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Introduction 

 

In France, in 1982, industrial output represented, 28% of GDP. Today, this has fallen to 13,6% 

(Eurostat). Over the same period, the number of people employed in the industrial sector dropped 

from 5,575,000 to 3,300,000, and, between 2000 and 2009, 530,000 jobs were lost (Petitjean, 2011). 

France is undergoing deindustrialisation at an alarming rate. While the share of manufacturing 

industry represents, on average, 22.4% in the Euro zone, it accounts for 30% in Germany, 23.1% in 

Italy and only 10% in France. 

European economies are facing numerous challenges: globalisation, technological evolution, 

innovation and entrepreneurship or sustainable development as well as the new demands from 

society. 

It is for this reason that the debate on industrial policy has come back into the fore since the 

beginning of the decade and more specifically on how this policy is to be conducted. During recent 

months, the questions of the returning to protectionism, of “buying French,” have been having an 

effect on how French and European industrial policy are being conceived. The purpose of our paper 

is firstly to explain what an industrial policy is, in other words to present, briefly, the framework in 

which it can be placed and its inherent scope of action. The purpose is also to show how its doctrines 

are not always very comprehensible for the non-economists, a fact that has a consequent effect of 

rendering citizens’ decisions short-sighting. In addition, we will be proposing some guidelines for 

further reflexion. 

In order to do this, we will first explain the term of “industrial policy” itself, which covers several 

conceptions, including competition policy, both opposite and complementary. We will then come 

back to European industrial policy, to understand how it has progressed and been implemented at 

the level of European institutions. Finally, from this analytical grid, we will put forth three main 

guidelines for reflexion and moving ahead with a more robust and effective European policy. 
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1 - Industrial policy - what definition(s)? 

Industrial policy has always been, throughout its history, analysed and discussed as opposed to policy 

on competition. However, it turns out that opposition is not that obvious. In fact, the term “industrial 

policy” is still vague and unclear, since it covers several approaches covers currents of thought, which 

are more or less close to competition policy. Particularly in France, the influence of Colbertism on 

people’s minds has anchored industrial policy in a vision drastically opposed to the policy on 

competition. Colbertism proposed an interventionist vision, while the competition policy limited the 

role of the State. 

The ambition of this first paragraph is to clarify this concept and to remove biases of interpretation 

while proposing a common framework for analysis. 

In order to do this, we will come back for a moment to the origin of this notion in a broad historical 

perspective, and then we will point out how it developed through many branches. 

Generally speaking, the emergence of industrial policy is dated together with the mercantilism that 

took place in the 15th century. It comprised three forms: metal mercantilism, commercial 

mercantilism and, finally, industrial mercantilism, based on four main ideas (Barbet, 2007): 

I. industry is the source of economic power, 

II. trade is a source for creating wealth, 

III. the state structures industry in two ways: either directly, by controlling the industrial 

development, or by offering industrial protection, 

IV. there is a need for synergy between the state and the economic players, the true creators of 

wealth. 

We will pay more specific attention to Colbertism which is a particular branch of mercantilism. Why? 

It has profoundly influenced French industrial thinking and this will help us to understand better how 

French Colbertism could be an obstacle to the European cooperation if applied nationally. 

The Colbertism is based on several points: 

V. a strong state, that seeks power through economic means, 

VI. the state plays a leading role in industrial development and intervenes through the 

regulation, 

VII. association of strong protectionism for manufactured goods and the development of the 

exports of raw materials, 

VIII. objective: to increase the surplus of trade, 
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IX. the development by the state of the high value-added industries, 

X. a static state and the control of the movements of currency. 

The static view on economy meant, originally, that it was needed to fight foreign trade in order to 

enrich itself. It is obvious that the French thinking, defined by Colbertism, is more complex than 

these points presented here, but it retains in its structure an interventionist will and a weak place 

given to the autonomy of enterprises for their economic development. We believe that some points 

are important and should be retained, such as the support for high level value-added industries and 

the involvement of the state to address failures of the market. However, two elements should be 

distinguished. If for the protection of enterprises  Colbertism seems an interesting solution, excessive 

state involvement could, on the other hand, stifle innovation. A European solution should be found 

for our various industrial experiences and in any the case to think at the European level. 

