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ECONOMIC ANALYSIS OF SWINE ENTERPRISES,
PLAINS AREAS OF TEXAS
PARTIAL CONFINEMENT SYSTEMS

William R. Masch¥

Recent advances in swine production techmology and in favorable
prices have resulted in a rapid expansion of the swine industry in cer-
tain areas of Texas. The profit margin per head for operators already
in the business has been quite attractive, and many farm operators are
considering swine as a possible supplemental enterprise in their farming
operation.

I1f a farm operator has the management ability and available capital,
incorporating a swine enterprise into his farm plan can provide a means
of maintaining or perhaps increasing net income.

The following budgets may be used as guidelines by farmers and their
financiers, investors and other considering swine as a possible business
venture. Because of the recent increases in construction costs, a newly
constructed swine enterprise may not show a profit margin as high as an en-
terprise constructed when costs were lower. Investors, farmers and others
considering a swine enterprise must make their decisions based on what is

possible with current construction costs, expected feed costs and expected

* National Defense Education Act Fellow, Department of Agricultural
Economics and Sociology, Texas A&M University.



slaughter swine prices. The following tables and budgets reflect con-
struction and feed costs that existed when these budgets were prepared

1/

(summer 1969). Budgets and tables were developed mainly from personal

interviews with producers and university personnel.

ASSUMPTIONS
These budgets were constructed assuming two different levels of man-
agement - '"above average'" and "average" management. The '"above average"
management is generally expected to save more pigs per litter and obtain a
higlier feed conversion ratio than '"average'' management. Specifically, the
assumptions made concerning the tables reflecting "above average'" management
practices were as follows:
1. 2.2 litters per sow per year
2. 8.5 pigs marketed per litter
3. 45-pound sale weights for the feeder pig enterprise and 40-pound
weaning weights for the farrow to finish enterprise
4. A feed conversion ratio of 3.2:1 in the finishing house
5. An overall, including sow and boar feed, conversion ratio of 3.84:1
6. Milo costing $2.40 per hundredweight including mixing, grinding and
hauling charges
7. Specific-Pathogen-Free (SPF) breeding stock
8. Other expenses and incomes as noted in the footnote section of the

budgets.

l/This material was taken from a study by W. R. Masch, NDEA Fellow, De-

partment of Agricultural Economics and Sociology, Texas A&M University, which
includes an analysis of the supplemental position of swine with other possi-
ble farm enterprises on the High Plains of Texas.



The assumptions made concerning the tables reflecting "average' manage-
ment practices that differ from '"above average' management were as follows:

1. 2.1 litters per sow per year

2. 7.6 pigs marketed per litter

3. A feed conversion ratio of 4:1 in the finishing house

4. An overall, including sow and boar feed, conversion ratio of 4.6:1.

RESULTS
The estimated initial investment necessary to start a 120 sow herd,

excluding land and truck cost was $67,709 for a farrow to finish swine enter-
prise and $47,307 for a farrow to feeder swine enterprise. With land and
truck cost included, the initial investment was estimated at $72,709 for the
farrow to finish enterprise and $52,307 for farrow to feeder. These esti-
mates apply specifically to the plains areas of Texas during the summer of
1969.

Above Average Management

The following tables vividly show the importance of good management
practices in the farrowing, nursery, and finishing houses.

In Tables 4 - 4, the column headed $2.40/cwt., milo is the summary of
the costs developed throughout this study. This $2.40/cwt. for milo repre-
sents $2.00/cwt. for grain, and a $0.40/cwt. storage, grinding, mixing and
hauling charge. Because milo prices are seldom stable for any period of time,
breakeven analyses were developed, using four milo prices.

