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Industrial strategy is experiencing a renaissance, with global debate rightly shifting
from whether to pursue it to how best to design and implement it. This report,
based on work that IIPP has done with governments around the world, focuses

on the potential of industrial strategy to be a powerful tool not only for catalysing
growth, but for shaping the type of growth that results, and who benefits.

The challenges worldwide are clear: global warming, weak health systems, the
digital divide and rising inequality, to name but a few. A well-designed, mission-
oriented industrial strategy can transform these challenges into opportunities for
cross-sectoral innovation and investment. This can boost business investment and
lead to jobs and growth that serve the interests of people and the planet.

With a focus on missions rather than sectors, the report advocates for an
industrial strategy that serves as an engine for sustainable, inclusive economic
growth, delivering transformative changes for the decades to come.

Yet getting the details right matters. Mission-oriented industrial strategy requires

fundamental changes to how states governyto avaid becoming a case of spld wine
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» To address 21st century challenges like climate change, a new approach

to growth is needed. Industrial strategy can be an engine for sustainable and
inclusive economic growth, but only if it shifts its focus from sectors to missions.
A mission to achieve net zero by a certain year, for example, would require
investment, innovation and transformation across sectors. This goal is not just
about renewable energy; it must include transforming how we move (sustainable
mobility), how we build (green infrastructure), and how we eat (sustainable food).



» Avreset of the relationship between the public and private sectors is needed,
to design reciprocal partnerships oriented around shared goals that produce
shared value. This can be done by setting conditions on access to public sector
grants, loans, equity investments, guarantees, procurement contracts, bailout
packages, tax benefits and other incentives that prioritise mission goals and share
risks and rewards.

» Engaging civil society and labour unions in mission design and implementation
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The greatest challenges facing the world today — from global warming and health
pandemics, to growing inequality, and inequitable access to decent housing — are
direct results of how we choose to design our economies. Overcoming these
challenges will require a fundamentally different approach to economic policy
that proactively steers economic activity to be sustainable and inclusive, while
leaving open the many bottom-up solutions required. How this direction is set,



coming at the expense of investments in economic growth, and with economic
policies too often reinforcing market dynamics that operate at cross purposes
with critical policy priorities.

Well-designed  — & - e I PRANPR: g a,e‘ . can be an engine for
economic grﬁ It can transform challenges into opportunltles for the public
and private sectors to invest, innovate and collaborate, and can be governed to
share the risks and rewards of this collaboration. By catalysing cross-sectoral
innovation, investment and transformation, missions can generate a multiplier
effect; in other words, they can help ensure that public investment leads to a

much greater impact on GDP than the amount invested (Deleidi and Mazzucato,
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Industrial policy has been around for a long time, in the form of sector-specific
subsidies and investments, as well as the more comprehensive policies of some
East Asian economies, including Hong Kong, Taiwan, Singapore and South Korea.
However, discussion about industrial policy has been largely stifled by decades

of opposition since the 1980s Washington Consensus. It is only recently that
debates have shifted from whether industrial policy should be done, to discussing
how it should be done.



of key sectors, promoting diversification to improve resilience, bringing jobs back
to distressed regions or aligning economic activity with sustainability and inclusion
goals. Horizontal industrial policies apply to all firms across the economy and aim
to establish the conditions for economic success, such as a talented workforce
and high levels of business R&D investment.

Effective industrial strategy must incorporate an array of interconnected supply and
demand side, and vertical and horizontal policies, and also integrate with other areas
of policy, such as innovation, trade, education, labour and environmental policies.
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Industrial strategy is often in tension with austerity policies that continue to lure
governments into a downward spiral of underinvestment and stagnating growth.
These policies rely on arguments that link public debt to weak economic growth,
neglecting the facts that growth requires investment, and that the sustainability

of national debt depends less on the level of debt than on what the government is
investing in. By investing in drivers of productivity and growth, such as education
and R&D, governments can expand the productive capacity of the economy, which
can bring down the debt-to-GDP ratio.

Governments around the world are resurfacing industrial strategy as the central
vehicle for promoting economic growth. However, these new industrial strategies
are not sufficiently new. They continue to be influenced by a neoclassical
approach to economics that inherently constrains the role of the state to that of a
fixer, facilitator and de-risker. This approach has been shaped by theories of the
state and the economy that have a powerful hold over political imagination and
have effectively limited the spectrum of policy options that are considered viable.

