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Mass Flourishing: How Grassroots 
Innovation Created Jobs, Challenge, 
and Change  
  
 Phelps, Edmund, (2013), Princeton University Press, 

Princeton, New Jersey. 
 

“This modernism that impelled the emergence of modern 
economies was nothing less than a cultural revolution.” 

“The idea of corporatism inspired systems of varying 
totalitarianism that turned most participants back into sheep.” 

“Understanding the modern economies must start with a modern 
notion: original ideas born of creativity and grounded on the 
uniqueness of each person’s private knowledge, information, and 
imagination.” 

Summary 

In Mass Flourishing, Edmund Phelps, a Nobel Prize winner in economics, explains why 

the modern capitalist economy that triumphed in Europe and America a century ago 

suffered a damaging reversal in the twentieth century. This book explains how this 

capitalist flourishing – understood as rising wages, personal growth, and the 

development of new ideas – was achieved and why it has been lost.  

Phelps points out that the key to the economic flourishing was the cultural change that 

occurred in mid-nineteenth century society. A break with traditionalism in favour of 

modern values (such as innovation, creativity, individualism, and information) was 

central to fertilising a new prosperity, and with it, the modern economic system. The 

author describes this period as a time of great humanism, when people were free for 

the first time to fight for their goals and ideas. This new grassroots dynamism fuelled 

innovation, and a new economic efficiency and wealth, which when combined with 

intellectual and moral growth, enabled people to enjoy the classic ideal of ‘the good 

life’.  

However, from the 1960s onwards some leaders began to distrust this model. Two 

major currents of criticism emerged: socialism (with its call for an end to private 

property) and corporatism. This second current was adopted by most governments on 

both sides of the Atlantic, and it is here that Phelps focuses most of his critical 

discourse. The author accuses corporatism of discouraging gains in innovation and 

productivity – and calls for its eradication. 
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The author 

Edmund Phelps won the Nobel Prize in Economics in 2006 and is currently director of 

the Center on Capitalism and Society at Columbia University. He has written several 

books, including Designing Inclusion, Rewarding Work, and Seven Schools of 

Macroeconomic Thought.  

Key ideas and opinion  

Phelps makes a complete and extensive historical review of the birth, development, 

and subsequent fall of the modern capitalist economic model. He reviews the events 

that created a system that he says brought the world more production and 

development than any other system, and enabled people to achieve self-realisation for 

the first time. However, the historical description and the survey of the many 

advantages of capitalism are but a tool for the real purpose of this book: an open 

criticism, blaming corporatism for the deterioration of the capitalist model and the 

subsequent weaknesses in the world economy. Although Phelps points to socialism as 

a reaction to modern capitalism that must also share responsibility for economic and 

cultural decline, it is corporatism, born in Italy in 1925 under the rule of Benito 

Mussolini, that he claims is responsible for the worst damage.    

The humanistic approach the author, an authority on economics, applies in Mass 

Flourishing is interesting. He argues that it was individuals’ massive generation of new 

ideas and their fearless application that created the flourishing. He also pays special 

attention to changes in literature, music and art – the essential reflections of 

society. He presents a fascinating defence of culture as an essential resource for the 

construction of an effective economic system. 

The book is divided into three parts. The first examines how the modern capitalist 

economy emerged and its human consequences. In the second part, Phelps singles out 

the enemies of that system: socialism, and especially, corporatism. The final part of the 

book describes the economic fall from grace in the 1960s and the keys to a possible 

recovery, which remain within reach.  

Grassroots dynamism and innovation: keys to the birth of the 
modern economy in the nineteenth century 

Neither scientific advances nor the discovery of new and distant lands constituted the 

germ of the modern economy, according to Phelps. The modern economy was made 

possible by an explosion of economic studies based on innovation and creativity 

born of intuition. The results of this ‘big bang’ allowed for a true mass flourishing. 
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Phelps identifies two concepts he believes underlie the modern economy: grassroots 

dynamism and its consequence: innovation. These factors distinguish modern 

capitalism from mercantilist capitalism. In modern capitalism, individuals are very 

closely involved with the economy: they build and nurture the economy with their 

ideas. The modern economy improved productivity and living standards, and also 

enriched the nature of work and its meaning in our lives.   

The most material effect of modern capitalism was a general increase in wages. 

However, Phelps accepts some of Marx’ criticisms on the inequalities generated by 

the system. By rewarding individual achievements, some people were left behind; yet 

the overall effect was positive in every aspect. Better wages reduced mortality and 

disease, which produced a large young population willing to work with new ideas. 