From these characteristics we can identify three pillars common to any industrial policy in a historical 

perspective. First of all, a strong state is needed to be credible to coordinate the developmental 

priorities of an economic policy. In addition, the state must intervene in the economy in order to 

structure the economic environment. Finally, the state should not act alone; it has to cooperate with 

the economic players in order to generate synergies. These three conditions are necessary and 

sufficient to establish the existence of an industrial policy. However, one can see that all the subtlety 

of this type of policy consists in the fact that there are several different degrees in all three pillars. 

The state may be more or less strong, with the result that the emergence of national champions, 

such as under Colbertism, is not a necessity but an expression of a modality of the state to take 

control of the economy. 

The mercantilists are not the supporters of the economic liberalism, and indeed they will suffer from 

the criticism of the classical economists and the first theorists of free trade, such as the physiocrats. 

However, with the increasing complexity of economic theory, industrial policy is now approaching 

the theory of free trade, either by being subordinated to a policy of competition, as for a long time in 

Europe, or integrating competition policy, as in  Japan. 

Before explaining the various forms of industrial policy, we need to clarify the definition of 

competition policy that in Europe structures industrial policy (this implies that the three pillars of 

industrial policy are expressed at their lowest degree). 
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2 - Policy on competition 

 

Competition policy is based on two approaches. 

The first approach, from a pessimistic tradition, to which Europe is part, is based on the foundations 

of microeconomics and its standard theory. In other words, it is based on pure, perfect competition. 

For the purpose of this paper, we will identify the two main ideas concerning our approach: 

XI. atomicity, in other words a multitude of producers is needed so that enterprises cannot have 

any impact on the prices: they are price takers. In this way, the consumer is protected, 

XII. the prices charged by companies must converge toward their marginal cost. This helps to 

protect consumers by prohibiting any abuse of a dominant position. 

The philosophy of this doctrine can be found in the articles 81 and 82 of the European Commission 

(EC). Indeed, the first article condemns agreements when they lead to a price increase of around 

20%. The second, seeks to control the power of companies over markets, that to say, to ensure that 

they cannot independently influence independently put a price on competition. Thus, the market is 

considered the most efficient mechanism for the allocation of resources. 

 

2.1 A pragmatic approach 

The two concerns with this approach are a “stability” of prices and the limitation of powers of 

enterprises in order to be able to increase social welfare by allowing the “free play” of competition. 

The approach stresses the conflict between companies and consumers. In this perspective, any 

industrial policy becomes complicated because it is dramatically framed by the laws imposing the 

restriction of any assistance to enterprises, with the risk of increasing their power and damaging the 

welfare of consumers. In addition, where does employment come in with this vision? It is 

subordinated to the welfare of the consumer. The static view aiming to limit company profits in 

favour of benefits to the consumer thus denies all the dynamic perspectives to which the economy 

should be part.  

The second approach, from the optimistic tradition, considers, on the contrary, that enterprises are 

not necessarily “absolutely evil”, that large companies can also provide dynamic economies and that 

they are not out to ruin the consumer. In other words, that the existence of European champions is 

not inconsistent with social welfare. Competition is not so strictly analysed; it is analysed taking 

competitive potentials into account. What does count is not for competition to be effective, but that 
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the enterprises act as if competition existed. It is about an economic theory moving from pure and 

perfect competition to imperfect competition. This current of thought is clearly part of a dynamic 

perspective which no longer seeks to attempt to bully companies, but to understand their strategy, a 

stance that is impossible to reach from a short-term perspective. In this regard, the jurisprudence has 

greatly evolved so that Article 82, which had been strictly analysed strictly analysed for a long time as 

in the first vision, has now begun to be interpreted more loosely, focusing on the understanding of 

the economic mechanisms. 

