CHAPTER 8

Trade Politics in the United States:
and krance

THE FRENCH CASES provide 1wo critical contributions to this study of
trade politics. Firsi, they give the argument greater cross-n?tifmal va-
hdity by helping establish that rising international economc interde-
pendence affected industries in stales other than the United States. l.ﬁ
as 15 claimed. an international-level change reshapes the domestic
preferences of firms, then this change in prelerences should huve oc-
curred in all advanced industrial countries experiencing new levels of
foreign linkages. One test of this is (0 examine and compare the p_ref—
erences of firms in more than one nauon, in this case in the United
States and France. According to the argument here, rising interna-
tional interdependence in the form of exports, multinationality, and
global inwrafirm trade should affect firms’ preferences similarly in the
two countries, regardless of other differences between them. Such a
finding would be unexpected by ocher theories, given their charucter-
ization of France and the United States as opposites in terms of their
domestic political siructures.' Comparing industries in these two na-
tions should thus provide a good Lest of our hypothesis.

This chapter begins by examining how the growth of economic in-
terdependence affecled the French economy in general and its firms’
preferences in particular. Have French firms’ international positions
shaped their trade preferences? What role have other facto.rs plzn)’ed?
In particular, has the “strong” French state been able Lo mmpose s
preferences on firms? In some arguments about the slate, it is viewed
as “an autonomous entily capahle of shaping socictal preferences in
accord witli its own.”* Has this been true for French firns’ prefer-
ences? _

This chapter also examines differences in the way the French and
American economies experienced rismg interdependence. Chapter 6
discussed the similarities between (he two experiences. Indeed, this
work's argumeni rests on such similarities, for it hypothesizes that sim-
ilarly positioned firms in the two countries should have similar trade

* Katzenstewn, ed., Power ond Ploaly; Zysman, Governmenls, Markets, ond Growlh,
* Nordlinger, On the Awtonomy of the Den.zralic Swate, p. 100,
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preferences. Although, as seen in chapter 6, strong siniilarities in che
ways firms determined their preferences did exist across the countries,
it 1s useful to focus on the differences as well,

The second contribution of the French cases is that they demon-
strate how firms’ preferences affect trade policy outcomes. France is a
critical case. Much of the literature on economic policy making implies
that France and the United States should be differentially sensitive to
industry demands. The United States is depicted as a “weak” state- -
one very permeable to interest group pressure. France is portrayed as
a “strong’ slate, with a “state-led” policy system highly resistant to in-
dustry pressure.3 [n this view, the preferences of French ficms should
have linle bearing an policy because the process is so insulated from
societal influence. Afier exploring how the policy structure in France
allows firms’ preferences into the process, the discussion here con-
cludes that France is a less “strong” state than many characterizations
suggest.

We will focus on four characteristics of the policy-making process 10
see how firms® preferences are involved in and come 10 exert a major
influence on it. This underscores the importance of understanding
what these preferences are and how they are formed. The argument,
howcver, is not that firms’ prelerences alone account for trade policy
outcomes or that the policy processes in the United States and France
are exacrly alike. Rather, firms' preferences are seen as one of the
most important influences on trade policy in both countries. Exami-
nation of both firms’ trade preferences and che policy making process
is essential to providing an answr 1o the quesuon of why the advanced
industrial countries maintained relatively open econonies in the 1g70s
despite the strony pressures for closure they faced.

RISING JNTERDEPENDENCE

Growing economic interdependence has reduced some firms’ prefer-
ences for protecion, even in times of economic distcess. Growing in-
terdependence in France has taken a different course than in the
United States (see table 8.1). Both its timing and its characier have
been different. For industrial products, France's integration into the
international economy rose sharply only after 1958, and its most sig-

$ Stephen Krasner, “U.S. Commercial and Monerary Policy™ Juhn Zysman, “The
F1ench State in the Intei-witional kronomy™; and Peler Katzens:ein, “Condusion,” all in
Power and Plenty. ed. Katzenstein; Zysman, Governments, Markefs, wad Growth, avoids the
use of the terms ' strong” and “weak” but suugests much the same: sce esp. chs. 3. 5. 6.
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TasLe 8.5 Average U.S. and French International Lconomic Ties, 1970s

Industrial Exporl Dependence

U.S. (1g9708) 20% (1975)
France (1g7os) 31% (1979)
Multinationality of Industry
U.S. (1g70s) 20% (1977)
France (14770s) 10% (1974)

Sourcrs: For average indusinal export dependence: data for the Urjilcd States
‘1om 185 Economic Report of the President (Washington, D.C.: GPO, 14885), u}hlc? B-
10. B-101. for the value of industrial exporis as a purcentage P{ wlal indusurial Gae.
The French fgore is from Ministére de I'Economie et dc§ Fmanccs,. La vreg, Une
Décenne di Commerce Extérewr Frangus (Pavis: Dacunnenlation Frang:;usv.‘Nuvcn—)ber
1983). p. xiv. For average muliinationality Ofl.ndUSLI‘y: D‘ata on Umtul‘ﬁum-\ from
U.S. Dept. of Commerce, 1977 Enitrprise Stabustics (Waslungto'm D.C.: GPO, -lgSI-)’r
pp. 374-+ 3. for value of all Torcign asst s of US. mlannffu':nn-mg as A pt_:l'crl‘-..tagv 3
total manufacturing assets. French value is for foreign French Eroclucut_m asapers
cenlage of total French production; see Jusien Savary, Les Multinahonales Frangui«es
(Paris: Press Universitaires Frangaises, 1g81), p. 21.

nificant integration occurred after 1968. This was sparked by the 1958
opening of the European Common Market.! ,
In 1958, with the implementation of the Trcatly of Rome, France’s
industrial trade accelerated and shifted geographically. From approx-
imately 12 percent of domestic produciion in 1958, exports of indus-
wial goods rose to around 20 percent i.n ?968 and to g3 percent by
198).5 Import penetraton followed a similar pattern, growing from
15 percent in 1958 to over 20 percent in 1968 and finally o a]moss 30
percent in 1981.5 The vpenness of the economy to trade grew rap:dly
after 1958, much more so than it had in the previous century.? Trade
relations themselves changed. In 1958, less than 3o percent of French

¢ Priot 10 this marke('s opening, France had substantial irade refat:ons, h.ul these were
heavily concentare d in norindustrial goods and wirh fo) ey Fruju:h cnlomcs._]c.:ai)‘-lPau\
Buliadur. “Les Echanges Exiérieurs de la France entye 1gho-ge, Ecanomue el Sperédid, no.
3) {Febrnury 1972):13-13: Stofiaus, Gray -V mace l.ndu.\h-mllr_ p. 20 ‘ -

» CERLM, Cris. Concerener Dusrnahions ol vigies, tahle oo M e (I? | E.colnomu
la DREE, Une Dévennic du Commerce Ex . ancass (Paris; Docomentation I'rangaise. No-
veriber 1983), p- xiv.

* Ibid. _ o

7 Table 1 in Alzia Lipicty, “The Globalization of the General Crisis ot ) urdmln, SNID
occasional paper no. 84-203, 1684, shows J'rench fﬂX'_)OIl.dtpelldEUCE peaked in 18eg,
declined until after World War 11, and then began mo us g,
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trade was with its European partners. By the late 1970s close to 50
percent was with European Community countries.® This shift meant
greater dependence on unmanaged trade and increased France's in-
tegration into the world economy. Unlike France’s trade with its colo-
nies, where relations of influence and strong barriers 1o other coun-
tries’ products guaranteed the markets for French companies, trade
within the EC was less managed and morc subject 1o forces of market
exchange. France's trade dependence thus has recendy grown to siza-
ble proportions, although it has long been greater than that of the
Unired States.

The development of multinavonal enterprise among French firms
has been more recent than among U.S. firms. In fact, by the interwar
period the US. economy was already almost as multunational as
French industry is today.s The development of French mulagational
ties began in the 1g60s, with the greatest growth after 1974.7° By 1974
foreign French produciion accounted for only 10 percent of total in-
dustrial praducrion.'' The creation of globally integrated firms has
also been slower in France. Trade flows within French multinationals
have been less well developed than among their U.S. counterparts.
Despite domestic markets of similar size, re-export o the home mar-
ket by all European multinationals amounted to $260 million in 1978
compared to $4.1 billion for U.S. firms.'* Growth of both French trade
dependence and multinauonality thus occurred in the postwar period.
French levels of interdependence were, however, much greater in
wade, particularly trade within the EC, than in mulunational activities.,
while the opposite held for the United Siates.

