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ABSTRACT

Shareholder value optimisation (SVO) theory, as a mechanism of corporate financialisation in non-financial
companies, has been used to explain the increased role of shareholder primacy over the firm. Accordingly, this
view suggests that short-termist pressures from the shareholder may result in management’s focus on
immediate returns rather than the firms long term sustainability. However, this pattern is not evident in Big
Tech firms. Instead of adhering to short-termist pressures, these companies exhibit an inherently long-termist

approach.

This research study seeks to understand how it is that Big Tech firms appear to have contradicted the existing
literature on SVO and whether short-termism as a negative consequence of aggressive shareholder primacy
remains a relevant concern. A gap has been identified in this research in examining the role of shareholder

primacy at the intersection of a powerful Big Tech sector and large institutional investors.

The approach of this study has been to argue that Big Tech firms are long-termist by examining their emphasis
on setting both control structures and long periods of scaling up in order to create wide moats of competitive
advantages. This has been done using a mixed method methodology. The study has focused on the mechanisms
which Big Tech has used. These include structures of voting control and setting boards to include directors
with long tenures who align with long-termism. Additional mechanisms of scaling up have been examined to
identify the tools of scale such as the combination of data, iterative innovation and enabling algorithms as well
as the power of retaining large cash reserves. In addition, the study considered possible explanations for why
shareholders have accepted a long-termist approach, specifically as investing has transitioned to large

institutional investors such as index funds and ETFs.

Major findings reveal that voting control structures and strong competitive moats have protected management
from short-termist pressures of shareholders. Much of the evidence in this report points to the heterogeneity
of the institutional investor as well as the presence of the large passive index funds and the impact of their

mandates to adhere to tracking indexes.

The study concludes that Big Tech, as a large part of the US economy, does not exhibit short-termism but is
explicitly long-termist and that SVO appears to have become a weak construct in the presence of large
institutional investors where beneficial ownership is far removed from the ideas of aggressive shareholder
primacy.
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Chapter One: The Big Tech Puzzle

Introduction

The imperative to maximise shareholder value has become a powerful underpinning in prevailing
U.S. capitalism. In excess of US$1trillion is anticipated to be returned to shareholders in 2025 via
stock buybacks, in addition the stock market S&P index reached an historical high in 2024 (Reuters,
2024). This suggests that the dominant paradigm of shareholder primacy has in fact disseminated

universally across US firms.

Rooted in strong theories of SVO, this paradigm argues that US firms exist primarily to serve the
interests of their shareholders (Fligstein and Shin, 2007; Heilbron, Verheul and Quak, 2014). The
diffusion of this strong form of SVO has occurred in the shift in power from the managerialist
executives to the shareholders (Sneirson, 2019; Hansmann and Kraakman, 2001). This shift in
power to shareholder primacy has become a mainstream model of US firms, it has affected
corporate governance, strategic priorities, and prioritised financial returns over long-term

investments.

A critical consequence of this paradigm is short-termism: the prioritisation of immediate financial
performance, often at the expense of long-term sustainable growth (Laverty, 1996). This tendency
is particularly evident in all firms operating within the US, where the shareholder primacy model

is most deeply entrenched.

Whilst SVO theory argues that US non-financial companies (‘NFC’) are short-termist, primarily
as a result of prevailing US capitalism, it would appear that this may not be so in Big Tech firms.
Big Tech firms provide for an intriguing area in which to examine this assertion. These firms exist

as a significant part of the US economy as large powerful NFCs.

In this paper I will present evidence demonstrating that Big Tech firms are long-termist firms which
prioritise investing heavily in innovation and development over long periods of time and retain vast
amounts of cash to do so, and that any indications of short-termism are misinterpretations due to
existing restrictive literature. I will then consider how Big Tech firms have been able to escape the
short-termism affliction of SVO. My explanation will centre on the barriers erected by founder
shareholders and the inability of other shareholders to use their power to voice their objections,
both during the period of founder control and after. I will then ask why these shareholders have
remained invested. My solution lies in the heterogeneity of the shareholder. The implications of
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these findings will highlight that short-termism may no longer be relevant to SVO and that perhaps

shareholder maximisation is evolving with shareholder heterogeneity.

The framework for this study requires the adoption of the strong form theory of SVO. This form of
SVO demands growth in profits, the return of excess cash to shareholders and significant market
capitalisations. In addition, it is firmly entrenched in all firms in the US economy, as evidenced by
current US capitalism in the strong capital markets, powerful investor institutions and massive
wealth creation. A consequence of this form of SVO implies that all firms adopt short-termist

actions as these would prioritise shareholder value.

The addition of Big Tech firms to the study necessitates adopting this particular form of SVO.
These firms start out with founder shareholders as managers but then transition as the founder
releases control and new shareholders are introduced. This provides an ideal canvas upon which
short-termist, SVO and shareholder heterogeneity can be studied. In addition, a conceptual linkage
between Big Tech and financialisation exists in how Big Tech has been able to create financial

value from technical innovation as opposed to traditional production activities.

Gap identified

The gap identified in this study lies not only in evaluating the relevance of the short-termism
construct through the lens of two powerful protagonists, being Big Tech and institutional investors,
but also in the examination of the influence of shareholder primacy as it transitions from founder
shareholders to institutional shareholders. Whilst existing studies have focused on the corporate
financialisation of Big Tech at the firm and sector level, they have done so by assessing the
accumulation of capital and resulting power and dominance (Fernandez et al., 2020; Klinge et al.,
2023). This study will contribute to providing a different perspective to the relevance of short-
termism as being a necessary consequence of SVO. In addition, it will add to the debate on

shareholder primacy in the age of the large institutional investors.

Research approach

Whilst Big Tech firms exist as a major part of the US economy, they also exist within the current
form of US capitalism in which a deeply entrenched dominant SVO exits. Following on, one would
therefore expect them to be short-termist firms. The research approach will first challenge this and

show that Big Tech firms are long-termist and thereafter examine why their investors have accepted



this approach. The study does so by examining three firms as case studies; Amazon.com Inc., Meta

Platforms Inc., and Alphabet Inc

Research question 1:

How have Big Tech firms been able to adopt a long-termist approach?

The first research question therefore seeks to assess and confirm that Big Tech firms are indeed
long-termist firms. The study seeks to determine how these Big Tech firms have adopted and
asserted a long-termism approach. In doing so it will examine the evidence on controlling dual
share structures which together with small, aligned long tenured boards, have set their foundation
of long-termism. In addition, it will interrogate how this has enabled management to gradually

scale up the operations without shareholder pressures calling for signs of profitability.

Research Question 2:

How was it possible for Big Tech managers to implement long-termist strategies and retain
shareholders within a strong SVO?

The second stage of the research study examines why it is that shareholders in these firms appear
to have supported the managers and allowed a long-termist strategy to prevail. This is despite
periods during which the firms were not profitable or cash flow generative. The study draws on the
heterogeneity of these shareholders as the investor universe has altered significantly with varying
investor intentions (Fichtner, 2019). Accordingly, the study examines the transitioning of
shareholding in these firms from controlling long termist founder shareholders to a wider
heterogeneous shareholder base. This base includes retail investors, passive investor managers and
Index funds. Investor fund structures and their mandates are interrogated so as to understand

beneficial shareholder ownership.

Findings

The findings on Big Tech firms confirm their classification as long-termist firms, despite the
existing literature’s reductive bias. In arriving at this outcome, the role of the founder in establishing
a long-termist approach during the early stage of the firm has proven to be crucial. In addition, the
firms strategies to scale up the firm focused on growth and establishing competitive advantage
moats to protect the long-termist strategy. Furthermore, findings on the analysis of existing
shareholders in Big Tech firms confirm that as the founder shareholder sells down, a new
heterogenous shareholding base emerges. This is made up of a mixture of retail investors, mutual
fund investors and passive index fund investors. Crucial to the research are the explanations of how

it was possible for the long-termist strategy to have been accepted. Findings indicate that it was the
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extent of the founders control, in ensuring this approach during the early periods of negative cash
flows and no profitability. The founder shareholder was able to protect the firm from shareholder
interventions such as activist intrusions or calls to redirect spending. As the firms transitioned to
strong cash generation and profitability, the acceptance of a long-termist approach by shareholders
rests on both the evidence that long-termist approach has proven to be successful but also upon the

heterogeneity of the investor.

Big Tech Market Capitalisations

Economic growth, as evidenced by the increase in the value of the US market capitalisations of
public firms, has generated significant wealth for shareholders. US public firm market
capitalisations in 1975 were approximated US$0,7trillion, these have reached approximately
US$40trillion in 2022. (World Federation of Exchanges database. 1975-2022,2025). A significant
amount of change during this time period came about through policy amendments aimed at
economic transformation, such as deregulation by the state and the liberalisation of banking, credit

and the introduction of new financial instruments (Erturk et al., 2008; Krippner, 2005).

Traditional forms of finance supplied by a regulated banking system have been usurped by large
multinational financial institutions. New financial products and mechanisms have not only become
ubiquitous across the economy but have become dominant through their intrusion into traditional

businesses.

