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Abstract 
 

 In 1892, the German government introduced the Gesellschaft mit beschränkter Haftung (GmbH), 

a new legal form for enterprise. Prior to this date, entrepreneurs organizing a multi-owner firm had to 

decide between the partnership and the corporation. The partnership required unlimited liability for at 

least some investors and by its nature as a personal contract was impermanent. The corporation, on the 

other hand, did not entail these problems, but its minority owners risk abuse at the hands of the majority. 

The GmbH allowed entrepreneurs to combine limited liability with a joint-stock form and at the same 

time to construct governance rules tailored to their particular firm. The GmbH is now the most common 

multi-owner enterprise form in Germany. Many other countries introduced similar enterprise forms 

following (and in some cases preceding the GmbH), sometimes deliberately modeling theirs on the 

GmbH. Many accounts in Germany presume that the GmbH took a specific form, and was found mostly 

in certain sectors. Yet little is known about numbers and characteristics of firms that organized this way. 

We also know little about how entrepreneurs altered the default rules to organize their own firm. This 

paper reports the first steps toward filling in both gaps. 
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 In 1892, Germany created a new legal form for business enterprises, the Gesellschaft mit 

beschränkter Haftung (company with limited liability; hereafter GmbH). This new enterprise form 

allowed firms to combine elements of the partnership with elements of the corporation, and thus achieve, 

for many firms, an organizational form superior to anything available before. The law also gave 

entrepreneurs who organized a GmbH considerable flexibility in how they organized and ran their firms. 

Firms could rely on a set of default rules, but firms could also craft their enterprise to specific conditions 

by writing more elaborate agreements governing who could own shares, how decisions were to be made, 

and other important matters. Although the GmbH caught on slowly at first, by the 1930s it was very 

popular, and today it is the overwhelming favorite form for a wide range of enterprises.1 

 Some English-language sources understate the degree to which the GmbH was something new 

and even radical. In creating this new form, the German government ignored an earlier, sharp distinction 

between enterprise forms that associate people (partnerships) and those that associate capital 

(corporations). Although the GmbH counts as the latter, it has many of the features of the former, and the 

combination seemed to some at the time (and even now) both unworkable and unwise. Perhaps just as 

importantly, earlier German business law (and the French law that so heavily influenced the German) 

rested on the claim that the code simply codified or regulated actual practice. The GmbH law, on the other 

hand, created something new, a way of organizing firms that would have been illegal before 1892. Thus 

we have an opportunity to consider the deliberate creation of a new institution, and to follow debates 

about precisely how it should be tailored. This circumstance is unusual for institutions in economic 

history.  

 A change so radical raises an important question: where did this innovation come from? This 

paper tries to answer that question, as part of a larger project on the development of company law in 

industrialized countries in the late nineteenth and early twentieth century (see Guinnane et al (2007)). 

                                                           
1 Of the 689,266 new firms that registered in Germany in the year 2012, 73 percent were sole proprietorships, 67 
thousand (10 percent) were GmbHs, and another 2 percent took the hybrid form of the GmbH & Co. KG (see 
below). Some 1600 (0.2 percent) were corporations (Aktiengesellschaften). Thus GmbHs accounted for more than 
40 percent of all new multi-owner firms. Source: Statistisches Bundesamt 2(5): Unternehmen und Arbeitsstätten, 
Dezember und Jahr 2012. From www.destatis.de. 
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That project seeks to shift economists’ and economic historians’ focus away from the large, public 

corporation, and instead to consider the fuller range of legal forms available to firms, especially those 

most appropriate for the smaller but far more numerous firms that account for considerable output in any 

economy, even today. We concentrate on developments that allowed entrepreneurs to better shape multi-

owner firms to suit their particular contracting problems. The GmbH marks an important stage in those 

developments, as it (arguably) constitutes the first appearance of what we call the Private Limited-

Liability Corporation (PLLC). The PLLC differed across both time and space, but in all incarnations 

offered entrepreneurs legal personhood, freedom from expensive, required formalities, limited liability, 

and a great deal of flexibility in governance and other matters. As such it represents a mixture of features 

one ordinarily associates with the corporation and those of the partnership. 

 The period starting in the mid-nineteenth century saw innovations in company law in many 

countries. The literature rightly stresses the advent of general incorporation, introduced and then 

expanded in Great Britain (1855-56) and many U.S. states, and somewhat later in France, Germany, and 

other continental countries.2 Before the introduction of general incorporation, the relevant government 

entity granted permission to form a corporation in each individual case. Corporations were 

correspondingly rare, in part because obtaining permission often required sharing the fruits of 

incorporation with the government. Germany in particular saw a long set of discussions about company 

law and related issues preceding the GmbH. The 1861 Allgemeine Deutsche Handelsgesetzbuch 

(ADHGB), the first all-German business code, provided a common framework for most enterprise law. In 

1865 Prussia reformed its mining law, and in so doing codified a type of mining firm (Bergrechtliche 

Gewerkschaft) seen as possible model for firms outside that sector. Some smaller German states had 

allowed general incorporation earlier, but only in 1870 did all states drop their prior insistence on 

chartering. This change, coupled with France’s early repayment of the indemnity due after the Franco-

                                                           
2 Although it is worth pointing out, as a warning about the significance of “firsts,” that the Spanish business code of 
1829 introduced general incorporation. The U.S. history of general incorporation is complicated in three ways. First, 
the matter came under the purview of the States, which means each handled the issue differently. Second, many 
states first enacted legislation that permitted general incorporation for specific types of firms, such as manufacturing. 
Finally, some states enacted and then repealed an earlier general incorporation statute. See Hamill (1999).  
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Prussian war, led to a dramatic stock-market bubble and the inevitable crash, which initiated intense 

discussions about the role of the corporation and how it should be regulated. The result of this 

conversation, the 1884 Corporations Act, marked the perhaps equally inevitable over-reaction, making 

corporations suitable only for the largest enterprises. Another innovation concerned a different type of 

enterprise, the cooperative. Cooperatives constituted a relatively large part of the Germany economy, but 

until 1889 were not permitted to organize with limited liability. This set German law apart from the law 

regulating cooperatives in most other countries, where cooperatives ordinarily could organize with limited 

liability. The 1889 law allowing cooperatives with limited liability marked the first time small domestic 

German enterprises could organize without at least some owners assuming unlimited liability.3 