Did this mounting integration within Europe and into the interna-
tional economy reduce French firms’ prefcrcnces for protection, as
the argument posits? Did French firms with international ties resist the
urge to scck protection when the economy fell into serious dithiculties
in the 1970s? The French cases show that irms with extensive inter-
narional ties did resist protectionist temptations in the 1970s and early
1g8us. The ure, glass, and pharmaceutical industries were the most

5 A F S the 16805, P. 7.
Wk M © Cabe Multmationa! Covjreration, p. 201, estinuucs a'l LS. diveet fot
cign stmerit dl a4 percent of one in 1g2q, while Savary, Multinatior.vics Frenjunses,

estimates l'rench forcign industrial direct production in 1974 at 10 percent of (ota!
French production. These figures are not directly compavable, however,

o Savary, Multinaionales Franganis, pp. 10-29 206-26. 110-12: Avdagi, Franio 0 the
14493, pPp 45°47; Savary, “Les Mullinationale: Frangaises,” p. 75.

™ Savary, Multinatiysades Francarsei. pp. 19-26.

* Grunwald and uram, Glebal Factors, pp. 25-275.
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international of those studied. The major firms witbin each of.thesc
industries maintained their prefcrences for markel openness in the
face of economic disiress. In the tire and glass industries, where trade
barriers were low, the major firms sought to keep their hame marlfets
open and (o prevent closure of foreign markets. The p}mrmuccuugal
producers, who were already protected, sought to have thesc nonla.rlff
barriers reduced. For these industries, sizable exports m}d mulunz}-
tional operations made protection undesirable as a solution to their
difficulties. }

Lack of protectionist demands may nol, however, be a sure sign of
preferences for freer irade among French firms. Many have claimed
that the French proteci their market through other means. such.as
industrial policy and nomiaritf barriers.s Although many countries
use these practices, it has been maintained that the l'rm.ch use them
more sysiematically than others, especially than the Americans. I-.ien.ce
examining ‘ust French firms’ demands: f'o.r traditional protectionist
policies may miss the firms’ true protectionist bent.

To avoid this problem, 1 surveyed all steps mk.ef\ by French fmns w
obtain government aid, especially industrial policies. Though it (_:ou.ld
nat alwavs be ascerrained whether these demands were protecuonist
in in[en[: it was assumed 1h1at most had proLection-in mi'nd b(‘.C.}ll.l‘SC the
industries’ key problem involved imports. Ev.en with this restrictive as-
sumption, the argument held. The firms with the strongest ntemna-
iional ties made the fewest demands tor govermmnent aid. The glass,
vre, and pharmacemjcal industries, all highly inLer»nation;_ul, showf:d
litle interest in government help. They were !ess llke'ly o dcal.\_mth
the government and more likely to rely on their own 1nfcrna] fziforts
to adjust. Only the pharmaceutical indus%ry dealt c:xmnsn-'cly .wn_h the
government, largely because of the public regulaton ofAt.he mdust.ry
already in place. These producers, however, wer_e most interested in
reducing, not enhancing, government intervention. :/\.bovc all,. I:hey
were concerned with adjusting to the new CONpetiive conditions
through their own strategies. _ ’ ‘

1n the other cases, where the industries lacked mternational tes, ef-
forts to restructtire usually included demands for government aid. In-
deed, these industries sought aid as an incentive to induce them to
reorganize. [n the footwear, television, and watch and clock casces, de-

w Carzen Price, Indwtrial Poi” - in the EC ». 215 Zysman, “J'rench Statc in the Intey-
fenal 1 : g Cavcument o thae Trance aetd “he United States
miinal 1 conomy.” More g lly hweas Hume ar Trand L »
nave responded to rizing inerdep  *nce dillerently, with the French developimg a wide
array of polcy instruinents, induuing indusaial policy, lo manage thcir interdepend-

cnce.
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mands for aid went hand in hand with demands for protection. [n the
radio and television case, protection and government support had
evolved togelher, creating the industry in che 1g50s. Protection prob-
ably predated the development of an industrial policy for this sector,
In the footwear case, demands for aid were simultaneous with rising
interest in protection. In the watch and clock case. industrial policy
demands predated interest in protection. In all three cases, demands
{or protection grew alongside demands for government aid. Other ag-
gregate studies support this. They report that the most protected sec-
tors tended to receive the most extensive government aid.’ [ndustrial
policy thercfore may not be a substtute for protection; rather, the two
may complement each other, with protection being essenual for a suc-
cess{ul industrial policy.

In terms of the ralionale firms developed to support thejy prefer-
ences, the French cases also showed remarkable conununy with the
American ones. Protection was ofien opposed because of its cost to the
firm’s internaiional operations, as discussed 1n chapter 6. Several dif-
ferences in rationale are evident, however. First, for French firms the
key market was often the European one more than the world one.
[nrerest in eliminating trade barriers and resisting protection within
the European market was very apparenl. The relevant market for the
large footwear producers, the pharmaceutical manufacturers, and
later the television maker, Thomson, was clearly Europe’s, not merely
France's and not the world's.! France’s international integraton was
more limited than that of the Uuited States. French trade and {oreign
production occurred mainly within the EC, and rhus the strongest re-
sistance to protection was found in this market. This more limited in-
tegration accounts in part for the trend of decreasing French protec-
tion combined with increasing European prolection, noted inthe cases
and elsewhere. '8

' Giordano, "Andlyse de la Politique Frangarse du Commerce Extérieur,” 198e;
Yvoune Giordane, “Analyse de la Poliricac Frangaise do Commerce Extérieur depuis le
Viem Plan,” Revae d' Econonite Iidustyieile, no. 29 (gred arimg, 1gRy), esp p. &9, Beinard
Bube, "La Politique Commerciale Frangaise,” in fate) notionalisaton ef Autanonie de D/ cision,
ed. Heuri Bourguimat (Parin: Eronomica, 108¢), pp. 46: -78.

" For the glass and rire producers, though, the kuropean market was important but
so were 4 number of other markets. Yaese irms were interested in the state of 1he global
market in large pure because they exported and produced (0 an importarit extent oulside
of I'urope.

6 Wollgang Hager, "Protectionicm and Aulonomy,” International Affairs 58 (Summer
1982):413-28; Wolfgang Hager, “Liule Europe, Wider Europe. and Western Economnc
Cooperaton,” Juurnal of Common Muarkst Studivs 23 (Svptember-Decemnber 1982):171-97;
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A second difference was thal resistance to protection was often de-
fended on the grounds that protection would hinder the i.ndustry‘s
competitiveness. More than the Americans, the French .worne(‘i about
market size and scale economies. For many French mdustries, the
French market alone was too small 1o generate the large produ.ct.ion
runs necessary to achieve lower costs and international compeutive-
ness. lor the French, export markets and/or a market base bevond
France were crucial if an indusiry wanted to compete globally. The
choice for many firms in France was, on the one hand, u.).beu')me in-
ternational competitors or, on the other, to lose comperiuvencss and
seek protection. This choice was less severe for U.S. firms, since (.he
size of the American market allowed them to reach scale econonues
without exporting. (1'his is becoming less true today, as opdmal scale
has risen.) French industries’ need for a large, unhindered l‘,uro.p.ezm
market was widely appreciated. Concern for industrial competitive-
ness remained a central factor in guiding French firms 1o resist pro-
tection within Europe.

