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Interstate Competition and Development of U. S. Corporate Law
Yang Chengliang

Abstract: The United States has experienced two rounds of interstate competition for corporate
charters initiated by New Jersey and Delaware respectively. The first round started in the 1880s and
reached its climax in the 1930s. This round of competition was accompanied with reforms of liberalizing
state corporate laws and resulted in the transformation of the state corporation statute from a device to
control into an enabling act. The second round commenced in the 1960s and has lasted till now. In
addition to anti — takeover laws this round of competition has promoted large expansion of indemnification
and liability insurance for directors and officers and induced clauses eliminating or limiting their
liabilities which made a pro — management tilt of U. S. corporate law. Lots of people dislike the
consequences of the competition and they have tried several ways to remove the roots of competition
including proposing federal incorporation law enforcing uniform state law and confining the internal
affairs doctrine. But their efforts had little effect leaving the competition going on.
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