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While ﬁnancialization is recognized as one of the major transformation of
our capitalist economies in the last three decades, research on the topic has
primarily focused on its socio-political dimensions and its macro-economic
and distributional eﬀects: increase of the “rentier” share to the detriment of the
wage share, reduction in accumulation and growth, instability, inequalities,
among other. Firm-level analyses, although in our view key to the question,
have so far received limited attention and proper ﬁrm-level empirical studies
remain partial and insuﬃciently developed. In this paper, we investigate and
characterize the ﬁnancialization of a major non-ﬁnancial sector based on
ﬁrm-level data analysis, by studying the transformation of the automotive
sector over the last 15 years. The ﬁnancial distress of the giants of the sector
– including the bankruptcy of GM – has led to sometimes undisputed public
buyout, justiﬁed mainly by a “too-big-too-fail” motive. Yet, the link between
the sector diﬃculty and the 2008 ﬁnancial crisis has so far failed to be
questioned. We test, in this paper, the hypothesis that the ﬁnancialization of
car manufacturing industry would have played a signiﬁcant role in the sector’s
crisis since then. We build an original data base from individual ﬁnancial
reports of the majors of the sector and analyze the ﬁnancial data of individual
companies on the 2000–2015 period. Balance sheet and cash ﬂow analysis
conﬁrms a tremendous trend towards a ﬁnancialization of the sector as a
whole, especially after 2005. Following Minsky, we also test the robustness of
the balance sheet regarding his hedge/speculative and Ponzi ﬁnance criteria.
This leads us to qualify the sector as a whole as a ﬁnancialized industry facing
high ﬁnancial fragility of a speciﬁc form. This leads us to recommendations
towards the sector and in terms of economic policy
Christine.Sinapi@escdijon.eu
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1. INTRODUCTION

Financialization has been among the key

transformations of the capitalist systems in the recent decades. Within its analyses
of the stages of development of capitalism, Minsky was certainly one of the ﬁrst to
point both the importance and the impact of this transformation. Recent attention
has been growing in the literature, in particular among post-keynesian authors.
However, while main contributions develop macro-analysis, ﬁrm-level and non-ﬁnancial corporations’ ﬁnancialization remain in our view insuﬃciently developed.
In this paper, we investigate and characterize the transformation of the automotive sector over the last 15 years. The ﬁnancial distress of the giants of the sector – including the bankruptcy of GM – has led to sometimes undisputed public
buyout, justiﬁed mainly by a “too-big-too-fail” motive. Yet, the link between the
sector diﬃculty and the 2008 ﬁnancial crisis has so far failed to be questioned. We
test, in this paper, the hypothesis that the ﬁnancialization of car manufacturing
industry would have played a signiﬁcant role in the sector’s crisis since then.
We build an original data base from individual ﬁnancial reports of the majors of the sector and analyze the ﬁnancial data of individual companies on the
2000–2015 period. Balance sheet and cash ﬂow analysis conﬁrms a tremendous
trend towards a ﬁnancialization of the sector as a whole, especially after 2005.
Following Minsky, we also test the robustness of the balance sheet regarding his
hedge/speculative and Ponzi ﬁnance criteria. This leads us to qualify the sector’s
degree and process of ﬁnancialization and to suggest recommendations towards
the sector and in terms of economic policy.

