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INSTUTTONG, POLITICS AMD TKDUSTRIAL POLICY IN FRANCE®

"The issue is oot whether France's economy will be directed or
ret.  Tre only choige is between an indecisive 2irectlon
implementad by o nesber of pilots eacn of whom follows his
track, and directlen wnder the authority of & simele and good
pilot.™

Michel Debrd, 1923

“lhe political chenge of 1951 has bed at least o positive
effect: a large majority of Frentioen now agrees to criticize
the excesses of state power and bo demand more  individusl
responsibility.m

Haymond Parre, 1983

Tre perception that France is a strong state, one which can  exert
industrizl leadershlp, is widespread. It 1s also accurate. Since 1945
Franee can legitvimately be called a strong state, one that has  decided
to be Mpermancotly  Iavolved"  in the conduct of egonomic affairs, and
that bas croated the adequate tools to make this  involvempent possible.
This goes much beyond the traeditional mix of quots=, subsidies, =nd car-
tels; the govermment fes becoms 3 marketplace player.  That  svstem
tinges on g very speclfic set of institutionail arcongements, The exscu-

tive bpanch hes been Ireed from  defailed mizrointerventien by

L
This essay drows heavily on Stephen Coben, Modern Tspitalist
Flanning, and Jorm fysmoarn, Sovermments. Markets, and Growth,
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partiameont. The elite administration is a self-contained svstem, almost
d socgizl caste, with considerasle discretion in implementing its our-
poses of those set by the sarty in powser. Administreative dlseretion is
combined with a 82t of instruments thet permit it to alloacate funds
within the economy. Those interventionist instruments are roptsd in 2

credit-based adminiztered price fimanclal system.

Many belicve this to result from "etatlsme," some umfathomable yet
5till parmznent feature of French society and cheracter.] The wider-
standing, thouzh common, is misplaced. The French state has, oo doubt,
played a continuing role from Louis AIV to Francois Mitterrand, Dut when
it came to industrizl action this role has only occasionally beon a com-
mancing one.  Intorventicnism in recent years hes srown alone as  powsc—
ful and practical Jjustifications hewe made it compelline. Were the
oressurcs Lo intervens to lose some of their power and the institutiznsl
frapewsrk some of its effectiverwss, the statist consensus would no

longer be asmmed.

These interventionist slemente preasult from the perceived need to
face a situation of beckwardress and to muster the instruments of an
economic take-off. Vrance's fdsslogy and  instifutions have not  beon

built an the logic of anglo-saxon lzissez-faire.

Ine mixed economic parformarce of the French  strenethened  state
under socialist tenurs, haz led to zome wravelling of the Pdiriglste”
consensus.  Tre particular significence of the rocont socialist nation-

giizations tad [itile bo do with the desire %0 increass state contral as

1- -



a means to face a erisis situstion, a crisis to which the left beliawved
economic libaralism affcred no acceotable answers. The naticnalizations
took place in the context of an existing and scphisticated apparatus o
condust Industeisl policy thet gave the state great power. By acquirine
ownelsnip of compatiies and banks It could gleeady contrel, the stats
rippad asunder the shadowy world in which It ted operated beforenand.
It thereby transtorsmed ids intervention into a2 oublic  isSsus. The
likely outcome of sooialist natiocnalizations may €oen well have been
the destrustion of & meneral—though Tecent #1d  wMspoken-—oM1SenSIs
arcund the notion of & state managed economy. What is most interesting
at tie moment then, are not the institutions of intervention, but the

politics swirling arourdd the institutions.

(I}

Before 13871 every significant thrust towsrd an  incressed role of
the state in the economy was clofely associated with the percontion of a
fajlure of eszonomic liberalism, OFften there were quite serious orgh-
lems, dramatized by a major economlc disruprion or a political callapse.
Indeed, France's strone state was set up in the 20th century to  change
the ration's oproduction profile. Capitalist development had Deen slow
and ureven,  An interventionist idsclogy zeew not from some  intellectu-
ally compelling theory but because the practical altermatives were 1im-
ited. Ihe state mardly over stepped in fo redlstribute ihe wealth pro-
dugad by private companies; it intervenced after World war II to recreate
a wealth that rad disappoared, to bulld indgstries which were in shem-

blas, ©o reztses a netion which e been defeated.



-4 -

The mythology of a French oconomy  contimuously  dominated by the
atate notwithetaznding, the epteveglements of industry and state at the
turn of the century wers lizited, The demards of a protracted World War
I illominated the inadesuacies of Frepeh industry. The end of the war
A, mors .impcrtant, its spceepssful outzoms, led o a "return to mor-
maloy":  the prewar status guo was vindleated and then consolidated by
the eventual victory of france's might. At the time, sconomic  liberal-
iam was called  the "orthodoxy of the Reoublic," a pepublic rooted in
the comtrysiie, the small town, amnd smll business. French buresucrats
were trained in a private school, and tne French state had few tools amd
little desire to intervenc systematically amd contimuously in the ecom-

T .

The Great Deprossion of 1930, the Great Homilistion of 13480, and
the Great Cestructions of wWorld War II, dromatically cimllensed this
Morthodoxy." Deginning in 1933, French Intellectual ellites took rfotice
of 2 growing bacikwzrdneszz of Frapce's economy vis-A-vie other pations,
egpecially Jermany. Entangled in tiwe aibling ideclogles of zmallness
and stablility, France sas becoming 2 caricature of Malthusianizm: a dec-
lining and aging popalstion, tiny agricultural oplots and industri=l
wiits, protection egainst the winds of change. Btuck in its praference
for craft over industry, snuzgled behind a "Maginot Line" agninst German
invagions, the clectric power of wilch came {rom Jermany, France was
asking for the bumilistion thet woe soon to follew. It is  symbolis  of

the strengtn of this liberal, vet still pre-modern, consensus that the

Z Ricrard Huisel, Uapditalism and State In France, Cambrldern
University Press, 1 , Ch.
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Great [epresslon was not encugh to shetter it.  Even the leftist "Popy-
lar Front" which took power in 9930 did not dare to naticnalize any sun-
stantial portiom of French industry. bt only aoolied some stimolus
whtich today would be called Keyiesian to z2n economy 111-fitted to

respond.

whon the World War I oroke out, it did so oo what Do Geulle called
a "nmopelessly ilaggacd sconomy.” Within five weaks, the French supsrpower
Was wequivecally troumced and its armies had capitulated ino disprase.
At this jueture, two wvastly different options could be contemplated.
Neither advocated a continuation of past economic policles so thoroughly
discredited by the extrews weakmess they had brought upon the cowtry,
Tre first poth was a truly reactionary one, blaming the defeat not on
tne  lack of podernization but, rather, on its vory existence. Modorni-
zation had supnosedly destroyed French fiber gnd its stordy set of trad-
ftiocnal walues. Franee, it was argeed, ted to be punished for its
industrial arrosance and brought back where 1t beloneed: the =small plot
of land with its family farm, itz plow and its cow., The state should be
strengthened to see fo 1t that oo disruptive force could apair challengs
this enjoyabla paralysls. Philiope Petain, = senile leader of B4, prouwd
of his byeone military pglory, became, symbolically evcupn, the bhead of
that state,. His nuze popularity at the time said a areat deal about the

deen loneings of the Frenck: =sscurity, sedateness, and sleep.

