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Acquiring high quality replacements for cows that leave
the beef herd, or to build herd numbers, is essential to main-
taining a high efficiency, high quality cow-calf enterprise. A
key decision facing cow-calf producers is whether to raise
or purchase replacement breeding stock (heifers or mature
cows). Purchasing mature cows as replacements may be an
option for some operations, however, the focus of this guide
is strictly on heifers. Producers need to evaluate the replace-
ment heifer raising decision separate from the rest of the
cow-calf enterprise and identify its economic strengths and
weaknesses. Raising replacements requires separate manage-
ment,labor, facilities, feed,and other resources. Therefore, for
the average producer the total cost of a raised replacement
heifer can be quite high. Producers need to carefully weigh
the advantages of home raised heifers (quality, etc.) against
their costs. The attached cost-return budget format can assist
producers in making more informed decisions.

Budget Information

The costs and returns in the budget are on a per-heifer
produced basis. Costs are total economic costs and therefore
include both explicit costs such as purchased feed, veterinary,
utilities, etc., and implicit costs such as the opportunity cost
of operatorlaborand owned feed resources. Returns are based
on 83.5 percent of the heifers valued as springers ready to
calve, 1.5 percent culled as open heifers at calving, 12.0 per-
cent culled after the breeding season,and 2.0 percent culled
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as yearlings prior to breeding. Death loss is assumed to be
1 percent of the calves started in the replacement program.

Production dates, feed requirements, and assumed
values are shown in Table 1. Labor is assumed at 5 hours
per heifer from weaning until 24 months of age (ready to
calve). Other operating costs are included based on observed
averages. Interest is charged on the average assumed facility
and equipment investment for 16.5 months, and on half of
the operating costs and the value of the heifer calf for 16.5
months. Depreciation on facilities and equipment is based
on average investment with no salvage value at the end of
its remaining life. Annualized facility and equipment cost
(depreciation, insurance, and taxes) is multiplied by 1.375
because the budget covers a 16.5-month time period.

Returns over total cost for the cow-calf producer can be
interpreted as the total economic opportunity cost associ-
ated with raising one’s own replacement heifers rather than
purchasing springer heifers at the assumed market price.
'The break-even price per heifer is the dollar value per head
that would be required to cover all economic costs, or can be
interpreted as the market value at which purchased heifers
would be more “expensive” than raised replacements.

Asset turnover and return on investment are based on
total investment capital (both equity and borrowed). These
measures have been converted to an annual basis to enable
comparisons to other enterprises and other investment
alternatives



Table 1. Fuctors Used for Raising Beef Replacement Heifers

Beginning weight
Ending weight
Days

Feed
Prairie hay, Ibs @ $148.00/ton
Alfalfa hay, Ibs @ $221.00/ton
Grain sorghum, Ibs* @ $5.08/bu
Corn, Ibs* @ $5.22/bu
SBM, Ibs @ $466.00/ton
Pasture, days @ $19.31/AUM
Mineral and salt, Ibs @ $700.00/ton

Beginning value (550 Ibs), $/cwt

Yearling heifer value prior to breeding season (750 Ibs), $/cwt
Cull heifer value after breeding season (960 1bs), $/cwt

Cull heifer value at calving time (1,100 Ibs), $/cwt

Spring heifer value, $/head

Buildings and facilities
Equipment

Interest rate on facilities and equipment
Insurance rate
Tax rate

Interest rate on operating costs and heifer calf
Labor, hours @ $15.00/hr

(weaning)
10/15 to 5/1 5/1 to 10/15 10/15 to 3/1
550 750 960
750 960 1,100
198 167 137
Daily units for feeding period
15.5 0.0 24.5
0.0 0.0 0.0
0.0 0.0 0.0
3.0 0.0 3.7
0.2 0.0 0.0
0.0 1.0 0.0
0.10 0.15 0.20
$165.57
$154.20
$142.94
$134.20
$1,726.00
Investment Useful life Salvage value
($/head) (years) (%)
$16.00 10 0%
$57.00 8 0%
6.50%
Facilities 0.25% Equipment 0.25%
Facilities 1.50% Equipment 0.00%
6.50%
5.00

