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Abstract
Joint stock legislation was introduced to the Cape Colony in 1861. An amendment to the act in 1892
encouraged greater adoption of limited liability incorporation, expanding and diversifying the private
capital market. Using novel data transcribed from the Cape Joint Stock Archive between 1892 and
1902, we can now analyse the diversity of investors and how corporate formation spreads through
southern Africa. The geographic breadth of shareholders and company operations, and therefore
capital was much more dispersed than previously thought, and not limited to the Cape. The depth
of the capital market i.e. the number of unique shareholders, quantum of capital and professional
diversity (HISCO) was remarkable. In this paper we demonstrate from which professions, and in
which industries and geographies shareholders are willing to commit capital, and the consequences of
this variation. We argue that industry preferences by HISCO impacts firm survival and geographic
location. Shareholders geographic location is more widely dispersed than company operations or
registered office. This suggests that shareholders are able and willing to invest in companies further
afield, demonstrating managerial preferences. The paid-up capital being a proxy for shareholder
depth also varied according to firm survival, which was shorter for smaller companies and specific
industries. Finally the Cape was not divorced from international economic cycles, with failures also
largely determined by external shocks.
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Introduction
“We live in a time when shares and companies form one of the most important topics of the day.”
The Cape Law Journal, 1899

How did joint stock legislation impact the depth and breadth of capital in the Cape Colony? Using a
novel data set of 457 companies and 6893 shareholders between 1892 and 1902, we show that capital
was not restricted to urban areas, but was widely spread across the country. Furthermore the diversity
of the shareholders was remarkable, with a large proportion of petit shareholders contributing to the
capital base. This was in contrast to England from where the legalisation had been transplanted, which
had greater wealth, but distributed less evenly amongst shareholders (Graham, 2019; Lipton, 2017;
Hannah, 2014). This relatively uneven distribution enabled the raising of capital from fewer wealthy
individuals who were often personally known to each other. Whilst in the Cape, shareholders’ socioeconomic diversity appears to be high as measured by occupation (HISCO) with investment preferences
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varying by both HISCO category and geographic location.1 Maphosa et al. (2021) found that industry
and operations were dispersed and not geographically concentrated around shareholders. In this paper
we determine degrees of managerial and industry preferences by shareholder categories. In doing so
we demonstrate which industries and locations shareholders are willing to commit capital, and the
consequences of this variation in capital allocation. We argue that the degree of managerial preference
by HISCO as a proxy for human capital impacts firm survival (firm life years). More sophisticated
investors as measured by HISCO invest in sectors that could be deemed less risky, while middle and lower
class investors failed faster in higher return industries. The paid-up capital being a proxy for shareholder
depth also varied according to lifespan which was shorter for smaller companies. Shareholders geographic
location is more dispersed than the company operations or registered office. This suggests that certain
categories of shareholders were able or willing to invest in companies further afield than their homes,
highlighting an appetite for shareholder - managerial dislocation. Fluctuation in the economic cycle also
impact different investors, and regions (breadth) by historical epochs.
Noteworthy studies that examine the formation of capital in Southern Africa such as Rönnbäck
and Broberg (2019), Rosenthal (1968) and Lukasiewicz (2017) use public companies ‘listed’ or quoted
on stock markets, while this study collates privately owned firms. McCraw et al. (1997) note how
these smaller companies were the bedrock of frontier entrepreneurial capitalism and therefore more
representative. In this paper we will argue that these smaller shareholders increased the depth and
breadth of entrepreneurial capitalism at a time of domestic and international upheaval by supporting
the expansion of firms further away from the metropolitan core.
The company data gleaned from the Cape Joint Stock archive offers a rich source of information
about private capital, and provides insight into the burst of innovation at the Cape which crosses three
turbulent epochs of history with (1) environmental disasters, such as rinderpest and phylloxera (1890s)2
and the South African War (1899 - 1902), (2) First World War and (3) the Great Depression. Although
racially not inclusive, joint stock legislation introduced a “People’s capitalism” 3 where both large but
also numerous small capital owners could contribute to the expansion of business enterprises across the
region (Maphosa et al., 2021; Rutterford and Sotiropoulos, 2017). Several studies have explored the development of the banking system in South Africa (Arndt, 1928; Jones, 1996; Feinstein, 2005) but limited
studies have examined how private investment in small firms may have diversified the savings. Maphosa
et al. (2021) investigated the growth and diversity of these firms to understand the structure of the
Cape economy relative to those in similar Victorian period classifications such Acheson et al. (2017) for
Britain and Lipton (2017) in colonial Australia. Using the HISCO system we are now able to disaggre1 Leeuwen et al. (2004) - Historical International Standard Classification of Occupations is coding scheme used for historical occupations allowing researchers from a variety of countries to communicate with each other and make international
comparisons across the nineteenth and twentieth centuries in social, economic and other fields of history.
2 Although explained in greater detail later in this paper, rinderpest killed 90 per cent of the cattle south of the Zambezi,
and Grape phylloxera was discovered in 1885 destroying most of the Cape’s vineyards by 1890s.
3 Maphosa (2021)
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gate shareholders occupations, from registered business and residential addresses, showing how limited
liability was spread more evenly across the occupation spectrum. Unsurprisingly, our results suggest
that the introduction of limited liability increases ownership diffusion with a more diverse shareholding
constituency in terms of specific occupation and location.4 A third dimension of firm survival provides
greater insights as we observe the business cycles between formation and liquidation.
A large and growing literature has highlighted the importance of limited liability incorporation for
economic development: It provides stable institutional structures, that combine shareholder capital with
technical and managerial expertise (Wright, 2013, 2017). Joint stock companies are not dependent on
a small circle of investors, and raise capital directly from numerous smaller shareholders, outperforming partnerships. Other intrinsic features such as corporate personality, perpetual succession, and the
integration of multiple stakeholders enables the company to spread its risk and to invest effectively in
long-term, highly technical projects giving great advantages. Before incorporation legalisation was introduced in 1861, the Cape capital base was controlled by “commercial bourgeoisie”, a class of merchants
and farmers whom Meltzer (1989) notes were the pillars of the colonial economy before the mineral revolution. As such the Cape Colony is an important geography for the study of incorporation to business
history in a frontier economy. It was the launch pad for the expansion of entrepreneurial capital into the
continental African interior, but also a legislative centre where new corporation laws could be adapted
to local market conditions. Up to the the mid-19th century, most enterprises in industry sectors apart
from those with especially large capital needs such as transport, insurance and banking appear to have
been engaged by sole traders or small partnerships. Furthermore, Greyling and Verhoef (2017) found
that the Cape’s 19th century economic growth depended largely on the initial non-monetary savings
such as live-stock or vines. Therefore how were private joint stock investments used by these investors
to diversify away from these assets in times of environmental shocks or international upheaval?

