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B: Bob McKersie 
G: George Roth 
 
 
B: Were you born in Argentina? 
 
E: Yes. 
 
B: We were talking a little bit about your background before you got to MIT. What is 

your family history that explains your growing up in Argentina? 

 

E: My father was a missionary in the Lutheran faith, and he was a linguist. He went 

to Argentina in 1921, straight out of seminary. There was a large German population there, and 

he translated everything from German into Spanish. After WWII, a lot of Nazis migrated into 

Argentina. They weren’t very happy with my father because he had translated everything into 

Spanish. A story he used to tell me was, they told them that God was German, therefore you had 

to talk to God in German.  

 

G: Skipped right over the Aramaic, the Hebrew, and Latin.   

 

E: Right. He was on a sabbatical leave at Columbia in 1949 when he got a telegram 

that he’d been relieved of is duties as president of the seminary. He had met my mother in 

Argentina. She had been a countess, governess. My parents had 10 kids; I’m the last of the 10. 

  My father then was sent into the parish life. He was an assistant clergyman at a 

small parish in Portage, Wisconsin, for several years. Then he moved up to the Wausau area, a 

small town called Wittenberg – appropriate enough for someone from the Lutheran faith. That’s 

where I grew up. 
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B: So in 1949, how old were you then? 

 

E: Three.  

 

B: You didn’t really remember much about Argentina, then.... 

 

E: No, no, I remember a cute little girl on the cruise ship that we took from 

Argentina to NYC when we came here.  That’s my background. I’m the only economist in the 

family. There were 10 of us kids, 7 are still surviving. All but one of them had advanced degrees, 

ranging from anthropology, to art history, to electrical engineering, to Spanish, medicine.  

 I went to high school in a small school in central Wisconsin called Wittenberg 

High School. Had a very good science program, remarkably good education, in retrospect. 

 Then I went to Valparaiso... 

 

B: Is Valparaiso church-related? 

 

E: Yes, it’s affiliated with the Lutheran Church. 

 

B: Interesting. It’s in northern Indiana, isn’t it? 

 

E: Yes. It’s half-way between South Bend and Chicago. It’s up near Gary, Indiana, 

the former headquarters of the Ku Klux Klan.  

 Originally my major was electrical engineering, but I didn’t want to take a 7:30am 

class, so I switched to economics. I got a very good education there. I had a double major in 

economics and philosophy.  

 I applied to a number of grad schools, was not accepted at MIT or Harvard. I 

instead enrolled in the University of Wisconsin, Madison.  This was during the Vietnam War 

days. I got there in 1968.  

 

B: The late ‘60s. You must have been there about the same time as Tom Kochan? 
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E: Yes, he and I overlapped. I didn’t get to know him well there... 

 

B: Well, he was on the labor side, and your study was more... 

 

E: ...more on the economics side, econometrics. Gerald Summers was there. 

 

B: They had a great center for labor. They were considered the best. I mean, Everett 

Kasselow. The fellow who really got Tom into the field. There was a cluster of talent. It came 

down from John R. Commons, it was a wonderful rich tradition of industrial relations at the 

University of Wisconsin.  Jack Barbash is the fellow I was trying to think of.  Tom tells the story 

of how, as a freshman or sophomore, he’s a kid off the farm, he doesn’t know what he’s going to 

study. He takes this course from Jack Barbash and it hooked him in the field of labor. Barbash 

was that kind of teacher, he had come out from the labor movement himself, and was very 

charismatic.... 

 

E: Yes, we had a big center for poverty research there as well.  W. Lee Hanson and 

Gene Smolensky... 

 

B: Gene Smolensky went there from Chicago. Because I was on the faculty at 

Chicago during the 1960s, and Smolensky was there for a while and then he went to Wisconsin. 

 Then there was the guy who did a lot of work on Social Security, Robert 

Lampman.   

 

E: It was a good place to be. The usual night-time activity was turning on the CBS 

News to see what student protest made it onto the national news. Was it us, Columbia, or 

Berkeley? [laughing] 

 

B: What year did you finish at Wisconsin? 

 

E: I got there in 1968, and I worked reasonably closely with two fellows. One was 

named Lau Christensen, who was a student of Dale Jorgenson’s. And then a very distinguished 
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econometrician named Arthur Goldberger. Lau was my thesis supervisor, and he had an offer to 

spend a year in Washington, DC at the Treasury. He said, “Do you want to come to Washington, 

DC for a year and finish your dissertation?” 

 I said, “Sure.” So I left Madison in 1971, and got my degree in August of 1972, 

and then went to the University of British Columbia, in Vancouver. At that time, my research 

interests were primarily in the area of energy and natural resources, and UBC was the best place 

in the world to study in those areas at that point in time , MIT probably number two. So I went 

there. I loved Vancouver. It’s a beautiful city.   