This whole stratesy collapzed when servitude to Sermany becams oart
of the oackage. Besiatznce fighters Fad no trouble pointing oot that

Fetain's ghdices led him to accept the subservience of France to a

stroneer Hazi Sormany.
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For the Resistance, smbodia? by de Gaulls, France bad to catch  uap
instead of Diissfully slipping further Dackwards on the road to meier-
nity. It hat to make tre right cholee betwesn industriallzatien  and
sblivion. ‘The mumiliation of 1947 had doomed the pre-war mix of French
styiz libe-alism {wnich bore 1ittls rescmblance to the British version,
except  in name; and  stability; the diaprace of Vicky's collaboration
with Hitlor sxcluded any reactionary path and  discredited conservative
parties and instifutions (church, business commanity} whoss attitude
during the war hac been objectionsble et best. ITn the face of the ool-
lapse of past ideologlez and clites, the opportunity was Freat for =
detarmined yomg elits to “recast the French economic amd  politleel
lardscape . Given the strenweth of the left af this time, piven the scops
of tre reconstraction task, given the bltferness of past experisnces
emphasizine  stabllity or gradualiam, it is hordly surprisine that 1944
saw an mprecedented attempt to sentrelize I pot socialize economic

power gnd t0 awaken Frengh society.

Without the defeat of 1940, such & ahift would have been Inconcaiv-
able. The intervonticnist temptation was at last acted unon becaose of
the eliminaticn of those who would bave resistec 1k, A oolicy of
development and mrowtn would be initisted with the bellef that only the
state coulag s2curs and sustein itz momentum. I the eyon of the meder-
nizers, the muagnituds of the erconsbrouction task at hand and the absence
of any other alternative cotreprensurs meant there were 7o cholces.
There iz zome need to emphasize this point beczuse it says mach about
the difierence betwsacn the wave of mationslizations of 1245 and thet of

1935, Wren Frangois Mitterrand decdded, 1n klz words, o "oomolste HRe

unfinished process opened by Cherles de Gaplis" the challenae o be
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faced appeared less drematic, the resistance to naticmalization wasz
preater, and alternatives existed, In 1945 the consensus around  an
ideclogy of State activism was broad and lasting; in 1982 it was noar-

rower arng quickly eveporeted.

(11}

The tairwy years that followed world kar I witnesssd an unpro-
cedented economic prosperity  (Mles Trente Slorieuses®) as well! as the
ebh and flow of state intervention, Bul the =bb was bhich and the flow
iow. French sconomic policy since the war imz been marked by 3 statist
mode of policy making. It may be less visible when a booming economy no
lemger reguires close direction, it may be more apparent when a cyclical
downturn pushes some companics to pankruptsy  thereby  incrensing  stats
leveraps to rearé,anize ailing industries; it is always there. Elsewnere
We mave recsanstructed the political process which buflt this system, the
story in widch the state geins the opportunity to pursue its ideolosy
and the instruments to implement its ambitions. Lat us examine the pre-
vailing situatlon as it existed in 1981 before French socjalistz desided
to substantially increass the vast powers of the state.  The economiz
institutions of 1345 were not identical to thoss of 1380; 3 thirty year
ovalution of tinkering =nd construction kad  taken rplace. Buft we do
indsed belisve that the continulty is real, notwithstandine major poiit-
izal transformations. In contrast, as we shill see laber, the national-
izations of 19532 represent suck a stremgtiening of direect stete control
that they reduce the sophistication of the I1nterventionist system end
relesse  the oopositions to a dirigiste industrial polizy which had suc-

enssiully beenl containod beforehand.



- 5 -

Up to the oil crisis of 1573, Franoo's oconomy  undecwent  msijor
transformations  amd  Altnessed a spectocular expansion. Broadly soeak-
inz, these clatipes can b ascribed to an Iostituflionsl and  ideslosgical
revoiukion.  Ideclogicaliy, the elite conspnsuz  aroond 2 “stalemate
socisty" ke been brokem after 1945 and replaced anong thosze responsible
in tke government with 2 born-sgaisn fervor for econcmic modernlzation.
Institutionally, the state stonped beine the reforee of a slugzish game,
tecoming instead the coach, player, and ball. Heedleszs to say, these
two evolution:s are closaly interrelated. Without 2 new  ldesloey, the
institutions of "irjgisme" would ot heve appeared; without thece
institutions, the ideclopy would not have provailed., And the 1liat of
problems which had to be addressed during those vears being quite =zpec-
tacular, without a strong state, a suecessful  resolution of the
stalemate—-the defeat of theee who supported 2 traditlomal ecomomy i
trafiitional aoproachkes to menazing ift—would  Fmyve been remote,
tntrenched  special interests, an outdated retwork of distributfon, car-
tels and lack of competition, a backward agricultues, timid busiressmen,
subgidized inefficiency; everywhers, 2verybody wae in search of 3 orafit
without risk in the womb of a grotected ervironment. Many of these peo-
nie wnderstood 2 strengtheniag of the state to mesn more effective pro-
tection, whett In fact the stronepr state forced them te chanee or b
dizappear. There  was nothing wafortimats about this misiderstandineg
for those who pngineered it; by the time the truth beraoms clear It w=s

ton late for its victime,

The inztitutional and =ultyrsl  transformations  that took place
after 1945 were held together by the Jmction of %hrse major

svolutions-—-the attribution te the state of wvastly incressed ezomomic
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respomeibilities, the anbezrance of new politizal and economiz institu-
tions, and the smergance of a younenr fenecation of leaders. A statist
lieology pervaded the Duresucracy and gave It the degire to transform
Franch zacigty, 2 new set of institutions enabled the =xecutive 1o
snelter ite burcgucracy  from conservative interest group Dressdres, s
sophisticatsd set of instruments for state comtrol of the economy
nffored the bureaucracy the tosls it needed to act:  ideglory motivated
thz action, politics weakened the oppositien, institutions cermitted the

implementation.

It is difficult to overestimste the major ideclogical transforma-
tlon France underwent after WII, from the previous "republican artho-
doxy" of small villages and a ssasonal pace of life, to the inception of
a thematic of modernity and chonee. The intecventionist sttitude played
a dominant role énly pecause it alone seemed able to rid France of the
gtackles of  ber beckwardness, The merrigge of modernization and stete
intervention seemed sbvious at the time; it was not, however, cast in
concrete  forever.  Today's loss of confidence of *rench society in an
BCOnomlc progress krought upem oy the state and the resurFence of  an
idenliogy of private eftrepreneyrshin amply demonstrate that fact. Buot
in 1945, there was no entreoreneurilal soirit to spesk of and a2 lot of
anterprise o show. Blese=d with its crushing burilistion, Frenoce hadl
Lne opportunity to change everytbiing that had made her  wegk. fmd,  in
addition to the desire and the opportunity, It had the elites which
modernization required, After o fow years, it was  thought, modernity
would +trickle down into the 1life of the averaze Frenchman who remzined
more stunned than excited by the change, Az Jemn Yoanet, & maranomb

leader of %rencn 9lanning, onoe Said, "Behind 2 tractor, a farmer will
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riever thing again as he used ko wien he was behind a horse "3 French

farmers pot a lot of tractors for thought,

5till, In the process of fundsmentally transforminz Prance, farm-
ers, 35 most Fronchmen, were pusned more ofton thon they jumped. Tao
pusners were Rart of this mew gpeneration which suddenty came  to occupy
an overwrelming position of power in French society after the old slites
hesd gome  imderground, diseradited By their mguestioneble failures
before the war and by their gquesticnable behavier during the war,
Begides wouth, what these new elites w2re bringing with thel wiz a Saint
Simonian fascination with industrizalization ard scientific progressz, an
neoncealed bogtility tnwa-:'ds political partiesz tisd to specific clien-
teles  angd, Dore gereraily, a devetion to the idea of "public interest.”
According to them, this "public interest™ could Dest be sorved by o
dirigiste system adroitly mixing retionality and elitism—-that is, the
cult of elites which, like them, lmew what this "public  interest"  sms,
These men and their ideclogical successors, trelined in the schools from
wiich they were rzcraited for state service and  later in whickh they
taught, have been in power ever since 1945, To make surc that the 1dess
these elites beld so deerly were mobt going to fade awav, a heavily idec—
logical school was set wm and given 3 lock on the recruitment of whoover
Was expected to et in French sselety.  Althoueh the NHatlonal Schood
of fAdniniztration (E.WN.a.} predmmtes fesor theh two fumdred students =
year, its alumrt include trme current prime minister, both leaders of the
opposition, and nine of the twonty managers named by the left to head

nationalized companies. Until 194%, a private institution, "1'toole

3 J. Monnet, Memoires, pp. 305-305.
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Libre des Sclences PFolitigues" was responsible for  grooming  French
elites in the idez that state intervention always meant the defense of
narrow sociatal interest zt the expens> of the averzee taxpayer.  After
1944 the E.N.A. taught the supremacy of technocracy and shate-led growth
over economic liberalizm and the ineptress of & generally Malthusiar
buzineszz commmity. The shift did ot lead to any democraticization ol
the elites, but the idenlogy with which they pervaded stete and  socisty

could hardly have been more different.

