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Having good repl acementsfor cowsleavingthemilking herd
eachyear isakey tomaintaining andincreasing herd production.
Oneof thedecisionsfacingdairy producersiswhether toraiseor
purchasereplacement heifers. Torai sereplacementsrequiresthe
use of equity for additional facilities, feed, and labor. Producers
expanding their operationsmay find it advantageousto put their
equity into cowsand purchasereplacement heifersor havethem
rased by cusom growers. However, even when producers
choosetoraisetheir own replacement heifers; itisuseful totreat
theheifersasaseparate enterprisesothat theeconomic strengths
and weaknesses of their operation can beidentified.

Budget Information

The costs and returnsin the budget are on a per-heifer-sold
basis. Costsaretotal economic costsand include operator labor
andall opportunity costs. Returnsarebased on selling 95 percent
of the heifers as bred replacements (springers), 2.5 percent as
nonbreeders, and 2.5 percent that are culled asyearlings. Death
| ossisassumedtobe 10 percent, whichrai sesthecost of theheifer
calves purchased.

Feed costs account for more than one-half of the cost of
raising a replacement heifer. Table 1 shows the feed costs
associated with different stages of growth. Feed cost has been
adjusted to account for deathlossof calvesand heiferssold early
(yearlings). Labor costs are based on 15 hours per heifer from
birth to 24 months. Labor requirements are intensive the first

3 monthsof age. Subsequently, only routinelabor isneeded for
feeding, tending, and observing the heifers with labor require-
mentsincreas ng asheifersreach breeding age. Machinery costs
includefuel usedfor observingheifersonpasture, whilebuilding
repairsinclude costs of repairing buildings and fences. Interest
on variable costs is computed on one-haf of the total variable
cogtsat the current interest ratefor 2 years. Similarly, interest is
charged on the cogt of the heifer calf for 2 years.
Depreciationisbasedonthetotal original costlessthesavage
value of buildings and equipment on aper-heifer basisdivided
by the estimated life. The budget vaue is based on a tota
investment of buildingsandimprovementsof $389 per headand
an investment of $95 per head for equipment. The useful lifeis
assumedto be20yearsfor buildingsand 10yearsfor equipment.
A savage vaue of 10 percent is assumed on buildings and
equipment. I nterestischarged onone-hdf theaverageinvestment
[(initid cogt + salvagevaue) + 2] for buildings and equipment at
a rae of 10 percent. Insurance and taxes on buildings and
equipment is based on the origind cogt times 0.25 percent for
insurance and 1.5 percent for taxes (buildings only). The annua
cost of buildingsand equi pment (depreciation, interest, taxes, and
insurance) is multiplied by two to cover a24-month budget.
Net return on assets is the percentage return on investment
capitd (both borrowed and equity). This measure has been
converted to an annual basisto enable comparisonsto be made
between enterprises aswell asinvestment alternatives.

Table 1. Feed Requirementsfor Raising Replacement Heifer (birth to 24 months).*

Birth to 6 months 6to 12 months** 12 to 24 months
Feed Item Ibsor ac  Dollars Ibsor ac  Dollars Ibsor ac  Dollars
Milk replacer @ $65.00 per cwit. 53 $34.13
Calf starter (18%) @ $13.00 per cwt. 183 23.79
Calf grower (16%) @ $10.00 per cwt. 360 36.00
Corn gluten feed @ $2.72 per cwt. 193 $5.26 1,046 $28.47
Corn, cracked @ $4.28 per cwt. 139 5.93 878 37.51
Soybean hulls @ $71.50 per ton 302 10.79 921 32.94
Alfalfahay @ $100.00 per ton 333 16.63
Grass hay @ $50.33 per ton 203 5.10 338 8.49 2,194 55.21
Pasture @ $14.00 per acre 25 35.00 9.8 136.50
Minerals (w/lasalocid) @ $17.50 per cwt. 24 4.20 94 16.38
FEED COST PER PERIOD $115.64 $69.67 $307.01
TOTAL FEED COSTS (Birth to 24 months) $492.32

* Pound per acre and dollar amounts have been adjusted to account for death loss and yearling heifer sales.
** Pound per acre and dollar amounts reflect an average of drylot and grazing diets throughout the year.
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COST-RETURN PROJECTION—DAIRY HERD REPLACEMENT

Projected Your
Budget Farm
VARIABLE COSTSPER HEIFER SOLD: .....cccceeeieeeieeee.
1. Feed — birth to 24 months of age (Table 1) .........cccccuve..... $_ 49232 $
2. Labor (15 hrs @ $10.80 Per M) .....cvecvvcvceciciece e 162.00
3. Veterinary, drugs, and SUPPlIES .........c.eveeveeveeeeseerseseees 20.00
4. Breeding costs for A.l. SEIVICES .........coovvvereresesesrseenenns 40.00
5. Transportation and Marketing CoStS ...........ccoeverrrrrererererees 10.00
6. Utilities, fuel, and Oil .......ocecveueeereeeeeeeeeee e, 15.00
7. Building and equipment rePairs ..........c.coeoveeereeeenrensenrnsennes 9.68
8. MiSCEIIBNEOUS ...t 15.00
9. Interest on 1/2 variable costs for 24 months ............cc......... 76.40
A. TOTAL VARIABLE COSTS .....commriimriinnsirnssissssssessssenenns $_840.39
FIXED COSTS PER HEIFER SOLD:
10. Depreciation on buildings and equipment.............ccoceveeenne 46.30
11. Interest on buildings and equipment .........cccccvevvvveveenene. 58.05
12. Insurance and taxes on buildings and equipment................ 14.08
B. TOTAL FIXED COSTS.....cccie ittt stte et $ 11843
C. TOTAL COSTSPERHEIFER SOLD (A + B) ..coeviveeeeenen. $ 958.83
RETURNS PER HEIFER
13. Springer heifer: 0.95 hd x $1,350/hd .........cccceveveviiririnnnne $1,282.50
14. Cull heifer: 0.025 hd x 1,300 Ibs @ $52.78/cwit ................. 17.15
15. Yearling heifer: 0.025 hd x 725 lbs @ $70.74/cwt............. 12.82
16. Lessinitia value of heifer: $150/hd + 10.0% death loss.... -165.00
17. Lessinterest on heifer calf investment ...........cccoovveiniennee -66.00
D. GROSS RETURNS PER HEIFER SOLD ........cccocvvciviieecne, $1,081.48
E. RETURNS OVER VARIABLE COSTS (D - A) ooovveeeereeenn. $ 24108
F. RETURNS OVER TOTAL COSTS (D - C) vvvvovrrrvverreererronns $_12265
G. SPRING HEIFER BREAKEVEN PRICE, $/head:
18. TO COVEN Variabl@ COSS ........eeeeeeeeeerereeeeeseese e $1,026.75
19. TO COVEN tOtal COSES.....o.vvrrverrrereereeneseseenssesensesseeseseneeeans $1,151.42
H. TOTAL COSTS PER HEIFER SOLD (Line C)
20. Total cost per head Per day .........c.oeeevvrvereveeesereeeseeesisnenn, $_ 133
21. Total cost per pound Of GaiN ..........cceevereerereeeseeieeesseeseesnenn. $_ 082
I. ASSET TURNOVER (D/(ASSES X 2))% ...ooreeeeereeeeeeeerssssseeeen 83.3%
J. ANNUAL NET RETURN ON ASSETS
(F+9+ 11 - 17)/(ASSES X 2))! coovooeoeeeeeeeeeeeeeeeeeeeeeeesesesne 24.90%

1 Total assets = (value of heifer calf plus building and equipment investment)
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