Principals and Agents: The Crown Agents for the Colonies
1880-1914

The Office of the Crown agents acted as the UK commercial and financial agent of
the Crown colonies, supplying all non-locally manufactured stores, organising the
provision of external finance, supervising the construction of infrastructure, and
performing various personnel services. Although under the supervision of the colonial
Secretary, who appointed the Agents and fixed their salaries, the Office, through a
system of charges for work done, was financially and administratively independent of

the government.

The thesis examines the Office from the perspective of principal-agent theory. It is
érgued that the Agents at the start of the Iieriod maximised their self-interest through
the provision of a quality, but costly service, which reduced the likelihood of colonial
criticism and the reorganisation/closure of the Agency, and increased its commission
income. As they had difficulty monitoring costs and the loss suffered was relatively
small when compared to the potential cost of the supply of poor quality goods/pu'inC
works, both the Colonial Office and colonies tolerated the Agents’ behaviour. In the
late 1890s, however, the situation changed. A fall in the Office’s receipts led the
Agents to become more concerned with the maximisation of income. They thus began
to use their advice to the Colonial Office to influence policy for their own benefit. As
a result, costly and uneconomic railways were constructed, the price of purchases rose
still further, and high cost loans were issued. The colonies, whose interests were
threatened by the Agents’ behaviour, increasingly lobbied the Colonial Office to take
action, and in 1908 the Secretary of State set up an enquiry that led to widescale

reorganisation of the Agency.



Abstract

The Office of the Crown Agents acted as the UK commercial and financial agent of
the Crown colonies, supplying all non-locally manufactured stores required by colonial
governments, organising the provision of external finance, supervising the construction
of infrastructure, and performing various personnel services. Its importance lies in the
vital role it played in colonial economic development and in its unique relationship
with the UK government and the compulsory nature of its services. Although under
the supervision of the Secretary of State for the colonies, the Office was financially
and administratively independent of the government, covering its expenditure through
a system of charges. Moreover, despite the prevailing ethos of laissez faire and free
trade, the colonies were forced by colonial regulation to purchase goods from the
Agency, and were prevented by the Colonial Office from performing any of its other

services themselves.

Until the present, little has been written about the Agents, in part because of a
misconceived belief that there is little source material available. In fact, although much
of the Office’s archive was destroyed in the late 1960s, many files survive. The most
important papers were retained by the Agency, and a large number of files had
previously been transferred to the Public Record Office or mistakenly lodged in the
Agents’ Liverpool store and thus escaped destruction. Furthermore, the vast majority
of the Agents’ correspondence with the Colonial Office and colonies is still available,
though scattered and difficult to access, in the Colonial Office correspondence files
at the PRO. Relevant accounts, papers and correspondence are also held by the Bank

of England, the National Westminster Bank, the British Museum and a number of

other institutions.

A second reason for historians’ neglect of the Agency is the belief that it performed
its duties effectivevly and efficiently, and played only a technical role in colonial
development. L.H. Gann and P. Duignan, for example, conclude that the Agents

performed ’their tasks well and effectively’.' L.E. Davis and R.A. Huttenback

' L.H. Gann and P. Duignan, The Rulers of British Africa 1870-1914 (Stanford, 1978), p. 70.



estimate that the Office’s purchasing monopoly netted price reductions of
approximately 10% and its handling of colonial loans reduced flotation costs by 1%.!
While, although R.M. Kesner and JM. Carland accept that the Agents might
occasionally have ’entered into disputes on policy implementation’, both reject the
possibility that they had a major influence on policy decisions.” The thesis challenges
this view, arguing that the Agency, through its technical advice, greatly influenced
policy. and that, though it provided a far superior service to the one that would have
been available if the colonies or Colonial Office had performed its role, its work still

left a great deal to be desired.

The Agency is examined from the perspective of principal-agent theory, which
assumes that all agents are self-interested and wish to maximise their welfare through
the provision of less than maximum effort or fraudulent behaviour. Principals therefore
have to guard against adverse selection, the capacity of agents to hide information
prior to signing a contract, and moral hazard, the tendency of agents to pursue
interests incompatible with those of their principals after a contract is signed. Both
problems can be countered through the adoption of various strategies. Principals can
recruit only those agents whose abilities can be easily discovered, pay a premium
above the market rate for their services, which increases the cost of dismissal for
opportunism/shirking, and closely monitor their actions. Similarly, a network of trust
can be established through the creation of interlocking obligations and commitments,

and agents can be required to provide sureties, which again increase the cost of

opportunism.

The Crown Agents were at the centre of a number of principal-agent relationships.
The Agency was an agent of the Colonial Office and colonies, and the principal of its
staff and its suppliers and service providers, who also acted as principals. The thesis

argues that the Agents maximised their self-interest through the provision of a quality

' L.E. Davis and R.A. Huttenback, Mammon and the Pursuit of Empire (Cambridge, 1986), p. 188.

2 R.M. Kesner, ’Builders of Empire: The Role of the Crown Agents in Imperial Development 1880-1914°,
Journal of Imperial and Commonwealth History, V (1977), p. 326; J.M. Carland, The Colonial Office and Nigeria
1898-1914 (London, 1985), p. 201.



but costly service, which reduced the likelihood of colonial criticism and the
reorganisation/closure of the Agency, and increased its commission income. On a
more personal level, the individual Agents acted in their own self-interest, employing
relatives and friends as staff and service providers and taking directorships in the
Agency’s insurance company. Until the late 1890s, the Agents’ self-interested actions
were compatible with the interests of their principals and thus did not constitute moral
hazard. Both the Colonial Office and colonies had difficulty monitoring costs, and,
when this was not the case, tolerated the greater expense as the loss suffered was
relatively small when compared to the potential cost of the supply of poor quality
goods/public works. As regards the Agents’ nepotism and directorships, the colonies
were unaware of their existence and the Colonial Office turned a *blind eye’, realising
that such practices minimised staff/service provider adverse selection/moral hazard and
reduced the likelihood of major Agent fraud. In the late 1890s the situation changed.
The Agents receipts fell and they became more concerned with the maximisation of
income than with the provision of quality. They thus began to use their advice to the
Colonial Office to influence policy for their own benefit. As a result, costly and
uneconomic railways were constructed, the price of purchases rose even further, and
high cost loans were issued. The colonies, whose interests were threatened by this
behaviour, increasingly lobbied the Colonial Office to take action, and in 1908 the

Secretary of State set up an enquiry that led to the widescale reorganisation of the

Agency.

The thesis is divided into an introduction, seven chapters and a conclusion. After a
short history of the Office from its formation in 1833 to 1880, the first chapter
describes how the Colonial Office and Crown Agents attempted to limit respectively
Agent and staff adverse selection and moral hazard. Both carefully recruited and
monitored their agents, required them to provide bonds, and, with varying degrees of
success, attempted to build networks of trust. However, whereas the Crown Agents
received high salaries, their staff obtained wages slightly below those paid to civil
servants completing similar work, though they received higher pensions, more
generous life insurance and various bonuses. Free from the constraints of government,

the Agents also recruited many of their clerks from amongst friends and relatives, thus



reaping the economic advantages of nepotism.

Chapter two examines the Office’s purchasing role. It is shown that many colonies
circumvented the Agents’ monopoly of government supply and bought large amounts
of goods from merchants. Wishing to maintain good relations with governors, the
Agents ignored their infringements until the late 1890s, when, needing to maximise
their income, they began to strictly enforce the regulation. The goods purchased by
the Agents were relatively expensive. In theory, materials were bought through
competition. In reality, many were obtained directly from a limited number of
manufacturers who could be relied upon to supply good quality articles, but charged
high prices. The Agents also bought from merchants and were reluctant to acquire
materials in bulk, in advance of needs, or from foreign suppliers, which again led to
high prices. Costs were further increased by their relatively high purchase commission,
the labyrinthine inspection procedure, and the high fees paid to their shipping agents
and solicitors, who were relatives of Agents. In addition, they negotiated relatively
poor shipping rates, and paid their insurance company, of which from 1899-1904 the

Senior Agent was a director, high premiums.

The Office’s financial activities can be split into two' broad areas - the provision of
external finance and the investment of colonial funds lodged in the UK. The Agents
provided Crown colonies with external finance in four ways. They publicly and
privately issued colonial London loans, organised the conversion of issued
debentures/stock, provided colonies with overdrafts and short-term loans from colonial
UK balances and banks, and, from 1899, administered colonial Treasury loans. For the
Agents, the successful flotation of loans was of vital importance, as the issue and
management commissions provided a large part of their income. The loan proceeds
also financed infrastructure construction on which they depended for much of their
workload and status, and, if not immediately required by the issuing colony, could be
lent to other colonies for the finance of UK purchases/construction projects, which
again benefitted the Agency. Chapter three describes the methods adopted by the
Agents to ensure the successful flotation of public loans, and how, by allowing their

brokers to purchase large blocks of each issue, they prevented City institutions using



stock holdings to manipulate the price of future loans. The chapter also discusses the
other methods by which colonies were provided with external finance, Colonial Office
and colonial monitoring of the Agents’ activities, and the fees charged by the Agents

for their services.

The following chapter continues the financial theme and examines the provision of
external finance during the period 1898 to 1914, and the Agents’ investment activities.
Anticipating cheap Treasury loans, Chamberlain in 1898 ordered the Agents to halt
all issues and meet colonial construction expenses through short-term loans. In the
event, the Agency decided that the Treasury loans offered should largely be rejected,
partly because of the Treasury’s insistence that they should incorporate a lien on the
borrowing colony and carry a relatively high interest rate, but mainly because
acceptance would have carried a real and opportunity cost for the Agents. The Agency
would have had to receive, pay the interest and redeem the loans for no reward, and
would have lost the fee and associated commissions earned from raising the capital
required on the market. The rejection of the loans left the Agents in a quandary. A
large proportion of colonial UK balances had already been advanced, and the Boer
War-induced market collapse prevented them from turning to the City for funds. They
consequently began to finance colonies with colonial contributions to UK investment
Funds, the proceeds of sales of Fund securities, and, in West Africa, private money.
Thankfully for the Agents, by late 1901 the market had recovered sufficiently for them
to again issue loans. It was discovered, however, that there was little demand for the
backlog of stock offered. To increase subscription they therefore began to issue fixed
price loans and short-dated debentures convertible to inscribed stock, which offered
extremely generous terms; arrange for Bank of England purchases of stock; and
bought portions of loans themselves. Their efforts, however, had little effect on
subscriptions, with the result that the Colonial Office, dissatisfied with their

performance, increasingly began to intervene in their activities.

The remainder of the chapter assesses the success with which the Agents invested
colonial current account surpluses and contributions to UK colonial Funds. Generally,

they followed a low risk investment strategy, depositing current account surpluses only



with the Bank of England and London and Westminster Bank, and placing investment
Fund contributions in safe, largely colonial, stock. To avoid capital losses during
market falls, Fund securities were sold either to other Funds that belonged to the

selling colony or, if this was not possible, to a Fund held by another colony.

The proceeds of loans were largely spent on infrastructure construction, which was
supervised by the Office. At the start of the period the majority of works were built
by contractors and private firms. From the late 1890s, however, the Agents preferred
the department system, under which projects were constructed by their own consulting
engineers, who, in the case of the West African railway engineer, was a relative of the
Senior Agent. The system ensured that all materials were bought by the Office, and
supposedly increased the likelihood that cheap, good quality works would be
constructed. In fact, the works built, largely West African railways, were relatively
expensive, of poor quality, and often uneconomic. The consulting engineers provided
the surveying information used by the Colonial Office to determine whether projects
should go ahead and the standard of construction to be adopted, and, if it was decided
that construction should be allowed to commence, built the lines. In order to maximise
their incomes they underestimated the likely cost of works, overestimated expected
returns, and supported the construction of high standard railways. The system was also
naturally expensive and did little to encourage good quality work. Chapter five
describes the drawbacks of the system in detail and Colonial Office experiments with

contractors, private construction, and, from approximately 1911, colonial Public Works

Departments.

The following chapter concentrates on the Agents’ personnel and miscellaneous duties.
Their personnel role involved the recruitment of colonial technical officers, the
payment of colonial service pensions and some salaries, and the arrangement of the
transport of colonial officers, troops and indentured labour. Although theoretically
recruited by the Agents, technical officers were generally selected by the Agents’
consulting engineers, who charged relatively high fees for the service. Partly because
of poor colonial employment conditions, but largely because of the engineers’

incompetence many of the men employed proved to be unsuitable, and some W.



African colonies attempted to replace their European staff with W. Indians, Indians
and even black Americans. The Agents’ organisation of transport for indentured labour
was more successful, though equally costly. To ensure the provision of a good service,
competition for shippers was limited; ships underwent a stringent inspection process
before sailing; surgeons, who also acted as the Agents’ representatives, were appointed
for each voyage; and the survival of passengers was directly related to the shippers’

and surgeons’ remuneration.

Chapter seven traces the events that led to the Secretary of State’s 1908 decision to
hold an enquiry into the Agency. The Colonial Office, at first, was opposed to any
investigation, pointing out that the replies to a 1901 Colonial circular requesting
governors” views on the Agents had generally been supportive. From 1906, however,
their opposition weakened. Press, Parliamentary and colonial criticism of the Agency
increased and began to threaten the position of the Colonial Office. Moreover, in
1906, Winston Churchill, an arch opponent of the Agents, was appointed colonial
Parliamentary Under Secretary and began to pressure his colleagues for the
establishment of an enquiry. Ironically, immediately after they had acquiesced,
Churchill was moved to the Board of Trade. In his absence, the Colonial Office,
wishing to avoid scandal and merely legitimise a reorganisation of the Agency,
severely restricted the terms of the enquiry and selected as committee members and
witnesses men likely to be sympathetic to the Agents. Not surprisingly, the committee
concluded that thé Agency performed its work effectively, but nevertheless
recommended widescale reorganisation, which, on the resignation of the Senior Agent
in protest, was carried out by his replacement, the former Under Secretary of State,
who implemented further changes. The thesis concludes with a reassertion of the main
arguments of the study and an assessment of its contribution to principal-agent and

Imperial theory and to the debate on the activities of present day aid agencies.
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Introduction

The Office of the Crown Agents for the Colonies was formed in 1833, and acted as
the UK commercial and financial agent of, at first, both self-governing and dependent
colonies, and, from 1880, the dependent Crown colonies and protectorates (Table 1,
Appendix 1). It supplied all non-locally manufactured stores required by colonial
governments, who were precluded by colonial regulation from purchasing such goods
themselves; organised the provision of external finance; supervised the construction
of railways, harbours etc; and performed various personnel services, such as the
payment of pensions and some salaries. Although under the supervision of the
Secretary of State for the colonies, who appointed the Agents and fixed their salaries,
the Office was financially -and administratively independent of the government.! It
covered its expenditure through a system of charges for work done, transferring any
surpluses to an invested Reserve Fund, which met pension costs and financed deficits;
recruited its own staff from outside the civil service; and was given a wide latitude
by the Colonial Office (henceforth CO) as to how it conducted its business.2 Much
of its work was completed in-house, but other tasks were undertaken by third parties.
The Agents employed a shipping agent, a packing company, a solicitor, consulting
engineers (henceforth CEs), and a broker. *’Outsourcing’ enabled the Agents to relieve
themselves of some of the financial liability for the work undertaken, and, where the

demands for the services supplied were small, reduced costs.’

The activities of the CAs have been relatively disregarded by historians, owing to a

perceived paucity of source material and a belief that they played only a technical role

! Until 1880, the Office was also under the control of the Treasury.

2 The Agency charged a 1% commission on all purchases, various commissions for its financial services,
and a set annual fee for the payment of colonial service pensions and various other duties. A number of tasks, such
as the supervision of infrastructure construction and the arrangement of transport for Indian indentured labour, were

not remunerated.

3 PP 1909, xvi (Cd 4474) (henceforth PPE), q. 350, 353.
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Table 1: Area, Population, and Public Expenditure of the Crown Colonies and
Protectorates Served by the CAs, Responsible Government Colonies and British India
1881 and 1911!

Population
(m)

Per Capita
Public
Expenditure

Population
(m)

Per Capita
Public
Expenditure

® ®

Crown . 1.1 0.49
Colonies/
Protectorates

Responsible
government
colonies

British India 198.791 . 244.221

in Crown colony development.” The thesis seeks to redress this neglect, and to
provide a detailed account of the work and development of the Agency from 1880,
when it lost its self-governing colony work, to 1914 and the completion of the
reorganisation initiated by the 1908 enquiry into the Office. In particular, it aims to
determine the extent to which the Agents contributed to colonial policy, and to
discover whether, as all the commentators on the Agency contend, they performed
their work effectively and efficiently and thus had a beneficial affect on Crown colony

development.

The Agency is examined from the perspective of principal-agent theory, the
fundamental assumptions of which are that all individuals are self-interested, that is
they will seek to maximise their own welfare, and that some individuals will,

occasionally, act opportunistically and attempt to improve their well-being through

! P[arliamentary] P[aper] 1892, Ixxxvii (C 6719); PP 1916, xxxii (Cd 8329). Public expenditure totals
include gross expenditure and expenditure on public works. The 1881 Crown colonies/protectorates population total
excludes the Gold Coast, for which no figures are available.

2 The Office is discussed in A.W. Abbott, A Short History of the Crown Agents and their Office (for private
circulation, London, 1959); L.E. Davis and R.A. Huttenback, Mammon and the Pursuit of Empire (Cambridge,
1986), pp. 183-88; R.M. Kesner, *Builders of Empire: The Role of the Crown Agents in Imperial Development
1880-1914° Journal of Imperial & Commonwealth History, V (1977), 310-29; R.M. Kesner, Economic Control and
Colonial Development (Oxford, 1971); Vincent Ponko Jnr, ’Economic Management in a Free Trade Empire: The
Work of the Crown Agents for the Colonies in the Nineteenth and Early Twentieth Centuries’ Journal of Economic
History, 31 (1966), 363-77; and L.H. Gann and P. Duignan, The Rulers of British Africa 1870-1914 (Stanford,

1978), pp. 65-70.



guile.! In all principal-agent relationships there is therefore a danger that the agent
will take advantage of the principal through the provision of less than maximum effort
or through fraudulent behaviour. Such a threat particularly exists in situations of
asymmetric information, where the principal is not as well informed as the agent, and
in conditions of uncertainty, when the output of an agent cannot invariably be linked

with inputs or effort.

Where asymmetrical information and uncertainty are present, principals face two
problems: adverse selection and moral hazard. Adverse selection arises from the
capacity of agents to hide information, especially about their ability, from principals
prior to signing a contract. Moral hazard is the temptation for agents to pursue their
own interests that are incompatible with those of their principals after a contract has
been agreed. Moral hazard can, in turn, be split into two categories: moral hazard with
hidden action, which occurs when a principal is unable to judge the agent’s effort
level, and moral hazard with hidden information, where the agent obtains better
information than the principal, which he uses for his own purposes. Both adverse
selection and moral hazard can be countered through the adoption of various
strategies. Principals can recruit only agents whose abilities and honesty can easily be
discovered, a measure known as targeted recruitment; pay them a premium above the
market rate for their services, which increases the cost of dismissal for
opportunism/shirking; or closely monitor their activities. Similarly, a network of trust
can be established with the agent through the creation of inter-linking obligations and
commitments, and the agent can be required to provide sureties, which, retained if he

is discovered acting fraudulently, again increase the cost of opportunism.

The CAs were at the centre of a number of principal-agent relationships. The Agency
was the agent of the CO and the colonies (who themselves had a principal-agent

association), and the principal of its staff, and its suppliers and its service providers,

! Principal-agent theory is described in Richard J. Zeckhauser and John W. Pratt, Principal Agent Theory
(Boston, 1984); Richard M. Kreps, A Course in Macroeconomic Theory (London, 1990), chapters 16 and 17; and
Paul Milgrom and John Roberts, Economics, Organization, and Management (New Jersey, 1992), chapters 5 and

6.



who also acted as principals. It owed its existence to the CO’s wish to minimise
colonial moral hazard with regard to expenditure and finance, which could lead to
colonial financial mismanagement and force the Office to seek Treasury aid, and thus
allow Treasury and Parliamentary intervention in its policy-making. By forcing the
colonial governments to obtain all non-locally produced goods through the Agents,
who monitored all requisitions, passing those without Imperial authorization back to
the Secretary of State, and giving the Agents control over the construction of
infrastructure, the CO prevented colonial overexpenditure. Likewise, the issue of all
London loans through the Agents, who also arranged short-term loans from banks and
colonial UK surplus funds, prevented colonies raising finance without CO knowledge.
To provide the Agents with an incentive to ensure that all goods/loans were
purchased/issued through them and monitored, the CO set purchase/issue fees that took
the form of a commission on the value of the goods supplied or loans issued. In the
case of purchases, however, the Agents, until the late 1890s, failed to completely
enforce the monopoly regulation, as the monitoring of colonial purchases was difficult

and costly, and strict enforcement could lead to poor relations with colonies.

Use of the Agency had other advantages for the CO. The Agents firstly reduced the
likelihood of inefficient service provision, which would increase colonial complaint
and the CO’s workload, and minimised the possibility of fraud, which could damage
the standing of the Colonial Secretary, and, by weakening the legitimacy of British
rule to both the ruled and rulers, make his work more difficult. It was far easier for
the CO to monitor the activities of one British agency than those of many agents, most
of whom would operate from the colonies. While, based in London and with much
accumulated experience and knowledge, the Agents could, in turn, deal more
effectively than separate colonies with the adverse selection/moral hazard of suppliers
and service providers. Furthermore, their economies of scale and standardisation acted,

in principle, to ensure the supply of quality goods and services at a low cost and with

little delay.

Secondly, the use of a single service supplier helped to bind the colonies together, and

4



the Agents’ UK location inclined them to buy British goods. In addition, the Agency’s
quasi-independent status, allowed the CO to push forward development projects
without Treasury or Parliamentary scrutiny and interference, reduced their
responsibility for the services provided, and enabled officials to exercise patronage
through the recommendation of candidates for CA clerical posts. The existence of the
Agency also enabled the CO to avoid taking on the Agents’ role themselves. British
government provision of colonial UK services would have been costly, difficult, and
ineffective. The CO lacked the necessary resources, skills, and inclination to undertake
the work; its issue of colonial loans would have given such borrowings an implicit
Imperial guarantee; and colonies would have been reluctant to accept its adoption of
the role, which would have been viewed as an attack on their independence of action.
Moreover, the CO would have found it difficult to adopt any of the discretionary
practices, such as uncompetitive purchase and nepotism, successfully used by the

Agents to minimise agent adverse selection/moral hazard.

Although, through the use of the Agents, the CO avoided colonial moral hazard, the
problem of behaviour incompatible with British government interests remained. The
Agents had a far greater knowledge of each service area than the CO, but less
information than their suppliers, service providers, and, to a lesser extent, their own
staff. Similarly, the output of neither the CAs nor their agents could be invariably
linked with input or effort. The Agency was consequently ’particularly open to
corruption’.! The Agents’ quasi-government status also meant that they had
*practically two masters’ - the CO and the colonies.” Wishing to legitimise the
Agent’s actions on behalf of the colonies, the CO claimed that the Agency acted "not
in any sense as agents of Her Majesty government, but as the agents of each colony
that employs them’.®> In reality, however, the Agents, like the CO, regarded the

Secretary of State as their true principal. All but one of the Agents had worked at the

! PPE, q. 1044,
2 bid., q. 3945.

3 PP 1881, xliv (C 3075), CO to Treasury, 26 Nov. 1880.
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CO, and all were recruited by the Secretary of State, who set their salaries and service

charges, and had the power to dismiss them and if he wished to close down the

Agency.