Depending on whether one or the other approach is emphasised, the industrial policy will be 

completely modified (when the policy of competition is the priority). 

More pragmatically, we return to industrial policy by identifying, from this point, the means of 

actions. A policy aiming to protect the national leaders, an industrial lobbing policy, a sector-based 

policy in favour of strategic sectors, a “horizontal” industrial policy or a policy of competitiveness of 

the productive system represents all the facets of what can be meant by “industrial policy”. This 

concept covers many facets and has become a factor of confusion (Urtewedde, 2007). 

We can say today, two main conceptions predominate when it come to industrial policy. 

The first group denies any interest in industrial policy and innovation, unless these are exclusively 

horizontal. They are part of a pessimistic tradition of competition policy as only competition is able to 

shape industry in order to promote economic efficiency. Moreover, they argue that governments 

may be captives of electoral issues and that there is asymmetric information, when selecting the 

projects and the players (Encaoua and Guesnerie, 2006). Thus, there may be a windfall effect when 

projects are able to be financed without the contribution of public funds. On the other hand, the 

failure of the Calculation Plan in France reflects the fact that the state is not necessarily better 

positioned than private investors to predict the success of industrial projects. Generally speaking, 

such investments should be analysed separately from political considerations (Jamet, 2006). Thus, 

according to this conception, industrial policy should not be limited only to horizontal objectives: aid  

in setting up businesses, SME development, subsidies for the pre-competitive research, tax 

incentives for innovation, environment protection, education or training and for the rest the market 

must be left to get on with it. (Encaoua and Guesnerie, 2010). 

The second group, on the contrary, encourages a more proactive industrial policy. The most 

important justification for this position is based on market failures. It is part of an optimistic 

competition policy. Firstly, in case of very long term investments, the economic incentives do not 

exist or are few, and this it is up to the state to invest - often successfully (as in aeronautics, transport 

or nuclear power generation), (Encaoua and Guesnerie, 2006). What is more, the sectoral public aid 
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can have positive effects, i.e the social good being greater than the private one. This is particularly 

the case with R&D, the result of which provide benefits not only to the institution that funded it but 

also to other players. It is also highlights the necessity of coordinating the development of innovation 

by promoting the links between  basic and applied research and correcting the imperfections of the 

capital-risk market. Finally, the most frequently given example to justify this position is the growth of 

technical progress in the United States, following the Bayh-Dole Act of 1980. The latter allowed 

universities and public laboratories to make patents and sell exclusive licences to the private sector. 

In the same light, we can also cite the Small Business Act (which allocates a significant share of 

federal government procurement to SMEs), (Encaoua and Guesnerie, 2006). 

To conclude this first part, two schools of thought exist as regards industrial policy. While the first 

group sees industrial policy only for the horizontal policies, the second group imagines it as more 

interventionist and more proactive, which our paper supports. We are not convinced that it is right 

to have an industrial policy that is subordinated to competition. On the other hand, we share the 

idea that too much structural application of competition policy can hinder, particularly the innovative 

capacities of companies and therefore what is good for the consumer is not necessarily for the social 

welfare and jobs. 

To summarise, if we have to think strictly from an economic point of view, there is a strong 

opposition between industrial policy and competition policy. The latter reasons within the 

framework of a pure and perfect market. The industrial policy interferes in the economy, taking into 

account the vulnerabilities of the markets (for example, a high rate of returns) and controversial 

market theory. 

So as Coriat (1997, p. 306) underlines:  

“Economic theory limits the concept of ‘industrial policy’ to corrective action by the State to when 

the ‘market fails.’” 

He proposes the following definition of industrial policy which comprises (Coriat, 1997, p. 303) : 

“All the actions from government initiative, aimed, in a given phase of the markets and their 

organisation, at transferring resources (namely, in creating the situation of more or less long term 

‘rents’) in order to achieve specific objectives in terms of competitiveness of the enterprises affected 

by the scope of industrial policy.” 