We argue that, to realise the full potential of industrial strategy, not only as an
engine of growth but also as a tool for shaping the direction of growth and who

it benefits, these economic policies should be mission oriented. This requires a
new understanding of the state and its role in the economy: to recognise the role
of the state in shaping markets rather than just fixing market failures, in working
with willing partners from across sectors rather than “picking winners” in the form
of specific sectors or technologies, and in both directing and catalysing growth. It
requires investment in state capacity, to build the institutions, tools, partnerships
and capabilities required for innovating, risk taking and collaborating to advance
ambitiaus policies. Fundamantally, this new approach must recognige that
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To tackle the climate crisis, for example, all sectors in the economy — from
agriculture and mining, to manufacturing and transportation — must decarbonise.






Spiiiovers:—
20 H'I'illga.’f e

s

-
wauldnl: # _ B
havessd9sHALT.: T # 3 40

sl

§ - - Al Baasislantloncac Lol (=FISVE=aTE 5 ——|
i) o i -_—
Spacﬁ Nl GV
il .E'L
L&) i
-
CAT Scans Water Purification Systems Wireless Heg~'~ %215 L APIhAAl ns
— o =1
j@ _@‘ﬂ . %ﬁ]-
-
LEDs DustRe:@ars | rm - > Momors BRIy o Fomnistnr Mg oy
/ﬁ\ — —_—

2and Ming nel v

Figure 1: 20 spillover innovations we would not have without space travel
(Jet Propulsion Laboratory, 2016).

As with the Apollo mission, today’s climate, health and other challenges require
innovation in, and transformation across, a host of different sectors. Unlike



Figure 2: A mission map (Mazzucato 2018; 2019).

«v\a&d e~ are difficult but important, systemic, and society-wide
problems that do not have obvious solutions. For example, the United Nations’



ﬁ «"are activities or programmes that solve particular problems and, in so
*doing, help to achieve the broader mission, such as an R&D programme focused
on developing a new product, service or process that could contribute to mission
success. For example, rather than thinking of electric vehicles as a mission, they
can be seen as a solution to a specific problem that needs to be solved to achieve



The illustrative mission map in Figure 3 is drawn from advice in Mazzucato
Commission’s missions.

(2018b) that helped to shape the
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4 shows a mission map drawn from the MOIIS work that focuses on ensuring

the safety, sustainability and accessibility of the UK mobility system, which would
require innovation across a range of different areas. The accessibility requirement,
for example, would require innovation in areas related to disabilities and access.

The MOIIS commission met regularly and hosted inter-ministerial workshops
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Mission-oriented industrial arategy should be seen as the engine of a wider

economic growth strategy, which all ministries are responsible for advancing.
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designed to foster alignment across ministries around shared goals, rather than
being reinvented within each ministry or each strategy.
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Therefore, missions should be governed by a central government body with the
backing of the highest offices of executive power — for example, housed within
the Cabinet Office or a similar body, with oversight from the president or prime
minister — with a mandate for setting strategic priorities and facilitating cross-
ministerial coordination (Mazzucato, 2021; 2023d). New governance structures
are needed to enable coordination across government institutions, sectors and
levels of government.
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These new structures could include “grand challenge teams” or “mission boards”
responsible for mission policy development, delivery and monitoring, and for
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Governments have a wide array of policy tools and public institutions at their
disposal that can play an important role in shaping markets and achieving
missions, if they are designed to support mission goals. This section focuses on
three areas where getting tool and institutional design right is critical to mission
success: public development banks, strategic procurement policy and state-owned



development banks and wealth funds can be designed with a mission-oriented
mandate. This requires the design of financial products to reflect and be
responsive to mission goals, and it requires a different risk appetite. The status
quo of modern public finance is to “de-risk” private finance through a variety
of direct and indirect means, including loans, grents, guarantees, an(‘iidibt-

lﬂnd equiky-based instrumijts. However, — *-je; & e~ ¢a
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way, the state can t&i on some of the risk of investing in innovation, which is
inherently uncertain and often requires long timelines before profits are realised,

and crowd in private investment that would otherwise not invest (Macfarlane and
Mazzucato, 2018).

