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Overview
• How might the practice of ‘industrial strategy’ and a stakeholder economy be related?

• What can we do, starting from where we are?

About me

• ‘How can we shape economic transformation toward a sustainable footing?’

• Currently:
◦ Honorary Research Associate, UCL Institute for Global Prosperity – London Prosperity Board
◦ Practice Adviser, International Futures Forum (and other affiliations)

• Previously:
◦ Director of Sustainable Business, Forum for the Future
◦ Advisor on Inclusive Economy, Cabinet Office
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Key points
• We’re in a profound mess.

• Industrial strategy is ‘back’ because new approaches are needed.

• There is a spectrum of industrial strategies, reflecting different political preferences.

• Addressing transformation failure probably requires a ‘participative’ approach.

• That makes a ‘stakeholder economy’ both a means and an end.

• Orientating everything in an economy to address the profound mess means we have to 
experiment everywhere.

• There are hints of an emerging practice of transformative, participatory industrial strategy.

• We need many global ‘social learning cycles’. 
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The mess we’re in…

The Anthropocene Equation
Gaffney and Steffen 2017

Last 10,000 years
All of civilisation was here 

http://journals.sagepub.com/doi/full/10.1177/2053019616688022
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Conceptualising the pathways we need

Horizon 1: the current way of doing 
things

Horizon 2: the transition and 
transformation zone
Horizon 3: the possible future system 
that fits better with emerging need.

H2+ actions: develop options towards future system
H2- actions: likely to extend the status quo.

Sharpe et al, Three horizons: a pathways practice for transformation

https://www.ecologyandsociety.org/vol21/iss2/art47/
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Conceptualising the pathways we need

Horizon 1: the current way of doing 
things

Horizon 2: the transition and 
transformation zone
Horizon 3: the possible future system 
that fits better with emerging need.

Global human society that:
• Gives everyone access to what they 

need to flourish in their own way.
• Has socio-economic systems that 

can flex to challenges at the scale 
and urgency that they occur.

• Co-evolves with nature.

Global human society where:
• People have secure livelihoods and 

a stake in their future.
• Political institutions and economic 

configurations that are responsive. 
• Low-carbon, circular modes of 

production and consumption.
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There is a spectrum of ‘industrial strategy’

Laissez-faire

No need for an 
active industrial 

policy

Traditional

Stimulate certain 
sectors

Correct 
market-failure

-Infant industry 
support

-Initiate and 
support clusters

-Support R&D, 
technology, 
education and 
other intangibles

Market-
shaping

-Tilt landscape to 
generate positive 
network effects

-Institutions for 
networking and 
collaboration

Following  Warwick, Beyond Industrial Policy, 2013 (OECD)

https://www.oecd-ilibrary.org/content/paper/5k4869clw0xp-en
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Arguments against active industrial strategy

Governments lack the
in-practice information 

to make good 
investment decisions

Stimulates incumbent
rent seeking and 

capture by vested 
interests

Perpetuates 
inefficiency

Protects industries in 
decline

Following OECD ‘Beyond Industrial Policy’ 2013
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Can address these arguments, if you want to

Formulating Implementing

Embeddedness

•Overcome information 

asymmetry through close 
cooperation on specifics

Carrots and sticks

•Successes from innovation should 

exist, and then be eroded 
overtime by competition

•Have capacity to let losers go

Accountability and 
transparency

•Regular oversight

Supporting innovation 
ecosystems

•National and global

•Connections within, and bridges 
out

Following OECD ‘Beyond Industrial Policy’ 2013

Engage broadly 
with stakeholders

Aim for long-lasting 
agreement to broad direction 
with on-going responsiveness

Be sensitive to context, and 
path-dependency

Explore synergies between 
inner (strengths, expertise, 
reputation, resources) and 

outer (competition, future, 
the issues of the wider 

environment)
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Why is ‘industrial strategy’ back?
1. Fix problems of ‘maximise shareholder value and use markets for everything’

“[UK Industrial Strategy] heralds a new approach to how government and business can work 
together to shape a stronger, fairer economy. 

At its heart it epitomises my belief in a strong and strategic state that intervenes decisively 
wherever it can make a difference.”

Theresa May, Foreword to UK Industrial Strategy 2017

(Above implies a shift in political philosophy, but how widely shared is that within the Conservative Party?)

2. Shape transition to a sustainable future

Those Sustainable Development Goals won’t just deliver themselves, you know.

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/730048/industrial-strategy-white-paper-web-ready-a4-version.pdf
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Three Frames for innovation policy
Frame Key insight

‘Market failure’ Not enough private incentives for the public good of useful knowledge

‘System failure’ National Systems of Innovation under-perform without the right linkages 
between key actors (research universities, business, finance, government, etc)

‘Transformation 
failure’

Existing configuration of economy has lock-in, path dependency and vested 
interests. Anything more than incremental improvement needs active effort 
from government and more.