As the price of milo, the major component of the swine ration, changes,
the finished swine price necessary to cover all production costs also

changes. Table 1 contains the price of feeder and finished swine necessary



to repay production costs including labor, assuming '‘above average" manage-

ment.
Table 1. Breakeven Analysis; Above Average Management
Milo prices ..$1.70 $1.80 $1.90 $2.00
Cost Item Milo costs —...$2.10 $2.20 $2.30 $2.40

Farrow-feeder Enterprise

Variable costs/hd. $12.51 $12.63 $12.75 $12.87
Investment cost/hd. 3.36 3.36 3.36 3.36
Total costs/hd. $15.87 $15.99 $16.11 $16.23

Farrow-finish Enterprise

Variable costs/cwt. $14.50 $14.76 $15.02 $15.28
Investment cost/cwt. 2.13 2.13 2.13 2.13
Total costs/cwt. $16.63 $16.89 $17.15 $17.41

-E/Milo costs include $0.40 per cwt. storage, grinding, mixing and hauling
charge.

Assuming that prices of all other feedstuffs remain constant, a decrease
in milo price of $0.10/cwt. reduced finishing production cost by $0.26/cwt.
and feeder production cost by $0.12 per head, given "above average' manage-
ment practices as defined.

In the farrow to finish enterprise, with '"above average" management, fin-
ished swine prices at $18.75/cwt., and feed costs as shown (Table 5), re-
turns to management are $63.58 per sow (Table 8). If milo costs declined
to $2.30/cwt. (milo priced at $1.90/cwt. and the same $0.40/cwt. storage,
grinding, mixing and hauling charge), returns to management are increased by

$10.70 per sow (Table 2).



Table 2. Costs and Returns per Sow as Milo Price and Slaughter Swine
Price Change, Above Average Management

Milo prices ..$1.70 $1.80 $1.90 $2.00
Cost Item Milo costs —...$2.10 $2.20 $2.30 $2.40

Farrow-finish

Costs per sow

Variable costs $596.53 $607.23 $617.92 $628.62

Investment costs 87.63 87.63 87.63 87.63
Total costs $684.16 $694.86 $705.55 $716.25

Net Returns per sow (Returns to Management)

Swine Prices/cwt.hj

$16 (gross receipts/sow $658.24) $-25.92 $-36.62 $-47.31 §$-58.01

$18 (gross receipts/sow $740.52) 56.36 45.66 34.97 24,27

$20 (gross receipts/sow $822.80) 138.64 127.94 117.25 106.55

$24 (gross receipts/sow $987.36) 303.20 292.50 281.8% 271.11

Farrow-feeder

Costs per sow

Variable costs $233.94 $236.18 $238.43 $240.67
Investment costs 62.83 62.83 62.83 62.83
Total costs $296.77 $299.01 $301.26 $303.50

Net Returns per sow (Returns to Management)

Swine Prices/hd;E/

$12.24 (gross receipts/sow $228.89) $-67.88 §$-70.12 $-72.37 §$-74.61
$13.77 (gross receipts/sow $257.50) -=39.27 -41.51 -43.76 -46.00
$15.30 (gross receipts/sow $286.11) -10.66 -12.90 -15.15 -17.39
$18.36 (gross receipts/sow $343.33) 46.56 44.32 42.07 39.83

-E/Milo costs include the $0.40/cwt. storage, grinding, mixing and hauling
charge.

E-/220 pound finished pig, 2.2 farrowings per sow per year, and 8.5 pigs
marketed per litter.

</

Price per head of feeder pig is arrived at as follows:

1.7 x Price of Finished Swine x 45 Pounds = Price Per Head.




Average Management

Table 3 contains the price of feeder and finished swine, with "average"
management, necessary td cover all production costs, again including labor,

connected with a farrow to feeder pig and a farrow to finish pig enterprise.

Table 3. Breakeven Analysis; Average Management

Milo pricesa ..$1.70 $1.80 $1.90 $2.00
Cost Item Milo costs —...$2.10 $2.20 $2.30 $2.40

Farrow-feeder Enterprise

Variable costs/hd. $13.60 $13.74 $13.88 $14.02
Investment cost/hd. 3.94 3.94 3.94 3.94
Total costs/hd. $17.54 $17.68 $17.82 $17.96

Farrow-finish Enterprise

Variable costs/cwt. $17.53 $17.86 $18.19 $18.52
Investment cost/cwt. 2.49 2.49 2.49 2.49
Total costs/cwt. $20.02 $20.35 $20.68 $21.01

a/

—'Milo costs include $0.40 per cwt. storage, grinding, mixing and hauling
charge.