A third difference between the interdependence of the French and
U.S. industries is evident in table 8.1. French lies to the international
economy have focused mamly on exports. and rn.uch less ;.md on.]y
more recenily on multinationality. In contrast, U.S. industry is hcavily
multnational, with a more limited trade dependence. If, as the cases
suggest, export dependence 1s a less durable bulwark against protec-
tion than well devcloped multinationality, French resistance to protec-
tion may be less siable rhan that ol the United States.‘ .Dc%-lmes in
French exports, especially when combined wilh rapidly rising nuports,
may undermine firms' resistance Lo protection quickly. But the much
gre}lwr level of and need for trade within Furope may enhaxfce the
importance of export dependence {or the French. The country’s k.een
interestL in exports, in contrast to then general neglect in the Unl[ffd
Seates, is one indication that exporis play a more powerful role in
French frms’ prefcrences.

[n addition to international ties, have other {actors played a large
role in determining French lirms’ preferences? Unlike LS. 'u'adeApol—
icy, few studies of the factors infuencing French trade po!u:y c;x)sl.l7
Aggregate studies assessing the impact of fuctors such as firms' pref-

cwn. EEC T . Miles Kahler, “European P ttionism in ! heory and Pracucy,”
Waild Polil 7(Ju 19850475502 o . »

T est stue s are those by Bernind Bobe ard Paur . Messalin in Inicrnitional-
sation ef aulungnae, od. Bonrguinac; Giordana, Analysc o nln.g.u b asigaise tu {xm
met e Fxedriom S a8 Pisani, Enjenx ot Cordnons des pudibres; Frangots David. [« Com-

o ce Internationad o la Deve (Pasis: Calmann-Lévy, 1982)
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ercnces, industry “influence,” policy-make1 goals. and past policies on
trade policy outcomes are not available. But the case studies here sup-
port the argument that export dependence and mulunationality
strongly influence firms’ trade preferences. They also cast doubt on
the claim that the French state exercises a central role in defining
firms' preferences. Citing Andrew Shonheld, Siephen Cohen, and
John Zysmao, Eric Nordlinger maintains that the French state pos-
sesses this kind of autonomy. He observes “the success of the [French:
higher bureaucracy in shaping societal preferences and then translat-
Ing its own into public policy” and notes that “the [French) siate
[could] shape the preferences of even remarkably well-endowed pri-
vate actars, in this instance the ‘big business’ communrity” through its
many policy levers.’® "This argument is not supported by evidence
here. The French staie was certainly more inlerventionist than the
American, buc in none of our cases did a firm’s preferences-appear
directly shaped by the state. More frequently, the state’s activities were
shaped by firms’ preferences. Often the firms, and uot the state, initi-
ated policy for the sector. The French foowwear, watch and clock, and
television industries were central in developing and initiating the sec-
toral trade and industrial policies undertaken, for example. Moreover,
some French industries had little need [or state help. 1he French tire
and glass producers, for instance, adjusted without seeking aid or pro-
Lection.

Although perhaps not directly shaping preferences, the state, it has
been claimed, may alter the context of economic activity and thereby
condition hirms’ prelerences.'s For the French economy, the creation
of the European Common Market and the building of Arms into “na-
tional cham) ons” may have had this effect. The Common Market
helped ere export and multinational intercsts, which have since be-
come major supporters of thal international market. But important
support for the Common Market was evident among large, interna-
tionally oriented French firms before its inception.* Institutions and
socieral interests appear inierdependent here. Societal interests in {a-

" Nordiinger, Autonomy of the Demuiratic State, pp. 104-103.

= Ardagh, Frasice nvthe 1980n, pp. 30-40; Lysman, Gove nis, Markeis, and Grouth. ch
g: in another context, see Gilpm, U.S. Poner, who main the rise of ;ultinauonat
enterpi:se occwired in lirge part because of U.S. hegemony and the conducive environ-
ment that it provided (or U.S. enterprise.

v1Spe Jean-Frangois Hennart, “The Political Economy of Comparative Growth Rates:
The Case of France," in The Polircal Economy of Growth, ed. Dennis Mucller (New Haven:
Yale University Press, 198%), pp. 1y7-201; Wolfram Hanrcider and Graeme Auton, T/
Foreagn Policivs of West Cermany. France, and Briain (Eng.ewood Cliffs, N.[.: Prennice-Hall.
1980), p. 123.
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vor of the institution’s goals were important for its creation. Over
time, however, the institution promoted these inLeresAts, therchy estab-
lishing further support for itself. This interconnection suggests that
the institutional context in which firms operate may over ume influ-
ence firms’ calculations of their preferences, but that firms’ prefer-
ences may also aftect the institutions. .

The French stace's creation of large, favored firms—natipnal cham-
pions--may have also altered the economic context and thus Fu“ms"
preferences. But the creation of pational chgmpxons .lms provided
equivocal support for freer trade. Despi%c their !argr sice, niany na-
tional champions have remained domestically onen(‘ecAi, often due to
governmental pressure. These firms have been um.N.I“mg 1o sce their
domestic monopolies broken by foreign compeLtion. In contrast,
others have developed foreign operations, often despne the govern-
ments displeasure, and have become antiprotectionist forces. Thelse
policies to reshape the economy do not appear to have.hac.l 3 consis-
tent effect on firms’ trade preferences. The main point is thar al-
though firms may take nurerous factors into account in dcvcjloping
their preferences, a critical role is played by the extent of thei hink-
ages to the international ¢cononiy.

INTRA-INDUSTRY TRADE PoLITICS TN FRANCE

Rising interdependence has not only aliered firms’ preterences but
also has affected Lhe politics of industries. Interdependence h.as
spread through industries unevenly, leaving some firms “(:d. o the in-
lernational economy and others dependent on the domestic market.
This has rendered industries extremely divided in their prefevences
toward trade and has made developing a unified indusiry position on
wrade issues difficult. As chapier 7 argued, these intrasindustry dis-
putes have weakened proteclionist pressures. o

In France, trade politics have been aftecred by these divisions, .but
somewhal differem!v than in the United States. The internationaliza-
tion of French firms was accompanied by a policy of tostering concen-
ration within indush ies, which reduced the number of I'u‘m._: in caclh
industry. When combined with the policy (_)f national champions. this
growing concentration left many industries cm.nrolled .hy a smgl.e
French firm, which diminished the opportunity for intra-industry di-
vistons (0 arise. - N

The effects of these policies are evident in the French cases. Divi-
sions within these industries were less visible than among the 1970s
1°.S. cases. Only two of the six cases showed signs of strong intra-in-
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dustry divisions, and these were industries with low concentration and
no national champion. For instance, the footwear industry was split
bewween the antiprotectionist preferences of its four large, interna-
uonally onenied firms and the protectionist senuiments of its smaller
producers. Throughout the 1g70s the large firms resisted pressures
for market closure from the rest of the indusiry. In rhe manufacture
of watches and clocks, the entry of Matra, a large multinational, split
the industry in two. Matra initially resisted the smaller firms' protec-
tonist aitempts but then acquiesced to the imposition of selective quo-
tas. Internal divisions thus helped alleviate pressures for protection in
these industries.

In the tire, glass, and television cases, a dominant French firm con-
trolled the industry. The primary source of compeution for these
firms was foreign mulunationals. Industry divisions, if any existed,
centered around the national champion and its foreign comipetitors.
In general. these divisions were less apparent. Foreign firms partici-
pated in industry deliberations; however, their views were always sus-
pect, and their opposition rarely public.® In three of the four cases—
tires, glass, and pharmaceuticals—no divisions were evident, largely
becanse the dominam French firms were more interested in open
nmarkets than in protection. In the radio and television case, where
some divisions appeared, Thomson was pushing for protection. [ts at-
tempts to obtain protection {rom the EC were opposed by Philips and
to some extent by its French subsidiary, Radiotechnique. Within
Irance, these intra-industry divisions were barely evident. But at the
European level they nitially exercised an important brake on Thom-
son’s demands. Divisions between domestic and foreign firms may
thus be most likely to miligate protectionist pressures when interests
are brought together in an international arena, such as the EC.