Figure 1.1: Market capitalisation of US public firms between 1975 and 2021
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Included in this creation of significant wealth through large market capitalisations, are a sector of
firms referred to as Big Tech firms. Big Tech, whilst being an all-encompassing term for technology
companies, is used in this report to refer specifically to three listed technology companies. These
companies are Amazon.com Inc., Meta Platforms Inc. and Alphabet Inc. These firms of have been
selected specifically for this study due to their dominant founders, controlling voting structures,
large investment and their immense market capitalisations. They exist within a powerful structure
which they control, own and continue to influence (Khan and Vaheesan, 2017). Importantly,
significant wealth has been created for shareholders of these Big Tech firms. Big Tech’s combined
market capitalisation on December 29, 2023, was US$10 trillion, being 25% of the S&P 500 total
market capitalisation. The companies in this case study comprised US$4,3trillion, being 11% of
the S&P500 total market capitalisation (S&P 500 Market Cap Monthly Analysis: S&P 500
Earnings | YCharts, 2023). BT firms have therefore been successful investments for their
shareholders and founders. In addition, these three firms have achieved significant global economic
dominance, their combined revenues in 2023 of US$1,6 trillion contributed approximately 1,5%

to global GDP of USS$105 trillion (World Bank Open Data, 2023).

In Figure 1.2 below, the combined market capitalisations of these three firms have been inserted in
the information from Figure 1.1, so as to compare the length of time taken to reach significant
market capitalisations. What immediately becomes apparent is that the market capitalisations of
these Big Tech firms took a longer period of time to reach large market capitalisations as compared

to the rest of the US market.

Figure 1.2: Comparison of Big Tech firms to the US total market capitalisation between 1997-
2022
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Inequality of wealth

Inherent in these illustrations of increased wealth for shareholders (Figurel.1) lies a dark reminder
that such an increase has yet again compounded the pervasive issue of wealth inequality. Studies
focusing on the underlying causes of wealth inequality have looked to both structural political-
economic factors as well as to theories which could provide explanations as to why the inequality
gap continues to grow. Empirical findings examining wealth creation at the source and testing
relevant theories at the firm level would contribute deeper explanations of how wealth inequality
continues to be replicated. This study examines the data at Big Tech firm level and in in doing so
reveals the powerful effect of wealth creation through share options. Whilst this study is focused
primarily on the short-termist theory, the examination of how share options are used as a tool of

long termist strategies also exposes how they are a tool of substantial wealth creation.

Financialisation theories

The financialisation literature is vast and rich in explanations across various social sciences. Van
der Zwan (2014) organises financialisation theories according to regimes of accumulation, the
impact of everyday life and most relevant to this study- the financialisation of the firm (van der
Zwan, 2014). Whilst this research study does draw on the corporate financialisation theories of
SVO, it explicitly adopts the strong form of SVO in which a powerful shareholder exists, which is

dominant in US firms.

In addition, the study heeds to the warnings by scholars to ensure that a much wider parameter is
considered. Christophers (2015) argues that limitations of only applying financialisation theories
can lead to ambiguities and misinterpretations. In addition, he highlights the importance of
including a much wider range of developments outside of financialisation and emphasises that the
particular financialisation theories applied should be precise to the problem being investigated
(Christophers, 2015). Knafo and Dutta (2020) add to the importance of not only limiting an
examination of the shareholder revolution debate exclusively to financialisation. They highlight
the role of management in the focus on maximising value through the share price. In addition, they
challenge the narrative of a shareholder-led revolution in corporate governance, instead attributing
changes to managerial strategies that embraced financialization and shareholder value as dominant

paradigms (Knafo and Dutta, 2020).



Therefore, fundamental to this research analysis is the adoption of a dominant version of
shareholder value optimization in the U.S. corporate landscape. Chapter two provides a theoretical

framework for the study.

Research structure

This research study has been organised to begin with a theoretical framework of SVO and short-
termism in chapter two. Chapter three presents a review of the existing literature which briefly
explores the evolving nature of the shareholder and the powerful form of shareholder primacy
within and between two influential forces in contemporary capitalism—Big Tech firms and
institutional investors. Chapter four describes the adopted methodology. Chapter five presents the
findings which support Big Tech as long-termist firms and explores the reasons as to why investors
have accepted long-termism in BT firms. Chapter six concludes the study and proposes new areas

for research.

Conclusion

The chapter has introduced a puzzle in examining shareholder primacy and short-termism theory
in the Big Tech landscape. Whilst SVO expected a short-termist approach in US firms, Big Tech
firms have contradicted this and instead proven to be successful long-termist firms. A gap is
therefore identified in evaluating the relevance of short-termism using Big Tech firms Amazon.com

Inc., Meta Platforms Inc., and Alphabet Inc as a case study.



Chapter Two: Theoretical framework of SVO and short-termism

Introduction

Chapter two presents the theoretical framework which this study uses to examine the short-termism
thesis within the shareholder maximisation framework. The study will evaluate whether the strong
form of SVO continues to exist in the presence of both the institutional investor and dominant Big
Tech firms. by examining these questions in the context of three large Big Tech firms, Amazon.com
Inc., Meta Platforms Inc. and Alphabet Inc Amazon. This theoretical framework will define how

both SVO and short-termism are interpreted in this study.

Background

This framework is anchored in the strong dominant form of SVO in which shareholder
maximisation assumes that all firms exist primarily to serve the interests of their shareholders. In
addition, the adoption of this strong form of SVO in this study, is underpinned by Milton
Friedman’s Doctrine of shareholder theory which prioritised profitability for the firm’s
shareholders (Friedman, 2020). The prevalent form of shareholder primacy in current US
capitalism is examined using a framework in which Friedman’s shareholder theory accentuates

financialised governance focused on shareholder value.

Financialisation

In order to provide context, the theories being examined in this study need to be placed within the
larger body of financialisation studies. The period during which financialisation occurred has been
linked to neoliberalism, which in turn had influence on the policies of the governments of both
Thatcher and Reagan (Fine and Saad-Filho, 2017; Harvey, 2007, pp. 67-71). The effects of policy
changes resulted in deregulation across the US economy and liberalisation of the financial system.
These effects together with the changing role of the shareholder contributed to a form of
financialisation termed by Reddy and Rabinovich (2024) as structural financialisation (Rabinovich
and Reddy, 2024). As financialisation studies have grown, so too have the possible definitions.
Epstein (2006) described it from a financial perspective in which finance plays a larger role in the
economy (Epstein, 2006). Other studies examined it as a change in profit making towards financial
rather than productive routes (Krippner, 2005). Whilst the focus on activist and institutional

shareholders and their motives adds to the framing of this study (Froud et al., 2005).



In addition, the financialised environment introduced new actors with more pronounced roles in
the economy. The institutional investor became a centre for large amounts of private capital, new
intermediaries in the financial market gained influence, management adopted financial skills, and

the shareholder role became an active participant in investments (Fichtner, 2019).

Corporate financialisation

Within the financialisation literature there exists a stream which identifies the financialisation of
the firm as being corporate financialisation (van der Zwan, 2014). Corporate financialisation,
within the context of this report, focuses on firms which are considered to be non-financial

companies (Dore, 2008).

As in financialisation literature, the studies of corporate financialisation also appear to be dispersed
and therefore difficult to arrive at an accepted definition. Some studies have focused on the analysis
of financial outcomes or trends in NFC across national levels (Krippner, 2005). Whilst others have
evaluated specific financial indicators at the sector level such as the increased presence of payouts
to shareholders (Soener, 2020; Fernandez et al., 2020). Further studies have considered other
financial metrics such as the extent of financial assets on NFC balance sheets (Orhangazi, 2008;

Davis, 2016) as well as the impact of financial income in NFC (Krippner, 2005).

A significant amount of the literature considers the heightened role of the shareholder as the
important stakeholder in the firm (Davis, 2017; Epstein, 2006; van der Zwan, 2014). It is from this

area of the literature that this study will focus.

Shareholder value orientation

Central to the concept of SVO is the theory of shareholder primacy and the role of the shareholder
in the firm. An examination of the literature begins with the Berle and Means contribution which
noted a gap in the governance of the public firm which increases as the number of shareholders
increases effectively allowing managers more control (Berle and Means, 1932). The relevance of
this contribution is that it exposed the difference between public firm shareholder ownership and
manager control, drawing attention to the manager as a professional technocrat (Stout, 2013). A
period of increased international competition began to challenge the US firms profitability. In
addition, the easing of regulatory policies brought on by a neoliberal administration allowed for
the outsourcing of the pension fund management to professional managers (Rosenberg, 2003).

Shareholder primacy began to emerge and with this the start of activist shareholders (Friedman,

9



2020). Managers needed to adapt to this new role of the shareholder with shareholder activism
questioned the retain and reinvest model of the conglomerates (Lazonick and O’Sullivan, 2000).
Short-termist profit seeking shareholders began the process reorganising business resources in
order to release immediate profits (Davis, Diekmann and Tinsley, 1994). Agency theory drew a
slightly different observation in the relationship between the manager and the shareholder. It
considered the shareholder to be the principal and the manager as the agent. This view transitioned
away from the dominant manager role to that of an agency role which required monitoring by
shareholders, in many instances linking the managers remuneration to the firms performance
(Jensen and Meckling, 1976). This transition from managerialism to shareholder primacy appeared
to instilled a belief system built on power and ideology (Fligstein and Goldstein, 2022). The priority
of the shareholder pressurised managers to align their actions and strategies in order to meet
shareholder expectations (Lazonick and O’Sullivan, 2000). Such actions could include setting
required rates of return which maximise ROE, dividend policies which distribute regularly or
policies of returning excess cash to shareholders as share buy backs. The remote shareholder, as
envisioned by Berle and Means, transitioned to a shareholder that considered the objective of the

public firm to be to maximise their shareholder value.

