Institutional Asset-Management Concentration

Does Big Three Scale Improve Efficiency or Over-Concentrate Governance
Power?



1. Introduction and Thesis

BlackRock, Vanguard, and State Street manage a combined $31.7 trillion' as of year-end 2025
(Exhibit 1). That’s more money than the annual output of every country on Earth except the
United States ($30.77 trillion?) and China ($19.5 trillion®). That comparison mixes an asset stock
with a yearly economic flow, so it is not literal, but it points at something real: three private

companies now sit at the center of how corporate America is owned, voted, and financed.

Manager Total AUM Global % of Big Three  Flagship Passive
(Year-End 2025) AUM Rank  Combined Vehicle

BlackRock, Inc. $14.04 trillion #1 44.3% iShares Core S&P 500
ETF (IVV)

The Vanguard Group ~$12.0 trillion #2 37.9% Vanguard S&P 500 ETF
(VOO)

State Street Global $5.67 trillion #4 17.9% SPDR S&P 500 ETF

Advisors Trust (SPY)

Big Three Combined ~$31.71 trillion — 100%* —

Exhibit 1 — AUM by Manager, Year-End 2025. Combined Big Three assets under management total approximately
831.71 trillion. *Manager shares sum to slightly above 100% due to rounding in the underlying disclosures, State
Street's verified share is 17.9%, not the 18.0% sometimes cited. Sources: BlackRock 2025 Form 10-K; State Street
04 2025 earnings release; Vanguard year-end 2025 disclosure (Vanguard figure rounded, independent same-date

confirmation pending).

That position did not happen overnight, and it did not happen by force. It happened because
investors moved, en masse, from actively managed funds into passive index funds, chasing lower
costs, and the firms best positioned to deliver those lower costs kept getting larger as a result.
That migration is the efficiency case in miniature: cheaper products attracting more capital,
which in turn makes the products cheaper still. But owning shares means casting votes, and the
same scale that compresses fees also concentrates who casts them. By 2021, the Big Three cast a
median 27.5%* of votes at S&P 500 annual meetings while owning 21.9%° of the underlying
shares (Exhibits 2-3), a gap that regulators, scholars, and now federal courts are actively
contesting.

This paper treats the efficiency case and the governance-risk case as two separate, honestly
argued positions, tests each against the available verified data, and closes with a clear verdict on
which concern should weigh more heavily going forward — not merely a summary of both sides.

"BlackRock, Inc., 2025 Form 10-K ($14.04T); Vanguard year-end 2025 disclosure (~$12.0T, rounded); State Street Q4 2025
earnings release ($5.67T). Combined figure calculated from these three sources.

*World Bank, GDP (current US$), United States, 2025 data update.

*World Bank, GDP (current US$), China, 2025 data update.

“Bebchuk & Hirst, "Big Three Power, and Why It Matters," 102 B.U. L. Rev. 1547 (2022), Table 2. Rounded sum of manager
medians; article text states 27.6%.

*Bebchuk & Hirst (2022), Table 1. Figure is for 2021, the most recent verified actual.



Big Three scale delivers real, measurable efficiency gains for ordinary investors, but it does so
by concentrating corporate voting power in three firms to a degree that current voluntary
safeguards have not meaningfully reduced.

2. Concentration Data and Exhibits

The five exhibits below establish the scale of the Big Three's footprint and the two trend lines,
ownership and voting, at the heart of the governance question. Figures are drawn from company
disclosures, World Bank data, and the academic literature on institutional ownership, and every
figure below has been checked against the underlying source rather than taken at face value from
any single summary.

Scale by itself is a static fact. The more consequential trend is how much of the market the Big
Three have come to own over time, shown in Exhibit 2 below. Combined median ownership of
S&P 500 companies rose from 7.1% in 2000° to 12.3% in 2008” to 21.9% by 2021%, roughly
tripling over two decades. If that trend line continues, researchers project the Big Three could
hold roughly a third (33.4% by 2038°) of S&P 500 shares, a conditional extrapolation from the
historical growth rate, and it should not be cited as an actual forecast.

Combined Big Three Ownership Share of S&P 500 Companies
(Verified figures)
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Source: Bebchuk & Hirst, "Big Three Power, and Why It Matters," 102 B.U. L. Rev. 1547 (2022), Table 1.
Data end in 2021; no verified 2023 actual exists. 2038 figure is a conditional trend extrapolation, not a forecast.