Mission-oriented public development banks can take a portfolio approach to these
investments. In some cases, by sharing in the upside, they can reinvest the profits



Wealth funds can also be designed with a mission-oriented

mandate. For example, IIPP worked with Camden Council to

design a mission-oriented Community Wealth Fund (CWF) to

support the four missions it adopted in 2021 (Mazzucato et al,,

2022; see Box 8). Camden Council launched its £30 million fund

in 2024, which now provides repayable loans, equity finance and

business support to people, businesses and organisations across

the region. In designing the CWF, IIPP advised the council to

ensure the fund is evergreen over the long term; has a diversified

portfolio of investments; develops a co-investment profile that

attracts additional private and public investors; engages citizens; and empowers their
ownership of economic decisions in the borough. Lessons from the local level can




One innovative aspect is the bank’s application of
‘mission covenants' to its investments. These covenants
require the businesses it has invested in to report
regularly on their mission impact compared to what was
expected. In turn, this performance is included in the
bank’s regular mission impact reporting. If investments
do not meet expectations around mission impact and
the business is unable to remedy the situation, then the
bank reserves the right to implement an exit mechanism.

Since its inception, SNIB has committed over £415
million, leveraging additional investments totalling more than £1 billion. In the
2022/23 financial year, SNIB committed £221 million in new investments. Among
other results, these investments supported renewable energy projects generating
1.8 GWh, equivalent to powering 450 homes. The bank’s investments have
created approximately 2,300 jobs and supported 43 patents (SNIB, 2023).
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Public procurement is a crifg-llever for governments. The total value of global
public procurement budgets is approximately US$13 trillion per year (World
Bank, 2023b) and accounts for about 20—40 per cent of national public
spending among OECD countries (OECD, 2023b). For the most part, public
procurement has been approached with a view to managing down costs and risks
and prioritising efficiency, fairness and the prevention of corruption. Under this
paradigm, the emphasis has been on evaluating direct financial costs and benefits,
and on following narrowly defined processes. The fact that the procurement
function often sits within legal and finance teams rather than teams responsible
for policy strategy is emblematic of how it is generally seen and deployed.

However, procure ntb gets can used more strategically. ¢ €

“
—a - ~ —
= $ ra ‘ ‘ - l@r s\va‘et AN "s‘a‘s \a
. v- A e—— " - v
3 £ \as ' A 87 N ac atar




reduced to monetised equivalents, it considers how the good or service being
procured contributes to mission outcomes, and its impact on the wider market
through spillover effects over time. It also values relationships, setting conditions
on access to procurement contracts to ensure mission and values alignment
and prioritising suppliers that are willing to engage on these terms, ensuring that
solutions work for a given place, and putting more emphasis on shared learning.

While procurement models that go beyond the efficiency approach do exist,

they remain limited in scope. For example, the functional procurement approach
specifies a function without specifying the exact product that will be procured to
fill this function. This approach recognises the potential of governments to act

as lead buyers and to leverage procurement to catalyse innovation but has most
frequently been restricted to use in defence procurement. A related model —
outcomes-based procurement or payment-by-results — aims to spark innovation in
service delivery but remains relatively marginal and can be challenging to structure
in a way that avoids perverse incentives.

The recent wave of industrial strategies includes changes to procurement policy
that emphasise buy-local provisions. In Brazil, for example, procurement is being
actively redesigned as a lever for realising industrial strategy goals with new local




The food system is a critical factor in this journey, and Sweden has focused on
school meals as an important lever to transform the market. As the country’s food
strategy says, “Public procurement processes should be used to better guide
towards and respond to society's aspirations and laws” (Ministry of Enterprise and
Innovation, 2017). To this end, the Swedish National Food Agency has supported
a range of municipal experiments to implement the strategy and look at the
potential of procurement. Vallentuna ran a ‘reverse procurement’ test, where local
suppliers offered what they had for school lunches, meaning sales were based

on supply rather than demand, and children ate seasonal and locally grown food
(Livsmedelsverket, 2023).

Similar work is taking place elsewhere in Europe. Initiatives include ‘organic
districts’ in Italy, where “farmers, citizens, public authorities, and other local

actors realise a formal agreement aimed at the sustainable management of local
resources” (SchoolFood4Change, 2022); a new B2B platform in Ghent that
connects city purchasers with local suppliers; and a “catalogue of food” in Slovenia
that aims to make public food procurement more transparent (ibid).