By the outbreak of World War II, most industrial countries (but not the U.S.) had an enterprise 

form similar to the GmbH. Some, like the Austrian GmbH (1906) or the French SARL (1925) owe much 

to the German version. Others, such as Britain’s Private Limited Companies (PLC, introduced in 1907) 

reflect the legislator catching up with business firms; the flexibility of British corporation law had 

allowed entrepreneurs there to shape PLLC-like firms long before 1907. In still other countries (such as 

Mexico, 1884), the legislature introduced a PLLC form that was never really used, and in the Mexican 

case, was soon repealed. (The date for the Mexican innovation raises a question of origins and influence 

to which we return below.) Pennsylvania, among a handful of U.S. states, tried to create a legal form 

similar to the GmbH in the 1870s, but it went nowhere, under the twin pressures of federalism and the 

conservatism of common-law judges (Guinnane et al 2007, pp.31-33). Spain’s Sociedad de 

Responsabilidad Limitada (SRL) represents another path; the Spanish business code’s openness allowed 

enterprises to organize firms as a PLLC even before there were clear, consistent rules about what the SRL 

meant.  The first official template for the form was issued in 1919, and the legislature did not add the SRL 

                                                           
3 The implications of the cooperatives acts for business law in general can be seen in the otherwise puzzling interest 
the topic generated among Germany’s leading business lawyers. Levin Goldschmidt, who ended his career as chair 
of business law in Berlin, and who served in leading advisory capacities on the 1884 Act and other major 
innovations, wrote a series of articles about what he saw as the strengths and weaknesses of proposal cooperative 
law. 
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to the statutory law until 1954. Thus the GmbH appeared in the midst of considerable experimentation 

and ferment.  

 The choice of both a legal form and decisions about details within that legal form reflect 

entrepreneurs’ judgment on the best way to deal with the contracting problems that must be solved to 

create a multi-owner firm.4 We frame our discussion around two issues at the heart of contracting for 

firms of this size. The first is a trade-off detailed in Guinnane et al (2007, 2008). Firms face the problem 

of untimely dissolution and the problem of minority oppression. Untimely dissolution implies that firm-

specific, illiquid investments may not realize their full return if the death or withdrawal of an investor can 

provoke the firm’s demise. The problem could be deliberate hold-up, but also reflects the difficulty of 

contracting in a firm that dissolves with an owner’s death. Minority oppression arises when one group of 

investors cannot prevent others from engaging in actions with private benefits that reduce the value of the 

shares owned by the minority. The oppressor can be other investors, the firm’s management, or both. 

Partnerships, because they are essentially contracts between one or more people, are always 

vulnerable to untimely dissolution. On the other hand, they face relatively little minority oppression, 

because partners are free to contract on key matters such as the right to make decisions. Corporations 

represent the opposite extreme. Investments in corporations are locked-in. Investors can only withdraw by 

selling their shares to someone else. On the other hand, corporations are especially vulnerable to minority 

oppression. Their concentrated management allows the management to abuse insider status against all 

owners, and, depending on the voting rules associated with shares, majority owners can shape firm policy 

to suit private ends. Prior to the GmbH’s introduction, firms had to select one or the other extreme. The 

GmbH allowed firms to manage the trade-off between untimely dissolution and minority oppression more 

precisely. There are two distinct effects. Even firms that relied on the GmbH’s default rules faced a less 

severe trade-off. More importantly, the investors who formed the GmbH had broad latitude for shaping 

important provisions to fit their firm’s specific circumstances. 

                                                           
4 The following discussion implicitly assumes the alternative to a GmbH is another type of multi-owner firm. One 
could think, however, that if contracting problems are severe, we would see more single-owner firms. I return to this 
question below. 
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The second issue pertains to control of the firm both now and in the. In general owners can be 

forced to trade off control rights for cash-flow rights. We focus on a specific version of these problems. 

Imagine an entrepreneur who founds a firm and wants to keep control of this firm while economically 

active. Bringing in outside investors may threaten that control; both the law and the specifics of the firm 

and investors will shape the degree to which a minority owner can dominate a firm. The GmbH may be 

attractive in such circumstances, because it allows radical departures from linear voting rules, permitting 

minority owners considerable control without assuming unlimited liability, unlike in the partnership 

forms. The problem takes a different form when we think of the founder’s intergenerational goals. Some 

enterprise forms cannot survive their owner’s death, while others, such as the GmbH, can be transmitted 

to the next generation following the founder’s wishes. 

 This paper (and the larger project) contributes to three related literatures. The first concerns the 

economics of institutions in general. The resurrection of interest in the impact of institutions on economic 

growth has led to the development of several distinct lines of argument. These papers usually share the 

common feature of arguing from national-level institutions to national-level growth. Other research 

focuses on the impact of specific institutions over a long period, but again, the institutions in questions 

(for example, “guilds”) are fairly general.5 This paper looks at one specific institutional innovation, the 

GmbH, and studies its impact at the lowest level, the firm. The larger project sets this one enterprise form 

in the broader context of all the possibilities allowed under the law. In so doing it provides a different 

perspective on the role of institutions in economic history. 

A second related literature deals enterprise form and the role of the corporation in particular. 

Following Alfred Chandler, many economic and business historians have argued that the corporation was 

essential to the formation of the modern economy. The claim takes several forms. Most versions stress the 

corporation’s role in amassing capital from disbursed investors and so taking advantage of the economies 

of scale thought to be inherent in the new transportation systems, markets, and technologies of the late 

                                                           
5 The relevant literature is so large it would be impossible to cite it all. Recent notable contributions include work by 
Acemoglu, Johnson, and Robinsin; by Avner Greif; and by Sheilagh Ogilvie. 
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nineteenth century. The supposed central role of the corporation has justified, in turn, a focus on the 

markets for and the pricing of corporate securities.  More generally, economists have paid most attention 

to  issues that pertain only to large, publically-traded firms. This focus is misplaced in two respects. First, 

in many industrial societies today, corporations are uncommon. Only 0.2 percent of all new firms 

registered in Germany in 2012 were corporations. Assuming that the corporation is an institution central 

to economic growth reflects an unwarranted extrapolation from U.S. circumstances. Second and more 

generally, widespread use of the corporation post-dated the Industrial Revolution in Britain, and the 

beginnings of rapid economic growth in many other countries. The corporation clearly has important 

organizational advantages, but many of those advantages depend on the particularities of time and place. 

