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Financing options

T
he recovery expected
to occur in 2014 in
France and other
European economies
is  delayed and the

risks, including those of defla-
tion, are making the likelihood
of a lost decade seem more and
more inevitable. The question
of how to rekindle investment
across Europe has therefore
become crucial.
It is more important
than ever that we
increase our busi-
nesses’ competitive-
ness and innovation
capacity and
strengthen their
position in external
markets to prevent
the long-term loss of
potential economic
growth. In France,
the investment con-
ference held by President Hol-
lande on 15 September was an
opportunity to underline the
urgency of the situation and
to call all economic and finan-
cial stakeholders to action.
If we look at the situation of
French businesses, the prob-
lem is quite clear. The shortfall
in productive investment that
has built up since the begin-

ning of the economic crisis,
and which is comparable to
that in other major European
economies, including Ger-
many,  can of  course be
explained primarily by the
drop in demand. However, the
situation is showing no signs of
improving and it is whittling
away at our ability to bounce
back. So the new investment
phase must start as soon as
possible.

The direction of
investments
The direction of investments is
a crucial issue. In France, the
investment effort made by
companies in the years lead-
ing up to the crisis seemed,

overall, to be relatively sus-
tained. Paradoxically, this has
not stopped industrial profits
from dwindling steadily over
the last six to ten years. Look-
ing more closely, investments
were largely channelled into
the construction industry,
where prices have risen faster
than basic prices elsewhere.
This probably goes a long way

to explaining the paradox. 
Intangible investment, which is
sustained by significant tax
incentives, has also increased
with the gradual spread of new
technologies and the needs of
the new economy. Yet the var-
ious indicators relative to the
innovation effort of French
companies show there is still a
long way to go. For example, in
2013, the share of R&D expen-
diture in GDP was 2.2% in
France compared with 3.0% in
Germany (i.e. a difference of
around €17 billion). Were
French companies to invest an
additional €10 billion, it would
bring France’s industrial R&D
effort closer to that of Ger-
many and the USA. 

Overall, the shortfall in invest-
ment has made French com-
panies less competitive. Their
products are geared too much
towards the medium-range
market, so inevitably their
profits have dwindled and they
have lost market shares to
international competitors. This
raises the danger of a vicious
circle where, price being the

only adjustment variable, the
pursuit of profit reduces the
amount of internal resources
invested in innovation capa-
ble of maintaining market
power. This in turn puts more
pressure on profit.

A productivity and quality
challenge
The challenge today is  to
increase the productivity and
quality of investments. Greater
support is needed for innova-
tion, developing start-ups,
replacing and modernising
production equipment and
developing international busi-
ness. For this, appropriate
financing options are required. 
Banks, which provide almost
al l  the loans for SMEs in
France, seem to have little or
no hesitation in financing what
could be described as standard,
tangible investments. But bank
lending does not meet or only
partially meets the needs of
innovative projects, either
because of the type of business
involved (young companies)
or because of the nature of the
project itself (if there is no col-
lateral, for instance).
France has a lot to offer as far
as equity financing is con-
cerned, which is essential to
high-potential SMEs (both
start-ups and those in a more
advanced phase of growth). It
has a well-established venture
capital market and is the sec-
ond biggest investor in Europe.
However there is still a signif-
icant lack of private funds,

Nicolas Dufourcq explains the essential role played by Bpifrance in project 
finance, and highlights three measures that could increase paneuropean cooperation
among operators.
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“Greater support is needed for
innovation, developing start-ups,
replacing and modernising
production equipment and
developing international business”
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especially where the risk is
highest,  (for example, for
financing the growth of young
SMEs).
Given this market’s shortcom-
ings, the intervention of an
organisation such as Bpifrance
is essential in financing this
type of project. It is essential
because it has the necessary
resources,  and because it
focuses on the most critical
segments of investment proj-
ects.  Above al l ,  i t  has the
capacity to channel private
funds into these projects,
which are a condition of all its
interventions.