In all these examples, intentional and innovative approaches to procurement
create market opportunities, not just for local food suppliers, but for technology
companies and others as well. Within the mission-oriented paradigm, the value
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A NEW CULTURE OF PROCUREMENT
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State-owned enterprises (SOES) are often uniquely positioned
to support industrial strategy goals, due to their position at the
boundary between the public and private sectors (Mazzucato
and Gasperin, 2023). However, SOEs have often been set up as
independent, arm’'s-length delivery vehicles, rather than vehicles
for achieving policy goals. If governed in a mission-oriented way,
instead of being insulated from public policy, SOEs can help

to support sectoral transformation, foster the development of
new solutions and shape markets in alignment with industrial
strategy missions.

In some countries, state holding companies responsible for certain aspects of SOE
governance and policy coordination have been created. This model may be pursued
with a view to insulating SOEs from political capture, creating opportunities for a
portfolio approach in which financial surpluses from some SOEs can be reinvested
in restructuring or expanding others, coordinating market activities and sharing
knowledge across SOEs, or aligning SOE mandates with national economic policy
priorities or missions. While the latter function is less common, examples include
the French holding company Agence des participations de I'Etat, responsible for
83 SOEs, which has a ‘shareholding doctrine’ that sees SOEs as instruments
through which to achieve national policy objectives (Kumar, 1993; SASAC, 2018;
Mazzucato et al., 2021; Agence des Participations de I'Etat, 2022).

Holding companies are just one approach to aligning SOEs with policy goals.
This alignment can be embedded, for example, in individual SOE governance
structures and mandates, and in the approach taken by the ministries responsible
for overseeing them.
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collectively bargain (ITUC). The labour share of global GDP, which is the fraction
of an economy'’s output that goes to workers, has declined by six percentage
points since 1980. In the US and UK, only 20 per cent of finance goes into the
productive economy, with the rest flowing into finance, insurance, and real estate
(FIRE) (Mazzucato, 2021). Furthermore, in 2023, S&P 500 companies transferred
$795.2 hillion to shareholders through stock buybacks (S&P Dow Jones Indices,
2024). Approximately half of this amount came from the 20 largest firms. Five of
the world's largest listed energy companies transferred $104 billion through share
buybacks and dividends in 2023 (Ambrose, 2024). Tax havens collectively cost
governments between $500 billion and $600 billion a year in lost corporate tax
revenue (Shaxson, 2019).

Rewards are being siphoned out of the economy to a small percentage of actors.
Big pharmaceutical companies are a case in point. Even though value is created
by many different actors and institutions — with the US government, for example,
investing over $40 billion a year in health innovation — the prices of drugs do

not reflect this public contribution. From 2007 to 2016, the 19 pharmaceutical
companies included in the S&P 500 Index spent US$297 billion repurchasing
their own shares — through stock buybacks — equivalent to 61% of their combined
R&D expenditures over this same period (Tulum and Lazonick, 2018). Even during
a global pandemic, pharmaceutical companies reaped the rewards of a system
set up to favour high drug pricing, the protection of corporate Intellectual Property
(IP) rights, and shareholder value over the production of stakeholder value. These
problems transcend the pharmaceutical industry.

We need to build an economy that has reciprocity at the heart of partnerships
between economic actors. Missions offer a north star that helps to engage
businesses from across sectors, the research community, different levels of
government, civil society and trade unions in working towards a shared purpose.
Governments set the direction, but they do not achieve missions alone. Mission-
oriented industrial strategy is characterised by “leading with purpose, governing in
partnership” (Mazzucato et al., 2024).
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strategy offers an opportunity to forge a new social contract between the public
and private sectors.

A reset is needed regarding how the public and private sectors relate to one
another. To redirect finance away from windfall profits that benefit a small number
of people, a broad slate of reforms is required. The design of public—private
collaboration is one critical place for this reset to occur.

Governments' mode of partnering with business is too often driven by a fear

that businesses will leave or refuse to invest in activities that align with policy

goals or create jobs. They are aften concerne(jvvlt eing viewed as “buIness-
——— ‘ D Ng

fnenjﬁ or “op for businessk
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*\ae ae, and on sendlng a S|gnal to busmesses that they are opening new
market opportunltles that align with policy goals. A more reciprocal relationship
can be established by setting clear conditions on access to public sector grants,
loans, equity investments, guarantees, procurement contracts, bailout packages,
tax benefits and other incentives to ensure a public return on public investments
that maximises not just private profits but also public value. More symbiotic, as
opposed to parasitic, partnerships between government and business can shift



For example, the Oxford-AstraZeneca COVID-19 vaccine, developed with

the help of UK Government investments in R&D, manufacturing and advance
purchase agreements, included provisions to keep prices low, limit profits during
the pandemic, and ensure knowledge-sharing for public health (Cross et al.
2021). These conditions shaped public-private collaboration to prioritise public
health goals, in contrast with, for example, the use of strategic patenting by other
companies to block competitors and keep vaccine prices high.

