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Allison Scheetz: Welcome to the Applied Economic Perspectives and Policy podcast, a 
production of Oxford Journals and the Agricultural and Applied Economics Association. 

Today’s podcast features a discussion between Spiro Stefanou and Richard Shumway 
about a recent Featured Article published in AEPP. If you are interested in reading the 
article or learning more about AEPP visit aepp dot oxford journals dot org.   

Spiro Stefanou: Welcome to the Applied Economics Perspectives and Policy podcast 
series.  I am Spiro Stefanou, managing editor of the journal and professor and chair of 
Food and Resource Economics at the University of Florida.  Today we will focus on the 
recent featured article, "U.S. Agricultural Productivity: A Review of USDA Economic 
Research Service Methods".  This article is coauthored by Richard Shumway, regents 
professor in the School of Economic Sciences at Washington State University; Barbara 
Fraumeni, who holds faculty appointments at the Central University of Finance and 
Economics as well as the University of Southern Maine; Lilyan Fulginiti, professor of 
Agricultural Economics at the University of Nebraska; Jon Samuels, research economist 
for the Bureau of Economic Analysis at U.S. Department of Commerce; and in the 
interest of full disclosure, I, too, am a coauthor.  Today we have Richard Shumway 
joining us.  Richard, welcome to our podcast.  

Richard Shumway:  Thank you, Spiro.  It's a pleasure.  

Spiro Stefanou:  In August 2013, USDA appointed an external expert panel, the authors 
of this featured article, to review the USDA's agricultural productivity accounts that are 
produced by the Economic Research Service.  The Office of Management and Budget 
mandates that all federal statistical agencies, of which ERS is one of them, institute a 
regular program of data quality reviews.  This constituted the first full-scale external 
review of these accounts since the review of a joint American agricultural economics 
association USDA task force 35 years ago that resulted in an overhaul of the procedures 
used to develop them.  This article is an interpretive overview of this year-long review.  
Richard, many users of productivity numbers as measures of economic performance may 
sometimes too quickly even glide over the nuts and bolts of building productivity 
accounts.  Can you provide us with an idea of the scope of such an effort?  

Richard Shumway:  Well, production relates to the transition of inputs into outputs, so 
the core of this database involves a proper measurement of inputs and outputs.  But the 
country doesn't produce outputs.  It's individual businesses and in our case, farmers, who 
are ultimately generating these core data.  The challenge that analysts who construct 
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such a database face include summarizing these farm level generated data into overall 
state level or national stories.  So we have challenges of aggregating a large number of 
inputs into a handful of categories as well as aggregating over a massive number of 
farms.  Just think about how many different types of agricultural chemical are used.  They 
can be broadly classified as fertilizers, pesticides, herbicides, and fungicides, but each 
broad category may include literally hundreds of individually branded chemicals.  We 
have the same challenge on the output side, aggregating more than 300 individual 
commodities into a single output index.  An appropriate aggregation across firms, across 
inputs, and across outputs is just one of the challenges faced by those building the 
productivity accounts.  Another is how to measure the flow of services from durable 
assets such as tractors and harvesters.  These inputs aren't used up in the year they're 
purchased as seed, fertilizer, and pesticides may be.  So it is necessary to estimate the 
services they provide each year and the proportionate cost of those services.  

Spiro Stefanou:  From an economic policy perspective, we often focus on who wins and 
who loses through a policy initiative.  In the case of productivity counts, who are the 
primary consumers and what do they do with these databases?  

