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Corporate governance has recently attracted the attention of historians, partly with a view to increasing our understanding of the extent of democratic practice in industrialising societies, partly to improve our knowledge of the roots of the current debate on corporate governance, and partly to examine the long-run relationship between governance and business performance.
 This paper contributes to this developing agenda by presenting some initial results from an ongoing project on governance practice in early British stock companies, namely those operating between the Bubble Act of 1720 and the advent of company registration in 1844.


The traditional view has been that the Bubble Act deterred stock company promotion in England by outlawing the issue of transferable shares and the limitation of liability without a royal or parliamentary charter, and that, as a result, stock companies were ‘exceedingly rare’ during the Industrial Revolution.
 Recent research suggests that these forms of enterprise were more common during this period than previously thought, and that the effect of the Bubble Act was to push entrepreneurs into voluntary unchartered shareholding partnerships formed under various elements of trust, partnership, equity, contract and agency law, or to seek incorporation under a parliamentary act. Ron Harris has recently estimated that by 1840 some £210 million had been invested in both types of stock companies in England alone.
 Banking, insurance, gas and waterworks, canals, river navigations, docks, bridges, tunnels, mining, shipping, fishing, flour milling, distilling, textile, paper and metal manufacturing, property development, bathing establishments, cemetaries and railways were all conducted by joint-stock companies in these years. 

The focus of this paper is on the internal constitutional arrangements and relations between shareholders, directors and managers in these companies.
 For this purpose we are interested in businesses with a minimum of 13 partners holding transferable shares. This definition draws upon Charles Munn’s distinction between unincorporated Scottish co-partneries with more than 13 partners and ordinary partnerships with fewer. The larger co-partneries, Munn argues, were most likely to have an elected committee to run their day-to-day affairs and thus to experience a separation of powers between managers and proprietors. Incorporated and unincorporated English stock companies can also be distinguished from small partnerships in this way.
 Robin Pearson has recently demonstrated for the insurance industry that the former were sufficiently large for space to open up between ownership and management, and that this space could become a political arena in which governing executives confronted their ‘public’, the shareholder assemblies.
 This paper explores the internal regulation of that arena in three other sectors, canals, railways and banking.

A central feature of our project is the compilation of a dataset from the parliamentary charters or the private deeds of settlement of stock companies. From a survey of some 15000 sets of business records over 800 companies were identified as possibly eligible for inclusion in the dataset.
  Resource constraints indicated that a target of 350 of these companies was feasible. This will comprise of 60 from each of the five largest groups within the dataset, namely canals and river navigations, insurance, gas, railways and joint-stock banks, plus 50 companies drawn from a miscellany of other economic sectors. How representative is this sample? No-one has yet counted the total number of stock companies established in Britain during this period, but there were at least 936 companies in the five largest groups alone.
 Allowing for some undercounting, this suggests that our target of 300 for these groups will cover nearly 30 per cent of all joint-stock banks, canals, railway, insurance and gas companies operating between 1720 and 1844. Provided the dataset reflects the geographical and chronological distribution of stock companies within each industrial sector - as far as record survival permits - this sample should produce a representative account of corporate governance in British business during this period. In this paper we examine 30 companies  - half our final target - in each of three large sectors, canals, river navigation and docks, joint-stock banks, and railways.
 The canals  provide a long chronological coverage - the earliest company is the Medway Navigation of 1739, the latest is the Ribble Navigation Company of 1838 - while the banks provide examples of unincorporated companies, all waterway and railway companies being constituted by act of parliament. All three groups included examples from Scotland, namely four canals, six railways and six banks. Our research has not yet been extended to Ireland.

The charters and deeds which provide the raw material for the dataset were the constitutions by which the companies operated, and they played a large part in shaping governance relations between the different parties. While not drawn up on a fixed pattern, they usually established the size of the board, the qualifications for directors and their term of office, the frequency with which shareholder assemblies met, the franchise at these assemblies, and the balance of powers between directors and shareholders. From the information in each constitution we have extracted 90 variables to examine for each company. This paper analyses 12 of these variables for the 30 companies in each of the three sectors, cross-tabulating by size of company (measured by nominal capital issued) and by date of formation. They are the denomination of shares, the share qualification for directors, the percentage of shares required to be held by the board, the directors’ term of office, their eligibility for immediate relection, the right of shareholders to dismiss directors and appoint managers, the number of ordinary general meetings of shareholders a year, the percentage of shares required to be held by those calling extraordinary or special general meetings, the provision in the constitution for an audit, the degree of access to accounts permitted to shareholders, and the shareholders’ franchise. These variables have been selected to illuminate key aspects of the constitutional balance of power between shareholders and directors in these companies and to help identify changes over time and variations between economic sectors.  
SAMPLE STRUCTURE

Table 1 arranges the 90 companies in our sample by nominal capital and date of foundation. Twenty-seven of the canal and dock companies were clustered in five short periods, 1767-71, 1788-96, 1811-17, 1825-6 and 1837-8, corresponding to well-known cycles of company promotion. Similarly two-thirds of the railway companies in our sample were established during three peaks of promotion, 1824-6, 1836-7 and 1844. The time periods chosen in table 1 take into account these cycles. The banks in the sample appeared in a shorter time frame, 1827-39. Joint-stock banking in England and Wales, outside a 65-mile radius of London, was permitted by an Act of 1826, which ended the Bank of England’s monopoly on this type of banking, and allowed new joint stock banks, on registering with the Stamp Office, to sue and be sued in the names of designated public officers. Joint-stock banking within the 65-mile radius of London was permitted by the Bank Act of 1833. The latter is the only obvious point at which this short run of years can be separated into sub-periods.

The six Scottish banks in the sample were all established by contract of copartnery and were unincorporated. Joint-stock banking was not prohibited in Scotland before 1826 and there were a number of such banks. In that year, however, the unincorporated Scottish banks, which had suffered from the disabilities attached to lack of incorporation, were permitted, upon registering and submitting an annual list of shareholders, to sue and be sued in the name of their chief executive officer.  Lucy Newton and Philip Cottrell have argued that “joint-stock banks ‘proper’ only began to be formed in Scotland from 1810, not developing fully until the 1830s”, and that “to a considerable degree, the adoption of joint-stock banking moved together north and south of Hadrian’s Wall”.
 For these reasons we have examined the British banks in single sample, although this may over-represent large Scottish joint-stock banks at the expense of the smaller provincial banks. The sample does include, however, two of the latter, both from the 1830s - the Central Bank of Scotland (based in Perth) and the Caledonian Banking Company (Inverness).


The nominal capital of companies varied considerably within and across the three sectors, and standard size categories were therefore inappropriate. In the canal-dock sample the smallest company was the Monkland Navigation of 1770 which issued just £10,000 of shares, while the largest, St Katherine’s Dock Company (1825), with a capital of £1.4m, was the only one on a par with the largest railway companies and banks. Unsurprisingly, the proportion of canal-dock companies with a nominal capital over £100,000 rose with the several investment booms after 1815. There was also a shift towards larger companies (£250,000+) in the railway sample from the mid-1830s, but no discernible trend among the banks. In contrast to the railways and canals, however, where a fully subscribed capital was usually required before compulsory powers of purchase granted in an act of incorporation could take effect, the unincorporated banks only required an average of 17 per cent of nominal capital to be paid up. Applying this average would bring the latter more into line with the canal companies, with small banks having £51,000 or less in paid-up capital and medium banks up to £170,000. We have yet to establish whether there was any trend in the percentage of paid-up bank capital over time.

SHARES AND THE COMPANY BOARDROOM
The denomination of shares issued by a company at its foundation gives the broadest indication of the class of shareholder targeted by its promoters. In the canal/dock sector there was a high level of standardization. £100 was the denomination of shares issued by 26 of the 30 companies in the sample. The remaining four companies - two Scottish canals, the Preston and Wyre Dock, and the Ribble Navigation - issued £50 shares and were all founded after 1800.
 While there is no evidence, therefore, of the use of smaller denominations to entice a wider range of investors during the different canal manias, there are indications of a greater willingness to experiment with smaller shares in the early nineteenth century.
 