Conditions have been embedded in recent industrial strategies to align policy
instruments with policy goals. The US CHIPS and Science Act (Box 6) and Brazil's
Health-Economic Industrial Complex (Box 7) offer two examples.

Box 6: US CHIPS and Science Act

The 2022 CHIPS and Science Act aimed to boost semiconductor production
in the US, providing approximately $53 billion in incentives for semiconductor
research, development, manufacturing and workforce development (Mazzucato
and Rodrik, 2023).

IIPP advised the US Department of Commerce on how to incorporate various
forms of conditionality into the Act and Notice of Funding Opportunities. The
conditionalities that were embedded include prohibiting the use of government
funds for stock buybacks or dividends and indicating a preference for applicants
who generally commit to avoiding stock buybacks (National Institute of Standards
and Technology and United States Department of Commerce, 2023). Additionally,



influence private-sector behaviour and achieve broader policy objectives. However,







foundation upon which mission-oriented industrial strategy should rest. Tools such
as sectoral bargaining, which allows labour standards to be negotiated with an entire
sector rather than with each company individually, can lead to improvements in job
quality that extend to many firms, not only those receiving government support.
Building on these foundations, conditions on access to public funding and other
benefits can further require firms that benefit from government support to pay

fair wages; provide jobs that are safe, secure and benefit from important social
protections; invest in worker training; and commit to neutrality or to providing a
safe environment for union organising. They can also require different forms of
community engagement and investment. Ideally, such requirements should be
established in a consultative, transparent and accountable way. Community benefit
agreements are one tool for empowering communities to advocate for terms that
align with their needs.

A place-based lens, supported by strong national to local collaboration, is also critical.

It is important for solutions to benefit from local-level and user-based insights,

for progress to be visible, and for policy instruments that fall within the remit of
different tiers of government to be joined up. Cities or regions may also opt to
become test beds for innovative demonstration projects that can subsequently

be scaled up. How a mission translates into implementation will vary from place

to place, as will the specific support and policy measures required to enable
implementation, depending on local-level realities (Mazzucato et al., 2024). Lessons
should be captured and shared across regions and nations, through feedback



citizen participation and “sharing the burden and the bounty” between the

public and private sectors (see Box 8). In Australia, the Australian Council of
Trade Unions (ACTU) developed nine principles to help shape the government’s
industrial strategy, including the need for “First Nations Justice”, “Good Jobs and
Training For All", and “Most Need, Most Risk, Most Support”. Another example is a
framework recently published by IIPP that sets out a mission-oriented and human
rights-based approach to housing, which underlines the importance of embedding
human rights-based principles in how the housing crisis is tackled (Mazzucato and
Farha, 2023; see Figure 8) — recognizing that at least 1.8 billion people are living



Box 8: Participatory missions in Camden

The London Borough of Camden faces deep social, economic, and health
inequalities. While it hosts numerous businesses and cultural sites, 43 per cent of
Camden’s children grow up in poverty, and the borough has a significant ethnicity
employment gap. In response to these challenges and to build a more inclusive
community, Camden Council launched Camden 2025, a vision developed with
input from citizens through assemblies, public events and surveys. Following the
COVID-19 pandemic, the need to address inequality became even more urgent,
leading to the establishment of the Camden Renewal Commission in September
2020.

The Camden Renewal Commission, co-chaired by Professor Mariana Mazzucato
and former Council Leader Georgia Gould, developed four key missions to guide
the borough's recovery:

1. By 2030, ensure that those people in positions of power in Camden reflect the
community’s diversity.

2. By 2025, provide every young person with access to economic opportunities
that ensure their safety and security.

3. By 2030, guarantee that everyone eats nutritious, affordable and sustainable
food daily.

4. By 2030, create creative and sustainable estates and streets in Camden.

These missions aim to reduce inequality and create a fairer, healthier and more
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A mi.ssion-oriented industrial strategy requires leaders within government to
recognise their role as value creators who are responsible for directing and
shaping economies. This shift demands a more proactive and dynamic role for
the state, not least because it requires the state to take risks through choosing
a particular direction of change. Realising this potential will require governments
to invest in their own capacity to operate in ways that are more dynamic, risky,
iterative and networked?!