Exhibit 2 — Combined Big Three Ownership Share of S&P 500 Companies, 2000-2021, with Conditional 2038
Extrapolation. Source: Bebchuk & Hirst, “Big Three Power, and Why It Matters,” 102 B.U. L. Rev. 1547 (2022),
Table 1.

Ownership alone would be a story about scale. It becomes a story about governance once voting
is added, as Exhibit 3 shows. By the end of 2021, the Big Three collectively cast a median

®Bebchuk & Hirst (2022), Table 1.

"Bebchuk & Hirst (2022), Table 1.

8Bebchuk & Hirst (2022), Table 1.

*Bebchuk & Hirst, "The Specter of the Giant Three," 99 B.U. L. Rev. 721 (2019), trend-extrapolation methodology. Conditional
projection, not a forecast anchored to a confirmed later data point.



27.5%" of votes at S&P 500 annual meetings — 5.6 percentage points above their 21.9%
ownership share, with Vanguard (12.0%'") and BlackRock (9.8%'") each individually casting
more votes than most single institutional holders. The mechanism behind that gap is
participation, not disproportionate control: the Big Three vote nearly every share they hold,
while a substantial share of other investors do not vote at all.
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Source: Bebchuk & Hirst, "Big Three Power, and Why It Matters,” 102 B.U. L. Rev. 1547 (2022), Table 2
Voting share exceeds ownership share because the Big Three vote nearly all shares held, while many other holders do not vote.

Exhibit 3 — Aggregate Voting Share at S&P 500 Annual Meetings, 2007-2021. Source: Bebchuk & Hirst (2022),
Table 2, based on FactSet 13F holdings and FactSet SharkRepellent vote-count data.

The remaining two exhibits,

Exhibit 4 and Exhibit 5, establish the other half of the picture: why

investor capital has moved toward these three firms in the first place. The asset-weighted average
expense ratio on index equity ETFs fell from 0.24% in 2015" to 0.14% in 2025", while index
equity mutual funds, dominated by Vanguard's fund structure, now average just 0.05%".

"Bebchuk & Hirst (2022), Table 2.
"Bebchuk & Hirst (2022), Table 2.
Bebchuk & Hirst (2022), Table 2.

BInvestment Company Institute, “Trends in the Expenses and Fees of Funds, 2025,” ICI Research Perspective 32, no. 1 (March

2026).

“ICI, “Trends in the Expenses and Fees of Funds, 2025.”
SICI, “Trends in the Expenses and Fees of Funds, 2025.”



Passive Fund Fee Compression, 2015-2025
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Source: Investment Company Institute, “Trends in the Expenses and Fees of Funds,” annual editions 2016-2026 (Lipper/Morningstar data)
For reference, 2020 asset-weighted average fees for the Big Three individually were: BlackRock 0.25%, State Street 0.16%, Vanguard 0.09% (Momingstar, 2020 U.S. Fund Fee Study)

Exhibit 4 — Fee-Compression Trend, 2015-2025. Source: Investment Company Institute, “Trends in the Expenses
and Fees of Funds,” annual editions 2016—2026; individual-manager comparison from Morningstar, 2020 U.S.
Fund Fee Study.

That fee decline tracks a broader migration of investor capital toward passive products, as
Exhibit 5 illustrates. Index funds grew from 19% of long-term U.S. fund assets in 2010 to 52%
by 20257, while total long-term fund assets nearly quadrupled from $9.9 trillion'® to $36.6
trillion', a much larger pool for the Big Three's index franchises to hold and vote within.

U.S. Index-Fund AUM: Market Share and Growth, 2010-2025
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Exhibit 5 — U.S. Index-Fund Market Share and Growth, 2010-2025. Source: Investment Company Institute,
“Trends in the Expenses and Fees of Funds, 2025,” Figure 5.

1ICI, “Trends in the Expenses and Fees of Funds, 2025,” Figure 5.
ICI, “Trends in the Expenses and Fees of Funds, 2025,” Figure 5.
BICIL, “Trends in the Expenses and Fees of Funds, 2025,” Figure 5.
PICIL “Trends in the Expenses and Fees of Funds, 2025,” Figure 5.



3. Financial Analysis

3.1 Quantifying Fee Compression

The verified expense-ratio data in Exhibit 4 supports a precise statement of the efficiency case
rather than a general impression of “fees went down.” The index-equity ETF expense ratio fell
by exactly 10 basis points® over the decade, a 41.7% relative decline”. Put differently, the 2025
fee level represents 58.3%% of what the same fee category cost in 2015. This is the single
strongest, most directly attributable efficiency data point available, because it is a like-for-like
comparison of the same product category rather than a comparison across different fund types or
providers.

