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With new and comprehensive data on the international spread of both listed and unlisted companies/corporations before the First World War this paper shows that common and Scandinavian civil law countries dominated the process. Official religious adherence and political regime – with the exception of membership of the British Empire - independently contributed little. Despite the possibilities they created for fraud and exploitation companies raised productivity. These conclusions generate another; that the British Empire, as a vehicle for the spread of common law where companies were concerned, on balance raised GDP per head for subject colonies as well as for dominions, compared with a French civil law regime and a fortiori with non-European corporate regulation.

The Diffusion and Impact of the Corporation in 1910
Mr Goldbury:           Some seven men form an Association,
(If possible, all Peers and Baronets)
They start off with a public declaration
To what extent they mean to pay their debts.

…
Though a Rothschild you may be
In your own capacity,
As a Company you've come to utter sorrow -
But the Liquidators say,
"Never mind - you needn't pay,"
So you start another Company tomorrow!…

King.

Well, at first sight it strikes us as dishonest,
But if it's good enough for virtuous England -
The first commercial country in the world -
It's good enough for us.

W S Gilbert and  A Sullivan Utopia (Limited) or The Flowers of Progress 1893 

Gilbert and Sullivan’s low expectations for the globalisation of the companies in their day were reinforced two years later by the UK Comptroller-General for Bankruptcies. His report complained that many joint stock companies were liquidated simply to defraud creditors (Board of Trade 1895). This pessimism about early corporate law echoes many judgments by historians of Britain (Cheffins 2008: Johnson 2010) but contrasts starkly with  pervasive Washington consensus triumphalism in which joint stock limited liability companies are a key component of the financial development essential for economic growth (Levine 1997 : Rajan and Zingales 1998: Sylla and Wright 2013). To the extent that the spread of such organisations constitutes new industry entry, they will foster competition and economic growth (Klapper et al 2007).  In the terminology of Acemoglu and Robinson (2012) companies are an economic institution that might be extractive (according to Gilbert and Sullivan) or inclusive (the common present day position). When they are inclusive they allow participation by most of the population to make best use of their talents, fostering investment, coordination and efficiency. Extractive companies expropriate resources from the rest of society, by fraud, by putting up entry barriers or by suppressing the functioning of markets. Extractive economic institutions are typically formed or supported by extractive political institutions that concentrate power with a narrow elite and place few limitations on their power.

To identify whether the company or corporation in 1910 was primarily an extractive or inclusive institution we need to consider the nature of the supply permitted by political elites or governments and influential lobbyists. In the supply of companies, the extent of investor protection provided by national legal systems may well play a role (LaPorta et al 1998; Kuran 2011; Klapper et al  2007).  In turn legal practice or formulation could well be influenced by more deep seated culture and religion (Stulz and Williamson 2003). But political structures and pressure groups can be expected to try to block company developments that impinge on incumbent interests unless there are countervailing inclusive institutions able to resist (Rajan and Zingales2003; Pagano and Volpin 2005). Intentionally or not, taxation or its absence must have played a role in the early spread of companies as well (Liu 2012).

Financial possibilities such as provided by banks could contribute to the supply of companies. Schumpeter’s (1934) theory of the primacy of banks in economic development might be taken to imply not only that stock markets but also that companies matter less- partners and individuals could function as efficiently with their support
 - although banks themselves were incorporated. With banks able to access capital far more readily than the company in Schumpeter’s scheme, a relation between an entrepreneur and a bank is the necessary combination to limit informational asymmetries; corporate institutions may be less important. An alternative view is that banks may become nests of ‘crony capitalism’. Well functioning arms-lengths markets can be created by the right institutions, such as those imposing good corporate governance, and these are more likely to be inclusive institutions.  Stock market finance then reduces the need for banks and supports more rapid economic growth
.  If markets work well, more companies will productively invest more, and the impact of fraudulent concerns will be minimal because there will be so few of them. On this view banks are neither necessary nor sufficient. A corollary might be that stock market finance is also neither necessary nor sufficient for economic development in a well functioning market, which will be measured by the ease of setting up companies for legitimate purposes.

Among the most prominent institutions that may have enhanced or detracted from the operation of  world markets before the First World War was the British Empire. If the Empire was a boon for markets it will have stimulated both the international spread of companies and their contribution to economic development. Companies therefore offer an opportunity to examine the supposed extractive institutions of the British Empire (Acemoglu and Robinson 2012; Accominotti et al 2010), for a large proportion of the countries for which data can be found were then members of the Empire. 
It might be contended that companies were inevitably extractive institutions when owned by white colonialists and inclusive institutions when owned by indigenous inhabitants. In the case of enclave mining developments arrangements are physically extractive and if the natural resources and profits are owned somehow illegitimately the only gain to the indigenous inhabitants will be the higher wages from the next best alternative. And even this can be nullified by land allocation or taxation that reduces the value of the next best alternative.  However, in the case of for instance rubber and tea plantation companies, initially owned by colonialist, the longer term benefits are more likely to be positive – world market conditions permitting - through the sustainable transfer of technology and management and marketing knowledge. The net effect of companies in colonies is not self-evident.

Companies’ impact on say GDP per head depends in part on the investment opportunities open to them and on the economic environment that political elites create, but obviously on the level of economic development as well.  The effects of companies may depend not only on their numbers but on their sizes and productivities. Indications of these last two aspects can be gained from the value of the capital subscribed by shareholders and from the market valuation of that capital, when the firm is quoted on a stock exchange.  When businesses operate in a competitive environment market valuation should provide a measure of the success of these joint stock enterprises in operation. Their capacity to raise capital from shareholders reflects corporations’ ability to convince them of the future value of the enterprise. We might expect some different contributors to these indicators than to the spread of corporations – for instance industrial companies are likely to be both more abundant and more highly valued for their growth prospects than agricultural businesses, or at least this is a testable proposition. Companies quoted at their issue price or par will have fulfilled expectations of future payouts to shareholders. Assuming competitive valuations with adequate information these businesses will have justified the capital they have tied up by the returns to the economy.

The present exercise utilises Hannah’s (2013) international company data for 1910 to estimate the above two relations – the supply of companies and their impact - as they contributed to the international spread of the corporation, or joint stock company, and to economic growth. With this new data set, unprecedented in coverage, new light is cast upon the institutional concomitants of economic development.  An international cross-section for a single year has some limitations for statistical inference (Luintel et al 2008). It might be contended that a panel data set would support more convincing results but panels need to span a great time to capture country level changes in legal system, religion and often political system, so much as to make such an exercise impractical or misleading.  As an alternative, the present international sample is supplemented by data on US states for a similar year, which include more financial and other information.

In the following section (1) we explain the essential characteristics of the institution on which we focus. We move on in section 2 describe the bivariate relations between the stock of companies and the various possible contributors to their supply. Then in section 3 we use IV and OLS regression to decide the principal contributors to the supply of companies. Section 4 applies similar techniques to establish the future GDP direct consequences of companies in 1910 and thereby allows a calculation of the net effect in 1929 of the British Empire in providing the framework to nurture this institution.

1. Companies/ Corporations

A company or a corporation is a ‘fuzzy’ concept. The boundaries between companies and other institutions for production are not always perfectly clear but we contend clear enough for operational purposes. Companies might have influenced economic growth and development by their capacity to save and invest more and perhaps more productively. What were the characteristics that may have allowed them to do so? 
First, ‘corporate personality’, especially the legal right to sue and be sued, was an element of standard registered companies of a variety of types. The trust device in deed-of-settlement companies for instance conferred these privileges. Second, these organisations were protected from creditor pursuit of an owner’s unrelated debts – although this ‘entity shielding’ was not necessarily confined to companies. Hansmann et al (2006) contend that entity shielding was more important than limited liability for early companies. 