2. FINANCIALIZATION  FROM SOCIOECONOMIC
IMPACTS TO COMPANY LEVEL ANALYSES
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Financialization has been intensively studied since the global crisis. The literature has mainly focused on ﬁnancialization’ patterns and on its sociological and
macroeconomic impacts. While those aspects are crucial to the understanding of
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modern capitalist economies, we argue hereafter that complementary approaches
are still necessary, that would study the non-ﬁnancial ﬁrms’ ﬁnancialization process at the company level. In this ﬁrst section, we brieﬂy review the socio-economic
impacts of ﬁnancialization and justify the need for a more in-depth and microlevel understanding of non-ﬁnancial corporations’ ﬁnancialization.
Financialization has been among the most signiﬁcant transformation of capitalist economies in the recent periods. The study of ﬁnancialization is obviously
broad and does not only encompass economic questions. Ethnography, discourse
analyses, history, geography or sociology have for long questioned the topic. They
share with economy the common feature of interrogating ﬁnance beyond its traditional role as provider of funds to production: they question the increasing dominion of ﬁnance, its interrelation with altering industrial economic logics and the
inner workings of society (Van Der Zwan 2014).
In line with these perspectives, the literature has ﬁrstly highlighted the ideological and political dimensions of ﬁnancialization. This questions have been prevailing for long in the Marxist views (Lapavitsas 2011). Financialization is seen as
increasing the political and economic power of the “rentier class” (Hilferding and
Bottomore 1990). Political and ideological dimensions of ﬁnancialization are also
discussed – although in somewhat diﬀerent terms – within the post-Keynesian
views. Financialization is seen as a “particular form of neoliberalism” characterized
by the “domination of the macro economy and economic policy by the ﬁnancial
sector interest” (Palley 2013). This new form of capitalism transforms market patterns and carries with it important political and cultural consequences: “Financialization involves the replacement of industrial or production capitalism by a more
predatory form of ﬁnancial capitalism” (Rochon 2012).
Deﬁned as the “the increasing importance of ﬁnancial markets, ﬁnancial motives and ﬁnancial institutions in the operation of the domestic and international
economies” (Epstein 2005), ﬁnancialization encompasses a series of diﬀerent features, that capture the long run transformation of our economies. The start of
the process may be traced back to the early 1980’s. The economic motive gradually shifted from real output towards the development of the ﬁnancial “industry”,
productive investment gradually decreased to the beneﬁt of ﬁnancial investment,
while the share of wages and industrial proﬁts in total revenues reduced to the
beneﬁt of ﬁnancial revenues. Empirical studies conﬁrm the signiﬁcance of these
trends. (Epstein 2005) shows that ﬁnancial institutions’ proﬁts compared to non-
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ﬁnancial corporations’ proﬁts increased after 1984 in developed economies national income. The weight of the ﬁnancial sector is today predominant: in the US,
the ﬁnancial sector contributes for instance to 20% of GDP and obtains 40% of
proﬁts (Nersisyan and Wray 2010). Hein, 2013 demonstrates that the labor share
in national income has decreased in the long run to the beneﬁt of proﬁt claims.
The wage share is proved to have globally decreased in the majority of OECD
countries (International Labour Organization 2010).
In the recent period, the ﬁnancial sector development accelerated, protracted by ﬁnancial innovation. Financialization has triggered the household debt increase in the US in the last decades, household going into debt to compensate for
their stagnating purchasing power (Lavoie 2012). In the same time, securitization
and shadow banking emerged and expanded. Sub-prime credits, securitization of
counterparty risk via special purpose entities (SPE) and special purpose vehicles
(SPVs), collateralized debt obligations (CDOs) and credit default swaps (CDS) appeared and multiplied. They expanded in the form of “remics” or “squared”, meaning securitization of securitized instruments, and the repetition of the operation.
Initially dedicated to risk reduction, for banks in particular, securitization took on
a new role after the 1980s, fueling ﬁnancial investment (Lavoie 2012). In the 2000s,
the share of derivatives in banks’ balance sheets literally exploded. From almost
zero in the 1990s, the derivative notional value as a percentage of the US’s largest
banks’ assets reached 1000% in 2000, and 2000% to 6000% in 2007 (Nersisyan and
Wray 2010). These products are for the largest part dealt with over the counter,
largely escaping regulation and control. Undoubtedly, these last patterns of the
development of the ﬁnancial sector, where innovation were hand in hand with
exacerbated complexity and opacity, have been associated to the emergence of the
2008 ﬁnancial crisis, and to its spillover from what could have been expected to be
an isolated crisis – the US mortgage market – to the major international ﬁnancial
crisis we experienced. Financialization has thus largely been contributing to the
exacerbating of ﬁnancial instability.
Minsky was certainly one of the ﬁrst economists to pay attention to the ﬁnancialization process (although he did not use the term at the time) and its potential impact on exacerbated ﬁnancial instability. He interestingly did not limit his
analysis to the ﬁnancial sector transformation but also focused on ﬁrms level perspectives, encompassing the evolution of their balance sheet, of their ownership
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structure and their gradual shift from industrial towards ﬁnancial logics1 (Minsky
and Whalen 1996; Whalen 1999). Somewhat prescient, Minsky already argued in
the 1990s (Zalewski and Whalen 2010) that this transformation would increase
the inherent instable nature of capitalist economies. On this point as on several
