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EVOLUTION
OF THE LARGE FIRM IN FRANCE
IN COMPARATIVE PERSPECTIVE

by Bruce KOGUT
The Wharton School - University of Pennsylvania

Les travaux récents sur I’histoire économique de la France soulignent
la régularité de sa croissance sur deux siécles. Les sources de cette
croissance proviennent avant tout de la vague de création d’entre-
prises dans le dernier tiers du XIX® siécle, c’est-a-dire dans une période
de forte concurrence nationale et internationale. A Ia veille de la
Premiére Guerre mondiale, la distribution par taille des firmes fran-
caises était comparable a celles des autres grands pays. Le XX siécle
n’a fait qu’accroitre ces corrélations. La différence francaise porte sur
Ia formation des groupes et sur 'intervention de I’Etat.

Because the generation of large firms is
frequently considered to be an index of the
economic maturation of a large country, the
listing of large public companies that have
emerged over time has been of considerable
interest. The enumeration of the giant firms
has been accomplished for a number of
countries, especially the United States, the
United Kingdom, Germany, and Japan. The
efforts of Chandler (1990) are especially
well-known(V.

The great advances in capitalist econo-
mies over the past two hundred years have
ridden on the back of the creation of firms
that pursue appropriable gains in return for
their organization of capital and labor. This
process of birth and growth has varied dra-
matically across the ensemblage of coun-
tries, but has resulted in a common feature
of all advanced -capitalist economies,
namely, the creation, in Prais' terms, of the
giant enterprise. Along with the creation of

these firms has come remarkable changes in
the corporate law governing legal form that
has permitted increasingly the separation of
risk bearing from direct management.

Of the advanced industrial countries,
France has been peculiarly neglected in this
regard. In an impressive study to which we
will repeatedly return, Jacques Houssiaux

[ would like to acknowledge the excellent research assistance of Monika Knutsson and Sushma Trousdale, and the
advice and comments of Al Chandler, Patrick Fridenson, Takashi Hikino and Daniel Raff. I am grateful for the use
of the business library of Institut d’histoire économique et sociale at University of Paris I, where most of the ori-
ginal work was done in 1992. The Reginald H. Jones Center provided financial assistance to this project.

(1) See his appendices, prepared by Takashi Hikino, which cover the countries of the U.K., Germany, and the U.S
for three panels. Fruin (1992) provides similar panels for Japan. Many other lists exist for these and other coun-
tries, but for different time periods than the ones used in this study.
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(1957) analyzed the competitive implica-
tions of the 100 largest non-financial firms
for 1912, 1936, and 1952, years that corres-
pond closely by chance to the years.-of
Chandler's panel for other countfies®.
Recently, Michael Smith (1993) has prepa-
red a list of the largest industrial 100 firms
in France for 1912.

This paper places in comparative pers-
pective the 200 largest French industrial
firms using Houssiaux's initial listing. The
sectoral distribution of giant French firms is
strikingly similar to that found for other
countries. As noted by other commentators,
French manufacturing firms had been,
however, smaller than their counterparts in
other advanced industrial countries. In light
of what we know about the role played by
small and medium size firms in some eco-
nomies, we argue that this smaller size pro-
vides rather weak evidence to support infe-
rences on the relative maturity of a
country®. Placed in the context of the pro-
cess of firm birth and growth, France stands
out as prominently successful in the crea-
tion of new firms at the turn of the century
and in the subsequent stability of the survi-
val of its giant firms.

The thesis of the driving force of large
firms on capitalist development is a com-
plex one, for the very reason that economic
development should also affect the opportu-
nities of growth of individual firms. A good
benchmark process to have in mind is the
statistical description advanced by Prais
(1976) regarding the spontaneous drift of
large firms. Given an initial population of
small firms, random drift (be the process log
normal or not) will generate giant firms over
time responsible for a proportionately large
share of production. There are many reasons
to believe that such a description is inaccu-

rate: markets are limited 10, in size due to
demand or legal constraints, growth can be
affected by (dis)economies of scale; and
mergers can be a predominant influence™.
Indeed, the entreprencurial process suc-
ceeds only insofar that old institutional
constraints on organizational growth are
dissolved. But the underlying intuition of
Prais is a sound one: the generation of giant
firms points to the importance of the condi-
tions of entrepreneurship and opportunity in
a sector and country. It is these conditions
that we seek to highlight as providing the
interpretative context of the analysis of the
listing of the largest French industrial firms
for 1912, 1936, and 1952.

OVERVIEW

To what end do these lists serve? The
primary purpose has been two fold. The first
is to determine in which industries did large
enterprises emerge. This exercise was
undertaken by Chandler, among others, in
the context of the U.S., principally in
reference to the adoption of modern forms
of management. The second has been to
infer the rate of managerial progress among
countries. Both of these purposes proceed
by comparison, the first among industries
and firms, the latter among countries.

