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Why is Governance Important?

Schär (2021) Decentralized Finance: On Blockchain- and Smart Contract-based Financial Markets.
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Prior Research on Crypto Governance in Our Research Group

Nadler and Schär (2022)

→ Governance token ownership

Goldberg and Schär (2023)

→ DAO voting behavior

Schuler, Cloots and Schär (2024)

→ Centralization vector analysis across all layers

Fracassi, Khoja and Schär (2024)

→ Governance and transparency on settlement layer development.

© 2024 Prof. Dr. Fabian Schär
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ERC20 Holder Tables can be misleading… 

A Naïve observation…
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A Scientific Response – Nadler and Schär (2022)

© 2024 Prof. Dr. Fabian Schär
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A Scientific Response – Nadler and Schär (2022)

Naïve Observation: 

• Account with very large token holdings.

© 2024 Prof. Dr. Fabian Schär
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A Scientific Response – Nadler and Schär (2022)

Naïve Observation: 

• Account with very large token holdings.

Reality

• Thousands of liquidity providing 

accounts with partial ownership.

© 2024 Prof. Dr. Fabian Schär



40

A Scientific Response – Nadler and Schär (2022)

© 2024 Prof. Dr. Fabian Schär
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A Scientific Response – Nadler and Schär (2022)

Naïve Observation: 

• One Account with very large token 

holdings.

• One Account with very large LP token 

holdings.

© 2024 Prof. Dr. Fabian Schär
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A Scientific Response – Nadler and Schär (2022)

Naïve Observation: 

• One Account with very large token 

holdings.

• One Account with very large LP token 

holdings.

Reality

• Thousands of liquidity providing accounts 

and farming accounts with partial 

ownership.

© 2024 Prof. Dr. Fabian Schär
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Token Wrapping Nadler and Schär (2022)

Token Wrapper

Treat accordingly

Lending Market

Account for Debt.

Baskets

Remap

AMM LP

Remap

Manual contract analysis → Automated Remapping (Multiple Levels)

Our Algo lead to two proposal:

1. Ownership Concentration 

2. Wrapping Complexity

Token

© 2024 Prof. Dr. Fabian Schär
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Proposed Algorithm

© 2024 Prof. Dr. Fabian Schär
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Summary of Results

© 2024 Prof. Dr. Fabian Schär

• For Top 5 VP Share and Majority Voters, these numbers must be interpreted as a best-case scenario 

(lower and upper bound respectively). 

• Undetectable sybil and collusion attacks may make things worse.  
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Wrapping Complexity (Rehypothecation)

Nadler and Schär (2022)

© 2024 Prof. Dr. Fabian Schär



47

Prior Research on Crypto Governance in Our Research Group

Nadler and Schär (2022)

→ Governance token ownership

Goldberg and Schär (2023)

→ DAO voting behavior

Schuler, Cloots and Schär (2024)

→ Centralization vector analysis across all layers

Fracassi, Khoja and Schär (2024)

→ Governance and transparency on settlement layer development.

© 2024 Prof. Dr. Fabian Schär
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A Casual Observation…
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Relative Time of Vote in Relation to Voting Power
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Would Ignoring the Most Powerful Voters Change the Outcome?
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Prior Research on Crypto Governance in Our Research Group

Nadler and Schär (2022)

→ Governance token ownership

Goldberg and Schär (2023)

→ DAO voting behavior

Schuler, Cloots and Schär (2024)

→ Centralization vector analysis across all layers

Fracassi, Khoja and Schär (2024)

→ Governance and transparency on settlement layer development.

© 2024 Prof. Dr. Fabian Schär
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Prior Research on Crypto Governance in Our Research Group

Nadler and Schär (2022)

→ Governance token ownership

Goldberg and Schär (2023)

→ DAO voting behavior

Schuler, Cloots and Schär (2024)

→ Centralization vector analysis across all layers

Fracassi, Khoja and Schär (2024)

→ Governance and transparency on settlement layer development.

© 2024 Prof. Dr. Fabian Schär
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Decision-Making in 
Ethereum Governance

How does it work?

© 2023 Prof. Dr. Fabian Schär
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An Introduction to Open Source Communities and Rough 
Consensus

• Anyone can do whatever they want.

• No formal voting or people with special privileges who can force a change. 

• Question of who actually supports the change.

• Threat of fork.
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An EIP Example

EIP Discussion Venues

• Github Repository

• Fellowship of Ethereum Magicians (Forum)

• Conferences and Twitter

• AllCoreDev Calls
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EIP Categories

Core: 

→ Critical changes, mostly s.t. 

consensus fork.

Networking:

→ Changes to devp2p sub protocol

Interface:

→ API/RPC specs and language 

level standards

ERC:

→ Application level conventions

Meta:

→ Meta proposals, e.g. fork spec

Informational:

→ Information or guidelines. No new 

features or changes.
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Decision-Making in 
Ethereum Governance

How concentrated is it?

© 2024 Prof. Dr. Fabian Schär



58
© 2024 Prof. Dr. Fabian Schär

EIP Top Authors (All Categories)
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EIP Top Authors (ERC/Interface and Implemented Core/Network)

Finalized (ERC/Interface) Implemented (Core/Network)
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Author Lorenz Curve by Category (#of Authors and Percentile)

Number of Authors Percentile of Authors
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Gini Coefficient of EIP Production Over Time
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EIP Co-Authorship Network

Computing the Clustering Coefficient:

Hub-and-Spoke

𝐶𝑖 = 0

Fully Connected

𝐶𝑖 = 1 𝐶𝑖 = 0.3
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Clustering Coefficient and Avg. N. of Co-Authors Over Time
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Concentration wrt Companies and Organizations
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Company Affiliation by Number of Authors and EIPs

Number of EIPsNumber of Authors
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Influence of Ethereum Foundation Over Time
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Decision-Making in 
Ethereum Governance

What determines EIP success?

© 2024 Prof. Dr. Fabian Schär
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EIP Finalization/Implementation Success Factors
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Revisiting Company / Organization Effects
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Decision-Making in 
Ethereum Governance

What is the effect of community engagement?

© 2024 Prof. Dr. Fabian Schär
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Community Engagement on «Ethereum Magicians» Forum
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Community Engagement Determinants
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Decision-Making in 
Ethereum Governance
Client and Reverse Dependency

© 2024 Prof. Dr. Fabian Schär
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Hard Fork History
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Client Development Concentration by Commits
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Client Development – Organization Influence
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Stablecoin Concentration
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Oracle Concentration
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Conclusion
Key Takeaways

© 2024 Prof. Dr. Fabian Schär
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Conclusion and Key Takeaways

• Ethereum governance is predominantly shaped by a core group of influential contributors.

• The success of these proposals is significantly driven by key attributes of the proposer, including 

their skills, social outreach and EIP engagement.

• The Developer calls are a critical forum for discussing and ratifying governance proposals.

• We observe a notable client developer concentration.

• We observe a large potential for reverse dependencies. Notable infrastructure providers, such as

oracle networks and (off-chain collateralized) stablecoin issuers essentially have a veto right.

• The governance process is very transparent and the community engagement quite large. 
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