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Honey

Beekeeping and the Honey Program

Frederic L. Hoff and Jane K. Phillips
(202) 786-1883 (202) 447-7602

any Americans perceive honeybees

as useful only to produce the
honey we eat in liquid or creamed form
or use as an ingredient in a wide array of
food products. The National Honey
Board reports that 493 different honey-
containing products were available to
consumers in 1988. (The Board is an
industry group appointed by the Secre-
tary of Agriculture that coordinates a
national marketing research, advertising,
and promotion program for honey.) In
most supermarkets, today’s shopper can
usually find 40 to 50 of these items,
including bakery goods, beverages, can-
dies, cereals, condiments, dairy products,
desserts, entrees, spreads, and side dishes.

Manufacturers of these products prom-
inently advertise their use of honey, list-
ing itin bold letters in the names of
many honey-containing items. “Honey
Graham Crackers,” “Honey Nut Cheer-
ios,” “Honey Raisin Bran,” “Honey
Wheat Bread,” and “Honey Bran Cook-
ies” are just a few.

However, honeybees (Apis Mellifera
L.) play a more important role than mere
honey producers. They assist in the pro-
duction of a wide variety of commodi-
ties, such as apples, melons, cucumbers,
almonds, flax, sunflowers, and clover.
These and other fruits, vegetables, tree
nuts, and field, seed, and forage crops
require, or benefit directly from, bee pol-
lination. For U.S. agriculture, the value
of honeybees as pollinators far exceeds
the value of the honey and beeswax they
produce.

In addition, honeybees are important
to the production of plants that provide
food and shelter for wildlife, control soil
erosion, and beautify the environment.
To ensure an ample supply of honeybees
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for pollination, the Government has sup-
ported the price of honey for nearly 40
years. It was deemed impractical for the
Government to subsidize beekeepers
through payments for pollination. The
alternative is to support honey prices at
levels that make it possible for beekeep-
ers to maintain viable operations.

History of the Honey Program

The price support program for honey
was established by the Agricultural Act
of 1949 and put into effect in 1950. The
Act mandated honey supports at a level
between 60 and 90 percent of parity.
(Program terms are explained in the
Glossary.) The program was established
because depressed prices and over-
capacity within the industry developed
after sugar rationing was terminated at
the end of World War II. Congress also
recognized the importance of beekeeping
to pollinate our crops.

Under the 1950 program, honey pack-
ers signed contracts with USDA whereby
they agreed to meet certain standards
regarding the cleanliness, moisture con-
tent, and flavor of the honey. USDA
agreed to pay contracting packers the
support price for all the honey that could
not be marketed through regular chan-
ncls. USDA also paid the expenses
incurred by packers for handling, storing,
and any processing requested by the
Department. Beckeepers were paid 9
cents per pound for honey delivered to
participating packers who met program
requirements. A similar program in
1951 introduced a price support differen-
tial of 1.1 cents per pound between
honey of “general national acceptability”
and “limited acceptability” for table use.

From 1952 through 1985, the price of
honey was supported through a loan and
purchase program set up on the basis of
class (table or nontable honey) and color
(white, extra light amber, light amber,
and amber). Under the loan feature of

the program, participating producers and
marketing cooperatives received an ini-
tial loan disbursement on a portion of
their crop. This was equal to the estab-
lished loan rate per pound times the eligi-
ble quantity, which was up to 90 percent
of farm-stored honey or 95 percent of
honey stored in Commodity Credit Cor-
poration (CCC) approved warehouses.
Participants received price support for
the additional 5 or 10 percent of the crop
when the loan was settled.

These nonrecourse loans enabled pro-
ducers to store their honey and wait for a
more advantageous market price. They
had until the end of the marketing year,
which runs from April 1 to March 31, to
sell their honey in the marketplace and
repay the loan with interest. However, if
borrowers were unable or unwilling to
market their honey for a price sufficient
to repay the loan, they could forfeit the
honey to the CCC.

Under the purchase feature of the pro-
gram, beekeepers designated a quantity
of honey to be sold to the CCC and made
delivery according to instructions. At
the end of the marketing year, the bee-
keepers participating in the purchase
option received payment from the CCC
based upon the support price and the
quantity of honey delivered. Although
beekeepers were not obligated to deliver
any honey to CCC, the CCC was
required to accept as much as 110 per-
cent of the eligible honey covered by the
agreement. For beekeepers who did not
need the working capital provided by
nonrecourse loans, purchase agreements
were an ideal means of receiving price
support for their honey.

Current Honey Program

The Food Security Act of 1985 made
several changes in the honey program.
The new law eliminated the parity for-
mula and progressively lowered support
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prices for the 1986 through 1990 crops.
The 1986 national average support price
was set at 64 cents a pound, down from
65.3 cents for the 1985 crop. The aver-
age loan rates for 1987, 1988, and 1989
were 61 cents, 59.1 cents, and 56.36
cents a pound, respectively. In addition
to the S-percent annual reduction
required for 1986-90 crops, the Budget
Reconciliation Act of 1987 further low-
ered the loan rate 2 cents for the 1987
crop, 0.75 cent for 1988, 0.5 cent for
1989, and 0.25 cent for 1990.