 As I mentioned, Lau Christiansen was a student of Dale Jorgensen’s. Another 

person who worked very close with Dale in the energy area was David Wood.  You might 

remember David. 

 

B: No I don’t – Oh sure! Sure. He’s deceased, isn’t he? 

 

E: Yes, but he came here in 1973 or 74, I’ve forgotten the exact year. 

 

B: Yes, and held things together. 

 

E: Yes. He worked with Sloan, with Electrical Engineering. There was a guy named 

David Wilson here. David Wood and I interacted quite a lot. I had a sabbatical in 1977-78 from 

UBC and he said “Why don’t you spend it here?” So I came, and that was the year that Bob 

Pindyck was on leave, so I used his office. Next door to my office was Danny Holland, then 

there was Fischer Black. Some real characters.  

 

B: What floor of the building where you in? 

 

E: Second floor of E52. A corner office that looked out onto Ames Street.  What I 

best remember from those years is that I rented a place in Waban, and I typically drove in to 

work with Morris Adelman. We would talk about Mozart and music.... 

 

B: Are you in touch with Morey?  He’s in a kind of retirement home, isn’t he? 
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E: Yes. Bob Pindyck has been in pretty close touch with him. Therese Henderson, 

was she on the 5th floor? I forget. She used to work for him. She sees him quite frequently. He’s 

out in Sharon.  The other thing I really remember especially was, at that time the Faculty Club 

was a different organization than it is today. 

 

B: It was a wonderful institution then. 

 

E: And the Economics Department had a tradition of having faculty sit at the same 

table, a BIG table.   

 

B: And that was both from the department AND from the School, right? 

 

E: Right. No distinction. So I remember many a wonderful lunch, listening to Paul 

Samuelson, Charlie Kindleberger, Evsey Domar, Bob Solow, and just soaking it in. They had a 

tradition of not talking shop at lunch, but talking history, current events and things like that. So it 

was just wonderful, for a visitor like me, it was an incredible experience. 

 

B: That was just a year’s sabbatical, so you went back to....? 

 

E: I went back to UBC. I got an offer a year later, and I said “let me think about it.” I 

thought about it for a year and then I came here in 1980. 

 

B: At what rank? 

 

E: As a full professor. I’d been an associate professor there. They promoted me to 

full here. I remember my salary was what I thought was astonishing, at $38,000! [laughs]  

Wasn’t nearly that high in Canadian dollars. At that point, the Canadian dollar was only 0.8 or so 

of the US dollar. 
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B: We came here the same year. I came on a visiting arrangement from Cornell in 

the fall of 1979, and then went off on a sabbatical from Cornell. Didn’t really start here until Fall 

of 1980, which would have been the same time you came. The same year. 

 

E: Right. Well, at that time, Abe was the dean, and Al was his deputy when I arrived. 

I remember at that time our teaching load was four courses a year. I basically taught the micro 

course and an econometrics course. I remember the micro course, particularly, because it’s so 

different from what it is now. When I started here, we were very proud to be mathematically 

oriented, and we had a lot of calculus and math in the basic micro course. You may remember 

that as well. Today we hardly do any of that at all, and it’s much more visual and graphic course, 

very little calculus. We used to require that people had actually taken all these courses in 

undergrad. We don’t do that any more. So right now, about half to two-thirds of the students 

have never taken an economics course before. 

 

G: I remember the problem sets in that class. I had an MBA degree, but I had been 

working for 10 years when I came back, so I had to remember some of the math. I had been a 

calculus tutor for some time, so that came back quickly. 

 

E: So you said you got your degree in 1987?  

 

G: I came in 1987. I got my degree in 1993. 

 

E: I remember, it was a day in October, 1987, when the stock market crashed? 

 

G: On my birthday. October 18. And I had been with Digital Equipment and was on 

a leave of absence from them. I had planned on exercising stock options and selling the stock 

that January, and I held onto it too long. But Digital was worth more than Ford at that time, the 

computer industry at that time having been bid up. 

 

This transcript copy is created from the original in the MIT archive of the Sloan Oral History Project, 
a special project of the MIT Sloan School of Management during 2010-2016.

Copyright Massachusetts Institute of Technology 2016 Licensed under Creative Commons CC-BY-NC



Int. w/E. Berndt  7 
4/7/14 
 
 
E: I remember making some crack about all the wealth that had been lost, which 

wasn’t particularly reverent. I remember my poor course evaluations, we really suffered that 

semester. I was never forgiven.  

 

B: So where was your office when you came on a permanent basis in 1980? 

