
RESTRUCTURING THE
FRENCH ECONOMY

Government and the Rise of Market
Competition since World War II

WILLIAM JAMES ADAMS

The Brookings Institution
Washington, D.C.



Contents

1. The Puzzle of French Economic Growth 1
French Economic Culture 2
French Economic Growth 4
Some Hypotheses 7
Plan of the Book 14

2. The Extent of Structural Change 17
Output and Employment at the Industry Level 17
Self-Employment 26
Size of Establishment 30
Geographic Composition of the Population 36
Conclusion 40

3. Restructuring by Government Design 43
Some History 45
The Logic of Structural Policy 49
Measuring Impact 54
Government as Seller 59
Government as Buyer 74
Government as Tax Collector 89
Government as Regulator 98
Government as Propagandist 106
Conclusion 108

4. A New International Environment 120
The Psychology of 1945 Revisited 121
The European Coal and Steel Community 123
The European Economic Community 128
Economic Relations with Other Rich Countries 140

IX



x Restructuring the French Economy

Decolonization 145
Measuring Impact 148
Exposure to Foreign Trade 155
Exposure to Foreign Investment 161
Import Discipline 167
Export Discipline 179
Foreign Investment and Competition 185
Conclusion 197

5. A New Domestic Environment 206
Changes in Government Policy 208
Impact on Market Structure 219
The Story of Edouard Leclerc 223
Generalizing from the Leclerc Experience 234
Conclusion 240

6. Implications 244

Appendix A: Tables 269

Appendix B: Abbreviations 317

Appendix C: Industrial Classifications 321

Appendix D: Treaties and Legislation 328

Appendix E: Finance 331

Appendix F: Measured Subsidies 337

Appendix G: International Trade and Investment 351

Bibliography 355

Index 391



Tables

1. Growth of GDP by Country, Selected Periods, 1950-58 4

2. Growth of GDP by Country, 1870-99, 1900-29, 1950-79 5

3. Distribution of Industries by Growth of Output, 1959-80 18

4. Industries with Declining Output or with Output Growth

Greater than 500 Percent, 1959-80 19

5. Industries in Which Employment Declined, 1954-75 21

6. Labor Mobility, by Sex, Selected Declining Occupations,

1972-77 22

7. Labor Mobility, by Sex and Industry, 1959-77 25

8. Mobility from Unsalaried to Salaried Work, by Sex, 1972-77 29

9. Change in Employment Share of Small and Large Plants,
Selected Manufacturing Industries, 1972-82 32

10. Labor Mobility between Plants, by Age Group and Sex,

1959-77 35

11. Change in Population, Selected Departements, 1954-82 38

12. Geographic Mobility of Labor Force between Census Years,

by Region, 1954-82 41

13. Chronology of Selected Public Enterprises, 1667-1980 61

14. Gross Saving as Percent of Gross Investment, by Industry and

Type of Enterprise, 1959-69 71

15. Government Purchases as Percent of Sales, by Industry, 1974 76

16. Share of Capital Subsidies, by Type of Enterprise, 1959-80 82

17. Share of Operating Subsidies, by Type of Enterprise, 1959-80 83

18. Tax Receipts, by Source, as Percent of All Tax Revenue,

1959-80 92

19. Mean Ratio of Imports to Consumption, 1959-80 156

20. Mean Ratio of Exports to Output, 1959-80 159

21. Number of French Manufacturing Subsidiaries of Foreign
Parent Companies, 1900-70 162

xi



xii Restructuring the French Economy

22. Share of French Exports, by Destination, 1952-84 178

23. Nominal Stock of U.S. Direct Investment in France, 1950-84 192

A-l. Growth of GDP per Capita, by Country, Selected Periods,
1950-85 269

A-2. Relative Standards of Living, by Country and Data Source,
Selected Years, 1950-85 269

A-3. Coefficients of Variation in Annual Rates of Growth, by

Country, Selected Periods, 1953-85 270

A-4. Mean Growth of Output at the Industry Level, 1959-80 270

A-5. Growth of Employment at the Industry Level, 1954-75 270

A-6. Distribution of Industries by Growth of Employment, 1954-75 271

A-7. Mean Growth of Employment at the Industry Level, 1954-75 271

A-8. Labor Mobility, by Sex, Selected Declining Occupations,
1959-77 271

A-9. Change in Salaried and Unsalaried Employment at the
Industry Level, 1954-75, 1975-82 272

