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When people say share ownership is highly diversified, they think most large public corporations
have lots of shareholders — and often the largest shareholder has less than 15%, sometimes
less than 5%, of the total shareholdings.

But looking at it this way obscures the concentration that is taking place. The same
organisations — usually finance capital, rarely families or individuals — own these public
companies. We (David and Georgina) first researched this in 2009, and we’ve since found that
the trend is of increasing concentration in several countries over three decades .

When one organisation alone controls more than 6% of shares in very large global corporations,
and 30 control more than half of all shares in these corporations, that signifies very high
concentration.

Our 2009 study found that various forms of financial capital controlled the great majority
(68.4%) of shares in the world’s very large corporations. Individuals or families held only a
minimal proportion (3.3%), and industrial companies held relatively little.

Banks were the most common specific type of individual or organisation that controlled the
shareholdings in very large corporations.

Levels of concentration

Our study used a database of shareholdings in the 299 largest publicly-listed global
corporations from the Bureau van Dijk global database of corporations, OSIRIS. This database
combined information from around 100 sources and covers nearly 63,000 companies
worldwide.

In some cases, the true ownership of shares is hidden by the use of “nominee” or “depository”
organisations. These vary in significance and legal treatment between jurisdictions .
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They include such entities as as Clearstream and Euroclear in Europe, the Depository Trust
Corporation in the US, Hong
Kong Securities Clearing Company Nominees

in Hong Kong (which makes it to our list of the top-30 private shareholders), the Canadian
Depository for Securities (which would be the second-largest shareholder in that country), and a
variety of bank nominees

in Australia

— where nominee shareholdings are unusually important, accounting for half of significant
Australian shareholdings in 2009-10.

The nominee normally is not exercising its own discretion in investment decisions. Rather, the —
often-secret — beneficial owner of the shares exercises decision-making power and control.

This is quite different to the funds managers who dominate in our analysis and who mobilise
money owned by other people and make investment decisions on their behalf. Broadly
speaking, nominee holdings make little difference to the global picture presented here.

US-based very large corporations accounted for 29% of companies in our database. By region,
Europe (mostly the UK, France and Germany) accounted for 37% of companies. This was
greater than the share of the Americas (32%) and Asia (including Japan, Korea, China, the
Middle East and Australia), at 30%.

The largest 30 shareholders (out of more than 2,100 share controllers) owned or controlled
some 51.4% of the assets of the 299 companies. This is a significant concentration of resources
and power — 1.5% of shareholders controlling 51% of shares.

These 30 shareholders were made up of 21 private-sector shareholders and nine public-sector
(that is, government-owned) shareholders. Nine government agencies between them account
for 17% of the assets of the 299 very large corporations.

Importantly, one company that is relatively unknown outside financial circles, BlackRock Inc,
held or controlled 6.1% of the assets of the 299 companies (around US$3 trillion) in 2009. It is a
US financial company, mostly a “fund manager”, with offices in 30 countries and about 8,400
employees.
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BlackRock, as a fund manager, mobilises other people’s money to buy and control shares in the
many companies in which it has a stake. So it exercises control of shares principally through
the funds it manages rather than through buying shares for itself. More than 85% of its share
ownership was via funds it controls.

BlackRock was the largest share controller not only internationally but also among Canadian,
German, Italian and American very large corporations.

The next-largest private shareholders were AXA, (3.4%), JP Morgan Chase (3%) and Capita

| Group
(2.5%).

The governments of the UK (4.7% in 2009, having “rescued” ailing banks in the global financial
crisis, but now lower) and China (4.5%) were also large share controllers. And through its sove
reign wealth fund

, the Norwegian government controlled 1.2% of shares in very large corporations.

Six of the top ten private shareholders were based in, or at least originated from, the US, as did
ten of the top 21. Three of the top ten were based in France, and one in the UK.

All of the top ten were financial institutions of one type or another: banks, financial companies,
insurance companies, or mutual and pension funds or trusts.

The top eight shareholders each held shares in more than half of the top 299 corporations. So,
their potential influence was spread across a very wide range of corporations. Eighteen of the
top 21 shareholders each held shares in at least 100 very large corporations.

Different patterns of share control

We observed various distinct patterns of share control by looking at three key indicators:
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the size of a shareholder’s holding in a company, as a proportion of the total value of that
company’s shares;

the number of companies in which a shareholder had the largest shareholding; and

the number of companies in which a shareholder was among the top five shareholders.

We refer to the second and third of these indicators as measures of share controller
“precedence”.

BlackRock and Capital Group were notable for having both wide influence (across many
companies) and deep influence through high precedence — that is, they were often the top or
the second-ranked shareholder. In 55% of its shareholdings, BlackRock was ranked among the
top five. This was also the case for 45% of Capital Group’s shareholdings.

Yet in no very large corporation did BlackRock have shareholdings above 15%. Capital Group
had such share levels in only one case.

Very few top private-sector share controllers aimed to (or perhaps could) secure shareholdings
of 15% or higher. In 56% of very large corporations the top shareholding was less than 15%. In
one in ten of these corporations the top-ranked shareholding was 5% or less.

At the other extreme, several companies gave low priority to having precedence, and avoided
proportionately large holdings altogether. Some 98-99% of the holdings of several European
share controllers (such as BPCE and Societe Generale) were valued below 5% of the relevant
very large corporation’s shares. Around 80% or more were valued below 1%.
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By implication, the European share controllers were potentially less activist in seeking to
develop deep control in shareholdings.

What are the implications?

The global financial crisis displayed the consequences for the real economy of the financiali
sation of markets

through the

emergence

of

credit default swaps, derivatives and collateralised debt obligations

Less obvious is the financialisation of ownership. Finance capital doesn’t only lend money to
corporations to expand. lts impacts on share prices signal the successes or failures of corporate
management. Finance capital orders and owns the corporations.

So, the distinction between finance capital and other types of capital (in particular industrial
capital), while useful in some respects, is misleading in others. Ultimately, industrial capital is
finance capital.

If there was once a time when a few families and individuals owned large public corporations —
and their personal values, quirks and preferences shaped the way those corporations behaved
and dominated the world — that time has passed. Today the world is dominated by corporations
that follow the logic of finance capital — the logic of money.

David Peetz receives funding from the Australian Research Council.

Georgina Murray has received funding from the Australian Research Council.
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Read more http://theconversation.com/who-owns-the-world-tracing-half-the-corporate-giants-s
hares-to-30-owners-59963
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