* Includes processing charge



COST-RETURN PROJECTION —RAISING BEEF REPLACEMENT HEIFERS

Examples Your Farm
Total Total
RETURNS PER HEAD
1. Market Animals:
1a. Springer Heifer (83.5%) ......cuvuuiuruecuieeeiereeeeiee e e es s $1,441.21
1b. Yearling Heifer, 750 1bs (2.000)......cccueueueurururmririiriiccieieieieieieeeesesesesesesescscseis e sesssses s escesanes 23.13
1c. Cull Heifer after breeding, 960 1bs (1296)......cceveureiicucucucueieieieieerirereriseececicieieeseseseseeseses e ecesenes 164.67
1d. Cull Heifer at calving, 1,100 1bs (1.5%) ...c.c.ceuemrurerirereccceccrererereeennenes 22.14
2. Less cost of Heifer calf, (550 Ibs @ $165.57.89/cwt) 910.64
3. Less death loss (1.0% of total of line 1) ....ccuevieevieeeeiiiieeieceeceeeeee e 16.51
4, Other INCOME ...vovieiieieciicteeeeeeee ettt et sa e e ts e e beeaaeeaean
A.GROSS RETURNS PER HEAD ...ttt ettt ettt et te et etesesessensensensessensensessesaensesenans 724.00
COSTS PER HEAD:
5. Summer Pasture (4.66 AUMs @ $19.31/AUM) $§ 89.62
6. Prairie Hay (6,427 1bs @ $148/t010) ....ccveuerruicireiecrreniereiicieeseeeeeseenenseane 438.61
7. Alfalfa Hay (0 Ibs @ $221/t00)..c.ccvucueiriiieiriiciriiecireneeeieeeeieeseeeneeseeesenseaeee
8. Grain Sorghum (0 bu @ $5.08) .......cccoimimimiiiiiiiiiiiiiiiciceeeee s
9. Corn (19.54 DU @ $5.22/DU)....ceviereeeeeeieeeteeeeeeteee ettt ettt as et n ettt e e eannens 95.09
10. Protein Supplement (40 1bs @ $466/1010) ......cccvuviuiiurimiiiiiriiiiiceieieiereeeeeeee e 9.18
11. Mineral and Salt (72 1bs @ $700/t0N) ......oueeveuierereeeeeieeeteeeeeeeeteeteteeeee e ee e s eeee s esesen et easesesseseaes 23.65
12. Labor (5.0 hrs @ $15.00/R1) . .c.vouieieieeeeeeeeeeeeeeeeeeee ettt ettt ettt as et asete st eanete e enenes 75.00
13. Veterinary, drugs, SUPPLIES ...c.cuueuvuereeererremeueeetetseeetseteesessesessetsesesseseesessesessessesessesessessesesessssessesessesnes 28.20
14, IMATKETING COSLS .uvuvirmiuiiiiiiiiiiiiit et 12.00
15, Breeding Cost... ..ot 46.26
16. ULIIHES, TUEL 01l uveiiriieiiceeee ettt ettt et e et e e te e et e e teeeeaeeeseeeeseeeeteeeseeesseeeseeenseesnseeeneeenseean 33.10
17. Facility and eqUIPmMEnt IEPAILS.........cceiriiiiiiuiiiriiiciciciie e 43.72
18. Professional Fees (legal, aCCOUNTING, ELC)....cucucueuiurueueuruririririicececececieieaeaeseaeasesesecesessaeesese e sesenesenens 6.45
19, IMIESCEILANEOUS ...vveeererieniesereiteetesteeteeteeteeteesseessesseesseesaesseessaasaassesssasseassassaassanssessesssansenssasseensesssensessean 22.84
20. Depreciation on facilities and eqUIPIMENT ........cucuiiiiiiiiiiiiiiicc e 12.00
21. Interest on facilities and equipment.........c.cccevuvucuecccnininnnee 6.53
22. Insurance and Taxes on facilities and equipment.................. 0.58
B.SUBTOTAL ...t $ 942.82
23. Interest on heifer calf and % operating costs @ 6.5% ........... 122.19
C.TOTAL COSTSPER HEAD: .....ccooiiiiiiiiiiciecceeeeeis $1,065.01
D.RETURNS OVER TOTAL COST (A = C) ettt ettt ettt esesaetes s ens e erens $ -341.00
24.Total Cost Per Head Per Day .......cccociiuciiiiiiiiiiieiiiiiinniccccrecieieietetetesese e e esesesesesesenenas 2.12
25.Total Cost Per Pound of Gain........oiiuiiiiiiisieieeeeeeeeicccscecesessesesssessssssssssssssssssssssssssssssssssnsnssasssseas 2.72
E. SPRINGER HEIFER BREAK-EVEN PRICE, $/head: 2,134.39
F.ASSET TURNOVER (1 +4-3) + ANVESTMENT))? ....oooeoeeeeeeeeeeeteeeeeeseeeeeeeeeeesseseses et sesesenns 53.52%
G.NET RETURN ON INVESTMENT
(D +19+21) = (INVESTMENT )2 ..ottt ettt ettt st senenans -15.69%

1 Represents cost per pound of springer heifer sold after adjusting for cull income and death loss.
2 Investment equals total value of heifer calf, facilities, and equipment (adjusted for total days).
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