As in the United States, intra-industry divisions among French firmns
weakened protectionist pressures, But by fostering concentration and
national champions, the French state reduced possibilities for internal
divisions. The relationship between firms and the state in France and
the United States differed. For the U.S. government, one source of
Hexibility was divisions among the firms within an industry. Conflict-
iy trade preferences within an industry either prevented formulation
of any mdustry-wide position or compromised the position presented
and allowed policy makers more room to maneuver. In contrast, the
French state was often torced to deal with the national champion it
had created. Resisting the appeals of such a rm was difficult because

I [nterviews.
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of the state’s interests in the firnt’s survival and prosperity. The state’s
“special relationshup” 1o these large firms reduced their conﬂicts of in-
terest and made opposing these firms more difficult. Ironically, the
slate’s creation of dominant national champions may have thus re-
duced 1ts autonomy from industry.*

TRADE PoLicY MAKING AND [NDUSTRY INFLULNCE

Do firms’ preferences affect trade policy outcomes? This fection dis-
cusses how the siructure of policy making allows business interests to
play an important role in shaping policy oculcomes. In mrl.nml:lr. it
examines how these inlerests are integrated inwo the policy process,
suggesting the nature of U.S. and French “policy networks” linking
state and sodety.?s

Much of the literature on French economiic polics making implies
that answers (o this question should differ greatly for the two coun-
tries. In these accounts, the French state is viewed as the primary de-
terminant of policy; societal interests are seen as sugndary at >hest.
French policy is “state-led.”»+ The French state is dC])lCI.Cd 48 hn.ghly
centrzlized, unified, and powerful relative to its decentralized, divided
societal actors; it is a very “swrong” state, “one which can exert indus-
trial leadership.””> The preferences of industries in this political struc-
ture are seen as much less important than they are in the Uniled
States. One scholar vbserves: “The [French] state is an autononious
and powerful player in the game, ofien able to force its will ;tg'ainst
the immediate wants and wishes of paracular industries and husiness-
men. This does not unply that the government acts against busim.iss
interests, simply that it can achieve collective outcomes not vtherwise
possible 6 .

In contrast, the U.S. state is viewed as a “weak” one- — decentralized,
divided against iiself, and easily permeated by socictal miterests. Ste-
phen Krasner describes ;¢

Of the countries examined . . . . the United Siates is probably closest
to the pole of [state] weakness. American policy makers have had a

- On the frenies of strong states. see Go [chn Tkenber hony of Staie Strength:
Comparative Resporsts to the Oil Shocks ol the 1ay0s. Internatimal Ovgan:ation 4o
(Winter 1g86):105-138. . .

< The (erm “policy networks™ cotnes trorn Kawenswemn, ed | Posier fmu Plenty. p. 308:

u Zue an, “French Siate in the [ntern. tional Leozomy™, Katzenstem, "Conclusion,” in
Po 7 and Plenty, ed. Kazenstein: Zysman, Governmerts, Alarkess, and Growth, ¢hs. 1, 8. 6.
v an. “French State in the Iniernationa) Econor.”? p. 265.

" 1bid.
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clear objective. . . . Indeed, if the state cannot formulate a set of co-
herent goals, it is difficult to defend the concept of the state at all.
Butimplementation in the face of domestic political oppaosition has
been another matter. It has been very difficult for Awerican central
decision makers to change the behavior of non-state domestic ac-
tors. Political leaders have relatively little command of material re-
sources, such as the control of credit, that can be used 1o offer in-
centives or make threacs. . .. Furthermore, the U S. political sysitem
offers its leaders few opportunites directly (o change the structure
of the economy. ... When [state] intervention has occurred, as in
the case of regulatory agencies or particular tax laws, the initiative
has come from the private sector more often than from the siate.

The closed, unified policy process in France thus is contrasted with the
open, fragmented U.S. process. .

I'his contrast appears to be overdrawn. Evidence in this study and
others reveals thal industries are deeply involved in the trade process
m both countries. The structure of policy making allows significant
industry influence in both, although the character of this involvement
differs in the two countries. Thus, knowledge of the policy making
structuve. as well as the preferences of industries, is crivical in both for
understanding policy outcomes.

Four characteristics of the policy process are often used to distin-
guish policy making in the United States and France: (1) the degree
of unity in the policy process (often the number of state actors in-
volved); (2) the extent of insulation of the policy-making bureaucracy:
(8) the number of policy instruments available; and {4) the coherence
ot policy makers’ goals.»* The less that eacl of these characterizes the
policy process, the “‘weaker” the state is seen to be, and the greater the
likelihood that societal influences can significantly affect the process.
The French state is seen as “strong” on each account. [ts purported
diftercnces from the United States are crucial here because, if Lrue,
they imply that industry preferences in France, even if formed inde-
pendently of the siate, should have minim:) effecrs on policy outcomes.

(1) Units of the State Policy-Making Structure

Studies of French policy making portray it as occurring in a highly
centealized and unified state, with decision making controlled by the
executive and, within rhat branch, by the Ministry of Finance and the

* Krasner, "U.S. Commercial and Monziary Po!ié,\'," p- 6G1.
*® Zysman, Couve: mnents, Marvkets, and Grr.ioth, PP- §00-301, has tr:ee differend criteria,
which overlap with those here.
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Prime Minister.?¢ Trade paolicy making in France, however, appears
much less unified than these accounts suggest. First of all, France de
jure has no independent trade policy. As many French policy makers
have explained, trade policy is made by the EC, uol ngrimmlly.':'”
Though oversiated, this point is important because most of the lmd.l-
tional trade policy making apparatus is located in Brussels, not Paris.
The negotiation and seuting of fariff rates and the use of GAT I-sanc-
tioned trade measures— such as antidumping, counervailing duty,
and escape clause measures- restin the hands of the Communily. An-
alogues 1o the U.S. Iniernational Trade Commission and the Special
Trade Represeniative are found in the Furopean Community Com-
mission.

Within France, however, mechanisms exist Lo shape French posi-
Lions on wrade. The Direction for External Economic Relations (DREE),
auached before 1975 to the Ministry of Finance and afterward to the
Mirustry of Fareign Trade, is the central locus for defining French
positions within the EC.>* The Dret. also is responsible for Frer}ch €x-
port policies and the control of imports under its old systent of import
restrictions. Other ministries also shape policy. The Ministry of Indus-
try develops much secloral policy and handles trade complaints and
export aid. Industries often bring their complaints and demands first
to their division of the Ministry of Industry, as both the footwear and
the television praducers did."* The Ministry of Agriculture deals with

m Zysman, “French State in the [nternational Economy”: Katzenstein, “Canclusion,” in
Poteer and Plenty. ed. Katzenstein; Zysman, Governments, Markets, and Growti, <his. 1.3, 6.
Far s view of trade policy making, see S D. Cohen. Maki g of LS. International Lico-
nom. Poliiy, pvy 131-36. This notion of unity is simlar (o Michael Barzelay’s wlia of seg-
Ientation. He presents an zryument explaimng why segmentavon reduces (@ ostale's con-
ol vver s polivy-making apnuatus. See Michil Barzelay. The Polrticized Market Feonomy
(Berkeley: University of California fress, 19806).

s Milncr, “Res ~ling the Prote: :omst Temptatior.” See also James Adams and Chris-
Gan Stofl <. eds., French Indusirial Pol:x (Washingwon, D.C.. Brookiugs lustitution,
1986). esp pp. 17-20, who also note the growing (rag:r enation of industrial policy mak-
ing in France and the wncreu-ir.y role of the EC in it

" ] -M. Boiwin and H. Valluet, { ~ /mperiaians (Paris: Qui Est-ce Que. 1982). «<p. pp.
aR-121: United Nations, Le Contréle des Protiques Commer: wules Rests whves dan la CIF (New
York: 'mted Niions, 1977). esp. p. 1; Alain Garcia, "Les Instruments dc ia Politigue
Frangaise du Commuree Extérieur.” Notes ef Etudas Documentaires, nos. 4401 1405, Sep-
tember 2, 1977 PP- £3719

v Gargja. "Instruments” pp. 1.4-16; Xavier Beauchamp, Un Elat dans PEtat (Paris' Bor-
das, 176), pp.  7-22: Dominigue Joly, "La Regirie Frangaise du Controle du Com-
mo * (’h.D. di:-cration, Dijon, 1975).

