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ABSTRACT: This study was conducted in April to August 2019 to determine the relation
between broilers’ production management with its business analysis in Kediri district, East
Java. The research using survey methods. The questionnaire was used as a data collection tool,
which was carried out by interviews and field observations. Determination of location and
respondent uses purposive sampling method and selects 25 farmers. Production management
indicators consist of five categories; breed, feeding, housing system, maintenance, and health.
Business analysis indicators consist of R/C ratio, Break Event Point (BEP), and Payback Period
(PP. Data analysis uses descriptive analysis and statistical analysis of the Structural Equation
Modeling (SEM) method using the Partial Least Square (PLS) program. The results showed
that farmers had implemented production management well. Broiler partnership farm is a
profitable business. The value of Revenue Cost ratio was 1.45 and with the Payback Period for

2.97 years. Production management of broiler farms has a positive and significant effect on its
business analysis.
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INTRODUCTION

Consumer demand for broiler
overcame other animal protein in Indonesia.
The consumption of broiler increased 11.22
percent from 5.11 kg per capita in 2016 to
5.68 kg per capita in 2017. In Indonesia,
broiler chicken production contributed up to
2.0 million tons or 59.03 percent of the total
meat production in 2017. Total Meat
production in 2017 increased up to 3.32
percent compared to the previous year, and
broilers contributed 7.42 percent of it
(Animal Husbandry and Animal Health
Statistics, 2018). With the high demand for
broiler, it not surprising if the broiler
breeding business in Indonesia is growing
rapidly. The partnership system in Indonesia
is regulated through Regulation of the
Minister of Agriculture of the Republic of
Indonesia Number 13 / PERMENTAN /
PK.240 / 5/2017 concerning Husbandry
Business Partnerships. The profit-sharing
partnership  system is a  business
collaboration system between farmers and a
livestock company. The distribution of
profits in the broiler business is determined
based on the agreement of both parties. Raut
et al. (2017) stated that broiler farms are
profitable businesses and the success of
poultry farming businesses depends on high
productivity and low mortality. This is
closely related to the management system of
broiler production.

Broiler chicken partnership in the
Puncu subdistrict, Kediri Regency is a
private company that carries out an
independent plasma-core partnership pattern
for the maintenance of broiler. In this
partnership scheme, farmers provided pens,
equipment, and labor. On the other hand,
Farmers received regular guidance on
production management, include housing
systems, brooding period, feed
management, and disease control from the
company, and the company also provided
Day Old Chicks (DOC), feed, medicines,
and vaccines. The advantage of the
partnership system is the responsibility of
both parties. The weakness of the
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partnership system is the high potential of
dishonesty related to the costs incurred from
both sides. The farmers will bear a loss if the
harvesting price is below the cost of
production (Amam et al. 2019). Firdaus and
Komalasari (2010) reported that the
integrated broiler business with feed mills
was more resistant to the fluctuating price of
chicken and DOC. Haryuni and Fanani
(2017) stated that DOC price on the
partnership system was 9.52% more
expensive than the independent system. The
price of feed on the independent system is
cheaper around Rp. 1.000/kg compared to
the partnership system. The result of the
economic analysis shows that the broiler
business is profitable (Raut et al. 2017;
Febrianto et al. 2018). Based on the previous
description, it is necessary to conduct a
study of business analysis and the
relationship between broiler’s production
management in Kediri District, East Java.

MATERIALS AND METHODS

The study was conducted in April-
August 2019 in Puncu Subdistrict, Kediri
Regency. The research respondents were 15
broiler partnership farmers who have a
population of 3000-5000 broilers. The study
utilized purposive sampling as the sampling
technique and the survey method. Data
collection was also carried out by
observation, which is taking data by
systematically recording the results of
observations of the events investigated
during the study. Primary data obtained
through  interviews  with  structured
guestionnaire media. Secondary data
obtained through data collection by looking
at the document notes related to research as
supporting data. Statistical data analysis
uses the Partial Least Square (PLS) analysis
method, which is an alternative method of
Structural Equation Modeling (SEM) based
on Variance. Research variables include
production management and business
feasibility analysis. Production management
includes seed management, feed
management, housing management, health

206



J. llmu-1llmu Peternakan, December 2020, 30(3): 205 — 211

management, and maintenance
management. This production management
is associated with a business feasibility
analysis consisting of Break Event Points
(BEP), R / C Ratio, and Payback Period
(PP).
a. Break-Even Point is a situation where a
business does not lose or profit.