As milo price decreases by $0.10/cwt., assuming all other feeds remain
constant, finishing production costs decreased by $0.33/cwt., and feeder
plg production costs decreased by $0.14 per head.

Table 4 contains the costs and returns per sow, with "average" manage-
ment, as milo and swine prices change.

Given today's high operating and investment costs, supplemented with
the unlikely probability of prices exceeding $22/cwt. for finished hogs over
long periods (Table 15), production of swine under the conditions defined

as "average" management is not likely to be very profitable.



Table 4. Costs and Returns per Sow as Milo Price and Slaughter Swine
Price Change, Average Management

Milo pricesé .§1.70 $1.80 $1.90 $2.00
Cost Item Milo costs =..$2.10 $2.20 $2.30 $2.40
Farrow-finish
Costs per sow
Variable costs $615.51 $627.10 $638.69  $649.57
Investment costs 138.34 138.34 138.34 138.34
Total costs $753.85 $765.44 $777.03 $787.91
Net Returns per sow (Returns to Management)
Swine Prices/cwt.hj
$16 (gross receipts/sow $561.76) $-192.09 $-203.68 $-215.27 $-226.15
$18 (gross receipts/sow $632.02) -121.83 -133.42 -145.01 -155.89
$20 (gross receipts/sow $702.24) ~-51.61 ~-63.20 -74.79 -85.67
$24 (gross receipts/sow $842.69) 88.84 77.25 66.06 54.78
Farrow-feeder
Costs per sow
Variable costs $217.06 $219.29 $221.52 $223.76
Investment costs 62.88 62.88 62.88 62.88
Total costs $279.94 $282.17 $284.40 $286.64
Net Returns per sow (Returns to Management)
Swine Prices/hd.sy
$12.24 (gross receipts/sow $195.35) $-84.59 $-86.82 $-89.05 $-91.29
$13.77 (gross receipts/sow $219.77) -60.17 -62.40 -64.63 -66.87
$15.30 (gross receipts/sow $244.19) -35.75 -37.98 -40.21 -42.45
$18.36 (gross receipts/sow $293.03) 13.09 10.86 8.63 6.39

-E/Milo costs include the $0.40/cwt. sterage, grinding, mixing and hauling

charge.
b/

marketed per litter.

-E/Price per head of feeder pig is arrived at as follows:
1.7 x Price of Finished Swine x 45 Pounds = Price Per Head

220 pound finished pig, 2.1 farrowings per sow per year, and 7.6 pigs




CONCLUDING COMMENTS

Throughout these budgets, all labor has been charged $1.50 per hour.
If, however, the owner-operator had supplied one man-year of labor, 2,500
hours, to the "above average" finished swine operation, his labor-management
return would include the $7,659.74 return to management (Table 8) plus
$3,750.00 reduced payment to labor. This would represent a total return to
the owner-operator of $11,409.74 annually.

For the farrow to feeder enterprise with '"above average'" management,
the total return to the owner-operator would be $2,059,75 (Table 10). In
other words, the feeder pig enterprise, even with above average management,
returns substantially less than $1.50 per hour to the owner-operator.

Neither the farrow to finish nor the farrow to feeder pig enterprise
under average management ylelds sufficient gross income to pay all costs of
production, let alone any labor or management return to the owner-operator
(Tables 12 and 14). All of the above returns assume a price of $18.75 per

hundredweight for a 220 pound hog and $2.40 per hundredweight cost of milo.
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Table 5. Swine Ration and Ration Costs