Third, limited liability only came to be almost universal by the mid-nineteenth century for companies proper in the common law countries, although it was normal for German AGs and French SAs (Hannah 2013). All commandites by definition had it and some of the other forms in practice or in principle did
. Moreover, if there was a distinct advantage of limited liability for publicly-held companies it was not confined to them: commandites with shares, Gewerkschaften and deed-of-settlement companies were all quoted on stock exchanges. On the contrary, multiple ownership was a necessary condition of commandites and deed-of-settlement companies, but not of ‘corporations’: some statutory corporations were “corporations sole,” with one owner. 

Fourth, ‘Perpetual Succession’ (together with a corporate seal) is sometimes considered legally distinctive to ‘corporations’, making them immune to the death of a shareholder (or indeed any transfer of ownership). Blair (2003) argued that this locking-in of capital was a key contribution of early corporations. Again this was not confined to corporations; some Gewerkschaften had already survived for centuries and some commandites par actions and deed-of-settlement companies also survived over several generations of owners and managers. 

A corporation is loosely used in American English to mean a joint stock limited liability company but the corporation certainly did not necessarily have limited liability (though now usually does) and does not even need to have joint stock. A company can include partnerships but here it is generally used in the more exclusive sense: exactly as a corporation. Technically, universities or the Royal Society are corporations but only business ones are usually included in these statistics (but some national statistics do not exclude non-business forms).
The classification ‘companies/corporations’ is  thus ‘fuzzy’ but does not seriously mislead in that numbers and capitals of the anomalies are probably small (and go both ways in some cases) compared with the core of mainstream business companies/corporations proper
. So the statistics used here generally include all limited liability joint stock companies and some similar entities might occasionally also be taken in
.  The aim (generally shared by contemporary statisticians) has been to include all things which are like a corporation but to exclude, for example, all simple partnerships with no shares (even if some partners had limited liability). However, in some cases there is no way of achieving uniformity. For instance, commandités par actions (SCAs, KGaAs) are included for Germany and France but not for Belgium (the French and German official statistics include them, the Belgian ones do not).  The justification for this approach is to test the hypothesis that the company, as ‘fuzzily’ defined here, was and is an important institution of economic growth and development

2.  Possible Determinants of the Supply of Companies

2.1 Legal Institutions

Behind the progress of the joint stock limited liability company is sometimes claimed to have been English common law, much superior to French and German civil law systems in its supply of investor protection, essential to avoiding ‘agency problems’ with joint stock company directors (LaPorta et el 1998). However, factors that influence securitization (such as common law rights of shareholders or ‘anti-director‘ rights) may have ambiguous effects on corporatization, particularly as measured by the numbers of companies. Weak disclosure requirements or shareholder rights may inhibit stock market IPOs but encourage use of the closed corporation, especially in countries where private companies were not exempted from stringent public company regulations.
   

We adopt non-European (e.g. Islamic) law and mixed systems
 as the base case and distinguish from this the four categories of Scandinavian, French and German civil law and common law systems. Although England and Wales and many British colonies adhered to the common law tradition, the Scots and French Canadians were different.  Nonetheless we count the UK and Canada as common law countries. Matching company data with common law yields a sample of 19 countries
. Of these only one is not British, the United States (Table 1 below). Clearly English common law and Scandinavian civil law countries were far more fecund in companies than the rest; apparently civil law per se was not harmful to the spread of the corporation because the Scandinavians were able to generate far more companies per head than common law countries.

Table 1. Legal Regime and the International Spread of Companies in 1910

	
	
	Corporations per mill. pop.
	Corporate stock value at par/GDP %

	
	
	No. of countries
	Mean 
	No. of countries 
	Mean 

	Common law
	19
	730
	8
	156.5

	Scandinavian civil law
	4
	1255
	4
	48.2

	French civil law
	21
	184
	10
	51.7

	German civil law
	10
	207
	7
	31.6


On the other hand Scandinavian civil law companies were on average smaller in relation to GDP than those in common law countries. They were little different from those in French civil law countries, but both were more dominant in the economy than corporations in German civil law countries. At first sight common law countries appear to encourage securitization – though what this contributed to economic growth and development in 1910 remains to be demonstrated.

Under a civil law system, Norway seems to have developed effective corporate governance without any statutory corporate law (Ostergaard and Smith 2011). Norway had more corporations per head of population in 1910 than any European country (Hannah 2013). Substantial protections were available to minority shareholders against expropriation by corporate ‘insiders’.  On the other hand Islamic law, it has been contended, was especially harmful for development (Kuran 2011). We may also note that if common law really did promote the spread of companies, and companies stimulated economic growth, we would expect to find an impact of common law on economic development.  A country level test cast some doubt on the growth efficacy of common law. In South Africa the shift to a common law system in 1827 apparently had no effect on economic growth but, when in 1843 the legal basis of landholding gave more secure property rights to landholders, economic growth did begin (Brunt 2011).  These results seem reasonable- secure property rights can be regarded as a fundamental for many aspects of economic growth including ‘corporatisation’ but do not  necessarily preclude a subsequent impact of common law on economic growth through  the  diffusion of the company.
2.2 Political Institutions 
Political economy considerations in recent times have meant that majoritarian democratic constitutions supposedly provide more investor protection – and therefore more investment in joint stock companies - than proportional representation (Pagano and Volpin 2005). Only a few countries had adopted proportional representation in 1910 and so Pagano and Volpin’s (2005) representation hypothesis arguably is less relevant than a century later. Here we focus simply on the degree of democracy as defined by the PolityIV index. This index of democracy–autocracy measures regime authority on a 21-point scale ranging from -10 (hereditary monarchy) to +10 (consolidated democracy). The constructors also recommend a three-part categorization of "autocracies" (-10 to -6), "anocracies" (-5 to +5), and "democracies" (+6 to +10). 6 countries receive a score of +10 and are classified as perfectly functioning or ‘consolidated’ democracies in 1910. They are the U S, Australia, New Zealand, Norway, Switzerland and Greece. To increase the coverage of the index, we assume an index number of -6 for colonies otherwise not included. Table 2 shows this autocracy group dominates corporatization.  Consolidated democracy is clearly associated with high corporate numbers but not so much with corporate capital ratio to GDP. In Autocracies including colonies, corporations on average had a slightly greater ratio of corporate capital to GDP.

Table 2. Political Regime and the International Spread of Companies in 1910
	
	
	Corporations per mill. pop.
	Corporate stockvalue at par/GDP %

	
	
	No. of countries
	Mean 
	No. of countries
	Mean

	Autocracy (includes colonies)
	33
	161
	9
	78.9

	Anocracy
	
	22
	282
	12
	47.2

	Democracy
	26
	612
	10
	90.6

	‘Consolidated democracy’
	6
	1551
	5
	76


In the world of 1910 according to Acemoglu and Robinson (2012) the imperial framework ensured that ‘extractive institutions’ were adopted where Europeans did not settle
. Allegedly administrators there cared little about aggregate output or the welfare of the indigenous population. Davis and Huttenback’s classification of British self-governing colonies correspond with ‘good institutions‘ colonies (dominions) while dependent colonies and India coincided with ‘extractive institutions’ colonies (Accominotti et al 2010). In this latter dependent British Empire, where coercion was available, European institutions and ideals were ignored, it is contended. If  present day Western triumphalism is warranted, the diffusion or otherwise of the joint stock company to such regions  offers a test of these views. We can use the corporations data to provide a simple test of the Accominotti et  al 2010 hypothesis of British Empire repression of non-European  settled areas. If indigenously registered joint stock companies reflect ‘good’ or ‘inclusive’ institutions, then corporations per head is a measure of institutional ‘progress’.