Through massive innovation, modern economies completely transformed the 

conditions under which most people lived.  

As for the intangible benefits – which radically changed people’s way of life – Phelps 

discusses the widespread discovery of freedom in terms of self-assertion and self-

expression, and the satisfaction of achieving goals or solving problems at the 

workplace. Work becomes something that can offer intellectual satisfaction, or even 

happiness, to a wide spectrum of the population. The author places art and literature 

as an example of this change in attitude. Frankenstein by Mary Shelley symbolises this 

new ability to create and the destructive powers that can also be unleashed. The 

author points to works such as Wuthering Heights by Emily Brontë (1847), with the 

tension between rural and city life, the chronicles of Charles Dickens, of course, and 

Charlotte Brontë's Jane Eyre on the new role of women. A stream of ideas expanded to 

the arts, music, and philosophy and shaped the new cultural spirit that was a 

prerequisite for the creation of a modern economy.   

This model also needed new economic and political institutions, such as 

representative democracy, to guarantee property rights and stimulate self-confidence 

and social commitment. The author highlights the importance of differentiating 

between innovation from within a country and the imitation of innovations by 

others, which in his opinion, was the cause of the flourishing of Hong Kong, Korea, and 

China. This difference also points to the current weakness of Europe, which has 

become too dependent on the flourishing or decline of America.   

Socialism and corporatism: enemies of the modern economy 

In the second part of his book, Phelps discusses how the twentieth century, with its 

wars and the subsequent economic crisis, produced criticisms of the concept of 

modern capitalism. Two new trends emerged in the twentieth century that opposed 

modern capitalism and quickly attracted followers in America and Europe. These new 

trends prevented the flourishing from further developing as successfully as in the 

previous century.    
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The first trend was an ideology that denounced the inequality and suffering generated 

by modern capitalism among the working classes – socialism. The reality of job 

insecurity, low wages, and unemployment in some communities was powerfully 

denounced in the Communist Manifesto published by Marx and Engels in 1848. 

However, Phelps emphasises the weakness and vagueness of the economic model 

preached by early socialists. Phelps recalls the words of Ludwig von Mises that in a 

socialist system in which private property and individualism are eliminated, the 

workers would have no incentive to innovate because it would bring no additional 

remuneration or satisfaction. In contrast, private ownership obtained through 

individual labour leads to a tradition of experimentation that eventually prevents 

wages and prices from stagnating. Nevertheless, variations of socialism were 

established with within Europe, with the USSR presenting the most extreme example. 

The result, according to the author, was disastrous for the economies and the lives of 

the people.  

Still, the real focus of the author’s criticism is corporatism – an evil responsible for the 

dire economic situation in Europe and America today. In the late nineteenth and early 

twentieth century various social critics began attacking aspects of the modern 

capitalist system – but they differed in their criticisms from the socialists. The 

corporatists argued that the modern model lacked leaders as it consisted of many 

individuals acting independently. They argued that a common direction and a 

prominent leadership were needed. This doctrine also called for a return to 

traditional values and so helped bring about a Catholic Church-inspired corporatism –

clearly, a step backwards. Those European intellectuals who called for a return to 

‘unity and order’ found their hopes realised in 1925 when the first corporatist, Benito 

Mussolini, took power in Italy. With the state as the supreme guide in all activities 

(including scientific research and culture), corporatists argued that a united society 

was the road to progress. Private companies were grouped into sectors and managed, 

to a greater or lesser extent, by the state to increase productivity. Nazi Germany and 

Francoist Spain were examples of how corporatism led to near-totalitarianism, 

producing clear and extreme damage to humankind.   

Although the rise of democracy after World War II slowed the growth of corporatism, 

Phelps warns that many countries still partially embrace the idea. In recent decades, 

there has been a new corporatism in which the state less resembles a guide and more 

closely resembles a pilot paid by the passengers (big business and tycoons) to take 

them where they want to go. However, this new corporatism remains a system that 

stifles individual opportunity and forces people to seek permits before entering an 

industry, and these controlling actions stunt the modern economy and growth. 

Phelps discusses whether, from the 1960s to the present day, neosocialism and 

neocorporatism have enjoyed the success that their supporters claim. He finds the 

evidence to be clear: when a country rejects private ownership of companies, 
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subsequent economic development is weak. As for corporatism, the author recalls 

that whereas equilibrium in wage levels was one of the objectives, the opposite has 

occurred. Phelps claims that adopting corporatism caused innovation to stall in the 

four major mainland European powers – Germany, Italy, Spain and France. The result 

was that these nations based their growth on external developments generated by 

USA - that is, until the crisis in 2008. The spirit of indigenous innovation leading the 

late nineteenth and early twentieth century has vanished, and when American 

innovation lost steam and productivity fell, Europe was dragged down at the same 

time.  