The CO attempted to limit CA adverse selection and moral hazard through targeted
recruitment, bonds, the payment of salary premiums, and, where possible, the
restriction of discretion. As regards monitoring, full supervision of the Agents’
activities, given their diversity and complexity, would have been difficult, if not
impossible, and the cost greater than any possible loss.' Just as they used the Agents
to monitor the colonies, the CO therefore used colonial governments to monitor the
Agents, only undertaking perfunctory monitoring themselves. The colonies therefore,
though ’never in the position of being masters’, did have some power over the
Agents.> Strong colonial criticism would eventually cause the CO to take action
against the Agency, particularly if the complaints threatened to disturb colonial

relations.

Until the late 1890s, the Agents’ self-interested actions were largely compatible with
the interests of both the CO and colonies, and thus did not constitute moral hazard.
The Agency considered itself ’a private mercantile firm doing work for the
government, but outside the government service’, and its primary interests or goals
were therefore the maintenance of its independence, and its continued existence and
growth.” Sir Ernest Blake, the Senior CA, would have been ’very sorry to have to go
to the Secretary of State and say "May I do this" or "May I do that".* While his
’keenness’ was that he was ’earning for the Office’, and his ’great anxiety...(was)...to

make the Office a success’.’ Failure to achieve these goals would result in

! The Under Secretary Sir R. Herbert in 1870, for example, accepted that *if the honour of the Agents were
not to be trusted, it would be difficult to detect abuses’ (CO 323/299/181, Herbert, Sept. 1870).

2 PPE, q. 959.

3 PP 1909, xvi (Cd 4473), (henceforth PPR), p. vi. See also CO 323/393/21057, CAs to CO, 13 Dec. 1903.

4 PPE, q. 1272.

S Ibid., q. 1250.



restrictions in the Agents’ discretion and a reduction in their status and "the excitement
and interest of the work’; if the Agency made losses that could not be met from the
Reserve Fund, a salary cut; and, if the Office was closed down, dismissal." To
survive, maintain their independence and grow, the Agency had to provide a service
that the colonies found satisfactory and would result in few complaints to the CO,
avoid any major scandals that would lead to a general call for the restriction of its

independence or closure, and maximise its income.

The Agents fulfilled these aims through the provision of a quality service. Any
criticism of their performance was likely to arise as a result of the supply of poor
quality goods, public works etc. Governors were able to effectively monitor quality
through usage, and were highly averse to defective supplies/infrastructure, which
reduced colonial revenues and commercial profits, increased their workload, and
damaged their reputation for fiscal competence. A quality bias also increased the
Agency’s income. The premium charged for quality materials led to higher purchasing
earnings, which, as the market for their purchasing service was constrained by colonial
government demand, could not be raised through the Agents’ own efforts. Likewise,
successful loan issues ensured that the Agents received their full issue commission,
and enabled them, after flotation, to earn loan management, conversion, and
redemption fees, and, where a loan was used to finance public works, commission

from the purchase of construction materials.

To ensure that their agents provided a quality service, the CAs minimised those selfish
acts that would militate against quality. They consequently closely monitored their
agents, restricted competition, established long-term agent relationships, and adopted
a number of miscellaneous measures, all of which, in addition to reducing the supply
of poor quality goods, also discouraged corruption. The monitoring procedures adopted

were stringent. All goods were inspected either during or after manufacture, and, in

! Ibid., q. 1272. Each Agent was warned in his letter of appointment that his salary was *dependent on the
contributions derived from the various colonies’ and was ’liable to reduction’ if income failed to cover costs (J.A.
Sibbald: Herbert to Blake, 28 Jan. 1881).



the case of the former, were purchased from manufacturers rather than merchants to
ensure that inspection occurred. Occasionally, the Agents also attempted to prevent
moral hazard by the agents’ agents by additionally inspecting raw materials and
components. Likewise, infrastructure contractors were monitored by the Agents’ own
CEs; the work of CA clerks, which, to aid supervision, was highly specialised, was
supervised by department heads and deputy heads; and, at the turn of the century, the
work of the Office’s insurance company, the London Assurance Corporation, was
monitored by the Senior Agents, who were directors of the company, and through their

fellow directors, also monitored their shippers, brokers etc.

The Agents, secondly, made little use of competition in their choice of agents, with
whom they often had family/social relationships (Tables 2 and 3). Although in theory
goods were purchased through tenders, in reality, a large proportion of articles were
bought from a small number of firms. Similarly, goods were shipped on conference
lines rather than vessels chartered after a tendering process; service providers were
recruited through patronage; building contractors chosen from a short list of firms; and
staff appointed on the recommendation of friends/relatives of the Agents, CO officials
and existing staff. By minimising the use of competition, the Agents reduced the
problem of adverse selection and, in the case of tenders, their own administration
costs. Nepotism again minimised adverse selection, added a social cost to
opportunism/the provision of poor quality services, and facilitated monitoring, in that
relatives could be used to monitor their fellow agents. Nepotism also contributed to
the establishment of networks of reciprocity/trust between the CAs and their agents,
which were further strengthened through the provision of praise, discretionary

gratuities, and the support of agents subject to colonial criticism etc.

The cost of opportunism/poor quality services was further raised through long-term

relationships and various miscellaneous measures. Long associations ensured that



Table 2: Relationships between the CAs and the Agency’s Service Providers'

Service Providers

Relationship

A. St George Sargeaunt, 1883-1907 employee
and partner of J. & R.B. Freeland, CAs’

Son of Sir William Sargeaunt, CA 1863-
88.

shipping agents

Son of Sir Emest Blake, CA 1881-1909.

Earnest Stephen M.S. Blake, 1899-1909
employee and partner of J. & R.B. Freeland,
CAs’ shipping agents

Son-in-law of Sir Montague Ommanney,
CA 1877-1900. Nephew of ’greatest
friend’ of Sir Maurice Cameron, CA
1895-1920.

Frederic Shelford, 1899-1915 CAs’ West
African railway CE

Edward Woodbine Sargeaunt, 1883-5 clerk at
J. & A. Scrimgeours, CAs’ brokers

Son of Sir William Sargeaunt

Edmund Christopher K.S. Blake, 1906-9 clerk | Son of Sir Emest Blake

at J. & A. Scrimgeours, CAs’ brokers

Francis Ommanney, 1831-98 partner of Uncle of Sir Montague Ommanney

Sutton, Ommanney & Rendel, CAs’ solicitors

Charles Henry Ommanney, 1878-91 employee | Brother of Sir Montague Ommanney
and from 1892-1915 partner of Sutton,

Ommanney & Rendel, CAs’ solicitors

Francis Frederick Ommanney, 1903- partner Son of Sir Montague Ommanney
of Sutton, Ommanney & Rendel, CAs’

solicitors

dismissed agents would lose the future gains of subsequent transactions and would be
left with physical and human capital highly specific to the Agency for which there
was little market demand.” They also allowed the Agents to accumulate sufficient
experience of their agents’ actions to allow them to predict the existence of moral
hazard, and, through repeated personal interactions, build up social ties and a store of
goodwill that encouraged trust. Opportunism costs were additionally increased by
allowing the Agency’s brokers to purchase large proportions of loans at relatively low

prices, and by employing high status engineers, whose future work depended on the

! CO 323/577/34999, CAs to CO, 28 Oct. 1911; ibid., Blake to CAs, 11 Sept. 1911; PPE, q. 4283-4311;
R[hodes] Hfouse], Oxford: Sfhelford], A[lbum], Liverpool Daily Post, 26 June 1899; Cameron Papers: Memoirs
(henceforth CPM), p. 112; Gfuildhall] L[ibrary], London: ms 17957, vol. 90; ibid., 1906; ibid., 1909; Law List,
1880-1914; S[omerset] H{ouse]: Probate records.

? Long-term relationships were particularly important in the case of firms who produced experience goods,
the quality of which could only be discovered after use.
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Table 3: Examples of CA Staff Family/Social Relationships'

Employee

Relationship

W. Anderson, Clerk 1901-6

Son of E.G. Anderson, Clerk 1878-91

E.G. Antrobus, Assistant Accountant 1879-93,
Chief Clerk and Accountant 1893-1920

Recommended by Sir William Sargeaunt.
Brother of Sir Reginald Antrobus, CA 1909-
18

Miss E.M. Blyth, Lady Clerk 1895-1914

Niece by marriage of Sir Ernest Blake

Miss ML.E. Boddy, Lady Clerk 1879-1908,
‘Head of Stock and Coupon Department 1908

Recruited through ’Sir Montague Ommanney
...(knowing)...someone I knew’

Miss A.E. Boddy, Lady Clerk 1891-5, Head
of Correspondence Branch 1906

Step-sister of Miss M.E. Boddy

E.J.H. Boose, Clerk 1901-21

Employed ’on the recommendation of the late
Sir Robert Herbert and Sir Montague
Ommanney’

J. Chadwick jnr, Clerk 1879-99

Son of J. Chadwick, Clerk 1875-80

F.W. Deakin, City Office Clerk 1886-1914

Son of W. Deakin, Office Keeper 1886-1909

F.H.H. Graves, Clerk 1900-5

Recommended by CO. Son of Colonial
official, *who had lost his life in the colonial
service’

A.C. Knollys, Clerk 1902-5

Recommended by CO. Son of a former
governor of Trinidad

A. Reeves, Clerk 1910

Recommended by Frederic Sﬂelford, his
former employer and a Crown Agent CE

A. St George Sargeaunt, Clerk 1882-3

Son of Sir William Sargeaunt

Edward Woodbine Sargeaunt, Clerk 1879-81

Son of Sir William Sargeaunt

H.F. Smith, Clerk 1894-1903, Assistant
~Cashier 1904, Head of General Stores
Department 1905

First cousin once removed of Sir Ernest Blake

William Henry Stanger, Engineering Clerk
1873, General Works Inspector and Chemical
Analyst 1875-1902

Recommended by Sir William Sargeaunt,
who, as Colonial Secretary of Nafal, had been
a colleague of his father, the Natal Surveyor-
General.

G. Wells, Clerk 1902-6

Recommended by Sir A.M. Rendel, his
former employer and a Crown Agent CE

Norman Edward Ommanney Willis, Clerk
1892-1902

Relation of Sir Montague Ommanney

! CAOG 17/22, memo, 5 Oct. 1908; CAOG 13/383, Wells to CAs, 6 Nov. 1901; CO 323/797/59112, Boose
to CAs, 4 Oct. 1919; PPE, q. 2580, 3044, 3117, 113, 2792, 2796; C[rown] A[gents] A[rchive]: Staff Register, vol.
1; weeded files, O/Sec 159, CAs to CO, 7 April 1911; M[inutes] of the P[roceedings] of the I[nstitution] of Cfivil]
E[ngineers], cliii (1902-3), p. 338.
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maintenance of their reputation for quality and probity, and service providers who
relied upon the Agency for a large part of their business. In the case of their staff, the
Agents required higher grade employees to supply securities, provided generous life
insurance and pension rights, and paid all clerks an additional group fee, from which
losses due to mistakes/fraud were deducted and which discouraged ’free riding’ and

increased *whistle blowing’.

The concentration on the provision of quality services resulted in relatively high
prices/costs, as monitoring was expensive, the limited use of competition prevented
the market testing of prices, and quality manufacturers and high status engineers
charged a premium for their goods/services. Similarly, the loan price premium that the
Agency permitted its brokers increased the cost of loans, and the Agents’ directorships
and the social gain that they obtained in advancing their relatives’ careers encouraged
them to allow the London Assurance Corp. and those service providers with family
connections to charge relatively high fees. In addition, long-term relationships and
agents’ acquisition of knowledge of the CAs’ requirements, methods of work etc,
which a new agent would not possess, allowed existing agents to charge high

prices/commissions.

The CO and colonies, however, cared little about the additional cost. From 1870, when
the Agency’s colonial accounts began to be audited by the colonies rather than the
auditor-general, and particularly from 1880 and the Treasury’s abandonment of its
monitoring role, metropolitan financial control of the Agency’s activities was weak.
Also, provided that a colony’s expenditure was balanced by its income, the CO cared
little about the high cost of services, and, partly owing to the Agents’ promotion of
qﬁality as the only criteria of evaluation, largely judged the Agency’é berfomiance on
its standard of service provision. Distant from Britain, colonies found the monitoring
of prices/costs difficult. Moreover, the losses suffered were relatively small when
compared to the potential cost of the supply of poor quality goods/public works, and
could easily be absorbed through taxation/freight rates. Owing to the Agents’

inadequate enforcement of the monopoly regulation, colonies could also easily
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Value (£000)

purchase at least some of those goods whose quality was not important from
merchants. While, for governors, criticism of an agency that monitored their activities
and ’had the ear of the Secretary of State’ could carry a high personal cost.' As
regards the Agents’ nepotism and directorships, the colonies knew nothing of these
activities. The CO, though aware of their existence, turned a blind eye. It was
understood that such practices minimised service provider/staff adverse selection and
moral hazard and increased the cost of CA opportunism. Furthermore, their tolerance

of such practices created obligations, which further discouraged CA moral hazard.

Although indifferent to the high prices/costs of the services provided, the CO did
become concerned about the size of the CAs’ Reserve Fund. Fund investment returns
and the large profits resulting from the provision of a quality service and an increase
in charges in 1886, caused the Fund to grow rapidly (Figure 1).> As the Fund was

easily monitored by Parliament and the Treasury, the CO, in 1893, attempted to reduce

Figure 1: Office Reserve Fund 1875-1914°
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' CO 323/524/41857, Lucas, 21 Nov. 1906.

? Charges were raised to offset the effect of the 1880 loss of self-governing colony financial work on the
Agency’s income.

3 Figures for 1876-83 are not available. CO 323 series. CA accounts.
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Deficit/ Surplus (£)

Figure 2: Office Account Surpluses/Deficits 1880-1914'
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its rate of growth by allowing the Agents to increase staff numbers and salaries and
cutting their loan and other charges. The resultant fall in income, however, was far
greater than expected, and the Agents began to make significant losses (Figure 2). In
the late 1890s, the situation improved slightly. Chamberlain’s construction programme
and the growth in the number of principals increased the Agency’s purchasing
workload, the large orders and their low attendant processing costs raising profit per
order. The Agents, however, had to organise construction, for which they received no
remuneration, and the resultant development of the colonies increased the demand for
other services, for which they obtained no fees or inadequate ones. In addition, from
1897, Chamberlain, who was confident that he would succeed in his attempts to obtain
Treasury finance for colonial infrastructure projects, ordered the Agents to halt all loan

issues and meet colonial construction expenses through short-term loans from surplus

I CO 323 series, CA accounts. Surplus/deﬁc‘it = net receipts (total receipts - balance - transfers from Office
Reserve Fund) - net expenditure (total expenditure - balance in hand - transfers to Office Reserve Fund).
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colonial UK funds and banks. The Agency thus lost its issue commission, and gained
the administration cost of arranging the short term loans. In the event, it was decided
that only a small proportion of the Treasury finance offered should be accepted. As
the Boer War-induced collapse of the money market prevented them turning to the
City for funds, the Agents therefore continued to be deprived of issue income and

were forced to continue to finance colonies.

This parlous financial situation caused them to adjust their priorities. To prevent the
diminution of the Reserve Fund, which financed their pensions, they became more
concerned with the maximisation of income than with the provision of a quality
service. Their activities thus became increasingly incompatible with the interests of
the colonies and eventually with the CO, and began to verge on moral hazard. The
change of emphasis affected every service area. In the case of purchasing, they began
to monitor colonial purchases in earnest, and force those governments who were
discovered to be infringing the monopoly regulation to abandon their use of
merchants. They also increased staff productivity. Despite the growth in their
purchasing workload, they were reluctant to increase staff numbers by a corresponding
degree, as such recruitment would plunge them further into debt and lead to CO
criticism. Moreover, the construction-fuelled rise in colonial purchases was likely to
be short-lived and any new recruits would therefore eventually have to be dismissed
and compensated. The rise in orders was consequently met through the employment
of extra lower grade staff to perform the more routine work, the purchase of even
fewer goods through competition, and the greater use of merchants. The result was a
rise in prices; a fall in quality, as merchant goods could not be inspected during

manufacture; and longer delays and more mistakes in the fulfilment of orders.

To increase their returns from infrastructure construction (largely West African
railways) and to ensure the construction of quality lines, the Agents abandoned the use
of contractors and private firms. Both were often permitted by the CO to purchase all
or some of the building materials used in projects themselves, and, owing to

monitoring difficulties, and in the case of contractors adverse selection, often produced
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poor quality lines. Instead, the Agents adopted the ’department’ system of
construction, under which works were built by their own CEs. The advantages of the
system were that all materials were bought by the Agency, and the engineers, due to
their long relationships with the Office and their high status, could be relied upon to
build good quality projects. The use of the department system and other strategies
adopted to maximise quality, however, directly increased costs, and in some cases

actually led to the construction of defective works.

The system, which involved the CEs directing their construction teams from London,
was naturally expensive. In addition, CEs not only provided the surveying information
used by the CO to determine whether projects should go ahead and, if so, the standard
of construction to be adopted, but also built the lines. They were therefore able to use
the hidden information of their surveys for their own benefit, and thus underestimated
the likely cost of lines, overestimated expected returns, and supported the construction
of high-standard railways able to handle the predicted heavy traffic levels.! Since the
engineers’ interests were compatible with their own, the Agents fully supported their
conclusions, and invariably recommended the commencement of projects and the
adoption of high standards. Similarly, to prevent rapid construction at the expense of
quality, the CEs and their staff were, until 1905, paid by salary, denied rapid
completion bonuses, and given no firm dates by which projects should be finished.
The engineers and their staff, unconstrained, unlike contractors, by the opportunity
costs of slow construction, therefore deliberately slowed progress, and often added to
projects after building had begun. The result was that the final cost of lines was from
10% to 78% greater than the original estimate, and few earned sufficient receipts to
cover working costs and debt charges. Moreover, the system failed even to ensure
quality construction. The engineers had little incentive to build quality lines, as they
were not held financially responsible for poor construction, which, by increasing their
post-construction line supervision duties, actually increased their incomes. Also, based

in London they had difficulty monitoring the quality of the work of construction staff.

! High standard railways had wide gauges, low gradients, smooth curves, and were fully equipped.
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The Agents’ interests additionally began to clash with those of the colonies in the
provision of UK finance. The Agency made little use of Treasury loans, partly because
of the Treasury’s insistence that any money lent should incorporate a lien on the
borrowing colony and carry a relatively high interest rate, but mainly because full
acceptance of the loans would, for the Office, have carried a real and opportunity cost.
The Agents would have had to receive, pay the interest, and redeem the loans for no
reward, and would have lost the fee and associated commissions earned from raising
the capital required on the market. Such loans also raised the spectre of Treasury
intervention in future financial operations, and, more importantly, Treasury pressure
for projects to be reduced in scope and undertaken by contractors rather than the
department system. The rejection of Treasury finance and the unexpectedly high cost
of construction, combined with the 1900-4 market collapse, forced the Agents to seek
other sources of finance that often proved costly for the colonies. From 1900, the
Agents began to advance to governments in need of money colonial annual
contributions to UK investment Funds eg. Saving Bank Funds etc. Although the
borrowing colonies paid bank rate, this was far lower than the lending colonies could
have obtained if the money had been invested in permanent long-term securities.
Similarly, sales by the Agents of investments held by the UK Funds of colonies in
need of finance also led to losses. While, on the recovery of the market, the large
amount of stock to be issued, the growing market realisation that many of the lines
built were essentially uneconomic, and competition from foreign loans, reduced
demand for Crown colony issues. The Agents, unable to finance infrastructure
indefinitely, and in need of issue commission income, therefore set excessively low
prices, which increased colonial debt charges. Even low prices, however, often failed

to attract subscribers, and many loans failed.

The Agents’ concentration on the maximisation of their income led to an increase in
prices/costs, which the colonies were increasingly unwilling to accept. The losses were
too great to be offset by a slight increase in taxation/freight rates. High purchase
prices could no longer be avoided through the circumvention of the monopoly

regulation. While the expansion of merchant communities and the greater circulation
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by UK manufacturers of catalogues and price lists to the colonies allowed governors
to more easily monitor prices/costs. Moreover, the higher costs no longer ensured
quality, which, in the case of purchases, was often less important than previously.
Colonial development meant that defective goods could often be repaired in the
colony, and improvements in communications had greatly reduced the opportunity cost
of obtaining a replacement from Britain. Colonial criticism of the Agency
consequently rose. This, along with the effect of high prices/costs on colonial budgets,
prompted the CO in 1901 to ask all governors to compile detailed reports on the
Agents’ performance of their duties. Although some made serious complaints, the
majority claimed to be satisfied with the Agency, probably because the cost of the
Agency’s behaviour on their own reputations and future career prospects was not yet
sufficient to offset the likely consequences of officially criticising the Agency. After
examining the reports, the CO recommended a number of changes in the Agents’

procedures, but otherwise declared itself satisfied with the service provided.

Colonial criticism, however, continued and was taken up by the press and Parliament.
Fearing that the complaints could affect their own reputation, the CO in 1908 set up
a committee of enquiry into the Agency ’to enable the Secretary of State to get the
necessary reforms carried out’, but, to avoid further embarrassment, ensured through
its membership and terms of reference that its conclusions would be uncritical.! As
intended, the committee found the Agents’ work to be ’on the whole well done’, and
made a number of recommendations for the reorganisation of the Agency.” These and
further changes were put into effect by the former Under Secretary of State, Sir
Reginald Antrobus, who, on the resignation of Sir Emest Blake in protest at the
committee’s conclusions, was appointed Senior Agent. By 1914, the Office had taken
over all but one of the services provided by third parties, obtained a larger proportion
of its purchases from manufacturers and through competition, and standardised a large

number of the goods ordered. The changes, however, largely tackled agent moral

' CO 323/538/45740, Antrobus, 31 Dec. 1908.
2 PPR, p. iv.
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hazard and did little to reduce the expense of the Agents’ service, which continued to

be a subject of criticism into the 1950s.
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Chapter One: The Office of the Crown Agents

The Chapter is divided into two parts. A summary of the origins and pre-1880 growth
of the Agency is followed by a brief description of its organisation and the methods
adopted by the CO and CAs to limit, respectively, Agent and staff adverse selection

and moral hazard.

1.1 Pre-1880 History of the Agency

The origins of the Agency can be traced back to the mid-eighteenth century, when
colonies were represented in the UK by an agent appointed by the colonial legislature,
who protected their financial, commercial, and political interests. In addition, the
Imperial government appointed, on behalf of those colonies in receipt of a
Parliamentary grant, crown’ agents, who received and accounted for moneys issued
by the Treasury.! The modern CA first appeared in the 1790s in colonies acquired as
a result of the Napoleonic Wars, and, a few years. later, in the older colonies. The
Agents were appointed by the colonial government on the recommendation of the CO,
and requisitioned supplies from Britain, placed loans, and recovered any overpayment
of Parliamentary grant. The majority were CO Clerks nearing the end of their careers,
who regarded the appointments as ’an advantage...(they)...might reasonably expect’,
and combined the tasks involved with their official work.? Others were merchants,

MPs, and army officers, who, again, continued to perform their usual occupations.

Unfortunately for the colonies, many of the Agents failed to satisfactorily execute their
duties, which grew rapidly and began to require technical and commercial skills that
the Agents did not possess. Complaints mounted, and, in 1830, the CO held an
eriquiry, which recommended the establishment of a joint Agency. Over the following
two years, therefore, all but two of the existing Agents were forced to retire. The

Agents retained, the CO clerks George Baille and Edward Barnard, relinquished their

! L M. Penson, *The Origins of the CAs Office’, English Historical Review, x1 (1925), p. 205; PP 1881, Ixiv
(C 3075), Memo on the Functions of the CAs.