 

E: I think it was Room 252. So it would have been the office right next to Danny 

Holland’s, who had the big corner office. I remember one story about Danny. During the 1960s, 

he was heading up an ombudsman-type role with students. Legend has it that students came to 

ransack his office, but they came there and somebody had done it already! He had books just 

piled up everywhere.   

 When did Lester become dean?    

 

B: Early 1990s.  

 

G: He was dean when I came here. He was dean in 1987.  

 

E: I remember thinking back, I thought of all the deans who have done different 

things here. He really took this place to a different level with the theme that we’re not a 

technology niche business school, we are a major business school. We had the first of many 

long, long debates about what was the mission of the School. You probably remember that well, 

Bob. 

 

B: Oh yes. The off-campus retreats and things. 

 

E: That was a major change at Sloan, to envisage itself as being a big-time player, 

rather than a niche player. 

 

B: Well, there’s always been some tension about whether we’re here to help round 

out the engineers and be a kind of service side to MIT, or whether we stand in our own with the 

other industry business schools. 
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E: Wasn’t it he who said “we have the three-legged stool at MIT. Engineering, 

Science, and Sloan”. At that time, Lester was quite a figure. He was very prominent in terms of 

public policy debates – he always had a book that came out during a presidential election year. 

 

B: Right, he had books just about every other year coming out. 

 

E: Zero Sum Society, then he had one that was somewhat not as prophetic, but 

basically asked, “Who would overtake the US first, would it be Germany or Japan?”  

 I basically taught the same courses through all that time period. Microeconomics 

and econometrics. Occasionally I taught a course that was sort of a successor follow up to 

Microeconomics, 15.013 was the number. It’s more like a strategy course. Bob Pindyck teaches 

it now. He’s done a wonderful job with it.  What else do I remember? 

 

B: One of the questions that always comes up with economists with the Sloan School 

is, we don’t have our Ph.D. students. You work with the Ph.D. students in Economics 

Department? 

 

E: We used to have our own Ph.D. program. Folks like Erik Brynjolfsson, I was one 

of his thesis supervisors. I am not sure exactly what year, probably early 1990s, we basically 

folded in our Ph.D. program within the Department. Some of us still supervise students in the 

Department, sometimes elsewhere at Sloan. This year, for example, I had a Ph.D. student who 

has taken an offer at Booth at Chicago. He’s sort of a cross between marketing and economics. 

But it’s always been ....we’ve had a lot of cross between the Department and Sloan. We attend 

each other’s seminars and things like that. 

 

B: And the seminars that you consider the home seminars are which ones? 

 

E: There’s an applied economics, an applied micro seminar, and there’s Industrial 

Organization every Monday. I’m missing that today. Then we have a couple of folks who have 

joint appointments, like Bob Gibbons, and they do a very good job of bridging as well with the 
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various Sloan and economics Ph.D. students. Bob is basically the father of this whole new sub-

field in economics called the economics of organizations. 

 

B: It’s a hot area, isn’t it? 

 

G: Working on a handbook, right? 

 

E: Yes. Actually, it’s been published, the handbook has been out now. 

 

G: I know he’s getting ready for a sabbatical too. 

 

E: Yes, he’s going to Stanford next year.   

 Around that time, my interest started to shift from energy issues to healthcare and 

medical stuff. I’d been exposed to a fair bit of that while at UBC where they had all these very 

well-known health economists who needed somebody to be the second reader on Ph.D. 

dissertations. So that job often fell to me. That way, I became aware of a lot of healthcare issues. 

 

B: What would explain that? Because energy is a big topic here, health is a big topic. 

What pulled you toward the health area? 

 

E: You might remember that in the late 1980s, energy prices were at $12 a barrel, 

and the interest in energy – academic and policy – had really gone down. It’s hard to believe, but 

that’s how low energy prices fell. And it’s started going up steadily since then. Of course now 

it’s up to about $100/barrel. We have a whole new technology now, which has made us energy 

exporters, which is a phenomenal change. 

 

B: Fracking, and other things like it. 

 

E: Yes.  Had I not gone into economics, I probably would have gone into medicine.  

I was always intrigued by the area, but one of my brothers was a physician, so I couldn’t do that 

– not when you’re the last of 10 kids. [laughing] You have to make your own field. 
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B: Did your parents exercise some discretion over distributing the portfolios? 

 

E: Actually, it’s interesting you mention that, because they did, and I really rebelled. 

I have a sister for whom I’m the legal guardian now. She’s intellectually challenged and has 

cerebral palsy and she’s in an old-folks home in Concord. When she was born, she had all sorts 

of obvious problems. My mother, being a very religious woman, said that if God saved this 

daughter, she would commit that her oldest and youngest sons would become clergymen. 