The final literature to which our research contributes is the so-called “legal origins” account of 

the economic implications of the civil and common law. La Porta et al (1997, 1998, 1999) and La Porta,  

Lopez-de-Silanes and Shleifer (2008) (hereafter “LLSV”) use cross-country regressions to study 

differences between countries with civil-law origins and those with common-law origins. They find that 

common-law countries enjoy better protection for corporate investors and other features associated with 

better capital markets and more rapid economic growth. Much of the follow-up to LLSV has debated the 

precise definition of the relevant legal families.6 The LLSV argument echoes a long tradition that 

emphasizes the ability of common-law judges to devise sensible solutions to new problems.7 The civil-

law reliance on statutory changes supposedly involves too much time or is too easily hijacked by special 

interests to produce necessary outcomes, LLSV argue. We doubt the generality of LLSVC’s view; in our 

view, there are important examples of common-law judges stifling important legal innovations. 

Lamoreaux and Rosenthal (2005) show that the common law can also produce conservatism: if judges are 

uneasy with a legal innovation, they can construe it so narrowly as to make the innovation useless as a 

real reform. Guinnane et al (2007) note that common-law judges effectively prevented use of the PLLC 

                                                           
6 Most research in this literature sees the “German” version of the civil law as better for economic growth than the 
“French version.” 
7 Priest (1977) is a seminal paper in the legal literature on the common law, and provides additional references. 
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form that Pennsylvania introduced in the 1870s. The GmbH itself is inconsistent with the LLSV view of 

the civil law in two ways. First, the GmbH was introduced first in this civil-law country, and was the 

creation of the legislature and not judges. Second, a major change that made the GmbH more popular was 

the product of a court decision in 1911, and not written into the actual statute until 1980.8 

 

1. The menu of choices 

Entrepreneurs establishing a multi-owner firm in Germany from the early 1860s on had two basic 

options, the partnership or the corporation.9 There were three types of partnership. In an ordinary 

partnership (Offene Handelsgesellschaft or OHG), all owners bore unlimited liability for the firm’s debts, 

and all owners could participate in running the enterprise. A limited partnership 

(Kommanditgesellschaften or KG) had general partners who ran the firm and bore unlimited liability for 

the firm’s debts, as well as limited partners who could not participate in management but whose losses 

were limited to the amount of their investment.  A variant on the KG resembled a corporation in that the 

limited partnership shares could be traded on markets (Kommanditgesellschaft auf Aktien or KGaA).10  

The KGaA was not widely used.  The German corporation (Aktiengesellschaft) had the basic attributes we 

associate with the corporation today: all owners had limited liability, and the enterprise was a legal 

person.  

German firms could organize as partnerships by registering as such in the commercial registry 

(Handelsregister) at the local court. Under the ADHGB, a partnership registered in this way enjoyed 

several advantages over civil-law partnerships as well as partnerships in Britain or the United States. They 

had some “entity” protection, meaning that the partners’ creditors could not sue the firm for unpaid debts 
                                                           
8 The change in question allows legal persons such as the GmbH to be a partner in another form, such as a limited 
partnership. We discuss this below. 
9 The Reich business law of 1900 did not significantly alter the rules described here. The text ignores some details 
discussed elsewhere. Briefly, (1) some enterprises were formed under the civil law rather than the business law. I 
ignore civil-law firms. They tended to be very small or established for a short-term end. (2)  Until 1900, there was 
considerable legal heterogeneity across Germany for civil law. The civil law matters for some second-order issues, 
such as the inheritance of a share in a GmbH, but I set those issues aside for this paper. 
10 A silent partnership (stille Gesellschaft or sG) resembles a KG in that some investors have limited liability and 
cannot help run the firm. The difference is that the sG is not really a firm; it is a relationship between a firm and an 
investor. 
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until the relevant partner’s personal assets were all exhausted. German partnerships could also act in their 

own name, buying land, taking on debt, etc. Partnerships in Britain or the U.S. typically could not act in 

their own name, and instead such agreements were with one or more partners acting as individuals.11  The 

partnership had serious disadvantages.  Because all partners were unlimitedly liable for the enterprise’s 

debts, business people hesitated to enter into such relationships unless they could extricate themselves 

when their partners proved untrustworthy or took the business in directions that seemed ill-advised.  As a 

result, partnership agreements (even those that specified a term for the enterprise) were effectively at will.  

Business people entering into such agreements could not credibly commit to stay in the enterprise, and so 

partnerships suffered from the possibility that disputes might arise among the firm’s various owners that 

could force what was otherwise a successful enterprise to dissolve. German partnership agreements could 

be enforced to some degree, reducing a partner’s ability to threaten withdrawal as a way to increase his 

share of profits. But partners could always die, forcing the firm to contend, ex ante, with the problem of 

heirs who might not be suitable to running the firm. 

The corporate form, on the other hand, protected members of a firm from the risk of untimely 

dissolution.  Shareholders might withdraw from the enterprise by selling their stakes, but they could not 

force the firm to dissolve or even to refund their investments.  This protection came at a cost, however, 

because corporations subjected their members to the risk of minority oppression.  Although in principle 

corporate officers and directors served at the pleasure of shareholders, during their terms in office 

managers had considerable leeway to act as they saw fit. Moreover, because replacing them required a 

substantial ownership stake, usually half the shares or more, disgruntled shareholders typically found the 

                                                           
11 The concept of “entity shielding” is due to Hansmann et al (2006). They argue that the ability to protect a firm’s 
assets from the personal creditors of its partners was historically prior to and economically more important than 
limited liability for investors, which protects the assets of investors from obligations created by the firm. There are 
two features of the ability to act in the partnership’s name. One is simply the powers granted to a partnership by the 
ADHGB; although not a legal person, it could buy and sell land, contract for debt, etc. The second is that any 
business firm could, under German law, appoint a person who had the right to make binding commitments in the 
firm’s name. This Prokurist’s status was registered in the Handelsregister and the firm could not limit his authority 
in any way. This meant, in practice that a partnership in which a partner (or someone else) was a Prokurist could 
speak for the firm. 
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leadership difficult to depose.  As a result, whoever was in control could make decisions with little regard 

to the interests of other members of the firm and even expropriate some of the minority’s earnings. 

The extent to which minority investors in corporations could protect their interests varied over 

time and from firm to firm. German incorporators could and did write governance rules that departed 

from one-share-one vote schemes and increased the voting power of minority shareholders.  Firms also 

became more adept at structuring the enterprise so that even a minority of investors could remain in 

control. One example was the use of preferred shares (Vorzugsaktionen) which concentrated power in the 

hands of some shareholders. In practice, however, few firms issued preferred shares, and the literature 

gives the impression that the different classes of shares were about claims to profits, not votes.12 Efforts to 

prevent abuse of the corporate form by strengthening the supervisory board (the Aufsichtsrat) proved a 

double-edged sword. Enhancing the board’s power, one goal of the 1884 Act, made it easier for investors 

to learn the firm’s financial condition. On the other hand, these boards could themselves enhance the 

power of some stakeholders in ways that worsened the position of minority investors. 