The Accominotti et al’s hypothesis requires that joint stock companies were more abundant in European settled regions and less abundant elsewhere in the Empire. This is of course a simple minded test because other relevant factors may differ between regions – in particular productivity, GDP, and proportion of agriculture but it is a start. In view of the corporation-intensiveness of non-European settler area Hong Kong, with 1320 companies per million compared with a sample average of 338 and a UK figure of 1241 there must be some initial doubt about the hypothesis.  The Hong Kong population was of course small so that the 577 companies recorded gave the very high ‘density’. But judging from the names of individual corporate liquidations in the Hong Kong Government Gazette, Hong Kong companies were not just used by the small numbers of the colonial white business elite but also by the native Chinese bourgeoisie in both Hong Kong (e.g. Kwong Hip Lung, the Kowloon engineers and shipbuilders registered in 1890) and mainland China (e.g. Nanyang Brothers Tobacco and Lao Kung Mao, Shanghai cotton spinners), and even by some companies operating in Japan (e.g Kirin Beer until 1907) and elsewhere in Asia (Wright 1908 pp. 196-249; Lee 1998 pp. 61-86; Chung pp. 53-5, 171).  The Federated Malay States’ Mines Department Reports mention numerous corporate tin mines mainly owned by ethnic Europeans and Chinese. The density of companies in the India at 12 was far higher than China’s 1. British India’s ratio of equity capital at par to GDP of 24% compares with Austria’s 26% and Spain’s 27%. The initial impression is that the British administration of law and order created a more favourable environment for corporate development in the colonies – not exclusively for Europeans - than did the surrounding states.

But Table 3 shows first that British Empire European settler controlled areas were significantly more corporation-intensive than the rest of the sample average, though on average a little less than the UK. The six countries involved were Australia, Canada, New Zealand, Malta, South Africa and Rhodesia. The inclusion of the last two might be contested – Rhodesia only acquired effective dominion status in 1923 - but the critical element of the Accominotti et al theory is a substantial body of Europeans in a strong position to bargain. Second the British Empire regions not extensively settled by Europeans had a lower mean number of companies than the rest of the world but the difference is not statistically significant. For comparison a French colonial average is included. This average is much lower than the rest of the world, significant on a one tailed test at the five percent level, and the figure for France itself (306) is also lower than the rest of the world. 

Table 3 British Empire Corporatisation in 1910 versus the Rest

	Group
	
	Number of countries
	Mean corporations per million
	Difference

	
	
	
	
	
	

	BE European settlers
	6
	
	1087
	-808

	Others
	
	75
	
	279
	t =  -3.5634

	
	
	
	
	
	

	BE Indigenous
	11
	
	216
	142

	Others
	
	70
	
	358
	t =   0.7632

	
	
	
	
	
	

	French colony
	11
	
	44
	341

	Others
	
	70
	
	385
	t= 1.86


German South West Africa (modern Namibia) may cast a contrasting light on the hypothesis to Hong Kong. Here there were some European settlers backed up by substantial armed force exercised against the indigenous inhabitants. The 116 companies there were apparently exclusively formed by Europeans. The colony illustrates the difficulty of using population as the denominator in countries where the native population hardly participated in the modern sector at all. In the deserts of south-west Africa, the native population was tiny. It is essentially the denominator, not the numerator, that creates the impression of much greater use of the corporate form in South-West Africa whose corporate density was higher than in Germany itself.  

The mean corporate stock value at par as a percentage of GDP for the four British Empire European settler countries for which we have data was 103% compared with 162% for the UK.  For only two British ‘colonies’ with an indigenous majority do we have stock ratios, India and Hong Kong. Between them they average 252% which might be interpreted as a sign of exploitative foreign capital in enclave economies. But the ratio is sharply dichotomous; Hong Kong’s 480% hardly compares with India’s 24%.

Both trade and capital openness are necessary for financial development and for the joint stock company to flourish, according to Rajan and Zingales (2003). Incumbent interests are least able to coordinate to obstruct or reverse financial development when these two conditions are fulfilled.  In view of the extensive development of the political economy theory of trade restrictions, one might instead propose that circumstances preventing incumbent interests from restricting  foreign trade are the same  as those foiling their  constraints on the development of domestic institutions; export intensity is  simply their manifestation - or otherwise ( this is why RZ instrument openness). But we can confirm Rajan and Zingales’ correlation (with publicly listed companies) more effectively than they were able for 1910/1913 with our larger sample of both quoted and unquoted companies and countries. This might suggest that a focus exclusively on listed companies and their capitalisation confuses the relation with economic development – in part because of the different patterns of finance. As Rajan and Zingales (RZ) predict for listed companies, figure 1 shows a close relationship between more general corporatisation and export intensity (per head) in this period of high capital mobility. The figure is consistent with interest groups blocking new competition in more closed economies – but also accords with other hypotheses, such as the beneficial effects on productivity and international competitiveness of more companies. 
FIGURE 1 ABOUT HERE
In figure 1 we can achieve 28 observations (compared with RZ’s 18), an R squared of 0.71 and a coefficient of 1.2 though not significantly greater than one. But unlike RZ we do not need to interact with industrialisation to achieve significance.  Industrialisation is needed to explain equity capitalisation (par or market, though samples are very small), where exports add nothing. This distinction appears to warrant at least a modification to RZ’s theory. Industrialisation is their proxy for the demand for finance.  If we accept that then the demand for finance is irrelevant to company formation but it is relevant to the magnitude of par or market equity capitalisation (fig 2). Exports or trade openness are pertinent to the abundance of companies but not to equity market capitalisation. Interacting two variables conceals this difference.  An interpretation is that interest group politics can constrain company formation but not equity capitalisation, unless it does so indirectly by inhibiting industrialisation.

FIGURE 2 ABOUT HERE

2.3 Culture and Religion
Stulz and Williamson (2003) maintain that differences in culture, proxied by differences in religion and language, influence why investor protection differs across countries.  This is because national legal traditions relate the legal system to the culture of which they are a partial expression. We examine whether this affected the spread of corporations by considering official religions for 1900 (Barrett 1982). These religions are not necessarily representative of the populations’ practices and beliefs; for instance many colonies, the United States and the Netherlands are recorded as ‘secular’. Finland was predominantly Lutheran in 1900 but as a part of the Russian empire this was not the official religion. Similarly present day Indonesia is for 1900 recorded with an official religion of the Dutch Reformed Church despite the great majority of the inhabitants adhering to Islam. But if a narrow elite shaped economic institutions, as well as choosing the official religion, then it may be the official religion that matters for predicting economic institutions and performance.

The ‘secular’ category accounts for the largest number of cases. Roman Catholic countries were slightly more common than those officially adhering to Islam. Official Protestants must be classified as Anglicans plus Lutherans in Table 4 - at least for consistency with Stulz and Williamson (2003).