Tre madernizing elite, trained in common schools, foumd its base In
the state adwinistration, the civil servlea, The slite positions were

Iilled from within the privileged corps, the Crands Corps d'Etat. Entry

ints thege Corps—croszes between wnions ad pentlemen's clubg--cams

uparl graduation from E.N.A. and a sseon? school, Polytechnigue. Those

new bureavcratic elites, however, would not have foumg their natlionalist
fervar vwery useful were it not for g constitutional “wattle thet  removed
from Ethe arema of effective policy mexing their mejor competitor:
French legislatorz. DGecause of the marliamentary nature of the French
s¥stem, before 1943 state Intervention essentially mesnt the allezation
of subsidies to electoral lobbi=a. Likewise wministries represented
specifis constituencies {(officers by the Ministrv of Defense, farmers by
the Ministry of Agriculturs, ecc.) more than thoy were agents of a coowr-
dinated state intecvention, The turn towarz a presidential svstem only
took place in 133d; it hms besn accentuated ever since. The decline of
paclismentary power over economic Doticiss, however, long preceded that
turn. Pecause, if parliamentsrians had the nominal oower to supervisze
the growine entengleoment of the stats 1n the econcmy, fhey wore not oven

2lome to having the expertize and the staff to actually contral what was
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tacinz place. A5 new egonomic institutions sushroored and galned powsr,

this bendicap Decame formidabls,

In 1958, 2 ew Constitution imsoirsd by Charles de Gaulle  aceon-
taated the power of the cxecutive by Strisping away from the oarliament
its nominal power and relzaating gepuoties and senators into wositions of
virtual impotence. For our purposz, thers is little need to deteil and
describe tne devices which achiewed such a result: it is emoueh to  =ay
that the Iegisiature completely lacks the institutioral power and the
tectriical expertise to exert any influence oo the day-to-day operations
of French economic palicy. When, in 1972, the French government de
fazto natiomelized the steel {adustry, the perliamert was not sven  con-
sulted; five years later whon the sxecutive completaly rearganizsd the
slectronics industry, deputics kept on debating what =eems o b2 in
France an eternal subject of vain comtroversy: Ehe rights and ohlies-
tionz of religiocus schoola. Examples of that kind could be endlessly
recounted, This insulation from perliamentacy pressure and influsncs
has at least two advantaees for the French buregucracy. First, oot hov-
ing to take into aczount the micropolitizs of interest group demands to
which parliaments are wpeually responsive, burgaucrats csn  discriminste
aZainst 2 Dolifically powerful serpent of the porolation.  Second,
because decizions are made in executlve offices and not after  rol!?
catis, the state can intervene without azlways provoking a mation=l ool-
itical debate. Economic polictes thera2fore are romowved from the public

realm and keed 3 low visibility.

Having a purpose, having a team, and being free from outside

interference, 13 0t sqouph, howvewer, to permit of fective intervanticon.
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A specific set of tools of intervention were put in place. Like oa4her
sountrisgs, france used the instruments of taxes, public spending, and
price somtroiz.  In each casz, it mist be noted, the uwze of thesge
ingtruments Ior gurposes of economic policy was somowhat new despite the
assertions of those wna claimed an anthropolegy of constant intsrvention
in France. 1= took World War I for the country to introduce an Income
tax: it tock the Zepressior and World War 1D mefore it used  publis
gpending for oivher purposes than the mero payment of the debt and of the
essential missions of defernse, justice, and  educatiom. At aay  rate,
these Instruments are fairly common in all countries and de not require
s detailed explanation, with the possible exception of price controls
which can mobilize the equivalent of a real army comteelling 200,000
stores and verifying five million orice tass in less than a week, 4 Sp113
the role of all these traditional devices khas remained fairly sonstant

1n French economic policy.

What does meed to be explained because of its specificity anmd  its
importance in the conduct of Fresck dndustrizl pelisy is the imstitution
of indicative olanning and the eeganization of the finencial systen.
Botn  have played decisive—-and twin--roles. Thourh the glory of plan-
ning ezsentiaily balongs to the pazt, the role of fimance =still  looms

enrmously large.

Plavning can be the epizome of the bureaucratic dream. At fiest,
btowevor,  (late 1940s, early 1%50s), it we2s to sxpross the agenda of the

nation  theough a prossss of  collective rcesearch and propeosition

4 Wlo Blocage des prix et des Salaries," In La Lettre de Motig-
Aep, Juin 1533 .
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organize® demacratically. But, wher the first Plan was scet up, it hed
less . to do with sociasl erxperimentatics than it did with distributine
limited resourcss {mostly American aid) ko o devestated economy. In
theory, platning was  indicative. In conformity with the ratiomalist
crientation of the Frensh buresucracy, plamners belisved that £ they
could only Justify  their priceities, everybody wouls follow them.,  As
Mormmet said, "our plan will not impose anvthing om oarybody .t In fact,
the indlzations carried a considerable welight thonks to the fmds to
whizh they were attached in a cowmtey starving for credit. The allismce
between the Plamniae, Commission and the Treasury probably 314 pore for
i jmplementation of the Plan than any pedeeogy of maxdermity. But gra-
dually elanning lost  Its power. Flest, 2 substantial ecomomic erowth
reduced tne Commission's oppartunities to restrocturs ailine Industriss,
Second, fFrance's growing entangletent in the world economy and the
sophiztication of a booming rarkst made lone term predictions more  Jif-
ficult bessuze of the number af variables plarmers could no lomgsr 2oo-
trol., "Manaring the uneredictable? i= more difficult a task than argan-
izing a closed systen. The VIth Plan could not forecast the quadrupline
of pil prices which completely reshuffled French scomomic data  any
bette-  fhon the VIIEh and the IXth Plans could anticipate the fmct that
the value of the dollac—the currency With whick Franse brs to pey A0
prroent of its  ioporis--was to  inccoase Ty oan svernen of 20 oepcemt

ayary yoar betwsan 1350 and 1924,

In 175 the preamble to the Wik Plan addressed the 1ssue  sguarely:
"15 flarning wseful in an sconomy where, after a pariod of war ond
reconsteustion, the mechinisrs of market and competition heve foomd o

new yvigor? Is a Plan still p::ssi;::]e‘?“5 Upom itz arriyal ta oower,  the

# Richard #uls2l: Capitalism and State In Franc:, oo. cit.
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[eft tried to revive the old macie and did In fact elaborate a new,
decentralized Plan., FPlanring rhetoric flowed endlessly to the general
indiffersnce of the peblic. But two facts spoke  louder thon words,
trangois Mitterrand maved his arch-rivel Mick=1 Rocar? Mindister of Plan-
ning ard, in July 1934, offercd the job to the Commmizt Party, which

was 5o lityle flattered that 1t turned it down.

Whereas the Plan was publizally discussed and somotimes (less  and
less)  expeuted, the decisisns of a3 state-controlled finarcial system
remained clouded in the shadows of executive secrecy @nd carried 3 1ot
of weight. 43 a matter of fact, one can argue that state-led industrisl
Intarvontion as essentizlly depended o1 the selectiwe allocation of
credit made passible by 3 credit bassd, prize administered systam. Thiz
influence of the state was certainly fazilitated by its ownership, fol-
lowing, the natiomallzations of 15453, of the three maior banks. Stats
control, bowsver, extended beyond the banke 1t owned to the credit  sys-
tem in its entirety and, through credit, &5 the economy as 2 whole. The
intarventionist capacities of the French state rested az muck on finan-

cial as on administrative arvrangements.