 

The GmbH 

A firm organized under the 1892 GmbH statue constituted a legal person in which all owners 

have limited liability. The firm had to have an issued capital (Stammkapital) of at least 20,000 Marks, of 

which 5,000 Marks had to be paid in at the firm’s creation.13 The law implied that there had to be at least 

two shareholders to register the firm. The Stammkapital has specific significance in the GmbH: it is the 

amount for which the firm is always supposed to be liable to creditors. The firm could acquire additional 

                                                           
12 German corporations in 1906 had a total capitalization of 13.5 billion Marks. Of this, only about 240 million 
Marks were preferred shares (about 3 percent). See Moll (1906). 
13 In 1892, 20,000 Marks equaled roughly £1,000, or about $4860. Per-capita GDP in Germany in 1892 was 470 
Marks, so the GmbH’s minimum capitalization was equal to 42 times the per-capita income (Hoffman Table 248, 
p.825 and Table 1, p.172), and its minimum paid-in capital was more than 10 times per-capita income.  A 
corporation (AG) after 1884 had to have at least five investors, each of whom had a minimum investment of at least 
1000 Marks. Thus the total capital invested in an AG could, in theory, be the same as the minimum invested in a 
GmbH. The key difference, however, is the minimum investment per owner: in principle a GmbH could be formed 
by forty individuals who each paid in 125 Marks for a total of 5,000 Marks. 
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working capital either by retaining earnings or by requiring additional investments from its owners. The 

firm could also specify additional contributory liability (Nachschüsse) to enhance its ability to borrow.  

The law calls the GmbH’s equity positions quotas (Anteilen) rather than shares (Aktien).  The 

distinction reflects the nature of the firm: the GmbH is a contract among specific persons, just like a 

partnership. Transferring ownership from one person to another required a notarial contract. This 

reflected an effort to the owners more closely to the firm than was the case with a corporation. This, the 

drafters thought, could offset some the perceived dangers of limited liability in a small firm. On the other 

hand, the law required that shares had to be alienable and heritable. The articles of association could limit 

transferability in several ways, for example, by requiring agreement of the other owners if a share was to 

be sold to someone not currently an owner.  

As expected, most GmbHs were run by someone who owned part of the firm. The firm’s articles 

of association could not, however, require that a specific person always be manager (Geschaftsführer). 

The law required (§38) that the manager be freely dismissible.  Hachenburg (1913, pp. 441-442) stresses 

that the manager’s tenure depended on the owners’ “whim” or “capriciousness” (Willkür). Thus a GmbH 

could not in theory have the permanent “dictator” that characterized limited partnerships, where a single 

general partner retained control of a firm, even if his capital share was less than half. For example, hiring 

or firing the manager could require a super-majority of shares, owners, or both.14 This feature of the 

GmbH sets it apart from the French SARL, for example, which permitted the articles of association to 

name a specific individual as manager, even if he did not own a majority of the firm’s capital (Guinnane 

and Rosenthal (2012)). 

For most other matters, the statute states a default rule. While GmbHs could have either or both 

of the managerial committees required for corporations (the management committee or Vorstand that ran 

the firm, and the supervision board mentioned earlier), neither was required.  The default rules specified 

that all decisions about management, etc., were to be made by a linear voting rule, treating each share as 

                                                           
14 “Whim” is Hachenburg’s term. Hachenburg’s was the authoritative commentary on the GmbH law. Many GmbHs 
of course had a majority owner who could be assured of control over the firm even under the default rules. 
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one vote. Firms were free to declare different voting schemes, and they did: a GmbH could specify one 

voting scheme for the purchase of land, another for contracting debt, etc. Even under these default rules, 

minority shareholders had one recourse to a tyranny of the majority: at any time, owners representing at 

least 1/10th of the firm’s capital could demand a special shareholder’s meeting, and if not satisfied, could 

ask a court to intervene to inspect the firm’s records and potentially wind up the firm. 

 The GmbH law also allows the articles of association to require that owners have a relationship 

with the firm that goes beyond contributing capital; one owner might be required to provide services, and 

another might be required to provide particular inputs. As a consequence, the firm could also list 

conditions under which minority shareholders can be forced to sell their shares. The underlying notion is 

that some events may make the continued association of some shareholders intolerable for the firm, and 

the firm must have the right to be rid of them. Such provisions were forbidden for the corporation. Both 

ideas underscore the notion that a GmbH can be an association of particular persons in a way a 

corporation is not. 

 The flexibility built into the GmbH form permits the firm to take a wide variety of shapes. Some 

came close to a corporation: they were large, had many owners with relatively small shares, and had the 

management and supervision committees required of corporations. Others crafted their rules to more 

nearly resemble a partnership (although one in which all owners had limited liability). The GmbH could 

not quite be a corporation (most importantly, it could not sell its shares on exchanges) and it could not 

quite be a partnership (unlike a partnership, the manager of a GmbH had to be dismissible), but law’s 

drafters created a flexible form that individual firms could craft to occupy any point they wanted in the 

large space between the corporation and the partnership. 

 

2. Some GmbH empirics 

How many GmbHs were there in the first decades, and how did they compare to firms organized 

in other ways? The point of this brief overview is to establish that the GmbH was, in fact, popular, and 

that its popularity extended to types of firms that are somewhat surprising. Figure 1 reports the gross 
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number of new firm registrations at Prussian business registries in January and September of the stated 

years. The GmbH had little impact on the corporation’s popularity, and new corporations were 

uncommon after 1884 in any case. The GmbH provided some competition for limited partnerships. But 

the new form’s primary impact was on ordinary partnerships: the number of new ordinary partnerships 

(OHG) declined as the GmbH became more common.  The GmbH statute included provisions intended to 

simplify the process of transforming a corporation into a GmbH. But this transformation was rare. In our 

sample, only 6 of the 578 GmbHs formed in 1907 (in our sample) were previously corporations.15  The 

firms most likely to take advantage of the GmbH’s new provision were organized as ordinary 

partnerships. 