2 Ibid. By 1833, six out of the nine agencies were held by clerks (ibid.).
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other duties and were given the title Joint Agent Generals for the Crown Colonies.
The work, however, continued to be poorly performed, and, on acquiring responsible
government, New Zealand and a number of Australian colonies immediately
established their own London agencies making it difficult for the Agents to cover
costs.' Consequently, when Baille died in 1855, the CO replaced him with Sir
Penrose Julyan of the commissariat branch of the W[ar] O[ffice], who was given the
task of reorganising the Agency.” Showing *remarkable energy’, Julyan increased staff
numbers and salaries; developed new systems of work; introduced a scale of fixed
charges to pay for the changes; and, finally, in 1863 renamed the Office the Crown

Agents for the Colonies.’

From its formation in 1830, the Agency had been unofficially under the control of
both the CO, who took responsibility for its day-to-day activities, and the Treasury,
who authorised increases in its establishment and, through the Permanent Secretary,
was co-trustee of many of the colonial UK Funds it managed. In 1863, on completion
of the reorganisation, the dual control of the Agency was officially recognised, and
from 1865 the Treasury began to receive the Office’s half yearly accounts.* Having
received official recognition of its position, however, the Treasury began to express
concern as to *whether the government...ought to be mixed up with such agencies’.’
More doubts followed, and, in 1878, the Treasury decided that it no longer wished to
’claim any authority or admit any responsibility’ for the Agents, and that their issue
of loans for the self-governing colonies, which many believed gave the issues an

Imperial guarantee, should be halted.® It was pointed out that the Treasury had no

1'CO 323/339/18599, Julyan to Meade, 14 July 1879.

2 In a long and varied career, Julyan had variously served as Special Commissioner of Roads and Bridges
in lower Canada, Assistant Financial Secretary to the Irish Board of Works, and Director of the Australian Royal

Mint (B[ritish] Bfiographical] I[ndex]).
3 CO 323/299, Rogers, 5 March 1870.
4 CO 323/337/4115, Adrian, 11 April 1878; PP 1881, Ixiv (C 3075), Treasury to CO, 11 April 1881.
3 T1/6989a/5845, note, 5 April 1870.

6 T1/7710/20021, Treasury to CO, 23 Dec. 1878.
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’real power’ over the Agents’ Office, which was ’maintained out of funds over
which...(they)...had not the slightest control’.! Moreover, the CO was in a similar
position. Indeed, if the Agents ’chose to repudiate their interference tomorrow and set
up on their own account’ there was ’nothing to hinder them, except their knowledge
that it is not in their interests to do so’.? Despite this lack of control, however, ’the
government would apparently be called on to make good any default’ resulting from

the Agents’ actions.’

The CO was perturbed by the Treasury’s proposal. The Colonial Permanent Under
Secretary, Sir R.H. Meade, believed Treasury control was ’a very useful check upon
the CAs and ourselves’, which ’it would be little short of madness to surrender’.* He
also suspected that the abandonment of their self-governing issue work would greatly
reduce the Agents’ income. Fearing ’some great disaster’ if the proposal was carried
through, the CO therefore asked the Treasury to reconsider.’ The Treasury’s position,
however, if anything, had hardened. New Zealand’s 1879 decision to float a further
loan through the Agents had led to market fears that the colony’s borrowing was out
of control, and even the CAs accepted that, if the new issue failed and the colony was
unable to repay £1.1m of short-term advances obtained through themselves from the
B[ank] of E[ngland], the situation will become seriously embarrassing’.® In response
to the CO’s request, the Treasury consequently proposed the establishment of a
departmental committee to ’advice as to the continuation, modification, or termination

of the existing arrangements’ of providing the services supplied by the Agents.’

' T1/7710/17281, note, 1 Nov. 1878.

2 [bid.

} Ibid.

4 CO 323/337/4115, Meade, 13 Oct. 1878; CO 323/340/13596, Meade, 28 Nov. 1879.

3 Ibid.

¢ BE: C 58/1; CAA: M 9, Loan Agents to NZ Premier, 6 Dec. 1879; ibid., CAs to NZ Premier, 6 Nov. 1879.
In October, the BE refused to make any further advances to the colony, and the Agents were forced to obtain a
loan from the L{ondon] and W[estminster] Bank (ibid., CAs to NZ Premier, 6 Nov. 1879).

7 CO 323/344/10454, Treasury to CO, 8 July 1880.
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Designed to force the CO to acquiesce to their wishes, the initiative was successful.
Accepting that if they were *to keep the Crown colonies’ it was difficult to see how
the Agents’ ’services could possibly be dispensed with’, the CO accepted that they
alone should be responsible for the Agency, which would henceforth act only for the

dependent colonies.'

1.2 Organization and Methods Adopted to Combat Adverse Selection
and Moral Hazard

Before the 1908 enquiry, the Office comprised five service departments and five
function departments (Figure 1), and employed 200 staff, compared to 30 in 1881 and
468 in 1914.% Organisation by service eased performance monitoring, facilitated co-
ordination, and made the Agency more flexible and sensitive to colonial needs.
Similarly, by grouping together functions that were required by the whole Office, the
Agents reduced costs, and, in the case of the Engineering Inspection Department,
facilitated the co-ordination of external inspectors. The Office was managed by three
Agents.’ Each assumed responsibility for a specified part of the Agency’s business
and the day-to-day administration of a particular set of departments, with the division
of labour changing with personnel -and the type and amount of work undertaken.’
Although they were ’as dissimilar as, I suppose, three men could be’, they ’always

managed to work amicably and to get on’.’ As each had his own distinct area of

S Ibid., Meade, 19 July 1880; ibid., Herbert, 19 Oct. 1880. The Agency continued to manage and redeem
self-governing colony loans issued by them prior to 1880, and, occasionally, to perform tasks for independent
colonies. In 1903, for example, confidential enquiries were made in the City regarding the possible issue of an
Australian Commonwealth loan (CAOG 14/135, CO to CAs, 2 April 1903. See also CAOG 14/139, CO to CAs,
12 June 1885, and CAOG 14/140, CAs to Hoare, 2 May 1904).

2 CAA: 1881 accounts; PPE, Appendix 1, q. 20, 170; PP 1914-16, xlv (Cd 7973). On becoming Senior CA
in 1909, Sir Reginald Antrobus informed the West African merchant John Holt, °I like my new work. For one
thing, there is an adequate staff here to deal with it, which we never had in the CO’ (RH: Hfolt] Plapers], mss Aft.
s. 1525, 12/1, Antrobus to Holt, 18 Oct. 1909).

3 From 1888-95, there were just two Agents.

* PPE, q. 1123. In 1908, the Senior Agent concerned himself with the organisation and discipline of the
Office, the issue of loans and investment of colonial balances and Fund contributions, and the construction and
maintenance of the West African railways and the Hong Kong-Canton line, and supervised the stock and coupon
and the checking and shipping departments. The second Agent handled the construction and maintenance of all
other lines and all harbours, water supply, and drainage schemes, and administered the works department. The third
Agent controlled the purchase of goods, the recruitment of colonial technical staff, the printing of stamps and
currency notes, and the Office’s miscellaneous services. He also managed the general purchasing department and
the remaining sections (ibid., q. 1116, 1118-20).

S Ibid., q. 1106.
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control and ’there were no regulations, and, with a few obviously indispensable
exceptions in financial matters, no returns’, there was little disagreement.' When a
departure from normal practice required a change of policy, the Agents would discuss
the matter informally and reach a mutually acceptable decision. It had ’never been
distinctly laid down whether the junior Agents...(were)...subject to the Senior Agent’,

and, as “one generally gives and takes’, the issue had never arisen.”

The hierarchy of the Office was relatively short, ensuring low administration
overheads and good communications between the Agents and their staff, and enabling
the Agents to easily co-ordinate the work of the Office, though the resultant restricted
staff promotion prospects may have reduced motivation and effort.” Beneath the CAs
were the Chief Clerk and Accountant; from 1901, the Office Secretary, who, appointed
to reduce the Agents’ workload, conducted the more minor Agency correspondence;
and, from 1905, the Head of Engineering.* Under these, were the Agents’ clerical
staff, who, before 1900, were informally classified into section heads, deputy heads
and clerks. The latter comprised both female clerks, first employed in 1879/80 and
confined to the Correspondence and Stock and Coupon Departments, and male
clerks.’ A small number were temporary, employed to meet sudden increases in
workload, though the employment of such staff was if possible avoided, as their

*identification with...(the Agency’s)...interest is proportionately slight’.®

At the bottom of the hierarchy were boy clerks, who, not part of the establishment,

were recruited from the Civil Service Commissioners’ pool of clerks and worked for

' CPM, p. 131.

2 PPE, q. 1106, 1107.

3 John Child, Organisation (London, 1984), pp. 59-66.

4 CO 323/483/16903, CAs to CO, 9 May 1903.

5 PPE, q. 3045, 4216. In 1908, the lady clerks accounted for 30% of the establishment staff (ibid., q. 3042).

6 CO 323/553/35347, CAs to CO, 27 Oct. 1909; CO 323/379/14853, CAs to CO, 29 July 1890.
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the Agency until they attained the age of 20.! In 1901, in an attempt to slow the rise
in costs, the Agents classified their existing establishment clerical staff into three
classes, whose size was frozen, and created a fourth class of clerks, who performed
the more routine work of classes 1 to 3. The new clerks were relatively low paid, and,
not part of the establishment, were relatively easy to dismiss when workload fell and
thus made the ’organization of the Office more elastic’.? In 1909, on the advice of
the Committee of Enquiry, a fifth class of clerks was created, who performed work
similar to that of civil service second division assistant clerks, and largely took the

place of boy copyists.?

The CO attempted to minimise adverse selection and moral hazard with regard to the
CAs through targeted recruitment, bonds, monitoring, and high salaries. Of the six
men who acted as Agents from 1880-1914, five had served in the CO and one,
Cameron, in the colonial service (Table 1). Before appointment, the Secretary of State
thus had a great deal of knowledge of the abilities and honesty of each of the Agents,
who, in turn, had learnt and internalised the ethical culture of the Office and were
acquainted with the existing CAs, though they had little business or financial
experience.* In addition, new Agents had some knowledge of the Agency’s operations
and principals, and, more importantly for the CO, were aware of the wider political
aspects of its activities. The Agents appointed were all members of the gentlemanly
clite, though of a lower rank than their counterparts in the CO, which, no doubt,

facilitated their dealings with the *gentlemanly capitalists’ of the City and with

! PPE, q. 23.

2 Ibid., q. 23, 206-7, 219, 1060. In 1908, class iv clerks represented 32% of staff (ibid., q. 20).

3 PPR, p. x.

4 Although he never worked at the CO, Cameron was acquainted with Ommanney, who had been one of his
instructors at the Royal Military Academy, and had corresponded with Blake (CPM, p. 131).
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colonial governors.' Four of the Agents had worked in the colonies and thus had
some understanding of the problems/needs of their principals, and two had engineering

qualifications, highly appropriate for the construction supervision work of the Agency.

On entering the Office, each CA was required to provide £10,000 security in the form
of promissory notes, half of which had to be put up by a third party, generally a friend
or relative.” The bonds increased the financial cost of opportunism and added a social
cost, in that the loss that could be suffered by the third party would ensure that any
malpractice would become common knowledge in the social circles in which the
Agent moved. The sureties also minimised the problems of adverse selection, as only

candidates with no intention of acting immorally/shirking would be willing to provide

Sir William Sargeaunt’

' CO officials had more upper-middle class backgrounds than the Agents, and were invariably Oxbridge
educated (J.M. Carland, The CO and Nigeria 1898-1914 (London, 1985), p. 22).

2 Sargeaunt’s third party surety was provided by J.B. Sargeaunt; Ommanney’s by Octavious Ommanney and
Col. E.O. Hollist: Blake’s by C.C. Gooch, his brother-in-law; and Cameron’s by Thomas Shelford, and, from 1900,
Sir H.E. MacAllum and Dr W.G. Ancrum (CAA: Accounts). In 1889, on the death of Gooch, Blake was allowed
to put forward his house as third party security (CO 323/375b/6790, Blake to Meade, 29 March 1889). Mercer was
permitted to obtain a bond from an insurance company (CO 323/504/12978. CAs to CO, 19 April 1905).

> CAA.
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Sir Montague Ommanney'

Sir Ernest Blake®

Sir William Mercer’

''SA: The Graphic, 26 May 1900.
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bonds, and the readiness of third parties to provide securities testified to the
prospective Agents’ reputation for trustworthiness, The use of sureties, however, had
a number of drawbacks, and, in 1900, the CO Principal Clerk G.V. Fiddes admitted
that he had ’no belief in the system’.! On the one occasion Agents were fined, the
deterrent effect of the bonds was reduced by the fact that the sums were paid into the
Office Reserve Fund, and thus, by increasing the financial security of the Office,
benefited the Agents. Similarly, the need to provide a surety may have discouraged
potential Agents from putting themselves forward or accepting positions. The bonds,
even at £10,000, also failed to cover the maximum loss that could arise from moral
hazard, but could not be raised in value, as a larger security would have been beyond

the means of the Agents.

The CO monitored the Agency’s activities through the Crown colonies, by requiring
it to obtain authorization for its more important actions and to provide information on
the completion of each piece of work,” and, from 1901, through the appointment of
the former senior CA Sir Montague Ommanney to the position of Permanent Under
Secretary of State. In addition, from 1875 to 1903, the CO could physically monitor
the Agents, who occupied offices rented from them in Downing Street.’
Unfortunately, most colonial complaints were sent to the geographical departments of
the CO, who often failed to pass them onto the general department, the direct
supervisor of the Agency.* Moreover, Sir Reginald Antrobus, the head of the general
department and from 1898 the Assistant Under Secretary of State, favoured the
Agents, influenced perhaps by the fact that his brother, E.G. Antrobus, was their Chief

Clerk and Accountant, and Ommanney, throughout his time at the CO, acted as their

''CO 323/452/6740, Fiddes, 6 March 1900.
2 These aspects of monitoring are discussed in more detail in the following chapters.

3 CO 323/322/7847, CAs to CO, 13 July 1875. In 1902, the Agents moved to Whitehall Gardens, and in
1916 to Millbank (4bbott, A History, pp. 28, 34).

4 The CO was aware of the problem (CO 323/545/10303, Round, 13 Dec. 1908).
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apologist.! On a higher level, before 1870, the Agents also had to provide the CO
with monthly accounts, accompanied by relevant documentation, which were audited
by the Auditor-General. The Treasury’s refusal to pay for the full audit of an office
not financed by the Imperial government, however, meant that from 1870 only those
accounts of colonies in receipt of grants-in-aid received a full government audit. The
accounts of other colonies were audited by colonial accounting departments, who often
lacked the personnel and expertise to effectively scrutinise expenditure.” As for the
Agents’ own Office accounts, those received by the CO in 1880 only exercised ’a
fictitious control over the Agents’ expenditure’, and even after the CO had demanded
the provision of more information they remained inadequate.’ Until 1905, they were
subject only to a protective audit, which merely ensured that money had been
expended for sanctioned purposes.* Thereafter, a full audit was undertaken, but its
effectiveness was weakened by the CO’s insistence that, to maintain the Agency’s
discretion, authority for expenditure should be limited to proof that a sum had been

paid.’

Finally, the CO tackled moral hazard through the payment of non-compensatory
wages. The Agents’ salaries were high as compared to those paid to their counterparts
in the civil service (Table 2), but *'much lower than those of the principal officers of

banks and insurance officers’, who, in 1908, *earned £3,000 or £4,000 or more’.°

! Throughout his time at the CO, Ommanney received a £200 pa pension from the Agents (Hansard, 4th
series, 1904, cxxxvi. 693).

2 In 1908, for example, the auditing system used in Sierra Leone, Gambia, and Uganda had to be replaced,
as ’the native clerks to whom the actual working details are necessarily entrusted are not competent as a rule to
carry out satisfactorily the procedures which such a system involves’ (CO 323/545/8367, Audit dept. to CO, 7

March 1908).
3 CO 323/343/1054, Blake, 11 Feb. 1880. In 1880, the Agents were required to additionally supply details
of pensions, incidental expenditure, CA third party securities, staff salaries, and Office Reserve Fund investments

(ibid., CO to CAs, 5 June 1880). From 1884, they also had to supply the names and addresses of CA sureties and
details of Reserve Fund transactions (CAA: M 5, CO to CAs, 12 Aug. 1884).

4 CAA: CA 73/4, CO to Auditor-General, 10 July 1905.
5 Ibid.
6 CO 323/396/8119, CAs to CO, 10 May 1894; CO 323/538/5221, Harris, 15 June 1908.
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Table 2: CA and other Government Salaries 1908’

Organisation

Position

Salary (£pa)

Post-Enquiry
Salary (£pa)

CAs

Senior Crown Agent

2,500

1,800-2,000

Second Crown Agent

1,500-1,800

1,500-1,800

Third Crown Agent

1,300-1,500

1,300-1,500

Class 1 Clerk

450-600

550-700

Class 2 Clerk

300-450

350-500

Class 3 Clerk

90-300

100-350

Class 4 Clerk

70-250

70-250

Secretary of State

5,000

Permanent Under Secretary

2,000

Parliamentary Under
Secretary

1,500

Assistant Under Secretary

1,200-1,500 (after
5 years)

Second Assistant Under
Secretary

1,200

Third Assistant Under
Secretary

1,000-1,200 (after
5 years)

Upper Division Principal
Clerk

850-1,000

Upper Division First Class
Clerk

600-800

Upper Division Second
Class Clerk

200-500

Lower Division Higher
Grade Clerk

250-350

Lower Division Lower
Grade Clerk

70-300

India Office

Director General of Stores

1,200

Accountant General

1,200

Stores

Deputy Director General of

800-1,000

Deputy Accountant
General

800-1,000

Board of Trade

President

2,000

Permanent Secretary

1,500-1,800

t PPR, p. xxii-xxiii; PPE, Appendix ii; PP 1909, lv (54), p. 111.
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Ommanney argued that the salaries were reasonable.! The premium over civil service
incomes reflected the relative insecurity of their employment and greater
responsibilities. Whereas their relatively low pay as compared to the private sector was
compensated by their greater security, generous pension rights, and the ’recognition
of their services in forms other than mere salary’, that is titular awards and status.’
Others at the CO, however, had ’long...(had)...the impression’ that the payments were
*unduly high’.® It was pointed out that the Agents earned more than those in
equivalent posts at the I[ndia] O[ffice], WO and Admiralty, that their position was as
secure as that of most civil servants, and that much of their work was routine and
required little business experience. In response, the CO, on the resignation of Sir

Ernest Blake, reduced the Senior Agents’ salary by £700 to £1,800 pa.*

In fact, the salary premium earned by the Agents appears to have had little to do with
job security or skill, but was rather designed to increase the cost of opportunism, with
the Senior Agent’s salary only being reduced, when, after the reorganisation of the
Office, opportunism was less likely.” Earnings were lower than those paid in the
private sector because dismissed Agents would be unable to obtain equivalent
positions in the City, and higher than those earned by officials in the 10, WO and
Admiralty, because the work of these departments could be more easily monitored.®
The purpose of the premium is clearly reflected by the manner of its growth. Each

time the CO discovered behaviour that was or could be perceived as opportunistic, it

1 CO 323/499/28851, Ommanney to Lyttelton, 15 Aug. 1904.
2 Ibid.

3 CO 323/548/45741, Harris, 15 Dec. 1908. Their conclusion was supported by the chairman of the 1908
enquiry into the Agency, who privately recommended that the salaries should be reduced (ibid., Seely to CO, 10

Dec. 1908).
4 CO 323/562/12420, Hopwood to Antrobus, 29 June 1909.

3 In 1870, Sir R. Herbert acknowledged that it was a *dangerous economy to underpay an Office exposed
to great temptation’, though ’the gains which might be made by unprincipled men in this position are so large that
a few hundreds per annum additional salary would not operate to make a doubtful man honest’ (CO 323/299/181,

Herbert, September 1870).

¢ The WO and Admiralty bought a restricted range of articles; the IO shipped goods only to India; and the
issue of IO loans was largely undertaken by the BE.
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forced the Agents to abandon the practice, but compensated them for their pecuniary
loss. In 1876, for example, the salaries of the Senior and Second Agents, who had
obtained £6,000 in private commissions for the issue of New Zealand loans, were
increased by respectively £300 and £200 on condition that no further sums were
accepted.' Similarly, in 1892 salaries were again raised to compensate the Agents for
the loss of fees earned for their coolie emigration work, which were believed not to
be ’free from objection’.> While, in 1904, after Parliamentary criticism of the Senior
Agents’ directorship of the company that handled the Agency’s shipping insurance
business, the CO ruled that Agents should no longer hold directorships, and, in
recompense, increased the Senior Agent’s pay by £200 and that of the Second and

Third Agents by £100.3

Compared to the staff of the WO purchasing department, the clerks employed by the
CAs appear to have been relatively honest.* Minor corruption, however, was not
unknown. In 1905, the Agents considered it necessary to circulate to staff a memo
reminding them that any Christmas boxes or presents received from suppliers should
be returned.’ In 1906, it was discovered that a clerk had given valuable information
to a dealer regarding the issue of Crown colony stamps.® And in 1907 it emerged that
clerks had sold ’thousands’ of used stamps removed from CA correspondence to

dealers, receiving in return up to a third of the face value of the stamps.” To minimise

' CO 537/218, Meade, 22 Feb. 1876.

2 CAA: M 38.

3 CO 323/499/28851, Ommanney to Lyttelton, 15 Aug. 1904. All these episodes are discussed in greater
detail in subsequent chapters.

4 In their report, the Select Committee on WO Contracts concluded that they had ’received evidence in some
cases in which bribes were offered and...(had)...heard a few cases where bribes may have been accepted’ (PP 1900,

ix (313), p. ix).
5 CAA: Memorandum book, vol. 1, 21 Dec. 1905.
¢ Ibid., 2 March 1906.

7 Ibid., 4 March 1907; Gibbons’ Stamp Weekly, vol. S, part 8, p. 128.
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corruption and also reduce shirking, the Agents recruited only candidates whose
honesty and abilities were verifiable; adopted a number of pecuniary incentives;
required some staff to provide bonds; closely monitored work; attempted to create an
ethical office culture; and made it clear that any clerk discovered acting fraudulently
would be dismissed and subject to legal action under the 1899 Official Secrets Act

and the 1906 Prevention of Corruption Act.!

Provided that they kept within the CO limit on the maximum amount that could be
spent on employees, the Agents had complete discretion over who should be employed
and individual staff salaries.” Before 1901, recruitment was ’a matter chiefly of
friends of the CAs and soldier clerks’.> In addition, the Agents employed candidates
recommended by their own staff and by the CO, generally ’the sons of colonial
governors, people who have done good work for the country’ (Introduction, Table 3).*
Such recruitment reduced search costs and the cost of discovering suitable employees
and minimised adverse selection. The Agents had personal knowledge of the ability
and honesty of their own relatives; could easily discover the abilities of soldier clerks
from their army records; and could be confident that their staff would recommend
competent candidates, as each clerk was aware that "he would incur a very severe
responsibility if he said that he had a very smart lad he knew and that lad did not turn

out smart’.’

It could also be argued that this method of employment reduced the likelihood of
moral hazard. The personal relationship between the Agents, staff, and CO officials

with new employees increased the social cost of opportunism. While the employment

! CAA: Memorandum book, vol. 1, 1 Jan. 1907; ibid., 4 March 1907. See also PPE, q. 1044,

2 CAA: M 5, CAs to CO, 14 Jan. 1880.

3 PPE, q. 2570. The soldier clerks were former army Non-Commissioned Officers. They were first employed
by Sir Julyan Penrose, who before joining the Agency was Assistant Commissary General of the army commissariat
(BB PPE, q. 123).

