
Farm Subsidies and Obesity 
in the United States

Julian M. Alston

Department of Agricultural and Resource Economics
University of California, Davis

Food Assistance and Nutrition Research Program Conference
USDA-ERS, Washington DC

December 7, 2007



Context
ǒResearch on Agricultural Policy and Obesity

Â Cooperative Agreement, ERS 
ÁSeptember 2005 ïMay 2007

Â USDA-NRI Project (CSREES # 2006-55215-16720)

ÁJune 2006 ïMay 2009

ǒCollaborators
Â UCD ARE -- Dan Sumner, Steve Vosti

Â UCD Nutrition -- Lucia Kaiser, Marilyn Townsend

Â ISU Economics -- Helen Jensen, John Beghin

Â Graduate Students

ǒIssues and Scope 
Â Farm Subsidies

Â Agricultural R&D 

Â Food & Nutrition Programs (WIC, Food Stamps)



Motivation 

ǒOne common and increasingly widespread idea is that 
farm subsidies contribute significantly to obesity and 
reducing these subsidies would go a long to solving the 
problem (e.g., NYT, 2003, Michael Pollan):

ñ[Our] cheap-food farm policy comes at a high price: é . [with 
costs including] the obesity epidemic at home ïwhich most 
researchers date to the mid-70s, just when we switched to a 
farm policy consecrated to the overproduction of grain.ò

ǒThis view has become accepted as a fact, in spite of 

Â No real evidence presented

Â Questions about the nature of effects

Â Grounds for skepticism about the size of effects



Farm Program Expenditures
CCC Outlays by Fiscal Year
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Budget for Commodity Subsidies 
(FY 2005/06 ïnumbers vary with market conditions)

$ billions

Feed grains 8.6

Soybeans 2.2

Wheat 2.2

Cotton 2.5

Rice 0.9

Dairy 0.3

Other commodities 0.6

Disaster 0.3

Other 1.0

TOTAL 18.6



Details of Policies Matter
ǒAn array of policies for program crops

ǒDetails differ by crop
Â direct payments (significantly ñdecoupledò from production)

Â marketing loans

Â counter-cyclical payments

Â crop insurance subsidies

Â export credit guarantees for buyers of US commodities

ǒSome farm prices are supported by barriers to 
imports at the expense of consumers
Â dairy

Â sugar

Â orange juice

Â beef (sometimes)



Implicit Model

ǒSimplistic model

Â Textbook subsidy => increase in producer price and production, a 

decrease in the consumer price, and an increase in consumption

ǒMore detailed mechanism

Â Subsidies reduce market prices of farm commodities, especially 

those that are important ingredients of more fattening foods

Â Lower farm commodity prices lower costs of food manufacturing

Â Food industry passes these cost savings on to consumers 

yielding reductions in retail prices

Â Consumers respond by increasing their consumption of more-

fattening foods

ǒSize of effect?

Â If effect at any step is small, total effect is small; if effect at every

step is small combined effect is negligible