The implications of this argument can be
expressed as the following. Certain industries
tend toward large enterprises due to inherent
economies of scale and scope. Scale econo-
mies are realized through the building of
large factories and operations; scope econo-
mies are realized through distribution sys-
tems or through the propensity of some kinds
of technologies to offer opportunities of
divetsification into related fields. Within

i
(2) Kinghorn and Nye (1996) used the Houssiaux listing.

(3) In fact it is unclear, as Kinghorn & Nye (1996) show that France had smaller average plant sizes than the U.S.

(4) See Hannah and Kay (1977).
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BRUCE KOGUT

these industries, a few firms rise to domi-
nance due to their first mover advantages in
exploiting these economies and in develo-
ping modern methods of management.

The conclusions regarding countries are
more subtle, because the general thesis of
inherent economies must now be tempered
by consideration of the national environ-
ment. Thus, in order to understand why
Germany and the United States surpassed
Great Britain, Chandler (1990) and others
propose theses regarding the character of
national systems. The U.S. is labeled as
« managerial capitalism »; Germany as
« cooperative capitalism »; and the U.K. as
« personal capitalism ». The latter is viewed
as inferior, because of the inefficient inter-
vention of family interests in the manage-
ment of these large concerns.

This style of argumentation, while hea-
tedly debated regarding its accuracy, has
been impressively influential. (See, in parti-
cular, Hannah, 1997, for dissenting evi-
dence.) A good example of its influence has
been its application to France. At the end of
World War II, France appeared as backward
in comparison to the U.S., England, or
Germany. Its economy was still surprisingly
rural; the low investment rates from 1936 to
1945 were reflected in a capital stock at
least 10 years old.

The small size of French firms was part of
the evidence that led David Landes (1949) to
write of the failed entrepreneurship in the
French economy. This thesis, amplified by
considerations of more complex economic
factors as well as cultural aptitudes, was lar-
gely accepted by Kindleberger (1964) in his
comparison of Britain and France. As late as
1980, Lévy-Leboyer, who in general has
been a proponent of the positive characteris-
tics of the evolution of French firms, never-

b

theless wrote of the « managerial gap » bet-
ween French firms and their counterparts in
other advanced economies.

This view has fallen in disfavor. In a
more recent study, O'Brien and Keydar
argue against the thesis of Landes and
Kindleberger®:

Our central point is that something cal-
led relative backwardness cannot be infer-
red from characteristic features of French
industrialization, even where they could be
shown to differ from the British pattern.
Industrialization in France simply took
place in a different legal, political, and cul-
tural tradition and it does not seem to be
illuminating to single out elements of that
process as symptoms of relative backward-
ness...(O’Brien and Keydar, 1978: 21).

In the volumes on French industrial his-
tory assembled by Braudel and Labrousse,
they note that the size distribution of largest
establishments in France fell from 1931 to
1954. But they caution, this distribution is
common to the pattern found in Italy and
Japan, and one cannot infer a departure
from a presumed optimum exhibiting grea-
ter economies of scale (Braudel and
Labrousse, 1979: 774). In a more recent
study, Lévy-Leboyer (1991) has also argued
that this view of a « Malthusian » France
needs to be reconsidered as essentially the
effect of a disastrous period in the 1930s
and World War 1I that disrupted an other-
wise remarkable French resurgence in the
first third and second half of this century.

To develop this thesis further, it would
be useful to understand the generation of
large firms as arising out of the unusual
burst of entrepreneurial energies at the end
of the last century. Did France fail, as so
often is claimed, to participate in this
second industrial revolution?

(5) Cameron (1961: 503) also strikes a positive assessment of French economic accomplishments, even for the per-
iod of the 19th century during which France clearly lost ground. He points to the innovations in bank organization,
railways, and new industries (e.g. glass, mining, metallurgy).
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The cause of this difference can be
partly explained by differences in the timing
and nature of national legislation. The Joint-
Stock Companies Act came into being 4fi
1856 in Britain. This Act encouraged grea-
ter investment at less risk to the investor as
the investor was only liable for the capital
subscribed. In return for this limited lia-
bility the investor\shareholder was entitled
to a share of the company profits in the form
of dividends. This, coupled with the fact
that « British legislation governing the for-
mation and operation of limited liability
companies imposed among the least requi-
rement of information disclosure to share-
holders or outsiders of any major economy
in the world, with the exception of the
United States of America », encouraged
company formations in the early years of
the Act (Foreman-Peck, 1990: 34-35).
However, due to the lax rules for incorpora-
tion there was a very high failure rate ari-
sing from the moral hazard imposed on pro-
moters of new companies. Fraudulent
behavior was rife during the first years of
the Act especially in the finance, insurance
and banking sectors. With the introduction
of the 1883 Bankruptcy Act and the 1890
Winding Up Act the incentive to invest
became greater. As the figures in Table 1
show, company formation from 1880
onwards increased dramatically.

