Gary S. Becker won the Nobel Prize for economics in 1992 for his revolutionary work in the economics of human behavior. Among his books are “The Economics of Life” and “Human Capital.” Now 76, he continues to pursue new areas of research. He spoke with Diamond contributor Michael Fitzgerald.

Diamond. The University of Chicago recently renamed its Initiative on Price Theory after you. What’s your current research focus?

Becker.  I’m working on health and human capital. I’m working on the market for illegal drugs, on the role of education in economic growth and other types of human capital in economic growth. (Judge Richard) Posner and I have a paper on the economics of suicide.

Diamond. There’s an economics of suicide?

Becker:
My vision of economics is not just talking about dollars and cents.  It’s much broader.  It’s a method of sort of interpreting what goes on in the world, the social world, the political world, the market world. So when we talk about the economics of suicide, we mean, can we say anything about and under what conditions it would be better to not live than living? Can you give any components of that that you can understand?  Like, they lose their job or they get divorced or they get a disease. That’s what we’re trying to analyze.

Diamond. We have a sort of reverence in the U.S. for markets as the best way to make decisions. Your research suggests that’s overblown. Do markets have blind spots?


Becker:
Sure. Markets don’t work perfectly and economists sometimes give the impression that they think they do.  They don’t.  Markets are good, but the main case for markets is they are better in most situations than the alternatives, such as government central planning.  

Diamond. What might be an example where markets don’t work so well.

Becker.  Controlling worldwide pollution.  Markets alone can’t solve that problem.  The incentives in a domestic market are different than the global incentives.  And markets can’t set restrictions on pollution, what are acceptable levels.

Diamond: You blogged recently on the break-up of the World Trade Organization’s Doha meetings. 

Becker. Those talks show economics in a fascinating light, both in understanding what should be done, which is pretty straightforward, and why politically it is so difficult to do it. 

The talks broke up because rich countries like Japan, the U.S. and European nations could not agree on agriculture subsidies, even though its role in their economies is very small. What should be done is straightforward, but politically, it’s very hard to get change, even though that would be more efficient for the economy. It would bring food prices down and give an opportunity for poor countries to export more to the richer countries. 

Diamond. You’ve also blogged about the issue of eminent domain property seizures in the United States, which is very controversial in the wake of a recent Supreme Court decision allowing such a seizure in Connecticut.

Becker.  It’s a problem in every country, knowing under what conditions should government have the power to take private property. The question is, what is a public need?  If you want to have a shopping center, should the government have the right to take land and sell it to the private developers?  It was this type of case that came up in Connecticut. I’m opposed to it. I believe that it should be a very restricted power used by the government, because it gets abused.

Diamond:
What happens when populations decline, as we’re starting to see happen in some major economies? 

Becker:
The neo-Malthusian view holds that declining population is good. You have less pollution and less people, less density and so on.   My own view is that declining population is generally bad for an economy. Population increases in general are a good thing because it increases the size of the market, and the potential for innovation.

Diamond:
Your early career focused on human capital issues here in the U.S. Have you found that the issues are similar across cultures?

Becker:
It’s remarkable is how similar some of these issues are across cultures.  Take China and the United States.  

China is a poor country.  It’s growing very rapidly but one has to recognize it’s a very poor economy.  But because it wants to be a modern economy, it has a crucial need for having the human capital -- the education, technological knowledge, engineering, the skill structure.  So its problems aren’t fundamentally different from those of the United States and Japan.  

Diamond:
Why are we in the U.S. so afraid of China?

Becker: I don’t think we should be.  China for the United States as mainly a complementary country. Consumers benefit a lot, because what we are importing is goods that are much cheaper than we can make ourselves. 

There are two problems with China. For developing countries like Mexico, China is the 1,000 pound gorilla.  The other is the Chinese don’t respect copyright or patents. They do copy, and quickly. That’s a real problem for Japan and the United States.  

Other than that, I think both Japan and the United States have benefited greatly economically from the growth of China.  They have not been hurt but have benefited. 

Diamond:
So our fear is perhaps ungrounded?

Becker:
Absolutely.  It’s ridiculous.  Fifteen or 20 years ago we had this fear of Japan.  There was all this Japan bashing in the ‘80s and early ‘90s.  That was ridiculous then, too. 

Diamond:
Given the rise of China and India, what do you think your grandchildren are going to do for a living?  

Becker:
It’s impossible to know very well what the world’s going to be like 30 years from now. So, I tell them you’ve got to get an education that’s based in the liberal arts. I want them to study science and math, too.  But learn liberal arts principles, so that if in 30 years from now the details are very different, you have a foundation that you can use to change. 

