
.;--(g"'~f

L-1770
~.,

ESTIMATED COSTS AND RETURNS OF
CONTRACT BROILER PRODUCTION
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The broiler industry in East Texas has grown
steadily since its beginning in the late 1940's and early
1950's. Broiler production has changed from small,
hand-fed, farm units of 1,000- to 3,000-bird capacity
to 60,000 birds or more with automatic feeding and
watering.

Broiler growers in the early days financed their
operations locally. When the birds were ready for
market, the grower either sold the birds directly to
dressing plants or through a broker. High profits
during the early 1950's encouraged a rapid expansion
in the broiler industry. However, as production in
creased, profit margins narrowed. Finally, individual
growers could not bear the financial risks involved in
broiler production and marketing. Many were forced
out of business.

Integration Increases Efficiency
Integration evolv d as a means of producing broil

ers at a lower cost. Through integration, much of the
risk and uncertainty is eliminated for the grower.
Integrated companies can secure the financing neces
sary for continuous production and are better able to
withstand short-term losses without facing bank
ruptcy.

An integrated company owns or controls the
breeders, hatchery, feed mill and processing plant
and contracts with individual farmers to raise broilers.
With integration, management and production deci
sions such as when to place chicks and what age to
market birds are made by the company. Integration
results in cost efficiency and stabilizes the industry.

While broiler production requires less land per
$1,000 return to labor and management than a cow
calf operation or a dairy operation, a broiler and a
cow-calf operation are an excellent combination. In
fact, the broil r enterprise complements the cow-calf
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operation. Broiler litter is good fertilizer for pastur s
and can be used in rations for mother cows and
stocker calves. The cow-calf operation can comple
ment the broiler enterprise by providing an opportu
nity to utilize available land, labor and machin ry
fully.

Investment Required
Building. Houses constructed recently contain

about 12,800 square feet and house 16,000 birds.
Usually, broiler houses are filled to capacity during
the spring and fall months and fewer birds are placed
in these buildings during the hot summer months.

Construction costs have risen rapidly during re
cent years. Some growers have been able to save
money by purchasing materials, supervising the con
struction and providing some labor. Others have used
materials such as sheet metal and framing from older
or abandoned broiler houses to reduce costs. Con
struction costs vary because of different specifications
required by different companies.

Recent costs for broiler houses have averaged
$2.24 per square foot of floor space (Table 1). These
costs include the earthen pad, building, plumbing
and Wiring.

Equipment. Equipment for a broiler house with a
16,000-bird capacity costs about $1.15 per square foot
of floor space. This includes the cost of automatic
feeders, brooders, waterers, time clocks, fans, cur
tains, etc. (Table 1).

Allied Equipment. Additional facilities and equip
ment must be kept in mind when planning financial
arrangements. Some of the more common items in
clude a well and water system, an incinerator for dead
bird disposal, a tractor and a manure spreader.

Total estimated investment for a 16,000-bird
broiler house is shown in Table 1. Investment in
allied equipment may average about $.30 per square
foot of floor space.
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Table 1. Estimated investment required for a broiler house with a 16,000 bird capacity.

Costs
Per

Square Foot

Building (12,800 sq. ft.)

Equipment
Automatic feeder
Feed bin, 14.7 ton
Brooders
Waterers
Fans (including timers, shutters, thermostats, etc.)
Curtains
Medicator
Other (cart, clocks, etc.)

Major Investment

Allied Equipment a

Water well and system
Generator
Incinerator
Manure spreader
Tractor

Total Investment

aOptional equipment which mayor may not be desired or needed.

$5,100
2,000
1,920
2,350
1,750
1,200

150
250

$28,672

14,720

$43,392

±3,840

$47,232

$2.24

1.15

$3.39

± .30

$3.69

Table 2. Estimated labor requirements, 16,000-capacity house by
age of birds.

Labor Requirements
Regular Care. Labor required for the care of birds

varies according to the age of the chicks. The labor
required by several East Texas growers is shown in
Table 2. The figures are comparable to the time
required by an experienced grower for a 16,000-bird
house. New growers should plan to spend more time
in the broiler house until the routine is learned.

Labor requirements vary, but one man should be
able to care for a 64,000-capacity broiler operation
after the birds are 2 weeks old. Additional labor may
be needed for a 64,000-broiler operation when the
chicks are younger.

Clean Out. The most common practice in East
Texas is to completely clean out the litter after every
fifth or sixth batch l of birds, depending on the condi
tion of the litter and disease problems. A 16,000
capacity house can be cleaned out in a day with
proper equipment. Some hired labor is usually in
volved in the cleaning operation. Caked or damp
litter that has accumulated around feed and water
troughs is r moved after each batch. A custom clean-

1The term "batch" is used synonymously with "brood" and
generally defines the period of production from day-old chicks
to the time they are marketed (about 7 weeks).

Age

1 day to 2 weeks
3 to 5 weeks
6 weeks to market

Hours Required Per Day

4.20
1.60
1.62

out service is available for each operation in most
areas. The custom rate costs from $25.00 to $40.00
per load of litter that is spread on the land or hauled
from the premises. A 16,000-capacity broiler house
contains 15 to 16 loads oflitter after 1 year or after five
batches of birds have been grown.

After each batch of broilers, 10 days to 2 weeks is
required to clean equipment and prepare for new
chicks. Allowing a 14-day clean-out and preparation
schedule, a grower can produce five to si (5.5 aver
age) batches per house per year. If mor volume is
needed by the integrator, chick placement may be
made within a week after marketing birds.