others, history has shown that Minsky was rather prescient, and certainly ahead of
his time with economic analysis. Following Minsky, the long run transformation of
capitalism (ﬁnancialization) triggers the short term (business cycle related) trends
leading to endogenous instability. As is well known, Minsky’s Financial Instability Hypothesis predicts that over protracted periods of good times, the economy
evolves towards instability (Minsky 1986; Minsky 1992b). This results from the
raise of ﬁnancial fragility in the economy: increasing ﬁnancial risk, deterioration
of the quality of investment, materializing in the decreasing ability of ﬁrms’ cash
from operation (proﬁts) to cover the service of the debt. Financialization reinforces the endogenous mechanisms of the ﬁnancial fragility development in the
business cycle, by weakening the institutional mechanisms that may prevent the
process to take place or that would restart the economy after the crisis (Minsky
1992a; Minsky 1996; Sinapi 2011; Sinapi 2013).
On top of triggering ﬁnancial instability, ﬁnancialization is also suspected to
be linked to a series of undesirable socio- and macro-economic eﬀects, including
the reduction of real investment, the decrease of growth, and the raise of inequalities, among others. It may be argued that these trends are arising from a complex
set of causes, among which ﬁnancialization may only be a contextual factor. Financialization is certainly rooted in broader transformations of our economies such
as neoliberalism and globalization (Epstein 2005). The intense empirical research
dedicated to the topic has however demonstrated that ﬁnancialization in itself
has played a key role. Financialization’ distribution eﬀects (decrease of the labor
share) are signiﬁcant (Kohler et al. 2015) and negatively aﬀect aggregate demand
and growth (Onaran et al. 2011; Tomaskovic-Devey et al. 2015). Financializationrelated distributional eﬀects have also contributed to the widening of inequality
(OECD 2008; Piketty and Saez 2008; Zalewski and Whalen 2010; Lang 2015; Fla1 Minsky identiﬁes diﬀerent stages of development of capitalism, the last stage: “money
manager capitalism” (1982–…) corresponds to the ﬁnancialization stage. It consists in
the domination of ﬁnance not only in corporations’ logics and economic mechanisms,
but also in its norms and rules and more generally in the institutions that shape the
economy.
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herty 2015; Alvarez 2015; Godechot 2015). They are also associated to the gender
and race stratiﬁcation eﬀects of the Great Recession (Arestis et al. 2013).
While the literature has preliminary focused on (i) the political, sociological
and macro-economic eﬀects of ﬁnancialization and (ii) the transformations of the
ﬁnancial sector, it seems useful to remember that ﬁnancialization ﬁrstly consists
in the weakening of productive investment and of the non-ﬁnancial sector. It is
thus in our view of major importance to study not only the ﬁnancial sector but
also the way ﬁnancialization takes place within the non-ﬁnancial sector. Since the
late 1990s, the share of the ﬁnancial sector in corporate proﬁts has gradually increased (Nersisyan and Wray 2010), while ﬁnancial investment by non-ﬁnancial
corporations increased (Stockhammer 2004). Empirical studies show that the ﬁnancialization of non-ﬁnancial corporation results in the reduction of productive
investment and the decrease of real capital accumulation (Stockhammer 2004;
Orhangazi 2008; Ming et al. 2016). This may be explained by (i) the raise of the
shareholder value logic within corporations, (ii) the highest proﬁtability of ﬁnancial investments compared to real investments, jointly creating incentives (iii) for
ﬁrm’s managers to fuel cash ﬂows towards ﬁnancial rather than productive investments (Froud et al., 2000). The increase in payments to ﬁnancial markets may also
have reduced ﬁrms’ internal funds available for investment, shortening their planning horizons and increasing uncertainty (Orhangazi 2008). Kliman and Williams
(2014) dispute this last point, their observations denying evidence that the rising
ﬁnancial payments and ﬁnancial purchases would have triggered the productive
investment decline. Econometric tests however globally support a negative eﬀect
of ﬁnancialization on real investment and on real capital accumulation (Stockhammer 2004; Orhangazi 2008; Ming et al. 2016). Tomaskovic-Devey et al. (2015) also
ﬁnd evidence that ﬁnancialization in the non-ﬁnancial sector reduced economic
growth in that sector and produced a declining value added.
As the above literature review has shown, an abundant literature has been
devoted to the analysis of ﬁnancialization, in particular since the ﬁnancial crisis
and more signiﬁcantly in the last 5 years. The research has preliminary focused on
the socio-political dimensions of ﬁnancialization, on the patterns of the ﬁnancial
system transformations, and on its socio- and macro-economic consequences on
global productive investment and on the raise of inequality particularly. Although
present in the literature, the analysis of the non-ﬁnancial sector has received less
attention, and has mainly focused on the depressive eﬀect of ﬁnancialization on
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real accumulation, while empirical analyses mainly been investigating aggregate
data. As relevant as these analyses might be, they are partial views and miss a more
profound understanding of the consequences of ﬁnancialization on non-ﬁnancial
corporations. We argue that more in-depth analyses of non-ﬁnancial ﬁrms’ behaviors as regards to ﬁnancialization are necessary and that company-level data
analyses are required, that are still insuﬃciently present in the literature. Because
such an approach cannot be global, we defend the interest of sectoral approaches.
Car manufacturing is one of the largest industrial sector in the economy, it is
capital and labor intensive. For those reasons, we consider it of particular interest
in the above prospect. To what extent, how and with what consequences has the
automobile sector been engaged in the ﬁnancialization process? We study this
research question in the rest of this paper.

