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it ‘in tatters,’ but also that it just 
does not work. Dwight Lee and 
Isabel Sawhill conclude (in separate 
articles) that, despite governments’ 
redistribution of billions of dollars 
each year, there is no evidence that 
the net effect of these policies is an 
improvement in welfare, let alone in 
the lot of the poor. 

Unfortunately, myths such as those 
analysed in the Concise Encyclopedia 
not only continue to form the basis 
of public policy—belief in their 
‘goodness’ is now deeply rooted 
in the public consciousness and is 
tremendously resistant to change. 
One result is the alarming growth of 
unfunded social security liabilities, 
discussed in Thomas Saving’s and 
Laurence Kotlikoff ’s respective contri-
butions on social security and fi scal 
sustainability. Confronting costly 
conventional wisdom is a necessary 
task for public intellectuals, and the 
encyclopedia helps to arm them for 
the task. 

Even at over 600 pages, though, 
the book cannot be comprehensive. 
The focus on interesting topics 
in applied economics has come at 
the expense of topics in analytical 
economics. Some fundamental con-
cepts are introduced only briefl y in 
the context of applied topics, rather 
than being discussed at length in 
focussed contributions. So readers 
will not find articles on elastic ity, 
price determination, returns to 
scale, asymmetric information, the 
principal–agent problem, adverse 
selection, and moral hazard, or on 
economics as a discipline. 

Puzzlingly, the book doesn’t include 
an entry on prohibition, and the gap 
between the laws prohibiting drug 
trafficking and consumption, on 
the one hand, and people’s (lack of ) 
willingness to abide by and enforce 
those laws on the other. Criminals 
rushing into the gap to supply a 
robust and enduring demand have 
grown immensely wealthy and power-

ful, to the point where they threaten 
the viability of even large states 
such as Mexico. Myth-busting, 
cost-benefi t analysis, and sensible, 
evidence-based policy in this area 
are long overdue and are becoming 
urgently needed. 

Despite its omissions, this encyclo-
pedia is an excellent introduction to 
economic approaches to the analysis 
of myriad social phenomena. A 
wide range of fi ndings and policy 
recom mendations, some of which 
are non-intuitive or counterintuitive, 
are presented in an accessible and 
entertaining format. Readers who 
engage conscientiously with the 
book will be well-prepared to join 
intelligent and informed discussion 
about economics and political 
economy. 

Reviewed by Jeremy Bray
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onservative politics in Australia 
have traditionally been assoc-

iated with the Liberal Party, so 
the title of Jonah Goldberg’s first 
book, Liberal Fascism, may be 
initially confusing. His subjects are 
‘progressive’ activists and the attitudes 
that characterise modern ‘liberal’ 
politics in the United States.  

This book presents an alter native 
history of American liberalism that 
not only reveals its roots in, and 
commonalities with, classical fascism 
but also shows how the fascist label 
was projected onto the right by a 
complex sleight of hand. In fact, 
conservatives are the more authentic 
classical liberals, while many so-
called liberals are ‘friendly’ fascists.

Goldberg’s choice of words is remin-
iscent of Bertrand Gross’ Friendly 
Fascism, published twenty-eight 
years earlier. There, the concept of 
the modern state as defi ned by the 
relationship between ‘big business 
and big government’ is traced to the 
corporatism of the early European 
fascist regimes. The association 
of a postindustrial political order 
with classical fascism has become 
common where state authority is 
criticised by those dissatisfi ed with 
the infl uences of market capitalism. 
In contrast, Goldberg argues that 
the antecedents of modern left-wing, 
anti-corporatist politics can be found 
in Mussolini (‘socialism is in my 
blood’) and the Nazis (‘we are the 
enemies, deadly enemies, of today’s 
capitalist economic system’).

Had the author been solely con-
cerned with the influence of the 
corporate sector on the democratic 
process, Liberal Fascism would have 
been a dull read. He avoids this 
by extending his scope of enquiry 
to include both the social policy 
of progressives and their modus 
operandi.

The book illustrates a clear line 
of descent from the development of 
the philosophies of the welfare state, 
birth control, and abortion, to the 
race-oriented eugenics of the prewar 
era. Trends in racial preferencing 
that favoured Anglo-Protestants in 
the prewar period are compared 
with affi rmative action policies that 
benefi t racial minorities and women 
today. By claiming that ‘even when 
motives and arguments change, the 
substance of the policy remains,’ 
Goldberg highlights the inherent 
hypocrisy of modern progressive 
appeals to equity.