France introduced its equivalent to the
Joint-Stock Companies Act in 1807. The
1807 Code de Commerce recognized three
types of businesses:

1. Société en nom collectif (regular part-
nership);

2. Société en commandite (limited lia-
bility to sleeping partners, unlimited
liability to managing partners);

|

3. Société anonyme (both managers and
shareholders had limited liability).

The société en commandite could also
issue shares (par action) to avoid dissolution
at the times of change in ownership, a form
particular favored by all the new steel firms in
the early to mid 19th century. In general, 400
to 600 new firms were created per year by this
vehicle in the 1840s, rising up to a 1000 in the
decade after (Woronoff, 1994: 261).

The capital requirements of most of the
new firms did not average more than 100,00
francs in the mid 1800s. However some
were quite large. To establish a factory
along British lines could require 2-4 million
francs. The new company established by Le
Creusot in 1836 had a capitalized value of 4
million, and would grow to 33 millions by
1881. Its value in 1836 would have placed it
at the bottom of the 200 largest industrial
companies in France in 1812 (without
adjusting for prices).

Despite the earlier legislative recogni-
tion of the limited liability type of company,
the first 10 years of the Code saw the for-
mation of fewer than 20 sociétés anonymes,
and only 616 such company formations bet-
ween 1817 and 186719, This low rate of
formation can be attributed partly to the
more stringent laws. The Conseil d'Etat exa-
mined all applications for the formation of
société anonyme in great detail for legiti-
macy and even attempted to assess the pro-
bable success of such companies.
Furthermore all capital had to be subscribed
in advance. Existing operations had to be
discontinued before a société anonyme
application could be made - this obviously
discouraged collectif and commandite types
of companies from adopting limited liability
especially in the light of the fact that the
success of the anonyme application was not

(10) Freedeman (1979: 196). Woronoff (1994: 262) cites the number as 617. Similar motives to borrow from
Germany influenced the 1925 change in French corporate law that permitted a new kind of company — la Société
a responsabilité limitée or SARL — modeled on the Geselischaft mit beschraenkter Haftung or GmbH.
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French mortality data do not look worse than
what is found in Scotland. Payne (1980: 34)
estimates the mean average life of Scottish
limited liability companies to be 16.4 years.
(A measure more appropriate to comparison
would have been the median life.) Nenadic
(1990) reports Scottish data that show a mor-
tality rate as high as one-third at the end of
the first year for some trades, but some of
these firms were reconstituted.

Of some note, foreign (primarily) British-
owned companies in France became a rarity
by mid 1800s, and the role of the British
technical émigrés, upon which Landes
(1969) had placed such emphasis, dimini-
shed. France in fact began to transfer techno-
logy elsewhere in Europe (Straus and Verley,
1990). Though France was a major interna-
tional investor by the late 1800s (primarily
mediated by its large banks), the share of
investments in French regions increasingly
were dominated by capital flows from urban
areas (e.g. Lyons and Paris) and Northem
Europe (Mayaud, 1990).

ECONOMIC GROWTH PRIOR
TO WORLD WAR |

It is difficult to understand the rapid rise
of French capitalist enterprise without loo-
king at the aggregate and sectoral data. To
repeat our claim, the size of firms should be
linked to the overall growth rate of an eco-
nomy. If one looks the period of 1815 to
1913, a few sectors stand out. Despite the
loss of Alsace and part of Lorraine (which
affected both mining and textiles) and a
severe depression in the later third of the
nineteenth century, France grew at a rather
reasonable. rate. Mining and chemical

er (1979: 270) cites 20800 for the société anonyme form.

Jia for formations include a more restricted class of firms than for failures, the two series are not
omparisons can be made in reference to their trends.
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industries grew roughly at 4.2% a year; tex-
tiles at about 1.5% The unit production data
permit a greater look into these increases,

with iron and steel production growing fronf

165,000 tons in 1780 to over 2 milliefi tons
by 1880 (Woronoff, 1994: 317-18).

The remarkable period of French growth,
which surely is reflected in the generation of
giant firms, occurred in the period following
the Great Depression of the 1880s. French
industrial growth was faster in the period of
1896 to 1929 than in the years after to 1963,
though this difference is due partly to popula-
tion growth rates (Carré, Dubois, Malinvaud,

1972: 31, 32)(19. However, overall economic
growth was behind comparable nations. (See
Tables Ila and IIb.) But these aggregate
figures hide the rapid growth of sectors under
going rapid technological change in the
French economy at the turn of the century,
especially those of electricity and water,
mechanical and electrical industries, chemi-
cals, and metallurgy. These industries enjoyed
annual growth rates (in percent) of 8.9, 4.5,
5.9, and 6.5, respectively, from 1896 to 1913.
Of the active industrial labor force, the share
of these industries rose from 16% in 1896; to
30% in 1929 (of active industrial labor force).