Mayer, (2017) provides an additional perspective to both SVO and Friedman’s Doctrine. He finds
that a company can exist for both profitability as well as serving a purpose in society. The

profitability of the company occurs as a result of solving a societal issue (Mayer, 2017).

The definition of SVO adopted in this study is underpinned by strong shareholder primacy claims
for profit maximisation. Previous managerialist strategies in the conglomerates of the past are no
longer relevant. Dominance is effectively moved from the manager to the shareholder and aligned
performance pressure on management. Management has been appropriately incentivised through
stock option schemes contingent on higher stock prices to focus the firm away from growth towards
shorter term financial rewards. Whilst SVO is conceptual and not explicitly defined in theory, it is
also further complicated by difficulties in measuring it (Reddy and Rabinovich, 2022). Therefore,
the view of SVO adopted in this study could be observed through assessing the power which exists
in the relationship between the shareholders and management. Inherent in this is the influence
which the shareholder has over the firm’s strategies and objectives as well as the degree to which

management are incentivised.
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Short-termism

Short-termism has become a ubiquitous term used across political and economic disciplines. Within
an economic framework it is considered as actions which focus on shorter term gains at the loss of
long term profitability (Zoffer et al., 2019). The power of the shareholder within the corporate
financialisation regime is demonstrated when a firm focuses its actions towards achieving higher
stock prices in the short term at the cost of longer term growth (Davis, 2017; Reddy and
Rabinovich, 2022).

A consequence of SVO may be to follow short-termist decision making in order to meet shareholder
priorities. Short-termism, whilst being a term which is used across many disciplines, within the
context of corporate financialisation is considered a consequence of actions used to achieve
shareholder value optimisation (Krippner, 2005; Davis, 2017; Erturk et al., 2008). The existing
literature on short-termism tends to classify certain managerial actions definitively as short-termist
(Laverty, 1996; Orhangazi, 2008; Erturk et al., 2008). However, short-termism is also a
fundamental part of decision making in a firm. In some situations, the short-termist action may
have a positive impact on SVO but is actually a necessary business decision. The literature may
therefore have the effect of being reductive and restrictive in the evaluation of actions which result

in a classification of a firm as either being short-termist or long-termist.

Short-termist literature argues that stock buybacks are a means of acceding to shareholder pressure
to increase shareholder value, at the risk that firms may underinvest in their operations (Lazonick,
2014). The criticism of buyback actions are firstly centred around management being able to
manage the shares in issue, with the intention of meeting their EPS earnings target (Almeida, Fos
and Kronlund, 2016; Hribar, Jenkins and Johnson, 2006). Secondly that management are enriched
in their dual role of being stockowner and management (Ladika and Sautner, 2019), and thirdly
that the firm should instead reinvest back into the firm and its employees (Palladino and Lazonick,
2024) . However, an alternative argument is that funds released in a buyback are reinvested back
into the economy and that at a macro level share buybacks are not necessarily a negative action
(Booth, 2022; Fried and Wang, 2018). A further view considers the external environment, such as
taxation amendments provided for firms to repatriate foreign earnings, as rationale for increased

share buybacks (Dharmapala, Foley and Forbes, 2010).

In examining the literature, studies have approached short-termism in a multitude of ways. Whilst

some literature has looked to identify and link certain corporate actions to short-termism, other
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literature has focused on examining why short-termism occurs. The Hayes-Abernathy thesis
examined the lack of competitiveness amongst US firms as a symptom of short-termism (Hayes
and Abernathy, 1980). In addition, The Kay Report considered the short-termist conflict between
asset manager business models, shareholder interests and the best interests of the UK firms (Kay,
2012). An additional perspective is in considering whether public firms exhibit more short-termism
than private firms, again a debate exists. Some studies have argued that public firms do exhibit
more short-termism (Asker, Farre-Mensa and Ljungqvist, 2015; Graham, Harvey and Rajgopal,
2005) whilst other studies find that public firms invest more and therefore exhibit less short-

termism (Feldman et al., 2018).

The numerous studies have also included different measures of short-termism. These have varied
across the different levels of the economy as well as using stocks and flows extracted from financial
data (Jordan, Kim and Liu, 2016). In Davies et al.(2014) the opportunity costs of foregoing
investment in order to meet investor expectations is examined. The negative impact of reduced
investment on the firm’s ability to compete and retain performance in the longer term has been
observed (Porter and Wayland, 1992). The measure of a higher Tobins Q was linked to firms which
invest more in R&D (Jordan, Kim and Liu, 2016).

Gopalan ef a/ (2014) find that when management remuneration is linked to longer duration periods
then firms invest in longer term assets and R&D. Whilst the shortening of the vesting period for
management stock options is linked to reducing investment spend (Ladika and Sautner, 2019;
Edmans, Fang and Lewellen, 2016).

Big Tech firms tend to place more reliance on constant innovation and may require operational
strategy changes in a shorter time period than more traditional industries. Whilst this could be
interpreted as being short-termist a study on the quantity of corporate breakthrough patents

registered indicates that short-termist firms are less likely to patent (Corredoira ef al., 2022).

A study by Vos and Monnens (2023) examines short-termism where a controlling shareholder is
present. This study provides insight relevant to this study as the Big Tech firms experience a period
in which the founder is the controlling shareholder as well as the manager. Their study highlights
three important issues in the situation of a controlling shareholder (Vos and Monnens, 2023).
Firstly, the shareholder is able to determine the time frame, and this would set whether short-
termism exists or not. Secondly in the dual role of shareholder and manager the value inherent in

the firm can be better established due to the closer proximity to the workings of the firm (Roe,
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2022). Finally, the concept of ‘private benefits’ of being the controlling shareholder enable the
shareholder to operate the firm as they determine (Dyck and Zingales, 2004).

Therefore, in arriving at a definition for short-termism in this study, it is firstly considered to be as
the result of actions which have occurred as a consequence of SVO. Therefore, the actions have
occurred due to pressures from the powerful shareholder and an incentivised management (Laverty,
1996). The actions would have the effect of ensuring that the firm has aligned to the objectives of
the shareholder and that growth is centred on early profits rather than on longer term sustainability

of the firm (Bostan, Lin and Mian, 2024).

Conclusion

This chapter has set out to adopt appropriate definitions of SVO and short-termism which will form
the theoretical framework of this study. The SVO definition is internationally expansive so as to
examine its evidence and implications where a founder shareholder, voting control structures and
the institutional investor exist. The adopted definition of SVO assumes that the primacy of the
shareholder is inherent across all of the firm’s structures, strategies and operations. It further
assumes that it has spread across US firms. This therefore allows short-termism to be examined as
the actions which occur as a result of the powerful shareholder and the incentivised manager. These
short-termist actions would be as a result of the firm’s objective on maximising shareholder value

in the shorter time period.
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Chapter Three: Literature review

Introduction
Whilst short-termism and shareholder primacy have become increasingly prominent in
contemporary US capitalism, the literature has often overlooked the dynamics between two

powerful protagonists shaping this phenomenon: Big Tech companies and institutional investors.

This literature review aims to examine the literature around the gap. A key focus will be the
heterogeneity among institutional shareholders, including retail investors, passive funds, and
exchange-traded funds (ETFs), and the roles they play in a firms strategy. Additionally, the review
will examine how the Big Tech sector, with its monopolistic tendencies and unprecedented market

capitalization, differs fundamentally from other industries in its dominant influence.

Institutional investors

The increased size of the institutional investor is explained as starting with the neoliberal period of
deregulation of policies which provided an opportunity for large institutional investors. Financial
capital, in the form of large institutional investors, emerged out of the deregulation of pension fund
management (Vanatta, 2024a; Krippner, 2011). Previously pension fund assets were invested in
public or municipal bonds and were a form of financing public infrastructure, this is referred to as
mutual federalism (Glass and Vanatta, 2020). During an economic period in which municipal bond
yields were unable to meet pension fund required yields, the search for new yields required

deregulation and the resulting introduction of private fund managers.

In addition, deregulation allowed private fund managers to seek higher return in corporate bonds
and equities. An additional source of new funds flowing to institutional investors occurred in the
change of pension schemes from defined benefit schemes to defined contribution schemes

(Fichtner, 2019).

Fitchner (2019) examined the powerful position which the institutional investor possesses and how
they able to use to influence the firm so as to maximise shareholder value. He does so by separating
the institutional investors according to how they exercise their shareholder power by categorising
them into their fees received for acting as investor. The smaller hedge fund and private equity
investors do so as a ‘disciplinary power’, the mutual funds tend to exit rather than influence (Davis,

2008), whilst the large passive index funds adopt more obscure processes (Fichtner, 2019). Whilst
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they have the option to express their power through voting, they also participate in discussions with
management in quarterly earnings calls. Passive investing primarily occurs through index funds

and Electronically Traded Funds (‘ETF”).

These funds are managed according to specified mandates, these are contained in the mandate or
prospectus (Whitehead, Hsui and Lilly, 2024). Whilst the passive funds would generally not exit
an investment completely as they track the index, they may need to sell down to remain invested

according to the specific requirements of the mandate (Deeg and Hardie, 2016).