3. THE AUTOMOBILE SECTOR FINANCIALIZATION: AN
EDIFYING CASE STUDY
The automotive industry is among the most important and the oldest industries. In 2014, 90 M of vehicles were produced and almost as many sold worldwide
(Organisation Internationale des Constructeurs Automobiles: OICA). To compare
with the year 2000 it is almost 30 M vehicles more in a bit less than 15 years.
The sector is involved in globalization, with constant need to adjust to consumer
needs and to technological innovations or to comply with the new environmental
regulations.
The sector is a major actor of the world trade exchanges. It represents 7.4%
of the global exchanges of manufactured products in 2014 (WTO). This represents more than 10% of the exportation of manufactured products within the Triad
(USA, Europe and Japan), which gathers in itself an aggregate part of 70% of the
world exportations.
The automotive market is globalized and intensively competitive. It is a very
concentrated market with a low number of big international groups. Rankings
may vary depending on the criteria used (number of car produced or sales value,
headcounts, size of assets) and interconnections between companies are complex.
The following data (Table 1 below) however provides a good picture of the sector
structure and dominant ﬁrms.
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Table 1. Ranking of the biggest car manufacturers companies

Source: CCFA & annual reports (converted in € at historical exchange rate 2013)
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The 13 ﬁrst ﬁrms represent about 70% of the world production. In the last
decade, global production (+50%) and sales (+33% between 2005 and 2014) increased, but trends are marked by a dramatically decrease during the crisis period
(from 2007 to 2009: -18% for production and -8% for sales). Emerging markets
like Asia or South America are exceptions to this and were the only support of the
market during these 3 years.
In the recent period, production has tremendously been relocated in emerging countries like China (multiplied by 11 I the last decade), in east Europa (+111
%) or in South America (Brazil +80%). The motives were, on one hand, to cut costs
and in other hand to be closest to these emerging markets in which the demand
grew up strongly. The evolution of world sales proves this assertion. We notice a
decrease within the triad regions (-3% in the USA, -18% for the EU 15 countries
and -5% in Japan) while growth of +80% were registered in South and Central
America, +109% for Asia and Oceania (equals to the half of the world sales in
2014), led by the huge increase within the Chinese market (from 6 M to 24 M
vehicles sold from 2005 to 2014). This relocation and market trends are undoubtedly related to the global crisis impacts on consumers’ revenues (decrease in the
demand for cars). This eﬀect reinforced the pre-existing process of land oﬀ of
mature markets (triad regions) and by market impacts of environmental issues
and the then oil price tremendous growth. Besides, emerging countries’ improving
standards of living were accompanied by a growing demand for car equipment,
creating an appeal for a market relocation.
To fund these relocations, increase investments or productive capacities in
these emerging regions, elaborate new high-technology products in a maturing,
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highly competitive and energy-challenged market, and to access undiscovered
markets, huge investments were requested. Companies partly answered this by
pooling resources and developing alliances, mergers and acquisitions. The interconnection of the automotive manufacturers sector was during the period intensiﬁed and the complexity of the sector even reinforced. In a market more and
more competitive and globalized, the strategies developed are particularly costly
in terms of ﬁnancial needs, while sales proﬁtability and margin are globally reducing. The need to compensate for these decreasing margins in the face of increasing
ﬁnancial costs is obvious, and incentives to engage in more proﬁtable (such as)
ﬁnancial investments seems obvious.
In the wake of the global ﬁnancial crisis, the automobile sector, in particular
in developed countries, is already struggling with structural diﬃculties, marked by
(i) over-productive capacities in OECD markets, (ii) high production costs – high
weight of wage costs and ﬁnancial costs linked to the labor- and capital intensive
characteristics of the sector, (iii) huge pension and health commitments (in the
US), (iv) a high level of indebtness, (v) the huge production costs of light trucks
that developed on the market at the period, and (vi) increasing costs related to
a strategy of externalization (PriceWaterhouseCoopers, 2010, Isac, 2009, Zupan,
2008, Freyssenet and Jetin, 2011). The global economic and ﬁnancial crisis severely
hits the sector with direct and indirect depressive impacts on demand: oil price
increase after 2005 reaching a peak in 2008), economic crisis eﬀects on household
revenues (increasing unemployment, increased uncertainty, global reduction in
consumption), and ﬁnancial crisis eﬀects on ﬁnancial conditions (tightening credit
conditions aﬀecting households abilities to borrow) (Haugh et al. 2010; OECD
2009; Guichard et al. 2009).
In this context, the sector crisis in the wake of the ﬁnancial crisis is no surprise. Productive margin are already hardly suﬃcient to sustain the costs of production and of the development strategies of car manufacturers, demand till than
partly artiﬁcially maintained by the household debt accumulation (in the US particularly) drops dramatically, and market conditions (mature developed markets,
environmental issues) are at their climax. Because of the primary importance of the
sector in terms of economic contribution to national income, to GDP, to exports,
and in terms of employment and assets value, no wonder that the automobile industry is among the “too-big-to-fail” sectors. As could be expected, the national
governments (and the EU) were the sector is predominant – in particular France,
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Germany, Italy and Spain – developed a series of schemes to sustain demand for
cars and support investments by car manufacturers (primes à la casse – subsidies
for old car renewals – subsidies and incentives to environmental innovation and