Decline and re-establishment 

In the final part of his book, Phelps reviews the factors that led to the decline of the 

modern economy, including the lack of grassroots dynamism, and argues why this 

model should be re-established to rescue our weakening economy and declining 

society. The 1975 and 2008/2009 crashes were primarily due to deliberate acts of 

governments that, in the case of America, pushed the national economy to the limit 

with excessive foreign borrowing and short-term measures to pump up investment, 

GDP, and employment. This strategy was obviously unsustainable and failed to deliver. 

Yet the government refused to accept the crisis, and failed to make the necessary 

calculations about national demand that would have enabled corrective measures. The 

result, according to the author, is a sick society and an electorate that has become 

accustomed to lying politicians.  

The modern economy led to a unique flowering of the human spirit and marked the 

triumph of modern morality and vitality, mixed with a good dose of 

materialism. However, over time the modern economy has come under attack from 

the political class and suffered a cultural decadence. It was also betrayed by its 

managers. According to Phelps, the ethical basis and moral foundation of modern 

capitalism is misunderstood. After a century of spectacular growth, some leaders 

came to feel more comfortable with the slower pace and familiar patterns of 

corporatism, and this has put the brake on an essential ingredient of the flourishing: 

the competition of ideas. If the aim is to reform the system and to make our way back 

to an upward trajectory, the author advocates explaining to the public just what type 

of work and economies are the most profitable, and which system will deliver a good 

life and social justice.   

The concept of ‘the good life’ is repeated several times by Phelps as a summary of the 

ultimate goal of a good economy. According to Aristotle's conception, the good life is 

the ability to understand and learn, and the wealth this creates facilitates the highest 

degree of satisfaction. An economy that allows people to seek the best is a ‘good 

economy’. An economy is only good if it enables and encourages a good life. It should 

enable people to imagine and create something new (to act in the world, as Hegel 

said) and seek innovation. According to some critics, this kind of ‘good’ economy 
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creates inequality and deprivation for those who choose alternative models. They 

therefore label this economic model as unfair. In response, the author claims that the 

standards for a good and fair economy are the same as for a good and fair political 

system; and he calls for Europe to abandon its stultifying corporatism and break free 

from the tyranny of traditional values in order to restore stability and to flourish once 

again.   

Phelps concludes with a number of specific recommendations to recover dynamism 

and restore the modern model on both sides of the Atlantic. The key is to establish 

policies that encourage innovation, for which deep structural and cultural changes are 

needed. Modern institutions must be recovered and property and company law 

changed to unlock the brakes on innovation, such as short-term thinking, that 

dominate today’s large companies. Under the premise that private property improves 

the economy in the same way as the right to seek profit, the author criticises the 

growing popularity of traditional values, such as solidarity and community, because 

these values hamper competitiveness and dampen the motivation to innovate. 

New types of government interventions are needed to replace the old. Governments 

need civil servants holding practical experience in innovation, and regulators who are 

experienced working in the companies they regulate and have a focused economic 

education. He points to the leadership training offered by the French grandes écoles 

such as Sciences Po, or the graduate programs that China requires its future leaders to 

take at leading universities around the world. Politicians should be well versed in 

economic literature to effectively eliminate corporatist institutions and policies, which 

are sources of inefficiency and the enemy of self-improvement and ambition. 

Once the public sector has regained its dynamism, change must be brought to the 

private sector – starting with an end to the practice of paying CEOs stratospheric 

salaries for short-term performance. This practice has lead CEOs to focus on short-

term strategies that do not build a dynamic and efficient economy. In addition, the 

banking system, much criticised since the 2008 crisis, should be thoroughly 

overhauled with regulations that prevent risky practices. Phelps has not forgotten the 

unions, and criticises them strongly for the slow progress the West has made when 

faced with new powers such as China. He accuses the unions of slowing innovation by 

imposing restrictions and advocates a complete revision of their foundations. Before 

concluding, the author re-emphasises the need to never lose sight of culture as the 

essence of the modern economy. Traditional attitudes must be put aside and 

creativity, curiosity, vitality, and individualism embraced as the values for achieving 

an economic flourishing and the good life.   