This definition is the opposite of the doctrinal vision stating that markets are self-regulators. The new 

ideas of the economic theory introduce the need of state action in the case of increasing return, 

particularly to subsidise the new entrants to a market order to break any entrenched positions. 
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In the rest of the paper, when we discuss industrial policy, we will follow Coriat’s definition. Indeed, if 

we are not against competition policy per se, since some measures and markets, for instance energy, 

due to an effective regulatory measures, can, to some extent, function without the state action, 

other sectors need state intervention. In other words, the European framework should be more 

flexible to enable the States to jointly conduct large scale sectoral policy. The legitimate fear of such 

a policy is to keep some areas, parts of the value chain, while there are no longer the possibility of 

making them competitive, because it only takes price-based competitiveness into consideration. 

However, by setting long term goals, it would be quite possible to maintain certain sectors, some 

portions of the value chain, for a time in order to begin re-conversation of a sector, to update the 

means of production. Behind this idea, there is the belief that an industrial policy can serve as a 

strategic tool. But it is clear that it is out of the question to maintain the sectors, the parts of the 

valuable chain, that are condemned to extinction, only to prevent them disappearing. 

 

2.2 The approach of the European Doctrine: ordoliberalism 

The idea of this paragraph is to show how a doctrine, namely that of the Freiburg school, specifically 

called “Ordoliberalism” or the social market economy, has become the pillar of European integration. 

As Drexel reminds us (2011, p.8): “The very substance of the Treaty of Rome in 1957 has an economic 

character?” There is an important issue to understand the founding of the economic theory that 

made the construction of Europe possible, as this doctrine articulated the economic decisions taken 

at that time. Our ambition is to highlight the economic doctrines, for non-economists, in order to 

assert that every economic proposal is part of a vision, in a paradigm, and that, what is true in one 

paradigm may not be in another. 

It has been established that the industrial policy is conducted in two ways centred on the degree of 

state involvement in the economy: either the state is proactive, interventionist, or the role of the 

state is limited to a minimum or it is only there to preserve the canonical principles of competition.  

We will provide details below, but at the beginning Europe was built on double basis: an 

interventionist aspect: the Common Agricultural Policy (influenced by France) and a competitive, 

aspect under the influence of German Ordoliberals (Müller-Armack, one of the leading thinkers of 

this school was sent to negotiate the Common Market (Strassel, 2009)). 

The Ordoliberalism is based on two pillars: monetary stability and competition policy (the 

competitive order). The legal regulations form the framework to allow free competition. As Foucault 

points it out, this doesn’t mean that the state does not intervene, it acts as the final arbitrator, for 

example, to ensure competitiveness. However, it does not intervene in the process, that to say, in 
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particular policies, as the Keynesian stimulus policies can do. It is opposes the laissez-faire of the 

physiocrats to the extent that for the latter the economic order is spontaneously established (the 

economic actors define their own frame), and planning. The state should set the framework (the 

rules) in the economic processes but should not intervene in the process. The ideological structure of 

this doctrine is formed by an ideal "economic order" that does not correspond only to the 

democratic principles but also to the most worthy order for individuals” (Drexel, 2011, p. 430). This 

doctrine opposes the monopolisation of the economy, considering it as the foundation for the most 

dictatorships (Drexel, 2011).  

From this brief reminder, a doubling movement emerges. A strictly political vision carried out by the 

economic project. Therefore, the economic aspect should be depoliticised, the autonomous 

organisations and prices being the only coordinator. 

This choice of the German model at the beginning of the European integration is understood from a 

political view. 

By delegating to anonymous bodies such as European integration markets, Europe has avoided the 

brunt of conflicts of values and has prevented reviving latent conflicts. 

Still, the European economic crisis demonstrates the limits of this system and the need to use the 

political aspect. In our understanding, it is important to change this model so that the chosen eco-

nomic doctrine no longer has to be a doctrine that requires autonomy, but rather that combines a 

balance between political and economic needs. The Eurogroup, for example, is an attempt to imple-

ment politics in the economy, does not function well enough. 

