was aproven tactic that hasworked for other seafood products.

“ New Zealanders convinced us that orange roughy is a good product and it
went from $1 to $5. It isexpensive. Marketing is about keeping the product in
front. Get people to think about it so when they go to the grocery store they
think about it. Put it in magazines—all over.”

“ Catfish doesn’'t have the name. To some extent, it isa marketing thing. It has
no sex appeal like salmon or swordfish or tuna. Some people tend to still
associate it with canal or yard pond fish, even though it isfarm-raised.”

Messages or the advantages of farm-raised catfish that should be communicated through a
nationa campaignincludethefollowing:
Hedthy
Bondess
Hrm
Quiality product (no blemishes, scars, bruisesor discoloration)
> USfarm-raised catfishisasuperior quality toimports
Avalaaility
Favor (not fishy)
> Different fromwild but good onit’sown
¢ Cleanwhitefish (processed in aclean environment —not on the back of a
pickup)
¢ Theoppositeof freshisnot frozen
¢ Industry imege
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Asonecompany explained:

“ The opposite of fresh does not equal frozen. The opposite of fresh equals
rotten. Flash-frozen definitely has more flavor, minerals, vitamins, etc. It isnot
breaking down. Freezing has stopped the decaying.”

Other promotiona materia sand marketing conceptswere specific to the company’ splace
withinthesupply chain. Each audience can utilize different marketing and promotionsfor
their audience.

Distributors / Wholesalers

Distributorsand whol esal ersrequested marketing assi stance that included consumer product
information, incentives, or other information such asthefollowing:
How producersfeed thefish (noting that catfish are not bottom feedersanymore)
Wheat they feed their fish
A full color picture of thefarm, thetanksand the product
Water temperature/ water quality explanations
Pre-tested and taste-tested before it entersthe market
How itispackaged
I nformation to meet government regul ations (such asfood safety, nutritiona information,
calories, proper thawing procedures, lot codesto track product, etc.)
Theorigin—Florida(animportant selling point for many in Florida)
A website (so companies can find out more about the product, in addition to recipes,
marketing ideas, promotional materials, etc.)
¢ Advertisein Seafood BusinessMagazine
> Include storieson production, price, and how they areraised (amorein-
depth analysis)
Incentivesto salesrepresentativesto sell more
Target smdler independentswith financia incentives
> Donotjust focusonlarger retail establishmentsbut look at al independentsasa
collective market worth the effort

L 2K JEEER 2R 2K 2R 2R 2% 2R 2
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Specialty Seafood Retail Markets / Super markets

Retailers, such asgrocery storesand speciaty seafood markets, requested thefollowing
assgance:

¢ Hispanicliterature/ brochuresfor nichemarkets

¢ Newmerchandisng

> Postersto decorate
> Signslikethe* Fresh from FloridaFarm-Raised Clams’ signs, for inthe
display case

> Updated brochures (that |ook more current)
Recommendationson how their customerscan most effectively purchasefish

> Thatis, what tolook for and what to avoid (such asthe sheen, how freshfish

respondswhen youtouchit, thecolor, moisture, etc.)

Portionsizes
A color book that isa“ display copy” showing all varietiesof fish—fresh and saltwa-
ter
Demonstrations/ tastetests showing unique dishesor recipes, how to cook catfish,
etc. (much like cheese, tilapia, etc. have done)
Recipes
A method for customersto sharerecipeswith each other
Moreuniqueand different recipeideas
Preparation of colesaw, hushpuppies, etc., in addition to the catfish
Alternativesto frying (for health reasons)
Some new innovativeways, beyond southern fried, such asbroiled, baked,
sautéed, nuggets (and that they aredll tasty)
Southeast L ouisianacatfishin asauce piquant (aFrench version of piquant
highly seasoned red saLice)
> How to cook strips/ nuggetswith marinarasauce

YV VV V V

Y

Asonelarge supermarket chain explained, themost effectiveway to reach theend user iswith
salesand demondtrations:

“You need to get the product in the customer’s mouth. The other pieceis
financial. Money drives everything. If the meat or seafood manager sees
catfish (on sale fromthe distributor) and if he advertises and usually gets 34%
gross profit, but he can get 45% margin, he will really push it. The store man-
ager will get out and do extra signage, suggestive selling, do an on-floor selling
event, a larger display, and even get on the loudspeaker. We did a recent
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shrimp promotion and the manager had someone taking pre-measured bags of
shrimp around the store selling to customers on an ice cart.”

Most companieswithin the supply chain havetheir ownrandom promotions, flyers, specials,
etc. However, the grocery store chains seemto havethe most consistent marketing efforts
using newspaper advertising and point-of-purchase materials.