Epstein discusses the agency nature of discretionary fund management by institutional investors
and the evolution into open end funds such as ETFs. He highlights how regulatory changes and
lower management fees have contributed to this change. In addition, he clarifies how this increase
in size of funds under management has created a much larger ‘interconnectedness’ of the financial
markets and created an influential role for institutional investors (Epstein, 2019). The figures 3.1

and 3.2 below illustrate the magnitude of open-end funds managed by institutional investors.
In Figure 3.1 below, the total assets under fund management in the US in December 2023 were
US$28,6T. This could be split between 3 types of fund types, of which the largest were Mutual

Funds (US$19,9T), then ETFs (US$8T) and closed end funds.

Figure 3.1:US Assets under management by fund type (2023)

Total US Assets by Fund Type (USS28,6T)
at December 2023

Closed -end
Funds
ETF $427
$8131

1%
29%

Mutual Funds
519934
70%

Source: (SEC.gov | Registered Funds - Total Fund Assets, 2023)
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Figure 3.2 analyses this differently by splitting total assets under management of US$28,6T by

asset class between Index Funds (48%) and non-Index Funds (52%).

Figure 3.2:US Assets under management split between Index & Non-Index Funds (2023)

Total US Asset split between Index and Non-Index Funds
(USS28,6T) at December 2023

Index funds
Non-Index Funds $13626
$14 865 A48%

52%

Source: (SEC.gov | Registered Funds - Total Fund Assets, 2023)

Investor influence on the firm

The ability of the institutional investor, in accordance with strong SVO, will want to be able to
influence the objective of the firm. The effect of shareholder primacy, representing the power which
the shareholder holds to influence the firm objectives, has an important bearing on management

(Useem and Gager, 1996).

There are various approaches as to how this can be done, these could be summarised as using their
voice, voting, putting forward shareholder proposals, engaging directly with management,
participating in earnings calls or by exiting the investment. The firm’s annual proxy statement
generally has 4 parts to it which require shareholder voting: directors election, auditor election,
management remuneration and shareholder proposals. In the statement the board of directors are
required to indicate their recommendations for each item (SEC.gov | Annual Meetings and Proxy

Requirements, 2025).

Voting as a form of expressing shareholder power would be done through Annual General Meeting
voting. The implication of this control has been to align firm decisions to focus on shareholder

preferences (Friel et al., 2024; Fichtner and Heemskerk, 2020). This literature therefore provides
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valuable insight into assessing whether a strong form SVO really has any purpose in the voting
process if institutional investors tend to vote alongside management. However, if they were to

challenge management then strong form SVO becomes a tool of negotiation.

Proxy advisors are an additional actor within the institutional investor environment. In providing
voting recommendations to institutional investors, they play a role in performing an outsourced
evaluation of each proposal requiring voting. However, in doing so they also wield significant
power and influence. This outsourced role fits within the framework of lower transaction fees of
passive fund structures as Fund managers that are not incentivised sufficiently through their fee

structure, may use these proxy advisory services.

There are two dominant proxy advisors in the US, Institutional Shareholder Services and Glass
Lewis, there forming a ‘duopoly’ which is able to control the proxy market (Tayan and Larcker,
2024). Whilst the provision of such a service could be considered to be positive in terms of
governance, in the case of these proxy advisors the opposite is found. The proxy advisor provides
services to both the firm and to the institutional investor and their independence is therefore

questioned (Li, 2016).

Who are the owners?

In a recent investment industry publication, Investment Company Institute Research, an indication
of both the institutional investor industry and the retail investors is explained (/CI Research
Perspective | Investment Company Institute, 2024). The report indicates that at December 2023
there were 16,038 registered funds in the US, representing in excess of 120 million US retail
investors. Of the 16,038 registered funds, 8582 were Mutual Funds. The report provides further
depth into the demographic of the retail investors invested in mutual funds. More than half of US
households had elected to invest their savings into mutual funds, et are not able to express their
voice. This insight provides important perspective on how removed the retail individual investor is

from the underlying equity investment.

Mutual funds are corporations or business trusts, registered as the beneficial owners of the
underlying equity which they hold. These juristic entities have a board of directors and the voting
on underlying equity investments is generally managed by the fund investment advisor. In addition,
the mandate, which is adhered to by the investment advisor, can be as an actively managed portfolio

or passively managed portfolio, which tracks an index or benchmark.
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ETF’s comprised 3304 of the registered funds. An ETF is a registered SEC investment company or
trust, the arranger places financial instruments into the Trust and creates units which are tradable.
The ETF company or trust is able to vote on equity stocks which it owns, however the unit holders
do not have voting rights (SEC.gov | Mutual Funds and Exchange-Traded Funds (ETFs) — A Guide
for Investors, 2024)

Therefore, the individual investor that has invested in the various registered funds is not a
shareholder and therefore would be unable to exercise any influence over an equity firm’s
objectives. Only investors who have directed their investments through non-pooled investments
would have voting rights. This significantly decreases the representation at annual meetings and
reduces the amount of pressure which individual investors could impose. Of concern is where
shareholders who wish to lodge a negative vote to an ESG issue in order to make a social change

would be effectively not able to vote. These are significant issues for shareholder representation.

Institutional investors, through the various investment offerings to both retail investors and other
institutional investors, provide for both equity and debt investments. Therefore, an ETF may hold
a debt instrument issued by a firm as well as equity shares in that same firm. Conversely a firm
may have two instruments in issue, an equity share and a bond. The investor therefore holds a dual
role of shareholder and creditor, whilst the institutional manager has acted as an intermediary for
both instruments. The inherent conflicts of interest, which were previously managed by regulatory
policies, are a concerning issue. Literature on assessing this conflict and the potential powerful role
of the institutional investors in this dual capacity appears to be sparse. This gap would provide
useful information in understanding the relationship between the institutional investor and
management. The complexities of the institutional investor as a financial intermediary in multiple
roles therefore clouds and obscures the powerful influence which is held. Further recent literature
examines the effect of ETF shorting due to ETF liquidity and market inefficiencies in trading over
a period when voting occurs in an underlying equity share. The study created a measure (‘phantom
ETF’ shares) and found that there would be an effect on the voting, more so if voting outcomes

were close (Evans et al., 2024).

Big Tech
Big Tech firms have been able to translate their innovations into some of the world’s most
successful corporations. They have been central to the rapid growth in innovation in the 21

Century. In addition, they have also accumulated significant financial value (S&P 500 Companies
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by Weight, 2024). Their products have become integral essential elements of other industries. Big
Tech firms have successfully used their technological innovations to transform traditional

economies and change communication channels within society.

The internet was a novel concept in 1989, with most users required to load software onto desk-top
personal computers in order to access the World Wide Web (‘History of the Web - World Wide
Web Foundation’, 2009). Sir Tim Berners-Lee published the first website in 1994 (Bort, 2014).
Within this period, emerged an era of technological advances which led to a grouping of graduates
in scientific and engineering backgrounds. Their innovation in e-commerce has facilitated wider
access to marketplaces for many and access to information has provided new opportunities for
education and healthcare. However, in doing so inequality has increased and become more
complicated by this small group of firms. These firms have enabled numerous social and economic

inequality externalities (Zuboff, 2022 ; Khan, 2017 ; Xiao ef al., 2024).

Big Tech sector structure

The Big Tech firms which emerged from periods of rapid technological and innovative growth,
exist in a sector which has a unique market structure. They have grown to occupy a significant
position in the universal economy. This is not only in their financial dominance but also in their
integration into the operations of non-tech firms. They have been the major drivers of economic

growth (Baumol, 2004).

The platform economy developed by Big Tech has benefited not only from globalisation but
significantly from being able to monetise their offerings and grow through mergers and acquisitions
(Kenney and Zysman, 2020). The sector has developed into a concentration of a few firms which

have been able to capture the platform economy.

The revenue models adopted by Big Tech can be better defined as platforms which facilitate
connections. The success of the platform has been dependent on growing users and connecting
actors with various requirements as well as operating in a global economy, often referred to as the
platform economy (Castells, 1999; Kenney and Zysman, 2020). Within the platform economy a
paradox arises in how this economy generates revenue. Whilst Meta and Alphabet generate most
of their revenue stream from advertising and Amazon to a much lesser extent, the role of the

platform user has become more intertwined (Bili¢, Prug and Zitko, 2021). Big Tech, in a
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financialised digital environment, have become controlling gatekeepers to this new ecosystem

(Biichel and Rusche, 2020).

In Figure 3.3 the sheer size of the firms selected for this study are reflected in their market

capitalisation at the start of the 2025 year.

Figure 3.3: Market capitalisations of Amazon, Alphabet and Meta on 1 January 2025

ama Zon --------------------- $2,4 Trillion

--$1,8 Trillion

--$1,1 Trillion

Source: (Index Scorecard: January 2025 | Nasdaq, 2025)

What makes Big Tech sector different

Big Tech firms are inherently different to other sectors, they have come to represent how society
views the technical revolution, yet their revenue models remain traditional. In addition, they have
been built on specialist knowledge, yet have used society as user data to grow their influence
(Online platforms: Economic and societal effects | Think Tank | European Parliament, 2021). Their
‘assetisation’ of user data challenges current accounting measures (Birch, Cochrane and Ward,
2021). These firms appear to belong to a new era of ‘algorithmic capitalism” where mathematical

algorithms have become a competitive advantage (Mittelman, 2022).

The monopoly debate views Big Tech as controlling dominant firms which should be managed by
anti-trust regulations (Khan, 2017). An alternative debate is centred on Big Tech as not being
homogenous firms, but rather firms which exhibit dynamic capabilities due to their ability to create,
innovate and implement. This view considers Big Tech as being both monopolistic and oligopolistic

resulting in the term ‘moligopolist’ (Petit, 2016).
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However, as non-financial companies (‘NFC’) they have been able to control, grow and manage
their excess cash flows as significant investments (Fernandez et al., 2020). The extent of this
accumulation is evident in Google which at one stage had accumulated large amounts of funds and

was at risk of being classified as a mutual Fund by the SEC (Briloff, 2007).