Table lla:
Average Annual Compounded Growth Rate of GDP, 1870-1985 (% change) 1870-1880

United States 4,83 4,20 3,77 3,98 3,20 -0,87 5,05
Japan na. na. na. n.a. 3,63 4,62 -2,68
Germany 1,94 2,76 3,58 2,88 1,24 3,77 -0,42
France 2,12 0,87 1,97 1,72 1,45 -0,45 1,50
United Kingdom 1,85 2,23 2,06 1,55 0,70 1,86 1,62
Italy 0,56 0,60 1,36 2,81 1,68 1,44 1,13
Canada 3,99 2,45 2,74 5,53 2,43 -0,22 5,99

Note: Annual arithmetic average growth rate
Source: Maddison (1989)

Table llb:
Relative rank in rate of growth of GDP

United States 1 1 1 2 2 7 2
Japan n.a. n.a. n.a. n.a. 1 1 7
Germany 4 2 2 3 6 2 6
France 3 5 4 5 5 6 4
United Kingdom 5 4 5 6 7 3 3
ltaly 6 6 6 4 4 4 5
Canada 2 3 3 1 3 5 1

Note: Includes territorial change

Sources: Maddison, Phases of Capitalist Development, pp.182-187, supplement to Summers and Heston study, of Income and

Wealth Department of Labor, unpublished sfatistics.

(16) From 1906 to 1931: employees increased by 1800 000; from 1931 to 1954, employment grew by only 475,000

more (Braudel and Labrousse, 1979: 773).
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An important feature of this period of
modernization is the crisis created by the
rise in real wages and fall in industrial

prices. (Wages grew from an index of 78:8

in 1880 to 100 in 1908-1912). The”effect
was to speed the use of machines, particu-
larly through importing from England,
Germany, and the U.S.. The impact of the
use of machinery was felt not only in the
metallurgical and textile sectors, but also in
areas not earlier influenced by mechaniza-
tion, such as in shoe production (Woronoff,
1994); two firms in our list of the largest
manufacturing firms in France for 1912
come from this sector. The crisis also put a
premium on the search for methods to raise
productivity, as evidenced in the interest of
a few French industrialists in the application

of Taylorism (Boyer, 1984; Moutet, 1997).
During this period, French growth in French
productivity fell dramatically relative to
other countries, and then rose substantially
throughout the period prior to World War I1.
In the interwar period, its productivity gains
were only second to Japan. (See tables 1lla
and II1b.) One might hypothesize that this
record reflects the rather poor training of
French workers compared to German coun-
terparts (Lequin, 1978: 314ff), and hence
the impact of standardized work methods
were especially appropriate for the French
environment(7).

The effects of this growth and increased
capitalization can be seen in the data on the
size distribution of establishment (see Table
IV). Again, there are large sectoral diffe-

Table lla:

Relative Rank In Productivity

United States 2 2

Japan 7 na 7 n.a. 7 7 7 7
Germany 5 4 4 4 5 5

France 4 5 5 5 4 4

United Kingdom 1 1 1 2 2 2 2

ltaly 6 6 6 6 6 6 6 6
Canada 3 3 3 3 3 3 3

Table lilb:

Relative Rank In Productivity Growth

United States 3 3 3 3 6 2 6
Japan n.a. n.a. n.a. n.a. 1 3 7 2
Germany 5 1 1 5 7 4 5 1
France 1 6 4 4 2 2 4 4
United Kingdom 4 3 6 6 6 5 3 7
Htaly 6 5 5 2 4 1 6 3
Canada 2 4 2 1 5 7 1 5

Source: Maddison {1989).

1

(17) The German productivity figures are almost seriously understated, since they do not include the effect of the
jntroduction of the 8-hour day. (Labor is measured by number of workers.) See Holtfrerich (1990) for a discussion.
This bias should also apply to the French data for the same reason.
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rences. Four-fifths of workers in mines and
metallurgy worked in establishments of more
than 500 people in 1906. Only 189 establish-
ments employed more than 1000 people: 44
of these establishments were in textiles, 43 in
mines, 23 in metallurgy. (Textile companies
are under represented in the list of large firms
for 1912, as many were privately held.) By
1931, the number of these establishments
rose to over 400 (Braudel and Labrousse,
1979: 260; Woronoff, 1994: 418).

The interplay of institutions and their
effect on new industry development in France
can be gleaned by looking at the auto indus-
try. France had already seen notable success
in the bicycle industry, and was concomi-
tantly rising to importance in the production
of tires and aeronautics. However, it is in
autos that France achieved a particular suc-
cess. Though the Germans made the initial
innovations, France was the second largest
producer in the world prior to World War I,
and the largest exporter. The origins of the
industry point to particular institutional

strengths in the French economy. According
to Fridenson, a good third of entrepreneurs of
auto firms came from the mechanical equip-
ment sector, another third were entirely new
started by usually young men from urban
bourgeois homes. But what is particularly
remarkable is the role played by well-trained
engineers in the more successful start-ups.
Levassor, Panhard, and Peugeot were centra-
liens; Renault however failed to enter the
same institution. Citroén graduated from the
Ecole Polytechnique®. Moreover, financing
for new companies - which at this time were
not especially capital intensive -appeared to
be rather ample(”). Consequently, the number
of entrants was reasonably high, as well as
mortality count. Fridenson counts 30 manu-
facturers of autos in 1900, 57 in 1909, 155 in
1914. However, the average duration was
apparently short. Within 2 years, 22 died;
from 2-5 years, 58 perished; 6-10 years, 29
died; 11-20, 31 died, and after 20 years, 35
died (Fridenson, 1998: 26-7; there is some
ambiguity as to the time span).