4 Ibid., q. 117, 1656.

3 Ibid., q. 143.
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of the relatives of existing clerks and army clerks, who already possessed a set of
shared values, contributed to the establishment of an Agency culture of trust.
However, there is evidence that the Agents in their treatment of staff favoured those
clerks recommended by themselves and the CO, since the punishment of such
employees carried a social/political cost for the Agents and their advancement a
social/political gain. In letters to the press in 1904, the Agents’ staff complained that
the Office was run by a *family party’, that salary increases and promotions went to
those who least deserved them, and that ’favouritism alone rules the day’.! Such
inéquity will have weakened the ethical culture of the Agency and reduced

productivity.

Apart from the ex-army officers and the very occasional employment of men with
special technical training, most of the clerks were recruited at the age of 17 to 19,
immediately after leaving school.> The employment of young men reduced costs;
contributed to the development of an Agency culture, as they were highly susceptible
to influence; allowed the Agents to ensure that any clerk promoted to more difficult
work possessed the required honesty and ability; and, along with the rapid growth of
its workload, caused the Office to be staffed by relatively young employees, who were
flexible and adaptable to change.’ The majority of clerks had a minbr public school
education, which, as such schools laid great stress on morality, increased the
likelihood that they would be honest, and, since they shared a common set of values,
encouraged the creation of an Office culture.* *University men’ were generally not

appointed, as ’if you got too clever a set of men into the Office, they would become

! Pall Mall Gazette, 17 Aug. 1904, p. 8; ibid., 20 Aug. 1904, p. 3; ibid., 1 Sept. 1904, p. 10.

2 PPR, p. viii. The Engineering Clerk, T.R. Marsh, and Draughtsman and Estimator, W. H. Lancaster,
employed in respectively 1874 and 1879, had engineering qualifications; the clerk F.W. Deakin, recruited in 1895,
had previously worked for messrs Glynn Mills Currie & Co., and had ’considerable experience of banking and
transfer work’; and the Bookkeeper and Accountant from 1879-1902, J.W. Leonard, had ’commercial and financial
experience in the mediterranean and Eastern trades’ (CO 323/453/29986, CAs to CO, 13 Sept. 1900; CO
323/508/3644, CAs to CO, 31 Jan. 1913; CO 323/797/55272, Deakin to CAs, 4 Sept. 1919; CO 323/474/30615,

CAs to CO, 22 July 1902).

3 The average age of established male clerks in 1900 and 1910 was respectively 33 and 29 years (CO List
1900, ibid., 1910; CAA: Staff register, vol. 1).

4 PPE, q. 129.
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desperately discontented and they would aspire to become CAs’.! They also tended
to be less efficient at routine work and were difficult to ’get rid off if they are not
suitable’.” After recruitment, few staff left the Office before they retired, the age of
which was left open, and there were few dismissals.> This again encouraged the
development of an Office culture, though it may also have led to inflexibility and

resistance to change.

In the late 1890s, the Agents reformed their recruitment policy. From 1900-8, the
Works Department employed ten clerks with engineering qualifications, four of whom
had previously worked in engineering companies, three for CEs, and two for railway
companies.® Similarly, five clerks were obtained through the civil service second
division exams, and after 1901 slightly over half of their class iv clerks were recruited
from those boy copyists who, during their time at the Office, had studied for and
passed the second division exam.’ The exam gave the Agents some indication of the
abilities of the candidates, which, in the case of the former boy copyists, was
supplemented by the Agents’ own knowledge of their work. Class iv clerks, however,
continued to be recruited through patronage, and the resultant personal jealousies that
developed between these employees, known in the Office as *nephews’, and those who
had passed the civil service exam affected productivity.® To prevent such problems
and ’the suspicion of jobbery’, the 1908 enquiry committee advised that all clerical

staff should be appointed through competitive examinations, a recommendation put

! bid., q. 3930.

2 Ibid., q. 23, 1180.

3 Ibid., q. 1975, 1977. In 1886, the Chief Clerk finaily retired at the age of 74, and, in 1891, the Inspector
of clothing and dry goods left the Office at the age of 73 (CO 323/364/5664, CAs to CO, 2 April 1906; CO

323/383/14469, CAs to CO, 16 July 1891).
4 CO 323/548/45364, schedule.
5 PPR, p. viii.

S PPE, q. 117, 142; CAA: M 82. Three of the class iv clerks recruited from 1901-8 were recommended by
members of the CAs’ staff; three by the CO; three by the librarian of the Royal Colonial Institute; and one by a
supplier (CAOG 17/22, memo, § Oct. 1908).
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into effect in 1909.!

The Agents’ pecuniary moral hazard deterrents took the form of high pensions, a
generous life insurance scheme, and poundage. No non-compensatory salary premium
was paid (Table 2), as the relatively small potential losses from moral hazard did not
justify such payments, and the relatively high demand for the skills of CA clerks in
industry and the City lessened the opportunity cost of dismissal.> The Agents did,
however, on occasion grant staff bonuses when their workload temporarily increased,
which helped to build employee goodwill.’ Theoretically, CA pensions were granted
in ’strict accordance with the rules observed in the Imperial service’.* In reality, they
tended to be ’calculated on a more favourable basis’ until 1909, when, owing to the
reorganisation of the Office and the reduced likelihood of moral hazard, they were
reduced to the level of the civil service.” Their payment again increased the cost of
dismissal, particularly towards the end of a clerk’s career, when further promotion was
unlikely and the temptation to reduce effort was high, and the clerk’s knowledge and
experience increased the likelihood that any fraudulent act would be successful. They
were also, if a clerk was dismissed, a relatively cheap form of deterrent, and the
Agents’ discretion, as regards the size of the pension granted, again helped them to

establish a network of trust with their staff.

From 1895, employees also obtained generous life insurance. Before then, widows and
orphans were dealt with individually on their merit, which forced the Agents to

undertake the ’disagreeable duty’ of investigating their pecuniary circumstances.®

L PPR, p. vii.

2 Three of the 17 clerks who left the Office from 1904-8 obtained work in the private sector (CAOG 17/22,
memo, 15 Oct. 1908).

3 In 1891 and 1897, clerks earned bonuses for the extra work generated by the purchase of goods for,
respectively, the British S. Africa Co. and the De Beers Volunteers and the Uganda railway (CO 323/383/15937,
CAs to CO, 17 May 1891; CO 323/415/5386, CAs to CO, 13 March 1897).

4 CO 885/19/223, iv.

5 PPR, p. xiv.

6 CO 323/393/11909, CAs to CO, 13 July 1893.
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When the CO asked the Agents to slow the growth of their Office Reserve Fund, they
therefore proposed the establishment of a life insurance scheme, whereby staff and the
Agents would pay respectively 1/5 and 1/4 of their premiums and the Office Reserve
Fund the remainder.' The CO at first rejected the proposal, arguing that the Fund was
’public money and not the property’ of the Agency, and that the Agents were seeking
*what the civil service has not got and...more than what any mercantile clerk gets’.”
After much discussion, however, the CO relented and authorised a slightly less
generous scheme, under which existing staff and new employees earning less than
£300 pa contributed 1/4 of their premiums and the CAs and new staff with salaries
over £300 pa paid 1/3 of their premiums.’ The scheme again increased the opportunity
cost of dismissal, giving, according to Blake, the Agents ’the greatest hold over the
staff possible, because men know that if there was any corruption they would lose
their benefits’.* In addition, it discouraged Agent moral hazard, and again helped to
create an ethical Office culture. In 1909, on the advise of the committee of enquiry,
a new scheme ’of a more modest character’ was introduced for all new employees,
who paid at least 2/3 of their own premiums.’ After much CA pressure, the CO also
allowed new staff, if they wished, to join the civil service scheme, which provided a

lump sum on retirement and applied to unmarried as well as married men.®

Poundage was the commission paid by the Inland Revenue to the Agents for their
collection of tax on colonial salaries, pensions, and dividends. Since the Agency was

not a wholly public office, it was allowed by the Treasury, unlike other government

! Ibid.

2 Ibid., Meade to Ommanney, 17 Nov. 1893; CO 323/393/21057, Meade to Ommanney, 3 March 1894,

3 Ibid., Ommanney to Meade, 24 Feb. 1894. Married men earning up to £300 pa could insure themselves
for between £500 and £1,000; those on incomes of £300 to £1,000 pa for £2,000; those earning from £450 to £300
pa for £1,500 to £3,000; and the CAs for £5,000 to £10,000 (ibid.) Sir R. Meade commented ’the CAs open their
mouths very wide’ (CO 323/396/8119, Meade, 18 Aug. 1894).

4 PPE, q. 1187.

5 PPR, p. xvi.

8 CAOG 16/265, CO to CAs, 22 Nov. 1911.
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departments, to keep the payments.' The sums were originally distributed among
those staff engaged in the collection of tax. However, complaints from other
employees caused the Agents in 1902 to pay the actual collectors of tax only £5, and
to distribute the remainder to the rest of the Office on a pro-rata basis.” The Agents
also determined that any loss resulting from the carelessness or fraudulent activity of
a member of staff would be directly recovered from poundage before distribution.’
The payments amounted to roughly 4% of salaries, and again increased the cost of
opportunism.” In addition, they ’tended to create a healthy public opinion in the
Office against members of staff who may be guilty of carelessness’, that is
discouraged ’free riding’, the tendency, where individual contributions to a final output
cannot be identified, for team members to put in less effort than their colleagues. They
also encouraged ’whistle blowing’, members of staff informing management of the
fraudulent acts/mistakes of colleagues. After 1909 and the reduction of the threat from
moral hazard, poundage was no longer distributed to staff, but treated as office
income, with existing employees receiving a personal allowance equal to average

poundage payments of the previous three years in compensation.’

Other methods adopted by the Agents to minimise adverse selection/moral hazard
were bonds, monitoring, and the establishment of an Office culture. Bonds were
supplied by fifteen members of staff, whose jobs were difficult to monitor and whose
lack of effort/corruption could lead to major losses.® The securities varied from £100
to £5,000, depending on the employee’s level of income and the potential cost of
moral hazard, and had to be provided by third parties. In 1901, these securities were

replaced by bonds obtained from guarantee societies, the premiums of which were met

1 CO 885/19/223, iv.

2 PPE, q. 1150-1.

3 CAA: Memorandum book, 1 July 1901.

4 PPE, q. 1728. In 1909, poundage totalled £1,141 (PP 1910, Ixvi (Cd 5391)).
3> PPR, p. xv.

8 CO 323/548/45364, Blake, 1 July 1901.
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from poundage.! The need to provide securities thus no longer discouraged
applications for jobs, and the likelihood that theft would increase premiums and reduce

the amount of poundage available for distribution encouraged ’whistle blowing’.

Monitoring was facilitated by the restriction of decision-making, the effectiveness of
which was difficult to measure, to the CAs, and, until 1901 and the employment of
an Office Secretary, by requiring all letters and tenders entering the Agency to be
opened in the presence of an Agent, who also signed all outgoing correspondence and
cheques.” In addition, much of the work of the Office was divided into highly
specialised routine procedures, which could be easily supervised and also reduced
costs.” Such practices, however, had a number of drawbacks. The restriction of
decision-making to the Agents and their adoption of many routine tasks made it
difficult for them “to give to the larger and more important questions...the time and
attention which they require’. While the inflexibility of the rules that governed the
specialised procedures reduced the Office’s ability to respond to changes in its
environment, and the boring and repetitive nature of the work and the few
opportunities for exercising judgement may, in the case of some of the clerks, have

led to poor motivation and low productivity.

Finally, until 1900, the Agents made great attempts to establish networks of trust with
their staff through the provision of praise, and the granting of high pensions, a
génerous life insurance scheme etc. Any success, however, was destroyed by the
promotion of Sir Ernest Blake to the post of Senior CA in 1900. Whereas his
predecessor, Sir Montague Ommanney, was ’a man of even temper and great

kindliness of heart, and...a kind and considerate head of an office’, Blake was a "born

! Ibid.

2 CO 323/483/16903, CAs to CO, 9 May 1903.

3 The adoption of routine procedures allowed the employment of less skilled workers, and increased
productivity by minimising training and the time employees spent moving from task to task and in consultation

with management (Child, Organization, pp. 26-30).

4 CO 323/483/16903, CAs to CO, 9 May 1903. See also PPE, q. 4121.
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autocrat’ and ’tyrant’, who believed that the *personal interests’ of staff *came second’
to efficiency, and opposed any change that would *make our clerks our masters’.! His
low opinion of his staff, favouritism, and personal vendettas greatly reduced morale
and management/employee trust.” Relations were further soured by his encouragement
of older class iii and iv clerks ’to move on’ to avoid the classes being composed of
’responsible mediocrity’, and by his attempts to reduce costs, which led to an increase
in workloads, long hours of unpaid ’depressing and wearisome’ overtime, particularly

during loan flotations, and low or non-existent annual increments in salary.?

Much to his clerks’ disgust, he was also reluctant to complete the bureaucratization
of the Office and formalise staff conditions. Before 1908, the Agency had no set
scales of pay or increment, as Blake feared that such concessions would result in
“clerks dictating to us what we should do’, and believed that ’if you give a man fixity
of tenure absolute, fixity as regards salary, and everything else, to a great extent, the
stimulus for work is withdrawn’.* The staff’s discontent became so great that, in
1904, several employees wrote anonymous letters to the Pall Mall Gazette and Times,

in which they listed their grievances and complained that Blake refused to discuss the

! Times, 25 Aug. 1925, p. 13; PPE, q. 122, 4064; CAA: M 64, character sketch by>A.W. Abbott. Abbott
joined the Office three years after Blake resigned. Even before he became Senior CA, Blake *was not an easy man
to live with’ (E[dinburgh] U[niversity]: K[eith] P[apers], Gen 144/3/24, Anderson to Keith, 7 Aug. 1905).

2 Blake, for example, believed that the *deadening effect of routine work’ made his staff unable to make
effective decisions, and ensured that the Deputy Head of the works department, who had done ’good work for
many years’, but with whom he *did not get on at all well’, stayed on ’a relatively low wage’ (PPE, q. 1079; CO
323/608/3644, CAs to CO, 31 Jan. 1913; ibid., Harris, 5 Jan. 1913). His lack of ’consideration’ towards Arthur
Berriedale Keith, the Office’s first Secretary, caused Keith, in 1905, to return to the CO, even though, in doing
so, he took a 50% salary cut and was denied the seniority he had accumulated before joining the Agency (KP: Gen
144/3/58a, Keith to Mercer, 29 March 1905; Gen 144/3/24, Anderson to Keith, 7 May 1905). Blake, believing that
Keith wished to use his position to keep him ’in the dark in all important matters’, encouraged CA staff to
circumvent the Secretary; unfairly complained about his work, later dismissing the criticism as ’a joke’; refused
to provide his room with adequate heating or running water and then decided, without consultation, that he should
no longer have his own office; and, after promising him that he would be made a CA ’in a few years’, created the
Head of Engineering position, the occupant of which was almost certain to become an Agent (ibid., Gen 144/3/58a,
Keith to Mercer, 29 March 1905; Gen 144/3/56, Keith, 30 May 1905; Gen 144/3/69, Keith, 27 Nov. 1903).

3 PPE, q. 1078, 4010, Appendix vi; CAOG 16/12, Alford, 21 Jan. 1908. From 1904-8, 17 members of staff
resigned. The clerk Alford claimed that, from June to October 1907, he had worked overtime on 109 working days,
staying until after 6.30 pm on 60 days, and after 7 pm on 44 days, the equivalent of one full months work (CAOG
16/12, Alford, 21 Jan. 1908). Overtime was unpaid, as Blake believed that if payment was made ’your staff will

create overtime’ (PPE, q. 4073).

4 PPE, q. 842, 4064, 4069.
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matters with staff representatives.' In response, Blake organised an internal committee
to investigate the sources of discontent, which put forward a series of suggestions,
including the creation of a set pay scale.” Few of the recommendations, though, were
put into effect, and a pay scale was only introduced, on the advice of the 1908

committee of enquiry, in 1909.3

! Pall Mall Gazette, 17 Aug. 1904, p. 8; ibid., 20 Aug. 1904, p. 3; ibid., 26 Aug. 1904, p. 2; Times, 30 Aug.
1904, p. 10.

? PPE, Appendix vi.
3 PPR, p. vii.
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Chapter Two: Purchase of Crown Colony Government Supplies

The Agency’s purchasing role rested on its monopoly of the supply of colonial
government stores not produced within colonies, which was first officially recognised
and placed in the colonial regulations in 1874. Under this ruling, the Agents’
acquisitions rose from £414,500 in 1887 to £4.7m in 1914 (Figure 1). The primary
purpose of the regulation was to allow the CO to control Crown colony expenditure.
Colonies could only purchase goods through the Agents, who monitored all
requisitions, passing those without CO authorization, in the form of a relevant
ordinance or CO instruction, back to the Secretary of State. In addition, the use of a
single Agency, as opposed to individual colony agents, ensured the supply of cheap -
high quality goods. The Agency had relatively low adr;u'nistration costs; could '
purchase materials in bulk and therefore at a discount and from manufacturers,
eliminating the retail premium; could afford specialist staff and inspectors to guard
against supplier moral hazard; and, closely monitored by the CO, was unlikely to be

subject to moral hazard itself.

The advantages of the regulation and the Agency, however, were weakened by the
inability of the CO to monitor the Agency’s activities, and, more importantly, the
tendency of the Agents to act in their own self-interest. Until the late 1890s, wishing
to avoid the colonial criticism that could threaten the survival of their Office, the
Agents failed to closely monitor colonial observance of the monopoly regulation. They
also gave priority to the provision of quality goods, and thus purchased relatively
expensive articles, minimis\ed supplier competition, made use of specialised merchants,
entered into long-term relationships with service providers, and introduced stringent
monitoring procedures. As a result, the overall cost of purchases was far higher than
necessary, which, in turn, increased the Agency’s commission income. From
approximately 1898, financial difficulties forced the Agents to put greater effort into
the enforcement of the monopoly regulation. In order to minimise administration costs
and to increase commission income, they additionally reduced supplier competition

and made greater use of merchants, which further increased the cost of supplies.
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Figure 1: CA Purchases 1887-1914'

5000 -

4500 -
4000 -
3500 -
3000 -
2500 -
2000 -
1600 -
1000 -

500 -

0 - ‘ . ;
1887 1891 1895 1899 1903 1907 1911
Years

The Chapter is split into four sections. The first examines the extent to which colonies
complied with the monopoly ruling, and the circumstances in which the CO was
prepared to sanction the use of merchants. After a brief discussion of Agent and
merchant costs, the following section examines the high purchase price of CA goods,
concentrating particularly on the Agency’s purchasing procedure. The various other
components of cost eg. the Office commission, inspection fees etc are then discussed.
The Chapter concludes with a brief section on the problems of delay and the provision

of unsuitable materials.

2.1 Local Purchase

The monopoly regulation, as acknowledged by the Agents, was ’frequently violated’.”
In 1908, the Sierra Leone government admitted that it was a ’long established
practice’ for goods such as timber, cement, bricks, galvanised iron etc to be purchased
from local merchants, and that only those materials 'not obtainable at any of the

numerous large stores in Freetown’ were ordered from the Agents.” Similarly, in

! CO 323 series, CA accounts. Annual purchases = annual purchasing commission x 100.
2 PP 1909. xlvii (Cd 4668) (henceforth PPS), q. 10,792.

3 CO 267/501/2645, SL to CO, 5 Jan. 1908.
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1906, the British Guiana governor accepted that merchant purchase had been going
on for years’, and that only 19% of supplies came from the Agency.! While, again
in 1906, the governor of Trinidad confirmed that the colony had purchased ’all articles
in common use’ privately for ’over forty years’, and that only ’special articles and
heavy goods’, stationery, and uniform material were bought from the Agents.” Other
colonies also regularly breached the ruling, including the Straits, whose railway
department, in 1904, obtained 17% of its supplies from merchants; Ceylon, who, in
1908, had ’for some years’ bought items such as paper, stationery, and medicines from
local retailers; and Hong Kong, who, the Agents in 1907 discovered purchased drugs
and other goods privately, and whose public works department in 1899 obtained only
53% of its stores from the Office.’ The Agents additionally suspected Jamaica of
merchant purchase. The colony never made requisitions for necessities, such as
clothing, cement and saddlery, and the value of its orders varied enormously, from
£27,271 in 1897/8, to £31,809 in 1898/9, £8,789 in 1899/1900 and £24,327 in
1900/1.* The colonial government, however, flatly denied the charge, although it

accepted that it obtained small amounts of goods from the USA.’

Although some colonies, such as British Guiana, openly flouted the regulation, most
were circumspect. N. Nigeria purchased materials secretly. Sir Frederick Lugard, in
1902, for example, bought ’a good deal of cement, corrugated iron’ from the

merchants Maciver & Co., and attempted to arrange for the import of a range of goods

1 CO 111/553/45547, BG to CO, 23 Nov. 1906; CO 111/553/820, BG to CO, 19 Dec. 1906.

2 CO 295/438/806, Trinidad to CO, 21 Dec. 1906.

3 CAOG 14/66, Anderson to CAs, 24 Aug. 1909; CO 131/33, Appendix 21; CO 129/350/15681, CAs to CO,
2 May 1907; CO 54/704/12406, CAs to CO, 7 April 1906. The regulation was also infringed by S. Nigeria, the
FMS, the Gold Coast, and Natal, who, in 1881, appointed its own UK purchasing agent (CO 520/35/22223, Egerton
to CO, 28 May 1906; S/ells 's] Clommercial] I[ntelligence], 3 June 1908, p. 20; CO 96/448/1690, CAs to CO, 15
Jan. 1906. See also CO 96/366/21, CAs to CO, 31 Dec. 1900; CO 179/149/2873, CO to Natal, 22 Feb. 1883; B.
Guest and J.M. Sellers (eds.), Enterprise and Exploitation in a Victorian Economy (Pietermaritzburg, 1985), p. 32)).

4 CO 137/631/9649, CAs to CO, 7 March 1902; CO 137/623/7941, CAs to CO, 1 March 1901; CO
137/623/11406, CAs to CO, 29 March 1901. The Agents also obtained requests for payment from British
manufacturers for goods supposedly bought by the government (eg. CO 137/623/7382, CAs to CO, 26 Feb. 1901).

5 CO 137/612/31704, Olivier to CO, 10 Sept. 1900.
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from the Royal Niger Company.'! The FMS, whilst professing that all materials were
bought from the Agents, did nothing to prevent its staff from using merchants. In
1905, when the railway storekeeper was discovered purchasing stores privately, C.P.
Lucas, the Assistant Under Secretary of State, concluded that *probably all government
officials’ in the colony ’were aware of the system of local purchase and ignored the
fact that it was going on’.> Moreover, he suspected that the governor and railway
manager’s attempts to defend the storekeeper, who the CO had demanded should be
dismissed, were motivated by a recognition that they were ’responsible for the system,
and are therefore uncomfortable at the feeling that a minor official has had to bear all
the consequences’.’ Other colonies circumvented the ruling through perceived
loopholes. Orders were placed with local manufacturers in the full knowledge that the
firms would sub-contract the work to British companies. In 1905, for instance, it was
discovered that an ironwork contract awarded by the Straits to the Penang Foundry
had been sub-let to merchants, who had, in turn, passed the order to Messrs Dorman
Long & Co.* While, in 1901, an order for steel, given by the Central S. Africa
Railway to two Johannesburg firms, was sub-let to a London manufacturer, who, via
merchants, placed the order with a German company.’ Many colonies also exploited
the understanding that goods could be purchased from merchants if required urgently.®
S. Nigeria, for example, in 1907, claimed that, owing to a series of emergencies, it
had been forced in the first six months of the year to buy 59% of its supplies

privately.’

! RH: S[carborough] P[apers], mss Afr. s. 87, 3, Lugard to Scarborough, 17 Dec. 1902. Lugard halted
negotiations on discovering that the company’s prices were, in many cases, higher than those of the Agents (ibid.,
mss Aftr. s. 94, 10, Scarborough to Watts, 30 Oct. 1903).

