
Replacement Heifers

Purchase or Raise

?



Decisions

• Raise replacements
• Buy open heifers or cows
• Buy bred heifers or cows
• Buy cow/calf pairs



Considerations

• Developing replacements is challenge in 
one-bull herds.

• Purchasing “known genetics” allows 
development of a better cow herd and use of 
terminal sires that excel in growth and 
carcass traits.

• Extend use of the herd sire by not breeding 
to own daughters.



Facts

• Herds cull an average 17% of cows per year
• Heifers replace all of them
• Some individuals specialize in handling 

heifers
• Others avoid heifers after weaning



Assumptions

• Heifer weaned at 8 months old.
• Expenses cover 12 month period from weaning to 

20 months of age when bred heifer enters cow 
herd.

• First calving at 24 months of age.
• 1.2 acres of pasture (.8 animal units @ 1.5 acres 

per animal unit).
• Feed: 16 lbs./head/day of grass/clover hay plus 3 

lbs./head/day of ground corn for 178 days.
• Heifer valued at weaning as feeder calf.



Variable Expenses

• Calf Value                                        $420.00   
– 500 lbs.@ 84.00 per cwt.

• Pasture                                                 44.40
– 1.2 acres @ $37.00 per acre

• Corn                                                    26.13
– 9.5 bu.@ $2.75 per bushel

• Hay                                                     78.10
– 1.42 tons @ $55.00 per ton



Variable Expenses

• Vet & Medicine                                 $12.00
• Salt & Minerals                                    17.00
• Machinery                                              1.35

• Total Variable Expenses                  $598.98



Depreciation & Repairs

• Buildings and Equipment
– Depreciation                                            $10.68
– Repairs                                                         2.30

• Bull Depreciation                                   3.54
• Fence Depreciation & Repairs               6.51
• Machinery                                              0.63

• Total Depreciation and Repairs          $23.66



Interest

• Heifer                                                 $29.40
– 500 lbs.@$84.00 per cwt @ 7%

• Feed & Vet., etc.                                  12.53
– $178.98 @ 7% for 1 year

• Buildings & Equipment                       10.76
• Machinery 0.49

• Total Interest Expense                       $53.07             



Interest

• Interest expenses reflect fact that capital 
invested is costly, regardless of source.

• Borrowed capital has a cash interest charge.
• Capital provided by owner is a non-cash 

opportunity cost since the capital could 
have been invested elsewhere.



Labor

• 7 hours @ $8.00 per hour                  $56.00

• Labor provided by owner results in non-
cash opportunity cost, due to earnings 
foregone in other farm enterprises or off-
farm jobs.



Cost Summary

$731.70Total

56.00Labor

53.07Interest

23.66Depreciation & Repairs

598.98Variable Expenses

Per HeiferCategory



Sensitivity Analysis

651.45523.9869.00
678.20548.9874.00
704.95573.9879.00
731.70598.9884.00
756.45623.9889.00
785.20648.9894.00
811.95673.9899.00

Total CostsCash CostsMarket Price



Purchase vs. Raised 
Replacements -1984-95 

• No rule of thumb can be applied.
• Neither system yields consistently higher 

cash flows over a number of years.
• May be advantage in “purchase” during low 

and high cattle inventory years.
• May be advantage in “retain” during 

intermediate inventory years.



Retain Heifers If:

• Financial status benefits from deferred 
income and capital gains

• Goals include adapting the herd to your 
management and environment

• Have means of managing separately from 
main cowherd

• Have individual records on dams, birth 
dates and weaning weights



Retain Heifers If:

• From known bulls of known genetic 
background, strong in maternal traits

• Enhance genetic uniformity and overall 
temperament of herd and have potential to 
exceed dams’ productivity

• Meet consumer’s demand for consistently 
palatable beef production



Retain Heifers If:

• Have labor, facility and management skills 
to calve heifers

• Want to specialize in heifer development, 
sales and service



Purchase Heifers If:

• Don’t know enough about genetic merit of 
herd

• Tax situation benefits from more 
depreciation

• Have a one-bull herd and no options for 
cooperative heifer development



Purchase Heifers If:

• Want to simplify crossbreeding or terminal 
crossing by stabilizing female genetics as a 
50-50 or “F-1” blend of two maternal 
breeds

• Want to deal with only mature cows



Summary

• No one answer fits every producer.
• Analyze your individual situation to 

determine the best alternative for your farm.
• Make adjustments as current market 

conditions dictate.



Where am I?

Where do I want to be?

How do I get there?

All information is confidential.

No cost to participating farm families.



What is FINPACK?

• Comprehensive financial planning and 
analysis system designed to help producers 
understand their financial condition and 
make informed decisions.

• Provides tools to effectively use farm 
records to make business analysis, long 
range planning, and cash flow planning as 
complete, easy, and meaningful as possible.



FINPACK Addresses Major 
Financial Objectives

• Profitability – ability to generate income

• Liquidity – provide cash when needed

• Solvency – financial growth and security



http://economics.ag.utk.edu

Agricultural Economics

Market information, breaking news, enterprise

budgets, software and much more.



Visit me on the web.

Newsletters

Educational Info

Market Data

Intensive Planning 
Examples

And More

www.utextension.utk.edu/managecamp
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