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One key sector is the production of farm-raised
channel catfish. In 1990, catfish production wa
the fourth most valuable fish crop in the United
States—iust behind salmon, shrimp and crabs. To-
tal catfish sales reached a record $323.2 million in
i 19.8 percent increase over 1989, iz} fact
since 1981, catfish sales have grown at an c’uﬁfdéb
rate of 18.2 pgreerﬁ. In comparison, the ¢

1%1 guﬁ 1990 incre d%w@ a% an annual rate of 4.6
t from $2.4 billion to $3.6 billion.?

@8{? o ;990 i percem‘ UY{)Wih-,
however, has slowed in recent years. From 1987
to 1990, production has increased at an average
annual rate of 8.7 percent; year-to-date production
as of September 1991 is up 5.9 percent from one
year earlier
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One factor contributing to the slowdown in
production is the disincentive of lower prices. The
average price paid to producers in September 1991
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"Measured as total live weight of fish delivered for processing.




(59 cents per pound) was roughly 21 percent less
than the previous year and was the lowest in more
than four years.?

Additional perspective on the growth of the
catfish industry can be gained by examining the
number of producers and the number of acres of
water surface area devoted to catfish production,
In 1982, there were 987 operations producing cat-
fish. Operations more than doubled to 1,987 in
1988. Since then, the number has increased
slightly—rising to 1,998 as of July 1, 1991.

The doubling of catfish operations has pro-
duced a commensurate increase in water surface
arca. In 1982, 73,840 acres were used in catfish
production. By July 1991, this number had more
than doubled to 166,160. Furthermore, this acre-
age understates somewhat the actual production ca-
pacity of the industry, as an additional 13,000
acres are reported as either under construction, un-
der repair or withheld from production. The num-
ber of producers has declined for the past two
years, while water surface area has continued to
increase, which reflects a trend noticed in other
agricultural sectors, namely, a larger production
capacity per farmer,

The increased production of catfish—and larg-
er harvests of wild fish species—suggests that an
increase in demand for fish has occurred. Indeed,
per capita fish consumption has increased steadily
over the years. This trend has coincided with an
upward trend in poultry consumption and a down-
ward trend in beef and pork consumption. For ex-
ample, in 1980, per capita consumption of fish
measured 12.5 pounds, beef consumption measured
7Z.1 pounds and pouliry consumption measured
42.6 pounds. Since 1980, per capita consumption
of fish has risen by an average annual rate of
2.2 percent to 15.5 pounds in 1990. During the
same period, per capita poultry consumption has
risen by nearly twice as much—4.1 percent per
year—while beef consumption has fallen by 1.2
percent per year.*

One well-publicized factor that partially ex-
plains the preceding trends is the change in con-
sumer preferences away from red meat toward fish
and poultry. While the dietary benefits of in-
creased fish and poultry consumption—at the ex-
pense of red meat consumption—are open to
debate, this shift in consumer preferences has cer-
tainly aided the catfish industry.

Changes in supply and demand for fish, poul-
try and beef affect not only the quantities consumed
and produced, but also their prices. Figure 2
shows catfish, beef and broiler prices from 1970 to
1990, In 1970, catfish prices averaged $2.15 per
pound, while beef prices averaged $1.98 per pound
and chicken prices averaged $0.68 per pound.
Although the inflation-adjusted price of all three
goods has decreased between 1970 and 1990, the
price of broilers has decreased much more than

beef or catfish. This may explain the higher grog
rates of per capita broiler consumption. ,

Production by States

Although catfish is grown commercially in
several states, a few states dominate the process.
Table 1 shows that the six largest producing states
account for roughly 94 percent of U.S. catfish
sales, 71 percent of all operations and 93 percent
of water surface area devoted to catfish produc-
tion. Moreover, approximately 80 percent of all
domestic catfish production occurs in the District
states of Arkansas, Mississippi and Missouri.