This idea goes against the grain of policies that have downsized and dismantled
key structures of government around the world. There is an ongoing trend

of governments outsourcing core capacities to large consulting firms. The
consulting industry has grown rapidly over the past 20-30 years. Today, the
global consulting services market is estimated to be worth around $700 to $900
billion (Wooldrige, 2023). The Big Four — Deloitte, EY, KPMG, and PwC —
reported global revenue increases of between 8% and 18% in their 2023 annual
results (O’'Dwyer and Walker, 2023). This trend is undermining the ability of
governments to learn-by doing because there are systemic disincentives for large
consultancies to help clients learn, creating a parasitic culture of dependency.
What is more, when activities are outsourced to consultancies as a way to
legitimate political and corporate decisions or “rubber stamp”, decision-making
processes can be obfuscated and transparency lost. Finally, governments are
losing bright candidates to consulting firms (Mazzucato and Collington, 2023).
Indeed, investing in government capacity means both developing the capabilities
of existing civil servants and creating mechanisms to attract top talent to work
within government.

Public sector capabilities can be broken down into three interconnected
layers: state capacities, organisational routines, and dynamic capabilities of
public organisations.

1 The objective of the UCL Institute for Innovation and Public Purpose (IIPP) is to rethink the state. This includes
designing and delivering a new curriculum for civil servants and bringing together global public sector organisations
with a mandate to shape and co-create markets through IIPP’s Mission-Oriented Innovation Network (MOIN). In an
effort to merge theory and practice, IIPP is developing a Public Sector Capabilities Index, which will be the first global
measure of where government capacity is strong and where further public sector skills are needed (UCL IIPP, 2024).

42






designing and negotiating contracts that lead to symbiotic public—private






maximisation can be informed by the following “common good” design principles:
purpose and directionality, co-creation and participation, collective learning and
knowledge-sharing, access for all and reward-sharing, and transparency and
accountability (Mazzucato, 2023b). Well-designed DPI can support business
innovation, enable citizen participation, and allow for more adaptive and responsive
services that meet the needs of the people, businesses or organisations they are
intended for (Eaves et al., 2024).

Box 10: Embedding purpose in the civil service through missions
in Bangladesh

In 2007, only 10 per cent of Bangladeshi civil servants used computers, which
resulted in slow, manual and paper-based public services. Citizens faced
significant inconvenience, costs and corruption to access essential services. The
government's administrative and transactional costs were high. As Bangladesh
aimed to transition from a least developed country (LDC) and address issues
like food security and corruption, the Digital Bangladesh goal was set to help
transform the nation by 2021. However, centralised decision-making and a lack
of innovation tools hindered public service improvements. In response, the Prime
Minister's Office launched the Aspire to Innovate (a2i) initiative. Aligned with the
country’s national strategy, Smart Bangladesh Vision 2041, the initiative aims to
drive inclusive, citizen-centric digital transformation.

Smart Bangladesh Vision 2041 is driven by six socio-economic missions:

1 High-income: GDP per capita of at least $12,500
2. Poverty-free: O per cent extreme poverty and under 3 per cent poverty
&






should consider not only whether a policy intervention is working but who it is
working for and why; go beyond the direct impact of the intervention to consider
its dynamic spillovers and economic multiplier effects as well as its wider societal
impacts; and consider impacts at both the project and portfolio levels (Mazzucato
et al,, 2020; Mazzucato et al,, 2024). Importantly, missions can have significant
positive effects even if the mission fails.




within an economy. How it is designed will determine whether it reinforces
systemic inequalities in the global economy, increasing trade friction, or helps to
address these inequalities, driving innovation and economic growth with positive
global spillovers.

Importantly, orienting industrial strategy around missions means aligning it with
challenges that are often global in scope. For example, tackling climate change

is a global challenge that will not be overcome if some countries achieve their
nationally determined contributions (NDCs) and others do not. NDCs will be
harder to achieve if governments lack the fiscal space needed to advance their
own mission-oriented industrial strategies, if investment is being diverted to more
lucrative opportunities elsewhere, or if the global market opportunities available to
businesses based in these countries are being limited by trade barriers.

