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Brooks goes further by examining 
the myth that income inequality 
drives unhappiness. Over the past 
thirty years, income inequality 
has deepened (although per capita 
income for all quintiles has increased) 
in the United States. If income 
inequality drives unhappiness, we 
would expect to see greater levels 
of unhappiness. This is not borne 
out by the facts. Individuals’ views 
on inequality are largely a function 
of how they perceive the likelihood 
of income mobility, or the capacity 
to increase income. Government 
programs that seek to increase 
income equality at the expense of 
mobility are likely to decrease overall 
levels of happiness.

This is a sobering message for 
politicians because the traditional 
measures that reduce inequality—
highly progressive tax rates, large 
welfare programs, and so on—tend 
to decrease income mobility. They 
create disincentives to earn and 
work more whilst simultaneously 
subsidising non-work activities. 

The analysis that Brooks provides 
of the relationship between work 
and happiness undermines a cen-
tral economic assumption—that 
individuals trade off income-earning 
oppor tunities and leisure-time oppor-
tunities. The neoclassical assumption 
suggests that time spent at work is a 
cost only offset by income, and that 
we only want the income to fulfi l 
other wants. Yet the facts suggest that 
those who see themselves as ‘very 
happy’ work more than those who 
see themselves as ‘pretty happy.’ 

Moreover, increased leisure hours 
are in no way related to increased 
happiness. Brooks argues that work 
leads to happiness for two reasons. 
First, work brings professional 
success, and success is directly 
related to happiness. Second, work 
can give meaning to our lives by 
allowing us to create value in an 
easily measurable way. Legislating 

shorter working weeks or longer 
annual leave is therefore unlikely to 
make us happier. 

Brooks recognises—but inade-
quately deals with—a problem facing 
happiness research, which is that 
different levels of happiness from 
personal choices do not necessarily 
imply a happiness strategy for indiv-
iduals. The fact that married people 
are happier than unmarried people 
in the aggregate does not necessarily 
suggest that I will personally be 
happier if I marry. An unmarried 
person may be unhappier than a 
married one, but may be unhappier 
still if they were married. Not all 
marriages are happy marriages. 
Although research can adjust for age, 
culture, faith, and so on, it cannot 
accurately refl ect my wants. 

The importance of this cannot 
be overestimated. It suggests that 
choices over how individuals live 
their lives should be left to those 
best placed to decide the costs and 
benefi ts to human happiness. That 
person is undoubtedly the individual. 
Despite this omission, Gross National 
Happiness is a valuable addition 
to the growing area of happiness 
research. 

Reviewed by 
Stephen Whittington
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hy should governments invest 
in science? Like most modern 

organisations, governments need to 
fi nd ways to improve their services, 
and investing in knowledge, both 

new and applied, is one way to do 
this. If it makes sense for Microsoft 
to spend on research to develop 
new operating systems, it makes 
sense for governments to invest in 
science too, to develop better health 
services, better education systems, 
and better policies.

But what about the more generic 
investment by governments in the 
knowledge base—public subsidies 
for research and development in 
the corporate sector, investment 
in undirected university research, 
and commitments to government 
agencies like the CSIRO? The 
conventional economic wisdom is 
that science (especially pure science) 
is a public good for which free 
markets will tend to under-provide, 
hence the role for government. 

This idea is not defi nitively proven, 
but for fifty years it has spurred 
governments across most societies 
to increase their funding for research 
and development (R&D). The 
orthodoxy is that public investment 
in R&D is fundamental to a society’s 
long-term economic growth. As 
a result, the annual investment in 
R&D by the combined OECD 
governments now exceeds a quarter 
of a trillion dollars—up by 24% in 
real terms over the past decade. 

This is a substantial investment 
by any reckoning. It corresponds to 
over a million researchers dependent 
upon the public purse across devel-
oped countries; a small city’s worth 
of people. Clearly, the view of most 
governments is that public funding 
of science is necessary, and increasing 
in importance. However, it is all 
a complete waste of money if one 
is to believe Terence Kealey, the 
vice chancellor of Britain’s only 
private university (the University of 
Buckingham) and the author of Sex, 
Science and Profi ts. 

Kealey argues that science is not 
a public good but a surprisingly 
private one—which is to say it pre-
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dominantly benefits the members 
of the scientific community. In a 
panoramic history from the Stone 
Age to the present, he suggests that 
public investment in science has 
typically been a consequence rather 
than a cause of economic growth. 
He argues that technology more 
often leads to advances in knowledge 
rather than vice versa. 