 

2.3 The history of constructing industrial policy 

• From a sectoral policy to the Common Market 

Although the exact term of "industrial policy" does not appear in the Treaty of Rome (unlike the 

Common Agricultural Policy), the fact remains that Europe was built around the European  Coal and 

Steel Community (established 1952) and Euratom (1958). The ECSC had the goal then, for the first six 

Member States, to reduce coal production, while ensuring greater steel production by improving the 

production system. The first industrial policy was a success, both in terms of outcome (modernisation 

and reduction of production capacities of companies) and in terms of cooperation. The EEC provided, 

in its turn, a framework within which national companies had to modernise themselves, without 

letting the dimension of industrial policy appear clearly. The instruments used to carry out the 

restructuring process of the European steel industry were interventionist: financial measures, a 
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precise timetable for reducing production, quarterly charged prices, penalties and fines for non-

compliance with the community decisions... 

Following the observation of a delay of the European industry compared with the United States and 

Japan, the 70s saw the development of industrial policy programmes: "industrial and technology 

policy," emergence of the term community interest, the creation of an office of "approximation of 

companies," sectoral policies implemented or specific financial aids. However, despite these early 

initiatives, the national policies have continued to prevail and politics did little in practice (Combe et 

al., 1993). This experience demonstrates already (i) the European intentions to collaborate and 

coordinate public policies and (ii) (already) the difficulty of conveying the community interests ahead 

of national interests. Moreover, we must not forget that industrial policy, as we understand it, has no 

explicit legal basis from 1958 to 1972 (Coriat, 1997). 

In the early 80s, the European Community understood that it had to do better at the industrial level. 

So, it followed three areas of intervention: a common market, the coherent economic policies on 

social, a regional budgetary and monetary plan, and an industrial community policy. While the first 

two axes influenced economic environment, the third sought to implement and support 

reinforcement actions, or to catalyse national policies. Once again, this demonstrated the need for 

coordination and strengthening of national policies, but the lack of resources and of the 

supranational conviction, that would work for the community interests first, the implementation was 

limited (Combe et al., 1993). Thus, the idea of a "positive" European industrial policy remained at the 

draft stage. 

From the mid-80s, the inefficiency of the industrial policy was pointed out and a debate on 

colbertism of these policies followed. This culminated in the perspective of the common market, the 

establishment of a strong competition policy to the detriment of industrial policy, including two 

major areas: merger control and state aid. In 1989, an agreement was approved by the twelve 

Member States on the control of the concentrations, which are based solely on competition policy. 

The most important concept was then that of dominant position (and its abuse), without any 

industrial policy considerations. It is the same for the state aid, whose control was reinforced (Combe 

et al., 1993). However, as stressed by Coriat (1997), the Single European Act (1986) laid the legal 

basis for an affirmative action of the state in the area of research and development. 

In the early 90s, the Commission re-opened the debate on the policy, namely with a communication 

in 1990, the White Paper on "Growth, Competitiveness and Employment" in 1993 and the Green 

Paper on "Innovation" in 1995. However, in 1991, the Vice-President of the EC, Martin Bangemann, 

denounced all sectoral policies, the emergence of national champions, the policies of public orders, 
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etc. In other words, he believes that the state is unable to substitute itself for the market, due to 

informational asymmetries (Cohen and Lorenzi, 1997). 

Thus, while this decade is marked by the predominance of competition policy, these works open the 

way for communications of the 2000s that marked the return of European industrial policy. 

1. The return of industrial policy 

Three Communications of the Commission - in 2002, 2003 and 2004 - found the new conception of 

community on industrial policy as a horizontal policy aimed at creating a favourable environment for 

innovation and business competitiveness. The "New Industrial Policy" of the European Commission 

intended to be a pillar of the revival of the Lisbon Strategy, is in reality a continuation of these texts. 