Figure 1 reports gross number of new firms, without any consideration of firm size or longevity.16 

For 1895, 1907, and 1925 we can use the business census to examine the stock of existing firms and also 

consider some measures of firm size.17 We focus our attention on the organizational forms most relevant 

to the entrepreneurial choices outlined above. This includes the partnerships (OHG, KG, and KGaA), the 

GmbH itself, and the corporation (AG).  Figure 2 reports the stock of firms by legal forms in all sectors in 

1895, 1907, and 1925.18 The stock of firms corresponds roughly to what one would expect after looking 

at the flow data reported in Figure 1. Rough comparison of the two figures suggests the relatively long 

life of the corporation and the short life of the partnership forms (the OHG and KG). Figure 3 returns to 

the question of prevalence, this time showing the percentage of all firms in given sectors that were 

GmbHs.  (The sectors are those used in the source, and are the standard classification for firms used in 

this period.) Here we see a surprise: the GmbH was relatively most prevalent in some high-tech industries 

such as chemicals, machinery, and metal processing. This point does not bear much stress; these firms 

                                                           
15 The source does not always reliability identify the prior firm type, and in cases where a firm has failed or two 
firms are combining, the prior type might be ambiguous. But the basic conclusion remains, few firms that were 
already corporations so transformation (Umwandlung) to a GmbH as desirable.  
16 “Gross” in the sense that we do not subtract the number of firms that ceased to exist. 
17 The coverage changes slightly over time; at first, for example, it excluded entertainment enterprises, which were 
later included.  
18 The source used in Figures 2-4 and Table 1 pertains to enterprises that qualify as a Gewerbe, roughly, a business. 
Thus a fraternity organized as a GmbH is not in the source. The figures in 1925 are for then-German territory and 
thus reflect the loss of Alsace-Lorraine and other territory after World War I.   
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were relatively small, and in 1907, not quite one-fourth of all chemical firms took the GmbH form.  

Comparing figures 3 and 4 suggests that the firms organized as GmbHs were somewhat smaller than the 

average firm taking any other multi-owner form. The percentage of workers in a sector working for a 

GmbH is uniformly smaller than the percentage of firms that are GmbHs. Judging by number of 

employees, the average GmbH in 1907 remained relatively small, smaller in every sector even than the 

average limited partnership. But many were already very large enterprises; the average GmbH in metals 

had 94 workers, but the largest were huge.19 

  

3. Why create a new enterprise form? 

 Calls for a new enterprise form came from several quarters and reflected various considerations.  

For convenience we group the arguments under three different (but not always distinct) headings.20 The 

first arguments claim that existing German company law held back the growth of the German economy 

because it did not reflect the needs of the day. The 1884 Act intensified these claims, but was not their 

origin. We call this the “gap” argument; many used the metaphor of a gap (Lücke) in the menu of legal 

forms to argue for something in between the partnership and the corporation. A second argument reflects 

discussions of firms in Germany’s new colonies. Although one manifestation of the 1884 Act, these 

colonial problems were often discussed in a distinct way, and the perceived importance of Germany‘s 

colonies as a national project lent legitimacy to proposals that might otherwise have met hostility. We will 

call this the “colonies” argument.  A third set of arguments reflect perceptions of how British 

entrepreneurs were using the (UK) 1862 Companies Act to create corporations not possible in Germany. 

Even before Britain’s 1897 Salomon case, Germans complained loudly that the 1862 Companies Act 

allowed British firms to establish corporations that were really a single entrepreneur and six straw men. 

The popularity of the corporate form in Britain lent strength to the case; in 1900, for example, 4,849 firms 

                                                           
19 The census of firms also reports the number of workers for sole proprietorships. In 1895, nearly 67 percent of the 
workforce covered by this source worked for a sole proprietorship, 9.4 percent worked for a corporation, and 0.8 
percent worked for a GmbH. This was only three years after the new form’s introduction. At that time, however, the 
average GmbH employed 64.3 workers, compared to 4.5 for the sole proprietorship (and 458.1 for corporations). 
20 See, for example, the Verein zur Wahrung (1891) for a chronology. 
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registered as new corporations in the U.K, compared to 84 in Prussia.21 Clearly these differences were 

magnified by  the 1884 Act, but the focus on Britain, and the implicit dimension of international 

competition, makes this worthy of a third name, the “British” argument.  

 

The gap argument 

 The gap argument was doubtless the most common, even before 1884. The stock-market bubble 

of the early 1870s led to ferment in proposals for reform. Some of the most active participants in these 

discussions were already well-known to in the right business, academic, and government circles; the long, 

drawn-out consideration of a new Civil Code and the slightly less tortuous consideration of a new 

Commercial code had placed legal reform in the public eye for years.22  The man credited as “father of 

the GmbH” was not as well-known as individuals such as Riesser or Goldschmidt, and his early writings 

on commercial law were ignored. In 1878, a businessman named Wilhelm Oechelhäuser suggested a 

series of changes that would have made the corporation much safer for investors but also less useful legal 

form for businesses.23  He wanted corporate supervisory boards to bear unlimited personal liability for 

shareholder losses under a wide variety of circumstances. This reform, if enacted, would have made the 

corporation similar to the share partnerships (KGaA) which he wanted abolished. The 1884 Act did not 

take the form Oechelhäuser proposed, but the new law did require corporations to observe expensive 

formalities that made the corporate form appropriate to only the largest firms.  

Some viewed this implication of the 1884 Act as a virtue. German complaints about British 

practice reveal an undercurrent of hostility to the idea of limited liability, perhaps in general, to which we 

return below. Others, worried by what they saw as the growth of huge firms at the expense of the 

Mittelstand, saw making smaller corporations hard to form as undesirable. Oechelhäuser, by that time a 

                                                           
21 The UK figure is from Guinnane et al (2007, p.19) ; the Prussian figure is computed from the source used in 
Figure 1. 
22 We mentioned Goldschmidt above. Another participant was Jakob Riesser of banking fame; his discussion of the 
proposal reform of the business code includes a chapter on the GmbH. See Riesser (1887) 
23 See Oechelhäuser (1878). Oechelhäuser (1820-1902) came from a commercial family. He travelled widely, both 
for the family business and on behalf of the Prussian government. He was a member of the Prussian House of 
Deputies 1852-53, and of the Reichstag 1878-93 (Neue deutsche Biographie 19:421-423). 
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member of the Reichstag, raised the question of a new legal form for smaller businesses during the debate 

over the 1884 Act. During the debate, he suggested allowing many if not most German firms to use the 

Bergrechtliche Gewerkschaft form if they so wanted. Slightly later he proposed an alternative partnership 

in which all owners had limited liability; this latter would simply be a few more paragraphs in the relevant 

section of the Commercial Code. Oechelhäuser stressed a gap argument: many enterprises cannot demand 

the full attention of the investors, he claimed, and by demanding unlimited liability the law made those 

firms unworkable. This was an implicit appeal to diversification for small businesses; someone occupied 

in running a small manufacturing firm (for example) should be able to invest in a related small firm 

without risking the loss of all his assets. 