development, etc). More surprisingly, some car manufacturers also beneﬁted to
ﬁnancial support schemes in the form of direct and massive public lending. These
schemes are comparable to the interventions in last resort that took place in the
banks bailout and rescue plans of which the ﬁnancial sector beneﬁted. In the case
of French PSA and Renault, the ﬁnancial branch of the two car manufacturers
beneﬁtted from such schemes. While there is no wonder why a major industrial
sector facing a massive crisis may beneﬁt from public supports to investment and
demand, it is more surprising that it be helped in similar ways as a “bank”. This
apparent paradox raises the question of the ﬁnancialization of the sector. If car
manufacturers are supported in the same way as bank have been rescued, doesn’t it
suggest that they may have become “banks” themselves? This fact raises the question of the ﬁnancialization of the sector, the form and weight ﬁnancial activities
have in the sector, and the dependency of the automobile companies towards their
ﬁnancial activities.
The presence in the automotive industry of ﬁnancial activities is in itself of
course not new. Ford or General Motors already oﬀered credits to their employees
to buy the cars they had been working for in 1918, Renault of Volkswagen included
banks almost since their inner creations. It is general knowledge that the development of the car industry in the last century was made possible by the development
of ﬁnance and household debt, oﬀered preliminary by car manufacturers to their
employees and then to their customers, so that they could aﬀord the purchase of
their car. Thanks to this, the car manufacturing activity did not remain a “luxury
niche” but became the mass industry we know. This ﬁnancial scheme is known as
“ﬁnancial captives”. A ﬁnancial captive company is a subsidiary, which ﬁrstly aims
to contribute to the ﬁnancing of the mother company’s products for its clients. The
preliminary objective of a captive is to facilitate sales and to increase customers’
loyalty, while proﬁt granted from interests are secondary. The car manufacturers
were the pioneers of this scheme. General Motors ﬁnance captive company was
created as early as in 1919.
However, since the 1990s, automotive captive expanded their activities beyond the sole credit to customers. The ﬁnancial activities of car manufacturers
developed tremendously in terms of value, assets, and employees. Activities them-
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selves diversiﬁed, gradually evolving from car-market related ﬁnancing activities
to pure ﬁnancial activities with no link to the sector. These included the ﬁnancing of cars commercial activities’ working capital, the development of leasing, but
also the development of pure ﬁnancial activities disconnected from the car market. Ford and GM ﬁnancial subsidiaries for instance got involved in insurance,
mortgage loans, ﬁnancial investments, assets securitization and sub-prime credits
(Freyssenet and Jetin 2011). This development of the sectors ﬁnancial activities
beyond its traditional role of customers ﬁnancing via ﬁnancial captive captures
the ﬁnancialization process in which the sector was engaged. After 2009, on top
of the industrial diﬃculties, the ﬁnancial subsidiaries’ margin which for some time
were compensating industrial losses started also to show losses, precipitating the
collapse of some of the giants of the sector and unveiling the sectoral crisis. The ﬁnancial subsidiaries of the Big Three (Ford, GM, Chrysler) not only did not help to
limit the losses, but they contributed directly to them and reinforced them (Freyssenet and Jetin 2011). In the US, Ford hardly avoided bankruptcy, which was not
the case for GM and Chrysler. In France, Renault and PSA ﬁnancial subsidiaries
(Banks) beneﬁtted to public schemes comparable to banks bailouts, in principle
reserved to the ﬁnancial sector. Financialization has played a key role in the signiﬁcance of the automobile crisis of 2009 and onwards. The strong dependency of the
automobile companies on their ﬁnancial activities has implied a ﬁnancial fragility
on top of the inherent industrial structural diﬃculties. This was unveiled by the
ﬁnancial crisis and precipitated the crisis of the sector much beyond what should
have been expected from the sole economic impacts of the crisis on an industrial
sector (Sinapi and Jacquin 2010; Sinapi 2012).
These observations suggest that the ﬁnancialization of such a big industrial
sector can have major and non-desirable socio-economic consequences, not only
in terms of capital accumulation and growth, but also at the ﬁrm level in terms
of ﬁnancial fragility, sustainability risks and employment. A decade later, one may
wonder if the ﬁnancialization process of the sector has been continued and how.
To what extend does the sector’s ﬁrms depend upon their ﬁnancial activities? Does
this imply additional ﬁnancial fragility? An in-depth analysis of ﬁrms’ cash ﬂow,
revenues and balance sheet structure would be needed to properly address this
question, which so far has not been provided. We develop such an analysis in the
next section.
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4. TWO DECADES OF FINANCIALIZATION IN THE
AUTOMOBILE INDUSTRY: AN INDEPTH FIRM
LEVEL EMPIRICAL ASSESSMENT  METHOD,
SAMPLE AND DATA BASE STRUCTURE
In order to formally assess the patterns of ﬁnancialization of the automobile
sector over the last decades, we elaborate here an analysis of ﬁrm-level data for
a selection of car manufacturer companies. We selected the 5 car manufacturers
among the biggest companies in developed economies, excluding GM for obvious
reasons of discontinuity of ﬁnancial data due to the ﬁrm’s bankruptcy, including
French PSA and Renault for the speciﬁcities exposed in the above section and
excluding other top 1à manufacturers for the discontinuity of unavailability of
their ﬁnancial reports on the studied period. The cumulated production of these 5
companies represent in 2013 more than 1/3 of the total world production. Table 2
below provides some key characteristics of the selected ﬁrms.
Table 2. Sample: selection of 5 car manufacturers companies
Production
(million
units, 2013)
Toyota
Japan
10,3
Volkswagen Germany
9,6
Ford
US
6,1
PSA
France
2,8
Renault
France
2,7
Company
name
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Country