Table 2 suggests such a trend in banking and railways. None of the railway companies formed between 1841 and 1844 (excluding the Midland) issued shares greater than £50. Scottish railways exhibited the greatest preference for smaller denomination shares, with three issuing £50 shares and three issuing £25 shares.
 By contrast, of 16 English and Welsh railway companies formed before 1842, 13 used £100 shares. Similarly Scottish banks tended to issue lower denomination shares, although the range, from £10 to £250, was great. Large banks and railways commonly opted to issue shares of £50 or more, while the greatest diversity of share denominations were to be found among their smaller counterparts, suggesting that the latter were more willing to contemplate investment from a broader social base. 

The parliamentary charters and private deeds of settlement commonly specified certain qualifications for company directors, and often set out their term of office and eligibility for re-election. These were all factors relevant to the power which might be accumulated by directors and to the capacity for proprietorial monitoring of the boardroom. Table 3 shows the minimum personal investment in shares required of company directors over time. Share qualifications in the canal and dock companies ranged from £100 to £1000. The modal value was £500 (14 out of 29 companies), without any obvious trend. Before the 1830s the railway sector was broadly similar to the canals, in that all qualifications were £500 or less.
 But this changed. The earliest company to require an investment of £1,000 was the London and Birmingham Railway Company (1833), and qualifications of more than £500 became the norm in the 1830s boom. £500 was referred to by one railway shareholder in 1839 as an “exceedingly small” qualification.
 Higher share qualifications may reflect the contemporary perception that it was easier for railway companies to attract investment when they could boast substantial businessmen and aristocrats on their boards.
 It is also interesting that the shift towards lower share denominations in the 1840s, intended to attract investment from a broader social base, was not matched by lower share qualifications to join company boards. This may indicate a conscious desire to restrict access to the boardroom  - while shares were smaller, shareholders had to hold more of them to become directors. Five out of nine railway companies established in the 1840s required investments of £1,000 or more to sit on the board. Of course, this may not simply reflect a desire to keep out undesirables, but also to ensure that directors had a substantial stake in the concern, and would therefore be more likely to act in the company’s interests. This trend towards higher share qualifications for directors, however, was not found in the joint-stock banks, where average share denominations also fell towards the end of our period. On the contrary, there was a tendency for the requirement to serve on the boards of banks to fall with time. This was the case in all categories of company.  

Table 4 presents share qualifications by size of company. Unsurprisingly, smaller companies in all three sectors required smaller investments of their directors. No small railway company required more than £500 in shares, while investments of at least £1,000 were almost standard for the large railways (seven out of nine). These are much lower figures than for banks, but, as noted above, the shares of the latter were not fully paid up. The canals had the lowest nominal requirements. One could qualify for the boards of all large and medium-sized canal companies with an investment of £500 or less (the exception, St Katherine’s, being a dock venture). 

Table 5 shows the minimum proportion of total shares issued which were required to be held by boards of companies. This was calculated by the formula (A*B)/C*100, where A is the minimum number of directors, B is the share qualification for directors, and C is the number of shares issued (assuming for this purpose that all the authorised shares were issued).  Among banking companies, the highest figure for capital required to be held by the board was five per cent and the lowest was 0.5 per cent, a much narrower range than was found in the transport sectors. The proportion in railways ranged from 0.4 per cent to 12.3 per cent, a similar range to the canals (0.5 to 15). However, whereas 14 canals required an investment of over five per cent, only four railways made this requirement. As can be seen in the first part of table 5, there are indications of a trend over time in the transport industries, with the boards of later companies required to hold fewer shares. This trend is also noticeable in banking, where the earlier banks had a mean requirement of 3.1 per cent compared to a mean of 2.2 for those founded after 1833. In all three sectors the boards of large companies were required to hold smaller proportions of total shares than those of small companies. Of course, we cannot take this as straightforward evidence that it was more difficult for directors of large companies to control policy. Geoffrey Channon has noted that in the case of the Great Western Railway Company (1835), for instance, the shareholdings of the directors far exceeded the minimum requirements. In 1835-6 the 24 directors held 8.1 per cent of the issued capital, but the constitution only required them to hold 0.96 per cent. Thereafter, however, ‘men who held very little equity and other stock but were valued in other ways’ could sometimes be elected onto the board.
 

Table 6 calculates the term of office as the minimum number of directors specified in company deeds and charters, divided by the number rotated each year. Many banks had five or seven directors and rotated two, hence the fractions.  All the directors in these banks would, if they served a full term, have served a whole number of years. Where two directors had served the same number of years, various methods were used to decide who would be rotated. In some companies the directors would agree among themselves, in others lots were drawn, and in others the order of directors was determined by the number of votes they received at their election (which could only be done if the election had been contested, of course). Table 6 suggests that in all three sectors there was a move over time towards longer terms of office, with larger companies tending to have longer directorial terms - the modal value for large railways and banks was four years. 

In the railway industry the four-year term came into favour in the 1830s (the first noted was in 1833). Before this, shorter terms were the norm. The shift towards longer terms would in theory make directors less responsive to shareholder opinion. In this context, it is perhaps significant that of the 12 companies where directors enjoyed four-year terms, only three permitted the shareholders to dismiss directors (these were all formed in the 1840s). On the other hand, all three of the railway companies with five- and six-year terms allowed shareholders this power. The shift to a four-year term possibly signalled a decline in shareholder influence over boards, particularly when it was in most cases (in every case in the 1830s) accompanied by the withdrawal of the right to dismiss directors. Where directors were granted terms longer than four years, the right to dismiss directors may have been ceded to shareholders as a check against over-mighty boards. 


The Railway Times believed in any case that the election of directors was a sham because boards were not obliged to inform shareholders which directors were up for re-election until the meeting itself. Shareholders, therefore, had no time to consider whether these men deserved re-election or to organise alternative candidates. The result was ‘self-election, in one of its most odious and dangerous forms’. The journal also pointed out that boards were easily dominated by cliques, who could ‘scratch’ those directors they did not like (vote for their rotation), making it impossible for directors they did not support to spend any length of time on the board. It was argued that the acts of parliament intended rotation to be decided by lottery, not by vote, but that cliques were exploiting the ambiguity of the term ‘ballot’ to reinforce their control of railway boards.
 

Where the immediate reelection of directors was permitted, this may have reinforced the above trends. This was explicitly permitted in the constitutions of 24 of the 30 banks in the sample and in 26 of the 30 railway charters. By contrast, 22 of the 30 canal and dock companies made no reference to directors’ eligibility for immediate reelection. Of the remaining eight, all but one allowed for this, and their charters were all dated after 1806. If we put this together with the evidence in table 6 - for the larger companies and those founded after 1800 to have longer terms of office - this may suggest a shift in this sector too towards greater continuity in the boardroom, and by inference a smaller role for shareholders. As a rider, however, it should be noted that in 16 of the 23 canals in table 6 the term of office was only one year, and there was no move at all towards the railway industry standard of a four-year term for directors.

SHAREHOLDER’S RIGHTS

Two important rights which could be granted to shareholders in company constitutions were those to dismiss directors and to appoint managers. In general, banks were more restrictive in this area than railways, which in turn were more restrictive than canal and dock companies.  Shareholders’ right to dismiss directors was only explicitly provided for in 15 bank and 14 railway constitutions, but in 25 out of 30 canal charters. The right of the general meeting of shareholders to appoint company managers was granted in 25 canal and 15 railway charters, but explicitly excluded in 29 of the 30 banks in our sample.

There are interesting patterns by size and date of company formation and by sector. Among the railways, small companies were most likely to explicitly afford both these rights. The shareholders in nine out of 10 small railways were granted the right to appoint their managers, in contrast to just two out of eight large companies, which suggests that larger companies conceded fewer rights to their shareholders. Railways which allowed their shareholders to appoint managers were also more likely to permit shareholders to remove directors than those which did not (10 out of 15 compared to four out of 15). Trends over time are even more striking across all sectors. If we exclude the six Scottish banks in the sample, none of whom allowed their shareholders to dismiss directors,  we find that eight out of 10 banks established in England in the period 1827-33 permitted this, compared with seven of the 14 formed in the period 1834-9. Among the canal and dock companies both the right to dismiss directors and to appoint managers were granted in all 20 charters dating from the eighteenth century (with the sole exception of the right to appoint managers not given in the Medway Navigation of 1739). Of the 10 companies founded after 1800, however, the right to dismiss directors was not given in five, and the right to appoint managers explicitly refused in four.  Together with the trend noted above towards a greater continuity in boardrooms after 1800, these figures suggests some reduction in shareholder power during the early nineteenth century. 


