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Abstract 
	

 Over the last twenty years, Dalbar, a marketing research company based in Boston, has 

been studying and reporting on American investors. Dalbar’s 2015 Quantitative Analysis of 

Investor Behavior found that in all varieties of mutual funds over the preceding two decades the 

average investor return was only 2.5%.  This paltry return was worse than a three-year Treasury 

Bill and only marginally better than cash stuffed under a mattress. Despite the government’s 

attempts to keep consumers updated with the best information and options, the education of 

investors and the protection of their portfolios are more important now than ever before.  The 

Securities and Exchange Commission’s public online database EDGAR is difficult to use and 

often forgotten.  Moreover, the SEC continually overlooks federal standards necessary to protect 

investors.  As a result, investors have often resorted to private organizations and other options for 

the information they need.  This is a dangerous game, of course, as these organizations 

frequently value their own self-interests over what is best for their individual clients.  
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Introduction 

 During the summer of 2015, I was fortunate to secure my dream internship with the SEC. 

After spending two years in Shanghai, exposed to frequent corruption and mismanagement in the 

financial sector there, I was excited to work with American regulators.  It was not, unfortunately, 

what I had expected.  The SEC, which boasts the largest corporate statistical database in the 

nation – a resource absolutely vital to all investors – appeared unable to convey its critical 

information in a way the average investor could understand.  Supposedly a model for markets 

and regulators worldwide, the SEC was not delivering on its lofty promises following the 2008 

financial crisis. Disillusioned, I turned to The Motley Fool, one of the largest private financial-

services companies in the world, for an internship in the summer of 2016.  Once again I found 

myself surprised.  Private sector companies, I had always assumed, had different missions.  

Creating value for company shareholders rarely aligned with what was best for company clients 

(Bost, 2015).  This was certainly an understandable sentiment.  I had, after all, come of age in the 

wake of the worst financial meltdown since the Great Depression.  It was also, however, a 

sentiment that my experience at The Motley Fool cast in a new light.  The Motley Fool appeared 

profitable for both its shareholders and its many small, private investor clients.  In fact, The 

Motley Fool’s drive to create profit for itself resulted in better investor communications and 

protections than the public-mandated SEC.  Taken together, my two summer internships have 

opened my eyes to the critical importance of private financial companies in educating and 

protecting American investors. It is a lesson that my liberal heart may ache to admit, but the 

private sector frequently does it better.  
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1) SEC EDGAR Failures 
	

 The SEC requires all publically-listed companies to file reports for its review.  After 

checking for illegalities, the SEC posts the reports online for any potential investors.  While this 

EDGAR database is vital for ensuring that small investors have the same information as 

institutional investors with the resources to dig deeper, the SEC’s system of public postings is 

inefficient and hardly user-friendly.  Loaded with institutional jargon the average investor would 

likely not comprehend, EDGAR appears more designed for the expert than the novice seeking 

initial background.  The SEC’s postings are intended more for the latter than the former, but in 

reality accomplish just the opposite.  

This is evident in a 2016 study by Tim Loughran and Bill McDonald.  The two 

University of Notre Dame researchers found that individual investors requested corporate annual 

reports only an average of 28.4 times.  More common visitors to EDGAR were electronic 

“robots” that large banks and hedge funds had programmed to uncover newly-published 

information.  Another study from 2011 found that 95% of all EDGAR requests were only for 

10% of the available forms, suggesting low demand for the majority of investor filings (Drake, 

Roulstone, and Thornock, 2011). Taken in total it is fair to conclude that most investors either 

are unaware or uninterested in EDGAR, a resource intended by taxpayer money to assist them.  

Either way, the SEC has not fulfilled its mission to protect investors, creating opportunity for 

profit-seeking private companies.  

Two troubling developments follow from this.  First, private companies fill the vacuum 

with paid sites, offering subscribers information that should be free for a truly equitable market.  

Second, the SEC has launched its own paid subscription service, the Public Dissemination 

Service, which provides information quicker than the free EDGAR system. 



Flippen 5 
	

	

a. Private Company Alternatives 

	

The SEC began developing EDGAR in 1983 after recognizing that the number of paper 

filings would soon swamp its staff.  Developing a “fully-automated system” that received 

electronic filings, tagged them for processing, and disseminated them to the public was 

expensive, however, and thus the SEC initially posted them online only through a government 

contractor and for a fee.  There was, the SEC claimed, a fundamental “lack of American interest” 

in online corporate reports.  A grassroots effort in 1993 successfully challenged this erroneous 

assumption, however, and, relenting, the SEC allowed open access to EDGAR, now located at 

http://www.edgar.sec.gov.  In the two decades since, millions of dollars have been funneled into 

EDGAR’s operations but its data tagging remains largely inoperable and its information 

frequently asymmetrical.  To interpret this vast volume of data, one often needs additional 

instruction or context.  Over the years critics, both in Congress and in the private sector, have 

noted EDGAR’s difficulties but, in the end, to little avail.  The failure to publish company filings 

in a readable manner has left the door open for private companies to charge investors for the 

privilege of reading information for which they are already entitled. 

Perhaps the best example of a private alternative is the website Rank and Filed.  

Accessible at www.rankandfiled.com, Rank and Filed gathers data from EDGAR, indexes it, and 

returns the information in a format that allows investors to research and discover companies 

easily and quickly. In a testament to the failure of the SEC, developer Maris Jensen, who had no 

prior coding experience, designed Rank and Filed in only seven months.  Working as a SEC 

analyst she originally pitched the idea for an interactive site to her bosses, but they appeared 

uninterested.  Today her website has published more than 25 million files.  Jensen’s work 
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highlighted EDGAR’s inadequacies if not the complacency at the SEC, but it still has its own 

failings.  Rank and Filed has a lag time of up to ten minutes- something which is a deal-breaker 

for many fast paced investors. Not surprisingly, paid services offering more timely access have 

already begun to emerge. 