Conclusion

In summary, the limited review of literature on the institutional investor has revealed the
heterogeneity of the institutional investor and in doing so the contributed to the study in revealing
that mutual funds, index funds, ETFs cannot necessarily be lumped together as they exhibit
different characteristics. The review has shown that the individual shareholder has effectively
become more removed from the underlying investment in the firm. In addition, it has revealed how
investor behaviour has transitioned away from direct ownership to low cost and low risk investing
through investment funds. In addition, the influence of proxy advisors and the effective dilution of
voting may suggest that the possible influence on the firm which SVO envisaged by a powerful
shareholder, may in effect be reduced. The review of literature on Big Tech firms has provided
some comprehension of the force which Big Tech is in society and the economy. It has also
underscored how different the sector is to the traditional economy. Therefore, this review of
literature has gathered a background to the two powerful protagonists which form the grounding

upon which the study can examine short-termist and SVO.
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Chapter Four: Research methodology

Introduction

Chapter four introduces the adopted methodology to the study of short-termism and SVO in Big
Tech firms. In doing so the approach has been to identify whether the firms are short-termist or
long-termist in their own structures. Thereafter it examines why it is that shareholders have
accepted this approach. Therefore, a mixed methodology has been selected so as to interrogate both

the firms narrative and the investor narrative.

The unit of analysis will be the Big Tech firms previously described as Amazon.com Inc., Meta
Platforms Inc. and Alphabet Inc. In determining the companies as the unit of analysis various
factors were considered. The study examines wealth inequality within a SVO system and therefore
included companies which had created exceptional wealth for their shareholders. In addition, the
companies selected needed to operate within the platform economy so as to able to examine the
effect of scaling and long-termism. The companies were required to be listed on a stock exchange
in order to be able to engage with shareholder data. Amazon, Meta and Alphabet met all of these

criteria.

Research approach

In developing a research approach the objectives of the study have guided the type of data required
and the analysis process. This has entailed an extensive amount of extracting data which is relevant
not only to the research questions but also in understanding the Big Tech sector. Whilst SVO is not
always clearly detectable, the research techniques have needed to adapt to identifying possible

proxies (Rabinovich and Reddy, 2024).

In addition, to avoid being diverted by the varying sources of information specifically
interpretations of data relevant to Big Tech, the research question has been used as an anchor to
avoid straying from the focus of the study. Thematic analysis together with comparative analysis

in the data for each firm in the case study has been implemented (Booth et al., 2016).

Research question 1:
How have Big Tech firms been able to adopt a long-termist approach?
This objective requires a confirmation or a rejection as to whether the firms operate as long-termist.

This has initially examined how the founder was able to create a foundation of governance, culture,
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and resources which would allow a long-termist approach. The control mechanisms, such as dual
class shares and voting agreements, put in place by the founders to protect their approach are
examined. The board compositions and aligning the firm within a network of like-minded
individuals. Thereafter, the scalability of the firm was examined in order to ascertain whether it
was scaling for growth or immediate profitability. This included analysis of the technology and
iterative innovation process as well as the role of access to big data and the scale enabled by
algorithms. In addition, the power of retaining profits and building large treasury functions within

the firm are examined.

Therefore, the approach has been to firstly collect historical financial data from the firm’s annual
reports which are filed with the US Securities Exchange Commission (SEC) using the EDGAR
(‘Electronic Data Gathering Analysis and Retrieval’) online system. Thereafter, the firm’s websites
have been examined for additional information on financial results and forecasts. This information
has been found in the investor relations section of the firm websites. It provides public information
in the firm’s governance, annual proxy statements and transcripts of conference calls with industry

analysts. The financial data required has been detailed in Table 2.

RQ 2:

How was it possible for Big Tech managers to implement long-termist strategies and retain
shareholders within a strong SVO?

This objective required examining possible explanations as to why a long-termist approach has
been accepted by investors and in doing so evaluating whether short-termism as a consequence of
SVO is relevant amongst these firms. The approach was to initially gather data about the
institutional investors shareholdings in the Big Tech firms. This information was gathered from
beneficial ownership disclosed on annual proxy statements as well as the SEC beneficial ownership
statements (Schedules 13 A/G). Thereafter, it was necessary to test whether management actions
and strategies were being supported by institutional shareholders, as this would provide evidence
of support for the firms long termist approach.

A further part of the investigation was to understand the heterogeneity of investors in Big Tech
firms. To do this data from mutual fund and ETF prospectuses and mandates were examined for

the purpose of ascertaining the investment rationale of these large investors.
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Qualitative data sources

Qualitative data is obtained from the following sources:
e [PO registration statements (Schedule S-1)
e Proxy statements (Schedule 14A)
e Beneficial ownership declarations (Schedule 13 A/G)
e Voting outcome records
e CEO public communication
e Press releases issued by the firms
e Sell-side analyst research on the technology sector
e Firm explanations and details of CEO remuneration structure and contract tenure

e Firm explanations and details of employee remuneration structure and contract tenure

Quantitative data sources

Quantitative data has been obtained primarily from the firms’ annual reports from both the SEC

schedule 10k as well as the firms’ own investor websites.

Table 4.1: Financial data of Big Tech firms

Data Source

1 Annual Turnover
2 Profitability

3 Research & development expensed

4 Total Assets
5 Fixed Assets

6 Cash and short term investments

7 Intangibles
8 Treasury stock
9 Total Debt
10 Long term debt
11 Short term debt
12 Net working capital
13 Dividends paid
14 Share buy back value

Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements
Financial Statements

SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website
SEC and Firm website

SEC and Firm website
SEC and Firm website

15 Total funds returned to shareholders Financial Statements
16 Research & Development capitalised Financial Statements

Limitations

A limitation to this study is in the number of Big Tech firms included in the study. The study
examines three Big Tech firms which whilst having substantial capitalisation, are part of a larger
group of Big Tech firms. A further limitation in investor data availability also exists in that

shareholdings below the 5% level are not required to be disclosed
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Ethical considerations
Ethical approval for this study was obtained from the faculty post graduate committee. This
research does not involve human participants or vulnerable populations. Research data will be

based on published corporate data.

Conclusion

The research into short-termism and SVO has required a blend of extracting both quantitative and
qualitative data and the techniques of analysis have needed to adapt to identify and interpret proxies
for these concepts. In addition, techniques of framing the data against the research questions
together with comparative and interpretive techniques in each of the case study firms has proven
to be essential. The Big Tech sector required a different technique to the financial analysis, as the

methods of scalability and understanding technological concepts tend to be more complex.
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Chapter five: Findings

Introduction

In this chapter the findings of the study are presented and related back to the to the puzzle as laid
out in chapter one. The puzzle sought to prove that Big Tech firms were long-termist, thus
contradicting the expectations of a strong SVO. It also intended to examine any indications of short-
termist actions in the firms with the intention of proving these to be misinterpretations. The puzzle
then moved to consider how Big Tech firms have been able to avoid the short-termism affliction of
SVO. Thereafter it considered why shareholders accepted the long-termist approach and remained

invested.

Importantly, as presented in the theoretical framework in chapter two, the study required the
adoption of a strong form of SVO. This form of SVO is relevant as it is prevalent across all US
firms where shareholder primacy uses its powerful influence over management to maximise
shareholder value through growth of profits, returning of free cash to shareholders and focus on the
share price. As a consequence of this form of SVO, short-termism would be expected in firms.

Hence, the study would expect Big Tech to exhibit short-termism.

Structure of the findings chapter
The first part of this chapter presents the finds to research question 1, whilst the second part

considers research question two.

Findings to RQ1
How have Big Tech firms been able to adopt a long-termist approach?

Introduction

Within the first part, the findings related to assessing the evidence for long-termism are presented
as follows; firstly, the founder’s explicit public statements, thereafter the actions of implementing
a long-termist board of directors and setting a voting control structure. Secondly, the tools used to
implement a scaling-up process and creating a long-term competitive moat including accumulation
of user data, iterative development, switching mechanisms and algorithmic innovation. Thirdly, an
architecture which is able to pivot and the management of technical debt accumulation. Fourthly

the use of acquisitions and kill-zone strategies and thereafter control of cash reserves for the
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purpose of funding a long-term strategy. Finally, stock buybacks, which the literature has
considered as short-termist, are examined in the Big Tech firms. The is done with the intention of
examining whether the events are indeed short-termist consequences to SVO or whether the

literature has prematurely assigned them as short-termist.

Founder’s explicit public statements of being long-termist

Emphasis of being explicit in stating that the firm approach is long-termist is evident in the SEC
registration documents. These were filed at the time of each firm’s IPO and provide documentary
evidence of the intention of adopting long-termism. The Amazon IPO included its founder, Jeff
Bezos, mantra of “Its all about the long term” which is repeated annually in the annual report

(Letter to shareholders 1997 Amazon.com, Inc. - Annual reports, proxies and shareholder letters,

1997).

The Google IPO registration document included “An Owner’s Manual” for Google’s Shareholders”
in which the founders stressed that they would not be influenced by short-termist pressure to
smooth earnings and ensured investors that they had sufficient resource to optimise their long term

focus (Google SEC Form S-1, 2004).

