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In the 1992 election, the only 
agricultural subsidy that 
President Clinton pro
posed to cut was the 
honey program, and, ulti
mately, its funding was 
struck from the federal 

budget. But contrary to what 
one reads, the honey program still 

exists . In late 1993, Congress reauthorized it 
through 1998. Congress must repeal provisions of 
the Agricultural Act of 1949, which established the 
honey program, to kill it outright. 

While the honey program languishes, efforts are 
underway to revive it. The American Farm Bureau 
Federation, for one, is discussing strategies to con
tinue the subsidy to beekeepers. (See the AFBF 
1995 Farm Bill Task Force Discussion Report, Sep
tember 1994.) The honey program's fate probably 
will be decided amidst the broader congressional 
debate on the 1995 farm bill. 

The honey program has taken several forms over 
its forty-five-year history. From its 1949 inception 
through the early 1980s, it had little real effect, 
other than to subsidize operating loans to beekeep
ers. In the early 1980s, as previously ineffective 
price supports became effective, the federal govern
ment bought large fractions of the U.S. honey crop 
at prices well above the world price. Treasury out
lays peaked in 1988 at $100 million. Since then, 
government payments have declined due to 1986 
program revisions. However, up until it was re
moved from the budget in 1993 the program still 
guaranteed beekeepers a price for honey well above 
the market price. The honey program's current op
erations are limited to making operating loans to 

producers at subsidized interest rates. 
Honey support has been the topic of numerous 

congressional hearings since 1949. More seem likely 
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to follow. It is timely, therefore, to point out that 
arguments repeatedly used to support the honey 
subsidy are classic illustrations of economic mis
analysis and overstatement. We critique here three 
claims made by subsidy proponents. 

1. The value of honeybee pOllination 
and the fallacy of average valuation 
Backers of the honey program claim large economic 
benefits from honeybee pollination. The most re
fined estimate comes from a 1989 study by ento
mologists at Cornell University (see Robinson, 
Nowogrodzki, and Morse 1989) funded by the Na
tional Honey Board and the U.S. Department of 
Agriculture. The study claims that the annual value 
of honeybee pollination of marketed crops exceeds 
$9 billion, or 31 percent of the crops' total value. 
Reference to the $9 billion figure became standard 
in recent (1992 and 1993) congressional honey 
hearings. While honeybee pollination is important, 
even essential, to the production of many crops, 
the $9 billion figure is too large to be credible and 
its calculation is based on conceptual error. 

The Cornell study, published in the American 
Bee Journa~ considers forty-nine crops for which 
bee pollination is important. Consider, for example, 
its treatment of apricots. The value of the 1985 
apricot crop totalled $28.1 million. From experi
mental studies, Robinson, Nowogrodzki, and Morse 
estimate that 70 percent of apricot production 
would be lost without insect pollinators. They fur
ther estimate that 80 percent of insect pollinators 
are honeybees. They conclude that honeybees con
tribute 70 percent of 80 percent, or 56 percent, of 
the value of the apricot crop, which equates to 
$15.7 million. Adding such figures for the forty
nine crops in 1985 yields $9.3 billion. 

Suppose the 70 percent and 80 percent figures 
are unassailable. What do they mean? Interpreted 
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literally, if honeybees disappeared overnight, the 
yield per apricot tree would decline by 56 percent. 
There are at least two problems with this calcula
tion. First, while it may describe what would hap
pen the morning after the honeybee holocaust, it 
does not describe what would happen after some 
time to adjust to the new world without honey
bees. Into the breach would fly pollinating insects 
that had previously lost out in the competition for 
nectar. Researchers are, in fact, fmding that other 
types of bees pollinate, some more efficiently than 
honeybees (Adams and Senft). Adjustments also 
could and would be made by apricot growers. They 
would plant apricot varieties that more success
fully self-pollinate and depend less upon the now 
absent honeybee. In any sense longer than the 
immediate one, the calculation overstates the im
portance of bees. 

But second, and more fimdamentally, the calcula
tion misleads because it fails to distinguish between 
the average contribution of honeybees and their mar
ginal contribution. It is no doubt true that the con
tribution of a lone pollinating honeybee would be 
large. Every flower on which she lands would be 
fi-esh; evelY visit would result in pollination. Adding 
to the population, however, necessarily diminishes 
the subsequent, or marginal, contribution of bees. If 
there are enough bees to adequately pollinate the 
crop by current standards, then the next bee added 
will visit many flowers already pollinated. The in
crease in useful pollination services provided by the 
marginal bee must be less than those provided by 
earlier increments of bees. 

The 56 percent number describes the produc-

tiviry of honeybees on average. But, for analyzing 
changes in bee numbers caused by the honey pro
gram, it is hard to see the relevance of an average 
valuation. Data reported in Robinson, Nowogrodzki, 
and Morse allow us to make a rough adjustment to 
the figure to better reflect marginal values. Almonds 
grown in California do not self-pollinate and are 
not pollinated by the wind. Because honeybees pol
linate efficiently, it is universal practice to place bee 
colonies in almond orchards. Therefore, almonds as 
currently grown depend 100 percent on honeybees 
for pollination. Not surprisingly, there is an active 
market for pollination services and beekeepers rent 
their colonies to almond orchards when trees are in 
bloom. 