Creation date
Financial subsidiary name of the ﬁnancial
subsidiary
Toyota Corporation services
1982
VW Financial services
1966
Ford Motor Credit Company
1959
Banque PSA Finance
1982
RCI
1980

For the purpose of this research, we have built an original data base of key ﬁnancial and economic indicators of the sectors selected representative ﬁrms. Data
are collected in each individual ﬁrms’ annual ﬁnancial reports, on an annual basis,
from 2001 to 2014. Consistency of accounting methods have been systematically
checked and inconsistent data have been eliminated if applicable. All data have
been converted in comparable currency (EUR) at historical foreign exchange rate.
For Toyota, data in JPY and for Ford data in USD have been converted into EUR at
the annual historic JPY/EUR and USD/EUR as disclosed by the European Central
Bank.
Thirty nine ﬁnancial or economic indicators have been collected yearly and
for each company, as listed in Table 3 below. Selected indicators are dedicated to
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capture the breakdown and respective contribution of ﬁnancial towards industrial
and commercial activities in proﬁts, revenues, assets, personnel costs and headcounts (when available). Additional company level ﬁnancial indicators have been
collected in order to assess the ﬁnancial situation of the company and it ﬁnancial
policy. These indicators include cash ﬂow from operation, ﬁnancial policy information (interest paid, debt repayment and dividend policy). A last series of indicators provide general information on the ﬁrms operations (indebtness, sales growth
rates, proﬁtability indicators).
Table 3. Data base structure – Financial indicators collected (yearly data, EUR,
for each selected ﬁrms in the sample)
№
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

Financial indicator
Sales & Revenues (CA HT) – Total
Sales & Revenues (CA HT) – Industrial & commercial activities
Sales & Revenues (CA HT) – Financial activities
% Financial activities / total
Operating proﬁt – Total
Operating proﬁt – Industrial & commercial activities
Operating proﬁt – Financial activities
% Financial activities / total
Total assets – Total
Total assets – Industrial & commercial activities
Total assets – Financial activities
% Financial activities / total
Cash From Operation
Interests
Repayment
Financial liabilities
Net earnings group share – Total
Income Taxes – Total
Dividends paid
Number of shares
Personnel costs – Total
Personnel costs – Industrial & commercial activities
Personnel costs – Financial activities
% Financial activities / total
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№
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
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Financial indicator
Headcounts – Total
Headcounts – industrial & commercial activities
Headcounts – ﬁnancial activities
% Financial activities / total
Pay out ratio (p)
Dividend per share
Debt/Total Assets
Int/Debt
Growth rate sales
Net earnings group share/sales
Operating proﬁt/sales
Operating proﬁt (industrial & commercial)/sales
Operating proﬁt (ﬁnancial activities)/sales
Interest + net repayment
Personnel costs / sales

5. MAIN RESULTS
The graphs below provide an overview of the selected ﬁrms’ development
over the last 15 years. Without surprise, we observe a relatively steady / decreasing trend in sales development before the 2008 crisis, a signiﬁcant drop in 2009
(except for Toyota) and a following recovery, though at diﬀerent scales and speed
among the ﬁrms (cf. Graphs 1 and 2 below).
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Graph 1. Annual sales turnover (million EUR)
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Graph 2. Growth rate (annual %)
In contrast, added value (calculated from the collected indicators – Graph
3 below) tends to be stable or growing before the crisis, drops between 2005 and
2009 depending on the company and, except for VW and Toyota, no clear growth
intervene after the crisis, although the level stabilizes.

Graph 3. Annual added value development (million EUR)
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Interest payment globally diminish over the period (Graph 4a), due to the
diminishing the eﬀective interest rate paid to service the debt –Graph 4b). This
is to be related to external factors, namely the crisis related monetary policies
implemented in the EU and the US to maintain low interest rates. The decrease of
interest paid however tends to be less marked than the interest rate decrease, suggesting a maintaining or increasing weight of interest in relative terms.

Graph 4a. Annual interest payments (million EUR)

50

Graph 4b. Annual eﬀective interest rate (%)
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Furthermore, in spite of weak ﬁnancial performance, dividends (cf. Graph
5 below), after a logical pause during the crisis years, start again and signiﬁcantly
increase after 2010 for all selected companies (except PSA2).

Graph 5. Annual dividend payments (million EUR)
These observations suggest a somewhat paradoxical situation, where revenues attributed to the ﬁnancial stakeholders (shareholders) increase, in disconnection with the added value development. This in such is coherent with the traditional ﬁnancialization hypothesis of increased “predation of the rentier class”.
A closer look to detailed data is however requested, in order to better qualify
ﬁnancialization in itself and its eﬀects on the ﬁrms’ ﬁnancial behavior.
In this prospect, we now try and assess the dependency of ﬁrms to their
ﬁnancial activities. Data show that from 2001 to 2011, the share of ﬁnancial assets over total assets (Graph 6) gradually grow for the selected companies (except
Ford), to reach 30% to 50% of total assets. Ford’s ﬁnancial assets share does not
grow during the 2000s, but the percentage of ﬁnancial assets is already very high at
more than 60% of total asset in average. This trend tends to be reversed after 2009,
but there are signs of renewal of the increase after 2013. Besides, except for PSA,
the share of ﬁnancial assets remain above 40%. Financial investment importance
is thus primary within the selected companies.