2 CAOG 14/66, Lucas, 19 Sept. 1907.

} Ibid.

4 CO 273/313/10076, CAs to CO, 29 March 1905.
5 PPE, Appendix ix.

6 SCI, 16 March 1904, p. 7.

7 CO 520/53/43256, Auditor General to CO, 11 Dec. 1907; CO 520/61/22421, Egerton to CO, 30 May 1908.
Six months later, after a Colonial Office reprimand, merchant purchases had fallen from £10,806 to £161 (ibid.).
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Colonial failure to completely comply with the regulation meant that in some colonies
the Agents provided their services at a loss. The Agency, for example, supplied British
Guiana, in 1906, with £223,514 worth of miscellaneous and free services, but received
in return only a £100 annual contribution and commission for the purchase of just
£6,720 worth of goods, which together covered only 1/20 of the cost of their work for
the colony.' Until the late 1890s, the Agents failed to closely monitor colonial
purchases, and, wishing to maintain good relations with governments, turned a blind
eye to the use of merchants. Their parlous financial situation, however, then forced
them to improve their monitoring procedures and to compare year-on-year
expenditures, search the colonial press for reports of local purchase, investigate all
invoices sent to them for payment, and ask suppliers to inform them of the receipt of
private colonial orders.> Their findings were reported to the CO, who were

encouraged to take action against the guilty colonies.

The CO, believing that it was ’a perfect farce to have a rule standing, if the adopted
system is in direct contradiction of it’, generally supported the Agents and forced
colonies to abandon merchants.’> The only exceptions were where high freight rates
or the proximity of foreign suppliers made merchant purchase so advantageous that
its denial could cause political embarrassment, and where the local political situation
forced the CO to abandon the policy. In West Africa, CO sanction of local purchase
was initiated by high freight rates. The West African shipping trade was dominated
by Messrs Elder Dempster and the German Woermann line, who set excessive charges
and refused to grant the Agents special rates, supposedly fearing criticism from local
firms.* The Agents, however, were reluctant to charter steamers, as, from 1896, the

conference deemed that, if they made even one shipment to any West African colony

1 CO 111/558/3191, CAs to CO, 25 Jan. 1907. A similar situation existed in Jamaica in 1900 (CO
137/615/14855, CAs to CO, 11 May 1900).

2 eg. CO 129/308/24442, CAs to CO, 15 July 1901; CO 54/696/25236, CAs to CO, 17 July 1905.

3 CO 295/437/31840, Lucas, 29 Aug. 1906.

4 CO 96/474/34032, CAs to CO, 15 Sept. 1908. The rate of shipping salt from Lagos to London, for
example, was 20 shillings per ton, as opposed to 4/6d per ton to transport the same cargo to America and India
(P.N. Davies, The Trade Makers (London, 1973), p. 153-4).
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by a chartered vessel, they would loose all their West African rebates, which, from
1896-1905, averaged £4,274 pa.! Chartering would therefore ’lay...(them)...open to
charges of having sacrificed the interests of some particular colony in favour of some
other colony’.? In addition, there was generally insufficient cargo to make the
chartering of ships cost-effective, unless goods were allowed to accumulate, which
would lead to delay and more criticism. In the case of Lagos, where a sand bar forced
goods to be unloaded into lighters, the cost of landing materials would be high, as
Elder Dempster held a monopoly of the port’s lighterage facilities. And, if the Agents
were unable to charter and were forced to return to the conference, it could ’take an

antagonistic attitude, and raise rates still further’.3

In an attempt to circumvent the high rates, the CO allowed all the West African
colonies to invite local tenders for the supply of coal; S. Nigeria, in 1906, to obtain
kerosene oil from merchants; and Sierra Leone, in 1908, to purchase both kerosene
and timber in this way.* Merchants imported such goods in sufficient quantities to
make the chartering of ships cost-effective, and, as the successful merchant and not
the colony would organise shipment, it was believed that Elder Dempster would have
no grounds for withholding rebates.’ In the case of kerosene oil, merchants were also
able to transport the oil in wood, rather than in the more expensive steel drums
demanded by the conference.® Unfortunately, the coal purchased was often
unsatisfactory and occasionally obtained from America, and many of the contracts

were won by Elder Dempster, who, using coal as ships’ ballast, were able to

' CO 147/177/30737, CAs to CO, 25 Aug. 1905.
2 CO 96/474/34032, CAs to CO, 15 Sept. 1908.

3 CO 520/70/25758, Freelands to CAs, 30 June 1908.

4 CO 147/168/6513, CO to Lagos, 4 March 1903; CO 520/38/47545, Egerton to CO, 4 Dec. 1906; CAA:
CS 4 SL, CO to SL, 16 April 1908. Davies’s belief that the CO permitted the local purchase of cement, based on
evidence given in the 1909 shipping enquiry, is incorrect (Davies, The Trade, p. 151-2; PPS, q. 4331, 10692-700).

5 CAA: CS 4 SL, SL to CO, 5 Jan. 1908.

§ CO 520/38/47545, Egerton to CO, 4 Dec. 1906.
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incorporate an excessively low freight rate in their tenders.! The coal supplied by the
company was, at first, relatively cheap, but then gradually rose in price, particularly
after the Agents, concerned about quality and perhaps wishing to obtain income from
the transactions, insisted that it be inspected before it left Britain.”> An attempt to
widen competition, in the case of S. Nigerian coal, by advertising tenders in both the
UK and the colony led to a small reduction in price.> Generally, however, prices

remained high until the inter-war period.

Local merchant purchase was, secondly, permitted where colonies could genuinely
obtain goods more advantageously from the USA. Although the monopoly ruling
forbid colonial governments from purchasing directly or through merchants/firms in
the UK, it failed to specifically prohibit them obtaining materials from the USA and
the continent. In 1899, this loophole was tested by the Straits, who, experiencing long
delays in the delivery of goods, requested permission to buy direct from America and
Europe.’ The Agents vehemently rejected the proposal. It was argued that the delays
were temporary and not serious, the result of the 1897 engineering lockout and S.
African war.’ More importantly, it was wrong for British colonial government funds
to be used to ’promote foreign industries...in direct competition with British
manufacturers’.® The goods purchased would also be more expensive and of a lower
standard than those available in the UK. Foreign firms provided relatively poor quality
articles; were reluctant to provide bespoke goods; were unwilling to accept English

contracts, which were, in any case, difficult to enforce in foreign courts; and often

1 CO 147/172/43182, CAs to CO, 22 Dec. 1904; CO 267/474/41570, Shelford to CAs, 24 Nov. 1904. Sir
Alfred Jones, the Chairman of Elder Dempster, obtained most of the coal from his own collieries (Davies, The
Trade, p. 150). The company also used underhand business methods to win contracts. In 1904, a competing bid
was leaked to Jones by a telegraph officer, who was later dismissed (PPS, q. 4328, 4331). In the following year,
Jones discovered the contents of a tender from the Lagos railway accountant, who was later reprimanded (HP: mss

Afr. s. 1525, 9/8, extract 4 Feb. 1905).

2 CO 520/118/22144, CAs to CO, 15 July 1912.
3 PPS, q. 10,793.

4+ CO 273/249/29830, Straits to CO, 1 Oct. 1899.
5 CO 273/253/34283, CAs to CO, 8 Dec. 1899.
§ Ibid.
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refused to allow inspection, which, if it occurred, was costly and troublesome.'
Alternatively, C.P. Lucas and Sir R. Herbert both favoured the proposal. Herbert
believed that American firms, with their standardisation of design, superior machinery
and better distributed and more industrious labour force, could produce goods more
rapidly and at a lower cost than their British counterparts, and to a similar standard.”
Lucas agreed, though argued that colonies should only be allowed to deal with the US
direct, and should obtain European goods through the CAs.> Chamberlain, however,
supported the Agents, and ruled that all materials should be purchased through the

Office, and foreign goods supplied by them only in exceptional circumstances.*

The policy later, however, reverted to that proposed by Lucas. In 1900, in reply to the
Agents’ criticism of local purchase, Jamaica claimed that many articles could be
obtained more cheaply and rapidly from the USA.> Furthermore, it was pointed out
that lighthouse oil and some other goods supplied by the Agents were actually
manufactured in America, and that their price thus included the freight from the USA
to England and from England to Jamaica.® The CO, at first, rejected the colony’s
demands for American purchase, but then, in 1902, altered its stance, and ruled that
the colony should be allowed to purchase from the USA those articles that could be
better obtained from that country eg. oil, timber, foodstuffs and typewriters.” Those
goods that could be bought as well or better in Canada were to be purchased there,
and materials that were roughly the same price, whether supplied from the USA or
England, ’in view of the great sacrifice the British consumer is making for the W.

Indies in the matter of sugar’, were to be bought by the Agents in England.® The

! Ibid.
2 Ibid., Herbert, 29 Dec. 1899.
3 Ibid., Lucas, 20 Dec. 1899.

4 Ibid., Chamberlain, 20 Dec. 1900; ibid., C.O to Straits, 11 Jan. 1900.

5 CO 137/612/31704, Olivier to CO, 10 Sept. 1900.

§ Ibid., PWD Director to Col. Sec., 25 August 1899. See also Jamaica Daily Telegraph, 5 Nov. 1906, p. 6.
7 CO 137/631/7724, CO to Jamaica, 27 March 1902.
8 Ibid.
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policy was subsequently extended to British Honduras, and, in 1904, incorporated into
the new monopoly ruling, which specifically stated that supplies should not be

purchased directly in Europe, but made no mention of the USA.'

Thirdly, the CO sanctioned local purchase where failure to do so was likely to lead
to political upheaval. In Transvaal and the Orange River colony, the purchase of
public goods by the Agents, after the S. African war, led to strong protests from both
the Johannesburg Chamber of Commerce and the legislative council.? Although the
CO were convinced that supplies could be obtained more cheaply through the Agency,
warnings from the governor of ’serious political consequences’ if nothing was done,
caused them to accept a compromise.’ It was agreed that tenders would be called
simultaneously, on identical specifications and forms of tender, from merchants and
through the Agents, and contracts awarded by the local tender board to the firms that
offered the best terms.* The only condition stipulated by the CO being that all the
goods purchased came from Britain. The result was that the majority of tenders were
subsequently won by local merchants, to whom, according to the Agents, the tender

board was biased.’

Political expediency, similarly, led the CO to allow a degree of merchant purchase in
Trinidad and British Guiana. In Trinidad, in 1906, warnings from the governor that
an attempt to impose the monopoly regulation on the colony would lead to discontent
and be opposed by the legislative council, caused the CO to rule that merchants were
’entitled to any business where the difference in cost does not compensate for the

inevitable delay in getting things from England’.’ In British Guiana, the Agents’

! PPE, q. 1570-1.

2 C0O 291/71/24790, Milner to Lyttelton, 14 July 1904; CO 291/71/28531, Chamber of Commerce to Milner,
19 July 1904.

3 CO 291/72/30822, Milner to Lyttelton, 15 Aug. 1904.
4 CO 291/74/26378, CO to Transvaal, 20 Aug. 1904.

5 In 1906/7, for instance, the Central S. African Railway’s CA purchases fell by 72% (B/ritish] and S.
A[fvican] E[xport] Glazette], Aug. 1908, p. 697).

6 CO 295/438/806, CAs to CO, 8 Nov. 1906; CO 295/439/40955, Elgin, 7 Nov. 1906.
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insistence, again in 1906, that the government should increase its Agency purchases,
partly to finance the various free services provided to the colony, led to political
turmoil.' The issue of an instruction to this effect, after the Agents had assured the
governor that nothing would be done until he had discussed the matter with the local
business community, worsened the situation.” The mood in the colony becoming so
hostile that the Combined Court threatened to refuse to pass the vote for government
supplies unless the instruction was withdrawn.> As British Guiana was not a true
Crown colony and financial control rested with the Combined Court, the CO had no
alternative but to retract the order, though the colony agreed, in return, to increase its

annual contribution to the Agents.
2.2 Price of Purchases

2.2.i CA vs merchant prices

Colonial critics of the CAs claimed that the goods supplied by the Agency were more
expensive than those that could be obtained from merchants. Others argued that the
materials, though largely competitive with merchant goods, could still have been
supplied at a lower cost. The major problem in determining the truth of either claim
is the lack of accurate figures, due to the destruction, in the late 1960s, of the
Agency’s purchase files, and the Agents’ reluctance to publicise prices, supposedly for
fear that manufacturers, shippers etc would withdraw their special terms under
merchant pressure.* Throughout the period, colonies bombarded the Office with
example merchant prices, which purported to prove that goods could be purchased
more cheaply locally. The Agents, however, rarely accepted the claims. It was
variously argued that merchant goods were of a relatively poor quality; the articles
were purchased earlier/later than the most recent Agent delivery, during which time
the price/freight rate had risen/fallen; previous requisitions had been marked urgent,

and had thus been more expensive to purchase; the size/weight of supplies differed;

! The Argosy, 6 Oct. 1906, p. 5; ibid., 10 Oct. 1906, p. 3; ibid., 17 Oct. 1906, p. 3.
2 CO 111/553/45547, BG to CO, 23 Nov. 1906.

? Ibid.

4 CAOG 12/76, CAs to Ceylon, 29 Dec. 1920.
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and that advertised merchant prices were set artificially low in order to entice first
time customers.' Occasionally, merchant and Agent prices were compared. Generally,
however, the comparisons were invalidated by the failure of either the Agents or the
colonies to define what constituted the prices quoted. Only one comparison, between
CA and Sierra Leone merchant prices, used complete prices ie. the full merchant price
and the Agents’ purchase price, commission, the cost of freight and shipping, plus
import duties, from which public goods were exempt.? The results suggest that CA
goods, in most cases, were cheaper than their relevant counterparts, though often by
only a small amount. The comparison, however, fails to take account of the cost of
Agent inspection and perhaps packing, and both sides questioned the validity of the
other’s figures.’

Price comparisons are made even more difficult by colonial claims that CA supply
incorporated a number of hidden costs. It was argued that the monopoly prevented
merchants buying goods in bulk, the savings of which would have been passed onto
the customer; reduced colonial taxation revenues; restricted competition; disturbed
government/commercial relations; and discouraged British manufacturers establishing
a strong colonial presence.* On a more basic level, colonial governments had to
establish stores, which, if building, staff, insurance, cartage and deterioration expenses

and the opportunity cost of the capital tied up in stock were taken into account, could

''eg. CO 273/322/6421, CAs to CO, 22 Feb. 1906; CO 54/729/23483, CAs to CO, 13 July 1909; CO
291/89/11401, CAs to CO, 5 April 1905; CAA: CS 4 SL, CAs to SL, 20 July 1911; E 283/1, memo, undated; CO
54/696/41765, CAs to Col. Sec., 22 Nov. 1905. The Agency, for example, supplied cement in 4001b casks, whereas
merchants used 375 1b and 387 Ib barrels (CO 273/322/6461, CAs to CO, 22 Feb. 1906; CO 137/631/7725, CAs

to CO, 21 Feb. 1902).
2 CAA: CS 4 SL, memo, undated; ibid., Freelands to CAs, 12 Oct. 1908; ibid., SL to CO, 13 Aug. 1908.

3 Blakemores believed, with regard to some prices, that *nothing could be supplied at the amounts given’
(CAA: CS 4 SL, Blakemore to CAs, 2 Nov. 1908). The governor, L. Probyn, complained to the CO that the prices
quoted by the Agency for many of the articles were lower than those that the colony had actually been charged

(CO 267/514/19809, SL to CO, 22 May 1909).

4 Demerara Daily Chronicle, 13 Jan, 1883, p. 2; SCI, 9 March 1904, p. 7. CA purchases in 1889, 1899 and
1913 accounted for respectively 9.48%, 15.3% and 13.8% of total Crown colony public expenditure (PP 1914-6,
Ixxix (Cd 7786); PP 1904, Ixxviii (264); PP 1914, Ix (Cd 7510); CAA: Accounts 1889).
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add 10% to 15% to the price of materials.! If stores were not established, regular
deliveries of goods would be necessary, which, given the small size of shipments,
would greatly increase shipping costs, and, owing to the restricted steamer service to
some colonies, was, in any case, often not possible.” Similarly, CA purchase increased
administration costs, as staff had to determine future requirements, keep a record of
orders, and, if unsuitable goods were supplied, enter into long correspondences with
the Agents. The colonies’ inability to predict in advance the cost of goods also made
budgeting difficult. While, as purchasing officers were unable to view articles before
purchase and the Agents lacked merchants’ knowledge of local conditions, there was
a greater likelihood of the supply of unsuitable goods, which often had to be
returned.’ In addition, it was often difficult to estimate future needs, particularly in
colonies with a high staff turnover and a large number of settlements.® There was
therefore a risk of underestimation, which could result in costly shortages, and
overestimation, which could lead to losses, due to deterioration or sales of unused
stocks at discounted prices. Finally, CA purchase often increased individual colonies’
costs. For example, Sierra Leone, in 1908, feared that use of the Agents would force
the abandonmenf of an expensive financial system recently introduced into the
colony.’ And, the governor of the Straits believed, in 1906, that the colony would be
unable to use private contractors, who supplied their own materials, for minor public

works and have to expand at great cost its own public works department.®

2.2.i Quality and non-competitive purchase

To determine whether the Agents could have supplied less expensive goods, each

constituent part of the cost must be examined. The most important component was the

1 CO 295/438/806, Trinidad to CO, 21 Dec. 1906. See also CO 273/318/25810, Anderson to CO, 20 June
1906. In the Straits, for example, the maximum period for storage of cement was 3 months, and, in 1898, 500 casks
had to be sold at auction as ’slightly damaged’ (CO 273/317/7596, report, 29 Nov. 1898).

2 CO 273/322/9034, FMS to CAs, 2 Feb. 1906.

3 CO 137/648/5954, CAs to Jamaica, 14 Feb. 1905; The Argosy, 26 Sept. 1906, p. 2; CO 323/483/5971,
Round, 18 Feb. 1903.

4 CO 520/35/22223, Egerton to CO, 28 May 1906.
5 CO 267/501/2645, SL to CO, 5 Jan. 1908.

¢ CO 273/318/25810, Anderson to CO, 20 June 1906.
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price at which articles were purchased, which both the Treasury and the CO suspected
were excessive.! CA materials were certainly more expensive than those supplied by
the WO. Of the 16 articles common to both the Agents’ 1906 list of example prices
distributed to colonies and the 1906 WO Vocabulary, whose prices, unlike those of the
Agents, included a percentage for inspection, packing and departmental charges,

fourteen could be obtained more cheaply from the WO (Table 1).2

Table 1: Comparison of CA and WO Prices 1906°

Article

CA Price (s/d)

WO Price (s/d)

Axle grease

15/- per cwt

11/5 per cwt

Drums for oils, 10 galion

3/4 each (black)

2/6 each (red)

Glue, best scotch

48/- per cwt

20/9 per cwt

Oakum

17/6 per cwt

16/5 per cwt (white)

Linseed oil, boiled

1/10 per gallon

1/4.5 per gallon

Linseed oil, raw

1/9 per gallon

1/9 per gallon

2/11 per gallon

1/11 per gallon

Soap, hard yellow

21/- per cwt

17/6 per cwt

Soap, soft

17/- per cwt

12/9 per cwt

Tallow

30/- per cwt

31/9 per cwt

Tar, coal

3.5d per gallon

3.25d per gallon

Tar, stockholm

1/3 per gallon

9d per gallon

Waste, cotton, white

34/- per cwt

26/3 per cwt

Waste, cotton, coloured

25/- per cwt

24/6 per cwt

Duck, white

8.5d (28"

7d (27")

Bunting

5d per yard

3.25 per yard

Prices were high firstly because of the supply of quality articles and the use of an

uncompetitive purchasing procedure. The purchase of quality goods increased the

1'T1/100186/18832/16865, memo, 13 Nov. 1903; CO 267/449/2435, Antrobus margin note to Harris, 2 Feb.
1898.

2 The WO Vocabulary was a catalogue. Part, though not all, of the price difference is probably due to the
fact that the WO obtained certain of its goods from its own ordnance factories, the prices of which thus excluded

manufacturers’ profit.

3 WO Vocabulary 1906; CAA: CA circulars and papers, List of current prices, September, 1906.
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Agency’s income and discouraged colonial criticism, and was acknowledged by the
press, colonies, CO and even the Agents. In 1902, Sir Frederick Lugard, then governor
of N. Nigeria, complained that, as it was in the Agents’ ’interest that no complaints
of quality should be made,...they naturally go to expensive firms’.! Similarly, Sir R.
Antrobus, in 1905, admitted that ’the tendency of the CAs has always been to supply
the best articles, without considering whether a cheaper one would not do’, and C.P.
Lucas, in 1908, that both the CO and the Agency had ’been inclined to insist on a
rather better article than was absolutely necessary’.> While the Agents, in 1895, stated
that, with regard to drugs, its 'rule’ was to ’always supply articles of the best’, and,

in 1904, instructed its staff to only buy paint of the *highest class’.?

The CAs had complete freedom in the choice of supplier, except where the colony
specified that a particular colonial firm should be tendered, or that goods should be
bought from a particular UK company that had given ’satisfaction’ in the past, or,
from 1904, ’for other reasons’.* As they received no commission if a colonial firm
won an order, the Agents generally discouraged colonies from requesting colonial
tenders, and, if they were unsuccessful and a colonial and UK firm each submitted
identical tenders, awarded the contract to the UK company, which was judged to have
greater experience.’” The Agents also resented colonial choice of UK contractors,
which they regarded as the first step towards colonial purchase, and which they

believed increased the likelihood of the provision of poor quality goods and the

! SP: mss Afr. s 87, 3, Lugard to Scarborough, 17 Dec. 1902. In 1910, the U[ganda] R[ailway] C[ommittee]
criticised the quality of stoneware pipes supplied, which was “higher than is necessary for the purpose they have
to serve’ (CO 537/62, URC to CAs, 2 Jan. 1900). See also CO 446/41/1089, PWD Director to High Commissioner,
15 Aug. 1904; CO 137/612/31704, Olivier to CO, 10 Sept. 1900; West African Mail, 29 April 1904, p. 29.

2 CO 87/174/2283, Antrobus, 26 June 1905; PPE, q. 1609.

3 CO 152/199/15905, CAs to CO, 6 Sept. 1895; CAOG 12/71, Notes on the preparation of indents, 4 April
1902 (henceforth Notes).

4 CO List 1903; ibid., 1906.

5 CAA: EM 261/10, Barry to CAs, 18 Aug. 1909; PPE, q. 1894-5, 3965. In comparison, both the IO and
the self-governing colonies gave preference to local manufacturers.
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bribery of colonial purchasing staff.! They consequently often refused to comply with
colonies’ requests, claiming that use of the firm would not be in the colonies’ best
interests; insisted that the company take part in a tender ’if the amount of the work
renders competition desirable’; and refused to accept complete responsibility for any
goods supplied by the firm.> As a result, few colonies, particularly in the early part

of the period, took up the opportunity to name contractors.

Throughout the period, but particularly from the late 1890s, the Agency restricted
competition and the number of suppliers used. The policy increased the Office’s
income, as the higher prices paid raised commission earnings, and the most expensive
and ’troublesome part of placing an order (was)...the call for tenders, and the getting
them in and comparing them’.> In addition, there was less likelihood of fraud/the
supply of poor quality goods, as the risk that ineffective companies would win
contracts was eliminated and inspection during manufacture could be more effectively
introduced. The long term employment of particular firms also increased the cost of
dismissal for poor work/fraud, and encouraged such companies to report to the Agents
any colonial breaches of the monopoly ruling.’ In theory, goods were purchased
through a ’competitive system’.’ In reality, only materials over £100 were tendered.
Articles worth less than this figure, which accounted for a large proportion of
purchases, were rarely subject to competition.® Tenders were also not called when an

article was required urgently; was of special manufacture or patent and available only

! There is some evidence that bribery occurred. In 1909, for example, a S. Nigerian PWD engineer asked
two firms for ’advances’, presumably in return for requesting their use, and, in 1910, a firm offered to pay the
Ceylon medical storekeeper a commission in return for orders (CO 520/85/34355, Round, 19 Oct. 1909; CO

54/667/12323, CO to CAs, 24 April 1900).