An ambitious investment
policy is needed
However, France is not the only
country facing such challenges.
The need to restore business
and investment activity is wide-
spread across Europe, which
must address the loom-
ing problem of defla-
tion, rekindle its
development potential
and establish a form of
convergence between
different national
economies. Even in
Germany – which is currently
reaping the benefits of the wage
moderation policy introduced
ten years ago and of its sound,
well-positioned companies –
the low rate of investment,
especially public investment,
over the last few years is a threat
to future success. An ambitious
investment policy is needed
there too, not only in the inter-
ests of Germany itself, but also
for the general interest.
So we can only welcome the
€300 billion recovery plan
announced by Jean-Claude
Juncker in June, as it responds
to the need to promote strate-
gic investment in the Europe
of tomorrow. In this respect,
the President of the Commis-
sion has sent out a positive sig-
nal to the market. The plan –
whose details are yet to be
hammered out – should lever-

age private investment and
enable the development of
large-scale, long-term, inno-
vative projects creating new
jobs. The priority sectors pro-
posed, namely infrastructure,
the energy transition and
SMEs, are essential for this
purpose.

Three promising measures
One of the challenges of the
investment plan will be to
spend wisely. In addition, a set
of criteria and priorities must
be defined. This will mean
optimising existing pro-
grammes. Three measures
could be useful in this respect
and merit further discussion: 
Firstly, it is vital to strengthen
the links between European
financing programmes and
those developed by national
operators such as Bpifrance.
This would make it possible to

harmonise priorities and pool
public-private resources within
common instruments, to max-
imise the leverage effect of the
European budget.
The fact that our counterparts
in the European Long-Term
Investors Association (ELTI),
the Network of  European
Financial Institutions for SMEs
(NEFI) and the European Ven-
ture Fund Investors Network
(EVFIN) agree with us in this
respect is encouraging. Like
Bpifrance, our European part-
ners – such as the KfW in Ger-
many and the Cassa Depositi e
Prestiti in Italy – have in-depth
knowledge of market needs
and have been commissioned
by their respective govern-
ments to perform budget exe-
cution tasks. In this context,
and given the constraints on
public finances, the EIB and

the Commission should rely
more often on national opera-
tors to implement European
programmes (e.g. Horizon
2020,  COSME, structural
funds).
Bpifrance is involved in man-
aging Community pro-
grammes such as the RSI
scheme for  funding innovative
businesses and the Eurostars
programme for collaborative
RDI. It also helps manage
European Regional Develop-
ment Funds alongside regions.
Secondly, the Commission
should be encouraged to set
up a European financial plat-
form composed of a network
of leading public and also pri-
vate-sector financial players
from the different Member
States1. This network of loyal
financiers would have a triple
purpose: to investigate, along-
side European institutions, the

coherence of instruments
already in place for providing
financial support for busi-
nesses;  and to share best
investment practices and
organise the syndication of
transnational investments in
large-scale projects in order to
open up the market. Bpifrance
and its European partners are
ready and waiting to partici-
pate.
The Green Paper on the long-
term financing of the econ-
omy(2), which was published in
March, is very positive in this
respect. It recognises the con-
tra-cyclical role played by our
institutions – particularly dur-
ing the crisis – and the benefits
of increasing their participa-
tion in European policy-mak-
ing and in managing EU funds.
It also states that “given the
stabilising economic situation

(...), there is a need to focus
on market failures and on
value-added operations”. 
Bpifrance agrees in substance
with this analysis, as its inter-
vention doctrine is in line with
these principles. However,
given the cyclical nature of the
market, especially in a gloomy
economic climate, it would
also point out the importance
of maintaining the flexibility
of action of public investment
banks. This is evidenced by the
very broad spectrum of busi-
ness models employed by these
banks today.
Lastly, efforts to make EU
financial instruments simpler
and more flexible should con-
tinue in order to optimise syn-
ergies with existing national
programmes. The terms and
conditions of the financial
instruments used in the
COSME and Horizon 2020

programmes – notably regard-
ing risk-sharing with the EIB
group – should be more ver-
satile to take into account the
risk profile of underlying assets
while ensuring the EU budget
is exposed to the same level of
risk. 
Bpifrance is fully committed
to addressing all these chal-
lenges, in close collaboration
with the market players, the
EU institutions and its Euro-
pean partners. �

Nicolas Dufourcq
CEO, Bpifrance

1) Editor’s note: See Natacha Valla’s article
on p. 35.
2) Editor’s note: Confrontations Europe has
been working on this subject for over three
years, alongside several economic and
financial players. In addition, Philippe Herzog
made an active contribution to the Green
Paper. See his article on page 20 of la revue
no 101 (april-june 2013).
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“Stronger links between European and national
financing programmes are vital.”