Trends in the railway sector were less linear.  Four rail companies formed in 1824-31 granted the right to dismiss directors, but none formed in 1833-8 did so. Equally strikingly, every company formed between 1841 and 1844 granted this right, regardless of size. This may have been a conscious effort by companies to offer a sop to shareholders concerned by lengthening directorial terms. All nine rail companies formed before 1833 granted shareholders the right to appoint managers, but none of the companies formed in 1833-8 did so. In the 1840s the picture is less clear cut, with six out of 10 companies conceding the right. This reinforces the impression that the railway companies formed in the 1830s boom were fundamentally “undemocratic” in several respects.

The frequency with which shareholders met in general meetings and the ease with which they could call extraordinary meetings might also influence the extent of shareholder power in stock companies. 25 of the 30 banks provided for only one ordinary general meeting (OGM) a year, while the canal and dock companies were fairly evenly split between one and two OGMs, with a couple opting for four. The railway companies, on the other hand, demonstrated a shift away from a one-OGM to a two-OGM model over time. Seven of the nine companies providing for one OGM were formed in 1834 or before. The first railway to adopt a half-yearly OGM was formed in 1833. No company formed after 1841 had annual OGMs. This would appear to run counter to the other evidence presented above that railway companies were moving away from “democratic” practice in the 1830s, since the half-yearly OGM, on the face of it, would imply greater, not less, shareholder influence. On the other hand, like the right to dismiss directors, this may also have been a sop to shareholders faced with other constitutional trends which reduced their power over the boardroom.


Table 7 presents data on the proportion of company shares required to be held by shareholders wishing to call an extraordinary or special general meeting (SGM). The variation in this requirement was considerable, ranging from one to 16.7 per cent in the railways, from 1.2 per cent to 20 per cent in the banks, and from 0.3 to 40 per cent in the canal and dock companies. Across the sectors, however, percentage requirments were concentrated in the lower bands  - 25 of 30 canals and 24 each of banks and railways required 10 per cent or less - and there was no discernable pattern by size of company. Among the banks there was also no clear pattern over time, but in the canal sector there was some upward movement in the threshold, a higher proportion of companies requiring over five per cent from the 1780s onwards. Patterns over time are clearer among the railway companies. All but one railway formed before 1833 required five per cent or less. This changed dramatically in the 1830s, when all 11 companies required more than five per cent, and four raised the threshold above 10 percent. In the 1840s, there was a greater spread, but half of the rail companies fell back to a requirement of less than five per cent. This points again to a more restrictive policy towards shareholders adopted by the railways of the 1830s boom, followed by an easing of such restrictions by the companies which followed in the early 1840s.
AUDIT AND THE RIGHT TO INSPECT THE BOOKS
As Robin Pearson has shown for the insurance industry, transparency of governance and access to information could become critical issues in the relations between stock company proprietors and directors.
 Financial information was usually particularly sensitive. Company constitutions made various provisions for the auditing of accounts, and they granted shareholders differing degrees of access to company books.

In common with insurance companies, banks in this period tended to operate within a culture of secrecy, and shareholders’ access to company books was strictly limited in almost every case. General access to any documents other than the deed of settlement was not conceded in any of the 30 banking companies in our sample.  Only two banks explicitly allowed shareholders – at a general meeting – to vote themselves access to the books, although in theory shareholders could amend the constitution to allow themselves greater access.
  In nine banks the constitution permitted shareholders access to the deed of settlement, but to no other documents except those produced by the directors for general meetings.  


By contrast, canal and dock companies provided their proprietors with very liberal terms of access throughout the period. There was a universal right to inspect the books in the 30 canal and dock companies sampled. In 19 of these companies there was an explicit free access for individual proprietors - usually “at all reasonable times” or “upon every reasonable request” - to account books, and in several cases other types of books as well, such as share registers, mortgage registers and minute books.
 In nine others a right of inspection was given, but it is not clear whether it was free or restricted in some way. In just two companies (the Sheffield Canal (1815) and the St Katherine Dock Company (1825) there was a more limited right for individuals to inspect the annual or biannual accounts in a 14 day period before the OGM. The Sheffield Canal was the first in our sample to provide for inspection of the annual statements only  - rather than the full account books - preceding an OGM. This practice was modified slightly by St Katherine’s Dock Company, and then by the Macclesfield Canal (1826) where, in addition to the proprietors being permitted to inspect all account books of the committee of management and its sub-committees “at any reasonable time”, they could also examine the annual balance sheet 21 days prior to the OGM. The latest canal company in our sample, the Ribble Navigation (1838), gave proprietors the right to inspect account books “at all reasonable times”, and also the biannual balance sheet within seven days of the OGM. The Ribble also made provision for a shareholders’ committee of inspection if these biannual accounts were considered unsatisfactory by the general meeting. This was the only committee of inspection referred to in the 30 canal and dock charters examined. Thus, while these transport companies demonstrated a considerable degree of transparency compared  to their more secretive counterparts in financial services, there are indications of a shift during the early nineteenth century towards greater restriction. In four of the seven canal and dock companies established from 1815, the right to inspect the balance sheet was confined to a restricted period around the general meeting. Furthermore the only reference to a committee of inspection comes in the charter of the very last canal in the sample - five years after the railways had begun to adopt this device.


Broadly speaking, railway governance was also marked by a culture of openness with regard to company books. Within this general truth, however, there was much divergence of practice. The earlier rail companies tended to permit  individual shareholders to inspect the books at any reasonable time, free of charge. Policy shifted to a degree with the companies founded between 1833 and 1838. While five out of 11 of these permitted individual shareholders access to the books, nine allowed the OGM, if dissatisfied with the accounts, to appoint a committee of inspection to look into the accounts and report back to the meeting. In some cases, this supplemented individual rights of access, but in others it replaced it. In every case, such committees were to consist of five shareholders, each of whom had to possess a specified minimum number of shares. In six cases, the qualification matched that of the directors, in one case it was lower and in two cases it was higher. Early railway acts tended not to specify what accounting information had to be presented to the OGM, but analysis of minute books indicates that some form of summary tended to be given, either verbally or in writing. From the mid 1830s acts tended to be more specific about the presentation of  annual or biannual accounts (the term “balance sheet” was not always used). This cannot be taken as evidence of more “democratic” practice, however, as in some cases access to the balance sheet replaced rather than complemented individual rights of access to the accounts.
 The later railway companies in our sample reverted to permitting shareholders individual access to the books, although in eight of ten cases, this access was restricted to a specified period before and after the OGM, typically 14 days before and one month after. This restriction was first used by the Edinburgh and Glasgow Railway Company in 1838.


Shareholders’ right to inspect company accounts was only a short step removed from a formal audit and the more rigorous scrutiny which that sometimes, but not always, entailed. The Companies Registration Act of 1844 required directors of companies registering under that act to present a balance sheet to shareholders which had to be audited. This audit requirement was repealed by the Companies Act of 1856 and replaced by voluntary provisions. An external audit did not become a statutory requirement until 1900.
 In our period the term “audit” was used interchangeably to refer both to a permanent external or internal audit procedure, and to the inspection of books by a committee of proprietors appointed by a general meeting. The control that proprietors could exercise over an audit was an important factor in determining the level of transparency in governance. In 16 of the 30 canal and dock companies in our sample the OGM had an explicit right to call for an audit of company accounts, but canal acts seldom elaborated on the procedures involved. In two of these companies the management committee also enjoyed this right. In only one canal was this right reserved for the board to the exclusion of the shareholders. 