Founder formation of long-termist board of directors

Establishing a board of directors which support and contribute to a long-term vision has been a
common strategy by each of the firm founders. In each of the three firms in the study, the founders
have demonstrated their long-termist intentions at the start of the firms inception. However, to
ensure that their intentions remain entrenched they have recruited like-minded directors who are
supportive of the founders visions. To retain this support as well as ensuring an aligned institutional

memory, these original directors have remained on the boards of the firms.

An examination of the board of directors of each of the firms, as recorded on the annual proxy
statements, confirms the long-term periods of directorships, in some cases decades, of the directors
who were part of the founding boards. In addition, the early-stage funders of these firms have

remained as directors for extended periods (Amazon.com, Inc. - Officers and directors, 2025).

US public companies are subject to various rules of corporate governance law dependent on the
state in which they are incorporated and the stock exchange upon which they are listed. In this

study all three firms are incorporated in the State of Delaware and are listed as public companies
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on the NASDAQ (Nasdaq: Stock Market, Data Updates, Reports & News, 2025). The tenure of a
director is generally left to the by-laws of the firm.

Amazon’s bylaws do not place a tenure restriction on directors (Amazon.com, Inc. - Corporate
governance - Documents and charters, 2024). However, Meta by-laws prescribe that whilst the
control of the firm remains with the Class B shareholders then the directors are required to be re-
elected annually. Should the control structure change then the director tenure is three years (Meta
- Leadership & Governance - Corporate Governance Guidelines, 2024). Alphabet has previously
used a director voting system of plurality, in 2020 this was changed to that of a majority vote and
directors are required to re-elected annually (Meta - Leadership & Governance - Corporate

Governance Guidelines, 2024).

Figure 5.1 exhibits the number of years which Amazon board directors have remained on the board
of Amazon.

Figure 5.1: Amazon director tenures

Amazon board of directors tenure

25
20
&
T 15
==
10
IIIIIllll..
4 PS5 5SS EL s R s8R
T wm & 3 92 B o £ g = 80 88 8 L8 o5 @ o0 2 FE
@ ¢ FEO o5 Q=289 adZg=E s 0858
2 ©230=7 3§ 20 CITz
0 T
Amazondirectors
originaldirectors /subsequentdirectors

Source: (Amazon.com, Inc. - Overview, 2025)

In Amazon the first and longest serving board members were recruited by the founder prior to
reaching IPO for both capital raising and strategy. Tom A. Alberg served 23 years and L. John Doer
14 years (Amazon.com, Inc. - Officers and directors, 1997). Both Alberg and Doer were seasoned
lead investors from venture capital and played strategic roles in formulating the long termism

approach. Their use of ‘keiretsu partnerships’, which are networks of firms which have cross
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shareholdings, share board directors and interlink business offerings, were instrumental in the

foundations of Amazon and Google (Hansell (NYT), 2003).

Figure 5.2 exhibits the number of years which Meta board directors have remained on the board of

Meta.

Figure 5.2: Meta director tenures
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Analysis of figure 5.2 reveals that many of the initial directors were Facebook early stage investors
who were providers of both funding and tech specific experience as evidenced in the SEC
registration filing (Registration Statement on Form S-1 Pg 96-97, 2012). These venture capital
funders remained as long tenured directors on Meta. In addition, they also formed part of the dual
share controlling structure through holding class B shares, therefore becoming critical parts of
ensuring that the firm was given the ‘long runway’ time to grow as well as to protect the firm from

other acquisitive tech firms.

It is also notable that several of the long-tenured directors in all three firms were active in the
technology sector. Thiel was a Facebook funder, shareholder and director as well as being a founder
of Palantir Technologies. Andreessen was a co-founder of Netscape and a director of other tech
firms such as Hewlett- Packard and funder in Facebook. Hastings was the CEO of Netflix as well
as a Microsoft director. Ram Shriram of Alphabet was previously an Amazon VP; therefore,
analysis of directors reveals that other than being funders they are also significant in the technology

industry.
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Figure 5.3 exhibits the number of years which Alphabet board directors have remained on the board

of Alphabet.

Figure 5.3: Alphabet director tenures
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The findings show that the initial board of directors which are installed by the founders have
remained in place for long periods therefore affirming their support for the strategies of the firm.
In addition, it is found that many of these directors were also early-stage funders from venture
capital firms or private capital, and they remained as long tenured directors.

Therefore, the implementation of board members that will both fund and support the long-term

vision of the firm is confirmed.

Voting control structures

A dual class voting structure in which the founder and management hold the controlling stock has
two functions. The first is in providing a buffer against shareholder short-termist influence and the
second is in protecting the firm from becoming an acquisition to a competitor. Amazon does not

have any voting control classes of shares; however, Alphabet and Meta do.

Voting control structures provided a further mechanism for the founders to assert their control.
Alphabet Inc created a dual class stock structure during its 2004 IPO, which resulted in a
disproportionate voting power being held by the founders and John Doerr, an early stage venture

capital investor, through Class B shares (EDGAR Filing Documents for Google IPO, 2004). The
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IPO was successful, albeit through a controversial initial Dutch auction which was intended to
allow a larger number of smaller investors to bid for small amounts of stock, however the control
mechanism did not affect demand for its shares (4/phabet - 21 Year Stock Price History | GOOGL,
2024).

In addition, in 2014 it effected an additional class of shares, Class C, which were similar to Class
A in having economic participation but differed in having no voting rights (S-8 Alphabet Class C,
2024). In the Google Founders letter to shareholders, the voting control is explained as being part
of Google’s long-termist strategy (Founders’ IPO Letter, 2004).

Whilst Alphabet Co-founders control the voting of the coming via the Class B shares it is interesting
to note that John Doerr, one of the founding venture capital funders also holds Class B shares and

votes together with the founders.

Figure 5.4 exhibits the economic ownership of the Alphabet founders whilst Figure 5.5 exhibits the

voting control.

Figure 5.4: Comparison of Alphabet shareholders economic interest and voting control
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Figure 5.5: Voting control of Alphabet founders
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Meta Inc has also implemented a dual class share structure in which the voting control is held

through Class B shares. These shares were issued to the founders as well as employees and certain

early-stage venture capital funders (Registration Statement on Form S-1 Pg 96-97,2012).

In Figures 5.6 and 5.7 below, a comparison of the controlling founder of Meta, Zuckerberg, is

exhibited at [PO in 2012 and at December 2023.

Figure 5.6: Zuckerburg economic and voting control of Meta in 2012 at IPO
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Figure 5.7: Zuckerburg economic and voting control of Meta in 2023
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This finding supports the long-termist approach of Alphabet and Meta through a coercive means
of using voting shares to retain control over the firms strategies and objectives. Whilst this finding
is only supportive of the firms as being long termist it does not extend to the second research

question on investor support.

Scaling for growth

The process of scaling for growth has been investigated in order to identify long-termist tools which
have been used to create a moat of competitive advantages. The term scaling has been used in this
report to identify different mechanisms and develop them with the intention of developing capacity

to grow revenue and capture new markets.

In particular the use of iterative processes, continuous innovation, switching mechanisms, Flywheel
strategies and algorithms. Scaling up has been done with the intention of building for growth
initially, as opposed to profitability. Scaling-up occurred both internally within the organisation as
well as externally amongst both an established network of Big Tech financiers and tech
competitors. Acquisitive scaling up has been strategic in acquiring to grow offerings in product, or

to gain new technology and development as well as to prevent competition.

The process of scaling up the firms over a long period is evidenced in the increase in accumulating
user data and implementing algorithms. Together they are the necessary ‘inputs’ which together
with specialist employees have been used to build scale. The accumulation of data is critical, it has

a compounding impact on the quality of the end user tool and is essentially forms a part of the
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capital of the firm (Sadowski, 2019). All three firms play a role in accumulating data to use for
scaling, Google tracks users search activities, Facebook is able to monitor user sharing behaviours,

and Amazon observes users purchasing habits.

In addition, the firms technology architecture is critical to facilitating the scaling process. Technical
debt is a concept which explains the cost implications of focusing on short term delivery using code
which requires a process of reworking. It is relevant to the long-termist approach of the firms in
the study. Excessively high technical debt is a measure of how much reworking a process may

require (‘Technical Debt’, 2024).

All three case study firms have limited disclosure in breaking down their R&D budget. Accounting
disclosure requirements however do require the amount comprising employee share-based
compensation within R&D to be disclosed. This provides some insight into how retaining specialist
employees is vital to their scaling in R&D. However, a breakdown of how much R&D accrues to
technical debt would provide more information which could affirm a log-termist approach. This

would be a recommended area to address in future empirical studies.

Iterative innovation is a practice which is inherent in how all three firms have been able to scale
successfully. It is a practice adopted in developing code which constantly reassess the design and
development as well as constantly tests outcomes. This process has been further developed in order
to allow for technical convergence, which increases the scaling process through using different

technologies within a single product.