2

Background

This article begins by tracing the growth of the Cape Colony and its commercial structure, contextualising the roles of different professions and industries. Section II describes the nature of our archival data,
as well as giving some background on the coding standards of occupation, locations and company classifications. Section III analyses the breadth and depth of the private capital market by highlighting trends
is occupational and geographic ownership, then examining the variation across these trends over time.
Section IV concludes by summarising how these trends vary by HISCO and firm survival, which hint at
managerial and industry preferences, offering insights to the foundation of modern capital markets and
investment allocation theory.

4 Acheson

and Turner (2006) also noted a more diverse shareholding constituency in terms of wealth and social status.
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2.1

The Dutch and British Colonial Period, 1668 to 1910

The Cape had three distinct economic growth cycles accross this period (Havemann and Kerby, 2021).
Founded as a commercial centre and settled by the Dutch East India Company (VOC) as a refuelling
station in 1652, French Huguenots arrived in early 1688, diversifying the local skills base substantially,
and bringing knowledge of a whole new wine-making industry (Hausmann, 2018). This is borne out in
the export records compiled by Ross and van Duin (1987), who note a substantial increase in both wine
production and the number of vines from about 1740 on wards. By 1749 wine made up about half of
all exports. The VOC also gradually liberalised the economy, allowing non-indigenous settlers more and
more rights to trade, farm and work in the settlement. Monetary systems were also strengthened, and the
introduction of domestic currency was initially reasonably successful (Havemann, 2014). Du Plessis and
Du Plessis (2012) focus on the long-run increase in living standards during the course of the eighteenth
century. But they note a reasonably sharp increase in living standards in about 1740 and 1743.
The slow collapse of the Company between 1736 - 1748 created substantial new opportunities. Many of
the sailors working on the ships left the Company, and exploited many of these. The city became rapidly
more cosmopolitan, as more immigrants arrived, swelling the ranks of the original settlers. The expansion
of the Colony is shown in Figure 1. Gradually through a number of forces, the boundaries widened, and
a domestic economy developed. Borders were also movable, and, to say the least, contentious. On the
eastern border of the Cape, between 1779 and 1879 there were a series of wars between settlers and the
various local Xhosa-speaking kingdoms. Similarly there were a series of wars between settlers and the
local Zulu community in the area now known as KwaZulu-Natal.

Figure 1: The boundaries of the Cape colony settlement
Source: Authors with De Kock (1924); Fourie (2013) and Legassick (2010)

4

The period between 1795 and 1806 was particularly turbulent. In 1795, France occupied the Netherlands. Seeing an opportunity, Great Britain occupied the Cape until 1803. Under the Treaty of Amiens,
the British handed back the colony to the Batavian Republic in 1803. This was relatively short lived.
The British invaded again in 1806, and from the 8th of January 1806 on wards, the Cape was a British
Colony. The commercial landscape of the colony changed, and the number of companies seeking the
privilege to incorporate increased gradually. Meltzer (1989) and Oosthuizen (2017) both agree that the
institutions governing companies developed faster during this period because the nature of commerce
and finance under Dutch rule was less developed. Meltzer (1989) specifically argues that although the
process of replacing Roman-Dutch law with English law happened slowly after British occupation, it was
rather faster in the field of mercantile and company law.
Agriculture and commerce were the most important industries in the Cape before the mineral revolution. Due to the rudimentary state of industry as well as several economic recessions, this capital
base was limited, so as in the case of most colonies, the Cape had to complement this base with foreign
capital.5 British money, by virtue of being from the colony’s metropole, emerged as the most important
source of this capital, to the extent that the 1861 company legislation is claimed to have been implemented specifically to attract British investors.6 The Cape Advertiser during this period stated that
without British investments economic development in the colony would have been greatly impaired.7
This was also true of our Cape Joint Stock investor cohort with British investors representing the largest
international source of capital as shown in Figure 2.

Figure 2: Country origin of individual investors in the Cape Joint Stock cohort
Source: Cape Joint Stock Archive, geo-coded by authors using home address of each shareholder

5 Davis

and Huttenback (1988)
(1989, p. 169 - 170)
7 Southern African Commercial Advertiser, 31 January, 1854.
6 Meltzer