It consists of a set of proposals submitted in 2005 by the Commission in various documents: the 

Framework Programme for Competitiveness and Innovation (CIP), the communication on 

manufacturing, the Communication on the implementation of the Lisbon Community programme in 

the fields of research and innovation and the seventh Framework Programme for Research and 

Technological Development (7th FPRTD). It highlights, through horizontal and vertical actions, the 

promotion of innovation, knowledge and research (R & D investment to 3% of GDP, development of 

technological platforms), or entrepreneurship (ease of access to finance), or access to products more 

environmentally friendly (dissemination of clean technologies). Horizontal initiatives include, for 

example, the work on property rights, on an integrated approach to the research and innovation or 

competitiveness poles, while the sectoral initiatives include the work on chemicals, pharmaceuticals 

or biotechnologies. 

We can schematise the major elements as follows (Jamet, 2006): 

- ensuring an effective protection of intellectual property with an agreement on the issue of the 

Community patent, but also on the fighting against counterfeiting and piracy, 

- improving the regulatory environment, including simplifying existing technical regulations on the 

health or safety, 

- strengthening the role of SMEs in innovation: technology transfer to SMEs, a greater role in 

European research programmes, 

- funding for community projects, 

- supporting sectoral adjustments with the idea to better organising sectoral restructuring, 

- preparing for the future, through the development of a new commercial strategy for access to 

international markets, assessment the need for industry skills in terms of competence and the 

coherence of competition policies and the environment to development an integrated approach, 
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- funding of this policy. 

 

3 - The areas of development for future industrial policy: for the 

abandonment of  competition between states in favour of strong 

cooperation 

 

3.1 Modifying treaties 

We believe it is necessary to limit competition policy to some economic sectors such as 

telecommunications. This, therefore, implies that the state should "intervene" (or rather influence) 

more in other economic sectors. When we speak about the state, there are two things to remember. 

First, we place it at the European level and then into a political and decentralised (regionalised) 

dimension. On the other hand, it is necessary to create an organisational form (forms) that can 

reflect the economic imperatives of stability without neglecting the political dimension that has to 

undertake the economy during this period of industrial change. 

The challenge, in our understanding, is not really protectionism, but to find an organisational and 

regulatory form that could structure the European economy. These are not the rules that should 

allow this "automatic" structure; this is up to an organisation or organisations to undertake, to find a 

common path. The fear is obviously that of an interventionist organisation would create political 

conflicts as threatening the sovereignty of the states, that is why it is not a question of an 

interventionist organisation but of an organisation that leads an industrial transformation. This 

means defining the strong development priorities to cooperate (path definition), allowing know-how 

to emerge, the most relevant business and organisational models. For this, we must consolidate 

European culture, because it is very clear that applying a model to another country, will not function. 

It is necessary therefore to eliminate the competition between states at the economical level. There 

is a need for political institutions that can have the legitimacy to intervene, to guide and structure 

the European economy. The liberal theory which inspires the treaties assumes that the economies 

will spontaneously find the best way to organise themselves. Therefore, opening markets, economic 

integration should occur naturally. But what do we see? The competitive order encourages countries 

to take advantage of inequalities. The policies of economic and social rebalancing under the 

ordoliberal doctrine are not set up, that is to say, the ability to carry out political reforms as during 

crises (Ordnungspolitik). The competitive system (the competitive order) is a doctrine that needs 

economic stability, each failure threatens the overall architecture by contagion, because if the 
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process is stuck, there are the rules that are immediately criticised and therefore treated. We must 

find a more responsive politicised system, which does not exclude the political dimension, without 

choosing the French model. 

The industrial policy, as we can understand, is foreseen for the long term, Europe needs industrial 

change, Europe, therefore, needs a common industrial policy. 