 

G: I was going to ask you about the directions from your parents for following in 

your dad’s footsteps. 

 

E: My oldest brother dutifully followed, although if you talked to him now (he’s still 

alive), he said he much rather would have been an architect. But he ended up being president of a 

seminary in River Forest, Chicago. 

  There was a lot of pressure on me to become a clergyman. It was the type that a 

very intense, strong woman like my mother -- she could put a lot of pressure on you. But that 

was not for me. Mercifully, I had two brothers who were older than me, who had paved the way 

to not being a clergyman. I remember my other brother, who was the first, became an engineer 

and is at Stanford. He’s retired now, saying “I like to fix bikes, not people!” [laughing] 

 So going to Valparaiso was sort of a seminary.... 

 

B: Oh! I see. Going to a Lutheran school was a compromise. 

 

E: Yes, right.  

 

B: You’ve gotten interested in the healthcare industry. Say a little bit more about 

some of the things that have unfolded for you. 

 

E: Originally, one of the people here in Boston with whom I interacted a great deal, 

was a fellow at Harvard named Zvi Griliches. 
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B: I knew... Zvi was at Chicago briefly. 

 

E: He’s a Holocaust survivor, and I rented his house when I was on sabbatical here 

and I got to know him quite well.  Given my German history and what had happened to him, we 

formed a very special friendship. One of Zvi’s things that he was very deeply focused on, was 

measuring prices. And healthcare is one area where there’s not very transparent pricing, and 

issues of price measurement are really quite important. So I sort of got into this backwards when 

I realized that the Bureau of Labor Statistics (BLS) was measuring pharmaceutical prices. When 

a drug went off-patent, and there was a generic entrant, they didn’t link the price of the generic to 

the brand. Instead, they treated the generic as an entirely new good with a new history. So in that 

sense, pharmaceutical price inflation was considerably overstated. I tried to document that, and 

in the process worked reasonably closely with the folks at BLS on price measurement issues. 

Together with Zvi, we ran the productivity program at the NBER, which focused a lot on 

measurement issues, very microeconomic measurement issues. 

 

B: Was it through Zvi that you got connected to NBER? 

 

E: Yes, in fact Zvi sort of recruited me, saying “If you come, I’ll share running the 

productivity lunch seminar every time we’re at the Bureau, with you.” I thought that was quite an 

honor. Zvi, at that time, was a very distinguished person who many people felt should have 

gotten a Nobel Prize, and never did. But that got me into price measurement... 

 

B: He died earlier than he should have.... 

 

E: Yes, he was 69 years old. 

 

B: Yes, I know. He didn’t live as long as he should have. 

 

E: But a beautiful man. And that got me into all sorts of research in the productivity 

area in general. He had an enormous impact. The other productivity researcher at the Bureau in 
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the Boston area at the time was Dale Jorgenson. I interacted with him as a sort of second-

generation student, since one of his students was my thesis supervisor. 

 

B: And he was at Harvard at the time?  

 

E: Yes. Dale is still at Harvard. He’s 80 years old and going strong. 

 But that began a wonderful tradition of interactions with various folks at Harvard. 

With Zvi, with Dale, and through the Bureau. After Zvi got very ill, I took over the productivity 

program at the NBER and ran it until a couple of years ago. Now it’s being run by Nick Bloom 

and Josh Lerner. Nick is at Stanford, and has an offer right now from Harvard. Josh is at HBS. 

 

B: Well, the health area – some people are hoping it will become a big, embracing 

theme for MIT, right? In the same way that Susan Hockfield made energy her signature?  Will 

our current president do the same thing? 

 

E: I don’t see this as a big issue for her.  I was always curious why Susan didn’t push 

healthcare more. Stories I’ve heard is that when she was at the Yale Medical School, she saw 

how much research was wasted and said, “I won’t do that at MIT!” And having come from the 

medical area herself, as a biologist, she probably was well-informed.....   

 The other thing is that biology was already so strong here at the time. But she 

didn’t do that much in terms of trying to get Sloan involved.  I helped form what’s called the 

Center for Biomedical Innovation, which is a precursor to NEWDiGs, and there was rather tepid 

support from her and her husband, Tom Byrne, who is a neurological oncologist. I don’t know 

what will happen here.  

 I think it’s a little more complicated than energy in that there are two big sub-

areas within healthcare. One is providing services: how do you organize hospitals, manage them. 

Same thing with doctors’ offices.  The other is creating new products: medicines, devices. And 

they are very very different. Traditionally, we’ve been very strong in the latter, particularly with 

the School of Engineering – lots of devices, walking stairs, artificial skin, a lot of cardiac 

arrhythmia products and things like that. Now some nanotechnology stuff. But we’ve never, until 

very recently, thought much about services. Retzef Levi is moving in that area. Tom Kochan is a 
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little bit; he’s worked with the Kaiser folks quite closely. They may merge here, but they’re two 

very different strands that do very different things, and I don’t necessarily see a synthesizing 

theme there. 