A-10. Change in Share of Salaried Employment at the Industry
Level, 1954-75 272

A-ll. Change in Salaried and Unsalaried Employment, Selected

Industries, 1954-75 273

A-12. Mobility from Unsalaried to Salaried Work, 1959-77 273

A-13. Change in Employment Shares of Plants of Different Sizes,
Manufacturing Industries, Selected Periods, 1954-82 274

A-14. Change in Distribution of Salaried Employment by Size of
Plant, Mean Values among Manufacturing Industries, 1954-62 275

A-15. Change in Employment Share of Plants with 10-99 Salaried
Workers, Selected Industries, 1962-72 275

A-16. Change in Distribution of Salaried Employment by Size of
Plant, Mean Values among Manufacturing Industries, 1962-72 276

A-17. Change in Distribution of Salaried Employment by Size of
Plant, Mean Values among Manufacturing Industries, 1972-82 276

A-18. Change in Distribution of Salaried Employment by Size of
Plant, Mean Values among Manufacturing Industries, 1962-82 277

A-19. Manufacturing Industries in Which Small-Plant Share of
Salaried Employment Declined at least 5 Percentage Points,
1962-72 277

A-20. Change in Share of Salaried Employment by Size of Plant,
Mean Values among Manufacturing Industries, 1962-72 278

A-21. Change in Distribution of Salaried Employment by Size of
Plant, Mean Values among Manufacturing Industries, 1974-80 278



Contents xiii

A-22. Percentage Change in Population by Region, 1954-82 279

A-23. Geographic Mobility of Population between Census Years, by
Type of Change in Location, 1954-82 279

A-24. Relationship at Regional Level between Labor Mobility and
Population Density, Census Intervals, 1954-82 280

A-25. Share of State-Owned Enterprises in Value Added, by

Nonfinancial Industry, 1959, 1969 280

A-26. Share of State-Owned Enterprises in Sales, by Industry, 1982 281

A-27. SOE-Controlled Inputs as Percent of Total Intermediate

Consumption, by Consuming Industry, 1981 282

A-28. Nonfinancial Enterprises' Sources of Finance, 1953-72 284

A-29. Sources of Finance, by Industry, 1951 285

A-30. Credit Institutions' Sources of Finance, 1970-80 286

A-31. New External Equity as Percent of Total Finance, by
Nonfinancial State-Owned Enterprise, 1959-68 286

A-32. New External Equity as Percent of Total Finance, by Grande
Entreprise Nationale, 1959-76 287

A-33. Government Shares of Aggregate Intermediate Consumption
and Gross Fixed Capital Formation, by Division of
Government, 1959-80 287

A-34. Government Purchases as Percent of Sales, by Industry and
Size of Company, 1974 287

A-35. Importance of Public and Private R&D Expenditure, by
Industry, 1975 288

A-36. Share of Measured Subsidies to Nonfinancial Enterprises, by
Type of Enterprise, 1959-69 289

A-37. Share of Measured Subsidies to Nonfinancial Enterprises, by
Industry and Type of Enterprise, 1959-69 289

A-38. Share of Measured Subsidies to Nonfinancial Enterprises
(GEN Excluded), by Industry, 1967-81 290

A-39. Subsidies Received as Percent of Expenditures, by
Nonfinancial State-Owned Enterprise, 1959-69 291

A-40. Subsidies Received as Percent of Expenditures, by Grande
Entreprise Nationale, 1959-76 291

A-41. Private Nonfinancial Enterprises, Subsidies Received as
Percent of Expenditures, by Industry, 1959-69 292

A-42. Nonfinancial Enterprises (GEN Excluded), Subsidies Received
as Percent of Expenditures, by Industry, 1967-81 293

A-43. Measured Subsidies and Indemnities for Wartime Damage, by
Industry, 1951 294



xiv Restructuring the French Economy

A-44. Subsidies and Indemnities Received as Percent of
Expenditures, by Industry, 1951 295

A-45. Financial Enterprises, Subsidies Received as Percent of
Expenditures, 1959-80 296