Systematically as follows:
BEP Price - Total Cost Production

revenue

Total Cost
Product price

BEP Unit=

b. Revenue Cost Ratio (R/C ratio) is a
comparison between revenue and total
cost. Systematically as follows:

- R
R/C ratig = —&¥enue.
Total Cost
Note:

If R/C > 1, worth for business.
If R/C < 1, unfit for business.

c. Payback Periode is the period time
required to pay for all costs incurred in
investing in a business. Systematically as

follows:
_ Value of invest

Net Cash Flow

X 1 year

Note:

If the value of the investment is shorter than
the maximum payback period, then the
investment proposal can be accepted.

RESULTS AND DISCUSSION
Production Management

Broiler chicken production
management system consists of five
indicators, namely Day Old Chicks (DOC),
maintenance, housing, feeding, and disease
control. A good quality DOC has high meat
production and low feed conversion. There
are three groups of DOC, namely silver,
gold, and platinum. Broiler breeds in broiler
farms depend on core partnerships. The
percentage of mortality and morbidity of
broiler chickens (DOC) mostly occur at the
age of 1-7 days. The maintenance system of
broiler  chicken includes sanitation
(spraying, dipping, personal protective
equipment), the long maintenance phase of
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the brooding, cleaning the pen and the
temperature of the pen, maintenance
temperature in the starter and finisher
phases. Broiler chicken farms apply the
same farm management to each plasma,
intending to obtain good chicken quality and
maintenance efficiency.

Broiler farm is located in the rice
fields and far from residential areas. The
construction of an open house that is built
for the broiler breeding business is in the
form of a semi-permanent stage housing that
is relatively inexpensive for farmers. Proper
housing construction can be found in broiler
farms with asbestos roofs or leaves of sugar
cane plants which are dried as the roof.
Ismail et al. (2013) reported that different
types of enclosures showed the same level
of business viability seen from the R/C ratio
value. Closed house farms are more
profitable compare to an opened house with
the same number of livestock populations.
Management of broiler feeding includes the
intensity of feeding, the suitability of protein
content, and feed ratio from the starter to the
finisher phase. The intensity of feeding
given in broilers is generally done two to
three times per day. Appropriate levels of
protein feed starter phase range from 22-
23%. The suitability of finisher phase
protein levels in each farm ranges from 18 -
20%, depending on the feed rations used in
feeding. Starter feed diets in broiler farms
use core processed food rations so that they
have an appropriate protein content of 18-
19%, while feed rations in some broiler
farms use commercial feed or manufacturer
feed.

Broiler chicken disease control
systems include personnel, vaccination
programs, provision of vitamins, and
medicines. Disease control by a medical
personnel (veterinarian) is important in
broiler farms. There are some vaccination
programs for broilers including Newcastle
Disease (ND), avian influenza (Al),
infectious bronchitis (IB), and Gumboro
done periodically through subcutaneous
injection, eye drops, and drinking water.
Moreover, Broiler chicken medicines such
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as antibiotics, vitamins, and vaccines are
needed to prevent or treat chickens from
diseases and important to support the
success of broiler farms.
Business Feasibility Analysis

The result of business analysis
calculation from the broiler chicken
partnership pattern in Puncu District, Kediri
Regency can be seen in Tablel. Based on the
calculation results of the broiler partnership
business analysis shows that the broiler farm
business with an average population of 3970
chickens is feasible to run. The total revenue
from the broiler partnership business is Rp.
40,629 with a total production cost of Rp.
28,000. Primaditya et al. (2015) stated that
boiler farming income is influenced by the
scale of the business and the number of costs
incurred. An R/C ratio of 1.45 indicates that
every Rp. 1000 costs incurred for broiler

Table 1. Analysis of broiler farm partnership.

production activities will generate revenue
of Rp. 1450 or the profit gained is Rp. 450.

BEP selling price from the broiler
partnership of Rp. 12,776 which means that
with the selling price, the farmer does not
experience a loss or gain a profit. The BEP
value of the unit was obtained 6,036 kg for
3970 broilers which means breeders would
break even in the broiler partnership if the
average harvest weight per chicken was 1.52
kg. The payback period of the broiler
partnership business is 2.97 years, which
means the investment value of the business
will be able to return after running the
business for 2.97 months or 2-3 periods of
broiler partnership production. Similar
results were reported by Febrianto et al.
(2018) that the broiler farming business is a
profitable and feasible business activity to
be continued with an R/C ratio of 1.11.