He also points out that all the 
great, technologically innovative 
societies throughout history have 
been market societies: in such 
societies, competition and property 
rights impel, and provide incentives 
for, market participants to develop 
niches and to find better ways of 
doing things. Most significantly, 
he concludes that government 
investment in science and technology 
‘crowds out’ private investment in 
research (including both indust rial 
R&D investment and philanthropic 
investment in public institutions) 
and ultimately serves also to curtail 
academic freedom. 

It is an assessment, need less to say, 
that isn’t popular among Kealey’s 
academic colleagues. Sex, Science and 
Profi ts is actually an update of The 
Economic Laws of Scientifi c Research, a 
book Kealey wrote more than a decade 
ago. In a review of that earlier version, 
the eminent Stanford and Oxford 
economist Paul David wrote, ‘the 
evidence, analysis, and interpretations 
put forth in this volume are so deeply 
flawed that the easy readability of 
its glib text is not so much a virtue 
of exposition as it is a trap set for 
the unwary.’

David went on to observe, ‘Surely 
it is a notable achievement of some 
kind to have ploughed through so 
much economic history and OECD 
data, and all those economics journal 
articles, and yet managed to emerge 
with so erroneous and misleading a 
collection of generalisations.’

We can be fairly confident that 
Kealey will inspire similar criticisms 

this time around. Sex, Science and 
Profits is highly selective and it is 
very easy to fi nd opposing evidence. 
In March 2007, the Productivity 
Commission published an economic 
analysis of the value of public 
investment in R&D in Australia. 
Their report—Public Support for 
Science and Innovation—was twice as 
long as Kealey’s book, fundamentally 
more rigorous, and their conclusions 
were diametrically opposed. They 
argued that some government 
support for R&D does produce 
sizeable benefits for Australian 
society. Crucially, their assessment 
was that there is ‘strong evidence’ 
that public support currently does 
‘not significantly displace private 
fi nancing of R&D’ in Australia.

The book is also quite strange 
in parts. One of Kealey’s more 
extra ordinary arguments, and the 
justifi cation for his incongruous title, 
is that that the scientifi c method is 
innate to humans, hav ing 
evolved through a process 
of sexual selection. Perhaps 
things are different in 
Buckinghamshire—per-
haps George Clooney 
never came for a visit—
but saying ‘Hello, I’m a 
scientist’ is not generally 
con sidered to be a great 
way to get a date. There 
are a number of odd assert-
ions like this, where Kealey draws a 
long bow.

This is not to imply, however, 
that Kealey’s book is unworthy of 
attention. Leaving aside its more 
controversial conclusions, Sex, Science 
and Politics can teach something 
useful about government support 
for research. For while it may be 
misguided to conclude, in a blanket 
sense, that all government investment 
in R&D is futile, it remains demon-
strably true that some forms of 
government support for science and 
technology are pernicious.

Those people,  for instance, 
who only see upsides in increased 
national R&D investment and 
who unthinkingly demand targets 
for R&D investment across the 
Australian economy, may find 
instruction in the case of the former 
Soviet Union, which ultimately did 
not benefi t economically or socially 
from its massive, state-directed 
expenditures on R&D, even though 
at one point they accounted for 
nearly 4% of GDP. As Kealey points 
out, ‘they needed roads and markets, 
not particle accelerators’ (385).

It is striking too, even in market 
economies, how ineffective so 
many government interventions in 
programs of applied technological 
development have been. Kealey gives 
many examples: the expensive failure 
of the British to develop a mechanical 
computer under Charles Babbage 
in the early nineteenth century; the 
lack of innovation across the heavily 

subsidised German steel-
manufacturing industry 
in the late nineteenth 
century; and, of course, the 
persistent failure of MITI’s 
technology programs to 
bring bene fi ts to its investee 
industries in late-twentieth-
cen tury Japan.

There are some timely 
history lessons here for 
Australian policy makers, 

particularly in light of the Rudd 
government’s present obsession with 
building ‘innovation’ in the national 
automobile and textiles industries—
an enduring fetish for those on 
the left of the Labor Party, which 
sensible Australian economists, 
including those in the government’s 
own Productivity Commission, have 
tried to caution against.