2 CO 323/371/18103, CAs to CO, 8 Sept. 1888; SCI, 27 April 1904, p. 13; PPR, q. 1723. eg. CO
323/375b/7270, CAs to CO, 10 April 1889; CO 111/539/34608, CAs to CO, 16 Sept. 1903. The Admiralty always
used any firm specified by an ordering department (PP 1901, x1 (Cd 581) (henceforth PPWO), q. 1794).

3 CO 323/985/19, CAs to CO, 8 July 1927.

4 Fraud dismissal costs were further increased by the fact that the Agents passed the names of fraudulent
companies onto the WO and the Post Office, who struck the firms off their own lists (CO 323/470/16166, CO to

PO, 6 Sept. 1901).

5 PP 1881, Ixiv (C 3075), Julyan, Sept. 1878; Hansard, 5th series, viii. 256.

8 CO 323/474/13685, enclosure a, April 1901.
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from a single firm; its price had recently been determined by competition; a CE
advised that tenders should not be resorted to; or the Agents had a standing order with

a particular firm, who in return charged a discounted price.'

Even when tenders were used, there was no open competition. Invitations to compete
were merely sent to those on the Agents’ lists of suitable firms.> Open competition
was resorted to only for the purchase of materials for the F[oreign] Offfice]
constructed Uganda railway, which the Treasury, fearing Parliamentary criticism,
insisted should be obtained through public advertisement, and, from 1904, for large
rail orders.” Entry onto the Agents’ lists was tightly controlled. Colonial companies
were refused admittance, as the Agents lost their commission when an order was won
by a colonial firm. They also claimed that they had little knowledge of colonial
companies; that, as London rather than colonial agents, they had no duty to admit
them onto their lists; and that the inclusion of such firms would be regarded by
colonial governments as an attempt by the Agency to intervene in local matters.*
Even British firms, however, found it difficult to get onto lists. The lists were not
advertised and many firms were thus unaware of their existence.’ Applicants also had
to furnish references from a government department, English railway company or large
steamship company, with whom they had done business, and, from 1911, engineering
firms had to pass an inspection of their works by one of the Agents’ external

inspectors.® All the references were checked, and, unless they were uniformly

! Ibid. eg. CO 295/421/45347, CAs to CO, 16 Dec. 1903; CO 446/18/16066, CAs to CO, 8 May 1901. In
the case of the £987,090 of materials bought from 1898-1902 for the West African railways, most of which were
relatively high value items, only 58% were put up to tender (PP 1905, lvi (Cd 2325), Table 3). Goods purchased
without competition included ironmongery, tools, hardware, drugs and chemicals, stationery, glass and china,
lubricating oils, disinfectants, furniture, books, badges, flags and bunting, surgical instruments, provisions, livestock,
alcohol, kitchen utensils, bicycles and war munitions (CO 323/474/13685, enclosure b).

2 CAOG 17/22, memo, 5 Oct. 1908.

3 CO 537/50/79, Treasury to URC, 7 Nov. 1895; CO 537/50/156, Treasury memo, 18 Nov. 1895; CAOG
17/22, memo, 5 Oct. 1908.

4 PPE, q. 2043-4, 2074. After the enquiry, which recommended the greater use of colonial firms, the Agents
reversed this policy, though there continued to be complaints of insufficient representation (PPR, p. xxiii).

5 SCI, 23 March 1904, p. 15.

§ CAA: file 99, CAs to Barrett, 20 June 1895; file 53, 1911 report.
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excellent, the company’s application was disallowed. The helmet manufacturers,
Messrs J. Ellwood & Sons, for example, were, rejected in 1902 because they had
executed just one order for the WO in only ’a fairly satisfactory manner’, and, in
1904, when they reapplied, had provided the WO with ’fairly satisfactory supplies’,
which was deemed ’'not good enough’.! Similarly, the saddlery manufacturers,
Thomas Ash Ltd, in 1895, were refused admission to a list because, although they had
supplied British and foreign government departments, they had never held a contract

for the WO or metropolitan police.”

Ellwoods and Ash were not alone. According to the SCI, a well respected trade
journal, numerous other firms also failed to gain access to the lists, even though many
manufactured for other government departments, colonial Agent-Generals, and, in
some cases, the Agents themselves as sub-contractors to list firms.> In theory, any
firm rejected could appeal to the Secretary of State.* Few, however, did so.
Companies who received CA sub-contract work from list companies or worked for
other government departments were reluctant to make their grievances public.’
Moreover, from 1901, all appeals were dealt with by Sir Montague Ommanney, who,
as a former Senior CA, was thought unlikely to reverse the Agents’ decisions.® Many
of the Agents’ lists were thus out-of-date, contained mostly large firms, and were
comparatively short.” A 1904 Parliamentary paper, which contains the number of
tenders received for 19 contracts for a variety of goods worth over £500, the value at

which all list firms were supposedly tendered, suggests that the average number of

1 CAOG 12/123, WO to CAs, 1 April 1902; ibid., note, 21 May 1904.

2 CAOG 12/119, CAs to Ash, 7 Feb. 1895; ibid., CAs to Ash, 12 Feb. 1895.
3 8CI, 16 June 1904, p. 7; ibid., 23 March 1904, p. 15.

4 CAOG 17/22, memo, 5 Oct. 1908.

5 SCI, 31 Aug. 1904, p. 7.

§ Jbid. The Director of the Nyasaland Railway Co. regarded an appeal to Ommanney as "an appeal to the
Crown Agency in another form’ (PPE, q. 557).

7 Daily Mail, 22 April 1904, p. 4; BSAEG, 6 May 1904, p. 1352.
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companies per list for such goods was just eight.! A conclusion confirmed by the
1901 cement list, the only surviving list, which contains just 17 firms, of which only

nine appear to have been available for tender.’

Competition was further restricted by the small number of list companies actually
asked to bid. In 1901, for goods worth between £100 and £500 it was often ’suffice
to invite only a few firms from the list’.> Furthermore, the Agents appear to have
awarded contracts to the same firms. For example, of 50 orders for cement supplied
to Ceylon from 1894 to 1901, 60% were obtained from just three companies, and 30%
from one.* While the iron company Messrs Walter MacFarlane & Co., from April

1883 to September 1888, won 94% of its 71 invitations to tender.’

In comparison, the IO kept no lists, and obtained the majority of its goods, 62% in
1924/5, by tender through public advertisement.® The remainder, generally stores
produced by a small number of manufacturers, were purchased through invitations to
tender. Alternatively, the WO and Admiralty used lists. Both, however, did far more
than the Agents to encourage new applicants. The WO advertised annually, and
periodically asked the Woolwich store to recommend firms.” The Admiralty
advertised, obtained copies of the WO list, and, occasionally, sent officials to ’a

certain district to see whether we can find any additional suitable firms’.® Although

L' PP 1904, Ixxviii (Cmd 194); CO 323/474/13685, enclosure a, April 1901. Standard deviation 3.8. The
average figure excludes a rail contract that was publicly advertised, and an order worth £450 (SCI, 22 June 1904,
p. 13). The contracts were for a variety of goods including cement, coal, saddlery, iron pipes, railway carriages
and generators, and the number of tenders varied from two for telegraph insulators to 18 for small span bridges.
The actual number of companies tendered, and thus on the lists, was probably slightly higher, as, at any one time,
some firms would have been unable to bid.

2 CAOG 12/126, memo, 3 Dec. 1900. Two firms were *not well thought of” or *badly thought of”, three were
*not being asked at present’, and three were unable to tender (ibid.). The list was compiled before the formation

of the Associated Portland Cement Co.
3 CO 323/474/13685, enclosure a, April 1901.
4 CAOG 12/126, schedule, no date.
5 CO 323/371/18103, schedule, Oct. 1888. See also CO 131/33, enquiry, q. 1640.
S PPE, q 409; PP 1924/5, xxi (711), p.7.
" PPWO, q. 4312-3, 84.

8 Ibid., q. 1778/9, 2470, 2475.
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both asked for customer references, neither specified the type of reference required;
the WO accepting ’practically... everybody..who appears to be a competent
contractor’.! The WO lists consequently, in 1901, contained approximately 10,000
firms, whereas those of the CAs supposedly held, in 1908, just 3,000 names, and, if
the companies that appeared on more than one list were taken into account, around
1,000 names.” Similarly, the WO placed no limits on the number of companies asked

to tender, with invitations being sent to all firms on its lists as a matter of course.’

The firms to be tendered were chosen by a purchasing clerk, who, in the case of
engineering goods, usually followed the recommendations of the CE who had drawn
up the specification.* Successful tenders were again chosen by a purchasing clerk,
except where the tenders were for engineering work that involved questions of
competitive design or were part of .a large infrastructure scheme, when the bids were
passed to the relevant CE for recommendation, which, owing to the clerks’ lack of
technical expertise was invariably accepted.” In most cases, the lowest tender that
fulfilled the colony’s requirements was chosen, though, on occasion, if the lowest
tenderer had little experience or produced less well designed goods, the contract would
be allocated to the second lowest applicant.’ Very occasionally, if the prices tendered

were considered excessive, the engineers recommended a second competition.’

In their choice of tenderers and suppliers, critics accused the Agency and its CEs of

! Ibid., q. 2780-1; PPE, q. 2293. The WO also required a bankers reference, and the Admiralty inspected
works (PPWO, q. 2780-1, 2471).

2 PPE, q. 2293; CAOG 17/22, memo, 5 Oct. 1908.

* WO 254/6, p. 1378, Jan. 1908.

4 eg. CO 137/623/3351, CAs to CO, 26 Jan. 1901; CAOG 10/53, Preece to CAs, 23 Aug. 1907.
5 CAOG 17/24, misc. 142, no. 34, CAs to CO, 7 April 1902 (henceforth CAR).
S eg. CO 446/4/34286, CAs to CO, 8 Dec. 1899; CO 537/68, Reed to CAs, 6 April 1901.

7 eg. Ibid., Reed to CAs, 13 Feb. 1901.
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corruption and favouritism.! The Agents accepted that it could be in the interests of
suppliers ’to get hold of one of our staff to get information’.? Nevertheless, although
clerks received Christmas boxes and the Agent Edward Barnard, in the 1870s, was a
director of three joint stock companies supplying the Agency, there is no evidence of
major corruption.’ Fraud, as already discussed, was discouraged by targeted
recruitment, bonds, high salaries/perks, and the development of an Office ethical
culture. The Agents also introduced monitoring procedures specially designed to guard
against moral hazard. On arrival, tenders were stamped, initialled and recorded in a
date book and placed in a locked box, and, when the box was opened at the end of
the tender period, ticked off against their date book entries. Late tenders were only
accepted with the special permission of a CA. And all purchasing clerk decisions were
checked by a deputy head, and, in the case of orders, by a CA.* There is, similarly,
no indication of corruption by the Agents’ CEs, though at least two had close
connections with suppliers.” The engineers’ purchasing recommendations went
unmonitored until 1909, when the CO, wishing to protect them from ’approaches by
contractors’, instructed the Agents to require them to provide details of the tenders
received and the reasons for their recommendations.® Fraud, however, was
discouraged by the engineers’ high fees, their long relationships with the Agents, and

their dependence on them for a large part of their income, all of which increased the

! In a 1905 editorial, the Straits Times described the Agents as ’licensed pickpockets’ (Straits Times, 6 Nov.
1905, p. 5). The Straits’ governor Anderson accused the Agents and their CEs of being ’hand-in-glove’ with their
*favourite contractors’, and claimed that they did all they could ’to put business their way’ (CAOG 10/53,
Anderson to Cameron, 21 March 1907). See also CO 48/498/1916, CAs to Col. Sec., 26 Jan. 1880; Daily Mail,
22 April 1904, p. 4; Demerara Daily Chronicle, 12 Dec. 1882; SCI, 23 March 1904, p. 15.

2 PPE, q. 1044.
3 CAA: Memorandum Book, vol. 1, 21 Dec 1905; CO 537/157, Julyan to Herbert, 23 May 1876.

4 CAR. Not all of these procedures were fully adopted. In 1902, for example, the new Office Secretary
discovered that late tenders were considered up to the time an order was placed with a supplier without any
reference to an Agent, a practice that he believed to be ’objectionable’ and ’a farce’ (KP: Gen 144/3, Keith, 12

Jan. 1904).

S Sir J.F. Flannery, one of the Agents’ naval architects was a director of Callenders Cable & Construction
Ltd, which was successful in at least two tenders (DD, 1908; CAOG 19/295; CAOG 19/161). Major General E.H.
Harding, the military stores CE, was a director of the Chilworth Gunpowder Co. Ltd, who again supplied the

Agents (DD, 1889).

6 CO 96/488/32376, CO to CAs, 20 Oct. 1909; ibid., Ellis, 16 Oct. 1909.
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cost of corruption/dismissal.’

Goods purchased without tender were obtained from merchants, manufacturers, and
the WO. In the case of merchants and manufacturers, suppliers, before awarded a
contract, were required to submit an estimate of the cost of the good to be supplied,
which was then compared with that of similar orders.? If the estimate appeared
excessive, the firm was asked to provide an explanation, and, if this was
unsatisfactory, the order was passed to another company. In theory, the Agents, like
the IO, WO and Admiralty, did not use merchants, whose goods were more likely to
have been produced abroad and were relatively expensive, owing to the intermediary’s
commission.” In reality, however, the Agents bought a number of articles from
fetailers, as their specialist purchasing skills ensured quality, and their use reduced

administration costs, and, through the higher prices charged, increased income.

The largest group of articles purchased through merchants were *Birmingham goods’,
which were bought through Messrs V. & R. Blakemore, who had worked for the
Agents from the 1860s and depended on the Office for a large part of their income.*
The firm, which, in 1895, obtained £39,224 worth of articles, 6.7% of total purchases
(Table 2), bought goods directly without tender or inspection.’ In return, they were
paid a commission of 2.5% for packed items and 5% for articles packed and stored
in their Birmingham warehouse.® Their use was the subject of much criticism. In

1900, the CO Clerk A. Sewell argued that there was no reason why the Agents

! The CEs’ remuneration is discussed in chapter five.

2 CO 323/474/13685, enclosure a, April, 1901. In the 1908 enquiry, Carmichael, the head of engineering,
claimed that the Office requested 3 or 4 estimates for each non-tendered order (PPE, q. 4737).

3 PPE, q. 1711, 2471; SCI, 9 March 1904, p. 7; ibid., 8 June 1904, p. 13.

4 *Birmingham goods’ were hardware and metal articles manufactured largely in Birmingham, and included
buckets, iron bars, metal files, road rollers, anchor lights, mirrors, mosquito gauze, and beads (CAOG 17/24, misc.
142, no. 21; ibid., no. 17; ibid., no. 30; CO 323/492/29753, Blakemore to CAs, 12 Aug. 1904).

3 CO 323/474/8579, CAs to CO, 28 Feb. 1902.

§ CO 323/474/13685, enclosure a, April 1901. Although profit figures have not survived, the lucrative nature
of the business is reflected in the estate of Villiers Blakemore, who, when he died in 1884, left £26,190 (SH:

Probate records).
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Table 2: Value of Goods Purchased from Largest Non-Tender Suppliers (£)"

Company

1885

1895

1905

1914

V. & R.
Blakemore

27,623 (47)

39,224 (120)

41,719 (70)

69,673 (89)

Grindlay & Co.

2 (1)

971 (8)

13,289 (143)

18,974 (111)

Howard & Sons

4,425 (40)

14,365 (76)

12,264 (39)

10,862 (24)

Millington &
Co.

2,485 (45)

2,962 (69)

6,432 (50)

3,060 (27)

Milns & Co.

9,288 (42)

17,548 (125)

16,647 (47)

6,069 (44)

Saunders & Co.

17,208 (63)

13,062 (112)

26,106 (52)

10,871 (46)

Waterlow &
Sons

15,410 (72)

14,987 (117)

38,113 (76)

59,600 (84)

Totals

76,441 (18%)

103,119 (18%)

154,570 (9%)

179,109 (4%)

(% of total
purchases)

themselves should not purchase such goods, and that the company’s remuneration was
excessive.” Similarly, in 1902, a Birmingham firm complained that, like its fellow
companies, it had never been employed by Blakemores, even though it regularly
supplied the 10, WO, Admiralty and many Agent-Generals.LWhile, in 1904, it was
claimed that the company failed to pass the whole of manufacturers’ discounts onto
the Agency.’ In their defence, the Agents argued that Blakemores’ use of a small
number of manufacturers ensured quality and uniformity of pattern, and that the firm’s
staff were ’skilled experts in the hardware trade’ and could thus buy to better
advantage than themselves and were a better judge of quality.’ Nevertheless, in 1902,‘

to avoid ’questions’, the Agents arranged for the company to include its own

U BE: C98/7202; C 98/7211-2; C98/7221-2; C98/7227. The annual figures are the totals of cheques paid to
each company drawn on the Agents’ general account and may be underestimates. The bracketed figures, except
for the totals, are the number of cheques drawn, each of which may represent an order or part of an order.

2 CO 137/613/31708, Sewell, 11 Oct. 1900.

3 CO 323/481/2189, Hart to CO, 15 Jan. 1902. Blakemores insisted that the firm had been used.
4 CO 323/492/29753, Blakemore to CAs, 20 Aug. 1904. Blakemores denied the charge.

5 CO 323/474/8579, CAs to CO, 28 Feb. 1902; CAR.
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commission in the price quoted for articles.! They also made less use of the firm,
which by 1905 bought only 2.4% of total purchases, and by 1914 1.5%, perhaps
preferring to use the commission agent Grindlay & Co., whose purchases on behalf

of the Agents grew rapidly during the period (Table 2).2

Other goods purchased through retailers were timber, furniture, miscellaneous
domestic goods, paper, and drugs. Timber was bought from Leary & Co., who
obtained a brokerage of 1%.’ Furniture came largely from J. Schoolbred & Co. and
S.J. Waring & Sons, both of whom had premises in Oxford Street, London.
Miscellaneous goods were often bought from the Army & Navy Stores.’ While paper
was supplied by Messrs Saunders, who produced a small proportion of requirements
themselves, purchasing the remainder from other manufacturers, from whom they
obtained a commission of 5%.° Although the Agents claimed that the firm’s ’expert
knowledge’ allowed them to ’secure the lowest price’, others believed the paper to be
*far too expensive’ and that the Agents were ’particular friends’ of the company.’ The
Agency’s relationship with the firm, which the CO regarded as ’curious’, was certainly
close.® In 1904, for example, to encourage standardisation, the Agents allowed the
company to distribute to the colonies, at the Office’s expense, a book of standard
paper samples and a price list.” An action that presumably increased the company’s

S—

goodwill towards the Agency, but also strengthened colonial reliance on the firm,

though the Agents claimed that this was more ’apparent than real’."

! Ibid.

2 The fall in Blakemores® proportion of total purchases may also be due to the growth in railway material
purchases.

3 CAOG 17/25, CAs to Lagos, 22 April 1912.

4 CAOG 12/102, CAs to Nigerian Railway, 3 March 1914; CO 291/31/29427, CAs to CO, 21 Aug. 1901.
5 PPE, q. 4352a.

6 CO 54/704/44711, CAs to CO, 4 Dec. 1906; CAA: M 16, Mercer’s notebook.

7 Ibid.; SCI, 3 June 1908, p. 20.

8 CO 54/704/44711, note, 6 Dec. 1906.

9 CAOG 12/37, CAs to Saunders, 23 June 1902; ibid., circular, 15 Jan. 1903.

10 Ibid., note, 25 Nov. 1902.
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Drugs were bought from the Society of Apothecaries, whose use was the subject of
numerous complaints. Criticism peaked in 1905 and 1907, when, respectively, Ceylon
and British Guiana sent the Agents price comparisons that clearly indicated that drugs
could be purchased far more cheaply privately.! Of the 522 items available in British
Guiana from two private companies, for example, 73% could be obtained at prices on
average 10% to 15% lower than those of equivalent articles purchased from the
Society.” The Agents declared the comparisons invalid. The prices, which were highly
volatile, were collected at different times. The drugs available in Ceylon were supplied
in bulk, and the cost of their sub-division into packages/bottles was therefore borne
by the customer. In addition, it was argued that, as contracts were given to the lowest
tender, irrespective of the quantities required, private firms deliberately kept the price
of rarely used medicines low, but those of common drugs high. The quinine available
in British Guiana, for example, was 7% and 39% more expensive than that obtained
from the Society. Merchant drugs were also of an inferior quality to those supplied by
the Society, 'a claim confirmed, in the case of the British Guiana drugs, by the
colony’s Surgeon General, who tested a number of samples.” The Agents, in 1908,
however, appear to have undergone a change of heart. Declaring that improved
methods of preparation/grinding had reduced the cost and improved the quality of
private supplies, they proposed that, as an experiment, Ceylon should be allowed for
a given period, to purchase drugs through selective tender.* The trial led to ’a very
substantial saving in cost’, and the quality of the supplies, which the Agents had
insisted should conform to British Pharmacopoeia definitions and be periodically
tested, was found to be satisfactory.” The Agents, under CO pressure, thus extended

competition to other colonies, though appear to have purchased a large majority of

I CO 54/696/41765, CAs to Col. Sec., 22 Nov. 1905; CO 111/558/15683, CAs to CO, 30 April 1907. See
also CO 152/199/15905, CAs to CO, 6 Sept. 1895.

2 CO 111/558/15683, CAs to CO, 30 April 1907.
3 CO 111/564/11749, CAs to CO, 1 April 1908.
4 CO 323/538/28422, CAs to CO, 31 July 1908.

3 Ibid.; CO 323/553/40707, circular, no date.
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of Works. 1914
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" Crown Colonist, August 1933, p.348.
* Ihid.

[bid.

*Y. Cassis. La City De Londres 1870-1914 (Paris, 1987).
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supplies from just one firm, Howard & Co.

The remainder of the goods purchased without tender came from manufacturers and
the WO. Manufacturers included Waterlow & Sons, who supplied colonial stationery;
Millingham & Sons, from whom the Agents obtained envelopes; and Bickford & Sons,
a fuze manufacturer.” The WO supplied arms, ammunition and ordnance stores, the
value of which, in 1911, amounted to £30,000.> Use of the WO was compulsory and
designed to ensure that it and its contractors continued to manufacture in peacetime
on a scale that would allow rapid expansion in time of war.® The Agents strongly
opposed having to purchase from the Office, as its general incompetence and the
complex method of ordering materials greatly increased costs.’ In addition, when
goods were not available in the WO store, there was often a long delay whilst they
were bought from trade or manufactured, for which the Agency took the blame.® The
Agents also feared that colonial governments would be given permission to pass
warlike store requisitions to local ordnance officers, rather than themselves. A 1903
proposal that this should occur was strongly resisted by the Agents, who regarded it
as ’an attack on their business’, and argued that Agency ’purchase’ ensured CO
control of expense and pattern, and that any incidental questions about an order were
settled rapidly and efficiently.” The CO, however, although accepting that the
proposal was not feasible for colonies distant from ordnance stores, did believe it

possessed certain advantages for those closer to such stores, though did nothing to put

' CO 323/553/40707, circular, no date; CO 554/7/9360, CAs to CO, 25 March 1912,
2 Ibid.; CAOG 12/71, Notes.

3 CO 323/581/19985, Lucas, 25 July 1911.

* Ibid.