5

South Africa enjoyed two great windfalls with the discovery of diamonds in 1871 and the discovery
of gold in 1886. These two events transformed a group of struggling colonies at the southern tip of
Africa into thriving economies, and set the scene for the Union of South Africa in 1910, and modern
industrial South Africa. The decade of 1871 - 1877 was a period of expansion and prosperity in South
Africa. A spirit of optimism emerged when the Cape Colony was granted responsible government in
1872. The severe depression of the post-Franco-German war of 1870 impacted on European demand for
Cape products, but did not stem the tide of speculation and confidence. Schumann (1938) observed that
in 1878 an unprecedented boom period commenced in South Africa, with the establishment of numerous
new companies in the diamond fields. By 1881 more than £ 12,000,000 had been invested in the diamond
industry, of which £ 6,500,000 was incorporated in the Cape Colony, with much listed on the Kimberley
Stock Exchange.
Production and export of diamonds was rapid: between 1866 and 1870 the average annual export
of diamonds was £ 35,700 but rose to £ 1,306,000 between 1871 and 1875 and to £ 3,242,000 between
1881 and 1885. The prison-like labour compounds introduced a new and frightening level of control over
Africans. This new discipline contributed to a sharp rise in productivity as, during the period 1882 1892, the output of Kimberley mine workers doubled.
At the structural level, development of the diamond fields accelerated some forces for change, such
the expansion of state capacity. Between 1875 and 1895, the extent of Cape railways increased from 150
to 2 253 miles.8 In the short run, the spin-offs of diamond mining were twofold. First, it induced a range
of activities from agriculture to small manufacturing to services designed to meet Kimberley’s needs.
Demand for labour pushed up wages and expanded markets for African agricultural production (Table
1). Second, it created accumulations of capital useful in the development of gold mining. These forces
created internal demand and cushioned South Africa from external headwinds. While Europe, the USA
and Britain suffered a severe depression with falling general price levels between 1873 and 1879, South
Africa was only moderately affected.
The “diamond crisis”, lasting from 1881 to 1886 exposed unsound banking practices, ushered in
insolvencies, which resulted in heavy credit losses.9 The depression was further exacerbated by factors
in Europe and the USA, which were both suffering depressions until 1886 (Schumann, 1938).

2.2

Agriculture

Although the farming community in the Cape Colony was diverse, wine and livestock farmers are the
primary focus for the investigation as these dominated the capital market. In order to fully appreciate
the role of wine and pastoral farming in the Cape economy, one must understand the importance of
agriculture in the colonial economy. It formed the basis of the economy and constituted a significant
source of income for farmers. One of the best indicators is its contribution to exports between 1807 and
8 Railway

expansion from Perkins et al. (2005)
rose from 259 in 1880 to 1 000 in 1883 and remained in excess of 700 every year between 1884 and 1886.
Discounts of the Cape banks declined from £ 10,536,000 in 1881
6 to £ 3,000,000 in 1887.
9 Insolvencies

1910 where agriculture occupied a substantial proportion of net foreign trade, although its dominance
was reduced after the discovery of diamonds in Kimberley.10
Table 1: Agricultural production (1820 - 1922)
1820

1875

1880

1891

1904

1911

1922

Ostriches

80*

22,000

—

155,000

361,000

776,000

268,000

Horses

70,000

206,000

—

800,000

450,000

719,000

988,000

Mules & Asses

—

—

—

96,000

285,000

427,000

940,000

Pigs

5,700

117,000

—

288,000

679,000

1,082,000

941,000

Angora

8*

978,000

920,000

3,900,00

3,393,000

4,275,000

2,272,000

Source: De Kock (1924)
*Approximate date and quantity

Between 1886 and 1896, Cape farmers faced severe losses due to crop and livestock diseases. The first
disaster came in 1886 in the form of phylloxera. This was a disease, spread by an aphid, which caused a
secondary fungal infection, which attacked and destroyed the roots of grape vines. Infection caused the
drying of leaves (a powdery mildew) followed by reduced yields of the fruit, and the eventual death of the
plant.11 Its impact was so severe that by 1896, eight million vines in Stellenbosch and Paarl had been
destroyed.12 Moreover, the epidemic hit farmers at a time when they were still recovering from both
the Excise Tax and the diamond share crisis. Blighted by all these problems, recovery seemed almost
impossible. Their precarious position during these trying times is succinctly summarised in a letter from
a Stellenbosch farmer pleading with the Agricultural Department that “without wine people cannot live
here, it is our only means of subsistence”.13 At this point, the government, farmers’ long-standing buffer
in times of crisis, was struggling to expedite the situation. In fact, relations between farmers and the
government became strained by the government’s policy of burning infected vines, as this further crippled
the farmer’s economic position.14
The cattle farmers in the eastern region of the Cape were in a comparable position. Disaster struck
in 1896 when rinderpest threatened to bring the entire region to its knees. Cattle lay at the heart of
the economy in the eastern region of the colony, and this increased the effects of the rinderpest. Apart
from providing beef and dairy products for the domestic and export markets, cattle provided an essential
source of draught power. Commerce in the region was powered by ox-wagons. Furthermore, because
specific types of cattle were suitable for different uses or sectors of the regional agrarian economy, the
10 Schumann

(1938) divides the growth of the Cape economy into five stages, using foreign trade as business-cycle indices.
et al. (2010)
12 Brown (2003)
13 Scully (1987)
14 Ibid.
11 Banerjee
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breeding of cattle had become an important industry, and many men depended on it as a source of
income.
In the period between 1870 and 1885, mineral exports took precedence. However, despite a rapid
growth in diamond mining, agricultural exports contributed significantly to the annual increase of 17.5
per cent in foreign trade.15 The total net trade increased from an annual average of £ 841,500 for the
years 1886 though 1890, to £ 67,054,000 for 1906 through 1910, with an annual average growth rate of
approximately 6.5 per cent.16 During this period Schumann (1938) argues that the Cape economy had
transformed from an agricultural economy to an agricultural-mineral economy. This was illustrated by
foreign trade figures which showed that as late as 1868 agricultural exports still formed 93.83 per cent of
total exports, and mineral exports only 2.46 per cent. In 1890 agricultural was 44.23 per cent of exports
and remained the occupation of the majority of South Africa’s population, whether black or white, until
well into the twentieth century (Marks, 2011).