3.2 Quantifying the Voting Premium

The same discipline applied to the voting data in Exhibits 2 and 3 produces the paper's central
governance metric. Big Three ownership share in 2021 stood at 21.9%?%; their share of votes cast
stood at approximately 27.5%?. The absolute gap is 5.6 percentage points*. Expressed as a
relative premium, voting share exceeded ownership share by 25.6%* — or, expressed as a ratio,
the Big Three's voting weight ran at 1.26 times?” their ownership weight. This premium should be
treated as illustrative of direction and rough magnitude — built from rounded, independently
summarized inputs, rather than as a precision instrument.

3.3 An Illustrative Revenue Check

One useful original calculation, using only the aggregate figures already verified above, tests a
claim implicit in the efficiency case: that fee compression has been costly to the managers
driving it. Total long-term U.S. fund assets grew, per Exhibit 5, from $9.9 trillion in 2010%* to
$36.6 trillion in 2025%. This is a multiple of roughly 3.7x*, while the asset-weighted ETF
expense ratio fell to 58.3%' of its earlier level. Multiplying a 3.7x larger base by a fee rate at
58.3% of its prior level yields an index value of approximately 2.16* relative to the 2010 starting
point: even after the fee cuts, the revenue base implied by this aggregate proxy would be more

PCalculated from ICI asset-weighted ETF expense ratios: 0.24% (2015) to 0.14% (2025).
21(0.24% — 0.14%) / 0.24% = 41.7%. Author calculation from ICI data.

220.14% / 0.24% = 58.3%. Author calculation.

BBebchuk & Hirst (2022), Table 1.

*Bebchuk & Hirst (2022), Table 2.

227.5% — 21.9% = 5.6 points. Author calculation.

5.6 /21.9 = 25.6%. Author calculation.

2127.5 /21.9 = 1.26x. Author calculation.

BICI, “Trends in the Expenses and Fees of Funds, 2025,” Figure 5.

PICI, “Trends in the Expenses and Fees of Funds, 2025,” Figure 5.

39$36.6T / $9.9T = 3.70x. Author calculation.

31See §3.1 calculation above.

323,70 x 0.583 = 2.16. Author calculation; illustrative order-of-magnitude estimate using industry-wide ICI aggregates, not
manager-level audited revenue.



than double what it was fifteen years earlier. This is a first-order estimate built from
industry-wide figures rather than manager-level audited revenue disclosures, which were not
available to this team at time of writing, but it is enough to place the burden of proof on any
argument that fee compression has starved these managers of stewardship resources.

3.4 A Structural Thought Experiment: Concentration Limits

A natural policy response to the governance-concentration finding is some form of cap on how
much of any single company a single manager, or affiliated group of funds, may hold or vote.
The verified data available here supports two directional conclusions about such a proposal,
without modeling its precise effects. First, a binding cap would mechanically reduce the
voting-share gap described in Section 3.2, since forced divestment or forced abstention would
pull the Big Three's cast-vote share back toward their permitted ownership share by construction.
Second, the same mechanism would partially undo the scale economics described in Section 3.1:
if a cap forced assets out of the largest, lowest-cost vehicles and into smaller or more fragmented
ones, the fixed-cost base described in Exhibit 4 would be spread across a smaller pool per
vehicle, likely slowing or reversing some of the fee compression investors have benefited from.
Any credible proposal to cap Big Three concentration should therefore be evaluated on both
sides of this tradeoff, not solely on its governance benefits.

3.5 Concentration Within the Big Three, and the Manager Fee Gap

Two further original calculations, built from figures already verified in Exhibit 1 and Exhibit 4,
sharpen the concentration and efficiency findings rather than introducing new claims. First, the
three-way AUM split in Exhibit 1 obscures how unevenly concentrated the Big Three's own
combined asset base actually is: BlackRock and Vanguard together account for approximately
82.1%% of the Big Three's combined AUM, leaving State Street with roughly one-fifth of the
group's total scale. The concentration this paper describes is therefore not evenly spread across
three peer firms; it sits disproportionately in the two largest managers, which sharpens rather
than softens the governance-risk case in Section 4.

Second, the 2020 manager-level fee data, the individual BlackRock, Vanguard, and State Street
figures noted in Exhibit 4's caption, supports a more precise statement of the efficiency case than
the aggregate ETF figures in Section 3.1 allow. Vanguard's 2020 asset-weighted average fee of
0.09%* was approximately 64% lower* than BlackRock/iShares' 0.25%, with State Street's
0.16% falling between the two. This gap is a genuine, verified pricing difference within the Big
Three, but it should not be read as proof that scale alone determines cost: the 2020 averages
reflect different product mixes across the three managers' fund lineups, and do not establish that
AUM differences caused the fee gap on their own.