Table 4:
Size of Establishments

1-10 32.2% 19.7%
11-100 27.% 30.1%
101-500 21.7% 23.6%
More than 500 18.5% 26.6%

(18) The importance of Ecole Centrale and other engineering schools to the early development of the new indus-
tries of electricity and electrical machinery is brilliantly traced in Lévy-Leboyer, 1979; see particularly footnote 17,
page 154, where the educational origins of the great entrepreneurs of these two industries are described. Moreover,
the allure of business over government service was so great that after World War I, over 1/2 of graduates from
Polytechnique worked in private affairs, representing a 3 fold growth numerically from 20 years prior.

(19) Fohlen (1978: 372-3) notes that ingustry often created banks to achieve the intermediation of capital to invest-
ments in new industries, such as illustrated by the founding of the Société Generale by iron magnates like Talabot
and Schneider; he concludes that France was not handicapped in finance compared to other countries. However, he,
like Gille (1959) and Lévy-Leboyer (1985), notes the tendency for financing out of retained earnings (« autofinan-
cement »).
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The closely related industry of aeronau-
tics shows a similar pattern to that of automo-
biles. The Paris region, as in the case of autos,

was the principal site of location. Here, again;

we see creation of firms arising out of entre-
preneurial conditions of entry, growth, and
elimination®®. While many of the early
entrepreneurs received their education from
less prominent institutions or from expe-
riences in other industries, technical training
at one of the grandes écoles characterized the
background of many of the early entrepre-
neurs. The early military pioneers were poly-
techniciens (e.g. Renard). Of the major com-
mercial entrepreneurs, Louis Blériot, the
brothers Louis and Laurent Seguin (principal
figures behind the immediate technical suc-
cess of the Société Gnome), E. Canton and R.
Unné (who founded the Société Anonyme des
Moteurs Salmson-systéme) graduated from
the Ecole Centrale. One of the most important
pioneers, Ferdinand Ferber, graduated from
Polytechnique, and like many of his genera-
tion, left the military and government service
to enter private business (Chadeau, 1987,
Lévy-Leboyer, 1979). Though entry and exit
data are hard to find, many of the original
firms found their initial market shares rapidly
eroded due to the easy entrance of powerful
suppliers, e.g. Michelin, and of firms in rela-
ted industries, e.g. Renault, to the industry
(Chadeau, 1987). As in the auto industry, we
see the combination of entrepreneurial talent
of often well-trained engineers rapidly deve-
loping a new industry of the second industrial
revolution®V.

THE LIST OF 1912

This burst of entrepreneurial energies is
not fully apparent in the 1912 listings. As
explained in appendix 1, the restriction of the
list to manufacturing eliminates some indus-
tries where France clearly had built to impor-
tance, such as department stores, transport
utility industries, and pure mining operations.
According to Houssiaux, transport and rail
companies occupy the first three positions in
the list of the largest non-financial companies
in 1912; Galeries Lafayette (a department
store) is number 22. Water companies are a
special feature of the French economy; lar-
gely private, they played significant roles in
overseas markets and in branching into new
businesses, but they are treated in these lists
as public work companies, unless they were
clearly active in the beverage industry.
Compagnie Genérale des Eaux is the fifth lar-
gest non-financial firm, and plays a signifi-
cant role in the French and world economy to
the current day. Moreover, many of the more
remarkable French firms were not public.
These include Renault in autos, Michelin in
tires, and Amédée Prouvost in textiles@?.

In comparison to firms from America,
the UK., or Germany, French firms were
generally smaller. Only two firms make the
list of the 100 largest capitalist firms in
1912 put together by Christopher Schmitz
(1995) and Leslie Hannah (1997)%%. In
large part, this smaller size can be attributed

(20) Profits, which were historically high for French industry in general at the start of the century, were certainly
remarkable in the auto industry for survivors, showing a 20 fold increase between 1900 and 1907 (Fridenson, 1997,
Woronoff, 1994)

{21) Another related industry is tires. France had a notable success here too, but since the leading tire firm
(Michelin) was closely held, it does not appear in the 1912 list.

(22) Smith (1993) includes a useful indication of the large private firms missing from his list of 100.