Becmuse of toe wvaricus degrees of s2lf-financine of  lovestments
from indostry to  industry, the extent to which determining the credit
policies of fimncial institutiorns mattered was Dound o vary. =till,
tne  existence of 3 very marcow socurities merket comoelled svery major
industry facing sconomic diffi-uitise or wmdergoing o peogram of jmprov-
inz its capital equipment to turn to banks for the fimds they neaded.
Throusk banks, they were once again meeting the state and its priorl-

ties. Located in the Ministry of Financa, the Tressury {Tresor), made
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ol a3 salece groun of elite burcoucrats trained by the T.HNLAL, nat only
controlled the momey supply but, In addition to thet, the allocation of
credit, copital marketz and invesztoerts in semeral. By using the  bDamis
it owned or oontrelled =2s an  intersediary step bebwestt 1te=elf and
private companies, the "Tresor" could Influense  industrial  policies
without appearing  in commaad. OF course, the state zould act 2irectly
by using the large pool of funds it controlled +to map the industrial
strategy it, along with the Plannine Commission in years following World
war II, hag selected. Increasinely, howsver, this direct intervention-
izm was replaced with a more sophisticated type of influense relyine on

banks znd parapublic institutions.

Whonover necassity arose, the "Tresor™ could assennle the wpool of
funds required to restructure an industry by urging the cooperation of
banks zicner natloemalized or not. As one offizfal said: "the funde are
always there." Echoing his cocksuremess, a banker confirmed "they do not
ask all the time but, when they do, it 1s difficult to refuze." One
Instance wish there was no refussl took place In 1975 durine the rescoe
of the steel Injustry. The "Tresar" urced parapublic  imstitutions to
buy shares of this wvery lame duck apd thereby was able o out tomether a
package of 32 billjom, temporarily xeeping the industry alive. The ead
result of this was that stecl anded un de facto mationslized ot 2 time
whar a rhetoric of econonic liberalism was in full swina. It iz impor-
tant ©o srpnasize that the arm-twisting policy of the "Tregor" was in no

way confined to perapublic institutions; it extended to orivate banks.

After 1945 the Ministry of Finance '1ad become the center of French

sconomic pollcy, endowed with oowers going far beyond its traditions)
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prerogatives of taxation and budest 2llocaticen, By 2 looas control! of
tne maey supply, it wes in a position to use inflation as a too) to
dissalve political comflict: by its uze of the foar of Inflation it was
able to scale down grperams Igplemznted by other ministries; by its com-
mend of credit allocation it bed "eoved from the position of banker of
the budest to that of bRanker of the ecﬂnnmy.“ﬁ fdrid, to  handle all of
thesa responsibilities, 1t hed besn given a ataff whose tecihnmical axper-

tize nobody could matzh,

Overall, these state policies (ownersnip, comtesl, influence)  had
besn guite suemoessiul. -Natiunelized eompenies  such as Renault, Alr
France, and E.C.F, were lareely responzible for the techmnlpogical inno-
vation thet tesk nlace. The state proved to be a pemarkably cutsy
entrepranear, willing and able to undertake larer, high risk invest-
ments.  The cutcomes tnat were achieved would kmve been mnliksly without
its Intervenzion., Mo less Impportant, private businessmen beesn to
emerge from their self-destrustive Malthusian cocoon. They increasinelw
chose expansiom over extinetion, impresszsd with the suoecssses of  public

companices and eaticed by the subsidies the ztate hed to offer,

It is alzo true, nonethelezz, that many of the industrial rprojects
wrdertaien  in insulation from both varticipatory eolicies and market
forces failed. From "Concorde™ to Fas, from "Le Franeo" to "La Vit-
lette," tho list ropressnts a signifizant amount of wasted meney. Stuck
with what Alain Touraine recsently ¢alled a "raflwey vizsion of moderniza-

timtn.™ the French state often believed that "any food engine would carry

b F. Blosh-Laine, Profossion Fenctiommaire, Paris, 1975, p. 103.
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any train, snywhezre, at any speed,"? Bocause they crested  industrial
sectors wnich did not grow on the basis of tnelir competitiveness, Inter-
vertisnizt tools worked beost only when sddregsing activitiss where com-
petition was limited, returns from the investment slow, and merkets con-
trolled by the state {nuclear Dower, energy, sSpace}. wWhen, however, the
state has dealt with sactors domineted by fast-cheansing markets, inkonse
com=tition, and endless lines of products, the results proved to be
medigore  at best {electronmics). Here, bureaucratic controle proved too
heavy, too rigid, too slow, In other words, succeszss had less fo do with
the tools Frerch suthorities declided to use, than it had with the ada-

quacy of these topls to the tazk.

Let us zomrarize the iptsrventionist sobaratus as it stood in 1987,
At the core of the system is =2 State sdmimdstration, substantially Insoe-
iotes from getailed parliamentary influencs and o credif-bassd  admin-
istere2 price finenclal syzter dominated by the administration. The
Flan which ance h2ld a privilessd positlon fn the structure was the home
baze of a group of youns modernizers who altered the rurposes and ideo—
logical premises of French state action. It hes not  survived but  the
system andured and served the varied ourposes of conservative eowern-
menits in the mquartsr century from de Gaulle's return to power in 1993 fo

Mitterrand's victory in 1937,

By samhline that, in 13532, the tasks s+ hand required more and not
1235 of the kind of state intervention that had bwrooekt Frgtice back from

industrial ipsignificance after 1945, the French l=ff made a very daring

7 #lairn Toursine, "L'Svant 1995," Intervention MNo. 3, p. 15
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move .

(III}

Following the election of Frargois Mitherrand s President of
Franss, the left imclerented 3 very large program of nstionalizations.
It constantly referred to the precedent of de Gaulle's ratismalizations
after World War II and pointsd to what 1t pereeived to bo thelr sucomss-
fi:l economic outeome to justify the mowe. Dut, no matter how nogatively
o assessed  the sconomic leeacy of Raymend Barre, 1t was diffiealt to
argue thot it hac muzn in dommenr with the =abble of 1944 and A that it
thus required the =ame medicings. However, the Sustifications givern to
the moationalizations of 13932 werc to b pearly fdeantical to those
stressed to explain the same process thirty vears before, desire to pun-
ish the companies which h=d collzborated with the Wazi=s agside. Impor--
tantly, in 1937 the French =tate, commandine the econemic tools 1t 414
not Dossess immediatoly tollowing World War II, had the optiom of  using
them  instead of cresting new, maybe suparfluous, and therefore wery

exfenszive onea.,

Political wictary of the 1eft aside, the analogy bDetwsen 1944 and
1931 was dubicus indeed. In the first caz=e, orogressive foroes bmd the
opporturtity to dramerize an ecotlomic disaster a2l to fake  advantroe of
the collapse of cconomic liberalism.  In contrest, not only would
"economic dissster" sound grossly hyperbelic in 1931, but alse, 2nd more
importantly, the ideology af economic liberalizm was on the upswing,
oalstared by the trodition of French elites 4o equate modernity with the

imitation of the trends develozing In the United States. Thiz suree of
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popularity far scoromic liberaliam was somewhst conceazled by the else-
+oral trivmnpk »f the left, bot 25 soon as the hemeymoon of the now
socialist president came to an end, this ildecloey regsserted itsslf with
g vengeaiecs. Soclalists were  In ne nosition to afford mony mistakes
lest the intervertionist consensus disiategrate.  Mewly npationalilzed
compenies  were challenged to perform successfully and to b2 manmesd

flawlaszly. Reszults fell far short of these expectations.