- Zysman, “French Stace in the International Freuomy!” p. 265, also notes this in pass-
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all 2gricultural trade policy, while other ministries develop policies for
their “clients™ for example, the Ministry of Health oversees policy
affecting the pharmaceutical industry. The Minisiry of Foreign Af-
fairs watches over rrade policy developments generally to ensure that
they do not disturb relations with foreign governments,

Although not as directly involved with trade legislation as the U.S.
Congress is, the Irench parliament plays a significant role in commu-
nicating its members’ regional interests to the executive branch. This
role was particularly evident in cases where the indusury was concen-
tcated regionally. or the footwear, watch und clock, and tre indus-
tries, Airms’ problems and complamts sparked regional representa-
tives’ activities, which included not only launching local initiatives but
also pressing the national authorites 10 help the industries. All these
strands of 1rade activity are supposedly coordinated through an inter-
ministerial committee chaired by the Prime Minister. In reality the
role ot this committee seems limited, and policy making ofien lacks
centralized direction.

The tragmented French trade policy process provides many ave-
nues for industries to voice their preferences. An industry can petition
the EC or lodge its complaint with various national autherities. If the
EC resists its pressure, the industry can find allies at home 10 increase
pressure on the EC's Commission, as happened in the television casc.
If the Ministry of Finance or the pREE resists its appeals, it can turn 1o
its relevant ministry or regional representatives for help, as accurred
in the foowwear and pharmaceutical industries. Multiple channels of
access exist for industries to express their demands. These alternacives
give industries the ability to play one group off against another, as
they often do in the United Siates. For instance, in the late 1970s, the
pharmaceutical industry finally succeeded in having the state lift price
controls. which served to limit imports, from many af its goods by al-
lying with the ministries of Industry and of Healih tn its bate against
the Ministry of Yinance. Regional authorities and allies in one minis-
try, who can countervail another’s authority, enable industrics wo he
heard. Overall, trade policy making in France exhibits a fairly frag-
mented character, as it does in the United States.

Scholars bave frequenty characterized U.S. trade policy making as
highly fragmented, involving many different siale actors. + Constitu-
tionally, the U.S. Congress is in charge ol wrade policy instruments,

# Evidence of the fragmentation of U.S. (rade pol.cy making ts conwained in Krasne,
"U S Corimeraal and Monecary Policy”, Destler, Making Fureign Econemic Polscy, Cohen,
Making of LS. [nternationad Econuune Policy: Roberl Pastor, Pohivis of U.S. Foreizi Economic
Policy.
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such as the tanff, but since 1034 Congress has delegated much au-
tharity in this area to the executive branch. Relations belween Con-
gress and the executive over trade issues, nevertheless, tend to be con-
flictual, with Congress periodically remanding control. In addition, a
number of independent agencies and execulive departments—such as
the 1TC, STR, and the deparuments of Commerce, Treasury, State, and
Defensce ~share in policy making. The bureaucrauc politics model ap-
plies yuintessentally 1o the trade policy area. The large number of
actors and their often conflicting iurisdicions provide social actors
with multiple channels of access to and possibilities for influence over
the wrade policy process, as in France.

(2} Insulation of the Bureaucracy

France's bureaucracy has been portrayed as highly insulated from so-
cietal influence, given the bureaucrats’ similar backgrounds and
strong sprit du corps.ss Although French bureaucrats may constitute
a cohesive sonial group because they have similar social backgrounds
and educatjonal training, this does not necessarily set them apart from
other sectors of sociely. In fact, as Ezra Suleiman has shown, many
bureaucrats and husiness leaders share sumilar backgrounds, and bu-
reaucrats often niove to business positions.*® 'his has created a com-
munity among bureaucrats and business Jeaders. The two tend 1o have
easy access to one another, often through close personal relations.
Working groups crealed 1o develop policies for troubled industries
bring business Jeaders and bureaucrats into extended and (requent
concact, as evidence from the television industry makes clear. Indeed,
sorne scholars have pointed out the “quiet conspiracy” between these
wo groups in the determination of postwar economic policy.?? The
characterization of the French bureaucracy as a socially coherent
group may be accurate, but its insulatdon from other groups seems
overstated, given ils close relavons with business.

Politically, 1he bureaucracy’s independence from socieral actors is
also limited. The bureaucracy’s access 10 information and develop-
ment of policy expertise has not been achieved without indusury help.
[n a number of cases, the bureiucracy’s understanding of a particular

= On thew common backyiounds and espril du corps, see B a Suleiman. Polils,

Pawer, and Bureavcracy in France (Princeton: Princeion University $.1074); Ez2i Su-
letman, &2 in French S (Fiinceton, Princeron Univiisity Priss, 1 18).

St v, fley 1 wh Svceely, chs. 8, g.

=T following authors all Ciscuss t'ic “spedial re.tionship” between big busiress und

the state in France Shonlield, Moderm Cepitabsm, Michalet, “France,” esp. pp. 124-25;
Suleiznan, Poltires. o, and Bureaucra-v, esp. ch. 12.
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fndustry’s problems and the gathering of staristics on it depended on
mformation from the industry itself. Far instance, in the footwear,
wz_arch and clock, and television cases the best information on sales,
importj, and exporis were provided to the Minisury of Industry by the
mndustry associations. This information was important in Aeciding
what help the industry should be given. In these cases, moreover, the
industries themselves proposed their own industrial and trade poli-
cies. Some even negotiated their own volun@ary export agreements
with fareign prodycers and their governmenlts. The French bureau-
cracy does not appear independent from industry for its information
collection, policy planning, or implemencation.

The character of the relations between an industry and the bureau-
cracy in France may reduce decision makers’ autonomy. As others
have theorized, bureaucratss may sometimes be more willing than po)-
nicians 1o help industries under their auspices.s® In particular, when
pureaucracics have parrowly defined areas of jurisdiction and com-
pete with one another, keeping one’s clients happy is the key to retain-
ng, and perhaps expanding, one’s jurisdiction. Such conditions char-
acterice the French system, especially the Ministry of Industry. It is
organizer into sections dealing with specific industries, and it com-
petes with other ministries for control over these industries. In addi-
tion, the ministry’s sections have extensive, long-term relations, which
involve much bargaining and consensual decision making, with ctheir
industries -~as the foolwear, television, watch and clock, and pharma-
ceutical cases illustrate. In each case, the mdustry tended to inidate its
own proposils and then negotiate with the bureaucracy 1o obtain what
it wanted. Studies of the textile, steel, nuclear, and oil industries reveal
elements of this patiern as well. * The French bureaucracy thus seems

¥ Messerlin, “Bu - aucraces and the Politic® Fonomy of Prolection”, for . 1 :1irast-

ing view, se¢ LN bl Finger, H. Ko h Hall, qud Douyglas Nelwon, *The Polit: i Feon-
aimy of Admin - Protccucn,” Awmer onomic Revow 72 (June 1082):425-66.

¥ Messerlin, “Burerucracies and the a  Economy ot T‘ro!cc;ion," PP 40-43:
Harvey Feigenbunm, Fhe Poltinn of Pubhe wf er Od and the Fr ale (Princeton:
Prozeton University Press, 19853 Phillipe ! » Les Nuclonevats (C :noble; P:esses
Universita.ces de Grenable, 1958). For steel, see Peter Hail, Janice Mocormick, and
Bruce Scott, “France Eners the 1530 ™ * no. 380-202, Harvard Busitess School,

1980; Geaftrey Shepard, Francois e ne, and Chustopher Saunders, eds., Europe’s
Indwstyie. Publw omd Private Strategaes. wicnge (Ithaca: Cornell  siversity Press, )Qéj),
esp. pn 66-6g For textiles, see Iynee Mytelki, “in Search of o rf'A n Slephén S.
Col:en i Peter Gouvreviteh, eds., Froe e wm a Troubled Woarid Lroreaniy (London: Buliey-
worths, 1a82): Runne Mahon and Lynne Mytelka, “Industry, the Stale, and the New
Prowiuionism,” fruernational OrZaniwation 57 (Autumn 1988) 75182 Shepurd et a’.. ¢d- .
Enrape’s Dndwstr ivx, esp. pp. 38-40.
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less insulated from industry than is often suggested. Rather, it appears
engaged in an extensive negotiating relalionship, which often pro-
duces mutually acceptable outcomes.