Restaur ants

Restaurantslisted thefollowingitemsasuseful totheir marketing efforts:

Tabletents

Pacematswith thedifferent fishonit—or catfishinsghts/ tidbitsof information
Buttonsfor wait staff (indicating apromotion for catfish or the benefitsof catfish)
Server training asto the benefits (e.g., how to* pitch” catfish when at thetable)
Printed staff information—pamphletsand flyers

Ass stancewith wording for menu items—" southern fried catfish platterin
cornmeal breading and fried to agolden brown”

Menu allowances

L 2K 2R 2R 2R 2R 2
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Infact, some expertswithin the seafood industry argued that the restaurant isthe ultimate
gatekeeper for seafood. Restaurantsand thewait staff choosewhereto placetheitemon
themenu, when to placetheitem astheir specia of the day, and when to placetheitem
permanently on their menu. Asonecompany summarized:

“ Get a permanent spot on the menu. Otherwise, special promotions are only a
‘flash in the pan’.”

Furthermore, once customerstry anitem at arestaurant, they often attempt to cook that item
at home, purchasing it fromtheir supermarket or seafood retail market.

Recommended Target Audience

Therewassignificant debate asto the existing target market versustheided target market.
While someretail ers stereotyped their current catfish customersaslocals, Southerners, or
lower income customers, othersbelieved that all typesof customerspurchasethis® commaod-
ity product”. In speaking with whitetablecloth restaurantsand checker tablecloth restau-
rants, both explained that catfishwaspopular at their restaurants.

|
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Duetoitslower price and stableavail ability, companiesin the catfish supply chain believed
that farm-rai sed catfish wasidedl for thefollowing typesof customers:

“ Older generation Southerners buy it now. It iscomfort food. Don’t bother
with boomers as a target. . .they buy swordfish, mahi mahi, grouper, and
snapper ... Sll focus on the young family. . .because it is an economical fish. You
can feed the whole family and it is not too costly.”

“ People eating healthier - ages 18-35.”
“Call it ‘organic’. And | mean have it certified organic.”
“ Fry houses because they move more cases.”

“ Target an American housewife, regardless of her ethnic background. Catfish
is boneless, headless, no fins, and it doesn’t taste like fish. Catfish isthat
product. And change the name.”

“ People with families of 2-3 children who are price conscious. Itisan alterna-
tive to chicken (which is outrageously priced now for boneless).”

“ Country clubs use catfish. | sell to Coral Reef at Disney. They do a great
catfish, Southern style Cajun. Some use for gumbo. There are a lot of differ-
ent things you can do with catfish. It isafirmfish and you can use it for soup.
Cracker Barrel sellscatfish. You won't usually seeit on a menu at fine dining.
Soorts bars that target the seven to 30 year old customer. Useit for fish on the
menu for kids. For a generic fish fry, all you can eat. Hake, cod, pollock, and
catfish will always be around because of consistency.”

“More inland than on the coasts. They are familiar with it”

“ The Southerners are already familiar, so new market potential isup north.”

When asked who theideal target audience would befor farm-rai sed catfish, companiesin
thesupply chain stated institutions (e.g., hospital's, schools, cafeterias, massretailers, etc.),
middleincomefamilies, theelderly (but not boomers), the health conscious (using an organic
positioning strategy), and family stylerestaurants.
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Onelarger grocery store chain representative made animportant point about thetarget
audience. Hisperception wasthat experienced shoppersalready bought fresh fish, and
perhaps even shopped at fish markets. Market growth (among the masses) will bewith new
entrantsinto the seafood market, 18to 35, who start out at lower pricesin agrocery store
fortheirinitia trial. Theimplication wasthat catfishisat thelower end, soit holdsaheavy
burden. If the product isnot quality or consistent, abad product will turn off al hisfuture
customers.

Similarly, another company pointed out that schoolssell thelowest quality possiblefishto
kidsand they do not eat it. Then, for much of their livesthey say that they “don’t like
seafood”. Hence, ingtitutionsand massretailershave aduty and obligation to recognizethe
impact they have ontheindustry. New catfish farmersor producersin the market need to
make suretheir product isof high quality, otherwise, the entire seafood industry can suffer.

FloridaFarm-Raised M ar ket Potential

Awarenessfor farm-rai sed catfish seemed highest for Mississippi, while some companies
werea so buying fromAlabama, L ouisiana, and South Carolina. Companiesbelieved that
theindustry was doing agood job promoting catfish, advertising inindustry publications, and
having chefstalk about the benefits.

Most companieswere unaware that therewere catfish farmsin Florida. Among thosewho
weresdlling farm-rai sed catfish, most were somewhat or very likely to consider Floridafarm-
raised catfishif aprocessing plant wereto openin Florida. Infact, they have not seenany
difference between fish from Alabama, Mississippi or Louisiang, or theassumption wasthat it
wasall thesame. Itwasbdievedthat al producershavethe sametechniquesinfarming,
feeding, and processing of thefillets.