2.3

Commerce

The Cape’s capital market was very small in the years prior to the passing of the Company Acts. It
was limited to merchants, farmers and, to a greater extent, British capital (Meltzer, 1989; Fourie and
Van Zanden, 2013). In similar ways to other frontier economies such as Australia, most owners of
established businesses had their the capital requirements met in the traditional way and there was no
need for limited liability (Lipton, 2017; Fourie and Swanepoel, 2018).
There were several ways foreign capital arrived at the Cape. It could either reach the colony by
means of individual shareholding in locally founded companies, credit facilities to local businesses, loan
companies and mortgages, or through companies that were floated on the London stock exchange.17
It was also commonly injected into the economy via the colonial government. Usually these forms of
investment were channelled towards public works such as the railways and other infrastructural projects.
This made it easy for British capital to penetrate the colonial economy. Towards the implementation of
the company legislation, London-based merchants dominated as directors in most trust and insurance
companies, as well as steamship and railway companies. This was partly because British merchant houses
had begun to provide permanent loans to businesses in the colony.18 This meant that they were now
directly involved in conducting business in the colony.
Capital owners, the largest providers of capital during this period, were a class consisting of men
and women with no formal occupation and wealthy enough not to work, therefore relied on investment
as income.19 These individuals often reported their professions are capitalists, landowners, esquires,
15 Page

(1919)
(1938,
17 Southern African
18 Southern African
19 See Scully (1987)
16 Schumann

p. 44)
Commercial Advertiser, 31 January, 1854 and Rönnbäck and Broberg (2019) for later examples
Commercial Advertiser, 31 January, 1854.
for Cape Colony definition and Acheson et al. (2017) for Victorian Britain
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housewives, spinsters or simply retried.
Merchants also occupied a large proportion of this local capital market. Their wealth is said to
have been the backbone of company formation in the earlier colonial period.20 Evidence of this was
the recurring nature of merchants’ names as directors and shareholders in various local companies, and
how the same names continued to appear at different times in more than one company.21 To confirm
the importance of this capitalist class, Bickford-Smith (1986) notes that shops, warehouses, banks and
insurance offices in the colony "stood as monuments of the god that created them, merchant capital”.22
Following merchants, the Cape’s middle class investors could be divided into professionals (e.g. doctors, architects, engineers etc.), white-collar occupations (bank clerks, teachers, administrators etc.),
legal professionals and clergymen. The working class was subdivided into the skilled working class (e.g.,
joiners, painters, coopers, tanners, cabinet makers, cutlers, plumbers etc.), and the unskilled working
class (e.g. labourers and domestic servants etc.) Women were also represented in the Cape’s economy as
both investors (e.g. widows and spinster), but also employees of firms. Financial occupations reported
as bankers, stockbrokers and other finance categories (e.g., actuaries and accountants). Bank clerks and
agents working for financial institutions were not included in these categorisations, but were part of
the white-collar categorisation. Some institutional investors are present and were categorised either as
companies, or investment trusts.
Our period analysis ends on the 31st of May 1910 when the Cape Colony merged with three other
territories, to create the Union of South Africa. These three were under British control, having previous
been Dutch/Afrikaner control: the Transvaal and the Orange Free State had been under local Afrikaner
control until the end of the South African war (Second Boer War). Natal became British much earlier
in 1843.

2.4

History of limited companies in the Cape

Graham (2019) notes the introduction of English company law in the 1860s to the Australasian colonies
formed an imperial process of legal harmonisation in the British Empire intended for the benefit of
metropolitan companies. Interestingly McQueen (1991) and Lipton (2017) claim that this had a limited
impact on company or economic growth outside the mining sector before the 1880s. However registration
of private limited liabilities companies mushroomed in the Colony from 80 in 1868 to in excess of 3000
in 1910, across a broad range of industries and shareholders.23 In the following section we set out the
historiography of the joint stock company and the rise of modern capitalism in the colony from the 1860s.
Prior to this limited liability was a privilege granted by a royal charter. As early as the 1840s, John
Fairbairn the influential publisher, wrote extensively about the importance of joint stock companies in his
20 Fourie

and Swanepoel (2018)
(1989)
22 Bickford-Smith (1986, p. 37)
23 Appendix B sets out the growth of company formations in the Cape using license stamp duty (tax) data as a proxy.
21 Meltzer
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Southern African Commercial Advertiser.24 He emphasised their legal value in the carrying on of various
businesses, such as banking and assurance, where large sums of capital were required to secure public
confidence. British entrepreneurs operating at the Cape gradually became impatient with the absence
of limited liability in the colony. In 1858, The Cape Town Railway and Dock Company, incorporated by
the 1855 British Company Act, indicated in a letter to the Advertiser’s editor that doubts were being
expressed as to whether its Cape shareholders, like its English ones, were protected in terms of limited
liability. The uncertainty was due to the company’s Act of incorporation being British.25 Emboldened,
the Cape business community, possibly inspired by financial developments in Britain, persuaded the
colonial government to make limited liability more easily accessible (Maphosa et al., 2021). In the
weekly newspaper, the Cape Argus (1861), one citizen stated that if limited liability was available in the
colony, British investors could leave portions of their wealth at the Cape with ease knowing that risk was
limited only to their capital and not their personal property.26 The Australian Colonies had introduced
limited liability by the 1850s. Imperial competition for capital may have further catalysed the Cape’s
adoption of limited liability.
In 1862 the Cape Joint Stock Act was a transposed into the colony from an earlier British Act of
1844. The English principle was “Register the company first and then incur liability”. The Cape Colonial
principle on the other hand was “Incur the liability first and then register the company”.27 This meant
that to be eligible for limited liability, a Cape company had to prove the potential for loss in its business
therefore be in possession of assets.
The Cape Company Act No. 23 of 1861 was amended to make way for a notable alteration in 1892.28
This amendment was based on the British Company Act of 1855 and regulated the incorporation of
companies at the Cape making it more efficient than its precursor. Companies no longer had to incur
liability to incorporate and their liabilities were limited from the day of registration (Burdette et al.,
2004). Other technical legal details like the number of shareholders (reduced to seven from twenty) and
the grandfathering in of existing partnerships created a impetuous to form joint stock companies. In
the next section we continue this analysis showing how these changes created a unique data of firms and
shareholders, and examine how private savings were channelled into the Cape capital market.