The 1985 Act also authorized a lower
loan repayment option for the 1986
through 1990 crops. This feature allows
a honey producer to repay a loan at a rate
below the support price. The option, dis-
cretionary on the part of the Secretary,
was put into effect for the 1986-89 crops.
Since October 8, 1987, honey loan repay-
ment levels have ranged from 40 cents
per pound for white honey to 33 cents for
nontable class honey. These repayment

January-March 1990

rates are based on current market condi-

tions, as well as honey price support
activity. To further encourage use of the
repayment option, the purchase agree-
ments allowed under earlier programs
were dropped.

Impacts on U.S. Honey Producers

Beekeepers strongly support the
honey program because it smooths out
price fluctuations and provides a market
for honey at an assured price. Since
1981, prices paid by CCC under the sup-
port program have exceeded those in the
domestic market, thus providing addi-
tional benefits to producers.

Much of the program’s history has
centered around loan activity rather than
CCC purchases. That is because the
wholesale price of honey in 60-pound
and larger containers, the minimum quan-
tity eligible for delivery under a loan or
purchase, usually exceeded the price sup-
port level. However, beginning in the
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early 1980’s and continuing through the
1985 crop, support prices rose above
average domestic wholesale and world
prices due to high parity prices.

Consequently, beekeepers found it
profitable to forfeit their honey to CCC,
while packers and industrial users
imported honey for domestic use. As a
result, forfeitures grew from 6.0 million
pounds during the 1980 crop year to
106.4 million pounds in 1983 (iable 1).
For fiscal years 1980-88, CCC spent an
estimated $525.6 million to operate the
honey program. Through August 31,
1989, about 532 million pounds of honey
were forfeited to the CCC from the
1980-88 crops.

The repayment option announced by
the Secretary for the 1986-89 crops
increased participation in the program
and significantly reduced honey imports.
The number of loans increased from
about 6,300 in 1985 to 11,600 in 1987.
For the 1988 crop, 15,090 loans were
made through August 31, 1989, for 206.7
million pounds, nearly 98 percent of U.S.
production. Nearly half of the honey
placed under loan was in California, Flor-
ida, Minnesota, North Dakota, and South
Dakota.

With the reduced support price and
lower loan repayments, CCC acquisi-
tions of honey dropped significantly.
Acquisitions of 1986 crop honey were 41
million pounds, down from 98 million in
1985. Of the record 216.4 million
pounds of 1987 crop honey placed under
loan, CCC acquisitions are estimated to
be about 52 million pounds. This is up
slightly from 1986, but still about 47 per-
cent less than 1985 crop forfeitures.

Effects on Consumers

Calculations of domestic honey dispo-
sition include commercial sales and Gov-
emment sales and donations.
Commercial sales increased from 1985
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Table 1. Costs of the Honey Program
Rose Tenfold Between 1980 and 1984

Crop Honey placed CCC
year' under loan acquisitions
Million pounds

1980 411 6.0
1981 55.2 35.2
1982 88.4 74.5
1983 113.6 106.4
1984 107.5 105.8
1985 102.0 97.6
1986 180.4 41.02
1987 216.4 52.22
1988 206.7 13.32

Estimated cost

Net Government
expenditures*

Fiscal Total
year outlays?®

Million dollars

1980 26.5 8.7
1981 29.1 8.4
1982 38.7 27.4
1983 58.1 48.0
1984 97.4 90.2
1985 85.8 80.8
1986 96.9 89.4
1987 114.9 72.6

1988 179.5 100.1

'The crop year for honey runs from January 1 to
December 31. 2Estimated as of August 31, 1989.
%Includes loans, purchases, storage, handling, and
other costs. *Outlays less receipts.

Source: Agricultural Stabilization and Conservation
Service.

through 1987 because declining support
prices and the loan repayment option
lowered market prices. In addition, the
recent promotional campaign by the
National Honey Board has likely stimu-
lated honey use in the United States.
Domestic disposition was estimated to be
arecord 331.2 million pounds in 1987,
up from 291.4 million in 1986. How-
ever, disposition declined to 275.6 mil-
lion pounds in 1988, as smaller amounts
of forfeitures led to reduced Government
donations.
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CCC honey stocks are disposed of
through the National School Lunch Pro-
gram and the Temporary Emergency
Food Assistance Program (TEFAP), oper-
ated by USDA’s Food and Nutrition
Service. TEFAP generally involves
donations of honey to food banks distrib-
uting emergency food assistance. The
Bureau of Prisons also receives CCC
honey stocks.

The honey program also provides indi-
rect benefits to consumers because it
helps maintain sufficient honeybee colo-
nies in the United States so that many
important food and fiber crops are polli-
nated. An estimated 15 percent of the
plant-derived portion of our diet comes
from plants dependent upon, or helped
by, insect pollination. Beef and dairy
products also rely somewhat on an ade-
quate U.S. bee population since cattle
consume a variety of forage crops, such
as alfalfa and clover, that benefit from
insect pollination. In total, about one-
third of the human diet is derived
directly or indirectly from insect-polli-
nated plants.