 

G: There was a time when there was a program run here for the deans of medical 

schools.... 

 

E: Yes, Ed Roberts used to do that years ago. That was more teaching basic 

management for doctors, for physicians. At least that was my interpretation of it. And Ed, of 

course, had pretty good legs to electrical engineering here.  

 I remember when I was at Stanford on leave, and I had some problems with some 

polyps on my larynx. I was going in for surgery, and the anesthesiologist comes up and he said, 

“Are you Professor Berndt?” 

 I said, “Yes.” 

 He said, “Do you know Ed Roberts?” [laughing] 

 Not what I was thinking about on the operating table! 

 

B: Your mentioning that one earlier incarnation, we also had a center called POPI, 

and you were a part of that. 

 

E: Yes. I was part of that. That was founded by a Merck grad.  And in turn, the link 

there with me was that the CFO at Merck at the time was a woman named Judy Lewent, who is 

one of our graduates. 

 

B: I know her well. 

 

E: And my wife used to work for her. We still see Judy and Mark quite frequently. 

 

B: So your wife worked for her at Merck? 

 

E: Yes. We got married in 1994 and she had worked for Judy for 10 years. 
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B: There is some part of this building where I see the name “Judy Lewent”.... 

 

E: It’s on the second floor, a classroom. Judy helped set that up.  

 In fact, the way I met my wife was that she was appointed by Judy to be an 

academic liaison of Merck to folks doing research in health policy. The way my wife tells it is 

that Judy told my wife Joan to get close to Ernie. And she did! [laughing] 

 

B: You have your 20th anniversary coming up. 

 

E: Yes, in mid-May.  

 

B: That’s wonderful. Say a little more about your own – we are getting a sense of the 

institutional contribution, the Centers, etc. – about your own research, currently or in the recent 

past. What excites you? 

E: One of the things you asked at the beginning, What are some of the things I’m 

most proud of?  I think one of the things I spent a fair bit of time doing was trying to be liaison 

between the academic community of economists and statisticians and the government 

statisticians at the BLS, Census Bureau, etc. In that context, over the years I’ve done a fair bit of 

research, first of all, on measuring pharmaceutical prices. Then also, going beyond that, and 

saying, What’s the cost of treating an episode of disease? Rather than  just looking at the 

physician bill, and the pharmaceutical bill, and the hospital charge. What does it cost to treat an 

episode of an illness?  

 I’ve also spent a fair bit of time in the area of mental health, in part because of my 

interest in my sister’s background. It so happened that in the 1980s and 1990s, a great deal of 

progress was made on anti-depressant drugs. 

 

B: Oh sure, and the thing about institutionalization. I saw that from another side 

when I was at Cornell. They were deinstitutionalizing in New York State, and that created an 

opportunity to study what are all the employment ramifications when you’re shutting all these 

institutions down, and where are these people going for employment? 
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E: Now the patients are going to prisons. That’s unfortunate. In fact, it’s a real 

serious issue of mental health in prisons. 

 And I spent a fair bit of time trying to convince the BLS that to the extent you 

want to measure healthcare prices, you really have to move toward treating episodes as your unit 

of observation, rather than a pill at a doctor’s office. 

 

B: So what plugs into that? You mention the standard of things that people look at 

for the cost of an episode. But as you reframe it, what’s different about how you reframe? 

 

E: We worked with some folks at the Harvard Medical School. First of all, we 

looked at a lot of medical claims data and said, “What’s a typical treatment episode? How long is 

it? What are the various inputs into it?” 

 

B: So it’s the journey of the treatment over time. 

 

E: Yes, and what we saw happening in the 1980s and 1990s was, as you have just 

pointed out, a substitution away from psychotherapy toward drugs. On balance, what we tried to 

do is show that that in fact resulted in a decrease in treatment costs. We tried to link it to 

outcomes data where we had a lot of collaboration with psychiatrists. So this was a collaboration 

that I had a lot with the economists at the Harvard Medical School and with psychiatrists around 

the country. Part of my consulting at the time was with Pfizer, which was developing and selling 

and commercializing some of these drugs. So I got access to good clinical trial data where we 

could quantify a lot of this. My research at that time focused on what was the cost of treating an 

episode? How is that changing over time?  

 This type of thinking goes way back to an economist from Berkeley named Ann 

Scitovsky, who you might remember the name, from the 1950s and 1960s. Then I got into 

looking at, with my interest in productivity,  what happens to people’s productivity as they 

recover from an illness? That got us into a huge interest in literature on presenteeism versus 

absenteeism, which we call it, which is to say, you show up to work but you can’t do anything. 