In contrast to the French, the U.S. bureaucracy is often character-
ized as fragmented and nonprofessional. Stalfed by many political ap-
pointees and lacking any common recruitmcnt bm:kgrouryd, 1.1.1i5 bu-
reancracy is open (o outside pressure and “capturable” by its clients.+
One comparative study of bureaucrats concludes:

Across the Auantic in the U.S., policy decisions are reached in a set-
ting of splintered and penetrable insttutions. [n a country without
a strong state tradiuon, lacking in central authority, possessed of a
virile individualistic ideology, and lacking well-developed parties,
decision making is highly polirical and depends on policy enurepre-
neurs. . . . American bureaucrats are required to play a more overtly
political game than any of their European counterparts: in Lhe_ ab-
sence of a clear and organized party will to carry our an organized
agenda, . .. bureaucrats in this country ol'ler‘l promate their own
agendas, encouraged by the fluidity of the policy environment.»

The U.S. bureaucracy is very political in its behavior and not insulated
fromn sociely, since the bureaucrats must act as “advocares. parusans,
and tribunes” for different political positions. i These aspects of the
bureaucracy and the fact that many political appointces come [rom
business make it permeable 1o inddstry influence. [n different but
analogous ways, therelore, industry in both nations has important
means of access (o the stare’s bureaucracy, as the cases confirm.

(3) The Number of Policy Instruments

The French state is ofien seen as possessing a plethora of policy in-
struments, due in part to its long history of intervention in the econ-
omy.® Though sizable, its array of wade and industrial policy instru-
ments is not vastly superior to those of the United States, however. In
the trade area, many instruments of French policy—those involving
tariff levels and unfair trade practices t:ave been turned over to the
EC. Unlike the United States, France cannot impose its own trade law

w Krasner, "U.S. Corrmeraial and Monewry Paiicy”, Katzenstein, "Canclusion.” in
Pow. r and Plenty, od. Katzenstein; Zysman, Goversnents, Markets, and Growth, pp. 266-81.

# Joel Aberbach, Roberr Putnam, and Dert Rockman, Bureauorats vad Poltwtans v
Wastern Democracies (Cambridze: Harvard University Press, 1981). p. 231.

v kb p. 257

o Zysman. “French State in the International Econcry”s Kazenstein, “Conclusion,” in
P0u:m"a nd Pleory. ed. Katzeastein; Zysman, Governments, Merlets, and Grouth, <1s 1, 3, 6.
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measures. The well-developed U.S. arsenal of legal procedures to re-
dross trade problents is not easily available to the French. [nstead, they
must petition the EC, a supranational body in which French interests
are only once among rthose of many other countries.!: Nor do the
French have the capacity 1o legislate trade assistance for particular in-
dustries, as the US. Congress does. Although these laws would con-
tradict GATT provisions, they are nonetheless possible in the United
States and unheard of in France.

On the other hand, the French possess an administrauve capability
for conwroiling unports. French trade laws developed in the 1930s
made import controls the rule and free trade the excepuon. Parts of
these laws sull exist, allowing bureaucrats to monitor and impose quo-
tas on imports, but much of their substance has been eliminated by
France’s decision to participate in the carr and the EC.45 Use of these
quetas has been foresworn and control of imports has devolved to the
EC. Nonetheless. quotas and negotiated import controls have devel-
oped in borth France and the United Siates. The proliferation of vol-
untary export restramts and other nontaritt barriers has affected the
two countries similarly.:® The use of import controls, then, is not re-
stricted 1o France. Qverall, in terms of traditional trade measures, the
French may actually be less well endowed than the Americans because
of the EC's important vole in French trade policy.

‘I'he French, it has been pointed out, have numerous nontraditonal
means of affecting trade. In addition 10 the use of standards, norms,
and governrcnt pracurement, all of which are available in the United
States, the French have recourse to industrial policy and export sub-
siclies. Many observers see industrial policy as a substitute for trade
policy.+” The primary elements of French industrial policy have in-

« Bouwtin aud Valluel, Les [npertatons, osp. pp. 94-95: David, Le Commerce Internationad,
pp- 189, 192-05; Stottuls, Grande Menace Indusivielle, p- 426; Milner, “Ressting the Pro-
tectionist Tea:ptation.”

1° Bowtin and Vallaet, Les Imjrrtations, esp. »p. 70-75: but these authors pamne out that
only § pezcent o all French imports, excludirg euer gy products, wre still under guotas.

" By the wid-1gRos about a third of all categories af rianutactured imports were sub-
Ject o sorie form of nontar M kirricr in both conmiies, This does not reean € 1
ip all of these categories were severcly restricted, however, Many nontaritt bai e
very uetfectivie comoared to wariffs or gquotas. William Cline, “"Exports of Manufactures
from Develoaing Gounnies.” Brookings Instuution, February 1682, typescript, table 2-3;
Hine. Political Ecovemy of Ewrvpran Trade, w224

47 Curzon Price. /ndisiial Polictes in the EC, p. 21; Stolfaés, Grande Menace Indistrelle;
Giordano, "Analysc de la Palitique Frangaise du Commerce Extérieur,” 1984. Bul Adams
and Stoffués. eds.. French [ndwstrial Policv. p. 18, also point our Friance's declining (onural
over its industrial policy 100ls since the EC has begun regulating the national usc of in-
struments such as induserizl subsidies,
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volved uwo measures. The first has been to promote the restructuring
of industries, usually meaning promaling concentration around the
leading firm(s) in the industry. The second has been to give aid for
R&D, exports, or simply as a production subsidy. For the cascs exam-
ined, the two have been intertwined: industries demanded aid and the
government offered it in return for the industrics’ agrecment o re-
structure. Both policics seek to render the industrics more compeu-
tve, but only aid has direct protectionist implications.

1 he amount of aid that industries receive is difficult w0 estimate,
because it comes in numerous forms. For instance, interest-rate subsi-
dies, whose effects are very difficult o calculate, arc a frequently used
device. Some estimates of this aid, however, do cxist. One observer
places total state aid 10 industry at 8 billien francs in 1972 and over 20
billion francs in 1979.% This accounted for roughly 3 percont of
French industrial production in 1979. But of 15 billion francs in rotal
aidd in 1976, 9.5 billion or only a ffth, we:t 1o promote exports.#
These export credits equaled 2 percent of France's total exports. In
addition to these ouiright credits, export insurance was provided by
the state’s Compagnie Francaise d’Assurances du Commerce Lxté-
rieur {Corace) to approximately one-third of all French exporis.s» Of
this siate aid, however, over 6o percent was channeled 10 five indus-
trial sectors—steel, shipbuilding, computers, elecironics, and aeronau-
tics.»* Export aid in France was thus limited both in its percentage of
total aid and in its distribution among industries.

Comparison af this with U.S. acuvity in the same area reveals snnilar
{+:els of expendiwres in both countries. In 1975 direct state aid (o ex-
ports totaled $27.3 million in France and $23.7 million in the United
States.’ Though the U S. figure is obviously a much lower percentage

# Chrisdan Stoffaés, “La Poliugue Indusuivlle,” Cours aux Sciences Po'iliques, vol. 1
1080, pp. 37-44. o

© Msani, Fnjeux et Conditicn. des Dipv.libres Extérieurs de la France. pp. 170-75. Trisis for
all ~are aid, bora direct znd indirea. See 4s0 Ac.ams and Swoftacs. eds., French Indust: '+l
Policy, p. 28

© La Vie Frangaise, April 22-28. 1985,

s Giordano, “Analyse de Ja Poliuque: Frangaise du Comu wree Extéricur,” 1982, p. 211
Giordane, “Analyse de la Palitique Frang.ise du Commerce Extéricur.” 1a8 : Adains and
Stofiaés, eds., French Industrial Policy. pp. 54-35.