Further, the nectar from almond blossoms makes 
biuer honey. Therefore, beekeepers do not produce 
honey while they pollinate almond trees; they only 
provide pollination. Prices paid for such services re
flect their full marginal value. Robinson, 
Nowogrodzki, and Morse report a total of 650,000 
bee colony rentals in almond orchards, all in Cali
fornia, and a range of rental fees of $16-$35 per 
colony. Taking $25 as representative, almond polli
nation payments are $16.25 million. This is the 
market's valuation of the contribution of bees, a 
more modest 4.5 percent of the total sales of al
monds, which Robinson, Nowogrodzki, and Morse 
attribute 100 percent to honeybees. If almonds are 
representative of the other forry-eight crops, we can 
(crudely) apply the 4.5 percent factor to guess at a 
more reasonable aggregate number, a pollination 
value of $419 million instead of $9.3 billion. 

It is understandable why bee researchers would 
focus on the value of honeybee pollination and its 
essential role in many crops. But are there not other 
essential inputs? Land and labor come to mind. If 
each essential input is given credit for the almond 
industry's output, the value of inputs would exceed 
by many times the value of the almond crop and 
the social accounting would go haywire. 

2. How widespread is the 
pOllination externality? 
Proponents of the honey program argue that bee
keepers do not receive the full value of the pollina
tion services they provide due to high costs of 
enforcing properry rights. This argues for a pollina
tion subsidy on economic efficiency grounds. Bees 
do, in fact, pollinate home gardens and natural eco
systems, situations where beekeepers are not paid. 
There is no way to regulate a bee's flight path and it 
is costly for a beekeeper to charge for these services. 
But these situations do not describe commercial ag
riculture, where plants requiring pollination grow 
concentrated in fields . 

Steven Cheung, in 1973, argued that there was 



no externality in agricultural industries in the Pa
cific Northwest. He observed that the "pricing and 
contractual arrangements governing nectar and pol
lination services are consistent with efficient alloca
tion of resources" (p. 13). In cases where the crop 
or orchard provided little nectar, Cheung found 
that crop growers paid beekeepers for pollinating. 
In cases that did not require pollination, but the 
crop or orchard provided useful nectar for honey, 
beekeepers paid for the privilege of placing their 
colonies. Further, Cheung found that crops with 
high honey yields paid low pollination fees. Con
tracting in the industry had adjusted for the ben
efits accruing to beekeeper and farmer. 

Cheung's general point is due to Nobel Laureate 
Ronald Coase: transactions costs of market ex
change determine whether or not there is an exter
nality. For crops planted in large plots, effective 
pollination requires that beekeepers place colonies 
in or at the edge of the plots. The costs of market 
exchange, especially the costs of enforcing agree
ments between farmers and beekeepers, are likely 
to be low. Externalities are more likely in the in
stances of widespread and diffuse benefits to natu
ral ecosystems and home gardens. However, the 
same high transactions costs and diffuse benefits 
also make collective attempts to correct externali
ties problematic. 

3. Do high honey prices 
encourage pollination? 
While honeybees produce both honey and pollina
tion, in practice beekeepers often use a colony for 
only one commercial purpose at a time. Effective 
pollination requires a higher density of bees than 
does honey production. If colonies are placed in a 
field to effectively pollinate, there are so many bees 
relative to the food supply that they consume all 
the honey they produce. The issue is somewhat 
complicated by the fact that beekeepers produce 
several honey or pollination "crops" in a year. At a 
particular time, however, beekeepers either rent out 
colonies for pollination or strategically place them 
for best honey production. Therefore, a higher price 
of honey may actually decrease the incentive for 
beekeepers to provide pollination. 

The issue is whether pollination and honey are 
substitute or complementary outputs. Arguments 
made in favor of the support program nearly al
ways assume complementarity. Data on colony 
populations by state, however, suggest substitut
ability and specialization. Over time, bee popula
tions have shifted from states with crops requiring 
pollination to states with crops producing nectar 
for honey. For example, colony numbers in North 
Dakota and South Dakota, states with few crops 
requiring pollination, have doubled several times 
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in recent decades. A 1985 U.S. General Account
ing Office report noted that, with the exception of 
Florida, the states with increased colony popula
tions grow few crops that require supplemental pol
lination. These changes cannot be attributed entirely 
to the honey support program because it had very 
little effect on the industry until 1981. However, 
the increases in bee populations in honey-produc
ing states have continued since then, when the 
honey price support became effective. 

The future of the honey program 
Beekeepers now feel the effects of eliminating honey 
price support. They are reducing their bee stocks, 
and less efficient operators are leaving the industry. 
There is renewed emphasis on generating revenue 
from pollination. Price adjustments can be expected 
in markets for honey, pollination, and beekeeping 
inputs to reflect the changing marginal social val
ues of the industry's outputs and inputs. 

What will happen to the honey program and 
other farm subsidies in the 104th Congress? If the 
experience of the honey program is a guide, we can 
predict that neither economic logic nor fact will 
carry the day in subcommittee hearing rooms. While 
the economic arguments from honey hearings make 
interesting reading and illustrate how economics is 
used in policy debate, they cannot explain why, for 
forry-five years, the United States has had a honey 
program. A program that, in the 1980s, gave each 
participating beekeeper $10,000 on average while 
taking from the average citizen only thirty-three 
cents probably owes its survival more to interest 
group politics than to economic efficiency. We leave 
the telling of that story for another day. t! 
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