Richard Shumway:  Productivity and growth, when applied to an economic story, are 
catch words that broadly convey the potential for enhanced wellbeing.  Firms may be 
able to maintain and enhance their profitability.  Households may be able to enjoy a 
higher standard of living, and the economy more broadly may be able to accomplish 
more with the same resources for when productivity increases.  In the US, farmers are 
producing more than two and a half times what they produced 65 years ago and are 
doing so with only three percent more inputs.  That remarkable productivity increase has 
led to much lower food prices for us than for our grandparents.  Productivity and its 
movement over time is a reflection of choices made by policy-makers concerning 
incentives and structural adjustments and investments that impact firms' decision 
environments and by firms concerning allocation of resources as they may affect even 
efficient analogical choices.  And then from a policy perspective, the notion of productivity 
is a longer run concept that serves as a benchmark for how well a sector performs and 
contributes to economic wellbeing.  The remarkable productivity increase in agriculture 
has been mainly due to implementation of new technology and production methods, 
which are largely a result of public and private investment in research, education, and 
infrastructure.  

Spiro Stefanou:  Despite major changes that have been implemented by ERS, the 
current review committee concluded that many changes still need to be made and 
submitted its recommendations to the USDA in September of 2014.  What are some of 
the committee's major recommendations?   
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Richard Shumway:  The USDA productivity database and accounts are actually some of 
the premier data products that the Economic Research Service offers.  ERS is, in fact, 
the acknowledged intellectual leader in construction and integration of national and state 
level productivity accounts in agriculture.  Their productivity measures are widely referred 
to and used, and international sectoral comparisons rely on their productivity accounts for 
a foundation methodology in constructing the agricultural productivity accounts in other 
countries.  It is with that backdrop of vigorous intellectual leadership that the External 
Review Committee examined data sources, methodology, ongoing research 
documentation and reporting of the ERS agricultural productivity accounts.  Our highest 
priority recommendations focus on transparency, interagency cooperation, and state-
level productivity accounts.  With regard to transparency, we recommend that ERS 
enhance their transparency in two specific ways.  The first of those is to fully document 
and keep current all procedures that are followed from data sources through 
measurement of productivity change so that a non-expert could reproduce the accounts.  
And a second is to post online timely and detailed documentation including noting all 
updates and adjustments to data or deviations from their general procedures.   

Spiro Stefanou: How can ERS cooperate with other agencies' efforts?  

Richard Shumway:  Well, there still remains some duplication of efforts, and so one of 
our recommendations is they cooperate to reduce duplication, but also to achieve 
consistency across a statistical series and obtain information at the lowest possible cost, 
and that would enable them to capitalize on interagency research and expertise.  

Spiro Stefanou:  One last question about these recommendations: the nation doesn't 
build the productivity accounts.  They're kind of aggregated up to that level as you 
indicated.  What's the role of the state accounts and how are they used?  

Richard Shumway:  One of the innovations that was made following the previous review 
of the productivity accounts was that ERS began developing and reporting state-level 
productivity accounts.  Unfortunately they were discontinued a few years ago because of 
federal budget cuts resulted in discontinuation of the annual Farm Labor Survey.  Our 
assessment is that the state level accounts are just too important to be discontinued.  
They continue to be widely used.  They provide the foundation for the US Aggregate 
Counsel.  They give more detail, consistency, and even robustness to the US Aggregate.  
In addition, they enable analysis of differences is regional performance.  So our 
recommendation, and it's a strong recommendation, is that the state-level productivity 
accounts be reinstated even if that means accepting some reduced precision.      
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Spiro Stefanou:  Richard, many thanks to you for taking time to share your insights on 
your committee's efforts to help economists do a better job at contributing to policy 
analysis.   

Allison Scheetz: The article discussed today, "U.S. Agricultural Productivity: A Review of 
USDA Economic Research Service Methods " was co-authored by Richard Shumway, 
regents professor in the School of Economics Sciences at Washington State University. It 
can be found in Volume 38 Issue 1 of AEPP. If you have any feedback or questions, 
please send an email to podcasts at oxford journals dot org. 
 
If you are interested in learning more about AEPP or signing up for free AEPP content 
alerts, visit aepp dot oxford journals dot org.  For more information about the Agricultural 
& Applied Economics Association, go online to aaea dot org.  
 
The music featured in today’s episode is the song “Forward” by Northbound. You can find 
it online at free music archive dot org. Thanks for listening. 

#### End #### 