In contrast to the canals, where a general right of audit was accorded to the shareholders’ meeting and where individual access to company books was greater, it was standard in the banking companies to allow shareholders, if they were dissatisfied with the directors’ financial summary, to appoint a “committee of inspection” or “committee of audit”. These would have access to the books and could report back to the shareholders.  Usually there would be three members of such committees, but  sometimes no number was specified.  This provision for inspection was made in 26 banks in our sample, and omitted in three. In one – the Sheffield and Rotherham Joint Stock Banking Company – the shareholders could elect two auditors, but only from the board of seven directors.


Only two banks provided for a permanent audit, with the possibility that such auditors could be external. The Union Bank of London ruled that one or more auditors should always be appointed, that anyone except the directors or officers of the company was eligible, and that the shareholders should appoint them and fix their remuneration. This company, however, allowed shareholders no access to the books except where authorised by a general meeting.  The Derby and Derbyshire Banking Company reserved the appointment of auditors in normal circumstances to the directors, but also allowed shareholders to appoint a committee of audit.  Here the distinction between shareholder access to the books and provision for audit was particularly blurred. In sum, it was uncommon for banking companies to provide for formal external audit. Committees of audit were permitted, but with the strong implication that they were a last resort, and the members of these committees were usually subject to the same oath of secrecy that was a standard requirement for bank directors in this period.  There was almost no general access to company books.


Among the railways, as well as increasing individual shareholder access to books albeit on a more restrictive basis than in the early years of the industry, the other major trend in the 1840s was to reject the ad hoc committee of inspection in favour of sitting auditors. Every company formed from 1842,  small, medium, and large alike, made this provision (though the Midland Railway oddly made provision for both). No company established prior to 1842 made such provision.
 In eight cases the auditors (usually two) were elected at the OGM. The exception was the North Wales Mineral Railway Company, where the general meeting had to nominate someone (not a director) who would appoint the auditor. Six companies insisted upon a share qualification for the auditor, and in five of them this was identical to the directors’ qualification. All the railway acts from this period stipulated that auditors must not be interested in the concern except as a shareholder.


There was much contemporary uncertainty, however, that these “amateur audits” actually served much purpose, and some called for independent public audits.
 These auditing provisions clearly grew out of traditional joint stock practice where shareholders would monitor expenditure themselves and, by these means, keep irresponsible directors in check, rather than relying on outside intervention. The difference was that the 1830s and 1840s saw shareholders delegating these roles to smaller groups from within their number - first to committees of inspection, then to permanent auditors. It is also the case that, while shareholder access to accounts in railways companies was extensive, the actual value of this access was doubted by some contemporaries who complained that vague provisions in acts, and lack of standardisation, meant that shareholders could glean very little information from railway accounts, and that it was easy for boards to conceal what they did not want to be found out.
 Company accounts were often “a jumbled collection of unrelated financial facts”, and their examination by shareholder-auditors was frequently cursory.
 Some shareholders dismissed balance sheets as “skeleton statements” which revealed little about a company’s position, and complained that they were discouraged from going to inspect the accounts because this was “construed into an invidious visit” and that such shareholders were “received with ill-will, ill-humour, or ungraciousness of manner”.
  

By the 1840s, therefore, the general trend in governance practice was to reduce the level of individual access to company books and replace some of this access with indirect forms of proprietorial representation – committees of inspection and accounts, and appointed auditors. The consolidating acts of 1845 in some measure standardised what was becoming common practice: inspection of books was permitted, but restricted to 14 days before and one month after the OGM; presentation of a balance sheet at the OGM was stipulated; provision was made for a permanent audit.

SHAREHOLDER FRANCHISE

During the course of the eighteenth and nineteenth centuries the franchise became a pivotal device in the British parliamentary system for transforming popular representation into participation, and as such its structure was hotly contested.
 The shareholder franchise in stock companies performed the same function and could also become an object of contest. Recently Colleen Dunlavy has examined a range of franchises in early American corporations and has charted their progression over time from what she describes as “democratic” and “prudent-mean” systems, where shareholders exercised one vote per person or voted under some type of sliding scale weighted against large shareholders, to the “plutocratic” franchise typical of later nineteenth-century corporations, characterized by one vote per share.


Such terminology has sometimes been questioned. From an economic perspective, it could be argued that a “democratic” voting system is one which perfectly reflects the stake of an investor in his or her company. A one-vote-per-share system, without any cap on votes given to the individual, would therefore be proportionate to the risk taken by each shareholder. The element of stake holding, representing degrees of risk for investors, thus gives the private stock company franchise an entirely different character from the political franchise electing representatives to a parliament, where the voters in terms of their lives have exactly equal stakes in the government of their society - assuming that all lives are of equal value, which of course has not been the case in many elective systems, where slaves and women, for instance, have been excluded from the franchise.

From a political perspective, however, one could argue that the real parallel to be drawn between stock companies and parliaments is between the property franchise and universal suffrage, one vote per person representing the latter, while one vote per share reflected a perfect weighting of the franchise by property. Just as the reform act of 1832 was intended, in part, to remove the grotesque concentrations of political power which could occur under several of the unreformed franchise systems operating in England, so the common weighting of votes by stock companies in favour of smaller shareholders was intended to avoid the concentration of power in the hands of a few, and as one of several checks on the boardroom. Underpinning this, as Dunlavy has pointed out, was the legal notion of the company as an association of members collectively constituting a “body politic and corporate”, rather than as an aggregation of capital. This notion began to be overturned in the US from1850, but, Dunlavy argues, persisted longer in Britain.
 Moreover, many British stock companies in our period, especially in the transport, utilities, finance and property sectors, were viewed by their communities, and were actively promoted by their founders, as quasi-public ventures or private companies with a well-flagged public dimension.
 Under these circumstances, the balance of voting power on the floor of general meetings, which might help determine the competitiveness, strategic direction and transparency of decision making of these companies, could become a matter of public concern. 


The most remarkable aspect of the voting systems in the 90 stock companies in our sample is their great heterogeneity. Taking into account constitutional limits on the numbers of shares an individual could acquire, and also ceilings placed on the number of votes which could be wielded by a single shareholder, there were 18 different franchises among the 30 canal companies and 15 different systems among 29 railways.
 Moreover, only three rail franchises corresponded to types employed by the canal and dock companies, so that there were 30 different voting systems among 59 companies in these two sectors alone.  Banking displayed even less uniformity. Our analysis of  30 joint stock banks revealed 30 different voting systems. What is also striking is that, although the consolidating act of 1845 introduced a graduated voting scale which companies could adopt by default if their constitutions did not provide differently, not a single stock company in our sample operated a system identical to this default scale before 1844.
 Victorian legislative efforts to encourage standardization in this area could not have faced a harder task.

The great majority of shareholder franchises tempered the voting power of larger shareholders in some way. Although one vote per share was the basis of the franchise in 24 canal companies - the remaining six in our sample all had graduated scales - 19 of these placed caps on voting, either directly through the number of votes which a single proprietor was permitted to acquire, or indirectly through ceilings on the numbers of shares which could be held by any individual. Only five canal companies operated a truly plutocratic franchise by failing to restrict the number of votes which could be wielded on the basis of one vote per share. These were all founded between 1788 and 1811 and they included all sizes of company. No banks and only one railway (the Manchester, Bury, and Rossendale Railway, 1844) employed a one-share one-vote system.

In order to facilitate comparison across sectors and over time, we calculated for each company the votes accorded to six categories of shareholder, namely those holding 1, 10, 20, 50, 100, and 200 shares. Taking into account any constitutional limits placed on individual shareholdings, the difference in terms of shares between the largest category of shareholder and the smallest was used to index the difference in the number of votes given to each of these on a scale of zero to one, where 0.0 equated to one vote per person, the “democratic” franchise, and 1.0 equated to an unrestricted one vote per share, the “plutocratic” franchise.   

