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Foreword

In conducting its assessment of strategies for the transition to a smaller but still robust
U.S. defense-industrial base, the Office of Technology Assessment (OTA) has considered how
other Western countries with sizable defense industries are responding to the new security and
fiscal environment. France is arguably the foreign case most relevant to U.S. policy.
Possessing the world's third largest defense industry after the United States and the former
Soviet Union, France has global security interests and is the only European power capable of
developing the MI range of major weapon systems, including fighter aircraft, main battle
tanks, nuclear-powered submarines, aircraft carriers, nuclear weapons, and a panoply of
missiles.

This background paper first describes the structure and management of the French
defense-industrial base and then reviews a variety of strategies the French Government and
industry are pursuing to rationalize the base, while preserving key technological assets and
strengthening the competitive position of French defense contractors in world markets. France
has faced the problem of overcapacity since the late 1980s and is already implementing some
of the policy options for the United States in the 1990s discussed in the OTA report
Redesigning Defense. These strategies include consolidation, diversification into the civil
sector, shifting emphasis from procurement to R&D, integrating civil and military production,
and international collaboration. While not all French efforts have been successful, and some
actions taken by the French Government would not be appropriate to the U.S. economic or
political context, the French experience provides interesting and useful lessons for the United
States in planning its own restructuring efforts.

The French Government engages in long-term planningandvarious forms O
administrative guidance to ensure the financial and technological health of the defense
industry. In contrast, the U.S. Department of Defense relies primarily on market mechanisms
rather than government intervention. As the U.S. defense base shrinks, however, this
traditional laissez-faire approach runs the risk that firms that are the sole source for key
components or that possess critical design and manufacturing skills may go out of business
or leave the defense market. The French approach of devising coherent policies to preserve
the core competencies of the defense industry is therefore worthy of consideration by U.S.
policymakers.

In researching this background paper, OTA conducted interviews with several French
Government and industry officials, whose names are listed in the appendix and whose
contributions are gratefully acknowledged. Aswith all OTA studies, however, the content of
this background paper is the sole responsihility of the Office of Technology Assessment and
does not necessarily represent the views of our advisers and reviewers.
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