3

Archive and Data

The Cape Joint Stock (CJS) Archive contains a register or index of limited companies consisting of 15
volumes and contain 2997 unique companies that were incorporated by Company Act No. 23 of 1892,
and ends in 1910. The availability of detailed shareholder and firm level data in the Cape archives
24 Southern

African Commercial Advertiser, February 03, 1849.
African Commercial Advertiser, May 04, 1858, 109.
26 “Correspondence,” Cape Argus, June 1, 1861, 15
27 Van Zyl (1888, p. 465)
28 Joint Stock Company Act No. 25 of 1892.
25 Southern
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was made possible by the stipulation in the Company Act that all companies upon registration were
requested to deliver copies of their documents to the company registrar. Appendix A gives an overview
of this rich source of data which can be categorised into statutory information about the firm and
individual shareholder level information. In summary the statutory records contain information such
as the company name, date of registration, memorandum and articles of association (MOA), nominal
capital, lists of registrar correspondence (i.e. supplementary deeds; notices of capital increases, litigation
etc), the registered office address, as well as that of its operation. The shareholder records contain the
full names, titles from which we can infer gender, occupations, address information, quantum and value
of shareholding. In the future this data can be further linked to genealogy records, land registers and
migration information.
In our data set we have transcribed 6866 shareholders across 265 companies, and 30 unique industries,
between 1892 - 1902. Regarding investor information, we capture 4109 occupations (60 per cent) across
the companies. The handwriting was difficult to read in some instances and sometimes the documents
were damaged or illegible. Occupation information was self reported in the shareholder records as shown
in Appendix C. This was then categorised by the six digit HISCO code to assess the socio-economic
and human capital status of the shareholders using a global standard for the history of work, allowing
for international caparisons.29 The categorisation of occupational titles by standardised skills allows us
to translate the samples human capital categories by occupation beginning with -1, a ‘capitalists’ or
professional investor. The human capital spectrum then expands to professional occupations in major
groups 0/1, and skilled work in 2/3/4/5, with agriculture in 6, and labourers in major groups 7/8/9
being semi or unskilled.
Table 2: HISCO Categories aligned with Cape Colony Descriptions
HISCO Category
-1
0
1
2
3
4
5
6
7
8
9

HISCO Label

Cape Description

Capitalist
Professionals
Technical Workers
Managerial Workers
Clerical Workers
Sales Workers
Service Workers
Agricultural
Production Workers
Equipment Operators
Labourers

Gentleman / Lady / Capitalist
Doctor / Dentist / Chemist
Lawyers / Accountant / Teacher
General Manager / Engineer
Clerk / Bank Teller
Merchant / Retailer / Agent
Hotelkeeper / Warder / Police
Farmer
Baker / Miller / Butcher
Wagon driver / Turner and Fitter
Painter / Labourer

Source: Coded from Leeuwen et al. (2004) and Cape descriptions matched by authors using the HISCO online database.

Address information for registered company office and the company operations (if different) was a
statutory requirement in the MOA. Shareholder home city address information was self reported in
29 Human capital formation concerns working skills derived from occupational titles. The HISCO system extracts
information about the working skills required in order to perform the job described by an occupational title and is therefore
an accurate proxy (de Pleijt and Weisdorf, 2017).
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the shareholder records, and in many instances at the street level. All these addresses were manually
geocoded with the latitude and longitude allowing us to measure spatial variation between all three entity
addresses.

Figure 3: Spatial entity relationship between shareholders, registered legal address and company
operations

4

Analysis

We define the depth of capital markets as the number of individual investors, economic diversity of
investors and quantity of capital available in the private market, via the aggregated savings pool. The
breadth of capital markets is the distribution of capital in a market across its geography, categories of
business and types of shareholders. To explore the depth and breath we aggregate statistics of the joint
stock archive in the next section. Following this, we analyse (1) the degree of industry preferences by
shareholder category. (2) Then demonstrate the geographic distribution of industries by shareholders.
(3) We examine how managerial preference by HISCO, as a proxy for human capital, may impact firm
survival. (4) Finally we highlight how the economic cycles also affected different investors and sectors.
In summary our results show more sophisticated investors as measured by HISCO invest in sectors
that could be deemed less risky, while middle class investors failed faster in industries that could be
deemed higher return. The paid-up capital being a proxy for shareholder depth also varied according
to lifespan which was shorter for smaller companies as measured by paid-up capital. Shareholders
geographic location is more dispersed than the company operations or registered office. This suggests
that certain categories of shareholders were able or willing to invest in companies further afield than
their homes highlight an appetite for shareholder - managerial dislocation.30 We zoom down into case
study examples of specific industries and investors to highlight our results.

30 Foreman-Peck

and Hannah (2012) also called it the managerial ‘revolution’ or separation of ownership from control.
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4.1