Kealey also shows how valuable 
philanthropic support has been 
throughout the history of science. 
Think of Charles Darwin, whose 
personal fortune enabled him to 
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spend a lifetime thinking through 
his theory of natural selection. Sex, 
Science and Politics suggests that 
philanthropy is a better funder of 
basic research than government, 
which is to say you get more dis-
coveries for your buck and greater 
academic freedom. This is an 
argument that resonates strongly 
with the Australian experience. One 
only has to compare the quality 
of research in our better-endowed 
medical research institutes with that 
in our universities and hospitals. 

Governments that wish to foster 
innovative societies should invest 
in research, both to improve their 
own services and to enhance the 
know ledge base. But they will 
get the greatest value from their 
investment if they invest while resist-
ing the temptation to intervene in 
the markets for new technologies. 
Freedom and competition are what 
make societies innovative. No amount 
of government research money can 
substitute for those two things, 
but astute government funding for 
science can complement them. 

Reviewed by 
Thomas Barlow
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he acme of eco  nomics encyc -
lo   pedias is  The New Pal -

grave Dictionary of Economics. 
With contributions from eminent 
economists the world over, the 
Palgrave dictionary comprehensively 
covers a huge range of topics in 
analytical economics and political 

economy. It also contains numerous 
gems, such as Milton Friedman’s 
discussion of the quantity theory 
of money and Peter Groenewegen’s 
sparkling biography of that mag-
nifi cent Frenchman A. R. J. Turgot. 
At the other end of the market 
are the more run-of-the-mill eco-
nomics dictionaries—affordable, 
compact, and full of facts. 
Both kinds of diction ary 
now compete with un-
limited free content on 
the internet. 

The Concise Encyclo-
pedia of Economics, edited 
by David R. Henderson, 
differentiates itself from 
these other products by 
pre senting to readers a classical 
lib eral approach to eco nomics 
and economic thinking. Its art-
icles cover most areas of policy, 
macroeconomics, microeconomics, 
industrial organisation, schools of 
thought and practice, and analytical 
methods. There are also entries 
on politics, individual and group 
behaviour, sport and the arts, and 
global warming. The back of the 
book contains short biographies of 
ninety-nine notable economists. 

The result is a compil ation which 
gives readers both an overview of eco-
nomic thinking on a range of public 
policy matters as well as economic 
analyses of non-economic subjects. It 
is an excellent way for non-economists 
to learn about eco nomics and how 
economists tackle problems. It will 
also be instructive for those trained 
in eco nomics. My own reading of it 
helped crystallise a number of matters 
in my mind and introduced me to 
some interesting approaches. 

Apart from presenting econom-
ics to the public, the book also 
stresses the value and importance 
of economic freedom. Running 
through the articles is the idea that 
people and societies flourish in 
an environment of well-defined 

and well-enforced property rights, 
low taxes and minimal regulations, 
sound legal and monetary systems, 
proper contract enforcement, and 
limited government intervention. 
Importantly, the contributors present 
these conclusions not simply as a 
faith-based mantra, but as the results 
of many years of scientifi c research 

into how societies work.
The encyclopedia has 

many strengths. Those 
who have an interest in 
the debates about the roles 
of fiscal and monetary 
policies, and the effect of 
tax cuts on infl ation, would 
do well to read James 
Tobin’s article on monetary 

policy and James Gwartney’s piece on 
supply-side economics. The articles 
on political behaviour and public 
choice are essential reading for those 
interested in public policy, and 
Joseph Stiglitz’s entry on information 
is fascinating. Other interesting 
contri butions in   clude those on marg-
in alism, infor mation and prices, 
mono poly, postwar Germany, apart-
heid, discrim in ation, disaster and 
recovery, ethics and economics, and 
population.

A valuable aspect of the book is 
the way contributors use simple 
economic analysis to ‘bust’ widely 
believed myths. The articles repeat-
edly demonstrate that regu lations 
and policies created to meet political 
ends are always more costly than 
economically efficient solutions. 
These suboptimal solutions are often 
more palatable to people than the 
economically effi cient ones because, 
although the associated costs are 
greater, they affect communities 
indirectly and so are difficult to 
observe. This is made clear in 
Jerry Taylor and Peter van Doren’s 
enlightening article on US energy 
markets. Elsewhere, Deepak Lal 
analyses foreign aid, showing that 
not only are the justifications for 