Price Number
pera/ of / Total
Ration Unit  Unit— Units— Cost
Ration A
Grain sorghum cwt. $2.405/ 14.81 $35.55
Soybean oil meal cwt. 5.50 4.15 22.83
Dehydrated alfalfa cwt. 3.40 .50 1.70
Deflorinated phosphate cwt. 6.00 .33 1.98
Salt cwt. 1.35 .10 .14
Trace minerals cwt. 10.00 .03 .30
Vitamins cwt. 25.00 .05 1.25
Antibiotics 1b. .40 .03 1.20
Total 20.00 $64.95
Cost of Ration A cwt. $3.25
Ration B
Grain sorghum cwt. $2.405/ 15.90 $38.16
Soybean o0il meal cwt. 5.50 3.10 17.05
Dehydrated alfalfa cwt. 3.40 .50 1,70
Deflorinated phosphate cwt. 6.00 .32 1.92
Salt cwt. 1.35 .10 .14
Trace minerals cwt. 10.00 .03 .30
Vitamins cwt, 25.00 .05 1.25
Total 20.00 $60.52
Cost of Ration B cwt. $3.03
Ration C
Creep feed cwt. $§5.75
a/

='Estimated prices paid for feedstuffs, summer 1969.

E-/Rat:ion composition supplied by Dr. Donald B. Hudman, TAES, TAMU.

E-/Milo costs include $0.40/cwt. charge for storage, grinding, mixing and

hauling.




12

€E EEE TS 00°000°02$ ST 00°000°0T$ T°°"°**°°°°°c*°°°°rr(9snoy Iad iapesy YInNq UO3I-3UO
¢sodyd 1oysueal pue ucoBel {a@3eoy AId 000°00T

‘¢dueT jeoy ‘siapoa3y deoio 87d ‘sioasiem mos
TenpFATPUT $¢sa1e1d Supmoliiey Telsuw [Te {eaae
10073 @2Yy3 jo ¢ suej pue sped {sjels Teisu
‘moox ysem ‘20FJJo ‘IrEIs Surmoaaey ayjl jo pus
yoeo U0 9TST "3IF € “OTST I93juad °33 ¢ :syTeEIS
.8 X ,6 £3uemi yITm ¢,G6 X ,G7) °@SNOH Buimoiaeg

0%°4v6$ 00°80S$ L9°%8$ Te3lol
09t 00°%e T 00°6 Qreereteenesesessitasettientuttetetaets(13DBR] PUBY
‘qers @39aouod °33 °*bg 9T uo Id9193EM OFIEWOINY
ow-omm QO.#quw m ON-mhm w.......lcoono.ollo.noooo.nuo.cvww“mno %HHNU.“H“UOHU

‘2ougl 2ITM uadaom ‘uad ,07 X ,ST UFT Spays I00T1J
-p1fos ‘juoaj-uado ,g X ,G) suad 3ujpoasig pue Ieog

0%°8STS 00°9€%°TS 00°6S€ES 1e301

OO.QO OOQONm m. oo.om .—N-n-o-nooo-o.ouo-oooﬂm-ﬂmop ﬁu.ﬁ—.m sMOS g HOM HQMHNSU
2ouajy suo ‘33 zad 0Z°0$ @ "33 08%T ¢(Burousy

ov°z 00°9¢€ <T 00°6 §°°***qeTs 23210uU00 °13 °*bs 9T uo iaxd3EM OdTIEWOINY

00°2¢ 00°08% ST 00°021 geoeceeceeceey8noal ,06 YITA ,06 X 8 qBTS 93910U0)

00°Q9$ 00°009 0T 00°0ST yeoeec*+++asnoy 1ad sae8803 7 ‘s100TF-PTTOS ‘3juoiy
-uado ‘poys ,S6T X ,ZT ‘yo2e@ ,00Z X ,09) suad Mmog

—— 00°005°2% -- 00°00S$ S (310Y) puel

uotileroaadag 18097 TB3I0l °IT1 ITUn s3TUn ["EENA
Tenuuy n3asn 1ad Jo
1 saeax 31809 Iaquny

e3urmoaaeg STdTITNK
‘mo3eLg juowouTIUuO) TRIIIRJ ‘pisg MOS OZT B 103 ‘uoljeyoeadsq pue ‘juswisaaul ‘sa2TITTFOBI °9 °Tqel