Aggregate Statistics

Like Hannah (2014) and Graham (2019) we too believe nominal or authorised capital to be problematic,
therefore we use paid-up capital as the unit of analysis.31 The average paid-up capital was approx. £ 700
but as can be seen in Table 3 the average and median paid-up capital varied considerably. In Figure 4
we highlight the size of each industry by its aggregate paid-up capital totalling £ 3,314,118 (£ 10,825,986
nominal capital). Insurance, mining, real estate and manufacturing dominate the paid-up capital with
£ 2,613,690 or 79 per cent. The next 21 per cent is spread widely across the next 22 industries. In Figures
5, 6 and 7 we report the number of shareholders, firms and average life span; for comparative purposes
holding the "y" variable of industry sector constant. Once again the top four industries by paid-up
capital are well represented in total shareholding, but general dealers, prospecting and agriculture stand
out as having large number of shareholders with relatively low paid-up capital. The average paid-up
capital per shareholder varied significantly by industry and as we will shown later, also by HISCO class.
The Cape Colonies gross domestic product (GDP) in 1860 was approximately £ 3,500,000. Our
sample begins in 1892 with GDP approaching £ 15,000,000, peaking in 1897 at £ 30,000,000 before the
South African War, and recovering to £ 25,000,000 by the end of our study in 1902. Depending on the
reference year, we then estimate between 15 and 20 per cent of GDP was committed to private joint
stock firms in our sample. For Britain Hannah (2014) estimated actual paid-up corporate capital in 1860
exceeded 55 per cent of GDP, whereas in the United States it was somewhere between 36 and 52 per
cent, suggesting that incorporation may actually have been more important to British than American
economic growth. However our sample only represents private firms, and not those listed on the various
stock exchanges in Europe, Kimberley or the Transvaal where gold mining was booming. Therefore we
suggest that total capital in the joint stock market was more closely aligned with Britain. As such we
believe that the data from this archive is representative and complete, giving a fairly accurate sample of
the Cape economy. The boom in mining and prospecting can also be observed in Figure 6 with 45 firms
in each respective industry. However the number of manufacturers and merchants were also standout
sectors. Production processes gradually shifted from proto factories located on the farms to relatively
large capitalised joint stock companies in towns and cities. This is shown by the significant drop in
the number of merchant corporations at the Cape, and the simultaneous proliferation of manufacturing
companies. This suggested a gradual break from the usual dependence on British imported products.
Although the colony continued to import certain articles, it is not far-fetched to suggest that the process to
becoming self-sufficient began during this period, a process for which the joint stock company legislation
was a catalyst. The range of these manufacturing companies included food and beverage producers,
clothing manufacturers, and those producing manufactured mining equipment.
31 Graham (2019) notes that "the actual amount of paid-up capital, which is much more difficult to recover but arguably
a more accurate measure of corporatisation within national economies", while Hannah (2014) finds ‘authorised capital’
problematic as "entrepreneurs know how much capital they needed, modifying that from time to time, and contracting for
more funds as and when required then says"]. In our sample we have £ 10,825,986 in nominal capital but £ 3,314,118 in
paid-up capital.
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Table 3: Summary statistics for all industries by paid-up capital, shareholders, lifespan, and nominal capital
Paid-up Capital (£)
Industry
INSURANCE

Shareholders

Lifespan (years)

Firms

Total

Average

Median

Total

Average

Median

Average

Median

Nominal Capital (£)
Total

Average

Median
100,000

5

1,008,027

201,605

33,592

1182

236

91

16

11

462,000

92,400

MINING

45

519,064

11,284

70

579

13

7

3

1

1,886,606

41,013

11,091

MERCHANTS

29

498,967

17,206

3,848

311

11

7

19

19

2,297,100

79,210

35,000

REAL ESTATE

24

295,014

12,292

4,750

600

25

12

15

13

584,600

24,358

15,000

MANUFACTURING

37

292,618

7,909

999

917

25

7

13

6

846,310

22,873

10,000

8

149,098

18,637

3,526

270

34

9

6

5

572,500

71,563

13,500

TRUSTS

2

108,970

54,485

54,485

286

143

143

27

27

120,000

60,000

60,000

RAILWAYS

6

87,511

14,585

476

71

12

7

15

17

362,025

60,338

12,500
9,600

UTILITY

PROSPECTING

45

56,382

1,253

150

568

13

7

4

2

2,013,995

44,755

RECREATION

7

46,638

6,663

700

180

26

7

28

28

60,650

8,664

1,250

AGRICULTURE

8

45,694

5,712

2,831

476

60

16

16

15

503,000

62,875

22,500

14

TRANSPORT

7

36,216

5,174

340

68

10

7

15

5

152,600

21,800

20,000

VITICULTURE

2

25,350

12,675

12,675

104

52

52

5

5

55,000

27,500

27,500

LAUNDRY

2

25,007

12,504

12,504

18

9

9

16

15.5

27,000

13,500

13,500

COLD STORAGE

1

24,492

24,492

24,492

13

13

13

3

3

25,000

25,000

25,000

GENERAL DEALER

9

20,881

2,320

200

696

77

31

7

5

44,900

4,989

2,000

FISHING

2

20,000

10,000

10,000

74

37

37

3

3

35,000

17,500

17,500

HOSPITALITY

3

19,400

6,467

4,725

164

55

23

10

14

37,000

12,333

10,000

INVESTMENT COMPANY

3

5,450

1,363

600

42

11

3

12

4.5

226,000

56,500

57,750

PRINTING AND PUBLISHING

9

5,057

562

85

81

9

7

18

16

246,700

27,411

5,000

SANITARIUM

1

5,000

5,000

5,000

9

9

9

6

6

20,000

20,000

20,000

TYPEWRITING

1

4,970

4,970

4,970

30

30

30

5

5

5,000

5,000

5,000

ADVERTISING

1

3,910

3,910

3,910

34

34

34

28

28

5,000

5,000

5,000

SHIPPING

2

3,607

1,804

1,804

13

7

7

13

13

130,000

65,000

65,000

STATIONERS

1

2,900

2,900

2,900

13

13

13

28

28

3,000

3,000

3,000

BAKERY

1

2,550

2,550

2,550

6

6

6

3

3

10,000

10,000

10,000

SPORT

1

819

819

819

49

49

49

2

2

2,000

2,000

2,000

BUTCHERY

1

606

606

606

12

12

12

5

5

3,000

3,000

3,000

DRAPPERS

1

500

500

500

1

1

1

40

40

30,000

30,000

30,000

1

20

20

20

2

2

2

30

30

60,000

60,000

60,000

265

3,314,718

WINE MERCHANTS
TOTAL

6869

Source: Compiled by the authors using the Cape Joint Stock Archive.