Mississippi is, by far, the largest catfish-
producing state in the United States. As of July 1,
1991, Mississippi had a little more than one-half of
the U.S. water acreage devoted to catfish produc-
tion and slightly more than two-thirds of U.8. cat-
fish sales. Although catfish production in Missis-
sippi is fairly widespread, two counties in the Delta
region account for more than one-half of the water
surface acreage. In fact, Humphreys County—with
31,865 acres—and Sunflower County—with 24,420
acres—each have more acres of catfish productigese
than any other state. )

As of 1990, catfish farming in Mississippi ac™
counted for approximately 17 percent of livestock
and products cash receipts and roughly 9 percent
of total cash receipts (excluding government pay-
ments). Furthermore, at $227 million, cash receipts
from catfish operations in 1990 exceeded the com-
bined cash receipts from corn, rice and wheat by
nearly $65 million.

The dominance of Mississippi catfish farming
is reinforced by looking at Arkansas—the nation’s
second-largest catfish-producing state. In 1990, Ar-
kansas had total sales of just under $30 miilion.
Although significant, this was still just over $1 for
every $8 sold by Mississippi growers. Similarly,
production acreage in Arkansas, at about 21,000
acres, is less than one-quarter of that in Mississip-
pi. Moreover, the average size per operation is ex-
actly one-third as large as it is in Mississippi.

Catfish production in Arkansas cccurs in
several counties, but the greatest concentration is
located in the extreme southeastern counties of
Chicot and Ashley. Because of Arkansas’ diversi-
fied agricultural sector, the catfish industry does
not generate as large a share of agricultural output
as it does in Mississippi. In fact, in 1990, catfish
sales in Arkansas were 1.1 percent of livestock
cash receipts and an even smaller 0.7 percent o
total cash receipts.

Missouri is the only other District state to
have significant commercial catfish production. As
of July 1991, Missouri had 2,800 water surface
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acres engaged in production. This was same as last
year and an increase of 200 acres from two years

. Total sales, however, increased from $2 mil-
in 1989 to $2.6 million in 1990. Other Dis-
“trict states that have catfish production include
illinois, Kentucky and Tennessee. These states
have relatively small operations, though, with each
under 500 total acres.

Challenges Faced by the Catfish
Industry

According to analysts, the largest obstacle fac-
ing the catfish industry today is over-capacity in
the processing sector. Although it is estimated to
be at least 50 percent—and possibly as much as
100 percent or more—processing capacity con-
tinues o increase.

This expansion has tended to increase the sup-
ply of catfish and reduce the real price of catfish
received by the processing firm. In 1989, total
processor sales of catfish {in pounds) increased
17.9 percent from the previous year; in 1990,
although fairly moderate, the increase was 3.9 per-
cent. Through September of this year, processor
sales are running 5.9 percent ahead of last vear’s
total. During the same period, real prices received
by catfish processors have declined from an aver-
of $1.87 per pound in 1988 to $1.71 per
nd for 1990 (see figure 2). Moreover, since

January 1991, real processor prices have fallen
from $1.61 per pound to $1.48 per pound; this is
nearly a 21 percent decline in real prices in a little

more than two years, and the lowest price in
roughly six years. Consequently, profit margins
have likely shrunk or turned negative for some
processors. Economic theory suggests that those
processors who are the least efficient at employing
their economic resources will likely be forced out
of the business.’

Despite this problem, the industry continues to
add capacity.® One explanation for this puzzling
behavior might be that future prices are expected
to be significantly higher, though there is no evi-
dence to support such an explanation. Two other
explanations provide better insights. First, grants
have been issued by federal and state governments
to build catfish processing plants in economically
depressed areas with a goal of creating jobs. Se-
cond, catfish growers, lacking a viable marketing
alternative for their product, band together to build
a processing plant. Given that 75 percent fo
85 percent of all processing plants are farmer-
owned, this behavior may have been a response to
the high growth in stocking rates undertaken by
growers since the late 1980s.

A second, more long-term challenge facing the
catfish industry is how to increase product aware-
ness. The broiler industry faced an identical
problem in its recent history. As the broiler indus-
try developed new marketing technigues {admitted-
ly, other factors such as vertical integration and
mass production played a significant part as well),
the industry began to post impressive growth.