	Table 4


	
	 Corporations per million
	Corporate stock value at par/GDP %

	
	
	No. of countries
	Mean
	No. of countries
	Mean

	Secular
	
	17
	582
	6
	169.8

	Roman  Catholic
	10
	131
	3
	48.7

	Islam
	
	9
	66
	2
	53

	‘Protestant'
	5
	1391
	3
	79


Plainly the national churches classified as Protestant here were in countries that were corporation-intensive and Islam and Roman Catholicism were not. But then common and Scandinavian law completely overlap the Protestant category. The countries most dominated by corporations (par value as percentage of GDP) were, however, officially secular.

So it looks as if some combination of consolidated democracy, Protestantism, common or Scandinavian civil law and being a European settler British Empire country provided the conditions for maximum corporatisation. All top scorers, the US, Canada and Norway have three or four of these characteristics and other countries that have them are not far behind (New Zealand, Australia). 

2.4  Finance

It has been suggested that alternative methods of finance may explain the slow take-up of the corporate (especially listed) form, for example because some societies are more bank-orientated than stock-exchange-orientated. Gerschenkron’s (1962) typology   of 19th century European industrialisation identified the replacement of short-term English style banking by long term investment banking in more backward economies where industrialisation could be more rapid.  More generally, countries with higher ratios of quoted capital to GDP may be less reliant on investment finance from banks.  Figure 3 plots RZ’s commercial plus savings deposit/GDP for 1913 with the Hannah stock market at par/GDP for 1910. Effectively there is no relationship, although it is apparent that a few countries have high stock market values and low deposits; Canada contrasts markedly with Australia’s far lower stock market equity and little higher deposits. 

FIGURE 3 ABOUT HERE

 Banks lend to non-corporate business forms, so a particularly well-developed banking network might also inhibit even unquoted businesses from adopting the corporate form, by making it unnecessary to bring in additional shareholders in a closely-held business. But there is no evidence for any inverse relationship in the Figure 4 scatter diagram (which uses only commercial deposits).  Indeed the financial development literature presumes a positive relationship, which does seem to be there (Luintel et al 2008).

FIGURE 4 ABOUT HERE

The relationship would be tightened by the averaging of Austria with Hungary - perhaps justified by the economic or imperial relationship whereby Austrian banks lent to Hungarian companies
.  Above the curve is a cluster of regions of recent European settlement, plus the Netherlands and Norway, which seem to show a more precocious corporatisation for a given level of bank financial development 

For the US, we were able to measure the sum of all corporate debt (bonds, bank loans, trade credits etc), relative to corporate share capital, by state, using standardized IRS data.
 However, there was no bivariate relationship across states in 1909 between this debt ratio and corporations per head.  On the other hand there is a close positive (constant elasticity) relationship between debt per head and companies per head (closer than with capital per head). The ability to borrow increases the number of companies and this may be behind the positive international relationship between bank deposits and companies– though it does not cast light on the contribution of stock market finance. But the ability to borrow may be only one contributor to corporatisation, one aspect of the level of income, for US companies per head are better explained by personal income (Klein 2009) instrumented with  net corporate incomes per head  and return on corporate capital (which appear to be statistically acceptable instruments). 
2.5 Incomes and Output

Since farms were generally personally owned or leased, the agricultural sector had few corporations anywhere until the plantations and pastoral stations of the late nineteenth and early twentieth centuries, so corporatization will be positively correlated with the level of industrialization. As living standards rise, agriculture becomes proportionately less important, though not all countries with large agricultural and small industrial sectors were poor. Richer countries can be expected to save more and to accumulate more capital and their generally more complex economies require more transfers between sectors of the kind that corporate multi-ownership facilitates. 
We use Maddison’s (2001) estimates of real GDP per capita in 1910 as a proxy for such factors
.  Since the GDP coverage is more limited than our corporations data, and because we expect human capital to play a vital role in economic development, we also use percentage adult literacy c. 1900 (Barrett 1982) as an indicator of economic development in the scatter plots below.

It is apparent from figures 5 and 6 that there is a very close relationship between economic development and corporatisation (with the US at one end and China at the other). Across 53 countries GDP per capita explains 63 percent of the variation in corporatisation as measured by numbers, and across 71, literacy explains 46 percent.  For cross-sectional correlations these are high percentages, and the closer fit of GDP is very apparent. Widespread illiteracy was not an insurmountable handicap to corporatisation in 1910, perhaps because in most societies it was only elites that formed corporations. But literacy affects the general level of development and therefore the opportunities for companies.

Comparing par stock value to GDP percentages to GDP per head (Figure 7) suggests the British Empire connection was associated with higher percentages for given GDP.  Close to the beginning of the envelope of the scatter lies India and close to the end is Canada, after a colossal jump to and back from Hong Kong.

FIGURES 5, 6 AND 7 ABOUT HERE

3. Company Supply Analysed
The supply of companies or corporations (C) in a country may depend on the above variables; religion, law, politics, finance (all X in equation 1 below) and income(Y);

C = α0 + α1X + α2Y + ε1                          ..(1)
But also companies may raise national incomes through their investment (ε1  and ε2 are normally distributed random errors);
Y = β0 + β1C + ε2                                                      …(2)
A change in X has a direct effect (α1) on C and an indirect effect on Y (through β1). Moreover in the long run this Y effect will have a second round impact on C (α2) which will eventually again affect Y. The full long run effect of X through C on Y is; 

∂Y/∂X = β1α1/(1-β1α2)                        …(3)

If corporations cause GDP per capita then OLS estimates of the effect of GDP per capita on corporatisation (α2) will be biased. It turns out that instrumenting does not greatly alter the GDP coefficient and the identification is strong. As countries increased their GDP per capita by 10% their corporatisation rose by perhaps 18%. This is far greater than found across states in the US at a similar date.

From the interstate sample of 1909 the simplest measure of the US income elasticity of demand for companies (α2) is about one third of the apparent world elasticity. One possibility is that it is biased downwards biased by errors or by an omitted variable.  In the shallower (US states) function (broken line in the figure 8) we have ‘errors’ which bias the ‘true’ estimate. States with higher than average incomes tend to have been lucky (undergoing a growth spurt through the vagaries of development). So they had less time to set up the number of companies consonant with their opportunities than slower growing states. Conversely for (US) states with below average income. But if we aggregate over (US) states and track behaviour over long periods we are looking at average behaviour, with chance and life cycle effects on company formation averaged out.  This is what the international comparison does in effect. Drawing the steeper (solid) line through the scatter for  US states (fig. 8) we find the southern states such as Missisippi, Georgia and Virginia above the (solid steeper line) and the western states Nevada, Montana, Colorado, as well of course as California and New York below it, as predicted.

FIGURE 8 ABOUT HERE

Economic development, measured by literacy or by GDP per capita, appears to be a prominent driver of corporatisation. In Table 5 adult literacy in 1900 is positively associated with corporations per capita in OLS regressions; Equation 1 shows that a 10% increase in adult literacy is linked with a more than 3 % increase corporations in a sample of 63 countries, and for smaller samples with better measured dependent variables the percentage varies between 2.8 and 3.6. Common law is more important than Scandinavian law in boosting corporatisation massively but both are highly significant. Surprisingly official ‘Protestantism‘ has a negative impact on corporatisation, once common and Scandinavian law are controlled. Equations 2 and 3 investigate the sensitivity of the literacy and law variables to data samples.  Hannah categorises his data into three groups of reliability. The most reliable data is classified as A and covers relatively few countries (equation 2)
 . Equation 2 shows similar coefficient estimates to equation 1 despite the much smaller sample and slightly different specifications. Equation 3, using the most reliable and intermediate reliability data categories, shows comparable common and Scandinavian civil law coefficients to equation 1.

