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Objective

Anticipated Benefits

Evaluate the economics for ornamental fish growers to either individually or coop-
eratively market their products directly to U.S. West Coast retailers.

This project will seek to respond to the following question posed by many fresh-
water ornamental fish growers: “Is it economically viable for producers to directly
market their product(s) individually or cooperatively?”

Work Progress and Principal Accomplishments

Evaluate the economics for ornamental fish growers to either
individually or cooperatively market their products directly to U.S.
West Coast retailers.

The first part of this project has been devoted to the first two stated tasks: (1) to
compile an updated profile of all commercial growers in freshwater ornamental
production in Hawaii, including their production volume and prices by species and
current marketing channels and (2) to identify the various possible direct marketing
channels available for producers. A draft report summarizing the major findings of
the survey has been prepared and is currently under review by various concerned
parties. An extract of the summary findings is presented below.

Surveys were distributed to over 100 Hawaii aquaculture ornamentalists. Nearly
40 survey responses were received, with 16 responses from individuals actively
engaged in freshwater ornamental production. The survey responses were
consolidated to generate a profile of the industry and report on issues affecting
Hawaii’s freshwater ornamental aquaculturists (producers). In addition, 15 industry
members were contacted by phone and in person to obtain a more in-depth view
of the industry based on the perspectives of producers, wholesalers, and retailers.

Project staff conducted
a survey of the fresh-
water ornamental
industry in Hawaii and
summarized the find-
ings in a report.
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The freshwater ornamental fish producers responding to the survey reported a
combined sales of over $120,000, or approximately half of the estimated freshwater
ornamental aquaculture industry. Most of the ornamental enterprises reported they
have fewer than four employees and have been in business for over six years.

Based on the producers responding to the survey, guppies, swordtails, and platys
were the most commonly stocked species. Koi, swordtails, and gouramis
contributed to over half of the product value (25.7%, 20.0%, and 7.3%,
respectively). Swordtails, gouramis, and platys contributed to nearly half the volume
of sales (23.5%, 16.1%, and 8.7%, respectively). According to the 2003 geographic
distribution of the freshwater ornamental fish sales reported, approximately 29%
of products sold remained in Hawaii, while 71% were bound for the mainland. A
total of 65% of fish sales were conducted through wholesalers shipping products
to the mainland, whereas 4% were sold directly to mainland retailers.

According to those surveyed, the most salient issues among freshwater ornamental
producers are low prices, distribution, and resource costs (feed, water, and energy).
In order to obtain higher profit margins, Hawaii ornamentalists could sell products
at retail prices directly to the mainland. Retailers, who have access to a number of
local, national, and international supply channels, control freshwater ornamental
fish prices. Wholesalers compete for market share, exerting downward pressure
on farm gate prices. Based on the proportion of sales transacted through
wholesalers, producers could conceivably sell as much as 65% of their products
(in value terms) directly to retailers if they were willing to take on the risk and
responsibilities traditionally carried out by wholesalers. According to those
responding to the survey, 11 out of 14 ornamentalists indicated that they would
consider taking on greater risk by selling their products to mainland retailers.
However, based on current production size and scope of Hawaii freshwater
ornamental farmers, farmers may not be able to single-handedly provide the
consistency and variety demanded by retailers.

Distribution is affected by a number of factors, particularly, agricultural inspection
and shipping. Ornamentalists feel that government support of the industry could
help to streamline the agricultural inspection process. For example, they might
permit producers who comply with a certification program to bypass airport
inspection of approved products when shipping ornamental fish to the neighbor
islands. Shipping cost is a general problem for Hawaii businesses. However,
discounted airline cargo rates are available for shipping live fish. In addition,
ornamental aquaculturists who are members of plant and cut flower associations
may be able to obtain discounted shipping rates through carriers such as FedEx.
Nonetheless, it may be difficult for many of Hawaii’s ornamental aquaculturists to
sell the volume needed to benefit from the discounted rates offered (equivalent to
approximately 100 lbs). A cooperative effort, either casually or formally, may be
needed to combine shipments in order to benefit from the discount shipping rates.
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Finally, ornamentalists could increase profit margins by reducing their resource
costs. Forming alliances, such as agricultural cooperatives, can help to reduce
farmers’ production costs by leveraging volume discounts and spreading out
marketing costs. Feed and packaging, for example, could be purchased by a
cooperative in bulk quantities at a discount and sold to members of the cooperative.
The effectiveness of such organizational structures among Hawaii freshwater
aquaculture ornamentalists, however, depends on the quality of its members and
rules governing organizational decision making.

Work Planned

The second half of this project is targeted to the third stated task: to assess the
economic feasibility of the identified direct marketing channels and also the advan-
tage of acting as a group as compared to individual marketing effort. Preliminary
cost information has been obtained from ornamentalists and directly from vendors.
The cost information will be used to build a preliminary budget for analyzing the
feasibility of marketing freshwater ornamentals directly to the West Coast. Partial
budgeting will be utilized as the basic framework for the assessment, i.e., account-
ing for the additional costs and additional revenue for each alternative.

Impacts

This profile of Hawaii aquaculture ornamentalists, combined with industry per-
spectives and marketing outlook, provides producers with a starting point for evalu-
ating the prospect of direct marketing to the West Coast.  The advantages of
direct marketing depend on individual business operations, including actual prod-
uct lines, extent of marketing promotion, operating costs, and desired profitability.
An investigation of the financial impact of direct marketing, along with the insights
of Hawaii ornamentalists presented in this report, can help freshwater ornamental
practitioners to carry out informed business decisions.
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