3(14.04 + 12.0) / 31.71 = 82.1%. Author calculation from Exhibit 1 figures, cross-checked against Verification Book Claims
C01-C04 and Sources S01-S05.

3*Morningstar, 2020 U.S. Fund Fee Study, as verified in Claim C12 and Sources S14-S15.

33(0.25% — 0.09%) / 0.25% = 64%. Author calculation from verified 2020 manager-level fee figures.



4. Counterarguments and Third-Party Perspectives

The efficiency case made above does not go unanswered. A range of regulators, scholars, and
institutional investors have taken the concentration question seriously enough to testify on it,
litigate it, and in at least one case, actively hedge against it with their own capital. This section
represents that opposing view on its own terms.

4.1 The Regulatory Split

Two SEC commissioners, writing seven years apart, converge on the same underlying concern
despite disagreeing on its cause. Robert Jackson (2018) testified before the FTC that whether
shared ownership weakens market competition can reasonably be argued either way, but that
corporate elections are increasingly decided by a small number of index fund managers, and that
existing SEC rules leave investors with limited visibility into how those shares are voted. Hester
Peirce (2025) went further on the proposed remedy rather than the diagnosis: she questioned
whether returning votes to individual investors is even an appropriate fix, noting that a fund
adviser's duty runs to the fund itself rather than to individual fund investors, and that passing
votes to whichever minority expresses a preference does not reflect the fund's actual ownership.
Both commissioners, from different ends of the debate, treat the voting concentration itself, not
merely the ownership concentration, as the pressing issue.

4.2 Antitrust Litigation

The concentration debate has moved from journals into federal court. Thirteen states, led by
Texas, allege the three firms used shared coal-company holdings to suppress output and raise
electricity prices for consumers. On May 22, 2025, the FTC and DOJ Antitrust Division filed a
joint brief supporting the states, arguing that asset managers can be held liable under Clayton Act
Section 7 when they use holdings in competing companies to reduce competition. The court
declined to dismiss most claims on August 1, 2025. This procedural posture should not be
overstated: at the motion-to-dismiss stage, courts are required to treat the plaintiffs' allegations as
true, so the ruling establishes only that the legal theory may proceed, not that the alleged conduct
occurred. Discovery is expected to continue into 2027. BlackRock has characterized the suit as
an attempt to rewrite antitrust law on an absurd theory, stating its investment decisions follow
fiduciary duty rather than politics, and arguing that forced divestment would restrict coal
companies' access to capital and raise energy prices — the opposite of the plaintiffs' stated goal.

4.3 The Academic Stewardship Dispute

Corporate governance scholars are themselves split on whether Big Three incentives point
toward better or worse stewardship. Bebchuk and Hirst (2022) argue that because index fund
managers earn a small fee based on assets under management, any value created through active
oversight of a single portfolio company returns to them only in small proportion, leaving them



structurally underinvested in stewardship relative to what their own investors would prefer if
asked directly. Kahan and Rock (2020), working from the same structural facts, reach the
opposite conclusion: because the Big Three hold such large positions, even modest
improvements in portfolio-company value are worth substantial sums to them, giving them
among the strongest direct financial incentives of any investor type to stay informed. Fisch,
Hamdani, and Solomon (2019) add a related argument on the defending side, that passive
investors compete on overall portfolio performance rather than individual stock selection, giving
them a genuine interest in governance quality across the whole market. These positions were
published in the same law review, two years apart, from the same underlying facts — a genuine,
unresolved scholarly disagreement rather than a settled question with one side simply better
publicized.

4.4 The Unresolved Empirical Fight on Pricing

A separate empirical dispute concerns whether common ownership actually raises consumer
prices. Azar, Schmalz, and Tecu (2018) examined the U.S. airline industry and found common
ownership associated with higher ticket prices. Dennis, Gerardi, and Schenone (2022) reanalyzed
the same underlying data and found the correlation arose from the market-share component of
the common-ownership measure rather than from ownership or control itself. Azar and
colleagues published a rebuttal in 2022; Dennis and colleagues published a further response later
that year. The dispute remains open within the same journal that published both sides, and it
should be cited as contested, not as settled proof that common ownership harms consumers.