This index was used to rank franchise types and the results are shown in  figure 1, where within each sector rank one is the most “democratic” and the higher rank numbers the most “plutocratic”.  Those canal companies, for example, with the most “democratic” franchise ranked one (Huddersfield Canal Company and the Peak Forest Canal, both of 1794), permitted their shareholders one vote per share up to a maximum of five votes, giving this franchise an index number of 0.0201.
 Figure 1 shows how most of the franchise types in all three sectors were at the “democratic” or “prudent mean” bottom of the chart, with index numbers below 0.3. By comparison with the the transport sector, bank franchises appeared particularly “democratic”. No bank came close to the “plutocratic” upper boundary of figure 1. The mean bank franchise rating, 0.05, may be compared with a mean rating for canals and docks of 0.49. The average bank franchise in our sample, therefore, unweighted in any way, was ten times more “democratic” than the average franchise in the canal sector. Figures 2, 3 and 4 show the number of companies in each sector distributed by their franchise indices. They illustrate the different degrees of  bunching of shareholder franchises at the democratic end of the scale. Only the canal and dock sector had a cluster of inegalitarian franchises, but here too there was a preponderance of companies with quite “democratic” ones. 

The modal canal/dock franchise was the “plutocratic” one vote per share with no ceiling on individual shareholdings (5/30 companies). As noted above, these five companies were all founded in the period 1788-1811, but otherwise no pattern is discernible, and, as with the banks, there are no signs of convergence over time on a standard franchise. For English railway companies, the modal franchise was that which allowed one vote per share up to 20 shares, and one additional vote for every five shares held above this, giving those possessing 200 shares 56 votes. This franchise was employed by nine of the 24 English and Welsh companies.
 This “standard” franchise was first used in 1833 by the London and Birmingham Railway, and was adopted by seven of the 10 English and Welsh companies formed in the period 1833-8.
  This did not mark a straightforward move towards less “democratic” voting systems, however, as three companies established before 1833 employed franchises which gave greater voting power to large shareholders. In the 1840s, railway companies reverted to the earlier pattern of diverse practice, with six different franchises employed by the eight English companies formed between 1841 and 1844. Three of these franchises were less “democratic” than the 1830s standard.


Diversity of practice marked small and medium railways in particular. Nine small companies employed seven different franchises, while ten large companies used just five. This in part reflects the greater likelihood that large railways would adopt the “standard” franchise. This was used by none of the small companies, by three out of ten medium-sized companies, but by six out of ten large companies. It may also be noted that Scottish railway companies generally operated more “democratic” franchises than their English counterparts. That said, their franchises, while capping the voting power of the largest shareholders, did discriminate against the smallest shareholders. Three Scottish companies disenfranchised shareholders holding less than four shares, and two others did not permit shareholders possessing just one share to vote. In this the Scottish railways resembled the English and Scottish joint-stock banks, where 11 out of 30 companies specified a minimum of five shares to vote, and one bank required a qualification of ten shares. While tending to disenfranchise their smallest shareholders, however, the Scottish railways, also like the banks, placed heavy restrictions on the voting power of larger shareholders. In five railways, the maximum number of votes a single shareholder could cast was ten, and in the sixth, the North British Railway, there was no cap, but those holding 200 shares would cast just 32 votes. 

The above discussion draws upon a franchise index which takes no account of the relative importance of each category of shareholder-voter in terms of the proportion of total shares issued by their company. It might reasonably be argued that, to take extreme examples, the owner of 200 shares in the Grimsby Haven Company of 1796 - effectively the sole owner, for the company only issued 200 shares - enjoyed a different level of influence from the owner of 200 shares in the Lancaster Canal Navigation of 1792, who held less than five  per cent of the 4141 shares issued. Both companies had pure “plutocratic” franchises of one vote per share with no ceilings placed on shareholdings or votes. Moreover, even though both franchises were identical, the owner of one share in the Grimsby Haven had far less voting power relative to his counterpart who owned 199 shares, than the owner of one share in the Lancaster Canal had relative to a fellow shareholder owning 199 shares,. 


To address this problem of disproportion, we have weighted the franchise index by shares held as a percentage of total shares issued by each company. The weight was calculated using the difference between the largest and smallest category of voter applicable for each company. Figure 5 presents the results on a logarithmic scale for all companies in the sample. One effect of weighting the franchise systems by the proportion of total shares held by each category of voter is to make the index numbers very small at the lower end of the scale. Among the canal and dock companies, for instance, weighting produces index numbers ranging from 0.0003 - the most “democratic” franchise by volume of shares (St Katherine’s Dock) to 0.995 - the least “democratic” (Grimsby Haven Company). In the latter, as noted above,  one person acquiring 150 of the shares would have 150 votes, while the remaining shareholders would have 50 votes between them. By contrast, although the St Katherine’s Dock Coy had a massive capital of £1.3m in 13,528 shares, its franchise was relatively geared in favour of the smaller shareholder. Although those owning fewer than five shares had no vote, the difference between the owner of five shares and someone holding several thousand shares was only three votes.


Figure 5 helps clarify the picture of the canal-dock franchises as generally the least “democratic” and those of the banks as the most “democratic”. The progression of  canal-dock franchises from “democratic” to “plutocratic” is also at some points rather steeper than in the railways, although generally all sectors move in tandem up the scale. Weighting the franchise systems has a larger effect on railways than canals, and the least effect on banks. The weighted bank franchise index was positively correlated at 0.81 with the unweighted index. This compares with correlations of 0.46 for the canal sector and 0.22 for railways. The capital stocks of the joint stock banks were large, with a mean of £1.2m (partly paid up) compared to £0.8m in railway companies and £0.2m in canals (both fully paid). The distribution of banks in the sample around this mean, however, was lower (coefficient of variation = 1.2) than among the railways (1.4) and the canals (1.6). The fact that the banks were more similar to each other in terms of size than companies in the other sectors helps explain why weighting their franchise systems by shares has a lesser effect. 


The weighted canal-dock franchises indicate a small negative correlation between capital size and the franchise index (-0.20) suggesting a slight preponderance of smaller companies at the upper end of the franchise scale. There was no correlation at all between the weighted franchise index and the date of company establishment (-0.001). Among the railways, however, the negative correlations between the weighted franchise index and both these factors were much larger (-0.42 with capital, and -0.48 with date). When adjusted by the volume of shares issued it is the larger railway companies which appear to have employed the more “democratic” franchises, and the latter tended to be found among companies established towards the end of our period. This fits generally with the other evidence noted above of the emergence of more “democratic” constitutions in the railway companies of the early 1840s. Weighting the bank franchises by shares produces a negative association with capital  (-0.30) and with date (-0.44). Large banks and those founded towards the end of the period 1827-39 were more likely to have “democratic” and “prudent mean” franchises. Of the ten banks with the most “democratic” franchises, all but one were founded after 1834. Of this group only two banks were small,  with nominal capitals of £300,000 or less. At the other end of the franchise scale, of the ten banks with the most “plutocratic” franchises, all but one was founded before 1834, and six were small. In sum, the larger banks and railways, and those established towards the end of our period, tended to have more “democratic” franchises than their smaller and earlier counterparts. Canal and dock franchises, when adjusted for the proportion of shares held by voters, tended across the period to be less democratic than franchises in the other sectors, regardless of company size. 
CONCLUSION
Undoubtedly the most striking point to emerge from the above analysis of 90 stock company constitutions is their great heterogeneity and complexity. Although the canal and railway acts were the product of a legal and parliamentary process that had already become routine by the end of the eighteenth century, and although the forms which these acts of incorporation took were similar in layout and presentation, the contents often diverged greatly from one another. With the privately drafted deeds of settlement used by unincorporated companies in sectors such as banking and insurance, while there was an imitation and transfer effect as promoters could and did draw upon pre-existing constitutional models of earlier companies, generally there was even greater scope for idiosyncratic governance regulations than with the parliamentary charters.