5 CO 323/527/118, CAs to CO, 1 Jan. 1907. The Office required four copies of each order, as opposed to
the trade’s one; queried the smallest variation’ in wording from its catalogue; provided only one supply invoice,
forcing copies to be made; and required payment 3-6 months after goods were shipped (ibid.; CAOG 12/71, Notes).

8 CO 323/577/456, CO to CAs, 2 Jan. 1911.

7 CO 323/483/5971, CAs to CO, 12 Feb. 1903; ibid., Round, 18 Feb. 1903.
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it into effect.!

In their complaints to the CO, the Agents stressed the size of the WO’s purchasing
commission, 5%, for goods from the Office’s ordnance factories, and 5.5% for those
specially bought in. They also argued that WO prices were 12% to 28% higher than
those quoted by private suppliers,” a claim queried by the CO Principal Clerk F.R.
Round, who believed that, given the large quantities supplied, the WO could probably
purchase goods more cheaply than the Agency.’ Nevertheless, in 1911, the CO gave
the Agents discretion to order ordnance stores elsewhere when there was reason to
believe that serious delay or expense would arise from WO supply, and, on occasion,
where the WO cost was excessive or involved delay, gave them permission to order
armaments elsewhere,’ The Agency also, occasionally, bought military stores privately

without CO authorization.’

The extent to which the Agents used competition varied over time. From the late
1890s, the Agents’ use of competition declined, due to their dire financial situation
and the increase in colonial demand for goods. Although their workload had grown,
they were reluctant to increase staff numbers. More staff would plunge them further
into debt and lead to criticism from the CO.® Moreover, the work arising from railway
projects rose and fell, as schemes started and were completed, and there was a risk

that the general rise in colonial purchases would prove short lived. New principals

! Ibid. It was believed that ordnance store purchase would eliminate delay, and, as store heads would buy
goods direct, lead to more satisfactory purchase, and allow colonies to know the final cost immediately, reducing

budgeting problems (ibid.).
2 CO 323/517/40711, CAs to CO, 3 Nov. 1906.
3 CO 323/483/5971, Round, 18 Feb. 1903.
4 CO 323/581/19985, CO to CAs, 1 Aug. 1911; CO 129/404/24135, CO to WO, 23 July 1913.
S eg. CO 323/581/25250, WO to CO, 30 June 1911; CO 323/581/24960, WO to CO, 25 July 1911.

6 Asked at the enquiry, why he did not request CO permission to implement changes in the organisation of
the Office in 1901, Blake replied ’the Secretary of State’s staff take it upon themselves to criticize our work and
to be our master’ (PPE, q. 4092).
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Indents per staff member

could become self-governing colonies and railway construction was bound to
eventually slow or come to a halt. There was thus the danger that an expansion of the
Office would be followed by a fall in the workload, leaving the Agents with an
expensive establishment to maintain and eventually dismiss and compensate.' The
general purchasing department, which purchased non-engineering goods, and also,
presumably, the Works/engineering department, therefore raised productivity by
increasingly dealing with merchants and reducing the number of goods obtained
through competition (Figure 2).” This strategy, by raising prices, also increased the
amount earned from the 1% commission and Office income, and, by reducing the
likelihood of the supply of poor quality goods, minimised criticism.’ In addition, the
departments increasingly began to combine orders and place them with firms without
first obtaining an estimate, and adopted various other practices 'which need not be

mentioned’.* As a result, there was an increase in *misinterpretations and omissions’,

Figure 2: General Department Productivity 1901-14°
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' PPS, q. 10,824; CO 291/74/26378, CAs to CO, 26 Sept. 1904.
2 CAOG 12/40, no. 7, memo, 4 Jan. 1908.

3 CO 323/577/32800, CAs to CO, 7 Oct. 1911.

4 CAOG 12/40, no. 7, memo, 4 Jan. 1908.

5 CAOG 12/40, No. 1 and No. 22. Pre-1901 figures are not available.
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longer delays, poorer management, and an absence of initiative, owing to the lack of

any ’reserve of time for thought’.'

From approximately 1908, the Agents made greater use of competition. The increase
in loan issues raised Office incomes, and the Agents’ wish to avoid putting into action
the enquiry’s recommendation that their profits and Reserve Fund income should be
redistributed to the colonies in the form of lower fees prompted them to raise costs
and increase staff numbers. In addition, greater standardization of goods reduced the
risk that an unknown contractor would supply ineffective/poor quality articles.” By
1911, the Agents had begun to invite tenders for paper and drugs, and, by 1914, for
enamelled wire and electroplate.> While, in 1914, furniture orders were, for the first
time, passed to manufacturers, even though the Agents thus obtained ’less commission,
as the money value is less’.* Other goods also began to be put up to competition and
supplied by manufacturers. In the general purchasing department, productivity fell
(Figure 2), and indents, which usually contained demands for a large variety of
articles, were split into smaller company orders, suggesting that there was less use of
merchants, who generally supplied large combinations of goods (Figure 3). Similarly,
the value of company orders grew to a lesser extent than that of indents, reflecting a
greater reliance on competition, which slowed order price rises (Figure 4).° The
Agents, however, still appear to have purchased a significant proportion of articles
from single manufacturers/merchants. Analysis of successful tenderers published in the
Board of Trade Labour Gazette, from 1910-14, shows that the Agents purchased 16%
of those goods for which at least three orders had been awarded, from one supplier,

as compared with the I0’s 11% (Table 3).

! Ibid.; CO 885/8/151, note, 7 Oct. 1902.
2 CO 323/591/36350, CAs to CO, 15 Nov. 1912.
3 CO 323/577/32800, CAs to CO, 7 Oct. 1911; CAOG 16/25, memo, 29 April 1914.

4 CAOG 12/102, HS to Mercer, 15 Jan. 1904.

5 The slow rise in order prices is also reflected by the price lists that the Agents distributed to colonies from
1906. Of the 35 articles supplied in both 1907 and 1911, the price of 46% fell, 57%, if seven types of canvas are
excluded (CAA: CA circulars and papers). In comparison, the Board of Trade wholesale price index rose, during
the same period, from 106 to 109.4 (B.R. Mitchell, British Historical Statistics (Cambridge, 1988), p. 728).
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Orders per indent

Value (£)

Figure 3: General Department Orders per Indent 1906-29'
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Figure 4: General Department Average Indent and Order Values 1910-29°
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I CAOG 1240, No. 6 and No. 22.
2 Ibid., No. 22 and No. 27-47.
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Table 3: CA and Indian Office Purchases 1910-4

Percentage of goods with
three or more orders, of
which 100% were obtained

from one supplier

Percentage of goods with
three or more orders, of
which 70% were obtained
from one supplier

2.2.iii Ineffective monitoring and reluctance to purchase foreign goods

Other reasons for the high CA prices were the ineffective monitoring system, and the
Agency’s reluctance to buy cheap foreign manufactures. As regards CO monitoring
of prices, the Secretary of State, when receiving colonial complaints of excessive cost,
generally accepted the Agents’ explanations, rarely criticised them, and exercised his
power to fine only once.> Monitoring was poor because the CO lacked the necessary
purchasing and engineering experience, and, though on a number of occasions they
considered obtaining external advice, they appear never to have done so.’> They also
wished to avoid political controversy, and were therefore reluctant to become involved
in purchasing disputes. For instance, in 1898, Sir R. Antrobus, in response to a Gold
Coast complaint, stated that it was "unprofitable...to say who is right’, and, in 1908,
the CO Principal Clerk C. Harris advised that British Guiana correspondence on a
local paper order should not be passed to the Agents, as we shall do no good keeping

up the controversy’.*

Colonial/Agent monitoring of prices was equally ineffective. To allow monitoring to

occur, CEs were required to estimate the cost of any articles designed, and the

! Board of Trade Labour Gazette, 1910-4.

2 In 1901, Chamberlain forced the Agents to pay £600 compensation to Jamaica for the purchase of overly
expensive rolling stock (CO 137/623/44147, Lucas, 3 Jan. 1901).

3 eg. CO 273/332/16717, Green, 17 May 1907; CO 147/138/2606, Grindle, 22 Nov. 1898.

4 CO 96/365/3743, Antrobus, 20 Feb. 1900; CO 111/558/42079, Harris, 20 Jan. 1908.
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colonies to state, on the requisition form, the maximum price they wished to pay for
each item and the expected cost of the entire order.! The Agents, before purchase,
could thus compare the order price with the estimate/colonial maximum, and, if the
former was excessive, refer back to the colony for instructions. As an additional
protection, the CE, before providing his recommendation, also compared the two
figures.> Many colonies, however, failed to fix a maximum price or set excessively
high maximums, as they had little knowledge of UK prices and wished to avoid the
delay caused by referrals, realising that they knew little of the range of goods
available and that the only instructions they could give the Agents were to abandon
the order, or, if the articles were essential, to pay the excess. Similarly, the
Agents/CEs often failed to monitor prices, with Antrobus, in 1901, attributing *half the
disputes with the colonies’ to the Agents’ failure to pay ’enough attention to what the
colonies can afford or are prepared to spend’.’ In 1900, for example, the Agents
failed to check the price of a locomotive obtained for Lagos with the requisition price,

with the result that the colony had to pay twice what it had intended.*

Moreover, the Agents, to avoid ’pedantic and annoying’ referrals, but largely to
minimise administration costs and delay/criticism, only referred back to the colony if
the total cost of requisition articles exceeded the prices quoted by 25%, the order was
not urgent, and there was no doubt as to the articles required.’ In many cases, orders
were not, even then, queried. In 1901, for instance, the Agents failed to contact
Jamaica, even though passenger cars required for the colony’s railway were 80% more
expensive than the estimate.® Alternatively, the 10, after determining the price of an

order, always telegraphed India for approval.” In 1902, under colonial pressure, the

! CAOG 12/71, example requisition form.

2 CO 137/623/3351, CAs to CO, 25 Jan. 1901.

3 CO 96/385/9930, Antrobus, 26 March 1901.

4 CO 147/152/14525, Ezechiel, 11 May 1900.

5 CAR.

§ CO 137/631/7724, CO to Jamaica, 25 April 1902. See also CO 147/152/14525, CAs to CO, 4 May 1900.

7 PP 1896, xv (Cd 8258), q. 2633.
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Agents allowed each colony to lay down limits by which it would permit prices to be
exceeded before referral became necessary.' The initiative, however, greatly increased
referrals, particularly of small requisitions, the price of which was easily exceeded.
The Agents therefore, in 1904, regained discretion as to the referral of small items,
though they agreed to always contact colonies if prices were exceeded by £10.2 In
1907, in a further attempt to prevent overexpenditure, N. Nigeria required the Agency
to reduce the quantities of goods purchased if prices exceeded the maximum set.’ The
Agents objected to the demand, which merely increased their workload, as the
remaining quantities were usually reordered later in the year.* Pressure was therefore

placed on the CO, who asked the colony to abandon the requirement.

Prices were further raised by the Agents’ reluctance to buy foreign materials. In 1911,
for example, just £2,185 of goods were inspected overseas.” Alternatively, the 10,
from 1898/9 to 1914/5, obtained between 1.6% and 10% of its stores from non-UK
countries, and the WO, except for certain war materials, always allowed foreign
manufacturers to tender, and only favoured British contractors if the price difference
was ‘negligible’.® Foreign purchase was primarily discouraged by the CO’s general
support for British preference, motivated by a fear of the loss of British colonial
markets, which, in the case of a number of Crown colonies, appears to have been well
grounded (Table 4). Although CA purchases in 1899 accounted for only 6.2% of
Crown colony UK imports, it was believed that government purchase of British goods
set an example that would be followed by the private sector.” Other factors that

discouraged overseas purchase include the relatively high associated administration

1'CO 323/492/36051, CAs to CO, 19 Oct. 1904.
2 CO 323/492/40471, CAs to CO, 28 Nov. 1904,
3 CO 446/67/13734, CAs to CO, 18 April 1907.
* Ibid.

5 CAA: file 53, 1913 report.

6 PP 1904, Ixvii (Cd 1915), p. 87; PP 1908, Ixxv (Cd 3969), p. 105; PP 1913, xlviii (Cd 6783), p. 88; PP
1916, xxi (Cd 8343), p. 144; WO 254/3, p. 532, 27 Aug. 1907.

7 PP 1904, Ixxviii (264); PP 1914/6, Ixxix (Cd 7786).
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Table 4: Crown Colony UK Imports 1880/1914 (% of total imports)"

Colony

Ceylon

Gold Coast

Jamaica

 Mauritius

Sierra Leone

Straits
Trinidad

costs; the lower commission earned on the cheaper goods obtained; from 1904 and the
establishment of the engineering inspection department, the greater cost of inspection,
which failed to be offset by a higher fee; and the risk that the materials bought would
be of a sub-standard quality.” There was also probably a fear of criticism from the

British press, who were strongly pro-British.

Foreign firms were invited to tender for Crown colony supplies in four circumstances.
Firstly, where the Agents wished to encourage British firms or cartels to reduce prices.
In 1904, for example, the Agency explicitly warned the members of the rail cartel that
an advert for rails for the FMS was to be placed in the USA press, and that any
suitable American tenders would be accepted.” The Office generally went to great
léngths to avoid carrying out such threats. In the case of the FMS rails, for instance,
on the discovery that the second lowest tender was from the USA, "every effort’ was
made to induce the British tenderers to reduce their prices, and a manufacturer, who
underbid the Americans, was encouraged to offer a more suitable port of shipment.*
Orders were placed abroad only when the cartel remained intransigent, the Agents then

using the order to encourage ring members to lower their future prices. In 1901, for

! PP 1894, xcii (Cd 7526); PP 1916, xxxii (Cd 8329)

2 §CI, 9 March 1904, p. 7; CAA: file 53, 1911 report. The cost of inspecting foreign purchases, in 1911,
was £119, but the fee charged only £60 (CAA: file 53, 1913 report).

3 CO 273/304/31241, CAs to CO, 7 Sept. 1904.
4 Ibid.
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instance, after placing a cement order in Germany, the Agents warned the Secretary
of the Associated Portland Cement Co., the cement cartel, that, unless prices were
reduced, ’our business...which is already very large and likely to increase, will most
assuredly go abroad’.' The strategy, on the whole, was successful. In 1904, the threat
of foreign purchase caused the rail cartel to reduce prices from £5/10/- to £5/2/6 per
ton, and, when an order was placed in the USA and the cartel realised we were in
earnest’, to £4/14/- per ton.> The possibility that foreign firms, reluctant to be used
in this way, would fail to tender or offer their best prices was avoided by the Agents,

in such cases, placing tenders abroad when the price difference was greater than 5%.?

Foreign goods were, secondly, purchased where it was clear that a very distinct
advantage would accrue to a colony, generally interpreted as a price difference of
more than 10%, or where there was likely to be a lengthy delay in delivery, due to a
strike or other causes.’ The Agents, in 1900, for example, purchased Jamaican railway
carriages in the USA, because ’long deliveries’ were offered by British firms, and, in
1912, obtained West African cement from America to avoid the London dock strike.’
Overseas tenders were also invited where a particular country produced goods that
were not available in Britain, or were more advanced than those manufactured by
domestic firms eg. electrical engineering goods.® An exception was electric light
carbons, which, though superior products could be obtained from Germany, were, from
1911, purchased from the General Electric Co. on the advice of the Admiralty, who
wished to ensure their continued UK production on the ’grounds of Imperial

defence’.” Similarly, in the case of the Transvaal, whose business the Agents took

''CO 520/10/15284, CO to CAs, 5 June 1901.
2 CO 323/492/10117, memo, 16 March 1904.
3 Ibid.

4 CO 273/304/23875, CO to CAs, 12 July 1904; CAOG 12/97, memo, 19 Feb. 1926; CO 273/253/34283,
Chamberlain, 20 Dec. 1902.

5 CO 137/623/3351, CAs to Cooper, 8 May 1900; CO 323/591/22145, CAs to CO, 15 July 1912.
6 CO 273/276/39738, FMS to CAs, 30 Aug. 1901.

7.CO 323/577/2738, CAs to CO, 26 Jan. 1911.
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over in 1901, the Office, for some years, sent repeat orders to foreign firms used by

the previous administration.'

Finally, there were a number of miscellaneous reasons for the high price of CA
purchases. It seems likely that the Agents failed to receive full trade and cash
discounts from manufacturers, owing to their lack of commercial awareness, and, from
the suppliers’ point of view, the high cost of dealing with orders.> Numerous colonies
complained of the lack of discounts, and, in 1908, the Agents added a note to their
tender form that specifically warned suppliers that failure to provide normal rebates
would cause them to be struck off the Office’s lists.” The warning, however, appears
to have had little effect. In 1910, for instance, a letter from Thorneycroft & Co. to its
British Honduras agent revealed that the firm was ’in the habit of quoting full list
prices to the CAs’.* Similarly, the Agents were reluctant, when buying public works
materials, to take advantage of any fall in price by purchasing all the materials
required for a project at one time, which would also have gained them a bulk purchase
discount. Instead, they preferred to buy goods as they were needed, as large one-off
purchases were speculative, tied up capital for no return, and led to high storage and

deterioration costs.’

Prices were additionally raised by the small amount of goods ordered by colonies, and
their reluctance to accept standard articles, which prevented the combination of orders.
As a result, the Agents were again often denied bulk purchase rebates, faced relatively

high delivery charges, and were unable to enter long-term contracts under which goods

1 CAOG 12/97, memo, 1 Feb. 1930.

2 Hansard, 4th series, 1904, cxxxv. 1331, 1337. In 1906, for example, it was discovered that the Vacuum
Oil Co. charged merchants a lower price for lubricating oil than the Agents (CO 54/704/41348, CAs to CO, 9 Nov.

1906).
3 CAOG 14/66, FMS railway manager, 8 May 1905; SCI, 3 June 1908, p. 20.

4 CO 123/266/16375, CAs to CO, 31 March 1910. The Agents claimed the practice was not widespread
(ibid.).

5 CO 273/313/6939, CAs to CO, 3 March 1905.
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were supplied for a set period at a set price.' The tendency of colonies to mark goods
"urgent’ to avoid delay also increased prices, as manufacturers generally charged a
premium for rapid delivery.” In 1902, the Agents asked colonies only to use the term
if goods were genuinely required urgently, but to little effect.’ In 1911, 90% of Lagos

textile, blanket and cap orders continued to be described as ’urgent’.*

There is also the possibility that prices were affected by the operation of rings and
cartels. The use of limited competition increased the likelihood of the establishment
of unofficial rings of list members, as the small number of firms tendered would have
ensured that each member would have regularly won a contract and made agreements
easier to reach. According to the writer E.D. Morel and the ex-governor Sir F.A.
Swettenham, rings of list members were common, particularly where large goods, such
as locomotives, were put up to competition.” The Agents, however, denied the charge,
and there is no evidence of the operation of such groupings. On the other hand, the
Agents accepted that industry rings existed, but claimed that the Office was largely
unaffected by their activities. The Agency circumvented a blasting powder ring by
placing orders with non-ring firms, the rail and cement associations through the
purchase of foreign goods, and the American paraffin cartel through the use of British
companies.® It, however, failed to avoid the influence of the American turpentine trust
or the steel sleeper cartel.” Whether these cartels treated the Agents in the same way
as other firms is not known. Certainly, in the inter-war period, the belief that the

Agents would never buy large amounts of goods overseas, led cartels to charge the

1 CO 273/342/3102, CAs to CO, 27 Jan. 1908. The adoption of long-term contracts was further discouraged
by their speculative nature.

2 CAOG 12/71, Notes.
3 Ibid.
4 Ibid., note, 13 Nov. 1911.

5 PPE, q. 860; Blritish] L[ibrary] of P[olitical] and E[conomic] S[cience]: Morel papers, F (9), Morel to
Antrobus, March 1904.

6 CO 323/492/10117, CA memo, 16 March 1904.
7 Ibid.
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Office far higher prices than their other clients.! The Steel Sleeper Association and
the Switches and Crossings (Export) Association, for example, used the Agents as a
milch cow, charging them far higher prices than any other customer, and using the

profits earned to cross-subsidize more competitive work.
2.3 Other Purchase Costs

The cost of goods supplied by the Agency comprised, in addition to purchase price,
the Agents’ own commission, inspection and packing charges, and the shipping agent’s
fee, freight insurance, the cost of shipment, and occasionally legal charges. Owing to
the Agents’ wish to maximise Office income and avoid criticism, all these expenses
were excessive. Until 1886, the Agents’ remuneration for the purchase of goods took
two forms. The larger colonies paid the Office an annual lump sum, the size of which
varied according to the work performed. Alternatively, the smaller colonies, whose
purchases were too limited to justify an annual contribution, paid a commission of 5%
or 2%, depending on the article supplied, and, for paper, 3%.” In most cases, the
annual contributions failed to cover the cost of the Agency’s purchasing duties, which
were financed by the large fees it earned from its loan work. In 1880, however, the
loss of responsible government colonies greatly reduced this income, and the small
size of the orders of the remaining colonies increased the Office’s purchase
administration costs. After some years of losses, the CO therefore, in 1886, allowed
the annual contributions to be used to cover the cost of a number of services for
which no charge had previously been made, and the Agents’ purchase work to be

remunerated by a universal 1% commission.’

Although the commission was generally treated as Office income, when, in exceptional
circumstances, the Agency was required to undertake additional purchasing duties that

added to its workload, it was distributed to the Agents or their staff. In 1891, for

' J.F. Hargrave, Competition and Collusion in the British Railway Track Fittings Industry (Durham Univ.
PH.D thesis, 1992), p. 301.

2 CO 323/364/5663, CAs to CO, 2 April 1886.

3 Ibid.; PPS, q. 10755. A commission was preferred over an annual fixed sum, as the former took account
of fluctuations in business, and was thus, for the colonies, a fairer form of remuneration.
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example, the £450/60 earned for the purchase of goods for the British S. African
Telegraph Account, the De Beers Volunteers, and the British S. Africa Co. was paid
directly to the clerks involved.' While, in 1896, the Agents received 1/3 and their staff
2/3 of the £1,491 eamed during that year from the purchase of Uganda railway
materials.”> The commission was charged on the value of goods shipped ie. the cost
of the article, the shipping agents’ fee, insurance and freight, and, according to the
Agents, was relatively low.’ It was certainly lower than the commissions set by the
WO, Admiralty and Stationery Office, who charged respectively 5%, 10% and 5%."
.It was also less than most merchant fees, which, owing to their small turnovers,
colonial presence, and high colonial capital charges, varied between 2.5% and 10%,
though many merchants claimed that they would be willing to complete government
purchase for little or no profit, for the prestige value and to facilitate bulk purchase.’
Compared to private railway companies and the 10, however, it was relatively high.
A 1901 comparison of the Agents’ remuneration for the purchase of materials for the
Uganda railway with the expenses of five comparable Indian railway companies and
one Egyptian company by the URC, who organised construction of the line, found that
the Agency’s remuneration far exceeded the private companies’ costs. Whereas the
Agents’ average annual charge was £4,807, that of the railway companies varied
between £1,087 and £3,733, and averaged £2,460 pa.® The Agents argued that the
Ugandan railway business was ’extremely onerous and responsible’, and claimed,
somewhat disingenuously, that it charged the railway committee a lower fee than its

usual principals, who additionally paid an annual contribution.” The committee were

' CO 323/383/15937, CAs to CO, 17 April 1891.
2 CO 323/415/5386, CAs to CO, 13 March 1897.
3 CO 323/577/34999, CAs to CO, 29 July 1912.

4 PP 1896, xv (Cd 8258), q. 11,745.

5 Ibid., q. 11745; PPE, q. 3675; CAOG 14/66, CAs to Anderson, 27 Dec. 1905; The Argosy, 6 Oct. 1906,
p. 5. In addition, many merchants during shipment charged interest on the cost of an order and freight (Daily News,
27 April 1904, p. 6). The claim that government work would allow merchants to reduce their fees is supported by

HP: mss Aft. s 1657, 1, jd/4b, Holt to Deemin, 20 July 1908, p. 37.