Smaller independent retailer sand wholesaler sweremorelikely to consider switching
suppliers, showing agreater loyalty to Floridaand thelocal economy.

“ Absolutely. I’'malocal person and would like to help locally. And, there
would be lessfreight in state.”

“ Compared to now, | would be much more inclined to buy froma Florida
producer. | could call or get in the car and be there. | don’'t know the guy in
Mississippi. If | can get in the car and talk about marketing problems...and
ideas. Itisaneighborly mentality.”
|
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Ontheother hand, distributor sand lar ger wholesaler swould need to consider the
bottom line (and theimpact it would have on their current contractsor pricing from current
suppliers). Asthebroker pointed out, they are sometimes contractually obligated to repre-
sent only onesupplier. However, theremay beacost savingsif Floridacan ship at alower
cost.

Among thosewho were not selling farm-raised catfish (who did not conduct in-depth inter-
views), most were unlikely to consider selling farm-rai sed catfish from Florida, for awide
variety of reasons.

Onewholesaler explained that hedid not sell farm-rai sed catfish because hewasonly
awareof afarminAlabama, and the transportation costswere prohibitive. However, when
posed with the potential concept of aprocessing plant in Florida, he explained:

“If therewere a place in Florida where | could pick it up in my own trucks, it
might be feasible. Right now, farm-raised is $1.10 a pound versus $.75 a
pound for wild catfish, so it would depend on the price and whether it would be
profitable for me.”

Closng Comments

Asawrap up to thediscussion, companieswere asked to summarizetheir recommenda-
tionsfor theindustry —inthecontext of afarm-rai sed catfish processing plant being
openedinFlorida. Thearray of comments (wordsof encouragement, cavegtsto their level
of interest, and words of caution) wereasfollows:

“ Aslong asthey are processing it the same way.”
“ Offer consistent sizes of fish fillets.”

“ Put a consistent quality product into the market. Quality means good pro-
cessing specs, mild flavor, good texture, and properly freezeit. Quickly with no
substantial exposureto freezer burn. Dip it in water or wrap it before freez-

ing.”
“Thereistoo much of it already and they can't sell it. ConAgra and other
companies that own them are trying to get rid of catfish operations because

'
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thereisover production. Therefore, the priceislike other agricultural prod-
ucts, corn, wheat, etc. Wth no price supports (like wheat or corn or beef) there
IS no advantage and it tends to be over produced. Many times, they start with
a government grant but as soon as they run out of money, they are gone. The
same happened with tilapia. At some point, it is much cheaper to do it else-
where, with the price of land, labor, and packaging, such as Central America,
China, or Vietnam. They can’'t compete on a steady basis.”

“Large distributors need adequate volume since they typically offer one type of
product to all customers (through contracts). (Not sureif Florida catfish
farmers can sustain major retailers.) Large supermarket chains need adequate
volume.”

“ Continually give a quality product. They need to remove more of the skin side
of the fish. Some suppliersare leaving too much fat layer on under line side.
Imports call it “ deep skin” . It affects the flavor profile due to the skin. | went
to one processing facility in Alabama and was surprised with what was per -
ceived to be ‘ skinning of fish’. Only a minimal amount of skin was removed
and a distinct flavor was left. That is not acceptable to the flavor.”

“ Come up with moreideas. Different applications and flavor profiles. Some-
thing new and exciting.”

“ Others (compared to Delta Pride and Carolina Classic) may be inconsistent.

If I buy 5-7 ounce fillets and get some 4s in the box, that isinconsistent. Some-
times they leave some belly flap on the fish. It isnot trimmed good. | tried
Florida and they were grainier. They had a tendency to bowl up if frying. They
shrivel and curl up. The heat may impact growing fish in Florida. That may be
thereason. Or, maybeit iswhen processing. | had one sample five years ago
and | wasn't happy. | haven't tried since. Would try again.”

“Put a Florida sticker onit. Ninety percent of my retail isfresh local fish and if
catfish comes from Florida, that isa selling point. The main thing is to market
and differentiate it from other things out there. Mississippi did it. They hired
John Folts, a famous chef, to promote farm-raised. Hire high profile chefs and
demo, cook at places, and draw attention to it. Ve will take their word better
than someone off the street.”
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“Itisall about the ponds. Delta samples before they harvest. If it has a bad
taste, they reject the whole pond. Delta has strict standards for buying and for
their own ponds.”

“ Independents are worth the attention. Involve us with same vigor and deter-
mination of handshakes, like we do with our fishermen. The Florida Depart-
ment of Agriculture, Joanne McNealy and Paul Sajack, have in the past, been
very conscientious and I’ m encouraged... Clams have been a major successin
our state and selling around the country. It wasn't available to fishermen.
There were displaced mullet fishermen and this was an economic opportunity to
become farmersinstead of fishermen. It wasa major success. Show a concern
for the environment. Be cautious of things filtering into wild stocks and affect-
ing genetic diversity. Be cautious of waste, genetic manipulation. Faceit head
on. Embrace technology but be responsible. Maybe there is a market for
organic seafood without growth hormones to target the younger generation 20s
and 30s who are more concerned than baby boomers.”