Within this general truth, however, some aggregate trends and some moves toward standardization are observable over the period concerned, either across all sectors or within each sector. The moves by railway companies from the 1830s toward a four year term of office for directors and  biannual general meetings of shareholders are examples of the standardization of practice. Several of these developments had a distinctly “plutocratic” thrust. Longer terms of office for directors, their increasing eligibility for immediate re-election, rising directorial share qualification thresholds restricting access to the boardroom, and increasing share requirements for those proprietors wishing to call extraordinary general meetings, all worked to reduce shareholder power and to increase the gap between directors and proprietors. These developments were particularly noticeable in the railway foundations of the 1830s, but aspects can also be seen in among the new canal and dock companies of the early nineteenth century and the joint-stock banks after 1826. A similar effect was achieved by moves to restrict the access of individual shareholders to company books and accounts, by limiting inspection time to a fixed period around the general meeting, or by delegating the right of open access to ad hoc committees of inspection or accounts, or to “sitting auditors”. These moves were most visible among the railway companies of the 1830s, but can also be discerned among the later canal and dock companies. For the privacy of account holders and for obvious commercial reasons, but also for reasons to do with internal governance controls, the banks were always more restrictive about allowing shareholders direct access to their books. 

There were, however, several aspects of corporate governance before 1844 which remained remarkably “democratic” by later standards. The increased willingness to experiment with smaller share denominations, particularly by early nineteenth century banks and railway companies, indicates a search to widen the social base of their investors. Upon joining a company these small investors often found themselves equipped with considerable rights, via the general meeting, to dismiss directors and appoint managers. They also enjoyed a franchise which was invariably weighted against the large shareholder, especially in the larger banks and railway companies founded towards the end of our period. The results of the above analysis lend support to Dunlavy’s view that the characteristic British company franchise was of the “democratic” or “prudent mean” type. It continued to be so, she argues, well after US stock companies began to move towards plutocracy.


It is also clear that there was no common trajectory either towards or away from “democratic” governance across the three sectors examined above. The railway company constitutions, for instance, shifted from the relatively generous rights granted to shareholders by the early companies, to the restrictive clauses of the foundations of the 1830s, and back towards more “democratic” governance in the 1840s, without, however, ever fully completing that circle. Out of the great complexity of stock company charters and deeds, what we find is a sort of de facto system of political checks and balances, worked out, it seems, by each company largely on its own account to suit its own needs and circumstances. Hence, the legislative power of the general meeting - embodied in most franchises and in clauses such as those granting shareholders access to books, the right to dismiss directors, and to amend constitutions by calling special meetings - was tempered by restrictions imposed on that power by other parts of company constitutions, and, increasingly, by rights and privileges accorded directly to the executive.
 The above analysis reveals a paradox too, in that in all three sectors large companies tended to be more “plutocratic” on a number of counts than their smaller counterparts, while at the same time possessing more “democratic” franchises. The founders of early nineteenth-century banks and railways may have worked out more equitable voting systems for their proprietors than did their eighteenth-century precedessors establishing canals, but these proprietors often had many fewer permissable areas of governance to vote on than their counterparts in canals. 

This paper has focussed on the development of corporate governance as framed by company statute and private deed. It has been beyond its scope to examine fully how these constitutional regulations were implemented, although some indications have been given as to how the governance framework could be modified by the exigencies of daily business. As a final point we might note the imprecision of many clauses in company charters and deeds, which provided considerable space for different, and sometimes conflicting, interpretations in practice, or simply did not cover many aspects of governance at all. In part the level of precision will have been the product of the expertise of the lawyers called upon to draft the constitutional documents and by-laws, and perhaps also the product of the business expertise of the company promoters. The deeds of settlement of the two Alliance insurance companies established by Nathan Rothschild and partners in 1824, for instance, were lengthy and extraordinarily carefully written. The impression is that the constitutions of smaller unincorporated companies were generally less precise. It is also possible that other issues relating to a particular company’s business could affect the degree of attention given to internal governance. It is noticeable, for instance, what a relatively small part of the charters of most canal and river navigation companies were devoted to company governance, whereas a great deal of space was usually given over to external issues such as arbitration procedures for disputes between property owners and companies, or regulating the use of waterways and the charges for carriage. Understanding how stock company constitutions related over time to the everyday practice of internal governance and business operations is on the next agenda for research.
TABLE 1: COMPANY SIZE BY DATE OF FORMATION

	Date
	Small
	Medium
	Large

	Canals
	
	
	

	1739-83
	4
	2
	

	1788-96
	10
	3
	1

	1806-38
	4
	2
	4

	Total
	18
	7
	5

	Banks
	
	
	

	1827-33
	4
	3
	5

	1834-9
	8
	5
	5

	Total
	12
	8
	10

	Railways
	
	
	

	1824-31
	6
	3
	

	1833-8
	1
	5
	5

	1841-4
	3
	2
	5

	Total
	10
	10
	10


Nb. Size defined by nominal capital issued at time of foundation. Categories as follows:



Small


Medium


Large

Canals

≤ £100k

> £100k  ≤ £200k

>£200k

Banks

≤ £300k

> £300k  < £1m

≥ £1m

Railways
< £250k

£250k  - £750k

> £750k


TABLE 2: DENOMINATION OF SHARES ISSUED BY RAILWAYS AND BANKS

	
	Railways*
	Banks

	£
	1824-31
	1833-8
	1841-4
	1827-33
	1834-9

	10
	
	
	
	
	4

	15
	
	
	
	
	1

	20
	
	1
	1
	
	5

	25
	2
	
	3
	
	3

	50
	2
	2
	5
	2
	2

	100
	5
	8
	
	7
	3

	200
	
	
	
	2
	

	250
	
	
	
	1
	


* Midland Railway excluded. This was an amalgamation of three existing companies, and inherited their Byzantine share structures, possessing shares of £100, £95, £50, £33 6s 8d, £31 13s 4d, £25, £6 14s 9d, and £2.
TABLE 3: MINIMUM SHARE QUALIFICATION REQUIRED OF DIRECTORS BY DATE OF COMPANY FORMATION

	
	Canals*
	Banks
	Railways*

	£
	1739-83
	1788-96
	1806-38
	1827-33
	1834-9
	1824-31
	1833-8
	1841-4

	≤ 250
	2
	4
	5
	
	
	2
	
	

	251-500
	4
	9
	4
	
	3
	7
	3
	4

	501-1000
	
	
	1
	
	7
	
	7
	2

	1001-2000
	
	
	
	5
	5
	
	
	3

	2001-2999
	
	
	
	
	
	
	1
	

	3000+
	
	
	
	7
	3
	
	
	


*   excluding the Grimsby Haven Company (1796) and the Lancaster and Carlisle Railway (1844) for which there are no data.
TABLE 4: MINIMUM SHARE QUALIFICATION REQUIRED OF DIRECTORS BY SIZE OF COMPANY

	
	Canals*
	Banks
	Railways*

	£
	Small
	Medium
	Large
	Small
	Medium
	Large
	Small
	Medium
	Large

	≤ 250
	9
	1
	1
	
	
	
	2
	
	

	251-500
	8
	6
	3
	3
	
	
	8
	4
	2

	501-1000
	
	
	1
	3
	3
	1
	
	4
	5

	1001-2000
	
	
	
	6
	3
	1
	
	2
	1

	2001-2999
	
	
	
	
	
	
	
	
	1

	3000+
	
	
	
	
	4
	6
	
	
	


*   excluding the Grimsby Haven Company (1796) and the Lancaster and Carlisle Railway (1844) for which there are no data.

Nb. Size defined by nominal capital issued at time of foundation. Categories as follows:



Small


Medium


Large

Canals

≤ £100k

> £100k  ≤ £200k

>£200k

Banks

≤ £300k

> £300k  < £1m

≥ £1m

Railways
< £250k

£250k  - £750k

> £750k

TABLE 5: MINIMUM PERCENTAGE OF TOTAL SHARES REQUIRED TO BE HELD BY COMPANY BOARDS
S, M, L = small, medium, large

	
	Canals*
	Railways*
	Banks


	%
	1739-83
	1788-96
	1806-38
	1824-31
	1833-8
	1841-4
	
	
	

	≤ 5.0
	2
	7
	6
	5
	11
	9
	
	
	

	5.1-10.0
	3
	3
	3
	2
	
	
	
	
	

	≥ 10.1
	1
	3
	1
	2
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	S
	M
	L
	S
	M
	L
	S
	M
	L

	Mean %
	7.9
	3.1
	1.7
	6.4
	2.5
	1.2
	3.0
	2.8
	1.8

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


*   excluding the Grimsby Haven Company (1796) and the Lancaster and Carlisle Railway (1844) for which there are no data. 