Many gap arguments buttress their case by noting the ends to which German firms went to avoid 

becoming a corporation. The motivation (Begründung) for the 1892 Act lists several slightly ludicrous 

examples of what firms would do to evade the constraints of the 1884 Corporations Act.24 A manufacturer 

of steam boilers, for example, had bought a tiny, worked-out iron mine to qualify for the form of a 

Bergrechtliche Gewerkschschaft (p.128). 

Others made a different argument: that many extant German corporations did not reflect the idea 

of a corporation. Some held to the view that corporations should exist only when the firm provides some 

quasi-public service (such as a railroad) or for firms that required huge amounts of capital only available 

by listing on stock exchanges. In its 1888 meeting, the Deutscher Handelstag noted that many 

corporations were essentially private organizations with the minimum number of investors, even though 

the point of this form was a much larger firm with a wide ownership.25 The Begründung reprints this 

portion of the Handelstag’s reply to the Justice Ministry. A surprising number of German corporations 

formed both before and after the 1892 GmbH were much too small to list their shares on the large 

exchanges. 

                                                           
24 The “motivation” document explained both the general reason for the law and defended specific legislative 
choices. Thus it summarizes the government’s view of the law. 
25 The Handelstag was the national association of the local-level Handelskammern. 
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A different problem reflects the strong publicity requirements written into the 1884 corporation 

law. Some German entrepreneurs viewed mandatory publicity as requiring firms to reveal information 

that their competitors, especially foreign competitors, could immediately put to use. The Handelstag 

claims that publication of successful results would immediately lead other firms to try to reverse-engineer 

the source of the success (p.129). Partnerships faced no such requirements, so, the argument goes, and 

some firms that would have been corporations in the absence of the 1884 strictures were instead retaining 

a partnership form. 

A final gap argument again turns on something a partnership could do and an 1884 corporation 

could not. Some German corporations had tried to make ownership of their stock conditional on the 

investor providing some service to the firm, or agreeing that the firm would be the investor’s exclusive 

buyer or seller. A concrete example comes from firms that processed agricultural products, such as sugar-

beets. The technology for efficient sugar-beet production required large capital inputs, which made it a 

natural to organize as a corporation.26 At the same time, owners of such corporations had a natural interest 

in limiting ownership to beet producers. Otherwise, outsiders could take over the firm and threaten to 

reduce the price they paid for inputs. This is a classic hold-up problem; beet producers had large, sunk 

investments in this particular crop. German courts in the 1870s and 1880s ad struck down such provisions 

in corporations as contrary to the idea of corporate securities, which must be freely tradable on 

anonymous markets. Requiring that a share in a sugar-beet factory be tied to the provision of raw sugar 

beets, the courts had held, limits the ability of investors to value and to sell their shares in the firm 

(Fränkel p.72).27  

                                                           
26 One might think a cooperative would work, as well. Again, until 1889, German cooperatives had to have 
unlimited liability. More importantly, a cooperative has “variable capital” in the sense that when a member leaves, 
the cooperative has to refund his shares. A corporation locks-in capital, and thus is more appropriate to an enterprise 
that needs to purchase and operative expensive machinery. 
27 The issue comes up repeatedly in the Begründung.  It is raised in a general sense (p.29) and then twice in the 
context of the sugar-beet cases.  As a matter of fact, the GmbH did become a popular form for private firms (as 
opposed to cooperatives) that processed agricultural commodities. One argument for cooperatives in rural areas is 
that they obviate hold-up problems; if local farmers undertaken sunk investments to produce, for example, beets, 
then the processor can capture the value of those investments through ex post reductions in the prices paid to 
farmers. This argument requires that the processing technology have fixed costs high enough to make local 
competition for inputs impractical. 
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Oechelhäuser stressed perhaps the broadest version of the gap argument. Like others, he thought 

the 1884 Act had gone too far. But rather than discuss the specifics of company law, he stressed the 

(alleged) implications for the German economy. Every year, he thought, German capital and labor left 

Germany and showed its value elsewhere. A business form better suited to the needs of the day, he 

thought, could keep capital and labor at home at home.28 

 

Colonial enterprises 

 The call for a new enterprise form also became part of the discussion of Germany’s colonies. 

Enthusiasm for colonies ran high, and many saw the development of commerce in the colonies as central 

to German imperial goals. From the outset most Germans involved with colonial policy intended to make 

German colonies at least pay for themselves, a demand that put pressure on colonies to develop 

commercially. The 1884 law put those German firms in an awkward position: they needed to raise capital 

on German capital markets, but were usually not large enough to justify the reformed corporate form. A 

partnership in which some owners were in Germany and others in Africa (for example) posed its own 

problems. In the 1880s a number of firms took the unusual step of organizing themselves under Prussia’s 

own (Land) code, the Allgemeine Landrecht, which permitted the executive to charter corporations 

outside the strict provisions of the 1884 Reich law. But neither the Prussian government nor business saw 

this as a good solution, and in 1888, as part of a more general law governing German colonies, the Reich 

adopted measures that allowed the upper federal chamber (the Bundesrath) to create corporations in 

German colonial territories that would not have to adhere to the 1884 Reich corporations act. 

 

Competition with British firms 

 A final impetus for the GmbH’s creation comes from increasing commercial rivalry with Britain. 

German observers cast a disapproving eye on the use of the Companies Acts in the United Kingdom. The 

                                                           
28 His remarks were at the 11th meeting, 24 March 1884, pp.220-2. He came back to the same points in the final 
debate on the 1884 Act (44th meeting, 28 June 1884, p.1149). 
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Acts allowed general incorporation without a minimum share value and without many of the expensive 

formalities required of German corporations. British firms with share values of £1 were common, and 

companies with share value of 1s. were not unknown. A British with seven, 1s shares had a total 

authorized capital equal to about 1/5000th of that required for a German corporation.  