13

Nhummw O*Nommmu.ﬁm ON o.NommmnHW Hooo.oo.c-ooo-o-o.o'-o-oaoo-'-uo'-'--nsmumhm Hmumz

00°0Z€‘T$ 00°008°6T$ ST  00°009°9% geeverereeeereeeoe e (@Rl J00T JO ZE SUEJ pue sped
¢gadyd 1o3sueal pue woode] {siapaai 03 wa3sLs

198ne y3afm osnoy ied ulq pe33 YINq UOI-Y ¢suad
7 1od 1opeaj-3[os uapoom ITOY-TT U0 ‘uad xod
191078M 2UO $¢S100T3F Pallels A[Telol ¢ £37oeded
81d 0oz ¢°33 °bs 9gcT ‘°TSF I°3WdD_ "33 y ¢‘suad
,8T X ,8 9ATaM3 UITA ‘8% X ,0%) 9SNOH SUTYSTUTA

ONQHOﬁW oc-w.ﬁQQmW m.ﬁ oo-wﬂcamw Hono--oncnc-oo.ooooooo-ao-u'-c.-o-o-ooo.oﬁmoa.ﬂm
193suell pue uoo3ey :suey pue sped eaie 100T1J

ay3 jJo ¢ fAaesanu 8td (9g¢ (OTST 193U 313 y ‘37d

1ad *33 *bs gg°g¢ ‘uad 1ad 19193EBM BUO ¢aajeay nNig

000007 ¢suad g 1od 1apoa3-JT35 3T0U-8 auo $S100TJ
jyeo pa3jers T ‘suad 60T X L uo93y81°e YITM
€,€9 X ,62) [estadisyus 1opoey. 03 moiiei] KIssinN

mm.ﬁ0¢w OO.ONO.OW ST OO.OHOaMw N........-.....-..........................AWOQHQ 193
-ue1l pue GOO&NH ¢{suel pue mUN& pale 10013 9yl JO

y¢ ¢Kiesanu 1ad s31d 00T $27ST I93ued °33 # 37d

1ad 33 °bs gg°¢ ‘uad 1ad 13193EBM BUO f193®9Y

n1d 000°00T fsued g iad 1opo93-JTas 2T0Y-g SUO

¢g100TJ eo pailers TI® ‘suad ,G°0T X ,/ Ue3 UM
¢ .66 X ,67) [9871d193ue YSTUTF 03 MOIIB] Kaesany

uoj3yefoeadag 380D TeBIOL  2IT1 aTun s3Tuf] walT
Tenuuy —n3yoasn xad jo
\nmummw 31s0) 1aquny

(penufauo)) 9 STqel



14

*poTaad
Sutuuetd ieef ue933TJ ‘sjuswederdaa posTel Yiim ieak yoes padeldaa ST pAdY MOS 3yl 3O wuﬂaulwao\w

*peay 1ad 00°€9$ 10 °SqT Q0% X G/°GT$ ST ‘sedTad aufms pPaysTUTI G/°8T$ YITAM ‘pIdy
Surpoaiq 9yl jo onfea aSeafes aYl °VASN ‘SYT ‘SOTISTILIS BUTIONIEBR HO0ISIATT ¢+3md> 1ad QQ°ES sem
sooTad 3718 pue MOlleq PUB MOS US9M19q TBTIUSISIITIP 9Y3l “89-G96T °siajiew aofew g 38 saoFad uo wwmmm\w
*00°00S$ ST ISTTEA] pue Onil jo anfea a3ea
-~TeS °s3Tun Mos (T @S2yl JO g °OOTAIIS A1o3enbope ueyj ozow TTFM ISTTEBII HO03S °33 8T pue m:&uam\m

*239 ‘sped ‘sdwey jeoy ‘sisiojem OTjemoIne °a°T {93IIT IeaL G B UEBY] SSIT SARY 03 umouy
smo3T @soyl 9oevTds1 03 sitedea pue soupusluTEw 103 A[Tenuue paSieyo ST JUSWISIAUT TBIO] JO Jusdaad
G eyl s3198pnq 193BY UT 930N °9IT] IedL GT ® SABY O] paunsse 918 SITITTIOBF 3Y3 jo £3TI0lem msa\m

*suoT3edoTTqnd SugpisTxa woaJ pue ‘sasonpoid surms
UITM SsoTAlsjur TRuosiad woaj padoTassp sem 3193pnq uorieroaadep pue ‘IuswlsaAuT ‘SITIT[TOERT mﬁak\m

(pueT Surpnyox?)