The argument relies largely on 
statism, as well as the coercive tactics 
used to serve a modernist ideology. 
Nevertheless, Goldberg breaks no 
new ground by comparing the 
motivation and methods of fascists 
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and progressives. In 1976, Zeev 
Sternhell described early fascism 
as the ‘new socialism’ that rejected 
orthodoxy not only in the name of 
effi ciency and economic progress but 
also ‘social justice.’

The latter has become the catch-cry 
of the Left and its inherently anti-
traditional agenda. Goldberg writes, 
‘Bourgeois self-loathing lay at the 
very heart of the New Left’s hatred 
of liberalism, its love affair with 
violence, and its willingness to 
take a sledgehammer to Western 
Civilisation.’ The violence has been 
most acute within academia: the 
chapter comparing the riot and 
occupation of Cornell University 
in 1969 with similar occupations 
in prewar Germany and Italy may 
remind the reader of the ‘protesters’ 
who occupied the University of 
Technology, Sydney, in 1997.

However, does this common 
intolerance of dissent, and use of 
coercion and violence to 
further a cause, substantiate 
the claim that the modern 
progressive is the heir of 
classical fascism? It was 
once said that the first 
person to compare his 
opponent to the Nazis lost 
the argument. Goldberg’s 
thesis would be at risk of 
this error if it were not so 
meticulously researched 
and referenced. Yet Liberal Fascism 
is not a work in political philosophy, 
and its weakness is that it doesn’t 
adequately analyse its own evidence. 
‘Liberal fascism’ can be roughly 
distilled as a product of the gradual 
drift from antiestablishmentarian-
ism towards the uncompromising 
imposition of a new orthodoxy. 
Unfortunately, what facilitated this 
drift is not explained in suffi cient 
clarity, and the reader is left to read 
between the lines.

Wherever the acknowledgement 
of moral absolutes and the search 

for objective truth are displaced by 
relativism and abstract ‘equality,’ any 
opinion becomes as valid as any other, 
disagreement becomes personal and 
potentially ‘offensive,’ and dissent is 
characterised as ‘intolerance.’ Since 
opposition usually emanates from 
traditional quarters, a campaign is 
carried out against their institutions 
and paradigms in the name of ‘social 
justice.’ Non-liberal tendencies are 
not afforded the tolerance liberal 
alternatives demand, under the 
banner of ‘diversity,’ since opposing 
views are seen as a form of bigotry 
that must be erased. To put it another 
way, the enforcement of ‘correct’ 
behaviour, thought, and ‘diversity’ 
through speech codes, hate-crime 
laws, and affi rmative action policies 
turns the utopian mission onto a 
dystopian nightmare.

Thus, instead of proving that 
progressives are modern fascists, 
Goldberg’s thesis suggests that the 

philosophy of relativism 
provides fertile ground 
for totalitarian views to 
develop. The rise of literary 
theories that rejected the 
existence of an objective 
meaning to text meant 
authority could only be 
established by imposition. 
Thus, the growing infl uence 
of deconstructionism corre-
sponded with the rise of 

a Nietzschean attitude among the 
intelligentsia. Goldberg writes, 
‘Meaning is imposed through power 
and will. The right interpretation is 
the one held by the interpreter who 
‘wins’ the academic power struggle 
… What matters is will and choice. 
Self-assertion was the highest value.’

This nihilism, and the censorial 
effect of political correctness, guaran-
tees that the progressive revolution 
comes full circle. Goldberg writes: 
‘Fascists famously ruled by terror. 
Political correctness isn’t literally 
terroristic, but it does govern through 

fear.’ Thus, by identifying fear as a 
device used by fascism and modern 
liberalism, the real connection 
between them becomes seen as an 
authoritarian trend that can be found 
across the entire political spectrum; 
hence ‘the assumption that [liberals] 
are automatically arguing from the 
more virtuous position is rubbish.’

As for conservatives, what Gold   berg 
describes as ‘half a cent ury of slander’ 
rests on the fl awed assumption that 
those who advocate the antithesis 
of moral and cultural relativism are 
vilifying as a consequence. What 
he doesn’t specifically state is that 
one can be judgmental without 
being a tyrant. Since the apparent 
judgmentalism of conservatives is 
leftist ‘evidence’ of latent ‘fascist’ 
tendencies among the modern right, 
Goldberg’s book would be more 
successful had he dedicated some 
time to explaining the role that 
the Burkean concept of prejudice 
and prescription plays in modern 
conservative thought. In failing 
to do so, Liberal Fascism does not 
neutralise an important aspect of the 
progressive critique of Thatcher’s, 
Reagan’s, and Howard’s social pol icy 
agendas.