 

4. From proposal to legislation 

One can locate musings about the idea of a new enterprise form earlier, but the first well-known 

suggestion for something like a GmbH came in Ludolf Parisius (1876)’s analysis of German cooperative 

law. Parisius, a major figure in the successful German cooperative movement, simply refers to the 1865 

Prussian mining law, which codified a flexible sort of corporation (Bergrechtliche Gewerkschaft) 

specifically for mines, and remarks that in the coming years, the Reich will want to use the mining firm as 

the basis for a new enterprise form for firms that are not mines. Parisius’s account came as part of a 

discussion of the legal status of cooperatives and their connection to the business code. He had reason to 

worry about the legal status of small enterprises, because most cooperative members ran such enterprises. 

Note the timing: Parisius wrote before the 1884 Act, but after the stock-market bubble of the early 1870s. 

Oechelhäuser back up these demands with a pamphlet outlining what he thought the new legal 

form should be. In his view, the business code should simply allow two kinds of partnerships: the OHG 

currently in the code, and a version of the OHG in which all partners had limited liability.29 Hammacher 

weighed in soon after. His draft law differed from Oechelhaeuser’s in important ways, and the GmbH law 

bears a closer relationship to Hammacher’s ideas than the Oechelhaeuser’s. The Hammacher proposal 

modeled the GmbH on the Gewerkschaft codified in the 1865 Prussian mining code, as Parisius had 

proposed. 

                                                           
29 Oechelhaeuser’s proposal very much resembles the Pennsylvania Partnership Association. We know that he spoke 
English (he was the head of the German Shakespeare society) and that he visited the United States at least once, in 
189x. It is entirely possible that he was aware of the Pennsylvania law and draw some inspiration from it. But he 
does not say so in his writings, and, as noted above, it is possible that he modeled his reform on some other 
approach, or came up with it independently.  
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Official reaction to Oechelhaeuser’s  and Hammacher’s proposals was at first muted, but by 1889 

the government had begun a full-scale process of consultation that quickly led to a draft law. The Reich 

Office of Justice began to consider a new law by circulating a request for comment to the several German 

Handeskammern asking fairly open-ended questions about problems with the current law of business 

enterprises.30 The result was generally positive (51 agreed with the need for a new form, 20 opposed it) 

with some suggestions that would imply a form quite different from that enacted in 1892. The 

government then drafted the GmbH legislation and printed this draft, along with a detailed justification 

(Begründung) for the proposed act.31 The reasons raised in the Begründung echo the discussion . More 

informative is the Begründung’s discussion of the specific features created for the new form. In 

explaining the limitations of partnership forms, the document stresses the ability of partners to withdraw 

from the firm, making long-term commitments by investors difficult (German Reich 1891, p. 26).The 

Begründung explains several provisions of the GmbH law as efforts to reduce the problem of minority 

oppression. For example, §54 requires that if the GmbH increases the obligations of any owner, that 

owner has to agree to the change. The requirement that owners be able to sell their shares is defended as 

necessary to the rights of (personal) creditors as well as on the grounds of avoiding minority oppression 

(p.36, 60). The Begründung also defends on these grounds the provisions that forbid permanent 

managers. A manager who could never be fired raised the possibility of a minority owner who ran the 

firm (p.88). The GmbH’s ability to craft complex voting rules is also contrasted to the corporation’s 

(p.96) on these grounds. 

 

5. Timing: the role of the 1884 Corporations Act 

                                                           
30 Handelskammer is usually translated “Chamber of Commerce.” But the German institution is more important: 
business of certain types and sizes were required to belong to their local organization, and this body was part of a 
long-standing mechanism for consultation on questions affecting the business community. 
31 There are hints, but little more than hints. Levin Goldschmidt, for example, was perhaps the most influential 
business lawyer of the day. In his analysis of the problems with corporate law, which was part of the debate leading 
to the 1884 Act, he stresses his dissatisfaction with the current law governing partnerships, and then remarks that he 
had hoped for a complete revision of the business law that would permit the interpolation (Einschiebung) of an “in 
between form” between the corporation and partnership. But he does not elaborate. 
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 Thumbnail accounts of the GmbH’s creation tend to mention the 1884 Act as the triggering force. 

We accept that the 1884 Act exacerbated the perceived problems with Germany company law, and 

probably forced the government to Act. But the 1884 Act did not mark the first appearance of the gap 

argument. We have demands such as Parisius’s, discussed above. Second, discussion of colonial 

companies had become extensive by 1880. In addition, internal evidence shows that the government 

appeared convinced of the new for reform even during the passage of the 1884 Act. The eight-year delay 

between the 1884 Corporations Act and the 1892 GmbH reflects other demands on the Justice Office 

(including the 1889 Cooperatives Act), not a lack of conviction. 

 

6. Opposition to the GmbH 

 Many German lawyers of the day opposed the GmbH’s enactment. Some argued that the business 

code’s purpose was to codify practice and not to create new business forms. Many academic treatises in 

German business law base their reasoning on the business forms that supposedly were the historical 

antecedents of the several partnership forms. Discussions of the corporation differed slightly, but the 

premise was often the same: the business law should simply clarify and standardize the rules that formed 

the basis for actual practice. The GmbH was dismissed as a “creation” (Schöpfung) of the legislature and 

as such outside the logic of the law.32  

Another line of attack was similar, arguing that the GmbH was incoherent, in that it mixed principles 

of partnership law with those of corporation law. Even today legal textbooks express displeasure on these 

grounds.33 In its early years, observers tended to explain the GmbH as a sort of partnership with 

                                                           
32 The attacks on the GmbH on these grounds were sometimes mixed in with attacks on a hybrid form, the GmbH & 
Co KG. This form is a limited partnership in which the general (unlimited) partner is a GmbH instead of a natural 
person. Hybrids of this form were first permitted by a court decision and not written into the statutes until much later 
– another example of the way the strict distinction between common and civil law does not fit reality on the ground. 
Other hybrids also exist; the parent company for Merck today is a OHG & Co KGaA. There are two distinct reasons 
for the hybrids. One is taxation; today, the tax law creates incentives for all profits to be paid out to the limited 
partners, who in many cases are also the owners of the GmbH. There can also be governance reasons for these 
hybrids. Many films are produced by a GmbH & Co KG in which the limited partners are distinct from the GmbH’s 
owners. Adding more limited partners is less costly than adding new owners in a GmbH, and the legal rules make 
clear that the limited partners have no say over the firm. 
33 See the discussion in Schmidt (2002), which is a leading discussion of enterprise law today. 
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additional rights, namely, those of limited-liability for all investors and the “lock in” features of a joint-

stock firm. This view stands in stark contrast to the approach Britain took with its Private Limited 

Company (1907); the legislation there starts from the corporation and essentially creates the PLC as a 

special class of corporations that have agreed not to trade their shares publically.34 This critique was 

definitely true; the GmbH has some features clearly borrowed from corporations along with others 

borrowed from partnership law. But that was the point. 