96°698°%$ 0%°607°0LS ostadiajug YsSTulJ 03 Mmoaaeg ‘uofieyosideq pue juswissAul Telo]
€C°TIO0‘TS 00°0S6°LT$ Te30]
£e°9eYy 00°0GL°T € 00°0s¢ L saeog
00°9/6% 00°00Z°9T$ \mmH 00°GETS 0CT 8MOS
—piay Sujpeoag
/P
(3003s Suyposiq pue puel SUTPNIOX3)
€7°L68°¢ES O%7°652°2S$ uoyrjeroaidaq pue juswlsaAUT TEIOL
00°0G%$ 00°005°Z$ < 00°000°GS$ \m&\a I9TTeR1L O03S pPuB ANYITd UOL-%/€
uorjeroaadaqg 3s0) Teiol ?ITT ITun s3TUf) wo3T
Tenuuy —[njosn xad Jo
\nmummw 31809 Iaqumy

(penurijuo)) °9 ITqelL



15

Table 7. Estimated Variable Costs, 120 Sow Herd, Farrow to Finish,
Partial Confinement System, Multiple Farrowing (Above
Average Management)

Unit Number Cost Total
or of per Cost per Total
Item Ration Units Unit Animal Cost
Feed Costs
Sowil
Gestation B 11.93 $3.03 $36.15 $4,338.00
Lactation A 12.00 3.25 39.00 4,680.00
Boar B 16.43 3.03 49,78 348.46
e
Creep feedE/ c .50 5.75 2.88 6,462.72
Swine feed— A 2.56 3.25 8.32 18,670.08
Swine feed B 3.20 3.03 9.70 21,766.80
Total feed costs $56,266.06
Marketing costs®/ y hd. 2,244 $1.00 $2,244.00
Veterinary and drugs— hd. 2,244 1.25 2,805.00
Electricity®/ hd. 120 3.12 374.40
Laborlt/ i hr. 4,488 1.50 6,732.00
Insurance— dol. 70,209.40 .01 702.09
Taxesd/ o hde 2,204 .15 336.60
Miscellaneous & repairs—' dol. 70,209.40 .045 3,159.42

Total Estimated Variable Costs

$72,619.57

a/

+,2.2 farrowings per year, and a 115 day gestation period.

E-Conversion ratio of 3.2:1 in the finishing house.

378.5 pigs marketed per sow per litter.

= Birth to 40 pounds, 50 pounds creep feed per head, Ration A 40 to 120
pounds, from 120 pounds to 220 pounds, Ration B.

+/Includes phone calls, pickup and trailer expense.

—7Veterinary and drug charge of $1.25 per marketed pig.

ﬁyElectricity charge of $3.12 per sow per year.

I-Two hours labor per marketed pig.

—YOne percent of total investment.
j-Taxes of $0.15 per marketed pig.
—'Four and one-half percent of the investment.
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Table 9. Estimated Variable Costs, 120 Sow Herd, Farrow to Feeder Pig,
Partial Confinement System, Multiple Farrowing (Above Average