Nb. In four railway companies where the share qualification was waived for board members appointed by landowners or other companies, we have counted only the number of directors to whom the share qualification applied. 

Nb. Size defined by nominal capital issued at time of foundation. Categories as follows:



Small


Medium


Large

Canals

≤ £100k

> £100k  ≤ £200k

>£200k

Banks

≤ £300k

> £300k  < £1m

≥ £1m

Railways
< £250k

£250k  - £750k

> £750k

TABLE 6: DIRECTORS’ TERM OF OFFICE

	
	Canals*
	Railways*
	Banks

	Years
	1739-83
	1788-96
	1806-38
	1824-31
	1833-8
	1841-4
	1827-33
	1834-9
	

	none
	
	2
	
	
	
	
	
	
	

	1
	1
	10
	5
	2
	
	1
	1
	1
	

	2
	
	
	1
	1
	
	
	
	
	

	2.5
	
	
	
	
	
	
	5
	3
	

	3
	
	
	4
	3
	2
	3
	
	4
	

	3.5
	
	
	
	
	
	
	1
	2
	

	4
	
	
	
	
	9
	3
	2
	3
	

	5
	
	
	
	
	
	2
	2
	3
	

	5.5
	
	
	
	
	
	
	
	1
	

	6
	
	
	
	
	
	1
	1
	1
	

	
	
	
	
	
	
	
	
	
	

	
	S
	M
	L
	S
	M
	L
	S
	M
	L

	none
	1
	1
	
	
	
	
	
	
	

	1
	11
	2
	3
	3
	
	
	1
	
	1

	2
	1
	
	
	1
	
	
	
	
	

	2.5
	
	
	
	
	
	
	5
	3
	

	3
	1
	1
	2
	1
	6
	1
	3
	1
	

	3.5
	
	
	
	
	
	
	
	2
	1

	4
	
	
	
	2
	3
	7
	1
	
	4

	5
	
	
	
	
	1
	1
	1
	1
	3

	5.5
	
	
	
	
	
	
	1
	
	

	6
	
	
	
	
	
	1
	
	1
	1


* no information available for seven canals and three railways.

TABLE 7: PROPORTION OF COMPANY SHARES REQUIRED TO CALL SPECIAL GENERAL MEETINGS
	% of
	Canals*
	Railways
	Banks

	shares
	1739-83
	1788-96
	1806-38
	1824-31
	1833-8
	1841-4
	1827-33
	1834-9
	

	≤ 5
	3
	10
	5
	8
	
	5
	2
	7
	

	> 5 ≤ 10
	1
	3
	3
	1
	7
	3
	8
	7
	

	> 10 ≤15 
	
	
	1
	
	2
	1
	
	
	

	> 15
	1
	1
	1
	
	2
	1
	2
	4
	

	
	
	
	
	
	
	
	
	
	

	
	S
	M
	L
	S
	M
	L
	S
	M
	L

	≤ 5
	8
	6
	4
	7
	2
	4
	3
	1
	5

	> 5 ≤ 10
	6
	
	1
	2
	5
	4
	7
	5
	3

	> 10 ≤15 
	
	1
	
	
	3
	
	
	
	

	> 15
	3
	
	
	1
	
	2
	2
	2
	2


* no information for one canal.
[image: image1.emf]Figure 1: Indices of franchise types by sector

y axis values:  1.0 = one vote per share; 0.0 = one vote per person. Sample sizes: canals and banks, n= 30 each; railways, n= 29.
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[image: image2.emf]Figure 2: Number of canal/dock companies by franchise rating 
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[image: image3.emf]Figure 3: Number of joint-stock banks by franchise rating 
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[image: image4.emf]Figure 4: Number of railway companies by franchise rating 
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[image: image5.emf]Figure 5: Weighted franchise indices for canal/dock, railway and bank companies

(1.0 = one vote per share; 0.0 = one vote per person. Indices weighted by number of shares issued. Samples: canals/docks, banks, n= 30 each; 

rail, n= 29)
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APPENDIX
List of companies in the sample.

	Banks

	Huddersfield Banking Company

	Bank of Manchester

	Manchester and Liverpool District Banking Company

	Whitehaven Joint Stock Banking Company

	Glasgow Union Bank

	Sheffield Banking Company

	Western Bank of Scotland

	Saddleworth Banking Company

	Bradford Commercial Joint Stock Banking Company

	Derby and Derbyshire Banking Company

	National Provincial Bank of England

	York Union Banking Company

	Central Bank of Scotland

	Warwick and Leamington Banking Company

	London and Westminster Bank

	Wilts and Dorset Banking Company

	Bank of Bolton

	Birmingham and Midland Bank

	County of Gloucester Bank

	Union Bank of Manchester

	Sheffield and Rotherham Joint Stock Banking Company

	Leeds and West Riding Banking Company

	Surrey Kent and Sussez Joint Stock Banking Company

	Ashton Stalybridge Hyde and Glossop Bank

	Shropshire Banking Company

	Bank of Whitehaven

	Caledonian Banking Company

	Clydesdale Banking Company

	City of Glasgow Bank

	Union Bank of London

	

	Canals

	Medway Navigation Company

	Company of Proprietors of the Coventry Canal Navigation

	Forth and Clyde Navigation Company

	Monkland Navigation

	Chesterfield Canal Company

	Company of Proprietors of the Thames and Severn Canal Navigation

	Shropshire Canal Navigation

	Cromford Canal Company 

	The Company of Proprietors of the Canal Navigation from Manchester to Bolton, and to Bury

	Lancaster Canal Navigation

	Stainforth and Keadby Canal Navigation

	Foss Navigation Company

	Company of Proprietors of the Shrewsbury Canal Navigation

	Dearne and Dove Canal Company

	Gloucester and Berkeley Canal Company

	Swansea Canal Navigation

	Peak Forest Canal

	The Company of Proprietors of the Ashby de la Zouch Canal

	Huddersfield Canal Company

	Grimsby Haven Company

	Glasgow, Paisley and Ardrossan Canal Company

	St Nicholas at Wade Company

	Company of Proprietors of the Newport Pagnell Canal

	Sheffield Canal Company

	Edinburgh and Glasgow Union Canal Company

	Saint Katharine Dock Company

	Company of Proprietors of the Macclesfield Canal

	Company of Proprietors of the Birmingham and Liverpool Junction Canal Navigation

	Preston and Wyre Dock Company

	Ribble Navigation Company

	

	Railways

	Ballochney Railway Company

	Birmingham and Derby Junction Railway Company

	Birmingham, Bristol, and Thames Junction Railway Company (becomes the West London Railway Company in 1840)

	Bolton and Preston Railway Company

	Canterbury and Whitstable Railway

	Chester and Holyhead Railway Company

	Cromford and High-Peak Railway Company

	Edinburgh and Glasgow Railway Company

	Garnkirk and Glasgow Railway Company

	Great Western Railway Company

	Lancaster and Carlisle Railway Company

	Leeds and Bradford Railway Company

	Liverpool and Manchester Railway Company

	London and Birmingham Railway Company

	Manchester and Leeds Railway Company

	Manchester, Bury, and Rossendale Railway Company

	Midland Counties Railway Company

	Midland Railway Company

	Monkland and Kirkintilloch Railway Company

	North British Railway Company

	North Union Railway Company

	North Wales Mineral Railway Company

	Preston and Wigan Railway Company

	Saint Helens and Runcorn Gap Railway Company

	Sheffield and Manchester Railway Company

	Sheffield, Ashton under Lyne and Manchester Railway Company 

	South Devon Railway Company

	Taff Vale Railway Company

	Warwick and Leamington Union Railway Company

	Wilsontown Morningside and Coltness Railway Company
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NOTES
� 	Alborn, Conceiving Companies; Bowen, “The ‘Little Parliament’”; Dunlavy, “Corporate Democracy”; Maclean, “Corporate Governance”; Cheffens, “History”; O’Sullivan, Contests for Corporate Control ; Pearson, “Shareholder Democracies”. The modern literature on corporate governance and related issues such as executive remuneration, financial regulation, business ethics and shareholders’ rights, is voluminous. See, for example, Kay and Silberston, “Corporate Governance”; Charkham and Simpson, Fair Shares; Stapeldon, Institutional Shareholders; Roe, Political Determinants. 