In February 1982, nine mejor industrial companies amd all  thirty-
five bankes with ossets above ome billion francs were offiziallv nation-
alized. The stote waz now exercizing direct comtrol over 30 porcent of
the =msles, 22 pereent of the industrial labor forece, and SC percent of
the investmenta. The move marsed the very height of state influsnze  ir

the ecomomy.

Thougl the real explanation af these new nationallzations wes pol-
itiesl, the reasons advanced to justify them were essentially economic.
According te the left, French orivate companies tmd  demonstrated their
inability to prevent the despening of the economic orisiz and the dein-
dustrialization of the country. To react =grinst this trend, the stose
hed the responsibility to stand up for the revival of France through the
revival of industrizl investmeont and =comomic growth. The first past of
the argument was oot 3 difficult oo to marxe given the relative
mediccrity of ftne French econocic performancs at the time. Umemployment
was gt an historic kigh, Irdustrial 30bs were disappearing at an anrmzl
rate of 102,000, and cwverall investment lovels were sustained only
beznuze of the stesdy pace of capital expendifure in publiz companies

(essentially dus to the tmgrnly costly nuclear pragran) . Insarerisiaely,
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vhe left derived from this grim assessment the indictment of & conserva-
tive government and 1ts laissez-faire policies. In response to this
pesaivity, French aocialists opposed a progeam of activism and optimism
based o a strong state leading the way to an Industrial remaissance.,
The 1leftist sovernment wanted to mationalize s that it counld use the
powers of the state, from salesmen to researchers, from financiers to
sustomers, as a means to energlze 2 lageing industrial bass. HNationall-
zaticns were construzd as "an electroshack and mot a teanquilizer.™  In
a eubstantially different conmtext, all thiz was a nesr perfect repeat of

the thematic of 1944, Indust~ial machisme was i full swine.

The mationalization of the banks that were still privately owned
was part of the sam> sroject. Bankers, it was argeed, kept favoring
short term profitability and reszl sstates investments insteas of  lemding
industey the credits it peeded to modernize. Baine state owned would
supposedly Insure the banks' compliance with the expansiomary objectives
of the state, Here, one has to point out that the argument was somewhat
lame. Given the extent to which banks, even privately owned, were  cor-
frodled by the state, it is difficult to see what prevented the politi-
cal cxooutive frem havine them discriminate betw=en varicuz Zemzrnd for
funds in accordance wikh the ohjectives of the Natior., as those objes-
tives were defined by the "Iresor." Morsover, the bipgest bonks  wers
already nationalized and 4id not goem to nave adopted 3 credit policy =0
reirazdly different from that far which orivate  finsncial  institutions

were blamed,

5 jean Le Garrec, Le Nouvel Jtsarvateur, October 12, 1951,




A purely defensive rationsle for etiomnlizetion was maybe  less
attractive than the dmamic, forwsrd looking one that was popularized,
but it was alss more regl. The "de  facts" nationalization of steel,
throe years before the laft came into power, was only one example of o
gerics of consarvative Indu=strisl interventicns. The compsties tpd  t2
b2 subsidized to survive, but the subsidies werc zo large that they
could enly be Justified or organized by naticnalizstion. The conserva-
tive pgoverrnment of Giscsrd gave the recrpanization a different label,
put it was raticnalization, Seen 1n that  light, the move of 1522
raprasented what Mitterrand called “a weapon to defend French oroduc-
ticn."Y Nationalizations simplified the process of ratismslization whick
could prove  necessary  whenover &8 company  hed o he Testructured.
Equally, from the left, could the state continue to ball oot =iling com-
panies and offer them the funds to modernize, while excludine ftasif
from the future profits stemming from thease  inwvestments? Natiomaliza-
tions gt least offered 5 reassnabla answer to that problem. They wers
also thousht to be Indisponsable if the soclalist ambition to move awayv
from an  industrial strategy of "erénsau"  (market niche) to ore of

vfiligre" (vertically intsgratcd sectors) was ever to take olacs,

Still, 1T would have been odd for a l=ftist rovermment oot to  oive
A zocial content ta its most significant policy deciciorn. This was Zome
1n twe ways. FEirst, nationalizations ware to mugrantes social protsc-
tion nagainet economic disturbancss. Accordine to the Ieft, by outtineg
the burdens of adjustment on workars and the poor, the market wes demon-

strating 1its imadeguaciesz and  threatenine socisl cobesion and social

9 B, Mitberrard: rece Confepsnce, Dotobar 1989,
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peace.  Second, naticnalizations were expocted to streogthen the weakest
labor movemsnt in western Eerope, This azsumption was hased o the evi-
dence of 2 zreater rato of unicom mepbershio in sationnlized compandes.
Alss, a@nd more  iopostantly, the Incluzion of nions on the board of
tatiomolized coRmnies—where represantatives of the skate always bold g
majority-—would empower them throurh the ascoess to informstion. In
itself this labor reform was very mild by Europsen stamdsrds, but it was
significant in =2 countey wWhere labor wnions  bed eonsistontly boon
refused any rezponsibility and been granted an wusually bimlted number

of rights.

Here, the social breakthrough was not  without ulterior motlves.
gocause  labor wnlons favored the priaciple of naticnalizatfoms, they
warn expected to do their best to see them susceed  econcmizally. If
that meant moderation 1in wase demands, the left would certainly fing

nothinge wrong with thet.

When all else was sald, howewer, a very pragmatic areument ssttled
the discussion: "In France nationalizations work. Look ab Renzult, laok
at tha banks: out of the ten biggest in the werld, thres are French and
have been natismalized for the last thirty yeacse.™™C Bocause  they

warded, nationzlizatisns could be multinlied.

Howaver, campelling as they were, these economic  justilizations
provide & very poor insisht inte the declision of 19820 In fact, the
explaintion of the decizion iz ezzentizlly politizal.  Throughout  i4s

tumaltuos  history, the French left bed asgertsd ite comitment fo

0 g, ¥itterrand, Press Conference, Dotobor 19331,
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change, and formed the common grownd between its feudine parties  [(oom-
maiist and socialist) by stressing  in s syrholically potent way its
desire for strustural ceforns,.  ¥ationalizatiorns pecpesented  this  wery
symbol of a breai witn the pazt, of that muzh desired "mumture avec le
capitalisn=" [break with caoitzli=m}. Without them, "le changsmeni”
wouid not be meh of a change, and France's "rnew model of dewelgpmeni”
would mek materialize.  In sum, the Socislist party thouskt it had  to
naticnalize to slmply prove that it was the "true" left and not Jjust
snother kind of social democratic foree. The economie  explanation  was

siketehed affer the palitical decision had beon made.

N¥ztlonalizations were political svmbols. Given the extraordinary
interventionist zapacity bujlt wp and eefined by the conssevatives,
there was no technleal rmeed for bhe move. Ift was a substantial  zemble,
The sconormic policy of the loft, =2 mixtuere of deynesianism and national-
izations, was from the very onset premised oo 3 Frensh oxpansion in the
context of a worldwide recovery. Both were expected o lead to Improv-
ing profit marginz througbout the country. Thess would, in turn, permit
industrial investments, the modernization of the economy, and added
social penefits for Fremch workers.,  Without the an*fcipated zrowsh,

everything would b2 mech more difficult, includine the deronstratise

thhs "nationalizacions waplk, !

