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During the cold war the French state strongly structured the French national system of innovation around the development of major projects so-called "grands programmes technologiques". As part of this strategy, it invested a lot to support the emergence of a national defence industry and channelled many public R&D credits towards the strengthening of defence technological base. This near-planning approach nevertheless reached its limits in the late 1980s: technological needs for Defence equipment switch from platform engineering to ICT subsystems, defence R&D appears therefore to provide lower and lower returns;; the model of large technology programmes was politically contested; defence cuts reduced the possibilities to fund defence R&D…

All these factors have favoured a major disruption in the way the French MoD deals with defence innovation. The MoD truly refocused its approach by abandoning its three-decade policy. Internal R&D was slashed; R&D credits were concentrated on developing armament systems and fundamental research was no longer directly supported by the MoD. The defence procurement agency, DGA, transferred the support of defence innovation to firms, which have been asked to both fund and manage defence R&D. In other words, the DGA switched from a near-planning to a market-based policy.

However this new approach, mainly set up when Jean-Yves Helmer was the Armament General Delegate (1996-2000), have not delivered the expected results. A decade later it is interesting to analyse the limits of a market-based policy for defence innovation, using France as a natural experience with potential application for comparisons with the evolutions engaged by other major arms-producing countries.

The proposed contribution aims at defining such limits and confronting them to the literature in the economics of innovation. It will especially focus on the concept of duality as understood and used by the French MoD in order to analyse today's possible place of defence in the national system of innovation and the interactions between defence and civilian innovation.

Moreover this contribution will raise questions on the true nature of the defence production and its positioning in market economy, or more precisely on the margin of this latter – reassessing Adelman and Augustine's analysis two decades ago: "The First Fundamental of Defense Procurement is that this process should never be confused with the free enterprise." (The Defense Revolution, Strategy for the Brave New World, San Francisco, Institute for Contemporary Studies Press, 1990).