Business Analysis Mean
Populatin (bird) 3970
Total revenue (Rp/bird) 40.629
Total cost production (Rp/bird) 28.001
R/C ratio 1.45
BEP price (Rp/kg) 12.776
BEP unit (kg/period) 6.036
PP (years) 2.97
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Figure 1. The result Inner Model (Bootstrapping Sample Estimate)

Note:
MP = Production management system Pengend = Disease control
Pemberi = Feeding AU = Business analysis
Pemeliharan = Maintenance
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Table 2. Inner Weights (Mean, Standard Deviation, T-Value)

Relationship 0”9'”‘?" sample Mean of Star)dgrd T Statistic
estimate Subsamples deviation
Production
Management => 0, 941 0, 946 0,017 54,690
Business Analysis
Relationship between production The results of the inner model testing show

management and business feasibility

Partial least square (PLS) analysis is
used to determine the relationship between
product management and the feasibility
analysis of the broiler partnership business.
PLS analysis is carried out through two
stages, first is testing the inner model or
structural model and second is testing the
outer model analysis. The structural model
or inner model is evaluated by looking at the
percentage of variance that is explained by
looking at the magnitude of the coefficient
of the structural path. The stability of this
estimate is evaluated using the T-Statistic
test, indicating that the variables that have
significant  influence are production
management and business feasibility
analysis. The results of the inner model of
production management relationships and
business feasibility analysis are shown in the
structural model in Figure 1.

Modeling Figure 1 shows that the
production management system for broilers
indicators consists of seedlings, feeding,
maintenance, disease control, and housing.
Business analysis is an analysis that is
influenced by production variables,
including three indicators; BEP (price), PP,
and R/C ratio. BEP (unit) is a factor that
does not significantly influence production
so it does not appear on the Inner Model.
Testing the inner model can be done by
looking at the significance of the effect of
the production management system on
business analysis by looking at the value of
the parameter coefficient and the
significance value of the T-statistic. The
results of the testing of the parameter
coefficient values and the significance value
of the T-statistics are presented in Table 2.
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that the magnitude of the parametric
coefficient of production management on
business analysis is 0.941, which means that
there is influence between variables. The
higher the production management, the
higher the business feasibility analysis. Data
analysis shows a T-statistic value > of 1.96
which is 54.690. This shows significant
results (T-table significant 5% = 1.96)
because the T-statistic value is greater than
T-table that is equal to 1.96. Rahadi et al.
(2014) reported that production
management of male laying hens has a
positive impact on business viability. This is
similar Sekarwangi et al. (2015) statement
that the production management of quail
laying also has a positive impact on business
feasibility.

Convergent validity  (convergent
validity) is the value of the loading factor on
latent variables with their indicators. The
loading factor is the path coefficient that
connects the latent variable with the
indicator. The validity indicator can be seen
from the loading factor and T-statistic
values. The loading factor value is greater
than 0.5 and the T-statistic value is greater
than 1.96 indicating that the indicator is
valid. The results of the outer model analysis
of the relationship between product
management and business analysis are
shown in Table 3.

Breed indicators, BEP (price), PP,
and R/C ratio in Table 3 have an outer
loading value of more than 0.50. These
indicators have good validity (convergent
validity), so it can precisely measure the
latent variable. The indicator of feeding and
maintenance are in the range of 0.1-0.4 so
that both of these variables can still be
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tolerated because they are still in the
development stage. Disease control and
housing indicators are eliminated because
these indicators have a loading value of less

than 0.5, which means that these indicators
have poor convergent validity. These
indicators are not appropriate to measure
latent variables.

Table 3. Outer loading production management and business analysis of broiler chicken.

C . Original sample ~ Mean of sub- Standard T-
ontruct Indicator . .. .
estimate samples deviation  Statistic
Breed 0,698 0,667 0,247 2,826
Feeding 0,392 0,349 0,215 1,824
Production  Maintanance 0.387 0.362 0.223 1.739
management - Disease -0.558 -0.518 0.238 2.346

control
Housing -0.589 -0.542 0.306 1.922
BUsiness BEP (price) 0,634 0,582 0,235 2,699
analysis PP _ 0,926 0,894 0,372 2,488
R/C ratio 0.560 0.545 0,223 2,514
Based on these results it shows that REFERENCES

product management has a positive
relationship ~ with  business feasibility.
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business feasibility including the use of one
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CONCLUSION

Broiler’s production management
with a partnership system in the Puncu sub-
district, Kediri District has been well
applied by farmers. Broiler breeding
business with a partnership system is a
feasible business to run based on business
analysis with a population of 3970 tails with
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BEP of Rp. 12,776 / kg, R/C ratio of 1.45,
and PP value of 2.97 years. There is a
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DOC.
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