Following Schott and Steinmueller, Three Frames For Innovation Policy: R&d, Systems Of Innovation And Transformative Change

http://www.johanschot.com/wordpress/wp-content/uploads/2016/09/Latest-April-2018-3-Frames-Paper-fro-Web-Proofed-v8RK-SENT-Schot-Steinmueller_Framings-of-STI-Policy-Secondsubmission2-copy-2.pdf
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Failures nested within Transformation Failure
Direction Social choices over different paths of development.

Coordination Coherent horizontal efforts across interrelated domains in that direction.

Demand articulation Matching what users want with what innovators can provide.

Deep learning Critically assessing how our underlying assumptions and collective 
behaviours are reinforcing the status quo.

Implication: could a ‘stakeholder economy’ approach address the arguments against an active industrial strategy?
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What is a ‘stakeholder economy’?
“Each person has the right to be treated, not as a means to some 
corporate end, but as an end in itself. If the modern corporation 
insists on treating others as means to an end, then at minimum they 
must agree to and hence participate (or choose not to participate) in 
the decisions to be used as such.”

Evan and Freeman (1988) in 

Jeffrey Moriarty, The Connection Between Stakeholder Theory and Stakeholder Democracy 2012 

http://journals.sagepub.com.libproxy.ucl.ac.uk/doi/10.1177/0007650312439296
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Stakeholder Capitalism 1
Defining features Shareholder capitalism Stakeholder capitalism
Who benefits? Shareholders have priority 

(and may engage stakeholders 
out of enlightened self-
interest)

Balance the interests of all 
stakeholders.

Who decides? Board answerable to 
shareholders

Stakeholders should have ability to 
participate in decisions which affect 
them.

Following Jeffrey Moriarty, The Connection Between Stakeholder Theory and Stakeholder Democracy 2012 

http://journals.sagepub.com.libproxy.ucl.ac.uk/doi/10.1177/0007650312439296
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Stakeholder Capitalism 2
Small State Libertarian version
Stakeholder 
Cooperation

Value is created because stakeholders can jointly satisfy their needs and desires by making 
voluntary agreements with each other.

Stakeholder 
Responsibility

Parties to an agreement must accept responsibility for the consequences of their actions. 
When third parties are harmed, they must be compensated or a new arrangement must be 
negotiated with all those parties affected.

Complexity Human beings are complex psychological creatures capable of acting from many different 
values and points of view.

Continuous 
Creation

Business as an institution is a source of the creation of value. Cooperating with stakeholders 
and motivate by values, businesspeople continuously create new sources of value.

Emergent 
Competition

Competition emerges from a relatively free society so that stakeholders have options. 
Competition emerges out of the cooperation among stakeholders, rather than based on a 
primal urge to ‘get the other guy’.

Freeman and Phillips, 2002, Stakeholder theory: A Libertarian Defense

https://doi.org/10.2307/3858020


16@davidbent

Industrial strategy: 
Technocratic vs Participatory intent

Technocratic
“Industrial Policy is any type of intervention or 
government policy that attempts to improve the 
business environment or to alter the structure of 
economic activity toward sectors, technologies or 
tasks that are expected to offer better prospects for 
economic growth or societal welfare than would 
occur in the absence of such intervention.” 

Warwick, Beyond Industrial Policy, 2013
OECD

Participatory
“Industrial policy is about facilitating stakeholder 
dialogues on the direction of structural change, 
moderating different viewpoints, finding 
compromises and creating consensus on broadly 
defined development pathways.”

“Industrial policy should thus be conceived as a 
collaborative process of discovery in which public 
and private actors closely interact and continuously 
negotiate and adapt their contributions to the 
development of the respective industry.”

Altenburg, T., & Assmann, C. (Eds.),  Green Industrial 
Policy. Concept, Policies, Country Experiences. 2017
(emphasis added)
UNEP, DIE

https://www.oecd-ilibrary.org/content/paper/5k4869clw0xp-en
http://wedocs.unep.org/handle/20.500.11822/22277
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…and what does that mean in practice?
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Orientating everything to address the mess we’re in 
means trying everything…

Source: Mazzucato, M. (2017) ‘Mission-oriented Innovation Policy: Challenges and Opportunities’, UCL IIPP Working Paper, (2017-1).P 01-2017

…and not just ‘pure economic’ top half.

Dimensions a participatory industrial 
strategy practice include:
• Who acts?
• With / on whom?
• With what intent?
• Using what decision-making methods 

and governance?
• Focused on what domains and/or 

locations?
• Using what ‘instruments’?

https://www.ucl.ac.uk/bartlett/public-purpose/sites/public-purpose/files/moip-challenges-and-opportunities-working-paper-2017-1.pdf
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Different engagements in 
different stages at different levels?

Phase

Level

Destablisation Stablisation

Pre-development 
exploration

Take-off Accelerating and 
embedding

National

Technology

Sector

Region

Following Kivimaa et al, Towards a typology of intermediaries in system transition

https://www.sussex.ac.uk/webteam/gateway/file.php?name=2017-17-swps-kivimaa-et-al.pdf&site=25
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Missions: involve in setting and implementing
Mission-orientated policies: ‘systemic approaches 
that draw on frontier knowledge to attain specific 
goals’.