Management)
Unit Number Cost Total
or of per Cost per Total
Item Ration Units Unit Animal Cost
Feed Costs
SowE/
Gestation B 11.93 $3.03 $36.15 $4,338.00
Lactation A 12.00 3.25 39.00 4,680.00
Boar B 16.43 3.03 49,78 348.46
g
Creep feed— c .60 5.75 3.45 7,741.80
Swine feed A 2.88 3.25 9.36 374.40
Swine feed B 3.20 3.03 9.70 388.00
Total feed costs $17,870.66
Marketing costsg/ e/ hd. 2,244 $ .10 $ 224.40
Veterinary and drugs— hd. 2,244 1.00 2,244.00
Electricityl/ hd. 120 2.12 254.60
Labor®/ " hr. 2,805 1.50 4,207.50
Insurance— dol. 49,807.40 .01 498.07
Taxest/ . hd. 2,244 .15 336.60
Miscellaneous & repairsel’ dol. 49,807.40 .045 2,241.33
Total Estimated Variable Costs $27,876.96
a/

-—/2.2 farrowings per year and a 115 day gestation period.

—'Feeder pigs receive creep feed only. Conversion ratio of 3.2:1 for re-
placement gilts to breeding age.

—78.5 pigs marketed per litter.

—'Marketing costs are $0.10 per head to cover telephone and miscellaneous
expenses.

E]Veterinary and drug charges of $1.00 per marketed pig.

—"Electricity charge of $2.12 per sow per year. (Note: No finishing
/houses).

ﬁ71.25 hours labor per feeder pig sold.

—yone percant of total investment.

:E]Taxes of $0.15 per pig sold.
Four and one-half percent of investment.
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Table 11. Estimated Variable Costs, 120 Sow Herd, Farrow to Finish,
Partial Confinement System, Multiple Farrowing (Average

Management)
Unit Number Cost Total
or of per Cost per Total
Item Ration Units Unit Animal Cost
Feed Costs
Sowil
Gestation B 11.93 $3.03 $36.15 $4,338.00
Lactation A 12.00 3.25 39.00 4,680.00
Boar B 16.43 3.03 49.78 348.46
Pighl c/
Creep fee&—/ c .50 5.75 2.89 5,534.35
Swine feed— A 3.59 3.25 11.67 22,348.05
Swine feed B 4,01 3.03 12.15 23,267.25
Total feed costs $60,516.11
Marketing costsS/ / hd. 1,915 $1.00 $1,915.00
Veterinary and drugs— hd. 1,915 1.25 2,393.75
Electricity®/ hd. 120 3.12 374.40
Labort/ y hr. 3,830 1.50 5,745.00
Insurance— dol. 70,209.42 .01 702.09
Taxesd! hd. 1,915 .15 287.25
Miscellaneous & repairs— dol. 70,209.42 .045 3,159.42
Total Egtimated Variable Costs $75,093.02

a/

—72.1 farrowings per year and a 115 day gestation period.

—VConversion ratio of 4:1 in the finishing house.

af

7.6 pigs marketed per litter.
Birth to 40 pounds, 50 pound creep feed per head, Ration A 40 to 120

e/poundsx, from 120 pounds to 220 pounds, Ration B.
—ylncludes phone calls, pickup and trailer expense.
—7Veterinary and drug charge of $1.25 per marketed pig.

ﬁyElectricity charge of $3.12 per sow per year.

—VTWO hours labor per marketed pig.

i/

One percent of total investment.
/Taxes of $0.15 per marketed pig.

—"Four and one-half percent of investment.
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Table 13. Estimated Variable Costs, 120 Sow Herd, Farrow to Feeder Pig,
Partial Confinement System, Multiple Farrowing (Average Man-
agement)

Unit Number Cost Total
pr of per Cost per Total
Item Ration Units Unit Animal Cost
Feed Costs
SowE/
Gestation B 11.93 $3.03 $36.15 $4,338.00
Lactation A 12.00 3.25 39.00 4,680.00
Boar B 16.43 3.03 49.78 348.46
Pigh/ c/
Creep feed— c .60 5.75 3.45 6,606.75
Swine feed A 3.59 3.25 11.67 466.80
Swine feed B 4.01 3.03 12.15 486.00
Total feed costs $16,926.01