A simple example of iterative innovation and scaling is a smartphone. The incorporating of multiple
technical convergences such as a camera, internet, email, music, communication and access to a
mobile telephone allows for opportunities to capture new customers and increase revenue streams.
What is relevant to the scaling process is in the facilitation and merging of all three firms products

and applications through open source (Google Open Source, 2023; Open Source Al | Meta, 2023).
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Figure 5.8: Increase in Meta users and revenue per user
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Source: (Investor Updates - Alphabet Investor Relations, 2025)

The network effect as a scaling tool used by Alphabet has captured the internet search market and
in doing to so has created a cycle whereby content creators, internet users and advertisers are

brought together

Figure 5.9: Analysis of search engines between 2009-2023
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However, Amazon exists in the e-commerce sector and therefore has needed to scale through other
mechanisms. Once such mechanism is the ‘Flywheel effect’ which is a cycle of actions and events
used in sequence to continuously drive traffic to their website. The Founder’s focus on customer-
centricity and long-term growth is captured in the ‘Flywheel’ and become part of the Amazon

culture.
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It begins with offering low prices which in turn attract not only customers to the site, but also third-
party resellers. The knock on effect is increased sales which then allow Amazon to implement
economies of scale into their operations and continue the process of being able to offer lower prices

(Jeff Bezos on Amazon Business Strategy - How They Succeed and Thrive in Everything, 2017).
The concept created by Jim Collins is intrinsically long-termist and has been a part of the Amazon
strategy since being adopted by the founder in 2001 (Jim Collins - Articles - The Flywheel Effect,

2019).

Figure 5.10: Amazon flywheel
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Acquisitions for long term growth

Acquisitions are generally the fastest route to scaling growth. Early-stage acquisitions provided
access to more users and were targeted for growth as opposed to immediate profitability. Later
acquisitions provided product diversification and targeted technology acquisitions. Recent
acquisitions have a focus on accessing large amounts of user data for the current pivot into artificial
intelligence and machine learning. There is a limitation to the data available as the firms are not
required to report all acquisitions. However, due to various antitrust hearings there has been
significant debate on the acquisitions made by Big Tech (TV: William Rinehart on Big Tech and
Antitrust Laws, 2020).
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Figure 5.11: Declared acquisitions by Amazon, Meta and Alphabet
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Acquisitions of interest where the firm has grown its users are the Facebook acquisitions of
WhatsApp and Instagram (Facebook to Acquire Instagram, 2012). Google acquired DoubleClick,
an online advertising firm, into its Google marketing platform, its rationale for this was to eliminate
a competitor as well as to acquire its cookie-tracking software (Google to Acquire DoubleClick —

News announcements — News from Google — Google, 2007).

Therefore, acquisitions have been used in the scaling for growth of the firms, in addition they have

also been strategic in acquiring not only new innovations but also the people creating innovation.

Control over the cash reserves

A further area which has enabled these firms to retain their insulation from short-termist pressures
has been the use of a proprietary treasury function. Big Tech firms have built up extraordinary large
amounts in cash and marketable securities. These have not always been distributed to shareholders
even at times when they have not been essential for internal funding. The value and extent of

purchase and sale of marketable securities resembles that of a financial firm.

Again, this attests to the long termist focus of the firm. The firms cash reserves have, over the

lifecycle of the firm, become a major asset which again has not always been distributed to
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shareholders. Management has not been deterred by a lower return on funds retained and

maintained the long-term focus.

Examining stock options

The actions of share buy backs, which have been viewed in the literature as short-termist, are
examined in the context of the firm’s need to pivot as technology accelerates or moves in a new
direction and there is need for a different employee skill. Whilst previous literature has considered
stock options as a tool of aligning management’s purpose and role with shareholder maximisation,

this has not been the purpose of stock options in Big Tech.

The use of long period vesting stock options to employees serves as a tool to embed long-termism
into a firms organisational culture. It is able to implement both an incentive to remain committed
to the firms vision as well as fostering an ownership mentality in employees aligned with the
founder. The use of a longer period time orientated reward reduces the influence of meeting short
term pressures such as share price and quarterly projections. Implementing voting control over
option schemes by the founders further indicate the entrenchment of ensuring alignment with the

firms long term focus.

Stock options have been a strategic part of scaling by allowing for a broad-based employee
ownership of the firms’ stock and have been used as a tool to retain strategic management and

employees.

These were set up during the initial years of the firms and have been core to the founders’ long-
termist strategies. The very nature of development in technology requires specialist skills and at
the early stages of these firms this particular skill set was a small pool. Therefore, to attract and
retain this talent stock options were used as starting bonuses and then issued at regular intervals

(Amazon.com, Inc. Stock Incentive Plan, 1997).

Whilst stock options are ubiquitous across US firms, specifically within the strong form of SVO,
the rationale for issuing them in these Big Tech firms is slightly different and therefore seen to be
long-termist. This is because the stock options were used at the start of the firms at a time when the
shares had no significant value, however they were large numbers of stock options which

effectively diluted the founder. This strategy has proven to be effective as the core management
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teams who were enticed by the options remained for long periods of time, therefore ensuring

stability during a period of scaling.

Discussion of findings to RQ 1: How have Big Tech firms been able to adopt a long-termist
approach?

In this paper, I endeavoured to present evidence demonstrating that Big Tech firms are long-termist
firms which prioritise investing heavily in innovation and development over long periods of time
and retain vast amounts of cash to do so, and that any indications of short-termism are
misinterpretations due to existing restrictive literature. This has been presented in the sections

above.

To summarise these findings, the founder was explicit in communication to investors that a long-
termist approach was to be adopted, the founder then proceeded to for a protective barrier around
the firm to guard against sharcholders wanting to impose short-termism. This was done by
recruiting a board of directors aligned with this thinking and by implementing a controlling voting
control structure.

In addition, the finds show how a long-termist approach was used to grow the firms, not for
profitability but rather for scale. The findings examine the tools used to implement this scaling-up
process. These included accumulation of user data, iterative development, switching mechanisms

and algorithmic innovation.

A further tool presented by the findings was the focus on building an architecture which was able
to pivot and to then manage of technical debt accumulation of maintaining this. The findings further
presented evidence of acquisitions and kill-zone strategies which contributed to building scale. An
additional finding which supported the firms long termist approach was in retaining control of the
firm’s cash reserves, thus allowing management to scale using a long runway without the pressures

of searching for funding.

Therefore, in response to RQ 1:

The findings presented discuss the tools used by firms to protect the vision of the founders from
short-termist actions. Evidence of the use of these tools in the firms provides a pattern common to
all three firms. The scaling up for growth by Amazon, Meta and Alphabet have been enabled by a
long-termist approach. The boards of directors supported the long-term approach and many of the

initial funders remained as director after their shares were sold. In addition, the representation of
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tech specialists on the boards augmented support for management to focus on growth. Scaling
within the operational framework was supported by having sufficient funding to enable the constant
iterative innovation as well as having the ability to pivot to as technology advanced. Events of stock
options, whilst being considered in terms of agency theory as being consequential to short-termism,
have vital for the firms to attract and retain essential specialist skills in order to scale up the

operations.

Therefore, the findings are supportive of Big Tech firms being long-termist in their strategies and

objectives.
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Findings to RQ2
How was it possible for Big Tech managers to implement long-termist strategies and retain

shareholders within a strong SVO?

Introduction
At the start of this research, I set out to firstly show that Big Tech firms had contradicted SVO by

adopting a long-termist approach. This has been accomplished in the first section of these findings.

In this section of the findings, I revert to the second part of the puzzle in which I consider how it is
that Big Tech firms have been able to not conform with a dominant universal SVO and to examine
why shareholders have accepted this approach during the period of founder control. I then further
examine why shareholders continue to accept the long-termist approach once the founder has

reduced their equity and become a minority.

The solution to why Big Tech firms have been able to buck the trend and not conform to SVO’s
short-termist is inherent in the findings already presented. These findings have shown that a long-
termist approach was enabled by the founders controlling moat around the firm. The findings
illustrated this by examining the long tenured board of directors and the voting control structures.
Therefore, the shareholders who were not party to the controlling structures of the founder during
the phase of growing the firms, effectively had no voice through which they could use the power

assumed by SVO.

They were then faced with either accepting the long termism imposed by the founder or exiting the
investment. This did not appear to happen and perhaps the simplest solution is that the founders
long term strategy had begun to generate positive cash flows, and the share price had begun to

increase. The Big Tech firms had transitioned and become good investments for the shareholders.

This finding, whilst being simplistic, opens up a new perspective for future research, in that SVO
would have expected the shareholder to walk away from a founder controlled long termist firm, yet
this did not happen. My solution to this lies in the heterogeneity of the shareholder. Not all

shareholders are the same. They have different timelines and investment strategies.
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Below I present the findings on the investor heterogeneity in Big Tech shareholders as well as the
different mandated intentions of these investors. I also present findings on how the shareholder

voice in voting appears to become weaker.

Investor profile

As the Big Tech firms have matured, the transition from founder to institutional investor has
resulted in all three firms being majority owned by institutional investors. However, the voting

control for both Meta and Alphabet remains with the founders.

Figure 5.12: Amazon shareholders at December 2023
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The institutional investor represents 63% of Amazon shareholding and the founder has sold down
to less than 10%. The founder has not voter control shares in place, however Bezos still retains a
board seat as Executive Chair (Amazon.com, Inc. - Officers and directors, 2025). The largest
institutional investor holdings were held by Vanguard (7%), BlackRock (6%) and State Street (3%)
(Equity RT Amazon, 2025).
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Figure 5.13: Meta shareholders at December 2023
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The Meta founders have diluted their economic shareholding down to 2%, but their voter share
control remains at 61%. Therefore, Meta Platforms remains classified as a controlled company in
terms of the SEC ruling as more than 50% is controlled by a single person. In addition, Zuckerberg
remains as Executive Chair and CEO (Meta - Leadership & Governance, 2024). This is despite

retail shareholders owning 19% of class A shares and a total institutional shareholding of 67%.