2 To be related to the speciﬁc negotiation of PSA with the French government in face of
PSA’s industrial restructuring plan taking place in the country.
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Graph 6. Share of ﬁnancial assets over the total assets (in %)
More signiﬁcantly, we measure the respective contribution of ﬁnancial and
industrial proﬁts (net income) in the ﬁrms’ total consolidated proﬁts3. For the 3
European companies, the contribution of ﬁnancial proﬁt to total proﬁts is globally
following a growing trend in the decade preceding the crisis, reaching in some
years more than 50%. Toyota and Ford do not follow this trend, but Ford’s proﬁts
are dependent at more than 50% upon ﬁnancial proﬁts in the majority of the time
period, while Toyota seems not to depend upon the ﬁnancial activity proﬁtability.
This suggests, as assets data, that Ford’s ﬁnancialization process started before
the 2000s, while the European car manufacturers followed this trend in the 2000
and became signiﬁcantly dependent upon their investments and returns in their
ﬁnancial activities. We may note that the partial data we have for GM (before its
bankruptcy) shows similar patterns as Ford. Eventually, it is noticeable that Toyota
seems to engage in this process after the crisis, ﬁnancial activities contribution to
proﬁt gradually increasing.
Despite these companies diﬀerence in the development of their ﬁnancialization process through time, we observe for all the selected companies that during
the crisis ﬁnancial proﬁts contribution becomes negative, as expected (ﬁnancial
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3 To have representative ﬁgures in spite of negative net results in some years at the total
or activity level, we calculated contribution as follows:
Industrial proﬁt contribution = ABS(industrial net income) / (ABS(industrial net
income) + (ABS (ﬁnancial net income), expressed as a %
Financial proﬁt contribution = ABS(ﬁnancial net income) / (ABS(industrial net income)
+ (ABS (ﬁnancial net income), expressed as a %
The total of industrial + ﬁnancial proﬁt contribution equals 100%.
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crisis). Yet, after the crisis, for all selected ﬁrms, the contribution of the ﬁnancial
activity to total proﬁts is restored at a very signiﬁcant level, as shows Graph 8.

Graph 7. Contributions of ﬁnancial vs. industrial proﬁts to total proﬁts
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Graph 8. Contribution of the ﬁnancial proﬁts to total proﬁt in %, 2013