Accopding to a gover-montal wewslettsr, to be succoseful netionnli-
zations required that twe conditions be met:  "financial profitabdlity
before the end of 1335" and "the type of manasemont sutonomy required by
an  irdustrinl envirooment in whickh gquick decizions Fave to be mzd=." Tt

was difficult to express more eloquently the croblems of the new



- 25 -

interventionist oelicy than by juxtaposing those two comditions. "Auto-
OOMGIS mateecrs’ wete raquired to eliminste financial losses by the end
of thz year, whichk just hapoerned to immediately crecede major elestions
in wkizh naticralizstiong were B0 b2 2 mejor oxmosien issue, The
requirement  wms far from beineg simply rhetarical, There waz one simnls
way Lo make supe that managers would not conskrue thelr "autonoany®™ oo
literally: 1935 was also the year when the terms of these managers had
to b repewed. The deciaism to et a2 desdlipme for orofitabllity was
alzo surprising to the extent thet the left tmd repeatedly condemied ir
the past the oblective of short term profitability as a mistaken oon-
septk. A mistaken concept which, incideatally, mationalizations wers

supposed to remeady.

dut, mistaken or not, it was 2Ifficult net o cmderstaad the imoa-
tience af French sSo2ialists to see 1t Implement=d. Netictelizsd com—
paties were gbsorbing tenszy at an alarmine rate. The state had  oaild
thirty-five billion francs it coftpersations to expropriated shoreholders
merely to gzln the right to absorbk 2 flow of red ink totalling no less
thgn fifty billion over three years. Many of these fipms, 1t shouled be
eapnasizes, wera  functionslly bsokrupt befare the watisnnlizatiome,
Thoy were propped up by diszgulsed intervention before the slection.
Indead, +the real] wlmmers fros natismalizetions were the  stockholders,
whase bpldiaes in several companics thet migkt knve boov considered ban-
kruot would have been worthlzess. Hed the steel industries been nation-
alizeZd after th= elpction rather than before, many orivebe fortunes
worlld have been praserved. IThe conservatives——nobt needing o drove that
thoy did net  intend to eliminste private oroperty--could be fougher

brokers.
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The naticnalizations, moreower, cranged the oolitics of  lnterven-
tion by bringing what was onge private inte the open. The mame bad been
a2 clogely guarded one, one in which stafe parposes were shrouded amt ar
effort wos made to l20late companies to prevent a zollective nolitilznl

rESCIrISe.

dationzlizations, of course, gave a3 direction or stratesy o
intervention. At first, the irdustrial policy was meltidirectional,
azzerting as 1t was that "there is no doomed s=ctor, there arte only out-
dated tectmologies.™] Tnig principle wes soon to b= abandonnd whem the
till of the state could no “lenger afford financial largease toward hope-
lessly lame ducks, The ressurces expected from oconomic  srowth  never
appeared as a Spubtering recovery hzd Lo b2 dowssd by an susterity oro-
gram mede mecessary because of growing trade and  budeet  imtalances,
Given the limited respurces of the state, riven the laree amoumt of
funds whiczh hed to be sunk inte the skorocketing deficits of public zom-
paniss, the original commitment to0  invest in the “industries of the
future” could not be mer., In 1584, offssttine the losses of the steel
industry alen2 drew over a third of the capital rescurces the Fovermmant
could aliooste bo nationalized compeniea. That was more than what  khe
whole "filidre electronique" recsived despite the fact that it hagd been
dubbad "thz numher ome oricrity of tbe industrisl polizy." Th2  assis-
tanze  for develorment fmd largely besn devoted to subsidy, When he wans
asked to assess the wisdom of the 1992 oationalizatisns, Jacgues Delors,
that finanece ministers, gnswersd, "they have brovght into =orpaniss lack-

lng resources a strong and responsible shareholder . "2 In short, It is

11 3.2, Chevenement, Lo Point, June 1332,
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the =tate which now pays the bills.

For their pact, critics of the move lost no time theorlizing once
agein that public scbsidiecs were in fact dampenine incentives to move
out of deeclining sectors into sxpanding ones. What would hawve been left
of Frenck tndustriss hed all the "declining™ omes been phased out was of
course s guestion to which evaryone knew the Aangwer: not muck.  There-

fore, once apain, the state played its role of indestrizl Red Crass.

Tre financizl dAifficulties of newly neticnalized companles were all
the more important insofar as they threatensd to translaho into s struc-
tural shift, reenforciag the interventiomist nature of French Industrial
policy., Beginning with financial lossea, the traditional} cyele l=d to
state subsidies allowine struzplins compenies te susvive ang then, logi-
cailly, ended with ctate controls to surervise this use of oablis furvds.
Jeapite the claims of conservative critics, the oycle was not  premedi-
tated and the woys to break it RHord to implenent. Cutting subsidies
would heve meant accepting the collapse of criticsl imdustries anid the
loss of a very large manber of jobs, a situation likely to toar apart
the French social fabeis. Subsidiring without coentrol ieplierd enabline
private and oublic managers to 2ot on an wrestrainsd access to the

vary limjited funds of the miblic treasury.

Howaver, high flyins rhetoric of the comservetive opposition aside,
tye lefy could not be exonerated from soms resoonsibility for the begin-
ning of the cyzle: the fact that companis=ss were lozine money. Te the

extent  that the companies (especially those in the public sectar) were

'S J. Delors, Le Nourvel Jbservateur, May 1334,
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agked, even ¥ the conssrvatives, to perform s mumber of fumctisna, the
gcongmic ratiomality of which was debatable, then finsnclal losses were
not totally self inflicted. If i% could be Jemonstrated that the d1£9]-
culties companies were facing wers, in fact, caused by the large number
of costly oblipatioms—eenerally with & s»eisl  porposo—-they  were
expected  to meet, then the terms of the debeto would sismificantliy be
alterad. As one (firgd) manazer arpoed, "the state demands too muck
from companies to enable them to liwe alome; it gives them enourh to let

them survive. Therein lies the logle of an administersd economy.™17

In tneory, theres wers mo “state demands." Mavbe to erase the power-
ful image of managers of nationalized companies named after a cablnet
mezting, socialist officizls stated and reaffirme? thelr commitment o
manarerial autonomy.  From the minister of economic planning's statement
that "stat= owned doss not peon state -::-:m1:t"n:::n11.:_t:l,""*E to the dindustrizal
advizor =t Matignon's contention that "the main stratesy is to have ne
stratesy, to let the managers decide what they want,"72  peassurances
abowrded. They were capped by the mich publicired orogifential warnins
te a2 minister of Industry he would eventually fire becauss of excossive
interventiomism: "the demand of a coberent industrial policy 1z ircom-
natinle with a meddlezome bureaucracy." Bub aven affisial =totemsnts
included a2 hefzing line to this proclalmed "full sutonomy.™ It had teo be
“eompatible with the objectives of French industrial pelicy,™ 2 whnicr,

among other things, included ewmnloymetit and the "reconguest of domestic

L Cholzndon, "Denatiomaliser pourquoi?" Le Monde, July 12,
1934

14 ¥, Bonard, Buziness Week, Jaumry 12, 1997,
% £, Mandil, Business Week, Jamuary 10, 19373,
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markets." The nationzlization Bill of 1992 was =ven more  streichbfor-
waord:  M"the wissjon of oublic  companies is the achievement of the
ecoomic and sacizl sbjectives of the govornment.” IT it were otherwise,
one  nust  ackmowledge, the meanine of rationalizations would bo oom-
pletely lest, The state could not be sxoected to buv—-at An =xpensive
price—-=xcluzive or majority contral of major compenies Sust to let them
oparate freely. Therefore, the promise of full autonomy——which swven
private companies he? rarely enjoyed in the French syatem—sounded hol-

lone from the vary beginning.

Just because control waz logical does not mearn that it was neces-
sarily healthy. It wes definitely not bealthy when some nationalized
companles saw their profits confiscated so that the budeet deflcit could
be reduzed, when they were forced to use these profite to scquire oolit-
ically sensivive debt-ridden businesses, or when they wepe reaquired o
make a profit in gpder to balster the case of an embattled Eovernment
belfore an elzction. hfortunately, sl]l these things have taken placs.
In 1% banks were required to alleviate the pressure on the Treazury by
uszing their profits +o lend six hillion francs (2% 7 percent  interest)
to ailing coopanizs. The oarevious year, Lagrent Fabius, then budeet
director and now prime minister, chamelled the earningz of the telecom-
mricatiori=  mactor ints the general Yudeet. T 1355 41%in Chaladon was
Tired by Fabius, then minister of the Industry, when he refussd to spoand
Elf's profits to ouy two momey-losing chemical companies. CGE wms
bardly luckier; it teo had to acquire a counle of lame ducks In order to

save Sobs. Exespt  for comtributiong to the defleit, none of this of

—

15 P. Dreyius, Le Point, February 22, 1532,



COUPES, Was reEwW.