Could we quantify that? So we got into studies that looked at, for example, how quickly claims 
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were being processed by claims processors as they were being treated for different illnesses, be it 

depression, or be it allergies that have side effects on somnolence? So that’s a whole stream 

linking healthcare price measurement to productivity to interacting with government officials. 

That eventually, when Katherine Abraham (whom I’m sure you remember), when she became 

Commissioner at the BLS, she wanted to set up an inter-agency committee that looked at these 

various issues. So she formed what’s called the Federal Economics Statistics Advisory 

Committee (FESAC), and I was its first chair for about 6-7 years, I think. 

 

B: So you’ve spent quite a few days in Washington over the years. 

E: Yes. I made a commitment to myself, when I was a grad student, I wasn’t going 

to go to Vietnam. I got braces on my teeth to get out of the draft [laughing]. I said I would make 

a point of doing a fair bit of pro bono work later on in my life, and I’ve tried to do that. I think 

it’s not only a good thing as a citizen, but as an academic as well. I think it’s a useful thing to do. 

 

B: George Shultz used to say that any economist HAS to spend some time in 

Washington, in some role. If you don’t, you not a broadly trained economist. You have to be 

exposed to the Washington scene. 

 

E: I was asked whether I’d be interested in serving on the Council of Economic 

Advisors by Bill Nordhaus, many years ago, but at that time it didn’t work out very well for me, 

so I’ve never actually been full time since I was in Washington in 1971-72.  

 

B: But you’ve made lots of trips down. 

 

E: Yes, and I continue to do that. Right now I chair the Bureau of Economic 

Analysis Advisory Committee – they put out our GDP numbers. Becky Blank was Director there 

for a while. Do you remember her? 

 

B: I remember Rebecca Blank. She got her Ph.D. here. 

 

E: Yes. She’s now chancellor at the University of Wisconsin. 
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B: That’s it. She went to Wisconsin and worked all the way up. Well, she was 

basically a labor economist, as I remember. 

 

E: Yes. Wisconsin has a lot of Ph.Ds. in Washington. 

 

B: Right. It’s always been a breeder school.   

 You mentioned going to Stanford for a sabbatical. Have you had other 

sabbaticals, just to chart your journey between 1980 and today? 

 

E: The first sabbatical I had was at Stanford. That was in 1986-87. 

 I had a sabbatical at Harvard Medical School in 1993-94. 

 Then I had one at HBS in 2000 where I worked with Al Silk quite a bit. 

 

B: What did you do then? 

 

E: We did stuff on the economics of advertising. Not that closely related to 

healthcare, although I ended up doing a lot of stuff on the effects of direct to consumer 

advertising of medicines.  The US and New Zealand are the only two countries in the world that 

do that. We basically concluded that what direct to consumer advertising does is it brings people 

into the doctor’s office and the doctor still prescribes whatever he/she wants. So, for the market 

leader, it makes a lot of sense because you can appropriate the benefits. But if you’re a small bit 

player, a small market share, it doesn’t really help you much because it’s pretty hard to change 

physician behavior. 

 Then in 2007 or 08, I spent a sabbatical, but just here. If I’m here until 2016, I 

might have one more. I have to negotiate that with the Dean’s office.  

 

B: What else should we cover? 

 There’s one other thing, in the anecdote area. Whenever I would run into you, 

Ernie, you would say “Have you heard...?”  You always had a joke of the day! Is that a tradition 

you’ve continued? 
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E: Not as much any more. I don’t see you as often! [laughs] 

 

B: That was always the high point of my day! Run into Ernie and hear the joke of the 

day. 

 

E: I used to have some very fun lunches with Eli, particularly when he got a little 

sicker and was on dialysis. 

 

B: Did you go over to the Harvard Club with him? 

 

E: Yes, initially to the Harvard Club, and then he invited me to his home when he 

was getting worse. 180 Beacon Street. 

 

B: Ohhh, what a gem. He kind of willed the last lap of his life. His mind was fine, 

but he was just getting tired of all this dialysis. It’s just the rigmarole of living. 

 

E: He was able to do it at home, for the most part. He didn’t have to go to a dialysis 

center. He had one of these home devices. But he’d have to lay in bed every afternoon. 

 

B: That probably intensified your interest in the health, because you mentioned a 

sister.   

 

E: For me personally, I think what this research has let me do is, if I hadn’t become 

an economist I’d have probably become a physician. Instead, I’ve interacted a lot with 

physicians.  