> This figure + for just dircct siate aid to indusiry; see Les Echos, Februavy 24. 19%7.
Figures an export subsidies as a percentage of total manufaciurad exports ave: aged 4o-
45 percent for France and around 10 percent for the United States in the late 1g970s: see
Cline. ed., Trede Policy i the 198or, p. 32, and European M.anagement Forum (¢ vF), Re-
port on Tuernational Indistiwd Comprtitias oeos. 1984 (Geneva, =5 Foundation, 1984). p. 7,
“ale 1.3. Daia on all subsidies as a percentage of oxv place it al auout 2 to 2.5 percent
tor Fr:nc e in the 14705 .ind abowt 0.5 percent for the United States; see Shailendra An-
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of uts wotal exports, the absolute figures show that export subsidies are
an instrument available to either government. [n addition, govern-
ment funding ot R&D is very important in the United States as well as
in France. Public funding of industrial R&D us a percentage of total
funding (public and private} in 1979 was aboul 2q percent tor France
and 32 percent for the United States >+ These comparable hgures im-
ply that thie United States also has an active industrial policy, ane car-
ried out mainly in conjunction wich its defensc policy.

The French state’s contrel over credit has been cited as one primary
example of its ample means of control over societal actors.* But the
cuses suggest that this wsirument was rarely used as a “stick” toward
industry. Rather, financial aid was the “carrot” offered for indusiry
restructuring. The granting of aid seemed less the result of the state’s
autonomous ecisions than the result of a process of negotiation be-
tween wdustry and the siate, For example, the watch and clock indus-
Lry association presented its own rescue plans o the governrﬁent and
then spent a great deal of ume negotiating [or the aid it had requested
and argumg about how to restructure. This bargaining between the
two sides was common; il appeared in every case where aid was de-
manded. The French state did have ample negoliating leverage in this
process. In most cases, it was able (o prompt restructuring, even if not
desired by the industry. But this was a bargained outcome. Whether it
wanted to or not. the state paid for restructuring by giving aid to the
industry.

As has heen noted by other observers, relations appear far more
adversarial in the United States.» In the cases examined here, less
could be dane to induce industries to change their ways, but threats
and denials of help were possible. The threat of antitrust action was
userl in scveral of (he U.S. cases 1o force industries 1o back down [rom
making trade cornplaints. For instance, by impounding all of the ma-
chine ool industry’s documents in an antitrust suit, the government
prevented it from fihng a major trade complaint. The denial of indus-

J& 1, Lubair Igbal, Nahced Kurmani, and Lorenzo Peicz, Deuvlyyments in International
Trade Poliy (Washtnglon, D.C.. [MF, Occasional Paper no. 16. November 108z2), p. 561
and Lawrence Franko. in Gevald K, Helleiner, Helen Junz, and Lawrendar Tranko, Pro-
tectionrsm or Induitrial Adyustmer.t (Paris: Adantic Instituie, :980), p 39.

« eMF, Mndernutional (ndustrial Competitrueness. p 168,

t Zesomn, " French Siate in the Intern:tcnal keonomy”; Zysman, Gevernments, Markels,
and Growth, esp, chs. 2, 8, 6: and Pecer Hall, Governty ihe Economy: The Polics of State:
Intervention 1n Bruain and Fronce (New York: Oxford University Press, 1986), pp. 152-53.

+ E g, see Steven Keln, Regidativg Americe, Rey leting Sweden (Cambridge: MIT
Piess, 5981): David Vaogel, Netivnal Styles of Bege Lthaca: Cornell Usvirsiy Pross,
19806).
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try demands was also possible through the 11¢’s findings or presiden-
Li:;l decisions, as happened to the [ootwear industry several times.
Such denial and threats were less evident in France. ‘Lhere, the long-
standing, intimate relations between industries and the state fostered
the negotiated resolution of industry problews. Overall, the French
state did not appear to be significantly betier equipped with wade or
industrial policy instruments. Both countries had a jlethora of their
own, specific means for aiding industries.

(4) Coherence of State Policy Goals

French policy makers have been characterized as possessing a set of
goals, distince from much of their socety’s, by which they have di-
rected the French economy in the postwar period. The central aim of
French foreign policy has been the enhancemenl of national auton-
omy and influence. ® This has involved policies (o maximize Irench
economic power combined with attempts to minimize its external de-
pendence. Such goals have entailed promoting economic growth, cre-
ating and protecting strategic infant industries, and maintaining a
rough balance of payments to uphold the franc’s value through capitl
and import controis.

Evidence of a coherent policy following these goals is mixed for the
3970s, however, as it was for earlier periods.s? Trade and industrial
policy making in this decade have been characterized as “ad hoc, in-
consistent, and short term.”»8 Money was given (o ailing industries in
the hope that they would rccover, and protection was granted o var-
ious industries at times.”' As the cases here demonstrate, some sectors
received protection and aid—e.g.. foolwear, waiches and clocks, and
televisions- while larger and more significant industries in chfficulty

* Douglas Ashford, Policy and Politrs 1w France: Luing with Uncertainty (Philadelphia;
‘lemple University Press, 1982), pp. 148-52; Ardagh, Frauce v« the 19&us, ch. z: Kuisel,
Capuialism and the Siate 1 France, ch. 0, Edward Koiodzicy, French Interrational Po'icy under
De Geulle and Pomprdou (1thaca: Corncll University Pross, 1974). <hs. ), 4.

“ Vingent Wrigie, “Politcs and Administraton under the French Fifth Republic,” Po-
liticed Studses 22 (March 1973):44-65. is one of the fow 10 note thie earlier policies’ inco-
herence.

»® Giardano. “Analyse de la Politique Frangaise du Commerce Extérieur,” 1982, pp. 54-
57; scv also Bote, “La Politique Frangaise Corameraciale,” and Patnck Messerlin, “Recon-
quéie do Marché Intérieur ou Protectionmsme?™ in Internatonalivaton el Autonomie, ed.
Bourguinal

%9 Giordano, “Analyse d¢ ‘a Poliique Fr.:ncaise du Commecrce Extérieur,” 1982; Ste-
phen S, Cohen. “Informed Bewilderment: French Econcriy Strategy and the Crisis.” in
France in a Troubled World Economy, cd Cohen and Gourcvitch, Suzaane Berger, “Lame
Ducks and Natienal Cliatapions,” in The Fifth Republic at i wenty, cd, Andrews and Hoff-
mann, pp. 292-3)0.
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went without them—e.g., pharmaceuticals, tires, and glass. In the lac-
ter cases, the industries adjusted on their own; adjustment proceeded
through a “company-led” approach.® This haphazard “pautern” of
protection and aid in France docs not support a vision of palicy mak-
ers unilied in the pursuit of common goals, but rather one of a state
making ad hoc adjustments, in part to meet its industries’ demands.

Like the Americans, French policy makers in the 1g70s were in-
creasingly caught in the dilemma of how to preserve their national
autonomy in the tace of growing inlevnational interdependence. Ex-
ternal cconomic shocks multiplied, and the Freuch found it more and
more ditficult to pursue their long-standing aims. Their response did
not involye a coherent plan, bur rather a series of uncoordinated
measures and compromises designed 1o revive growth and allow for
some autonomy without disrupting their new unterdependence. In
1981 and 1982, when the Socialists undertook a concerred effort at
retiation, France’s consirained ability to pursue national goals was
starkly revealed.®' In the early 1g8os, greatly increased interdepeud-
ence frusirated French policy makers. Rather than reduce this inter-
dependence by closing the economy, the Socialists accepied it and in-
stead altered their domestic polides. The management of their
economy’s new integraton into the world marketplace thus proved a
conunuing and growing problem for the French from 1968 on, as it
did for many other advanced industrial countries, including the
United States.