4.5 A Second Layer of Concentration: Proxy Advisors

Institutional investors do not evaluate every ballot independently; they subscribe to proxy
advisory firms, and ISS and Glass Lewis together account for approximately 90%* of that
advisory market in the United States. When either firm recommends voting against management,
its subscribers are roughly 20 percentage points®” more likely to oppose management than other
investors which is the clearest available measure of their influence. Neither firm has taken a
public position on Big Three voting concentration specifically, but both revised their approach
through 2025 following congressional hearings, state investigations, and a December 2025
executive order: ISS moved to case-by-case assessment of environmental and social proposals
starting in the 2026 season, and Glass Lewis will discontinue standard benchmark guidelines
from 2027 in favor of client-specific frameworks, registering with the SEC as an investment
adviser.

4.6 Stress-Testing the Industry's Fix

3%Shu, C. (2024). “The proxy advisory industry: Influencing and being influenced.” Journal of Financial Economics, 154, 103810.
Shu (2024).



The industry's primary response to concentration criticism has been to let clients direct their own
votes rather than have the manager decide on their behalf. Enrollment figures look meaningful in
isolation: BlackRock's Voting Choice reports approximately $851 billion* in index-equity
holdings enrolled as of March 2026, up from about $784 billion* in mid-2025. But enrollment is
not participation. Vanguard's Investor Choice covered $1 trillion® in eligible assets across twelve
funds as of August 2025, yet actual investor uptake was approximately $9 billion of $264
billion* in eligible fund assets, about 3.4%%, despite a Vanguard survey finding 57%* of
investors expressed interest in the option. The OECD's own assessment complicates the case for
treating client-directed voting as a fix at all: fragmenting a manager's voting bloc across many
individually expressed preferences can weaken that manager's ability to present a unified
position to portfolio companies, and less-resourced asset owners may lack the expertise to
exercise redirected votes on complex governance questions. A separate, real-world signal comes
from CalPERS, the largest U.S. public pension fund at approximately $637 billion*, which has
added $65 billion* to its active equity portfolio over three years — moving in the opposite
direction from the broader market's passive migration, and evidence that at least one large,
sophisticated owner treats reliance on Big Three index products as a risk worth actively hedging
against.

5. Conclusion and Value-vs-Risk Verdict

The two halves of this paper's research question do not carry equal weight of evidence. The
efficiency claim is proven, not merely argued: fees have fallen by 41.7% on an asset-weighted,
like-for-like basis over a decade, investor capital has moved decisively toward the cheaper
passive option, and the illustrative revenue check in Section 3.3 shows that this compression has
not come at the cost of manager scale or resources, both grew together. The governance claim is
real but contested rather than resolved: a measurable 1.26x voting-to-ownership premium, taken
seriously by SEC commissioners across two administrations, now the subject of live federal
litigation whose outcome will not be known before 2027, and layered further by concentration
among the proxy advisors that inform much of the Big Three's own voting. The concentration
itself is also less evenly distributed than a simple three-way split suggests: per Exhibit 1,
BlackRock and Vanguard alone account for roughly 82% of the group's combined AUM,
meaning the governance question this paper raises is really a question about two firms' judgment
more than three.

*¥BlackRock (2025b), 2025 Global Voting Spotlight, as of March 31, 2026.

¥BlackRock, n.d., Voting Choice program disclosure, mid-2025 figure.

“*Vanguard (2025, August). “Vanguard Investor Choice: 2025 investor participation and preferences.”

“'Vanguard (2025, August).

“$9B / $264B = 3.4%. Author calculation from Vanguard (2025) figures.

“Vanguard (2025, August).

“Markets Group (2026, July). “Active management still works if you can beat the index: CalPERS' head of global public equity.”
“Markets Group (2026, July).



Weighing both sides against the evidence gathered here, this paper's verdict is that the
governance-risk case currently outweighs the residual efficiency gains still available at this scale.
The efficiency argument has already delivered nearly all of its value: expense ratios in the
cheapest fund categories are approaching structural floors near 0.05%, leaving little further room
for scale to compress costs much further. The governance-risk argument, by contrast, remains
active and largely unaddressed: the one remedy the industry has offered, client-directed voting,
has drawn real investor interest from a majority of those surveyed, yet actual participation of
only about 3.4% at Vanguard. A safeguard that exists and functions exactly as designed, but is
used by roughly one in thirty eligible investors, has not meaningfully closed the gap it was built
to close.

Verdict: Efficiency — Strong and Realized. Governance Risk — Material and Unresolved.
On balance, Big Three scale should be judged a net positive for ordinary investors on cost
grounds, but the unresolved governance concentration is the more urgent issue for
regulators and the industry to address next, and current voluntary fixes have not done so.
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