The United States has been a net
honey importer almost every year since
1967, with the exception of 1973
(figure 1). Since 1981, China, Mexico,
Argentina, and Canada have accounted
for about 85 percent of U.S. honey
imports. Because of the loan repayment
option under the U.S. price support pro-
gram, American honey is regaining a sub-
stantial portion of the domestic market.
In 1988, 20 percent of the honey con-
sumed in the United States was
imported, compared with nearly 50 per-
centin 1984.

Marketing Honey Under
the Program

Honey moves to consumers through
several marketing channels. Some pro-
ducers sell their entire crop in bulk con-
tainers to cooperative marketing
associations, packers, or dealers. Others
use smaller containers and sell their

honey directly to retail stores, consum-
ers, or both. Processing honey beyond
the extraction stage may be done by the
producer, the packer, or both.

Processed honey is generally mar-
keted by three types of suppliers:
® Producer-packers bottle and sell part
or all of their honey crop. They gener-
ally market their honey from roadside
stands, their homes, local stores, or door-
to-door. Some employ brokers to move
the honey into retail chains.
® Cooperative marketing organizations
process, pack, and distribute members’
honey under the cooperative label. Some
cooperatives pool and market their honey
in bulk containers.

® Boutlers are generally large, well-
organized firms that distribute advertised
brands of honey or provide private-label
packing for retail chains. These firms
buy honey from domestic and foreign
sources and may blend the final product
to keep color and flavor as uniform as
possible.

Industrial users primarily purchase
honey in bulk from processors, but some
comes directly from producers and
importers. The major industrial users are
the baking, dairy, cereal, confectionery,
pharmaceutical, and tobacco industries,
the restaurant trade, and other processors
of sweetened products.

The honey program influences the pro-
curement decisions of processors and
industrial users. With the high support
rates characteristic of the early to mid-
1980’s, manufacturers found it more
profitable to use imported honey. How-
ever, the lower loan repayment option
and reduced support prices for the

1986-89 crops have made domestic
honey available to manufacturers at
prices competitive with imports. (Manu-
facturers are using more higher quality
domestic honey and less imported
honey.) This has reduced imports and
raised domestic honey sales (table 2).
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Figure 1. U.S. Honey Imports Increased Dramatically in the Early 1980’s
Million pounds
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Lower market prices for domestic
honey, increased consumer awareness of
the nutritional and taste benefits of
honey, as well as the expanding promo-
tional activities by the National Honey
Board, have encouraged food manufac-
turers to develop and market new honey-
flavored products. In turm, these
products have stimulated the recent
growth in U.S. honey consumption. Il

References

Anderson, Earl D. An Appraisal of the
Beekeeping Industry, ARS 42-150.
Agricultural Research Service,
USDA, 1969.

Barclay, John S. and Joseph O. Moffett.
“The Pollination Value of Honey
Bees to Wildlife." American Bee
Journal, Vol. 124 (7), July 1984.

Hoff, Frederic L. and Jane K. Phillips.
Honey: Background for 1990 Farm
Legislation, AGES 89-43. ERS,
USDA, September 1989.

Table 2. Domestic Production Accounted for a Greater Share of U.S. Honey
Use in 1987 and 1988

Item 1985 1986 1987 1988
Thousands
Number of colonies 4,325 3,2002 3,1902 3,186°
Pounds per colony
Yield 34.7 62.5 711 66.4
Million pounds
Supply 479.5 534.7 519.1 4429
Beginning stocks 191.2 2159 2341 175.5
Production 150.1 200.4 226.8 211.5
Imports 138.2 118.4 58.2 55.9
Utilization 263.6 300.6 343.6 289.5
Domestic ? 2571 291.4 331.2 275.6
Exports 6.5 9.2 12.4 139
Ending stocks 215.9 234.1 175.5 153.4
Commercial 22.8 25.0 26.0 225
Outstanding loans * 52.7 1224 108.7 107.0
CCC inventory 140.4 86.7 40.8 23.9

'Estimated due to lack of production data. Beekeepers with five or more colonies. *Commercial sales and
Government sales and donations. ‘Honey used as collateral for price support loans.

January-March 1990

. “Report on U.S. Imports.”
Report prepared in compliance with
Section 4503 of the Agricultural
Competitiveness and Trade Act of
1988. ERS and Agricultural Stabiliza-
tion and Conservation Service,
USDA, November 1988.

Levin, M.D. “Value of Bee Pollination
to United States Agriculture.” Ameri-
can Bee Journal, Vol. 124 (3), March
1984.

Phillips, Jane K. and Frederic L. Hoff.
“U.S. Honey Price Support Policy.”
Sugar and Sweeteners Situation and
Outlook Report, SSRV14NI. ERS,
USDA, March 1989.

Robinson, Willard S., Richard
Nowogvodzki, and Roger A. Morse.
“Pollination Parameters.” Bee Cul-
twre, Vol. 117, No. 3, March 1989.

World Honey Situation. Foreign Agricul-
tural Service, USDA, various issues.

65