The Accominotti et al hypothesis is tested by comparing British dependent colonies with those British dominions and colonies controlled by European settlers. Neither effect is statistically significant in equations 1 and 4 Table 5, rejecting the hypothesis. The same can be said of ‘consolidated democracy’ (pol17 eqn 1 and 4), export-intensiveness (eqn 6) and bank financial intensity (eqn 7).  None of these contributed to corporatisation when other controls are in place. The Table 5  Determinants of Corporatisation in 1910 (log, per capita) OLS Regressions

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)

	reliability 
	A+B+C
	A
	A+B
	A+B+C
	A+B+C
	A+B+C
	A+B+C

	Literacy
	0.0344***
	0.0394***
	0.0281***
	
	
	
	

	
	(5.67)
	(4.40)
	(4.04)
	
	
	
	

	
	
	
	
	
	
	
	

	Commonlaw
	1.881***
	1.647**
	1.984***
	1.867***
	1.793***
	1.232**
	2.004**

	
	(5.04)
	(3.33)
	(3.77)
	(4.10)
	(5.01)
	(2.84)
	(3.83)

	
	
	
	
	
	
	
	

	Scandcivillaw
	1.551**
	1.635*
	1.593**
	2.283***
	2.183***
	2.045***
	2.530***

	
	(3.23)
	(2.56)
	(3.60)
	(6.19)
	(6.99)
	(5.70)
	(5.97)

	
	
	
	
	
	
	
	

	Britishwhite
	0.229
	
	
	-0.0306
	0.254
	
	

	
	(0.52)
	
	
	(-0.07)
	(0.56)
	
	

	
	
	
	
	
	
	
	

	Britsubj
	-1.124
	
	
	0.117
	-0.510
	
	

	
	(-1.46)
	
	
	(0.14)
	(-0.73)
	
	

	
	
	
	
	
	
	
	

	Prot
	-0.687*
	-0.656
	-0.285
	-1.319**
	-1.184**
	-0.761*
	-0.980**

	
	(-2.16)
	(-1.55)
	(-0.64)
	(-3.48)
	(-3.42)
	(-2.23)
	(-3.52)

	
	
	
	
	
	
	
	

	polit17
	0.196
	
	
	-0.0546
	-0.191
	
	

	
	(0.57)
	
	
	(-0.15)
	(-0.66)
	
	

	
	
	
	
	
	
	
	

	ly1910
	
	
	
	2.044***
	
	
	

	
	
	
	
	(5.79)
	
	
	

	
	
	
	
	
	
	
	

	ly1913
	
	
	
	
	1.976***
	1.961***
	2.052***

	
	
	
	
	
	(7.93)
	(5.09)
	(5.47)

	
	
	
	
	
	
	
	

	expph
	
	
	
	
	
	632.1
	

	
	
	
	
	
	
	(1.02)
	

	
	
	
	
	
	
	
	

	depositsgdp
	
	
	
	
	
	
	-2.370

	
	
	
	
	
	
	
	(-1.31)

	N
	64
	19
	38
	46
	52
	27
	22

	R-sq
	0.585
	0.798
	0.581
	0.736
	0.782
	0.845
	0.911

	Robust t statistics in parentheses ="* p<0.05  ** p<0.01  *** p<0.001"

	
	
	
	
	


GDP per capita elasticity is around 2, whether the 1910 (ly1910) or the more abundant 1913 (ly1913) estimates are used. The interpretation of these results should be informed by the countries in each category. So for example the two British Empire categories plus the UK and the US correspond with the common law countries, and official Protestant countries here are those with Scandinavian civil law and Australia plus the UK
.

The next table (6) estimates the equations by TSLS to test whether the coefficients on income or literacy are much changed if they are assumed endogenous (tests suggests consistency with exogeneity). Equations 3 and 4 have GDP coefficients around 2 as before. The literacy coefficient rises to 0.055. The explained variances of the equations are high for cross-sections. Otherwise the IV 

Table 6  Causes of corporatisation in 1910 with endogenous ‘income’ TSLS

		(1)

	(2)

	(3)

	(4)


	Literacy

	0.0558***

	0.0556***

		
		(5.56)

	(5.27)

		
					
	Commonlaw

	1.416**

	1.309**

	1.915***

	1.503***


		(3.26)

	(3.04)

	(4.61)

	(3.71)


					
	Scandcivillaw

	0.546

	0.451

	2.320***

	1.963***


		(0.67)

	(0.56)

	(6.48)

	(6.16)


					
	Prot

	-0.759*

	-0.783*

	-1.290***

	-1.185**


		(-1.98)

	(-2.00)

	(-3.71)

	(-3.20)


					
	ly1910

			1.926***

	
				(5.06)

	
					
	ly1913

				2.278***


					(6.16)


					
	N

	64

	71

	46

	52


	R-sq

	0.499

	0.484

	0.735

	0.770


	Instd

	literacy

	literacy

	Ly

	ly1913


	Exexog

	britsubj polit17

	britsubj britishwhite

	britsubj polit17

	britsubj polit17


	Widstat

	22.50

	214.5

	32.72

	22.31


	Idstat

	10.20

	9.274

	8.787

	9.131


	J

	0.974

	1.590

	0.000878

	0.767


	Idp

	0.00611

	0.00969

	0.0124

	0.0104


	Jp

	0.324

	0.207

	0.976

	0.381


					
	t statistics in parentheses ="* p<0.05  ** p<0.01  *** p<0.001"


	


results are little different from the OLS with the exception of Scandinavian civil law in eqs 1 and 2– where the puzzle probably arises from the correlation with Protestantism (‘prot’). Common law arrangements make a great deal of difference to the extent of corporatisation, as does the level of development. Official religions at the beginning of the twentieth century, except for obstructive ‘Protestantism’, exercised little direct effect, as was true of the degree of autocracy and democracy, or imperial control.

4. GDP Impact of Companies
If companies were important contributors to economic well being, they would influence an economy through the volume and productivity of the savings that they transform into investment. The neoclassical growth model predicts (slow) conditional convergence of GDP per capita for economies with similar savings/investment and technologies and there is some supporting empirical evidence (eg Barro  1997, Barro and Sala i Martin 1995 ). However, shocks such as wars and natural disasters disturb this pattern and may prevent a narrowing of the dispersion of GDP per head even among economies that share growth conditions.  West Germany’s post 1945 super growth was returning the economy to a trend that it had been following before the First World War (Eichengreen and Ritschl  2009). So  a comparison of corporatisation in 1910 and GDP per capita in 1929 say  would show a poorer ‘fit’ as far as Germany was concerned  than over a longer term, because of the persistence in the interwar years of a negative political shock. By the 1970s the legacy for Western Europe of the first half of the twentieth century had been overcome. On the other hand, the longer the growth interval the more likely other factors intervene and obscure the true impact of corporatisation in 1910. So we opt for a relatively short period over which to assess the company effect (β1 in equation 2), despite the troubled world economy of the interwar years. (Per capita real GDP in both the UK and Germany was only 11 percent higher in 1929 than in 1913. Almost as greater gain was made between 1910 and 1913.)