Figure 5.14: Alphabet shareholders at December 2023
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Alphabet also continues to be operated subject to dual controlling shares. The founders have diluted
their combined economic interest to 9% (Larry Page holding 5,8% and Sergey Brin holding 3,2%),
however they jointly control 51,3% of the voting. Despite this retail investors of 24% and
institutional investors of 65% exist as majority economic shareholders. However, the firm has

separated the role of Chair from CEO and the founder continue as executive board members.

These finding indicate that that the three Big Tech firm shareholders have diversified, with
institutional investors being the majority and retail shareholders the next largest grouping.
However, it also finds that whilst in the cases of Meta and Alphabet that founder control continues

to exist, shareholders appear to have accepted this.

Investor mandate

Previously investment by retail investors and large funds into equity firms, such as Big Tech firms,
was outsourced to investment advisors. Their role was to structure and grow the investment
portfolios. In return they charged a fee. However, under this structure the investor remained the
shareholder and was able to vote in the underlying equity shares. The transactional costs together
with the minimum investment size which a portfolio manager would accept excluded a large
portion of investors. The index fund concept and a new listed investment known as an electronically
traded fund (‘ETF’) were therefore able to provide for a low risk-low-cost investment by pooling
investor funds into a fund entity. That fund entity would adopt a mandate which would be to track
a specific index. The investors into this pooled investment fund would not be shareholders in the
underlying equity and there not able to vote. However, the fund entity which is controlled by a
board or trustees has a fiduciary obligation to the investors and therefore exercise the shareholder
vote as a proxy vote (SEC.gov | Every Vote Counts: The Importance of Fund Voting and Disclosure,
2021).

Whilst deeper research into the passive investors and Index funds falls beyond this research paper,
the existence of these types of investors does have a significant bearing on why they particular
shareholders have remained invested in Big Tech firms. For as long as the Big Tech firm remains
in the particular index, the passive shareholder will remain invested. This is inherent in the mandate
of the Index fund. The implications warrant much deeper research as the concept of index funds
could also result in investors existing a fundamentally good investment which has not yet reached

significant market capitalisation to be part of the index.
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Investor voting

In the annual proxy materials, management include proposals which have been accepted by the
board of directors and are then subject to shareholder approval. In addition, the shareholders
propose various resolutions, via the SEC, to the firm each year. Whilst the majority of these

proposals are ESG focused, they do also include a proposal to remove the voting control structure.

In the most recent statistics of all US public firms which held their annual meeting during the 2024
voting season, the most popular proposal was for the removal of super voting controls. The analysis
indicated that 41 proposals to end voting control were put to vote with 30 receiving support
(Breheny, Griffin and Fox, 2025). Therefore, there is a clear indication amongst shareholders that

the voting control shares are becoming unacceptable.

In Figure 5.14 an analysis of the number of management and shareholder proposals are measured.
It is clear from the Figure that shareholders are beginning to use their voice. However, analysis of
the shareholder resolutions indicate that management recommend voting against them and the large

institutional shareholders who hold a proxy vote tend to vote with management.

Figure 5.15: Analysis of Amazon management and shareholder resolutions
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Voter outcomes are not always available for analysis; however, the large institutional investors have
implemented Stewardship programs which detail the policies implemented on how their funds vote.

The programs are termed ‘Pass-through voting’ which are for investors in index funds. These are
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publicly available and in addition if an individual investor in their funds has the right to vote they
may now implement this through the institution’s stewardship program (Vanguard Investor Choice

Stewardship, 2024; Proxy Information - Mutual Funds | BlackRock, 2024).

Within the Big Tech firm’s shareholder analysis, retail investors hold 26% in Amazon, 19% in Meta
and 24% in Alphabet. However, voting by this class of shareholders is reportedly less than 30%.
According to a study on retail shareholder voting (Brav, Cain and Zytnick, 2021). This is indicative

of a form of voter apathy aligned with holding smaller number of shares.

Director re-elections are not always unanimous. At the Alphabet annual meeting the chair, John
Hennessy, was voted against re- election, but retains his position due to the founder controlling
vote. In addition, an analysis of the shareholder proposal to remove founder voting control at both
the Meta and Alphabet annual meetings revealed the following:

Meta Platform 2023 annual meeting:

Vote support for ‘1 vote for 1share’ was 92,1%,
But the dilutionary effect of the control by the founder diluted this down to 28%

Alphabet Inc 2023 annual meeting:
Vote support for ‘1vote for 1share’ was 78,8%,
But the dilutionary effect of the control by the founder diluted this down to 30,8%
Source: (What We Learned From Meta’s and Alphabet’s 2023 Shareholder Meetings,2023)

These findings are fundamental towards understanding the power in the relationship between the

shareholder and the manager.

Discussion of findings to RQ 2: How was it possible for Big Tech managers to implement
long-termist strategies and retain shareholders within a strong SVO?

In RQ2 I considered how the Big Tech firms have been able to adopt their long-termist strategy
and therefore contradict SVO. I found that the solution was inherent in the findings to RQ1. These
firms were able to adopt their long-termist strategy due to the barriers which the founders had out
in place at the beginning, long-tenured boards, majority shareholdings and voting control
agreements allowed management to follow their strategy and ignore the pressures of SVO. In
addition, shareholders effectively had no voice but could have exited the investment. However,

they did not.
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I then questioned whether the shareholder continued to accept the long-termist approach once the
founder’s economic interest had decreased and found that that did continue to accept the approach.
The findings indicate that this may largely be as a result of the institutional investor not being one
homogenous body, but rather several funds each with different timelines and investment
instructions. Therefore, investor heterogeneity has emerged as having a significant impact on the

role of the shareholder.

Therefore, in response to RQ 1:

Big Tech was able to implement long-termist strategies and retain shareholders within the dominant
SVO environment due to the founder control moats and the fact that they had succeeded and
become successful firms. Shareholders were unable to voice their objections during the early
scaling phase due to the founder control, and when they were able to voice their concerns they

elected to align with management.

Conclusion

The findings in this chapter sought to determine whether Big Tech firms were long-termist. The
finding concluded that they were. The findings then provided evidence that the control structures
of the founders protected the firms from the pressures of short-termist and aggressive SVO. Once
the founder had receded, the findings indicated that shareholders remained committed to the long-
termist approach. One would have anticipated that, due to shareholder primacy, that short-termist
actions would have become entrenched, but this has not occurred. The implications of these
findings are that short-termism may no longer be relevant to SVO in Big Tech companies and that

perhaps shareholder maximisation is evolving with shareholder heterogeneity.
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Chapter six: Conclusion

Introduction

The puzzle, presented at the start of this research, explored whether the short-termism theory as a
consequence of strong shareholder maximisation remain relevant. The research specifically used
Big Tech firms as the basis for the examination due to their dominance in the economy with their
exceptionally large market capitalisations. In addition, the change in the investor landscape has
transitioned to include large institutional investors and this further provided for an interesting

background to examine the short-termism theory and shareholder primacy.

The approach

The research set out to present evidence demonstrating that Big Tech firms are long-termist firms
which prioritise investing heavily in innovation and development over long periods of time and
retain vast amounts of cash to do so, and that any indications of short-termism are
misinterpretations due to existing restrictive literature. In addition, it then became a question as to
how Big Tech firms have been able to escape the short-termism affliction of SVO. This then led to
examining why these shareholders remained invested, considering that strong SVO had permeated

across US firms in the prevailing form of US capitalism.

Findings

The solution as to why Big Tech firms have been able to escape the short-termist trend and not
conform to SVO’s short-termism lies in the founder instilling a long-term approach, in an almost
coercive manner.

Long tenured loyal board of directors and voting control structures and retaining control over cash

piles provided the runway for a period of scaling the firms growth.

Shareholders accepted this approach, in part because the investment has been phenomenally
successful but also in the implication that the shareholder is not a homogenous body. This finding,
whilst being simplistic, opens up a new perspective for future research, in that SVO would have
expected the shareholder to walk away from a founder controlled long termist firm, yet this did not

happen.

My solution to this lies in the heterogeneity of the shareholder. Not all shareholders are the same.

They have different timelines and investment strategies.
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Contribution

The findings of how these firms scaled up towards growth and not profitability with the ‘coercive
consent’ of shareholders exposes short comings in the short-termist theory and corporate
financialisaton’s SVO. It questions, in the era of a very different shareholder, whether these
concepts need to be reinterpreted. Specifically in prying open the ‘black boxes’ of Big Tech and

Institutional investors.

Future areas of research

Evaluating the power of shareholder maximisation in Big Tech firms which have adopted long-
termism, has several nuances, which future research should consider, the investment approach of
low-cost index fund and ETF investing appears to be different to the sharcholder investment
approach envisaged in corporate financialisation theories. By virtue of the low-risk low-cost
investment model which passive investing allows for, has changed the role of the beneficiary who
has invested into these funds. Their voice or vote is diluted. In addition, the investors are compelled
to invest in the firms which form a major part of the indices. Therein lies a continuous circle of
investing in Big Tech and accepting its long-termist approach and meeting the requirements of the

investors in the index funds.

Conclusion

This research journey began with an interest in evaluating whether short-termism had any relevance
in the era of Big Tech and large institutional investors. The end of the journey has resulted in even
more curiosity. It has also resulted in concern. Large dominant powers tend to be detrimental to

inequality. Therein lies the responsibility to continue to examine and question.
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