“ Come up with some new and better recipes other than frying. Make people
aware of farmsin Florida that need your support. Floridaisproud. We want
to see the dollars made here also spent here.”

“ Get someone to come around with information and sell the product. | would
want to try the quality, seeif itisa consistent fillet. And seeif thepriceisin
the ballpark. Nickels and dimes don’t bother me. If I need 300 pounds today
and you don’t have it until next week —i.e., availability.”

“ Menu marketing. St down with a group of restaurant owners and show them
what wonderful things you can do with catfish. | have it as an appetizer, asa
sandwich, and asa dinner. If itisan inventory item, | can use it as many ways
aspossibleso it is not sitting there. That increases your ability to turn it over
and thereislesswaste and less spoiling.”

“Thepriceiswhereit needsto be now. It isnot a high-end fish perception
wise. Itisbread and butter, a mainstay fish. It is not gourmet like sushi-grade
tuna. Itisnot like yellow fin tuna. The personaisan earthy mom and pop
moderate priced seafood item. It is good eating fish.”

'
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“ Seafood as a whole has not changed in 30 years and to be honest, until the
seafood industry wakes up, smells the coffee, and does things to be more of a
forcein protein business, they will continue to flounder. Thereisonly so much
you can do to fish — marinade, bread, and cook it on a grill. It has been very
reluctant to change. Innovations that the seafood industry comes up with are
not necessarily what the customer base is looking for.”
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Among thosewho did sell farm-raised catfish, adiverse mix of companieswereinterviewed.
Thefollowing outline of thearray of companiesisnecessary asabackdrop tothe
preceding analysis.

& Twotypesof seafood wholesaler swereidentified and interviewed: (1) those selling
primarily to other foodservice companies, and, (2) those selling wholesaleaswell as

retail

1. Seafood wholesaler swho primarily sold to other foodservice companies (of
varioussizes and types) included thefollowing types of companies:

*

*

*

Smaller wholesal ers bought from locdl fishermen then sold and shipped (via
truck) tolocal or regional restaurants (upscaleaswell aspicnic style)

Smaller wholesalerswho did not ship or transport their product, hence, sold
mostly to smaler loca restaurants

Largewholesalerswho owned their own trucksto distribute (and in some cases
owned their own fishing boats)

Wholesal ersthat bought mass quantities of wholefish from other wholesaersand
processed their own seafood to sell to largeingtitutions (e.g., hospital's, schools,
cafeterias, massretailers, etc.) and chains (restaurants and supermarkets)
Wholesalersthat imported fish (e ready processed abroad by adivision of their
company) or bought other imported fish (already processed) to sell domestically
to variousfoodservice companiesat avariety of levelswithinthesupply chain

2. Seafood wholesaler sthat a so sold retail seafood products.

*

*

Wholesalerswithretail countersand prepared food for on premises consumption
and take-out. Some of these compani es offered other non-seafood items (such
asdeli, dairy, salads, pasta, meats, wines, etc.), but typically specidizedin
seafood

Wholesalerswithretail countersand no prepared food.

& Distributors, ontheother hand, were more consistent in their company profiles. That
is, distributors offered seafood aswell asnon-food items (such as paper products).
They bought from processing plantsor manufacturersand sold to companiesor institu-
tionsthat feed hundreds of customersat atime—such asnursing homes, schools, and,
restaurants (whitetablecloth, checker tablecloth, chains, and “mom & pop” independent
restaurants).
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4 Onesmaller and onelarger grocery storechain wereinterviewed. They offered
fresh, frozen, raw, and cooked (prepared food products), buying from distributorsand
sdllingtothegenera public (acrossall socioeconomic categories).

¢ Anaray of restaur antswereinterviewed, ranging fromwhitetablecloth to checkered
tablecloth (picnic style, family style, southern fried seafood style restaurants).

4 Onebroker wasinterviewed, who bought and sold seafood (aswell asother products),
much likeadistributor, building rel ationshipswith operators, manufacturers, distributors,
andtheingtitutions.

4 Onecustom packager who took existing frozen seafood and re-packaged productsto
be sold in branded packaging at retail or for home delivery wasinterviewed.

Therewasawidevariety of stuationsand levelswithin the supply chain, with many compa-
niesvertically integrated to varying degrees.

Each of the above profilesisimportant to consider when conducting one-to-one
selling. Their situation and place within the supply chain impacts their unique
perceptions and barriers to selling catfish.

'
Kerr & Downs Research



