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Even though the 2002 National Ani-
mal Health Monitoring Service report
indicated that only 3.6% of calves and
heifers were contract reared in the U.S.,
and this was a decrease from 5.0% in
1996 (Kertz, 2003), this does appear to
be a growing segment that could use
some more light shed on it.

A recent national survey did just that
(Wolf, 2003). Custom heifer growing
operation advantages to the dairy pro-
ducer were characterized as the poten-
tial to free labor, management, feed or
facilities for use by the milking herd,
while disadvantages may include in-
creased cash outflow, loss of manage-
ment control, biosecurity risks and po-
tential for conflict (Wolf, 2003).

In the spring of 2001, a survey was
mailed in 27 continental states that had
major dairy production. Professional
Dairy Heifer Growers Assn. membership
or feed industry contacts identified 187
potential dairy heifer growers to whom
surveys were sent. The response rate
was 38.5%. Only 65 respondents were
included in the summary — those who
were active heifer growers.

States were divided into four geo-
graphical regions: Midwest (Iowa, Illi-
nois, Indiana, Kansas, Ohio, Minnesota,
Missouri and Wisconsin), West (Cali-
fornia, Colorado, Idaho, Nebraska, New
Mexico, Utah and Washington), North-
east (Massachusetts, New York and Penn-
sylvania) and South (Florida, Georgia,
South Carolina, Texas and Virginia).

The Midwest had 29 completed sur-
veys while the other three regions pro-

duced 12 responses each.
The average-sized operation had

more than 1,200 heifers and 637 acres
owned/rented (Table).

There was a wide range in capacity of
heifer operations. Annual output can
be greater than capacity for those who
keep heifers for less than a year. As ex-
pected, operations were largest in the
West and generally reflected the size
of dairies that contract out their heifers
for raising. Almost one-half of opera-
tions had between 250 and 1,000 heif-
ers on-site. The author indicated that
large heifer operations were equally as
likely to be on a relatively small land
base as on a large land base. Conse-
quently, heifer density is quite variable
but relatively larger in the West.

Growers’ income averaged 71% from
heifers, 22% from other farm enterprises
and 7% from off-farm. The greatest dif-
ference among regions was the much
larger off-farm income in the South.

Reasons (not shown) for entering into
custom heifer growing were, in order:
business opportunity, utilize forage
crops grown by operation and unused
livestock facilities. Interestingly, in the
West, one-half of growers listed good
business opportunity as the reason for
becoming a heifer grower versus only
29% in each of the other regions. About
50-60% of growers in each region had
between two and five clients. The big-
gest disparity among number of clients
was in the Midwest, where nearly 30%
had between six and 20 clients com-
pared to only about 16-18% in each of

the other regions.
The primary reasons dairy clients pro-

vided for outsourcing heifer growing
were almost equally apportioned at
about 20% for each of the following:
more facilities to expand milking herd,
lack of sufficient heifer facilities, labor
and management time.

Some other facets reported were:
• Many used multiple types of facili-

ties, but primary categories identified
were 26% free stalls, 34% bedded pack,
27% pasture and 13% other.

• Primary contract payment methods
were: 51% daily charge per head per
day, 13% sell-buy back, 13% gain
based, 2% feed cost plus yardage, 5%
set payment per heifer and 16% combi-
nation of methods.

• The most common daily charge per
head was $1.50, the average was $1.52
and 51% indicated a range of $1.40-1.60.

• By age group, the average daily
charge per head was $1.88 from birth to
weaning, $1.49 from weaning to 6
months of age, $1.50 from 6 months to
breeding and $1.59 after breeding.

• For gain-based programs, the range
was quite wide with one-half charging
between 75 and 99 cents/lb. of gain.

• Multiple payment arrangements were
used, with 70% indicating they received
payments monthly and 28% when the
heifer was returned to the client.

• For veterinary bills, the custom
grower assumed financial responsibil-
ity 71% of the time, the owner/farmer
17% and the balance of 11% was shared.

• For shipping mortality, the custom
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TABLE
Average size heifer operations and income sources

______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Average Minimum Maximum Midwest West Northeast South
_______________________________________________________________________________________________________________________________________

Heifers
Inventory 1,224 20 20,000 553 4,215 384 693
Capacity 1,492 30 60,000 655 4,860 483 693
Annually 1,694 20 25,000 565 6,768 247 513

Acres 637 11 8,517 538 1,060 296 659
Heifers per acre 2.3 2.7 7.0 1.2 4.6 1.3 1.1
Income, %

Heifer 70.8 — — 68.6 77.1 81.2 56.5
Other farm 22.1 — — 24.5 21.7 17.0 21.5
Off-farm 7.0 — — 6.9 0.8 1.8 22.0
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grower assumed financial responsibil-
ity 25% of the time, the owner/farmer
67% and the balance of 8% was shared.

• For on-farm mortality, the custom
grower assumed financial responsibil-
ity 40% of the time, the owner/farmer
23% and the balance of 37% was shared.

• A third party monitored heifer per-
formance for 23% of operations, 30%
had financial adjustments made for sick
or poorly performing heifers and 36%
of operations had the option for the
owner/farmer to refuse payment if heifer
performance standards were not met.

• For custom heifer grower overall sat-
isfaction with contract arrangement,
none were “dissatisfied,” 5% were “some-
what satisfied,” 37% were “satisfied,”
39% were “above average satisfied” and
21% were “extremely satisfied.”

To further explore the financial terms
and division of responsibilities, a simple
regression was run with average daily
charges as the dependent variable. More
than one-half of growers used daily
charge as their primary billing method,
several other growers used this in com-
bination with other methods and, in the
remaining cases, other pricing methods
were converted to an average daily
charge with information provided.

Explanatory variables of heifer charges

included the following: region, opera-
tion size, specialization of the heifer
grower operation, heifer facilities, num-
ber of clients and contract clauses such
as bonuses, distribution of financial re-
sponsibilities, presence of a third party
for monitoring, responsibilities and per-
formance clauses. The regression equa-
tion had an R2 of 0.604 explaining 60%
of the variation in price charged.

The Midwest was used as the refer-
ence region variable, so other regions
could be interpreted as mean difference
from Midwest charge. The South aver-
aged 23 cents less (P < 0.05) per heifer
daily than the Midwest, while the West
tended to have lower charges and the
Northeast higher charges. This pattern
was true even controlling for econo-
mies of scale although larger growers
charged a lower price likely reflecting
lower costs of 6 cents per 1,000 heifers
on-farm. Interestingly, the number of
clients was positively related to the
price charged with each additional cli-
ent being associated with a 15 cents
daily charge increase.

Mortality on the heifer grower opera-
tion tended to be negatively associated
with price, while grower responsibility
for shipping mortality added about 24.9
cents per heifer daily. When a third

party provided feed, there was an aver-
age charge increase of 23.9 cents per
heifer daily. The author said this may
reflect that the heifer grower could not
take advantage of home-grown feed or
add a profit margin to his/her own avail-
able feed supplies when a contract
agency provided feed. When the farmer
supplied medicine, vaccines and semen,
charges were 15.9 cents higher.

The Bottom Line
Many variables influence costs and

subsequent charges by custom heifer
growing operations. This survey and re-
port provided characteristic data about
heifer operations across the U.S. and an
analysis of how these data may influ-
ence custom heifer growing charges.
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