 

3.2 For an industrial strategy based on supranational champions and the value chain 

Europe is in a strong contradiction. On one hand, the existence of national champions, mainly in 

France, Italy and Germany clearly indicates a preference for national industrial development. This 

preference is reinforced by public policies aimed at consolidating these national champions, 

particularly in France with the competiveness poles. On the other hand, the difficulty for European 

companies to merge together appeared mainly for two reasons. Firstly, for political concerns which 

clearly form a selfish policy of each state, to preserve a readability and high global prestige through 

their businesses. Secondly, the European antitrust policy discourages any such initiative through the 

abuse of dominant position and the article prohibiting collusion. It should be noted once again that 

we do not question the merits of those articles that provide some degree of consumer protection, 

since the agreements, mergers and abuses of dominant positions lead to increased prices and a 

deterioration in consumer surplus and its purchasing power. 

So far, it seems important to reconsider their application. Indeed, European policy as any other policy 

of strict competition, focuses on price stability. Nevertheless, by focusing only on tariffs, Europe has 

often neglected the positive impacts in terms of innovation in the formation of large companies at a 

European level. We can list two economic advantages and one political advantage. From the 

economic point of view, facing intense competition, European companies are interested in pooling 

their strength to gain new markets, to consolidate their international position. In other words, we 

believe that the large European companies are less interested in competing on international markets 

than in cooperating. Moreover, what is true at national levels is valid at the European level: the 

emergence of European champions would strengthen the European industrial structure with driving 

companies that would help attract SMEs. Finally, from the political point of view, the emergence of 

European champions would strengthen the power of Europe while allowing it to attract foreign 

capital.  

Finally, it seems useful to conclude by also placing industrial policy in the context of globalisation 

once more. We have seen that the number of employees in the industrial sector decreased in France, 

as in Europe. The question does not arise of whether globalisation is beneficial or not. It is a question 
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of knowing how to adapt it to the industrial level. Indeed, emerging markets allow, for example, the 

desirable decrease of costs for consumers. 

If we recall the terminology of Pierre-Noel Giraud, there are the so-called sedentary jobs and other 

so-called nomadic jobs. The sedentary jobs represent the services and public service, which are sub-

ject to little or no international competition. The nomadic jobs, representing 28% of French workers 

(2008), correspond to agriculture, industry and related services industry. These jobs are subject to 

international competition and can be put off-shore. We retain two conclusions from the analysis of 

Pierre-Noel Giraud: it is crucial for a company to maintain (and in the case of France, to increase) 

nomadic jobs and this should not be the preoccupation of industries to preserve but of the value-

chain parts to preserve. It is this question that a strong and present European industrial policy should 

answer and should try find short, mid and long term solutions for, in order to make European indus-

try become again competitive on worldwide. The R&D efforts are among the solutions but other, 

more protectionist ones can also be presented. As such, the example given by Giraud deserves fur-

ther consideration: to treat such countries as China and India as they treat us, and namely to intro-

duce an obligation of a minimum European value-added in order to benefit from the Common Mar-

ket. 

 

3.3 Coordination of public policy for R&D 

The idea of European coordination is based on two arguments: from one side, the policy of a state 

generates externalities for other states, and from another side, the increasing returns to scale makes 

a more effective policy at supranational level (Tabellini and Wyplocz, 2004). 

Innovation is at the heart of all economic policies. There are two main approaches. The first approach 

considers that free competition is enough of an incentive; the second approach is part of a more 

interventionist views insofar as the state plays a more important role. Europe, until 2005, thought 

that competition should be the single coordinator of innovation. Since then, the need to use a policy 

involving a stronger state role is felt to address the lack of dynamism of European companies. 