1. Bold, inspirational with wide societal 
relevance.

2. Clear direction: targeted, measureable, time-
bound.

3. Ambitious but realistic research and 
innovation actions.

4. Cross-disciplines, sectors and actors.

5. Multiple, bottom-up solutions

Mazzucato, Mission-Oriented Research & Innovation in the EU

https://ec.europa.eu/info/files/mission-oriented-research-and-innovation-european-union-m-mazzucato_en
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Towards a 
transformation-orientated governance model

Lundin and Serger, 2018, Agenda 2030 and A Transformative Innovation Policy

http://tipconsortium.net/wp-content/uploads/2018/04/WP-2018-01-Agenda-2030-and-Transformative-Innovation-Policy-April-18-2018-1.pdf
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Seeing more people join in creates positive 
feedback loop from actions, not just words.

Greater shared 
expectation of efforts to 

deliver SDGs

Greater private and 
public attempts to 
deliver the SDGs

Greater network effect to 
those aligned efforts 

across economies and 
supply chains.

More organisations and 
institutions realising
there are benefits.

Greater long-term 
political commitment to 
an enabling environment 

for the SDGs
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London Prosperity Board
UCL Institute for Global Prosperity

Industrial Strategies for Secure Livelihoods in 
East London

Community of Practice: drawn from LPB 

members:

• London Boroughs of: Barking and 

Dagenham, Hackney, Newham, Tower 

Hamlets  

• Think Tanks: Legatum Institute, New 

Economics Foundation, Social Progress 

Imperative, The Young Foundation

• Public Bodies: London Legacy Development 

Corporation, Office for National Statistics 

(ONS); Public Health England, Greater 

London Authority

• NGOs, Civil Society and Foundations: Aston 

Masnfield. JP Morgan Chase Foundation. 

Hackney CVS, Elba, Citizens UK, Business in 

the Community, Bromley by Bow Centre, 

Community Links.

More: https://londonprosperityboard.org/

https://londonprosperityboard.org/
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Many examples under the surface?

Bright Futures - Corby

“We will work with local people in each town 
to identify, explore and translate these 
uncovered qualities into social and 
institutional innovations aimed at supporting 
positive practices in industrial towns and 
creating alternative development strategies 
that are sustainable and locally rooted.”

Source

Big Local

“Big Local is an exciting opportunity for 
residents in 150 areas around England to use 
at least £1m each to make a massive and 
lasting positive difference to their 
communities. Big Local brings together all the 
local talent, ambitions, skills and energy from 
individuals, groups and organisations who 
want to make their area an even better place 
to live.”

Source

https://youngfoundation.org/projects/bright-futures/
http://localtrust.org.uk/our-work/big-local/about-big-local
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We need many global ‘social learning cycles’
•Likely there are many real live efforts that are 
not well known (bottom right corner)

•Imagine going round the ‘social learning cycle’ 
several times.

•Desired outcome:
• More efforts in more places.
• Each higher quality because informed by others’ 

successes or failures.
• More aligned on long-term intent.
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‘Advice from 2023’
Need many efforts that demonstrate through real, lived experience:

• We, together, can keep what is important to you about your way of life against external forces 
that would alter without your consent.*

• People and places can thrive during periods of creative-destruction.

• We can ensure that people who live here are part of a ‘larger us’.**

• The future is here, it’s great; we’re ready to distribute it more evenly.***

*Arne Naess’s Nonmilitary Defense, Ecology of Wisdom. 

**From From Alex Evan’s The Myth Gap

***Repurposing William Gibson’s oft-quoted observation: “The future is here, it’s just not distributed evenly yet”.

https://books.google.co.uk/books?id=aNn2CwAAQBAJ&q=nonmilitary+defence
https://davidbent.wordpress.com/2017/01/10/book-review-alex-evans-the-myth-gap-is-brilliant-prompting-big-questions-on-how-to-transition-to-sustainability/
https://en.wikiquote.org/wiki/William_Gibson
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Key points
• We’re in a profound mess.

• Industrial strategy is ‘back’ because new approaches are needed.

• There is a spectrum of industrial strategies, reflecting different political preferences.

• Addressing transformation failure probably requires a ‘participative’ approach.

• That makes a ‘stakeholder economy’ both a means and an end.

• Orientating everything in an economy to address the profound mess means we have to 
experiment everywhere.

• There are hints of an emerging practice of transformative, participatory industrial strategy.

• We need many global ‘social learning cycles’. 
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Thank you!
• How might the practice of ‘industrial strategy’ and a stakeholder economy be related?

• What can we do, starting from where we are?

David Bent

e: david.bent.hazelwood@gmail.com

t: @davidbent

mailto:david.bent.hazelwood@gmail.com
https://twitter.com/davidbent