Grower Contracts
Contract payments to broiler growers vary with

the integrator. Usually contracts are competitive and
yield similar gross incomes for th growers. The
contracts are specific in spelling out th responsibility
of each party and defining the basis of payment. Most
contracts have a built-in incentive that encourages
efficient production, but prospective growers may
want to compare different contracts and weigh the
advantages and disadvantages of each.

Returns, Variables and Fixed Costs
Returns. Grower payments range from 13 to 18

cents per bird depending upon th company and
contracts. An average of 14 cents is used in the budget
shown in Table 3. With good manag m nt, about 97
percent of the birds placed will be sold. 3 p rcent
death loss is average for normal conditions, but can be
much higher during extremely hot or cold w ather.

The majority of growers use L. P. gas for heating.
Heating is one of the most expensive items incurred



Table 3. Estimated costs and returns of contract broiler production per 16,000-bird capacity house (based on a four-house unit with 5.5
batches grown per year).

Gross Returns
Broilers
Heat Allowance

Variable Costs
Electricity
L.P. Gas
Shavings
House Clean-Out
Supplies

Equipment: Fuel, Oil, Repair
Bldg. Repair and Maintenance
Labor
Interest on Operating Capital

Total Variable Costs

Return Above Variable Costs

Fixed Costs
Interest on Investment:
-Land: 1 acre, $800 @ .12
-Building and Equipment

$20,200.00 Avg. Value @ .14
Depreciation (house, equipment), taxes, ins.

Total Fixed Costs

Total Costs
Net Returns

Unit

Head
1,000 Head

KWH
Gallons

Load
Dollar
Dollar
Dollar
Dollar
Hours
Dollar

Quantity

88.000
32.0

4.000
2,000

4

500
2.828

Price or
Cost/Unit

$ .14
25.00

$ .06
.84

150.00
100.00
100.00

4.50
.14

Per 1000
Total Birds

$12,320 $140.00
800 9.09

$13,120 $149.09

$ 240 $ 2.72
1,680 19.09

600 6.81
100 1.13
100 1.13
168 1.90
80 .90

2,250 25.56
396 4.50

$5,614 $ 63.79

$ 7,506 $ 85.29

96 1.09

2,828 32.13
3,000 34.09'

5,924 67.31

11,538 131.11
1,582 17.97

by the grower. Companies contribute to the fuel costs
by paying a heating allowance for several batches per
year or for a certain number of months per year.
Payments range from about $20 to $30 per thousand
birds sold during winter months.

Variable or Operating Costs. These costs vary
with the number of birds grown in a year. The grower
furnishes the required labor and pays for electricity,
gas for heating, shavings, clean-out and new bird
preparation. The company (integrator) furnishes
chicks, feed, medication and markets the birds. The
company maintains regular contact with the grower
through the company's service personnel. The ser
viceman observes the overall performance of the
birds, does "trouble shooting" and suggests manage
ment practices.

The annual variable costs of a 16,000-bird broiler
house are estimated at $5,614.00, including 500 hours
of labor at $4.50 per hour. The cost of removing the
litter (clean-out) and new bird preparation is assumed
to equal the custom rate. In many instances these
costs are less when adequate family labor is available.

Fixed Costs. Fixed costs include depreciation,
interest, insurance and taxes. These fixed (ownership)
costs do not vary with the number of birds grown
annually. The fixed costs for a 16,000-capacity house
total $5,924.00 per year (Table 3). Depreciation is

computed on straight-line method: the broiler house,
20 years; feeders, brooders and fans, 10 years; cur
tains and waterers, 6 years; the feed bin, 15 years;
other equipment such as tractor, generator, in
cinerator and manure spreader, 10 years. Interest on
the average value of the house and equipment is
calculated at 14.0 percent.

Because returns vary with different contracts and
growers, various levels of payments per bird and the
resulting net returns are shown in Table 4. Heating
allowance, variable and fixed costs used in arriving at
the net returns are the same as shown in Table 3.

Table 4. Estimated net returns of a 16,000-capacity broiler
house with varying contract payments per bird; 5.5
batches per year.

Per Year

Payment Per Net Return Net Return Per
Bird Per House 1,000 Birds Sold

$.13 $ 701.36 $ 7.97
.14 1581.36 17.97
.15 2461.36 27.97
.16 3341.36 37.97
.17 4221.36 47.97
.18 5101.36 57.97



Broiler Litter
Litter from the broiler enterprise is a valuable

ass t if properly utilized. Result demonstrations con
ducted in East Texas by county Extension agents have
shown that broiler litter is worth approximately $30
per ton when applied to bermudagrass meadows.

Broiler litter also can be used as a livestock feed. A
demonstration conducted in acogdoches County
showed that broiler litter and grain were profitable
wh n fed to stocker calves while grazing winter pas
ture. A total of 900 pounds of gain per acre was
produced on a small grain-ryegrass pasture when the
cal s w re supplement d with a 50-50 litter-grain
mixture. The feeding of the broiler litter-grain mix
ture permitted a higher stocking rate than normal and
insured good gains during periods of cold weather
wh n pasture growth stopped.

A 16,OOO-capacity broiler house contains about 60
tons of litter after five batches of birds have been
produced. Broiler litter can be valuable and its use
should b consid red when making the decision to
enter the broiler business.
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