 We had a program here that I helped start, called the Biomedical Enterprise 

Program (BEP) that was a joint program between – originally Martha Gray set it up, with Fiona 

Murray. Then the dean’s office said, “We don’t want Fiona to be spending so much time in 

administration, she is not yet tenured. So, Ernie, will you do it instead?” And that’s how I was 

dragged into it. But it was a joint program where we had students admitted to Sloan and then 
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admitted to Harvard Medical School. It was a 3-year program where they would do the first 2 

years at Sloan, and a third year – BEP students would basically take first-year medical school 

courses with the medical students. 

 

B: This would lead to administration slots in the health area? What was the career 

line? 

E: Most of these folks ended up setting up their own companies. I think we have 

something like 75 or 80 companies that were formed by the graduates. It’s actually an interesting 

story to write up someday. It ended up that Susan Hockfield and the MIT central administration 

decided that they weren’t comfortable, we were too close to industry.... 

 

B: So the program was phased out? 

 

E: Yes, it was phased out last year, the last few students. It was very successful. We 

have a lot of CEOs, a lot of device companies. A couple have stayed in mainstream industries, 

working for McKinsey, things like that. But for the most part, they are entrepreneurs, on the 

product side, not services. 

 The other thing that makes MIT unique is that we have a very good computer 

science program here. IT and healthcare are pretty hot items as well. We’ve got a fair number of 

our graduates that are at places like Athena Health, and other software places.  

 

B: The game is data and how you collect it. 

 

E: Right now, the big hype is called “big data”. What that means is not just huge 

volumes of data but also data from very different formats, like from reading physicians’ charts 

that’s in a natural language format rather than already digitized, or quantified. So figuring out 

how to merge those things is a big, exciting thing. 

 

B: One last topic is how you see the School having unfolded. You mentioned the 

faculty table in the early days; you mentioned Lester’s role. What else would you say? You’ve 

been here since 1980, which is a long chunk of time. What else have you seen, changes, where 
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we are today. What were some of the inflection points along the way? 

 

E: I think one that’s been very interesting to watch is sort of “son of Ed Roberts”, the 

TIES program. I think it is a uniquely MIT thing where you have a technology innovation, you 

have the Scott Sterns, and the Fiona Murrays.... 

 

B: And that’s gone Institute-wide now, with Fiona co-chairing the initiative. 

 

E: I think one of the big themes I see is a slow and grudging but gradual recognition 

that good technology needs to be managed. And that even an engineer who has a very successful 

consulting career probably can learn a fair bit about managing from a business school. I think 

that’s been a slow process. 

 

B: Do you think we’re finally gaining respect from the engineering side of MIT? 

 

E: I bit more than we used to. I think we get more respect from the science side than 

from the engineering side. You talk to the Phil Sharps, etc., and they are very clear about biology 

students needing something....  I think the whole engineering “can do” attitude is a little more of 

a challenge. But I think there’s been some progress on that. The Charlie Cooney’s?  

 

B: Yeah, Charlie was involved with POPI. He was co-director, and heavily involved 

with – was it Genzyme?  

 

E: Genzyme, yes, you are right. But he was also at Biogen, wasn’t he? 

 

B: Exactly, right. 

 

E: And Phil Sharp is heavily involved with Alnylam.  

 

B: When I talked with Gigi [Hirsch], she said he’s been terrific.  
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E: Yes, he’s been our strongest ally through this whole process. 

 A lot of our students that are actually working for Alnylam, which is his second-

generation company. 

 

B: I don’t know much about that. 

 

E: What he and the Nobel laureate at UMass-Worcester have done is developed a 

whole new basic biology on the signaling process called RNAi. What RNAi can do is shut down 

certain messenger things, and it’s widely thought that RNAi will hold the future to shutting down 

cancer. A lot of our Sloan grads and a fair number of the BEP students that I mentioned earlier, 

work for Alynlam, which is a company that specializes in that. It’s just around the corner here, 

next to Genzyme on Third Street in Cambridge. If you go across the street from the company, 

you will see there is a Phillip A. Sharp Building. It might be an MIT building, but I’m not sure. 

How often do you see the name of a person on a building? We usually number them here. 

 

G: I did have a question: the year that you deliberated in terms of coming here. You 

said you had an offer, and it took you a year to think it over. Can you put yourself back there, 

what kinds of things were you thinking about, what attracted you, what had you potentially hold 

back? 

 

E: I love Vancouver. It’s just a beautiful city. I had an office that looked out over the 

harbor, and you could see the mountains and snowcaps. 

 

B: Are you a skier? 

 

E: Not any more. I used to be much more so. Took my kids skiing there. And UBC 

was the best place in the world, at that point, for natural resources. MIT was very good. Bob 

Pindyck, and Morey Adelman, and others, Gordon Kaufman.  