The most popular paid alternative for company disclosures is BamSEC.com.  BamSEC 

takes filings from EDGAR and adds bonus features, such as the ability to search for key terms 

and download tables.  There is a monthly premium of $35, but this is no deterrent to investment 

banks like Barclays, J.P. Morgan, and Morgan Stanley, all willing to pay for the ability to search 

hassle-free.  Noting such paid sites, the House Committee on Oversight and Government Reform 

has complained to the SEC about its failure to implement and enforce the Interactive Data Rule, 

which pioneered the transition to online disclosures.  The SEC, it argued, had not fully utilized 

the financial data it had collected and had failed to address concerns about the quality and 

structure of its data.  It also continued to “buy-back from commercial databases the same data it 

collects from filers” (United States, 2013).  In fact, apart from BamSEC, the SEC buys structured 

data from commercial databases like Compustat and Yahoo! Finance, both of which have been 

shown to have less accurate data than the SECs’ own database (Chychyla, 2014). The SEC’s 

reluctance to use its own database is more than just an unnecessary cost to taxpayers.  According 

to a study by Columbia University, the “reticence of regulators and filers to ensure that the 

interactive data are accurately and correctly-tagged” may render the data “not only unusable … 

but potentially irrelevant.” (Harris and Morsfield, 2012). 

b. SEC Public Dissemination Service 
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Sadly, potential abuse from private companies is not the only problem that the SEC 

faces as it continues to utilize its outdated EDGAR system.  As a matter of principle, the SEC 

promises timely and simultaneous publication of all company filings in EDGAR, obviously 

critical for an even playing field.  At the same time, however, the SEC has a Public 

Dissemination Service (PDS) which allows for the real-time transmission of public documents 

the moment they are filed with the SEC.  According to the SEC’s website, PDS subscribers 

receive forms at the same time they are published online but also pay a premium of $15,000 

annually for email notification and access to these records, often between 2,000 and 4,000 daily. 

Studies have shown that this PDS system creates an empirical advantage for subscribers that 

translates into economically significant trading profits. One University of Colorado study, for 

example, found that the process of uploading files sent via email was quicker than the normal 

public postings. Focusing on Form 4 filings, which show insider trading and represent one of 

the clearest ways to predict future company success, the study demonstrated that prices, 

volumes, and spreads moved about fifteen to thirty seconds in advance of news posted to 

EDGAR. When the PDS feed is first, “a return of 28 basis points (during an average 81 second 

window) is available to the informed traders.” This implies that the delay creates timing 

strategies that allow for some market participants to trade and profit on the spread (Rogers, 

Skinner, Zechman, 2016). 	

2) Role of Private Companies  
	

In April 2016, the Department of Labor passed its final version of its “conflict of interest 

rule,” which set a uniform fiduciary standard on investment advice.  Hailed by many as 

encouraging the best advice for retirement, below the surface the rule represented a failure in 

public policy.  In 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act had 



Flippen 8 
	

	

given the SEC the authority to regulate uniform fiduciary requirements. For six years the SEC 

failed to act, a delay that only then motivated the Department of Labor. (Iacurci, 2016). The 

conflict of interest rule is just one example of how the SEC has stumbled in fulfilling its noble 

mission. Private organizations appear more capable of educating investors and maintaining up-

to-date data and interfaces that increase accessibility. The Motley Fool, for example, has 

dedicated resources and personnel to DIY finance that have a vested interest in educating the 

average American on their options. Education and awareness are pivotal for the Motley Fool’s 

business model as it attempts to pull clients away from more expensive financial advisors, many 

of whom profit despite dismal returns.  Government organizations do not have the same built-in 

incentives and often face budgetary or legal constraints that prevent them from offering the best 

financial support. With inadequate funding, the SEC remains a relatively small organization 

tasked nevertheless with fixing some of the most important financial problems facing the United 

States (Khademian, 2002).  

3) Risks of Private Companies for Investor Protection 
	

 Unfortunately, relying on private companies to educate investors is often playing with 

fire.  While The Motley Fool is first and foremost an educational and publishing company, its 

success has led it to expand into wealth management and actively-managed accounts, a function 

arguably contradictory to its traditional role as educator. The Fool attempts to cater to both the 

independent investor and the hands-off financier.  While thus far it has been successful, future 

expansion may drive the business away from education. As businesses grow, their profits will 

come more from wealth management services, which handle actively-managed portfolios, than 

from articles and advertisements that reach a large customer base. While private organizations 

have the resources to educate investors, relying on private companies in the long-term to provide 
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vital education is untenable.  Also, of course, many investors may not be able to discern biased 

or speculative information from truly good advice.  While information may come in similar 

packaging, not all that glitters is gold.  In the end, investor protection remains an unsolved 

problem at the federal level with global consequences. 

4) Conclusion  

Despite the Securities and Exchange Commission’s attempts to protect investors by 

providing a level playing field for disseminating vital company disclosures, it has allowed a 

situation to emerge whereby well-funded investors can have an advantage over their smaller and 

less savvy competition.  The SEC’s online database, EDGAR, and its Public Dissemination 

Service fail to reach out to the average American investor.  They present information in a manner 

that is unreadable and often inaccessible. The SEC’s failure to live up to its lofty mission has left 

vital gaps in investor education that private companies have begun to fill.  Despite many 

companies having strong resources and large consumer bases to educate, long-term reliance upon 

private companies may make American investors vulnerable to false information and misleading 

marketing ploys. 
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