A-46. Credit Institutions, Operating Subsidies Received as Percent
of Interest Paid, 1959-80 296

A-47. Nonfinancial Enterprises, Payroll Taxes as Percent of Labor
Compensation, by Industry and Type of Enterprise, 1962-69 297

A-48. Nonfinancial Enterprises, Indirect Taxes as Percent of Output,
by Industry and Type of Enterprise, 1959-69 298

A-49. Corporate Income Tax Paid as Percent of Cash Flow, by
Industry and Type of Enterprise, 1962-69 299

A-50. Regression of Effective Rate of Corporate Income Tax on
Capital Intensity of Production, Examination of Residuals 300

A-51. Share of Value Added in Manufacturing, by Industry, Selected
Countries, 1982 300

A-52. Share of Value Added, by Sector, Selected Countries, 1960,
1980 301

A-53. Distributions of Manufacturing and Nonmanufacturing
Industries by Ratio of Imports to Consumption, 1959, 1980 301

A-54. Change in Ratio of Imports to Consumption, Manufacturing
and Nonmanufacturing Industries, Selected Periods, 1959-80 302

A-55. Distributions of Manufacturing and Nonmanufacturing
Industries by Change in Ratio of Imports to Consumption,
1959-80 302

A-56. Manufacturing Industries in Which Ratio of Imports to
Consumption Increased Less Than 10 Percentage Points,
1959-80 303

A-57. Manufacturing Industries in Which Ratio of Imports to
Consumption Failed to Exceed 5 Percent, 1959 304

A-58. Distributions of Manufacturing and Nonmanufacturing
Industries by Ratio of Exports to Output, 1959, 1980 304

A-59. Change in Ratio of Exports to Output, Manufacturing and
Nonmanufacturing Industries, Selected Periods, 1959-80 305

A-60. Distribution of Manufacturing Industries by Change in Ratio
of Exports to Output, 1959-80 305

A-61. Distribution of Manufacturing Industries, by Exposure to
Direct Foreign Investment, 1962, 1980 306

A-62. Distributions of Industries, by Percentage Change in Prices,
1959-64, 1959-69 306



Restructuring the French Economy xv

A-63. Share of French Exports to OECD Countries, by Type of
Commodity, 1983 307

A-64. Share of French Exports to OECD Countries, by Type of
Commodity, Selected Years, 1952-83 307

A-65. Distribution of Manufacturing Industries by Reliance on
OECD for Export Markets, 1983 308

A-66. French Manufacturing Industries Sending Less Than 50
Percent of Their Exports to OECD Countries, 1983 308

A-67. Exposure to Imports and to Foreign Investment,
Concentrated Industries in Mining and Manufacturing, 1980 309

A-68. French Manufacturing Subsidiaries of Foreign Companies,
Extent and Ownership of Residual Equity Capital 309

A-69. Distribution of French Manufacturing Industries by Extent of
U.S. Direct Investment, 1962 310

A-70. Distribution of French Manufacturing Industries by Extent of
U.S. Direct Investment, 1980 310

A-71. Foreign Manufacturing Subsidiaries of French Companies, by
Location, as of January 1, 1971 310

A-72. Share of Household Expenditure on Food, by Type of

Retailer, 1962-84 311

A-73. Number of Large Retail Food Establishments, 1957-84 312

A-74. Share of Household Expenditure on Nonfood Merchandise, by
Type of Retailer, 1962-84 313

A-75. Gross Markups in Food and Nonfood Retailing, by Size of
Retailer, 1971-76 314

A-76. Index of Retail Prices for Selected Foods, by Type of Store,
1976 314

A-77. Profitability of Food and Nonfood Retailing, by Size of
Retailer, 1971-76 315

A-78. Unemployment Rates for Large European Economies, by Age
and Sex, 1983-86 316

F-l. Transfers Received, by Type, Nonfinancial Enterprises,
1949-59 340

F-2. Transfers Received, by Type, Nonfinancial Enterprises,
1959-80 341

F-3. Transfers Received, by Type, Credit Institutions, 1959-80 342

F-4. Transfers Received, by Type, Insurance Companies, 1959-80 343

F-5. Nonfinancial State-Owned Enterprises, 1962 SNA 345

F-6. Nonfinancial State-Owned Enterprises, 1971 SNA 347