Individualism and collectivism 
are dichotomised far too rigidly in 
the analysis of left- and right-wing 
political theory: the comparison of 
Buchanan with Bush near the end 
of Goldberg’s work illustrates that 
his understanding of the broad right 
tends to be far more libertarian and 
less traditionalist than Russell Kirk’s 
analysis fi fty-fi ve years earlier. This 
might mislead the reader to conclude 
that social conservatism is leftist by 
way of its communitarian focus.

Nevertheless, Liberal Fascism will be 
welcomed by those suspicious of the 
assurances of well-meaning leftists, 
and exhausted with having to self-
censor to avoid being slandered with 
derogatory labels when expressing 
dissent. For the university student, 
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this book will be a relief from the 
groupthink of the professoriate: 
it is an indictment of a political 
philosophy that appeals to the very 
ideals it betrays, and which has 
become far more totalitarian than 
any traditional conservative would 
dare to be.

Reviewed by Edwin Dyga

Happiness: A Revolution in 
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by Bruno S. Frey
The MIT Press
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This book provides a useful 
introduction to happiness re-

search in economics, but its author 
aims to do much more. Bruno Frey 
proclaims a revolution in economics, 
with the ‘fundamental new insights’ 
of happiness research having impli-
cations for economists’ methods and 
theories, and for the policy advice 
they give. 

Frey suggests that happiness 
re search is revolutionary in its 
method because it seeks to measure 
happiness directly. By contrast, 
standard economics eschews direct 
measurement in this area. It presumes 
that people make rational choices 
and that their preferences reveal 
whether they are happier with more 
of one good and less of another 
(for example, more leisure and less 
income, or vice versa). 

Directly measuring happiness 
may show that there is potential for 
people to be happier if they make 
different choices. Such information 
is obviously of interest to individuals 
who want to make better decisions. It 
is also of interest to policymakers who 
have paternalist leanings, including 
the so-called libertarian paternalists 

who aim to help people make better 
choices by changing the way choices 
are presented to them. 

The critical methodological issue 
is whether the indicators used in 
happiness research are consistent 
with the concept of happiness, or 
of utility, that standard economics 
implies .  Although the global 
indicators most commonly used—
derived by asking people to rate their 
level of happiness or satisfaction with 
life—have been shown to reflect 
some factors commonly associated 
with happiness, this does not mean 
that they accurately reflect the 
effects on individual well-being of 
technological advances that reduce 
disease, improve communications, 
and take the drudgery out of life. 

Frey concedes that the commonly 
used indicators are imperfect. For 
example, he acknowledges that it is 
debatable whether they ‘accurately 
capture the various not-
ions of happiness and 
well-being put forward in 
the literature on the good 
life’ (18). But at the same 
time, he suggests that ‘for 
many purposes, measures 
of reported subjective 
well-being are of suffi cient 
quality to allow us to study 
economic and institutional 
effects on happiness’ (26). 

If broad agreement emerges 
among economists that happiness 
indicators are suffi ciently robust to 
let researchers assess whether the 
choices that people make actually 
enhance their well-being, will 
this completely overturn current 
methodology? I doubt it. As with 
the new institutional economics, 
the robust findings of happiness 
research seem more likely to augment 
standard economics than to replace 
it. It seems unlikely that mainstream 
economists will consider that such 
fi ndings provide compelling reasons 
to assume once again that utility is 

measurable for the purposes of, for 
example, deriving basic propositions 
about demand and supply. 

Turning to theory, Frey suggests 
that by shedding light on how much 
happiness increases as income rises 
(to use his words, ‘the extent to which 
the marginal utility of income falls 
with increasing income’), happiness 
research makes important theoretical 
contributions to public economics 
and economic growth. 

Frey suggests that as a result of 
the fi ndings of happiness research, 
‘in creasing per-capita income levels 
loses force as a major goal’ (201). 
I disagree. Early fi ndings that eco-
nomic growth makes no contribution 
to reported happiness have been 
shown, by subse quent research, 
to be wrong for low- and middle-
income countries. Some respected 
happiness researchers debate whether 
such fi ndings even apply to high-

income countries. Others 
argue that even if growth 
makes no contribution to 
reported happiness, that 
does not necessarily mean 
it is not worth having.

In my view, Frey is on 
fi rm ground in claiming 
that rising aspirations have 
dampened the impact 
of increases in average 

incomes on reported happiness in 
high-income countries (37). In any 
case, it makes sense to argue that 
economic theory should allow for the 
possibility that people will evaluate 
some aspects of their happiness 
relative to their aspirations rather 
than in an absolute way. 

But even if the negative effects 
on happiness of rising aspirations 
completely offset the positive effects 
of rising income levels, this does 
not necessarily mean that economic 
growth ‘loses force as a major goal.’ 
It may just mean that when people 
are asked to rate their happiness 
or satisfaction with life, they tend 