A recent study found that slightly more than
one-half of the respondents to a nationwide survey
had heard of farm-raised catfish.” More important-
ly, the study also found favorable attitudes toward




Table 1
Catfish Siatistics By Siale

No, of Water Surface Average Acres
State Operations? Area? Sales? per Operation
Arkansas 202 20,700 $ 29.6 102
Alabama 353 18,700 241 53
Louisiana 225 14,500 15.2 84
Mississippi 310 95,000 227.4 306
Missouri 125 2,800 2.6 22
Texas 202 3,300 8.0 i6
Total U.S. 1,988 166,180 323.2 83

"Measured as of July 1, 1891, Water surface area measured in acres,

2Total catfish sales for 1980 in miliions of dollars.

SOURCE: Operations and water surface area taken from Aguacuiture Situation and Cutlook, United States Depart-
ment of Agriculture (September 1981). Total sales listed in Aquaculture Situation and QOutlook (March

1991).

catfish among consumers, grocers and restaurants.
Not surprisingly, favorable attitudes tended to be
the highest in the South and the lowest in the
Northeast. These favorable inclinations may have
induced the McDonald’s Corporation to test-market
a catfish sandwich in parts of five Southern states.
Such marketing attempts by fast food chains,
grocers and restaurateurs, as well as those by the
industry itself, appear to be essential to continued
expansion of the industry.

The industry faces other challenges as well.
These include issues related to waste disposal in
the growing and processing sectors and the poten-
tial gains that could result from genetic engineer-
ing, such as nutritional improvements and produc-
tivity gains resulting from a more efficient feed
conversion process.

Because the catfish indusiry has become an
important economic entity in the Delta Region,
another concern is the maintenance of a viable
labor force.® Although the industry is relatively
capital-intensive, the demand for experienced wor-
kers, whether in the growing or processing sector,
remains high. As a consequence, average {(nomi-
nal) wages in the processing sector have risen by

approximately 20 percent since last year. Although
this wage increase resulted primarily from collec-
tive bargaining agreements reached last year be-
tween catfish processors and workers’ unions, the
fact remains that processors were willing to pay
even higher premiums in some cases because of
shortages of workers with certain skills.

¢
Summary

Few industries in the agricultural sector can
match the high growth rates posted by the farm-
raised catfish industry during the last 20 years.
Although the growth rate has slowed somewhat,
the increasing importance of fish in the consumer
diet should enable catfish to play a larger role in
the future. Whether the catfish industry can be-
come the high-growth broiler industry of the 1990s
is not certain. What is certain, however, is that the
farm-raised catfish industry faces many of the
challenges—and opportunities—inherent to a rela-
tively new industry.

"The author wishes to thank Seymour Johnson, Mike
McCall and David Harvey for providing assistance.

2.8, commercial fish landings are classified as harvest
of wild fish species (for example, salmon, shrimp or
crabsy and exclude aguaculture products such as cat-
fish or troul.

3Catfish prices tend to be seasonal. The price of the
good, therefore, will be at its highest (lowest) when de-
mand for the gooed is at its peak (irough).

“Measuras of per capita consumption are on an edible
waight basis.

sA good sxample would be the bankruptcy of a large
processor in Texas, which had difficulty competing in
the current market environment of tight profit margins.

8See the Catfish Journal, Catfish Farmers of America
(April 1981}, p. 8 and p. 11.

7See Carole Engle, ef. al. “The U.8. Market for Farm-
Raised Catfish: An Overview of Consumer, Supermar-
ket and Restaurant Surveys,” Arkansas Agricultural Ex-
periment Station, Bulletin Number 925 {September
1990).

8These and other issues are discussed in David Harvey,
Aguaculiure Situation and Quilook, United States
Department of Agriculture (September 1891). &
sAccording to one unofficial estimate, the catfish indus-

try annually contributes aimost $2 billion to Mississip-

pi’s economy and employs approximately 8,000,