10,825,986
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Figure 4: Paid-up capital per industry

Figure 5: Unique number of shareholders per industry

Figure 6: Absolute number of firms per industry

Figure 7: Average lifespan of firms per industry

4.2

Geographic distribution of industries and shareholders

Physical distance between shareholders and a firms operation is a valuable proxy for managerial control.
The large distances, high cost of transport and communication, and therefore information asymmetry
imposed by Southern Africa’s geography in the late 19th century could impact investor preferences.
Moreover the debate on whether managerial control was divorced from share ownership between the
late 19th and early 20th century has lacked consensus (Foreman-Peck and Hannah, 2012). In our data
sample, we cannot directly determine whether managers, like in Britain, were also shareholders, as only
27 per cent of companies reported directors’ shareholding. However we can use the fine spatial variation
provided by the address information for shareholders to speculate whether they were willing to invest
in companies further afield, and the HISCO category in which these investors resided. This could also
point to the possibility of managerial dislocation (divorce) and in which circumstances certain types of
investors are willing to relinquish managerial control via greater distances, for the possibility of higher
returns or diversification.

Figure 8: Distance between shareholders’ and
company operations (1892 - 1902)

Figure 9: Distance between company office and
actual operations (1892 - 1902)

In Figure 8 the density of lines graphically highlights how shareholders have a far greater geographic
distribution than the company operations. In Figure 9 the lower density of lines between a company’s
registered legal office and its physical location of operations further demonstrates the greater geographic
diversity between shareholders and actual operations. Cape Town, the commercial centre is not as
dominant as one would expect. A number of investors across the territory can be observed investing in
operations broadly spread through the southern African region. The quantum of capital by shareholders
(Figure 10) and geographic location of firms office and operations (Figure 11) is is also noteworthy as this
too highlights that shareholders are willing to commit capital to firms further afield than their homes.
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The base of shareholders and capital is therefore much broader then the geographic distribution of firms,
which suggest investors are willing to divorce ownership of shares from management of the firms.

Figure 10: Geographic distribution of paid-up
capital by shareholders’ home address (1892 - 1902)

Figure 11: Geographic distribution of paid-up
capital by company operation (1892 - 1902)

To highlight this point further, we can calculate the distance in kilometres between the investor HISCO
category and the company operations. Table 4 shows the mean and median distance between these groups
of shareholders. For example, capitalist or professional investors (HISCO -1 ) have an average of 1000
km between registered home location and that of the company in which they invested. This may suggest
that this group of investors is willing to devolve more oversight to the firms management. Alternatively,
the investment opportunity is one that would not be readily available in the home market. Moreover,
it could also be argued that this HISCO group (class -1) holds higher human capital and therefore has
greater investment insight, selecting more competent management to oversee the firms operations. The
inverse could be said for lower human capital groups with labourers (class 9) having the shortest distance
between the home location and the firm. In this case it may suggest that this group of investor is both
employed and invested in the firms. Alternatively, they may only be aware of investment opportunities
in their home market and have less investment knowledge. In the following sections on investment
preferences and firms survival we can elaborate on both these examples.
Table 4: Physical distance between company operation and shareholders
HISCO Category
Category

Label

-1
0
1
2
3
4
5
6
7
8
9

CAPITALIST
PROFESSIONALS
TECHNICAL WORKERS
MANAGERIAL WORKERS
CLERICAL WORKERS
SALES WORKERS
SERVICE WORKERS
AGRICULTURAL
PRODUCTION WORKERS
EQUIPMENT OPERATORS
LABOURERS

Physical distance between company operation and shareholder
Mean (km)

Median (km)

1,039
515
311
465
194
502
876
170
149
553
151

70
3
2
3
3
3
3
62
1
2
1

Source: Calculated by the authors using geodesic distance between investors home address and company operation.
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4.3

Industry preferences by shareholder category

We now expand on the variation in the investment preferences by HISCO group. In terms of total
paid-up capital Figure 12 demonstrates that the professional classes tended to invest in real-estate and
insurance, while in absolute shareholder numbers, Figure 13 shows that the middle and lower HISCO
classes may have invested less, but had greater number of unique shares in agriculture. A standout is
the merchant sector which appears to be dominated by the HISCO sales class, and therefore merchants
themselves. For this group of investors, it suggests that working class merchants and farmers may have
tended to invest in familiar sectors or alongside people known to them.

Figure 12: Paid-up capital per HISCO Group and Industry
There are various reasons that have been forwarded to explain why people preferred to invest in
companies in which their friends and relatives invested or, in scientific terms, familiarity or home bias.
A firm’s language, culture, and distance from the investor are three important attributes that might
influence an investor’s preference for certain firms. Grinblatt and Keloharju (2001) find that to a greater
extent investors are likely to hold, buy and sell shares of firms that are located close to their residence,
communicate in their native tongue, and have managers of the same cultural background.
The tendency to invest where relatives also held shares resorts under language and cultural factors.
More so, there is evidence of companies that only had Afrikaans-speaking shareholders.32 This was
achieved by tabulating investor names and surnames in the shareholders lists. It was then found that
95 per cent of these individuals had both an Afrikaans first name and surname, thus, confirming the
32 Afrikaners are a South African ethnic group descended from predominantly Dutch settlers first arriving at the Cape
of Good Hope in the 17th and 18th centuries.
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Figure 13: Number of Shareholder per HISCO Group and Industry
role of language and culture in making investment decisions.33 This was also the case with the African
investors. All the investors in the companies they invested in had Xhosa surnames. Furthermore, the
South African ancestry and family tree research network34 have a death record inventory which showed
that two of the investors in The Eagle Printing Company Limited were in-laws. These were Mr Paul
Xiniwe and Mr William Dilizintaba Soga.35
The opposite was true for the Capitalist HISCO class which were willing to delineate management
from ownership. This is evident in the insurance sector dominated by the professional investor classes,
which were likely to be buying shareholdings in insurance and trust companies, with stable investment
profiles and professional management with technical expertise. Similar patterns are seen in real-estate
investors with longer-term investment horizons and lower volatility in investment returns. Expanding on
life insurance, farmers in HISCO class 6 were also large proponents of shareholdings in absolute numbers
but relatively low in capital allocation. The rapid rise of such organisations in the 19th century was a
result of changing attitudes towards mortality risk (Zelizer, 1978). Life Insurance was part of a general
movement to rationalise and formalise the management of death. Life insurance companies, replaced
more informal systems with professional management especially following the South African War.