In sum, the picture of the Freanch state drawn here is one much less
insulated {rom and imposing over its saciety than many characteriza-
tions suggest. This state canstantly negatiates with its industries; it
does not diciate palicy to them. Policy making concerning trade and
industrial issues seems less unified and not dominated by isolated bu-
reaucrats. Instead it involves frequent contact between business and
the state as well as dependence by bureaucrats on industries for help
in collecting information and implementing policies. Moreaver, the
policy instruments available in these issue areas do not seem much
more numerous than those available in the Uniled States. In addition,
Irench policy in the 19705 does not appear to have been a coherent,
planned effort in pursuit of well-established goals. It was rather a se-
ries of ad hoc measures, frequently prompted and designed by indus-
tries theinselves, Lo absorb the impact of the decade’s external shocks.

b Zysman, Goverwments, Markets, and Growth, in contrast, claims that the United States
follows a “campany-led” adjustment stratexy, while France fcllows a “srateJed” one.
@ Hall, Gove: ning the Economy. ch. 8, Kabler, "European Protectionisma *
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The traditional view of the French stale may have been more accu-
rate for the period before the 1970s. But the success 9[ the state 1n
transforming its sociely and increasing its intcgration into Lh? world
economy has altered the state and its relationship with its society. As
theorists concerned with the state have concluded:

Although strong, effective state interventions in e.conomic processes
may grow oul of coherent burcaucracies relatively dulOI.lOanlIJS
from dominant social classes, those very interventions are likely in
lime 10 lead to diminished state autonomy and capacities for further
intervention, because affected groups will mobilize 1o pressure state
authorities or to penetrate relevant parts of the state apparatus.™

This phenomenon, which reduced state autonomy, affected France
by the 1g70s for a number of reasons. According 1o one study, iL was

the evolution of French planning [that) began to erade the “etatism”
of the French state. To drive the French economy to new levels [of
growth}, the state forged an alliance with advanced sectors of capital
that radically narrawed the distance between itself and socicty. Al-
though plar{ning institutions grealy enhanced the capacity of the
French siate for strategic thinking, they did not ultimately improve
its cohesion. Mareaver, planning eroded the traditional bases on
which the state’s claim ta authority rested and forced policy-makers
10 seek new ways to legitimate their acuons.“s

Others maintain that the roots of the French state's problem lay in
opening its economy. This opening made planning excecdingl)" _dif-
ficult, forced the state 10 ally with indusiry to promeole competition,
and| fostered the growth of large, dynamic mulinational French firms
that were less dependent on the state. For these reasons and others,
the autonomy, insuladon, and coherence of the French state eroded
i the 19705,'311(1 the state that emerged was one more in contact with
and dependent npon 1ts major societal actars, especially business.

What does the picture here of the French policy process imply about
the French state, its relationship with business, and its “capacity” for
controlling political outcomes? First, as others have pointed out, this
question has no general answer. These relations and the state’s capac-
jly vary over lime, by issue, and by sector. As Johin Zysman notes, “a

“¢ Evans, Rueschemeyer, and Skocpol, eds., Bringug the State Back In, p. 42.

 Hall, Gevermng the Economy, p. 180.

8+ Mirhalet, “France.” pp. 115-22. Zysman, Goverin: nis, Markets, and Growth. pp. 150-
51, sevs a recluction in firms’ dependence on the state but not a loss of siate independ-
ence,
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government’s ability to act in one policy arena will be very different
from its ability 10 act in another.”% Confining ourselves o the trade
policy area, can anything be said about the French state and its capac-
ity to act, especially relative to the United States? 1¢ is clear that the
distincuon between the United States as a “weak” state and France -as
a “strong” one in the trade, and perhaps industrial, policy arena is not
accurate. What seems most important is the recegnition that the
Irench and American states. as advanced industrial democracies, are
constrained in similar ways. Other observers have pointed out:

In a complex industrial society like that of France, any government
is faced with a number of problems: it is canstrained by the past,
since vesterday's commitments and policies invariably provide to-
day’s basic priorities; it is faced with all che inherent problems of
managing an “intermediate economy” in an interdependent world;
it is tnhiibited by powerful interests entrenched in the various “palicy
communiuies’’; . .. it has at its disposal a vast but unwieldy, frag-
mented and divided state apparatus. And it has to win eJections.®

All elements in this but one apply equally well to the United States.
Quly America’s predominant economic role seems different. '1'he eco-
nomic hegemony it has wielded has freed it from many of the external
constraints that the French have faced, but not from the internal ones.
Although it is arguable that as a hegemon, the U.S. state was able to
pursue an “ideological foreign policy” divorced fram socieral interests,
it is clearer that the loss of U.S. compeltiveness in many seclors, a
manifestation of its hegemeonic decline, has intensified sociewal pres-
sures on the state.®?

As for the French state, it too faces Lhe same constraints that force
it Lo respond to socielal interests, especially business ones. In advanced
indusirial democracies, as Charles Lindblom argues, business has a
“privileged posilion” with the state because its economic performance
aftects the elecioral prospects of peliucians, who rherefore listen
closely to business demands. He characterizes the relation between the

v fysman, Gozornvivnts, Markets, and Grouth, p. 297, Howard Machin and Vincent
Wright, eds.. Economic Policy and Polwy-Making under the Mitterrand Presidency, 1981-84
(New York: St. Martia's Press, 1985), p. 21.

" Machin and Wright, Lconamic Policy under Meterrand. p. 34.

i The arguiucut about ideology is in Stephen Krasner, Defending the National Inderest
(Princeton: Princeton University Press. 1978), ch. g Later he discusses the consequences
of decliing hegemony; see Siephen Kiasuer, “The Tokyo Round: Parth alaristic Inter-
osts and Prospects for Sjabikly in che Globa. frading Sysiem,” /nte: national Studies Quar-
terly 23 (Decemher 1970):491-5711.
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French state and industry as “an explicit exchange of favors: industry
offers performance—expansion, relocation, technological innovation,
and the like—in exchange for governmental favors like tax rebates,
subsidies, or credit advances.”6® 'I'lis pattern was evident in our cases,
when indusrries offered better performance through rescruciuring in
exchange for state aid. Lindblom also notes the limits on this ex-
change: :

Obviously in no system do businessmen get all they ask for. The task
of government is Lo find responses to the demands of businessmen
sufficient to rootivate them to perform the tasks delegated to them,
but without simply wrning policy-making over to them lock, stock,
and bacvel. It is a task thut requires great skill if it 1s (o be done well
enough Lo maintain economic stability and growth.% '

Again, the cases hiere support this. Industries did not always get what
they wanted. T'he relationship between industry and the state in both
countries seems set within certain constramts that force the state o
include business demands in its policy deliberations. Within these con-
straints, however, the state has the capacity to act independendly, es-
pecially under certain circumstances, such as when firms in an indus-
try are severely divided in their preferences.

CONCLUSION

Rising international economic interdependence has been experienced
similarly in the United States and France. In both economies, firms'
growing ties to the world economy have altered their trade prefer-
ences, shifting them away from protectionism even in tumes of eco-
nomic disiress. As in the United States, firms in France with sizable
international ties were less protectionist than more domestically ori-
ented mdustries. The costs of protection motivated these (irms (o seek
other solutions to their problems. These costs, especially the loss of
competitiveness associated with a small home market, were often even
more imposing for the French. However, I'rench mterdependence
was less well established and more geographically limited than that of
the United States. France’s international tics developed most after
1958, and its mulunatonals remain small in comparison to those of
ibe United States. In addition. France's rics weve strongest within Eu-
rope. Resistance o protectionism in rance thus depended more on

~ Charles Lindblom, Poluics and Merlkets (Inew York: Basic Books. 1977), chs. 12, 17,
esp. p. 184,
" Ibid., p. 183,
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its export-oriented firms and was most powerful when involving the
Luropean market.

The change in firms’ preferences due 10 increased interdependence
has helped to divide industries on mauers of trade policy. Intra-in-
dustry disputes over trade have weakened pressures for protection.
But these divisions were less apparent in France than in the United
Stales. The government's policy of fostering concentration and na-
tional champions reduced some industries 10 one major firm. These
policies have limited intra-industry divisions in France and thus un-
dercut another source of resistance (o protection.

Finally, the French policy process bas shown Lhat firms’ preferences
helped shape trade policy outcomes. The traditional view of the
French state as a “strong” one—operating in isolation from its society
through 2 centralized structure run by professional bureaucrats, pos-
sessing clear and autonomous goals and all the instruments needed to
forward them—is challenged by our cases and other recent studies,
which point to a state in constani negotiation with its industries. This
state i the 1970s and early 198os at least was less centralized and less
well endowed with policy instrumencs than other accounts suggest. 1is
pelicy makers did not appear so isolated or independent, and its policy
was less coherent and long-term oriented. As in all advanced industrial
democracies, the preferences of its firms and industries were able to
influence trade and industrial policy outcomes because these groups
plaved an important role in the policy process.