Both the state combtrol of enterpris=s noovor quite free to manaes
themsclvies and tne politically motlvated sxpanditures of oublic funds fo
rescue mprofltable cormpanisz and stem wnemployment predate the elsction
of 193, What netionalizations tove mede possible iz the ecorrelation of
the two moves, the use of publie industries for the purpose of ackisvine
centrally defined societal gosls. Glvent the context of a stagnant ocon-
omy, thiz could not but reflsect mnegatively on the socoessful  fmaee
natiomalizations had maintalmed and inflate the perception that theres

was not muck teutk in the saying that "nationalizations work. T

Whan it came to banks, the point of knowine whether "mationzliza-
tioms  worik" of not did not make much aensz, It would have basa AiffFi-
cult to see signifiesnt charze from e addition of tpe last 10 perosnt
aof deposits that wers oukside state-owned institutions but not putside
state control. Opoosition leaders charesd that the move hod facilitsten
discrimimation against the credit setuezts of private busiressos orowiad
out of the macket by the pricrity given to the financial reeds o2f public
COmpaniss. The criticism ipnoredt the fact that such a complaint had
repeatedly been mede by smsll businesses 1n the nast and wms oart of the
litany of rezeriminations French patrons were ritually makine incloedine
"lzs charpes eltrasantes" {(high taxes) whonover they were about o lobhv
for a protzetion or for & subsidy.,  With respect to backs, “"the chanme”
was the absence of changn,  Frangois Mitterrand himszlf acknowledred the
fact. After having watched a report om 2 small company forced Into ban-
sruptey bocpuszr a natlomalized bank fad refused a loan, the French

prasident reacted by ooting wearily: "Frivete bmnks were doins the sams
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befare; nationalizations heve made no difference 17

whay Mitterrand was szaving was oot antirely accurata, bowever. The
dacizion fo transfornm Into publiz gwierskip the oeblic control the state
alregdy axercised ower banks Intrsduces 5 politic=lly patent isse  for
the ooposition: the fear of "cresping matiomalizations." Whenzwer g
bank was renuesting a ztake in a campany 1t would resewe, the eovernment
was accused of seeking to expand its control throueh itz banks, The
case of "Creuszot Loire" demonistrates how  this could lead o ownical
charges. The private company had lost monsy in thirteen of itz fourteen
yearz of existence, When, again, it requested financial aid, the form
erly private Suer Hank logically aske2 for an souity positisn in the
company as a condition for help. It prabetly in the  French  syston,
would have dome s0 as 3 private bonk. Croeusot Lolrse wmed the fact that
Susz had been maticmalized to, at Fiest, redect any compamsation for tho
1oan equatling it with "creeping natlonalizatiom. " Yothing could betbor
illustrate the bind in which the povermment had locked ftself, Eilthes
ite mationallzed banks acted &2 protect their lnvestments and the State
was accused of coonomic hegemonism, or they did nothine of the kind, and
it wmz blamed {foc imposing an irresponsible business attitude to its

bariks.

On the e hand, the pelitically motivate? armumeamt of “oreepine
mitionalization®™ made it Jiffieult for nationzlized companiss to axpend.
On the other hand, 1seal impediments agsinst oublic divestitures

prevented them from 2elline wnnecessary  subeidisries a5 a means ko0

17 £, mitterrand, "7 Sur 77 (T.V. vrosesn), Janosry 1334,
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improve their zacital base, a necessary move giver the difficulties the
statc mad in coming throush with its opromises for fumds.  Without
"breathing room,'" the publiz srctor wasz thrastensd with 2 difficulf sur-
vival in a closed and stapnamt world, To mabke matters over worse,
France's European neiehbors, sonerally committed to meonomic liberalizm,
wers  sheptical about amy clos: spoperatich with a cowntry known for its
nationalized companiss and 1ts penchant for bureaucratically sonstructed

industrial policias.

{IV}

in 1923 it became clear that the finamcial revermwes of economiz
growth, which were oxpactel to smooth out all Ehe creeking mechanisme of
state control, would ot be fortheooming.  Advocates of the "French model
of development" could have blamed macrosconomiz problems for the failure
of rationalizarions and expectad that, were ervowth to surae, thelr stra-
tary would eventuwally be  vindicated. Most of them, howower, did not
chagse this sasy way out. Gradually the reslirFation dawmed on the  left
that industrial difficulties could not simely be ascribed to & slusggisk
pace of eénnami-: erowth. The mixture of cenftralization, wolwumtarism,
and bigress which for =g lone charactarized the "French model” of
development and pulled the coumtry out of oblivion dwd finellvy met  its

limits.

Rezctine 4o what it perceived to be the latest ztalemate In French
socfety, a "mew" ideolosy imvaded politicsl =speackes an?d  flooded
ecoriomic anzlysis. French elites competed with ore another in the quest

for whe mantle of thorowskiored liberalism, FEcoonomice Darwinism, wnose
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chilly winds were supposed to rejovenate a stagmant society, was  doeti-
Tully advoczisd; denationalizationm became a synonym of courase, fizo-
tiznarization a symobol of cowardics. Boyomad the clutter, somethine sie-
nificant was ‘tloprening. Eoonomically, state intervention had nat sue-
ceeded; ideologleally, it was collapzing. Freqch socialists were oeyine
the orice of thelr mistsies. Three of them con be easily Identifiad.
Ezch one compounded the other, any o of them would have sufficed to

3ink the strategy of 1987,

in the 19905 and 13505 econsmic modernization meant the  disnlace-
ment. of farMers and smali sShopkeepers: in the 1950e it implied the shed-
ding of labor in traditionel industries. Durine the 1950s and 1990s the
palitizal rizsht was in power; ia the 159305, the left was. In cach ozse,
the ruline coalition hed to modesnize agninst its social  bass.  Eut,
whareas the first modernization tool place with the twin advantaeges of =
booming economic growth and an industrial backwardness mmoping  the  way
to  the futurs, the current trensformetion lacks both these assets.  Now
nothing swooths the transition, little indicates where it will lmad, and
the oppositions =re substantial. This mich the loft oould bave ankict-
pated oyven pefore it beran to stumble. Given that, from the wery ongot,
g policy of strincent protectionizn was rejected, the necessary adiyst-
ments to & =mviromment of (ntermational compe*ition conl? neitkher bBe
areyentad nor  posktoponed. it was wishful thinkine tn oxpect that thoy
wold oot inwolwe sain. If they 4i2, as  thev diZ2, oolitical wisdow
oointed  to the necessity of keeping the hand, cloging plants and layine
off worxers invisible. Instosd, the left transfoemed every  industrial
choice fnts a publie izsue, a subject for open debate oven thouch the

oatmpme of this discussion was  known lone pefore it had  started,
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Mationalizetionz may leve been candld insofar as they discloszed the--
somewhat hidden beforehsmd--—meenitude of the  state cootrol over  the
economiy. In troubled economic times, that Sype of candor is hardly ool

itically shrewd.

S sesond mistake has to do with the issue of an wnsteady control,
Ineressing  governmental supervision of the economy was certainly bad
polities, although 1t could concajivably dave boen ezopd economics.  Buk,
then, the gavernmont had to inow what it wented Instesd of swingine from
one priority to another when it was ot simultonecously  asserting oon-
tradictory objectives. In theee years, Franse wes given five ministers
of [ndustry and at I=ast three different paliciesz. One day, unenploy-
ment waz  the target, amd inflation the price to pay to reduce it;
another day, the ight acainst inflatien become the number ans  priocity
ani rising wenployment &n accapbed risk. One day, businesses have
their prices frozen and the Treasury making up for 1sst revenues;
another day, reducing taxes becomes the obisctive, and, to slash budeet
Fubsidiss, companises zre allowed to charze thelr resl costs, ore  day,
fmilures are bLlamed on foot drageine--winen simoly not sabatasc—by the
business community; ancther day, the culprit becomes a  “meddlessme

buresucracy! stifling manaperial initiatives.