4.4

Firm survival and shareholder preferences

We now examine the differences in firm survival once again using the HISCO category to examine
the variations between types of investors, the industry in which they invested and the time period in
33 CAD,

LC302, The Mutual Trust and Assurance Company Limited, 1900.

34 www.ancestor.co.za
35 CAD,

LC 298, The Eagle Press Company Limited, 1900-1909.
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the economic cycle. Figure 14 summarises the average and median life span in firm years between
incorporation and liquidation. Of significance in this graphic analysis is that firms invested in by the
Capitalist HISCO group appear to outlive other groups.
Interpreted in combination with the sectors in which they invested and the physical distance at which
they invested could suggest some form of managerial preference that provided longevity and capital
return. Moreover, the sales HISCO category (class 4) also invest in firms with longer lifespans, and as
previously discussed, invested in firms in the merchant industry group, which suggest they were both
owners and managers of these firms.

Figure 14: Median (red dot) and average life spans for firms by HISCO
In Figure 15 we highlight how smaller firms have shorter life spans. Using the aggregate median value
of £700 as a threshold between small and large firms. Firms with less paid-up capital fail at a faster
rate and survive for fewer years. As such, the quantum of paid-up capital appears to suggest inherent
factors about the length of firm survival. Interestingly this result appears to be largely determined by
the prospecting and mining sectors which have lower median paid-up capital and by their very nature are
more speculative. The inherent management knowledge or investments selection process would have little
determination on the success of a prospecting firm, therefore smaller amounts of capital are contributed
until success is viable. Referring to the investment preferences analysis, these sectors also attract a
wide range of HISCO investors with no single group dominating the prospecting or mining industry.
In contrast, the insurance, trusts, utility and railways have higher median paid-up capital and longer
firm lifespans. These are also more capital intensive sectors and were able to withstand changes to the
economic cycles which are disused next.
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Figure 15: Distribution of companies by paid-up capital and firm lifespan
Note: £700 is the median paid-up capital of firms and therefore used as threshold.

Figure 16 chronologically highlights the economic cycle and firm survival. Using 1892 as the basis
for comparison, it measures the rate at which firms incorporate and then liquidate by HISCO group.
For additional comparative purposes the calendar years have been added in decade intervals to show the
fluctuation in economic cycles.

Figure 16: Chronological firm survival by HISCO group between 1892 and 1942
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Some interesting trends can be observed. A large number of firms fail in the first 3 to 8 years, but
are also overwhelmingly held by the middle HISCO classes. A second noteworthy observation is that
firms fail around international shocks to the economic cycle, with the First World War and the Great
Depression noticeably apparent in the chronological rate of firm failures around 1917-1919 and then again
around the 1930s. By the 1940s almost all the firms in our sample had failed.

5

Conclusion

The Cape is an important geography for the study of economic and business history as it was the
node from where incorporation spread through southern Africa. Insights to the formation of capital
and the breadth to which these processes evolved across the region is highlighted by the data held in
the Cape Joint Stock archive. In this paper we are able to aggregate 6869 shareholders into HISCO,
home address, industry sectors, and then use the location and life span of firms to draw tentative
conclusions about how firms and investors behaved. The geographic breadth of shareholders and company
operations, and therefore capital was much more dispersed than previously thought, and not limited to
the Cape. The depth of the capital market i.e. the number of unique shareholders, quantum of capital
and professional diversity (HISCO) was remarkable. There are noteworthy variations by profession,
industry and geography which had consequences for both the firms and the investors.
We highlighted that industry preferences by HISCO impacts firm survival and geographic location.
Shareholders geographic location is more dispersed than the company operations or registered office.
This suggests that certain categories of shareholders were able or willing to invest in companies further
afield than their homes, demonstrating preferences for how these firms were managed. Capitalists had
far greater geographic distribution between home address and company operations, suggesting they were
either diversifying from their home market or selecting firms in which the management were divorced from
ownership. We then highlighted how more sophisticated investors chose sectors that could be deemed
less risky such as insurance, while middle and lower class investors selected higher return industries such
as mining. In addition certain HISCO classes like merchants and farmers invested in industries they
understood or controlled. The paid-up capital being a proxy for shareholder depth also varied according
to lifespan which was shorter for smaller companies. These investors contributed less paid-up capital
but the firms were in more speculative industries like prospecting. The economic cycle appears to affect
different classes of investors with middle HISCO class investors failing in the early years of incorporation.
External shocks like World War One and the Great Depression also increased the rate at which firms
failed showing how the Cape was not isolated from the global economy.
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Figure 17: Schematic of data contained in the statutory archive for joint stock companies registered in
the Cape between 1892 and 1910.
Source: National Archives - Cape Archives Depot (CAD).

Appendix B

Figure 18: Growth of joint stock companies as measured by license stamp revenue
Source: Colonial Blue Books for Cape Colony - Cape Archives Depot (CAD).
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Appendix C

Figure 19: Sample of the Joint Stock Archive shareholder register showing names, addresses and
occupation, with the paid-up capital
Source: National Archives - Cape Archives Depot (CAD).
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