1910 GDP per capita is a positive predictor of 1929 GDP – economies relatively rich in 1910 were relatively rich in 1929 (figure 9)- but corporatisation in 1910 still explains some of the difference  in 1929 after initial GDP is controlled
.   Though the gradient of the line is reduced there is still a noticeable positive association after the effects of earlier GDP are subtracted from 1929 GDP. The position of Argentina above the predicted line is extreme compared with the US and the UK,

FIGURE 9 ABOUT HERE

Corporatisation in 1910 might predict GDP per capita in 1929 perhaps because those influences that boosted earlier corporatisation, unmeasured here, also enhanced subsequent GDP. Corporatisation need have played no causal role at all; it could be the correlation of the unmeasured influences with corporatisation which prevents the identification of corporatisation’s true effects on 1929 GDP. An approach to controlling for such unmeasured, and perhaps unmeasurable, influences on GDP is to instrument the log of corporations with Scandinavian civil law and common law while including the log of1913 or 1910 gdp as a control. Doing so (Table 7) provides evidence that corporations before the First World War laid the foundations for development, especially since the results are broadly confirmed when the sample size is reduced to include only the more reliable sampled country corporate statistics (Table 7).

Table 7 Corporate numbers in 1910 as an explanation for GDP per capita in 1929
	
	(1)             
	               (2)
	                (3)
	             (4)
	                 (5)
	                  (6)
	

	Lcorp
	0.0898***
	0.0688*
	0.0693*
	0.0693*
	0.0577*
	0.0592*

	
	(3.72)
	(2.13)
	(2.28)
	(2.28)
	(2.20)
	(2.04)

	
	
	
	
	
	
	

	Ly1910
	
	0.769***
	
	
	
	

	
	
	(8.43)
	
	
	
	

	
	
	
	
	
	
	

	ly1913
	0.668***
	
	0.701***
	-0.299***
	-0.293***
	-0.293***

	
	(8.80)
	
	(8.77)
	(-3.75)
	(-3.85)
	(-3.51)

	
	
	
	
	
	
	

	N
	43
	39
	43
	43
	27
	17

	R-sq
	0.880
	0.860
	0.879
	0.217
	0.260
	0.505

	Title
	Linear regression
	2-Step GMM estimation
	2-Step GMM estimation
	2-Step GMM estimation
	2-Step GMM estimation
	2-Step GMM estimation

	Instd
	
	lc
	lc
	lc
	lc
	lc

	Exexog
	
	commonlaw scandcivillaw
	commonlaw scandcivillaw
	Commonlaw

scandcivillaw
	commonlaw scandcivillaw
	Commonlaw

scandcivillaw

	widstat
	
	11.48
	13.28
	13.28
	11.81
	9.810

	idstat
	
	10.54
	11.25
	11.25
	10.19
	7.090

	j
	
	4.202
	2.642
	2.642
	1.765
	0.987

	idp
	
	0.00514
	0.00361
	0.00361
	0.00611
	0.0289

	jp
	
	0.0404
	0.104
	0.104
	0.184
	0.321

	Ramsey reset F(p)  
	0.29(0.83)
	
	
	
	
	


Equation 1 table 7 estimates the OLS regression of corporations per head and GDP per head in 1913 on log of GDP per head in 1929. Apparently economies with more corporations in 1910 had a higher GDP in 1929 even allowing for their GDP in the earlier period. Testing whether this could be due to omitted  or unobservable influences on 1929 GDP that were correlated with corporations,  equation 2 instruments corporations with common law and Scandinavian law. The diagnostics indicate these are valid and relevant. The coefficient on corporations per head falls by about one quarter but remains statistically significant at the 5% level. Equation 3 checks whether using the smaller sample of 1910 GDP per head affects the results; the corporation coefficient is barely changed and is still significantly different from zero at the 5% level. The growth equation specification of equation 4 – the dependent variable is the difference in the logs of 1929 and 1913 gdp per capita - yields an identical corporations coefficient to the 1929 GDP per capita equation 2. Equations 5 and 6 test the robustness of the coefficient to the exclusion of less reliable corporations data. Equation 5 is restricted to country data that Hannah (2013) classified as A or B rather than his less securely based estimates; the number of observations drops from 43 to 27 and the coefficient drops from 0.071 to 0.058 but remains significantly greater than zero. Equation 6 includes only the most reliable, A class, observations, which restricts the sample to 17, but the corporations coefficient is still significantly greater than zero. From these results it is fair to conclude that an economy with double the number of corporations per head of another in 1910 could expect to have 5 to 7 percent higher GDP per capita in 1929.  The modesty of this magnitude no doubt reflects the turbulence of the times
.

The robustness of the corporatisation result can be shown by including other institutional or cultural variables in the OLS growth model for 1913-1929. Common law, Scandinavian civil law, Roman Catholicism, secular , political institutions, literacy, exports per head in 1913 – none of these are statistically significant contributors to the equation, while corporations per head remains so (Table 8).
What does influence future GDP per capita is British empire membership but not entirely in a manner consistent with the Accominotti hypothesis.  If we accept that the common law boosted the rate of company formation, then Empire economies will have had a higher GDP per capita on this account. The corporations coefficient suggests a doubling of the number of companies in 1910 raised 1929 GDP per capita by 7-12 percent for the sample as a whole. The dominions suffer a lower 1929 GDP per capita, as well as the colonies, relative to the sample as a whole. Certainly the effect on the colonies is greater than on the dominions. While this might be a direct consequence of imperial administration, another possibility is that it is a consequence of the poorer state of interwar world markets for tropical than for temperate zone primary products. Interacting company numbers with imperial category also shows that dominions (lcw) suffered, though less than colonies (lcb). Companies were less effective than the average in raising 1929 GDP per capita for both groups but more so for the colonies. Again the explanation may be found in the specialisation of Empire companies and world markets or in Empire administration.
Table 8.  Growth of GDP per capita 1913-1929 and Corporatisation (OLS)

	
	(1)
	(2)
	(3)
	(4)

	Lc
	0.109**
	0.0826**
	0.102*
	0.0722

	
	(3.39)
	(2.88)
	(2.72)
	(2.00)

	
	
	
	
	

	ly1913
	-0.358***
	-0.438***
	-0.464*
	-0.367**

	
	(-4.34)
	(-4.51)
	(-2.44)
	(-2.87)

	
	
	
	
	

	commonlawrevised
	-0.116
	
	
	

	
	(-1.13)
	
	
	

	
	
	
	
	

	scandcivillaw
	-0.0509
	
	
	

	
	(-0.59)
	
	
	

	
	
	
	
	

	Rc
	0.147
	0.181
	0.228
	

	
	(1.19)
	(1.42)
	(1.28)
	

	
	
	
	
	

	Secular
	-0.0244
	-0.0503
	-0.0785
	

	
	(-0.25)
	(-0.67)
	(-0.74)
	

	
	
	
	
	

	Demo
	0.0317
	0.0142
	
	

	
	(0.23)
	(0.13)
	
	

	
	
	
	
	

	Literacy
	
	0.00341
	0.00215
	0.00101

	
	
	(1.80)
	(0.90)
	(0.49)

	
	
	
	
	

	polit17
	
	
	-0.0688
	

	
	
	
	(-0.63)
	

	
	
	
	
	

	Expph
	
	
	89.69
	48.33

	
	
	
	(0.43)
	(0.24)

	
	
	
	
	

	N
	43
	43
	28
	28

	R-sq
	0.311
	0.334
	0.447
	0.289

	
	