Mo policy, no meitar how competent its  impledenters, would  Fswve
resizted  this indecisive leadars+io, this suocesasion of shifts. This
was all the mors the cas= bacause, no matter what it 4id, the Freack
lei®, susp=cted by Its conservative opposition of beine imept at nom-
dling the economy, hed to constantly convey the impression thet it waz

logizal in its approach and comsistent in its stratey, Put £ such 2
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tezl past conservative eovernmentz would not nave fared wvery w=ill. For-
tunately  for them, thelir scomomic competonoe was often more & matte- of
trust than onz of record. Tne Mitterran? administration would not be =2
fortunate and, to that sxtent, Aty mistakse it 414 or shift it wndertont
quickly became magnified. The soa-called conversion of French sozialists
to supply-side economics was  therefore bound to signifizantly srode
tneir ceeditility -- a lot more, =t any rate, then would former Prime
Minister Raymond Berra's economic "liboralism” be derided after 3 de-
facte nmaticnalirzazion of the steel lndustry or, in ancther oomtey, 2
comservative president be weakened by an economic recowery generated and
sustained by the public deficits he oncae vowad to eliminate before he
actually guadruplad  them. Instoad of a lapsided scrutlwy, bl such s
laniency been agpplied to French sociallsts, their 2olicy and their con-

ttadictiong would hawve met with more »depztandine,

The third mlstake wo wish to identgify melatsz to the inderstanding
socialists hed of whint was to be their industrial ecals, insofir as some
of them have remained constant. The smphasis o bignese anmd the attennt
to imitate a misunderstood Japanese industrial strateey fmmediately come
to mind. If gne has been gorrected, tke othor tes yet to be recoemized.
Clingine to 3 vision »f industry borrowsd from "Modern Times," the
Frencn left, and the risht before i, bave lone eouated modernity  and
bigness, oottace industry and survival of the past. Today, we can con-
ceptually grasp why thiz is not mecezsarily the cas=.1® Byt statfstics

sreak  louder than  {nsiehts. Sipce 1974, In terms of Job oreation,

15 Sabel, The Division of [abor, Cambeidese Thiversity Press,
1952, o
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growth, profitability, and investments, small and medivr-sized companias
have consistently outserformed lareer mits.1? They adjust better, and
thovy aopear--and  dissopesar—faster. T lzssons are imambisoous and
demonstrate that no  unemplayoent policy will succesd without =mmall
pusine=ses  hiring the surolus labae shed by laceer companies.  Tither
the sovernment will heve to encourase the creation of small businesses,
or it will be reauired to take into account whzt has made them sucoose-
ful and expand the cottage mods! af mamaeement to biz wits. Siven that
this model Includes a number of characteristics amathemz to labor wnioms
[ lower may, lesser Job stat::ilit!.-'} suck 3 choice could lovelwe o signifi-
cat zost for the left. Simply out, compoundine the transition from
"traditional™ to "modern," the shift from bie te smsll  woul?d  serlously
undermine the already marrow eleztoral bgse of the left. The temptetion
of bigness thersfors remaing, aid with 1t the usual  tendenzy  of  the
French  bureausrecy to mtjonalize along the lines "ene skill per con-
paly¥, one company per Industry." This would mupposedly structure French
industry in such 2 way to make it Intermationailly competitive. Eingls
mationz} “ohempions™ such as  "Telecomnomizations  de France™ (OIED,
"Zlectroningoe  de France” (Thomson! were set UD as there already was one
PElectricite dp Francs." Wosn't that the lesson of the Janeress experi-
ence?  Unfortunately  the  Trench left in our view misread the Japaves=
axprrisnce,  They saw 2 very aimiler set of giministrative an? financisl
imstitutions. Ioey noted extonsive s2t intervension In pursuit of
econonls develooment and  industrial competitiven=z=z. The conslusion

thar thoy drew  was that the tactics the Japangse wasd were similar in

13 . Delattrs, Economis st Statistigue, October 1932,
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character to th2 tactics tkst the French state had emplowved. When the
Feench state hwd intervened in tne Jzullist years in pursult of detailed
oxlectives it tvd umd sdmimiskeative power to zhepe a2 series of

tionzl champlons, one or at most two French companies In 2 sector thet
could be internatiomally competitive. The champion would be orotectsd
at home to be competitive abroogd. The core of the ootlon wes to usse
pelitical power to OVERRIDE mariet developments and push them 1n s diF-
ferent direction. The Japamese In fact used intermal competition, n
form of controlled competition, as a palizy instrument. They shaoed amd
structured the domestic competition and used interoational market sig-
nalg to guide their chofces.  The Japaness trizd to ride with the
market, to navigate the waters of competiticn. The contrazt in factics

could not have been grester.

eotCLISTON

In= failure of the =ocialist imdustrial stratezv did not oaly leave
open to challenge the structursl transformations thev had enacted; it
threatsngd the very =xistence of an interventiomist scomomic oolizy
which had merely bean dramatized by the additional matiomalizations of
1282, Tofiey, Fravce is the scans of a keen comoetition Toe +the crown of

"wost dedizated liberal." Zocimlists, including Frongniz Mitterrand him-

azlf, have join=d the fray lookineg for weys ™o rid France of this
interventionism Frenchmen live with since their wvery birth, 20 S£111 the

competiticn mostiyv ooposss conservative lesders sach of whom wants fo be

2 F, Mitterrand, Liberation, May 10, 1934.
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soon 25 the greatest "denetionalizer ™

From the minimalisk position advocstine the =sole  dematiomalization
of the manks acquired in 1932 to the maxinali=t stand of those who, at
last comt, wanted to privatize the memnloyment apency, the zap Is sie-
nificant. Tn= detate, however, 15 not particularly enlightonine, as it
carefully avaidzs the major issues which will have to be addresss?, For
instanoe, why will purches= thess companies =0ld by the =skate? Eithare
they continoe to lose monmoy, and then poblic opinisn  presses for the
sale but ne byer volutesrs, of they start to make prafits, In whizh
case bivers are found but the mabllc no longer wants to a=11. In other
words, unless eonservativesz slaborate theds position, French vaters aee
wnlikely to be persuaded by a pletform accordine to whigh will bS= &01d

wial works amd kept what does not.

There should alss be g 1ot of skepticism regardine the sonseryvatve
theory now equating economic crisis to an excess of state intervention
stifling the activities of private businesses.2] In France, rather tlman
preventing entrecrensurial initlative by its action, the shtate haz often
imtervened to compensate the ahsence of suck indtiatives, The unaoou-
larity of socialist sconomic volicies may be warranted, but it shouls
not be such that it allows analyses whick bear little relation to the

facts made oiaim by history.

wherl comgarvatives were in power, the French left was embroiled  in
ideslsgical and offten esoteric econgmic areutents, They did not kelp

whan 1327 came ad, with it, the responmeibility to actually manzsae  the

217, Chirac, Le Figarp Magazine, April 14, 1934, o. 10%,
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esonomy.  Mow that th2 left iz gowernine the coumtry, conservatives =eom
to have ocoupied tho grows? of ideslosical futility. Talks of denatiom-
alization Mmve replated Aisoussioms of increased  state comtrol.  Pot,
today  1ike before, the some de=afoniqe silence strikes whomewer wants £2
snift the terms of debate from the form tp the s=ubstanoe.  Infop-
tunately, atructural religiosity 1s & poor substifufe for an informed

discussion on the obiectives of Fronch {duestrial policy.