 I don’t know what took me so long. It’s just that I like Vancouver. And I’m not 

one to move around a lot. I just set roots. But eventually I thought coming to Boston was 
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probably the best place in the world, in the long run, for economists, with Harvard and the 

Bureau here. And nearby Zvi and Dale. It’s hard to say no. 

 I don’t know what took so long. I had some good students at UBC, so I was part 

of the building process. And there’s something exciting about that, whereas MIT was very 

established here. 

 But I was also fighting – do I want to be in an economics department or a B-

school? 

 

B: You were in economics then?  

 

E: I was in economics at UBC. But eventually I decided that I really was applied, 

and that my interests in the long run would be better met by being in a B-school. And I think that 

has turned out to be the case for me. I think I wouldn’t be nearly as comfortable in an economics 

department, here, for example. 

 

B: On that matter, in the other building, where we were so close to the Economics 

Department. And now they are off now in Shanghai.... 

 

E: In E10?? 

 

B: …but that doesn’t affect participation in the seminars. People still come on a 

weekly basis to the right seminars. 

 

E: But it cuts back a little bit... 

 

B: I would think so. Think about Tom Allen and his theories about accessibility and 

who sees each other randomly. It’s not the way it used to be in E52. 

 

E: Yes, and I worry about that. I think that’s been a big strength because we’ve been 

able to build on each other. And so much so, for example, that I had a conversation with Bengt 
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Holmstrom a few weeks ago. He thinks, in retrospect, he made a mistake by coming to the 

Economics Department; he should have come to Sloan.  

 

B: Well, over the years, we’ve had some people who have been moved, partly from 

Economics into – I mean, Paul Joskow, Rudi Dornbusch. Somebody should be talking to the 

dean and saying, “Hey, Bengt is....”.... 

 

E: Well, Abe goes way back... 

 

B: Yes, sure. When you had someone like Abe, who had a foot in each, and was 

regularly in all the meetings of the Economics Department, he could broker these movements. 

We don’t have that now. I don’t think any could at the moment. 

 

E: Bob Gibbons is a joint appointment, as is Mike Whinston. I think there’s a 

perception that, all things being equal, we prefer that there be someplace that’s your first home in 

terms of where you have commitments and responsibilities, administrative and otherwise. 

 

B: Harry Katz suffered that. I don’t know if you were here when Harry was in both 

Economics and....  well, you were for part of the time, but you might not have known him that 

well. It just didn’t work out for him. And Harry is the dean of the ILR School, for 12 years, been 

great. 

 

E: Didn’t we have Katherine Abrahams for a while? And what’s her name – she’s 

now at Brandeis?   

 

B: Lisa Lynch. I know what you’re saying. It’s even somewhat difficult when you 

have tenure, but if you’re non-tenured faculty, it’s just not a good arrangement.   

  

 Well, we’ve hit the marker, 1:00. 
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G: One personal question. I was very curious about your working on the cost of 

treatment for different episodes. Have you done any comparative work in countries? It seems to 

me that would be – we always have this sense that we have very high healthcare costs. But we 

get good services. But when you start doing it comparatively, I think there are very different 

procedures for how different countries handle medical episodes. 

 

E: So far, it’s been very difficult to do that because in this country we haven’t gone 

very digital in terms of healthcare. It’s even worse in most other countries. You just can’t even 

get medical claims data. And it’s paradoxical, because with the national healthcare system, it 

should be much easier. You don’t have to worry about all sorts of proprietary interests, it’s all 

under a single payer, you know. So on principle, you have access to all that. But we relied a lot 

on very detailed medical claims data that are electronic. You can now get that in a few places. 

The province of Saskatchewan has very good setup there. But they are a little loathe to share that 

with Americans at this point. 

 

G: All kinds of other issues enter into that, I imagine. 

 

B: Why? 

 

E: I don’t know for sure. But it’s been very difficult unless you are doing a joint 

project with a Canadian. 

 

B: It’s the old dominance of the US? 

 

E: Yes. But I think it’s a very interesting place to look. What we do know is that 

most of the reasons we have different, higher costs in this country than abroad, it’s not because 

we utilize healthcare services more. It tends to be remarkably similar across countries. It’s just 

because we have higher prices for all the inputs – doctors’ inputs, a day in the hospital, drugs.  

The one exception is nurses. Nurses in this country are probably more poorly paid than in many 

other countries. You probably know much more about that than I. 
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B: No, I wouldn’t have. 

 

E: We have a lot of immigrants as nurses...  Obviously, the SEIU will have 

something to say about that. 

 

B: Right. The California Nurses Association, and all the other nurses associations. 

 

G: All right. Thank you for that.   

 

END OF INTERVIEW 
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