(23) Kinghorn and Nye (1996) argue that French firms were similar in size to German firms. The data, however, are not
directly comparable across countries due to differences in industry composition and in accounting principles. Still, the
observations provide a compelling caution to the argument of the relative smallness of French firms. This impression
may have been founded in a too narrow focus on a few industries (e.g. electrical equipment and chemicals ~ Saint-
Gobain was primarily a glass company); certainly French firms in these industries were much smaller by the 1930s.
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to the absence of a pre-World War I merger
movement. Houssiaux (1958: 340) notes
only 17 mergers between 1900 and 1908, 54

between 1909 and 1913. Moreover, there

was little vertical or horizontal integration
prior to 1914. Still, as Smith (1993) has
noted, France does well in a few sectors.
The two largest French sugar companies
were 3 times the size of Germany, and lar-
ger than any other German food company.
Brasseries Quilmes is of comparable size to
German counterparts.

French firms were relatively small in
chemicals, electrical equipment, and steel.
Though Saint-Gobain was the largest
manufacturing firm in France and held
about 16% of world glass output prior to
World War 1, its chemical operations were
not large; the French chemical firms that
come later to play a dominant role, such as
Rhone, Poulenc Freres, or Gillet, were also
not comparable to a DuPont or Bayer of
this time. French steel output was only a
quarter of German output, and its compa-
nies were not surprisingly much smaller
(Smith, 1993).

France is slow in the development of
electrical equipment companies. Its initial
companies worked originally from foreign
patents, Thomson-Houston in particular
being closely allied with General Electric
of the U.S.. Neither Thomson-Houston nor
Compagnie Générale d'Electricité were
comparable to American companies (inclu-
ding Westinghouse) or AEG or Siemens of
Germany, though both were ranked as large
by French standards. Equally revealing is
that the electrical sector does not show the
dynamism of a Germany. Whereas the elec-
trical industry in Germany showed a tight
clustering of thousands of small firms loca-
ted often in the Berlin area, France did not
reveal a dynamic growth (Czada, 1969). In
1913, some 30,000 employees,worked in
the French electrical equipment industry; in
Germany, the corresponding number was
140,000 (Woronoff, 1994: 383).

INTER-WAR AND WORLD
WAR 1l PERIODS

France of the inter-war period made
substantial gains in the modernization of its
economy. The dominance of the mining
processing sector decreased relative to the
new industries of petroleum and chemical
productions, electrical equipment and gene-
ration, and the rubber and paper industries.
Even during the bleak period of occupation,
these sectors grew from 33% to 39% bet-
ween 1938 and 1949. It was also a period
that French firms began to emulate the tech-
niques of mass production set by the
American example. The most notable
example were the Citroén works which
imported American capital equipment and
were designed, unlike the Renault works, to
support mass production of a narrow pro-
duct range (Schweitzer, 1982).Still, French
firms remained small in comparison to other
countries. Lévy-Leboyer (1991: 366) notes
that the sales of the top ten French and
American firms had a ratio of 1 to 20 in
1929. The capitalization of the top 50 firms
in Paris and London reveal a ratio of 3to 1
by the late 1920s as well.

The two factors often indicated as an
explanation for this persisting smaller size are
the smali size of the French market and the
loss in export shares. The effect of the small
size of the French market - exacerbated by a
much larger rural sector compared to England
or America and Germany - can be inferred by
the findings on concentration. A reasonable
supposition is that higher industrial concen-
tration would lead to the creation of large
firms. French industry became much more
concentrated in a number of industries. A
study by Malinvaud shows faster growth of
total assets of top 10 firms (10.7%) compared
to national revenue (6.1%) from 1912 to 1936
(cited in Braudel and Labrousse, 1979, p.
338). (This rate was not maintained in the
period up to the 1952 listing.) Lévy-Leboyer
(1991) notes that 12 steel firms had 70 to 80%
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of market in the 1920s, reflecting a larger
fragmentation of the market than found in
Germany. Yet, three firms attained this share
in chemicals, glass, and petroleum. In autos,
Citroén, Renault, and Peugeot had 59% mar-
ket share in 1923 and 80% in 1938. Some
industries were dominated by individual
firms; in tires, Michelin 40-45% market
share; Alsthom had a similar share in heavy
electrical equipment; and Gillet in artificial
fibers had an 87% share in 1925. Despite
these levels of market concentration, French
firms still rarely achieved the sizes of leading
international competitors. The French market,
it is often noted, was not sufficiently large to
generate firms of comparable size, certainly,
to U.S. firms, but also to U.K. companies.

The second related cause frequently cited
for the stilted growth of the large firm in
France is its loss of export shares in world
markets, as seen in tables Va and Vb. In 1870,
France's share of exports among 6 industriali-
zed countries (our four countries of Germany,
UK., Japan, and U.S., plus Canada) was
24%. By 1913, this share fell to 15.8%, and to
13% by 1938. In terms of absolute share,
French exports tripled from 1870 to 1913, but
whereas it was not far beyond the UK. at the
start of this period, it lagged Germany and the
U.S. substantially by World War 1. These data
present a picture of an export sector losing
relative competitiveness, yet still growing
substantially. The absolute importance of the
export sector call into question simple state-

Table Va:

United States

Relative rank country percentages of 6 country total explorts

Japan

Germany

France

alwiN|a s
N || |Of =

United Kingdom

WIAR|N | -
AIW[IN O -
QLW -
[ARENERS BT I

NN W| ][O =

Canada 6 5

QNWIRIN D] =

Sources: Maizels, Industrial Growth and World Trade, pp.426-427 - Maddison, Phases of Capitalist Development, pp.248-254.