	
	
	

	t statistics in parentheses
	
	

	="* p<0.05
	 ** p<0.01
	 *** p<0.001"
	


The British Empire spread common law and common law boosted corporatisation. Taking an average estimate of 1.8 for the common law coefficient,  imagine common law being introduced to French civil law countries, as the colons in the café society of the Rue Catinat in Saigon, regretfully comparing their situation with that of British colonies neighbouring Indochina, were occasionally inclined to do (Bulletin Financier 1910).  The mean corporatisation of these countries in 1910 was 71 per million on which the coefficient implies would have been increased six times.  As far as the net 
Table 9 1929 GDP per capita, 1910 corporatisation and the British Empire
	
	(1)
	(2)
	(3)
	(4)
	(5)

	Ly1910
	0.644***
	
	0.789***
	
	0.649***

	
	(4.84)
	
	(12.07)
	
	(4.95)

	
	
	
	
	
	

	lcorp
	0.123***
	0.101***
	0.0680**
	0.0679*
	0.123***

	
	(4.01)
	(3.73)
	(3.02)
	(2.37)
	(4.02)

	
	
	
	
	
	

	British
white
	-0.182**
	-0.106*
	-0.166**
	-.104**
	

	
	(-3.53)
	(-2.27)
	(-3.24)
	(-2.97)
	

	
	
	
	
	
	

	Brit. subj
	-0.273*
	-0.300***
	-0.237**
	-0.269***
	

	
	(-2.70)
	(-3.99)
	(-3.24)
	(-4.05)
	

	
	
	
	
	
	

	ly1913
	
	0.630***
	
	0.726***
	

	
	
	(7.47)
	
	(9.14)
	

	
	
	
	
	
	

	Lcw
	
	
	
	
	-0.0249**

	
	
	
	
	
	(-3.55)

	
	
	
	
	
	

	Lcb
	
	
	
	
	-0.0739*

	
	
	
	
	
	(-2.62)

	
	
	
	
	
	

	N
	39
	42
	39
	42
	39

	R-sq
	0.878
	0.888
	0.870
	0.885
	0.878

	Title
	Linear regression
	Linear regression
	2-Step GMM estimation
	2-Step GMM estimation
	Linear regression

	Instd
	
	
	Lc
	lc
	

	exexog
	
	
	scandcivillaw commonlawrevised
	scandcivillaw commonlawrevised
	

	Widstat 
	
	
	10.83
	12.96
	

	idstat
	
	
	6.886
	7.231
	

	J
	
	
	0.0540
	0.684
	

	Idp
	
	
	0.0320
	0.0269
	

	Jp
	
	
	0.816
	0.408
	

	
	
	
	
	
	

	t statistics in parentheses
	
	
	

	="* p<0.05
	 ** p<0.01
	 *** p<0.001"
	
	


impact of empire via the spread of this ‘good institution’ is concerned, such an increase would have raised 1929 GDP per capita by perhaps (0.07*6) or around 40 percent. Against this must be offset either the direct effects of empire or the specialisation and market conditions of the interwar years (β0 changes in equation 2) – depending on interpretation.  The colonial effect lowers 1929 income by around 25% (exp(7.8-0.3)) and the dominion effect lowers 1929 income by perhaps 10 percent (exp( 7.8-0.1)). Obviously these are not precise estimates but they leave the impression that the net gains from empire through the effects of corporatisation were positive even for the dependent colonies. Equation 3 of the model of section 3 showed that the long run effects of corporatisation are rather greater than calculated above, but the same is true for the negative effects of empire so the balance of advantage or disadvantage is not affected.
Replacing corporatisation with corporate stock value at par as a percentage of GDP does not yield a statistically significant coefficient (equation 1 Table 10), as foreshadowed by figure 7. The strength of the economy is likely to be influential in determining how much capital can be raised for joint stock companies and this may conceal the causal impact in the other direction. The sample is small, from 

	Table 10 Corporate Stockvalue at Par/GDP 1910 and GDP per capita 1913
	(1)
	(2)
	
	

	Title
	OLS estimation
	2-Step GMM estimation
	
	

	Corporate stock values gdp atpar
	0.00148
	0.00955***
	

	
	(0.72)
	(4.52)
	
	

	_cons
	7.569***
	7.359***
	
	

	
	(38.55)
	(43.85)
	
	

	N
	30
	24
	
	

	R-sq
	0.031
	0.139
	
	

	
	
	

	instd
	
	corporatestockvaluesgdpatpar

	exexog
	
	commonlaw industrialisationindex

	widstat
	
	51.51
	
	

	idstat
	
	5.218
	
	

	idp
	
	0.0736
	
	

	j
	
	1.974
	
	

	jp
	
	0.160
	
	

	t statistics in parentheses
	
	

	="* p<0.05
	 ** p<0.01
	 *** p<0.001"
	


26 to 23 cases, but the contrasting result with corporate numbers is surprising. It may be that market rather than par values are more relevant but the market value sample is even smaller (17 cases)
. The scatter diagram of market values with Hong Kong eliminated (Figure 10) shows some loose positive relationship, with Egypt as the most distinctive outlier- the Suez Canal company alone accounted for half of Egypt’s market value. Focussing on par value, as a determinant of per capita GDP in 1913, instrumenting with common law and industrialisation does yield a significant positive  coefficient of 0.0095 (equation 2 Table10). This means that a 10% higher par value to GDP raises the log of 1913 GDP per capita by 0.095 or almost 10 percent (though identification is not all it should be).
FIGURE 10 ABOUT HERE

5. Conclusion

As long as they were not often captured by frauds or incompetents so that the capital was stolen or wasted, as Gilbert and Sullivan feared, joint stock companies or corporations on average promoted economic development by their mobilisation of capital. The paper has considered all companies whether listed or unlisted and attempted to demonstrate that they were a significant influence upon economic development. If they were universally an ‘inclusive’ or ‘good’ institution their international spread by 1910 would be associated with development across much of the world. We have shown that even over the turbulent First World War years and the 1920s, having proportionately more corporations did boost a nation’s output.  

Official religious adherence, or political systems, did not show the expected effects on corporatisation in multivariate tests, because these factors are highly correlated with the fundamental ones identified here; legal system and level of development. The common law legal system appears to have been of great importance in spreading the company but it must be remembered that common law was closely associated with the British Empire – even the US, the sole non-Empire common-law country in 1910, was a former member. The most surprising manifestation was the extraordinary corporatisation of Hong Kong which cannot be attributed to a majority of white (and brown) settlers but must have to do with the administrative or (British/common law) legal regime, in comparison with the alternative in China, as the general econometric results of this paper imply. That common law was not necessary to the spread of the company is demonstrated by the precocity of the Scandinavian countries, with their civil law systems. 

The explicit test of the Accominotti et al hypothesis of the repressive effects of the dependent British Empire, in contrast to the settler controlled British Empire, appears to find no support, any more than does that of Gilbert and Sullvan’s
. But the results do not (necessarily) carry overtones of imperialist apologetics, for coupled with the depressed state of world primary product markets in the years  between the world wars, they can still be interpreted as in some respects consistent with the Accominotti et al hypothesis. The dominions are found to be less damaged directly by empire membership, than the colonies. If this direct effect includes a commodity market for both areas, as well as an administrative impact, then a non-negative administrative influence of empire on the dominions and a negative effect on the colonies might be there but concealed. 