Another criticism voiced before the law’s enactment became louder in the first few decades of the 

form’s existence. Many worried that a relatively small firm with limited liability for investors was an 

invitation to fraud and other abuses. This concern reflects both the experience of the 1870s and a broader 

unease with legal mechanisms that might limit the rights of creditors.35 Bähr (1892)’s widely-cited attack 

on the GmbH reflects worries about limited liability in general, but notes that the corporation law of 1884 

had introduced strictures that limited the firm’s ability to abuse outside creditors. Like many German 

writers, Bähr acknowledges that informed lenders had little to fear from the GmbH, but argues that 

“Dummen” required protection. Perhaps a more important question was trade credit; Bähr notes that many 

firms had to grant credit to customers just to do business. Observers quickly noted that the GmbH was 

more likely than the AG to end up in bankruptcy, although there was considerable debate over which 

type’s creditors actually fared better.36 Critics claimed that the creditors of a KG or OHG were protected 

by the incentives implicit in unlimited liability, while creditors of the AG were protected by that corporate 

form’s reporting requirements. I know of no empirical study that would really establish whether creditors 

feared the GmbH, but the arguments made shed light on the law’s provisions. The Act is very concerned 

that the firm’s dividend payments not reduce the Stammkapital. The law also anticipates the problems of 

capital contributions that are paid in kind (that is, as land, or stock from an earlier business) and the 

                                                           
34 Similarly, U.S. accounts tend to claim that the GmbH is just a “close corporation.” This is not strictly true today, 
even though the usage of the two forms has converged. It was not true in any sense in the period in question. 
35 Falkenhausen and Steefel (1961, pp. 418) note that “German courts generally see their most important task in the 
field of company law to protect corporate creditors.” [sic] 
36 Lindemann (1911) estimates the proportion of all firms of a given form that were in bankruptcy in 1906. He 
concludes that about one in 200 corporations were bankrupt in that year, compared to about 1 in 75 GmbHs. Much 
of the difference reflects a few sectors that have almost no corporations, such as business in the hospitality industry. 
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valuation of such contributions. Contemporary discussion suggests that some lenders were leery of the 

GmbH, at least at first. Sometimes the firm’s owners were asked to sign personal pledges to guarantee a 

loan to the firm, in effect waiving the limited-liability nature of their firm. Greulich (1906) notes that 

many of the largest German banks had lent to GmbHs by the time he wrote, but the borrowers he lists are 

relatively large firms, and he does not say how many of these firms were forced to pledge the additional 

security such as the personal assets of owner. 

 

7. Later developments {under construction} 

 The GmbH became more popular when a Bavarian court first permitted the use of mixed forms 

such as the GmbH & Co KG. In this form, the place of a natural person as unlimited partner in the limited 

partnership is taken by the GmbH. The form has two advantages. First, it allows a form of limited 

partnership in which all owners have limited liability. (In a limited partnership, the general partner must 

have unlimited liability). Since the general partner (here the GmbH) is a sort of “dictator,” there is no 

question about who is in charge. Some legal manuals suggest this hybrid form as a way of giving 

ownership shares to relatives and others not directly involved in the firm, without losing control. Second, 

partnerships do not pay enterprise taxes. Such taxes were low before World War I, but were increased 

considerable after. Investors could create a GmbH & Co KG in which most or all of the come was 

attributed to the limited partners, thus minimizing or eliminating the enterprise tax levied on the GmbH. 

In this case the limited partners and the GmbH’s owners would be the same individuals. 

 

8. Foreign influences? {under construction} 

 The last few decades of the nineteenth century witness considerable international economic 

competition and with it interest in how business affairs worked in other countries. We have seen how to 

many Germans, British company tolerated unfair evasions of general organization principles. This raises a 

broader question; to what extent does the GmbH reflect foreign influences? One could say the British 

example is an entirely negative influence. After considerable investigate, I have to conclude at least 
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provisionally that the GmbH does not reflect much foreign influence other than the British. Several 

countries created legal forms with names like “limited liability company,” but on close inspection these 

entities turn out to be modeled on the French corporation type of that type enacted in 1862. The French 

legislation simply allowed general incorporation for relatively small firms, and was not really analogous 

to a GmbH. Another possible line of influence comes up with the Pennsylvania “partnership association” 

created in 1874 (Guinnane et al 2007, p.716). This legal form was essentially a partnership in which all 

owners had limited liability, and was thus remarkably similar to Oechelhaueser’s proposal for the GmbH. 

Oechelhauser spoke good English (he was the head of the German Shakespeare society) and later visited 

the United States, but there is no direct evidence that he was aware of the Pennsylvania law. In any case, 

neither he nor anyone mentions any foreign model in the various parliamentary and pamphlet discussions 

of the GmbH. 

 The GmbH did exercise considerable influence on other countries once created, however. Some, 

like Austria, enacted nearly identical forms. Others (like France) created forms that resemble the GmbH 

in many respects, but deviate in important ways. Discussions of the French SARL show that its creators 

were acutely aware of how GmbHs worked, not least because of them many GmbHs operating in Alsace 

and Lorraine when France took the two provinces back in 1919. In other countries, such as Spain, the 

GmbH had its admirers, and while the legal form eventually created might differ considerable from the 

GmbH, the German form was a frequent touchstone in the discussion. 

 

9. Provisional conclusions {under construction} 
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Figure 1.  Distribution of New Firms Among Multi-Owner Organizational Forms:  Prussia, 1867-1932 

 

 

 

 

 

 

 

 

 

 

 
Sources and Notes:  Data were compiled from the Königlich preussischer Staats-Anzeiger (until 
1871) and the Deutscher Reichsanzeiger und preussischer Staatsanzeiger (after 1871). We 
counted every new firm announced by a commercial registry in Januaries of the years reported. 
Note that the source pertains to Prussia only. 
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Notes: from the census of industry for the relevant years. Firms covered here are Gewerbe (roughly, 
industry and selected artisanal activities) plus transportation, commerce, and insurance.   
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See notes to figure 2  
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See notes to figure 2 

 

0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00%

Mining

Bricks and ceramics

Metal processing

Machinery

Chemicals

Textiles

Distribution

Insurance

Transport

Figure 4: Percentage of "all" workers employed  
in GmbHs, by sector, 1895-1925 

1925 1907
1895