� 	This project has been facilitated by a major grant from the Economic and Social Research Council (UK), award number RES000230096.  We are most grateful for this support.  


� 	Mokyr, “Editor’s Introduction,” p. 103n. By contrast the act is widely thought to have largely inoperative north of the border due to ‘the more tolerant and liberal attitude adopted by the law in Scotland towards unincorporated concerns’. Campbell, “Law and the Joint-Stock Company,” p. 142. For a reinterpretation, however, see Freeman, Pearson and Taylor, “Unincorporated Joint-stock Companies.” 


� 	Harris, Industrializing English Law,  p. 195.


� 	By extension we are also interested in the external legal framework for company organisation in the constituent parts of the United Kingdom, in extra-judicial opinion about joint-stock institutions, and in the relationship between governance and profitability, but these are not the subject of this paper. 


� 	Munn, “Scottish Provincial Banking Companies”, pp. 20-21.


� 	Pearson, “Shareholder Democracies”, p. 865.


� 	The survey was carried out using the online catalogues of the UK National Register of Archives (NRA) and the Public Record Office (PRO), supplemented by several printed guides to records in individual industries, plus a range of secondary literature. Since the project began (October 2003) the total of 800+ has been moving up and down, as closer examination of the records reveals new stock companies not found in the original survey and companies that prove not to be joint-stock or without relevant records surviving from our period. 


� 	The total of 936 is calculated from the following sources: insurance (172 companies), from Pearson, Insuring the Industrial Revolution, fig. 1.1, p. 16, plus additional life and marine companies found in the NRA/PRO survey referred to in footnote 8; railways (189), from Bagwell, Transport Revolution, pp. 93-4 (railway companies ‘sanctioned’ by act of parliament 1825-44), plus companies established before 1825 found in the NRA/PRO survey; canals (155), from Cook and Stevenson, Historical Facts, pp. 188-91 (canal acts 1759-1827), plus additional companies found in the NRA/PRO survey; gas (283), from Falkus, “British Gas Industry”, pp. 496, 498; banks (137), from “Return of Private and Joint Stock Banks Registered in each year in England and Wales 1820-42,” British Parliamentary Papers (1843) LII, 9, plus Scottish provincial banking co-partneries from Langton and Morris, Atlas, p. 148.


� 	For present purposes four dock and harbour companies have been included in this analysis, but these will later be placed in a separate category.


� 	Newton and Cottrell, “Joint-stock Banking”, p. 116.


� 	Any convergence on a standard would be of interest. Within our present sample there were large variations in the proportions paid up, ranging from just four per cent (the Ashton, Stalybridge Hyde and Glossop Bank, established 1836) to 50 per cent (Clydesdale Banking Company, 1838).


� 	By comparison, there was also a modal share value of £100 in Ward’s sample of eighteenth-century canal companies. Ward’s sample covered 50 canals, but 13 of these were duplicated in our sample, and for a  further 15 canals he gave no figure for share denomination at the time of original issue. Of the 22 remaining canals, 11 issued £100 shares, while the rest issued shares with a variety of denominations from £120 to £200. Calculated from Ward, Finance of Canal Building, pp. 26-73. 


� 	It should be noted, however, that canal finance was multi-layered and more complex than the acts of incorporation would suggest. Many different parties were interested in the fortunes (and the governance) of any one company. In addition to the original subscribers there were those new subscribers to additional issues under new acts, mortgagors, owners of landed property affetced by the canal works, who had been allocated shares by preference, institutional lenders such as banks and insurance offices, and in some cases other canal companies buying into the share capital of new ventures. The focus of this paper is on the original subscribers only.


� 	This may have been aimed at encouraging local investment in early Scottish railways, the importance of which has been a matter of dispute. Cf. Vamplew, “Railways and the Iron Industry”; Gourvish and Reed, “Financing of Scottish Railways”; Vamplew, “Financing of Scottish Railways”.


� 	In four cases the share investment was not required of the entire board, but only of those elected at the ordinary general meeting. The other board members were appointed by other railway companies or landowners with major stakes in the companies concerned, and these nominees did not need to be shareholders. The companies were the Liverpool and Manchester Railway, the South Devon Railway, the Chester and Holyhead Railway, and the Manchester, Bury, and Rossendale Railway (cf. note 16 above).


� 	Railway Times, 6 July 1839, p. 519.


� 	Channon, Railways in Britain, pp. 194-216; Beckett, Aristocracy in England, pp. 250-51; Kostal, Law and English Railway Capitalism, pp. 30-31.


� 	Channon, Railways in Britain, pp. 160-61.


� 	Railway Times, 9 Mar. 1839, pp. 212-14; 16 Mar. 1839, pp. 232-4; 23 Mar. 1839, pp. 252-3.


� 	Pearson, “Shareholder Democracies”, p. 865.


� 	Many bank deeds excluded certain kinds of constitutional amendment, but never this one.


� 	In one of these, the Dearne and Dove Canal, a charge was made for copies.


� 	Furthermore, it was claimed in 1840 that balance sheets were still commonly given verbally at general meetings, making the details impossible to follow. Railway Times, 8 Feb. 1840, pp. 98-9.


� 	The acts referred to are 7&8 Vict. (1844) c.113; 19&20 Vict. (1856) c.47; 63&64 Vict. (1900) c.48. See Edwards and Webb, “Use of Table A”, pp.177-9.


� 	This trend has been noted by McCartney and Arnold, “George Hudson’s Financial Reporting,” p. 298


� 	Glynn, “British Railway Accounting,” pp. 111-12.


�	Glynn, “British Railway Accounting,” pp. 108-10.


� 	Edwards and Webb, “Use of Table A”, p. 179.


� 	Railway Times, 11 Jan. 1840, p. 24.


� 	8 & 9 Vict. (1845) cc.16-17.


� 	O’Gorman, Long Eighteenth Century, pp. 139-42; Brock, Great Reform Act.


� 	Dunlavy, “Citizens to Plutocrats.” See also Dunlavy, “Corporate Democracy.” Dunlavy draws on and modifies an argument first put in this way by Maier, “Revolutionary Origins.”


� 	Dunlavy, “Citizens to Plutocrats,” pp. 78-9.


� 	Pearson, “Shareholder Democracies”; Alborn, Conceiving Companies, pp. 1-3.


� 	One railway act, the Cromford and High Peak Railway (1825), did not specify a voting scale.


� 	8 & 9 Vict. 16. The scale was one vote per share up to 10 shares; one vote for every five shares above ten; one vote for every ten shares above 100. Dunlavy, “Citizens to Plutocrats,” pp. 84-5.


� 	Calculated from the difference between the number of votes held by largest shareholder category relevant to these companies and the votes held by the smallest shareholder (5-1), divided by the difference between the shares held by the largest category of shareholder and those held by the smallest (200-1). 


� 	Another company, the South Devon Railway, also employed it, but allowed the three other companies which had large shareholdings in it to cast one vote for every two shares held, a far less democratic system which gave these corporate investors a disproportionate representation.


� 	The Bolton and Preston Railway (1837) adopted an odd franchise which superficially looked like the standard one, but with the important difference that while proprietors of 20 shares and upwards had a vote per share up to 20, those holding between one and 19 shares had no votes at all. This may have been a clerical error, for the company’s act of 1838, which permitted the company to alter the line of the railway, adopted the “standard” franchise (1 & 2 Vict. c. lvi).


� 	For example of this imitation effect in insurance, see Pearson, Insuring the Industrial Revolution, p. 236.


� 	Dunlavy, “Citizens to Plutocrats,” pp. 84-6.


� 	Directors’ use of proxy votes to secure majorities at sensitive general meetings is one example of a counter-vailing force, among the others mentioned above.  There is not space to discuss this particular issue here.