More generally we do not doubt that the Acconimotti et al and Acemoglu and Robinson distinction about kinds of imperialism is in some contexts relevant; rather our results clarify that some imperial institutions benefitted not only white settlers but also the indigenous population of directly-ruled colonies as well as the predominantly white-settled dominions and the mother country. Whether imperial powers - with their associated technologies and cultures - created public goods which were non-excludable (or had very low marginal relative to average costs) is one obvious determinant of why this is true in some contexts but not others. In this respect, common law is situated nearer the case of the lighthouse (which, with minor investment in learning, benefitted native ships equally with those from the mother country) than the case of, say, education (where marginal and average costs were closer together), where it was much more likely that imperial elites would have access to privileged services not made available on an equal basis to more than a select few of the indigenous.
 

It was, of course, possible for imperial elites to ban natives from the use of the modern corporate form; indeed, the Japanese did so in colonial Taiwan, excluding 97% of the population from access to corporate forms, until 1923 (Wang 2000, pp. 156-8). However, it was the normal practice in European empires to introduce the mother country’s legal system for all (in principle irrespective of racial origin) who operated in the modern sector, while sometimes tolerating the continuance of Islamic or customary law in colonies where the indigenous population already respected them (with intervention, for example, only to outlaw harsher sharia punishments considered by prejudiced elites as unacceptable).
 This allowed access to facilities appropriate to the modern sector - such as company registration and the relevant law and courts for resolving disputes - to all, including the indigenous middle class, who had the (non-negligible, but still modest)
 financial resources and education required to access them. The purpose of introducing such laws (as in the Japanese case) may have been to promote economic developments considered beneficial to the imperial power and its colonists, but that did not prevent valuable effects spinning off more broadly.

                   Of course, countries which were not part of the British Empire could do equally well in developing companies/corporations (as the cases of smaller north-west European states with similar cultures and strong commercial/technological relations with Britain show). The US, at least in terms of numbers of corporations, did even better after independence, without slavishly following British corporate law, but within common law legal norms.
 It might also reasonably be argued that it was better to be Japan – with a committed modernising government determinedly adapting western institutions like company law to the country’s own developmental purposes – than to be a casual and accidental colonial beneficiary of imperial largesse expended on economic policies not principally directed at maximising the welfare of subject populations. However, it is not difficult to imagine that the relevant counterfactual company law for India, Hong Kong, Malaya or Nigeria under native rulers might have been nearer to that of (actually or technically) independent countries like Afghanistan, China, Nepal, Thailand or Abyssinia than to that of Japan or France. Our results are consistent with the view that the record of British colonies in developing corporations that were one springboard for their later economic growth, especially after allowing for constraints from relative literacy and levels of development, might well have been less impressive under counterfactual independence or French civil law  than that they achieved under British imperial sway.
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Figures
Fig 1 Exports and the spread of companies
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Fig 2  Industrialisation and Equity Ratios
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Fig 3 Banks and the corporate stock value
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Figure 4 Banks and the spread of companies
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Figure 5  GDP per head and the spread of companies

[image: image5.emf]China

Hong Kong

USA

0

2

4

6

8

log of corporations per head 1910

6 7 8 9

log GDP per capita 1913


Figure 6 Literacy and the spread of companies
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Figure 7 Corporate stock value and GDP per capita
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Figure 8 Income and companies in US states 1909
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Figure 9. GDP per head in 1929 and companies in 1910
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Figure 10 Market value of corporate stock and GDP
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�  P74 ‘ [the banker] is the ephor of the exchange economy’ [ephor= supervisory magistrate of ancient Sparta]


� An extensive literature generated in this debate is summarised by Luintel et al (2008).


� In deed-of-settlement companies creditors were well advised to pursue claims through the company, effectively resulting in a form of proportional liability (and this was legally required after the 1844 act for deed-of-settlement companies registered under it). Proportional liability often worked similarly to limited liability (it was, for example, the only form of corporation allowed in California between 1859 and 1931 and by 1910 that state had more corporations per million people than any other US state).


� There are a few significant omissions. Solvay - the largest European chemical firm in 1910 - had F40m capital but was a simple Belgian commandite partnership without shares, so excluded even from the ideal definition, after shifting in 1883 from its previous status as an SCA.





� For instance unlimited companies, corporations with proportional liability, Gewerkschaften which were divided into parts not stocks and unlimited, partnerships en commandite which issued shares (ie which were both joint stock and limited liability but not technically incorporated).


� For example in Germany AGs were required to appoint an Aufsichtsrat and publish accounts, but GmbHs were exempt from these requirements (Krüger, Das Reichgesetz, pp. 20-3).


� Though where one form is dominant we classify the country by that: for example, the US and Canada are counted as a common law systems, though each had one state or province using French civil law.


� US, UK, Uganda, Straits settlements, South Africa, Sierra Leone, Rhodesia,, Nigeria, Newfoundland, New Zealand, Kenya, Hong Kong, Gold Coast, Gibraltar, Federated Malay States, Ceylon, Canada, British India, Australia.


� Some writers think the British were extractive even in dominions (Sylla 2006; McQueen, 1995).


� We should also note that the Mitchell data on which this is based according to Sylla excludes many US banks. Taking this into account would shift the US rightwards in the figure.


� It has been argued that the US banking system was regulated in such a way as to advantage small and disadvantage large corporations.


�  The more abundant 1913 estimates are sometimes employed as alternatives.


�  A  means based on official information or reliable private sources near the target date, with any modifications reasonably well supported by reliable evidence. Note that there may still be some doubt as to comparability: national statistical offices might not, for example, have used identical criteria to identify whether a corporation existed or not.


B  means an estimate based on less reliable information, or triangulations from data on flows rather than stocks and/or on possibly very partial listings. Somewhat more speculative than A, but with reasonable grounding.


C  means a rough conjecture based on little hard information. It is sometimes uncomfortably close to “pick any number between 50 and 300.” For countries where we did not even feel that confident we simply note what is known, provide no estimate and would be grateful for expert advice.








� Malta had French civil law, but all other colonies counted as common law because that dominated their corporate law even if one province or one cultural sub-group followed civil or customary law.





� Using 1913 GDP instead yields four more observations (Table 7).


�  We also experimented with predicting 1975 GDP per capita. The OLS equation  (equivalent of Table 5.1) yielded a highly significant coefficient  of 0.15 but instrumenting with common law  Scandinavian law consolidated democracy and Islam estimated a (larger than the 1929) coefficient of 0.12 that was not significantly different from zero.  So we cannot reject the hypothesis that corporatisation in 1910 had no effect on 1975 GDP per capita  unless we wish to take into account that instrumenting always increases standard errors.


� Hong Kong is such an outlier that it must be excluded if a general relationship is to be found. But since we have no Hong Kong GDP per capita figure for 1929 we do not need to drop it explicitly from the growth relationship.


� Their opera Utopia (Limited), making their allegation, was also perhaps their least successful. 


� Ferguson ‘s  (2006) claims on the impact of empire on the costs of government borrowing arguably have similar characteristics.


� In the extreme case of Malta, French civil law was maintained: Maltese corporate law followed (and still follows) French civil law rather than British common law


� There is truth in the jibe that the law is open to all only in the sense that the Ritz Hotel is, but it is not very relevant to the case of legal facilities for the minority of the population likely to become entrepreneurs at the relevant level.


� And the American empire encountered similar logjams to the British in some less developed colonies: note the low level of corporatization in the Philippines, even after the imposition of American corporate law in 1906.
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