We believe that competition is actually a vector needed to develop innovation. So far, it appears 

insufficient. The French state in reference to the Beffa report reflects this logic. The latter involves 

greater involvement of the French state in terms of innovation by also allocating public funds to the 

key and determining sectors in the near future. By allowing the free play of competition, the main 

risk is to see certain areas of research abandoned as unsustainable for the short term, such as the 

biotechnologies. 
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However, two pitfalls should be avoided in innovation. The French vision implies a too interventionist 

innovation or an innovation that cannot be done by decree. In this sense it is important that the role 

of the state is to limit using, on one hand, the aid to basic research and not to the upstream 

determination in of projects (QUAERO) and, on the other hand, to an reforming of the means of 

financing at the European level. The French strategy was, in our opinion, a good example, not to be 

followed. The creation of pole of competitiveness was a great idea, because it was part of the 

Marshallian vision of industrial territory. In other words, when the companies are in the same place, 

then deas are exchanged, retaken, transformed and readapted and, thus, allow innovation. Only that 

this agglomeration occurs spontaneously. This socio-industrial texture should exist in order to look 

for external effects, but, nevertheless, it should not be created from every preexisteing piece, even if 

it is a satellite or purely Marshallian district. 

Thus, we believe that the idea of applying to Europe the American of the model of venture capital is 

not a good solution. For cultural reasons firstly and philosophically, secondly. It seems more relevant 

for us that, firstly, the banks endorse this role, investing more as stakeholders (it is probably needed 

to limit the intensity of competition). Finally, Europe should adopt an innovation agency, such as 

ANVAR in France, in order to stimulate research and thus to move more structurally the issues of 

innovation to the supranational level, to avoid the competition between countries, to strengthen 

cooperation and to concentrate financial resources. 

 

3.4 Sectoral rebalance in Europe in order to have sectoral specialised regions 

The last area of increased cooperation in Europe is at a geographical level; the idea of specialisation 

referring to clusters or to competency poles (developed in France under the term “cluster-pôle de 

compétitivité”). The purpose of such poles is, for a designed area, to accumulate technical know-how 

to enjoy a comparative advantage at regional and global levels. At a theoretical level, the 

establishements of these poles were formulated by Ricardo (comparative advantage), developed by 

Marshall (agglomeration economy) and the term of cluster was introduced and popularised by Por-

ter. The purpose of these clusters is threefold: increase the productivity of companies belonging to 

the cluster, encourage innovation and stimulate the creation of new businesses in the area. The most 

famous example worldwide is probably the Silicon Valley that converge research centres, universities 

and companies in the field of the high technology. The Bangalore region in India is also a pivot in 

terms of R&D technology at world level. In Europe, some regions are also developing clusters, as in 

France with Grenoble, Toulouse, or in other European countries (via funds of GD Regional Policy). 

However, as we have recently noticed, Europe can not become strong until the moment when it will 
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function as such and not as a sum of 27 Member States when there are needs, desires, and diverging 

opinions. 

Thus, two lines of development are expected at European level at cluster level: (i) a European reflec-

tion and (ii) cross-border clusters. In the first, instead of reflecting state-by-state opinion in terms of 

needs and competencies, it would be convenient for this approach to be done at  the European level, 

where specific funds are allocated according to criteria of economic, technological, human and social 

potentials. For the second, there is, to date, only one example of cross-border competence cluster: 

BioValley, Europe's leader in the field of life sciences, which focuses on three areas of the Upper 

Rhine in France, Germany and Switzerland. This success should be followed by other initiatives that 

would help to feel better the potential that Europe offers to its individual Member States. 

 

 

Conclusions 

 

The aim of this paper was to demonstrate the merits of an economic interventionist European indus-

trial policy, in addition to policy on competition, so as to overcome market imperfections. 

A great deal of progress has been made, both in terms of the doctrinal position of the European 

Commission and in terms of setting up "real" economic policies. Nevertheless, there is still a long 

road ahead before we can declare the existence of a “European industrial policy.” The main problem 

today refers to the positioning of the states, that favour their national champions at the international 

and European levels at the expense of thinking in terms of the supranational. This leads, for example, 

Alternatives Economiques (Duval, 2011), to describing as "utopian" the perspective of such a policy 

at a European level. However, the salvation - namely the economic one - for the European Union and 

its Member States at the international level is to be found a greater cooperation between states, 

whether in terms of R&D or in the spatial organisation of the competencies.  
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