Note: Figures refer to the customs territory of the year specified.

Table Vb:
Export values, 1870-1986

United States 322,9 869,4 1003,5 1808.,4 2484,0 | 3929,7 | 3122,4 | 5579,1
Japan 9,5 21,7 41,6 92,3 315,0 812,4 | 1853,1 661.8
Germany 425,7 538,7 716,7 1075,0 2405,0 | 2207,8 | 13709 | 836,9
France :122,6 591,2 720,3 8371 1359,0 | 1997,7 | 1236,7 | 2027,6
United Kingdom 498,8 660,8 883.8 939,9 1604,0 | 13041 919,1 | 1604,0
Canada 77,3 98,9 102,0 207,4 432,0 834,6 829,4 | 1343,5
6 Country Total 1756,9 12780,8 |3467.8 4960,1 8599,0 |11086,3 | 9331,6 {12053,0
World Total 28075 11230,0 17013,5

Source: Own calculations from above sources
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guish between two large firms belonging to
the same industry, or whether certain indus-
tries generate larger firms relative to (large)
firms in other sectors.

To address this question, we apply a
methodology that eliminates the effects of
differences in national accounting practices
and in nominal currency valuations. This
methodology, as described in figure 1 (page
20), converts the size of French firms for each

year into z-scores by subtracting the country
mean and dividing by the standard deviation
for that year. By running a regression of these
scores on industry dummies, a set of industry
coefficients are estimated. (Industries with no
firms are given the value of the minimal size
firm on the list). These coefficients indicates
the effect of belonging to a particular industry
on a firm's size. These coefficients are corre-
lated with the results from five countries for
which comparable lists exist(?5).

Table VI:
Industrial Distribution of the Largest Firms by Country and Sector

30 63 23 18
6 3 1 1
5 26 13 8
3 1 0 3
3 0 1 1
0 0 0 0
5 4 1 3
2 5 0 11

20 11 26 30

22 3 5 3
5 3 1 3
4 0 2 3
5 2 10 8

29 35 49 33
8 2 8 4

20 8 21 10
5 11 18 12

26 20 19 36
1 0 0 10
1 3 1 3

200 200 200 200

31 20 Food
1 21 Tobacco
54 22 Textiles
3 23 Apparel
3 24 Lumber
0 25 Furniture
12 26 Paper
1 27 Printing and publishing
23 28 Chemicals
6 29 Petroleum
0 30 Rubber
4 31 Leather
16 32 Stone, clay and glass
21 33 Primary metals
4 34 Fabricated metals
4 35 Non-electrical machinery
7 36 Electrical machinery
9 37 Transportation equipment
9 38 Instruments
1 39 Miscellaneous
200 Total

Note: Ranked by total assets, except for Great Britain where ranking is based on the market value of quoted capital. Alfred D.
Chandler, Jr., and Takashi Hikino, « The large industrial entreprise... », art. cit., p.32; author's data for France.

(26) See Kogut (1992). The data are from appendices 3, 4, and 5; Chandler (1990), and Fruin (1992). The metho-
dology has a few obvious problems, but it is consistent with the primary purpose of these lists to identify the size
of firms with the underlying technological opportunities in a sector.
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ed with other firms, existed at the turn of
century. In chemicals, Rhéne-Poulenc,
iney, Saint- Gobain, I’ Air Liquide werg.-
ded in the previous century, ag-was
pagnie Générale d’Electricité and
son-Houston in electrical equipment.
ist can be extended to many of the most
irtant  French corporations: Lafarge-
e, Renault, Compagnie Générale des
, and Michelin. Using dates of incorpo-
2, Houssiaux (1958: 295) found, in fact,
of the 100 companies in 1952, 15 were
' than 75 years, 30 more than 50 and less
-75. More striking, only 15% of his list of
irms from 1912 died by 1952; another
changed names by merger. However, 71
of left the list by 1952.

| crude comparison can be made between
>e and other countries by using informa-
generated from Chandler's tables by
: (1993). He measures in how many sec-
did the top 1 or 2 firms retain their posi-
over the 3 panels, and from this, gene-
survival probabilities. For the U.S., 57%
2 top firms survived in their ranks bet-
the two panels of (approximately) 1917
948; for the U.K., 56% survived; and for
1any, 31%. For France, only 14% of the
firms survived at the top between 1912
111936, whereas 39% survived between
and 1952. (We exclude foreign and free-
ing firms.) Again, we have an image of a
lent inter-war period, with a more stable,
h hardly quiescent, industry between
and 1952¢7,

should be recalled, however, that these
Jres do not capture fully the picture. For
ple, the old mining and metallurgical
of France under went the appearance of
il change, partly in response to the pres-
of the French government. The French
industry was gradually consolidated
gh founding of a holding company cal-
:délor, created by the merger of Société

des Aciéries de Rombas, Aciéries de
Micheville, Aciéries de la Marine et
Homécourt, et Fonderies de Pont-2-Mousson.
The creation of Usinor was the merging of the
Société Denain-Anzin and Forges et Aciéries
du Nord et de I’Est, but also was structured as
a holding. Similarly, the Chantiers de Saint-
Nazaire-Penho&t and Chantiers de la Loire
disappeared but in the form of submitting to a
holding structure. These are ancient names in
the history of French industry, but their real
disappearance awaited the more intense pres-
sures of the 1960s and 1970s when even the
oldest of the companies, Saint-Gobain, was
forced to change radically its ownership and
portfolio (Daviet, 1989).