Moreover, achieving missions in one country often relies on global supply chains.
Notably, decarbonising energy and transportation systems requires access to
critical minerals that are based in certain countries, largely in the Global South.

Therefore, it is critical to embed principles of global equity in how mission-oriented
industrial strategies are designed, and to ensure that they are coordinated and
aligned with global missions linked to the SDGs. This requires careful design that
avoids problematic forms of protectionism that could significantly impact the ability
of other countries to achieve inclusive and sustainable economic growth.



the benefits of industrial strategy are shared.

These topics are a focus of forthcoming work from the Group of Experts to the
G20 Task Force for the Global Mobilization Against Climate Change, co-chaired
by Professor Mariana Mazzucato and Dr Vera Songwe.
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While interest in mission-oriented industrial strategy is growing, its success can
be impeded by old assumptions about what industrial strategy should focus on, its
role in catalysing and directing growth, and the government'’s role in implementing
it. Some of these myths and misconceptions are highlighted below. Examples
from countries advancing new approaches to industrial strategy are referenced
for illustrative purposes. In many respects, these countries exemplify ambitious,
promising approaches to industrial strategy; however, implementing a mission-
oriented approach to industrial strategy is not easy and these examples highlight
potential challenges and pitfalls.
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space available to invest in climate and social priorities. This decision reflects a
failure to recognise that debt-to-GDP is a ratio. Focusing on debt reduction (the
numerator) at the expense of investing in the long-run drivers of investment-led
growth (the denominator) will not reduce debt-to-GDP and may even cause it to
escalate.

Importantly, the rules governing international finance are similarly limiting the fiscal
space available to low- and middle-income countries to make vital investments
that are necessary for climate change mitigation and adaptation, social inclusion,
health and economic development. There is enough finance globally to tackle big
challenges — the problem is that finance is not going where it needs to go. The
climate crisis provides a good example. The estimated $4 trillion p.a. needed to
fight climate change and achieve the SDGs represents just 1 per cent of total






is good for people and the planet. In the case of the CHIPS and Science Act
in the US, for example, important conditions have been placed on access to
CHIPS funding, including limiting shareholder buybacks, requiring workforce
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Industrial strategy is on the rise around the world. At the same time, there is a
growing recognition that economies will not be inclusive, sustainable or resilient
in the face of crises unless they are designed this way from the start. Mission-
oriented industrial strategy connects these dots, bringing economic, social and
environmental goals into alignment.

Countries must decide what missions can help direct their economies. The
challenges leading to these missions are similar globally: global warming, weak
health systems, insufficient access to decent housing, and the need to govern
our digital platforms in the public interest. How they play out will depend on local
contexts and the ways that different stakeholders come together. A mission-
oriented approach will ensure that industrial strategy creates opportunities not
only for companies, but also for cross-sectoral innovation, investment and public—
private collaboration that contribute to solving problems that matter to people
and the planet. This is not about moderating growth; on the contrary, because
missions require investment and innovation, they generate solutions (technological
and organisational changes) with dynamic spillovers, like those that allowed us to
reach the moon (camera phones, software, baby formula, etc.). Missions can lead
to a new direction for growth that changes how value is created and distributed
across the economy ex ante, enabling a predistributive approach.

Mission orientation that goes beyond window dressing requires fundamental
changes in how governments work, to ensure that key institutions and tools are
fit for purpose, that partnerships between economic actors are mutualistic, that
new voices are brought into decisions about how the economy functions, and
that the state has the necessary capabilities and confidence. The successful
implementation of mission-oriented industrial strategy requires letting go of old
assumptions about the role of the state in the economy, and instead recognising
and investing in its transformational capacity.

We hope this report will aid governments that are seeking to make this change
happen — striving for a bold vision, while paying attention to the vital details of
implementation.
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The Institute for Innovation and Public Purpose (lIPP) at University College
London (UCL) brings together cutting-edge academic theory with teaching and
policy practice, to rethink the role of the state in tackling some of the biggest
challenges facing society.
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[IPP works with partners to develop a framework which challenges traditional
economic thinking, with the goal of creating, nurturing and evaluating public value
in order to achieve growth that is more innovation-led, inclusive and sustainable.
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