Marketing costsg/ o hd. 1,915 $ .10 $ 191.50

Veterinary and drugs— hd. 1,915 1.00 1,915.00

Electricityl/ hd. 120 2.12 25440

Labor®/ b/ hr. 2,394 1.50 3,591.00

Insurance— dol. 49,807.40 .01 498.07

Taxes™ , hd. 1,915 .15 287.25

Miscellaneous & repairsi dol. 49,807.40 .045 2,241.33

Total Estimated Variable Costs $25,904.56

a/

377.6 pigs marketed per litter.
Z/Marketing costs of $0.10 per head to cover telephone and miscellaneous

expenses.
e/ P

2/9.1 farrowings per year and 115 day gestation period.
b/

2/ Feeder pigs receive creep feed only.
c/pla,cement: gilts to breeding age.

E7Veterinary and drug charges of $1.00 per marketed pig.

=/Electricity charge of $2.12 per sow per year.

/houses).

371.25 hours of labor per feeder pig sold.

-I/One percent of total investment.

—yTaxes of $0.15 per pig sold.
J-Four and one-half percent of investment.

(Note:

Conversion ratio of 4:1 for re-

No finishing
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MARKET PRICE FREQUENCIES FOR TEXAS HOGS

J. Michael Sprottkl

Until recently, hog price cycles were an established fact, usually
requiring about 4 years to go from peak to trough and back to peak again.
Price uncertainty resulted from the variation in length and magnitude of
the cycles. Often, investment decisions and farrowing rates were based
on prices at the peak of the cycle, and profits did not reach the level
expected due to price declines as the cycle proceeded. Too often, farmers
tend to base decisions on price levels of the recent past rather than
being aware of price changes over a longer period.

Favorable hog prices from mid-1965 to the present have had a tend-
ency to cause the $13 per cwt. and $14 per cwt. prices of the early 1960's
to be forgotten. As a consequence, the following table was prepared to
show the number of months during the past &, 8, 12, or 16 years that the
monthly average market price for hogs in Texas was equal to or greater
than specific prices.

This information may be used as estimates of future probabilities
if it is assumed that the conditions and trends of the period 1953-69, or

any of the other periods selected, continue into the future.

1/ National Science Foundatien Fellew, Department of Agricultural
Economics and Sociology, Texas ASM Univegsity.



32

Table 15. Frequency of Average Monthlyayrices for Barrows and Gilts in
Texas, July 1953 - June 1969—

Monthly Market Price/th.Ej

$16 $17 $18 $19 $20 $§21 $22 $23

Time Period Frequency of Occurrance of Stated Price or Greater
------------ percentage- - - - - - - - - - -

Last & years 100 100 94 77 60 48 42 33
Last 8 years 86 72 52 41 31 25 21 17
Last 12 years 83 67 48 37 28 23 15 12
Last 16 years 83 67 49 37 29 24 18 15

E/Maximum likelihood estimators; probability of market price being table

value or greater.

b/

—'Prices are those reported for all hogs, Texas, by Statistical Reporting
Service, USDA, Austin, Texas, based on mid-month average prices at se-
lected auction markets, plus the addition of $1.00 per cwt. to account
for the differential between barrow and gilt prices and all hog prices.
(See Table 8, p. 18, for explanation of the derivation of this differ-
ential).

Source: Texas Hog Statistics, Bulletin No. 37, Texas Crop and Livestock

Reporting Service, SRS, USDA, Austin, Texas, July 1967. Also
monthly priee reports May 1967 through June 1969.

For example, if the decision to invest in hog facilities is based on
budgets which use a finished swine price of $18 per cwt. and the investor
feels that the last 8 years of price data are what he can expect to occur,
on into the future, he would go to the column headed $18 per cwt. and
r ow headed "Last 8 years' and find that during the last 8 years the price
for finished swine has been $18 per cwt. or greater approximately 52% of

the time. That is, in 50 of the last 96 months, the price equaled or ex-

ceeded $18 per hundredweight.
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The monthly prices used in this tabulation wewre unadjusted for the
increase in prices paid by farmers or any other index which might more
equitably relate 1953 prices to 1969 prices. As such, they present a con-

servative estimate of the probabilities.