CONCLUSION

A comparison of the evolution of large
firms in France with other countries reveals
a number of significant commonalities in
the sectoral distribution of large firms. No
doubt part of this commonality is the result
of conscious efforts to consolidate such
industries as chemicals and electrical equip-
ment to correspond to Germany or America.
Indeed, this conscious borrowing was to be
all the more enforced in the period of state
intervention and nationalization that charac-
terized France in the post-war period. The
Chandler thesis of the importance of size is,
in this sense, vindicated partly because
French industrialists and bureaucrats belie-
ved precociously in the argument.

But France has also evolved along lines
evident in the 1800s. The industries that have
come to be important to France, e.g. autos,
chemicals, aeronautics, and food, were foun-
ded amid an impressive burst of entrepreneur-
ship at the turn of the last century. Though
this period was marked by an intensive
struggle for survival, the resulting industrial

we perform this same calculation including the listing given by the magazine L'Expansion for 1970, only 14
irms listed in the top two positions in 1952 survive in this position by this latter date.
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ppendix 11:
and Foreign Companies

re  embodied in French law. At the same time,
ch  the growth of these firms is largely affected
- by the prospects in a foreign country.

if Since the frequency of free-standing
e  firms among the largest French companies
y fell dramatically in the later lists, we inclu-
ns  ded them in the 1936 and 1952 listings.
n-  Moreover, many of these companies had

;in developed French activities over time, and it

iiled could also be argued that French colonies

ey  were fairly integrated into the overall eco-
ise nomy by 1952. However, they are quite
ity  important in 1912, especially in the mining,
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oil and metal processing, and food indus-
tries. We consequently left them out from
the 1912 200 list, but have provided infor-
mation on these 51 firms in appendix 6. All
of these firms are larger than the smallest
firm listed for 1912.

Wilkins (1988) noted that most of the
free-standing firms from England were
located in colonial and less industrialized
countries. Those established in the U. S.
were prone to failure. For the most part, the
French pattern shows an even more striking
tendency to be located outside of western
Europe and North America. Like Britain,
France was exporting considerable capital
internationally by the end of the 1800s, and
its financial markets offered comparatively
low cost financing compared to those of
other countries. Braudel and Labrousse
(1979: 226) note that 50% of French savings
may have been exported in the late 1800s, a
large percentage though not unlike that
found in the UK or Germany. « The expor-
tation of capital, » they note, « was largely
the work of the large French banks, to
which the state often lent aid and protection,
with French industry playing only a very
weak role. » While some French firms esta-
blished foreign subsidiaries prior to World
War I, these companies, e. g. Saint-Gobain,
were exceptional.

It is reasonable to infer, as did Wilkins,
that the explanation of the French free-stan-
ding company is associated with imperfec-
tions in international capital markets that
rendered it advantageous to incorporate in
France, borrow money from the French
stock exchange, and yet operate entre

preneurial activities in foreign locations.
Apparently, investors required local incor-
poration as a way to benefit from French
corporate law regarding oversight and to
have easy access to press charges against
resident corporate officers.

Foreign firms (i. e. firms with French
affiliates but with headquarters located out-
side of France) play an increasing important
role in the French economy. Some foreign
firms are simply traded on the French mar-
ket, such as AT&T or the Virginia Carolina
Chemical Company. This kind of firm was
excluded in all the lists. No foreign firms
appear to qualify for the top 200 listing in
1912. Smith (1993) includes a few, e. g.
Westinghouse, in his list.

Foreign firms were included in the 1936
and 1952 list for two reasons. The affiliatesi
assets are located in France, and they provide
information on the growth of the French eco-
nomy. Arguably, if they were historically not
present, the size of competing firms would be
larger. Given the large role of foreign compa-
nies in modern capitalist economies (some
20% of U. S. manufacturing assets are foreign
owned), the deletion of foreign owned com-
panies would give highly incomplete view of
an economy. Second, rules of exclusion
would be hard to apply. Acquisitions of
French companies or partial ownership (e. g.
Brown Boveri’s stake in the Compagnie
Electromécanique) are cases in point. There is
also the historically interesting phenomenon
that some foreign companies revert back to
French control. Goodrich’s minor position in
Kléber-Colombes is a minor example; a more
recent example is Machines Bull.
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