53

Christine Sinapi and Yannick Gagne

Financialization of Non-Financial Companies: An Insight…

Last, the collected data also provide signiﬁcant information in terms of cash
ﬂow breakdown (cf Graph 9). They suggest that for the majority of the ﬁrms we
study, ﬁnancial fragility in the sense of Minsky4 raises alongside with their ﬁnancialization: cash from operation becomes less able to cover the interest payments
and debt reimbursement. It also appears that at the burst of the ﬁnancial crisis,
most studied ﬁrms become Ponzi in the sense of Minsky: their cash from operation are insuﬃcient even to cover interest payments. This situation improves after
the crisis, although the development of cash ﬂows and debt service suggests that
ﬁnancial fragility starts to develop again.
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Graph 9. Assessment of ﬁnancial fragility (Minskian criteria)
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4 Following Minsky, ﬁnancialization is both understood as a long term transformation
process of the economic institutions and as an accelerator of the business cycles
mechanisms endogenously leading to an increase of the ﬁnancial fragility. The latter
materializes at the ﬁrms’ level in a deterioration of the ability of ﬁrms to service their
ﬁnancial commitments, following the well – known Minskian “speculative” and Ponzi
criteria, assessed in terms of cash ﬂows breakdown.
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6. CONCLUDING REMARKS
In this paper, we investigated the importance, patterns and consequences of
ﬁnancialization in the automobile sector.
While ﬁnancialization is recognized as one of the major transformation of
our capitalist economies in the last three decades, research on the topic has primarily focused on its socio-political dimensions and its macro-economic and distributional eﬀects: ﬁnancialization is proved to contribute to the increase of the
“rentier” share and the ﬁnancial class power, to have negative impacts on productive capital accumulation and growth and to favor the increase in inequalities.
Firm-level analyses, although in our view key to the question, have so far received
limited attention and proper ﬁrm-level empirical studies remain partial and insufﬁciently developed. In this paper, we contribute to such a project.
We chose to study the car manufacturing industry because the automobile
sector is one of the major industrial sectors, both in terms of contribution to production, to international trade and to employment. In addition, the automobile
sector was severely hit by the global crisis in 2008–2009. There is no deny that
the structural and economic context of the sector largely explain the diﬃculties
and the crisis of the sector. However, the proportion of the crisis seems higher
than what could have been expected from the traditional economic spillover effects of the ﬁnancial crisis on an industrial sector. The public support received in
some cases by car manufacturers were comparable to the schemes implemented
to rescue banks. These observations suggest that part of the explanation may come
from the ﬁnancialization of the sector’ ﬁrms. We draw our analysis on the above
research intuition.
Our contribution is twofold. First, we build an original data base of 38 ﬁnancial and economic ﬁrm-level indicators for 5 of the biggest car manufacturers
over the last 15 years (2001–2014). Secondly, we examine these data in order to
assess the degree and form ﬁnancialization has taken in the sector. We eventually
investigate to what extent ﬁnancialization has aﬀected the ﬁnancial fragility of the
sector at the individual ﬁrms’ levels.
Our results show that:
i) Financialization has developed among the selected ﬁrms of our sample in
the last decades, taking the form of an increasing share of ﬁnancial assets
compared to industrial assets and an increasing dependency of proﬁts to
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ﬁnancial activities. Diﬀerences exist among companies. Dynamic observations suggest in particular that the ﬁnancialization process took place
in the US before the 2000s, developed in European car manufacturers in
the 2000s and is starting in other regional areas. The level of dependency
of assets and proﬁts upon the ﬁnancial activities remain very signiﬁcant
even after the crisis and tends to increase again in the recent years.
ii) While sales and economic performance (added value) tend to be severely
aﬀected by the crisis, with limited and variable levels of recoveries after
the crisis, on the opposite dividends tend globally to increase in spite of
deteriorated added value and revenues, in particular after the crisis. Interest payments globally decrease, but this is to be related to f the global interest rate decrease associated to crisis-related monetary policies – more
than to a clear will to decrease the weight of ﬁnancial commitments by
the observed ﬁrms. Revenues allocated to ﬁnancial stakeholders tend to
increase over the period in relative terms, without this being correlated
to an improvement of the ﬁrms’ real economic performance. Some differences appear among companies, but the global trends support these
observations. This observation is coherent with the literature on ﬁnancialization and with the assumption of in increase of the “rentier” share
alongside ﬁnancialization.
iii) Financial fragility increases, and reaches its climax during the 2008–2009
years where several of the studied companies can be considered as “Ponzi”
in the sense of Minsky. This suggests that the ﬁnancialization of the sector
may have contributed to the development of their ﬁnancial fragility, by
adding to the inherent industrial risk the cyclicity of the ﬁnancial sector.
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In the face of deteriorating industrial and commercial margins, of very signiﬁcant structural diﬃculties ampliﬁed by the exacerbating global competition,
environmental issues and oil price increase, the automobile sector developed ﬁnancial activities beyond the traditional role of the the automobile ﬁnancial captives, presumably in order to protect and compensate the industrial deteriorating
returns by more proﬁtable ﬁnancial investments.
The sector was severely hit by the global crisis. GM or Chrysler were pushed
towards bankruptcy and all car manufacturers faced severe economic and ﬁnancial
diﬃculties, leading to employees lay oﬀs, relocation of productions outside devel-
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oped countries and shut downs of productions sites such as the symbolic French
PSA Aulnay factory. While there is no deny that these diﬃculties are preliminary
attributable to the industrial context of the sector and to the global economic situation, we argue in this paper that the sector was engaged, at variable levels, in a
process of ﬁnancialization, which exacerbated the sector diﬃculties during the crisis. By increasing the dependency upon ﬁnancial activities, the sector added to its
inherent fragilities the cyclicity of the ﬁnancial sector and a risk level much beyond
traditional industrial risks. The recent development resulting from our observations suggest that if the ﬁnancialization process was at a time interrupted by the
crisis, ﬁnancialization is still signiﬁcant and in some cases developing. In the light
of the above analysis, this questions the eﬀective nature of the sector (preliminary
industrial or ﬁnancial), its eﬀective risk level, and the consequences of such transformation on future industrial production, revenues, and employments.
The above results would call further and complementary research and limits. Formal and statistical assessments of the correlations and causalities between
ﬁnancialization and (i) performance, (ii) ﬁnancial fragility and (iii) employment
remain to be done. Besides, further qualitative investigations should be developed
to test the robustness of the explanatory hypotheses we put forth. Eventually, the
extension of the analysis on a longer time period would be useful.
To conclude, the above results call for a revision of the supervision of “toobig-to-fail” industries involved in ﬁnancialization, which should be reinforced. At
the ﬁrm level, a proper ﬁnancial risk analysis and ﬁnancial risk disclosure may also
be incorporated. Eventually, we may question the global process of ﬁnancialization
of non-ﬁnancial ﬁrms.
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Rezime:
Finansijalizacija neﬁnansijskih kompanija: uvid u automobilski
sektor
Finansijski potresi giganata automobilske industrije – uključujući bankrot
GM-a – vodili su nedostatku rasprave u vezi sa otkupom ugroženih kompanija od strane države koji je opravdan motivom „suviše veliki da bi se dopustio
bankrot”. Ipak veza između poteškoća u automobilskom sektoru i ﬁnansijske
krize koja je izbila 2008. godine i dalje nije ispitana. U ovom radu testiramo
hipotezu da ﬁnansijalizacija automobilskog sektora igra značajnu ulogu u krizi
koja ga trenutno potresa. U tom cilju smo konstruisali bazu podataka na osnovu pojedinačnih ﬁnansijskih izveštaja najvećih kompanija iz automobilskog
sektora i analizirali je za period 2000−2015. godine. Analiza bilansa stanja i
novčanih tokova potvrđuje izražen trend ﬁnansijalizacije sektora, posebno u
periodu nakon 2005. godine. U skladu sa teorijom Hajmana Minskog, testiramo robusnost bilansa stanja auto-kompanija primenjujući njegovu podelu na
hedž, špekulativne i Ponzi privredne jedinice. Ova analiza ukazuje na to da je
automobilski sektor u celini ﬁnansijalizovan i da je ﬁnansijski izrazito krhak.
U daljem tekstu preporučujemo ekonomske politike koje bi valjalo primeniti
sa ciljem oporavka automobilske industrije.
Ključne reči: ﬁnansijalizacija, neﬁnansijske korporacije, automobilski sektor,
proizvođači automobila
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