6 T1/9660A/7003, memo, 27 March 1901. The railway companies’ annual purchases were roughly the same
as those of the Agents.

7 CO 537/68, CAs to URC, 8 Jan. 1901.
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unconvinced, but nevertheless let the matter drop, as the majority of the railway
materials had been purchased, and it was feared that, if the complaint was pursued,
the Agents could quit and some difficulty might be experienced in finding a

replacement.!

The expenses of the 10, which was financed from the revenue of the government of
India, for the purchase and packing of goods and the organisation of shipping
amounted, in 1878/9, to 0.17%, and, in 1887/8, to 0.14%.2 If the fees paid for the
purchase of goods from the WO, Admiralty, Stationery Office and Inland Revenue
were included, the cost, in 1887/8, rose to 1.97%, and, if inspection was added, to
3.5%.” The Office’s expenses were lower than those of the CAs partly because its
orders were far larger and it therefore had lower associated administration costs. In
1924/5, for example, the average IO order was £350 as compared to the Agents’ £76,
and, in 1907, each CA purchasing employee administered £18,682 of goods per year,
as opposed to the £50,561 dealt with by each member of the IQ’s purchasing staff.*
In addition, the Agents’ work was more difficult than that of the 10, owing to the
greater number of principals, each with their own different needs and preferences; the
necessity of ensuring that expenditure had been sanctioned by the CO; and inadequate
completion of order forms, due to the relatively poor quality of colonial staff.’
However, even if the greater and more difficult workload of the Agents is taken into
account, their commission still appears to have been too high, particularly if the great
increase in purchases from 1886, when the 1% commission was first set and the

accompanying fall in administration costs, is taken into account.

The commission was excessive, because it had to additionally cover the cost of the

' CO 614/9/49, note, 4 April 1901.
2 PP 1896, xv (Cd 8258), q. 11,714-6.

3 Ibid., q. 11,716.
4 PPE, Appendix iv; ibid., Appendix vii; ibid., q. 424; PP 1924/5, xxi (711), p. 9; CAOG 12/40, no. 27-47.

5 PPR, p. vii.

85



organisation of public works construction and various other services, for which the
Agency obtained no fee eg. the preparation of agreements with banks and commercial
organisations, negotiation of colonial concessions, the administration of coolie
emigration etc. Such services, when the fee structure was first introduced, had
involved very little work, and, given the difficulty of calculating their cost, it had been
decided that no charge should be made.' By 1907, when the cost of the services had
reached £3,000 pa, the Agents proposed that the work be remunerated. The CO,
however, although it considered the introduction of a charge for correspondence and
an annual quarterly lump sum payment, decided that the matter *should rest for the
present’.> The commission, by the 1890s, had also to partly finance the Agents’
miscellaneous services, the cost of which, because of the growth of the work involved,

was no longer covered by the annual contributions paid by the larger colonies.

To ensure the supply of quality goods and avoid colonial criticism, the Agency closely
monitored acquisitions through inspection, and, to prevent damage during shipment,
repaéked them. The Agents’ inspection process was extensive and costly. In the case
of engineering goods, a large proportion of the materials were inspected before
production commenced, and all goods were inspected during manufacture.> Other
materials, such as cement and coal were examined after production, and clothing,
textiles, boots, military supplies, and miscellaneous goods such as wagon covers and
twine were transported to the Agents’ London packers’ warehouse for inspection.* In
comparison, the WO inspected only steel and small arms during production, though
all delivered goods were examined, and the Admiralty and IO largely inspected goods
on delivery.” Many colonies believed the amount of inspection undertaken was
excessive, arguing that the use of leading firms, who possessed highly effective

inspection departments and whose reputations and businesses would be damaged by

1 CO 273/332/7781, CAs to CO, 1 March 1907.
2 Ibid., note, 11 March 1907; ibid., Fiddes, 11 March 1907.

* CAR.

* PPE, q. 4851, 4918, 4727, 1468; CO 323/797/10073, CAs to CO, 14 Feb. 1919.

S PPWO, q. 448, 2328; PPE, q. 431, 2481, 2491.
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the supply of poor quality goods, made the practice unnecessary.! The Central S.
Africa Railway became so disgruntled that, in 1905, it requested that only certain

articles be inspected.?

The Agents, however, argued that inspection prevented fraud, and that *even the best
firms’ could not, under the stress of competition, be relied upon to turn out their best
work’.” If inspection occurred only in the colonies, many defects would fail to be
discovered on delivery, owing to the poor quality of local inspectors; there would be
long and costly delays whilst defective articles were replaced; and colonial inspectors,
aware of the high cost of rejection, would lower their standards.* In addition,
suppliers would raise prices or no longer tender for Crown colony orders, owing to
the need to employ a local agent to protect their interests, the cost of transporting a
replacement good to the colony and the defective article back to the UK, and the delay
in payment, which occurred only after inspection.’ As regards the form of inspection
to be adopted, works inspectors reduced delays, as their monthly progress reports
allowed the Office to send reminders to laggardly contractors, and defective
components or partly completed work could be replaced more rapidly than ineffective
completed goods.® Inspection visits to works also discouraged fraud, particularly the
supply of goods manufactured abroad. While the relatively low cost of replacing
partially completed articles and the close relationship that often developed between
suppliers and inspectors, who could often suggest useful design and production
improvements, prevented long and costly disagreements over the replacement of

defective goods and supplier retaliation through price rises or the boycotting of

' PPE, q. 1028; CO 18/214/4807, CAs to CO, 4 March 1889.

2 BSAEG, 1 June 1905, p. 1407.

3 CAR. The Agents’ inspectors discovered a number of cases of fraud. In 1908, for example, a contractor
was discovered using a false inspectors’ stamp to pass sub-standard goods (CO 537/54, Ommanney to O’
Callaghan, 4 April 1898). In 1892, a cotton waste manufacturer was found to have mixed cotton waste, rejected
by an inspector, with the replacement waste (CAA: file 20, Bowring to Stanger, 11 Jan. 1892).

4 CAR.
5 CO 291/74/26378, CO to Milner, 20 Aug. 1904.

8 CAR.
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tenders.! Similarly, the transport of clothing etc to London for inspection ensured a
minute and detailed examination, was often cheaper than sending an inspector to the
works, and prevented the substitution ’through carelessness or fraud’ of uninspected

for inspected goods.’

Until 1904, inspection was undertaken by freelance inspectors, based either in the
major UK industrial centres or the London packing warehouse, or by the Agents’ CEs,
who inspected the larger engineering goods they had often designed. The Agents’
monitoring of inspection work was generally ineffective, owing to their physical
distance from the inspectors; their lack of engineering experience and expertise, and
reluctance, except on rare occasions, to obtain external advice; and, in the case of
paper, drugs, enamelled wire and electroplate, the fact that test samples were chosen
by the manufacturer.’ In addition, neither the inspectors nor, to some extent, the
Agents had much incentive to ensure adequate inspection. Although the CEs were
engaged for long periods, the freelance inspectors, apart from the inspectors of
clothing/dry materials and boots/leather goods, were employed on an ad hoc basis, and
the cost of dismissal was consequently low.* Similarly, neither the Agents nor the
inspectors/CEs were held financially responsible for poor inspection. The Office
refused to accept responsibility, as the inspectors/CEs were legally employed and paid
by the colonies, and colonial governments were discouraged from seeking damages
from inspectors/CEs, who, as a result, could be discouraged from working for the
Office.’ Moreover, until 1901, the Agents continued to earn their 1% commission for

the purchase of replacement goods, with the remuneration charged thereafter being

! Ibid., enclosure c; Crown Colonist, 1933, p. 371-2.

2 CAOG 17/22, memo, 23 Nov. 1908.

3 CAOG 16/25, memo, 29 April 1914. The Agents checked their inspectors’ explanations of poor inspection
only in 1901, when they passed samples of bungalow materials and hoes to, respectively, the WO Chief Surveyor
and Chief General Stores Inspector (CO 96/386/37044, CAs to CO, 21 Oct. 1901; CO 537/68, CAs to URC, 10
Jan. 1901). The Office only began to sample paper etc themselves in 1918 (CAOG 16/25, Clothing department to

Warde, 25 July 1921).
4 CO 323/492/2218, CAs to CO, 18 Jan. 1904; CO 323/383/14469, CAs to CO, 16 July 1891.

5 PPE, q. 1471.
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determined according to the facts of each case.!

Not surprisingly, therefore, the standard of inspection was poor, and many colonies
were supplied with defective materials. In 1904, for example, ironwork intended for
the Lagos Court House, was found to have ill-fitting joints.? Timber destined, in 1901,
for the Gold Coast Government House, was discovered to be of poor quality.” Springs
supplied to Ceylon, in 1902, were of a higher resisting power than requested.* The
governor of S. Nigeria, in 1902, becoming so disgruntled that he pronounced
inspection to be “utterly useless and futile, and the fees paid money thrown away’.’
There was also a certain amount of fraud, at least as regards inspectors’ fees. For
example, in 1912, it was discovered that the general works inspector for many years
had charged the daily expenses fee of 4 guineas, available only where goods were to
be inspected ’at any great distance’, each time he had worked outside central
London.’ And, in 1901, the Agents strongly suspected that their Naval architect

combined CA inspection with private work.’

The Agents argued that inspection mistakes were inevitable, given the number and
complexity of the goods inspected; the tendency for faults only to become apparent
during use; in the case of large orders, the small proportion of articles that it was cost-
effective to actually check; and the need to limit inspection of urgent goods to speed
supply.® They also claimed that defects were often due to bad or unskilful use, with
the colonial officer responsible blaming the Agents to avoid censure. In 1905, for

example, pipes supplied to Hong Kong were found to have been subject to

! CAA: Memorandum book, 9 June 1901.

2 PPE, q. 659.

3 CO 96/386/37044, CAs to CO, 21 Oct. 1901.

4 CO 54/691/728, Gregory to CAs, 31 Dec. 1903.
5 CO 520/17/50883, CAs to CO, 8 Dec. 1902.

6 CAOG 12/68, Stanger to CAs, 13 March 1912.
7 CAOG 10/36, CAs to Reed, 20 Sept. 1901.

8 CO 520/17/50883, CAs to CO, 8 Dec. 1902; CAR.
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inappropriate treatment in the colony, which the CO concluded had then ’tried to
throw the blame on the CAs’.! Occasionally, however, the Agents accepted that
inspectors had acted incompetently, and fined or dismissed the culprits. In 1902, for
instance, an inspector, who, on six occasions, had passed defective timber, was forced

to refund his fees and was no longer used for such inspection.”

Exacerbated by the complaints and perhaps wishing to acquire extra income, the
Agents, in 1904, after a move to new accommodation increased available office space,
established an engineering inspection department. The section allowed the Agents to
more closely monitor the progress of goods; gave them better knowledge of the
character and methods of firms; and, as inspectors were salaried and full-time and the
Agents therefore accepted financial responsibility for mistakes, ensured better quality
inspection.” The department consisted of a Chief Inspector and, by 1908, 13
headquarters staff and 27 external inspectors based in ten cities. The external
inspectors were recruited largely from the ranks of freelance inspectors, but also from
private engineering. From 1904-9, 52% of the inspectors employed had previously
worked in an engineering company, with half of those who left from 1904-14
returning to the private sector, a trend that may have led to clashes of interest.’ By
1913, the department employed 45 inspectors, and, with CO permission, had taken on
private inspection work for the Egyptian WO and the Sudan government reserve.®
In addition, in 1904, a permanent clothing inspector was appointed, and, some time
before 1913, paper began to be inspected by the Stationary Office and drugs by the

government laboratory.’

' CO 129/342/8325, CAs to CO, 5 March 1907; ibid., note 7 March 1907.

2. CO 520/21/39973, CAs to CO, 30 Oct. 1903. See also CO 96/365/10822, CO to CAs, 17 May 1900.
3 CO 323/492/2218, CAs to CO, 18 Jan. 1904.

4 CO 323/548/45364, schedule.

3 CAA: Record of Inspectors; file 53, 1913 report.
§ CO 323/608/20037, CAs to CO, 11 June 1913; CAOG 12/109, Mercer to Western, 20 Nov. 1908.

7 CAOG 16/25, CAs to CO, 15 June 1904; ibid., memo, 29 April 1914. Leather goods continued to be
inspected by a freelance inspector until 1927 (CO 323/977/12, CAs to CO, 29 Sept. 1927).
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In order to obtain men of ’proved ability and tried integrity’ and to increase the cost
of dismissal due to poor quality work and fraud, the Agency allowed its freelance
inspectors to charge high fees, which varied according to their status and the amount
of goods to be inspected.! To increase its own income, on taking over engineering
and clothing inspection, it continued to charge the freelances’ rates, adopting, where
inspectors were paid different amounts for the same work, the highest rate charged.’
Moreover, it permitted those fees that took the form of a percentage value of the work
inspected, to be calculated according to the FOB or CIF cost of goods, arguing that
the examination of packing formed an important part of the inspection process and
that delivery and insurance expenses were often not known.> The fees were the
subject of much criticism. The CO Clerk J.F. Green, for example, in 1910, stated that
they ’are not and never have been justifiable’, and, in 1907, commented that the
Agents’ reduction of motor vehicle charges, in response to criticism, was ’virtually’
an admittance of overcharging.* Similarly, Lord Lugard, in 1902, accused inspectors
of charging ’exorbitantly’, and W. Australia, in 1889, believed the cost to be
*extraordinary great’.’ Although the pre-1904 fees are not available, those introduced
in that year do appear to have been relatively high. For instance, the Agency charged
1.5% for the inspection of clothing, as compared to the 10’s 0.958%, and for railway
materials 1.5% to 2.5%, as opposed to the I0’s 1.334% and the S. Punjab Railway
Company’s 0.5%.° The Agents also seem to have made large profits from their duties.
From 1905-9, gross profits of between 50% and 68% pa were made on clothing
inspection, and between 12% and 42% on the inspection of engineering goods, despite

high start up costs, the continued use of CEs to inspect highly remunerative

1 CO 18/214/4807, CAs to CO, 4 March 1889; CO 323/492/19809, CAs to CO, 2 June 1904.

2 CO 323/492/19809, CAs to CO, 2 June 1904.

3 CO 137/623/45494, CAs to CO, 24 Dec. 1901; CAOG 17/123, Carmichael to Chief Clerk, 15 Nov. 1926.
FOB = Freight on Board, CIF = Carriage, Insurance and Freight. In 1926, the Agents accepted that the practice
was not justifiable (CAOG 17/123, Carmichael to Chief Clerk, 15 Nov. 1926).

4 CO 323/564/22512, Green, 9 Sept. 1910; CO 273/332/16717, CAs to CO, 10 May 1907.

5 SP: mss Afr. s 87, 3, Lugard to Scarborough, 17 Dec. 1902; CO 18/214/4807, CAs to CO, 4 March 1889.
See also BSAEG, 5 Aug. 1904, p. 33.

6 CO 323/492/19809, CAs to CO, 2 June 1904; PP 1896, xv (Cd 8258), q. 11716, 11726; CO 537/69/436,
S. Punjab Railway Co. to URC, 28 Jan. 1901.
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bridgework and electrical contracts, and the provision of a variety of services for no

fee.!

After inspection, those goods examined at the Agents’ London packers’ warehouse
were repacked, along with materials likely to be damaged in transit, military goods,
and articles provided by firms for a number of colonies, which had to be split and in
some cases then combined with other articles into packages. Packing was undertaken
by Messrs Hayter & Hayter, who first worked for the Office in 1871, and, apart from
work for China and the British S. Africa Co., depended wholly on the Agents for their
livelihood.” The firm’s remuneration took the form of a fee per package, which, in
1907, averaged 13 shillings, and enabled the firm, from 1902-7, to earn a profit of on
average 16% pa.’ Critics of the CAs questioned the necessity of repacking goods and
the size of the fees charged. Although the firm in 1885 adopted a cheaper form of
packaging, which reduced some costs by 25%, quality materials continued to be
used.* There were also numerous complaints of poor packing, and of the company’s
lack of understanding of Crown colony conditions.” On the recommendation of the
enquiry, the firm’s duties in 1909 were taken over by the Agents, who, much to the
consternation of the CO, paid the Hayter brothers compensation in the form of a
*salary’ of £1,200.° The Agents improved the efficiency of the work, reducing total
charges by 5%, and, by 1912, had accumulated profits of £880.’

The final four components of CA prices were the fee paid to the shipping agent, the

' CAOG 12/40, No. 5; CAA: file 53, reports 1905-9.
2 CAOG 16/15, CAs to Hayter, 8 Feb. 1871; CAOG 17/125, CAs to CO, 3 April 1909.

3 CAOG 17/22, Hayter to CAs, 4 Nov. 1908; ibid., Hayter to CAs, 2 Nov. 1908. In the case of goods
ordered by the Anglo-French boundary commission in 1907, the cost of packing varied from 2.9% to 5% of value

(CO 431/121/1669, p. 12, 14).
4 CAOG 16/15, Hayter to CAs, 20 Aug. 1885; ibid., CAs to CO, 10 Sept. 1885.

5 eg. CO 446/41/10789, PWD to High Commissioner, 15 August 1904; CO 152/199/15905, CAs to CO, 6
Sept. 1895.

6 CO 323/564/25751, CAs to CO, 20 Aug. 1910; ibid., Green, 25 Aug. 1910; ibid., note, 25 Aug. 1910.

7 CO 323/608/18225, CAs to CO, 28 May 1913.
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insurance charge, the cost of shipment, and occasionally a legal charge. The transport
of orders to the colonies was arranged by a private firm.! The Agency’s shipping
department merely advised colonies on the despatch of stores, forwarded bills of
lading, and administered the insurance of cargoes.” The Agents claimed that they
lacked the experience necessary to undertake the duties involved themselves, and that
the exclusive use of CIF contracts, under which freight was arranged by the suppliers,
would increase prices, as contractors lacked the negotiating experience and the
economies of scale of a professional shipping agent.’ The firm employed by the
Agents was Messrs J. & R.B. Freelands, whose long relationship with the Agency, and
almost total dependence on Crown colony work, increased the cost of its dismissal and
thus encouraged it to perform its duties honestly and adequately.* There were also
personal connections between Freelands and two of the Agents, which increased the
social cost of corruption/poor performance. The son of Sir William Sargeaunt, A. St
George Sargeaunt, was employed by the company in 1883 as a clerk; became one of
the partners in 1888, at the age of 24; and, in 1907, on the death of the firm’s
founder, John Freeland, became senior partner.’ Likewise, in 1899, the son of Sir
Ernest Blake, Ernest Stephen Blake, after gaining a Cambridge degree and two years
experience in a shipbrokers and a merchants office, also joined the company as a
clerk, becoming, as a result of a prior agreement between his father and the childless
John Freeland, a partner at the age of 28.° Although both Sargeaunt and Blake

obtained large shares of the firm’s profits, neither took an active part in its day to day

! PPE, q. 433-6, 2335, 2500-7. The IO, WO and Admiralty also used private firms.
2 PPR, p. xix.
3 CAR. Smaller articles, however, were occasionally posted to colonies by contractors (PPE, q. 4503).

4 CAOG 17/41, CO to CAs, 9 Aug. 1911; PPS, q. 10685. Freelands replaced the Agency’s first shipping
agent, a Mr W.A. Winkley, in the mid-1870s (CO 323/337/16885, Meade, 5 Dec. 187?). To orgmise shipments
from Liverpool, Freelands, in turn employed a further shipping agent, Messrs Greenshields Cowie & Co. (CAA:

M 120).
5 CO 323/577/34999, CAs to CO, 28 Oct. 1911; PPE, q. 4283-4311.

6 CO 323/577/34999, Blake to CAs, 11 Sept 1911. In 1891, Sir Emest Blake also employed a parlour maid
named Ellen Freeland (Census records, RG 12/543).
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operation.' Sargeaunt dealt with the company’s ’finances’, and Blake, who the CO
Principal Clerk J. Anderson regarded as ’pretty useless’, helped supervise shipments.’
The majority of work was undertaken by John Freeland and Thomas Holt, a longtime

employee, who was made a partner on the announcement of the enquiry.?

The fees paid to the company appear to have been relatively high. To avoid
suggestions that it had an interest in the cost of the freight obtained, the firm, unlike
other shipping agents, was remunerated according to weight, and, in the case of
packages, the number of parcels shipped.* Although, where large amounts of goods
were to be transported to a particular colony, a uniform charge of 6d per ton was
adopted.’ In addition, for the arrangement of passages for colonial officers, the firm
received a commission from the shipping companies concerned, which some believed
it had no right to retain.’ The size of the fees paid was the subject of much criticism.
In 1901, the URC, on discovering that the company’s commission for the arrangement
of shipments to Uganda was double that charged by the IO’s shipping agent and
private Indian and Egyptian railway companies, asked for an explanation of the
disparity.” The Tanjong Harbour Board, in 1905, complained of fees, which it claimed
amounted to 1% of the cost of the goods shipped.® While, in 1909, a Parliamentary
question drew attention to the fact that, whereas, in 1904/5, the IO paid its shipping
agent £4,185 for the tfansport of £4.5m of stores, the Agents paid Freelands £9,189
for the shipment of £2.1 to £2.5m of goods.’

!'In 1908, a year before he retired, Sargeaunt obtained 43% of the profits, and Blake 18% (CAOG 17/41,
Holt to Antrobus, 14 Oct. 1911).

2 PPE, q. 4511; CO 323/577/34999, CAs to CO, 28 Oct. 1911

3 Ibid.

4 CAOG 17/22, Freelands to CAs, 12 Sept. 1908.

S Ibid., memo, 24 Sept. 1908.

S PPR, p. xix; PPE, q. 1028.

7 CO 537/62, CAs to URC, 6 Nov. 1900; ibid., URC to CAs, 17 Dec. 1900.
8 CAOG 17/22, Board to CAs, 21 Aug. 1907.

? CAOG 17/20, question, 13 May 1909.
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Freelands denied that they made excessive profits, claiming that, in the case of large
shipments, they often charged lower fees than those laid down by the Agency, and that
their profits in 1908 amounted only to 30-35% of receipts.! Charges were relatively
high because Crown colony freights involved a great deal more work than those of the
10 and private railway companies. The Agents shipped from many ports to a relatively
large number of colonies, each served by its own lines and with its own water/harbour
conditions and customs duties, which had to be taken into account when negotiating
rates. In addition, the Office transported a great variety of relatively small goods,
many delicate or with difficult dimensions, which necessitated the negotiation of
special rates and the employment of storage inspectors to ensure that they were
correctly stowed.”? The firm also performed more duties than most other shipping
agents. For example, it corresponded with contractors to ascertain the weight and
measurement of stores; supervised the arrival and loading of goods to ensure prompt

delivery; and settled post-voyage disputes and insurance claims.?

In fact, the firm appears to have made relatively large profits; in 1908 between 48%
and 70% of receipts.* On discovering the enquiry’s recommendation for their business
to be transferred to the Agents, the company offered to substantially cut its charges,
and the Agency, on taking over the work, was able to absorb custom entry charges
and 20% of the cost of bills of lading, and abandon its own 1% commission on
shipping charges.” The amount of work involved in organising Crown colony freights
was also not as great as claimed by the company. The decision that most freight
should be shipped by conference lines rather than ships chartered by tender, as in the
case of the IO, greatly reduced the firm’s workload. Similarly, although the company’s

role was far greater than that of the IO’s agents, who merely received tenders for

! PPE, q. 4392-9; CAOG 17/22, Freelands to CAs, 12 Sept. 1908.
2 Ibid.; ibid., memo, 23 Nov. 1908.

3 CO 537/62, Freelands to CAs, 9 Oct. 1900.

4 CAOG 17/41, CAs to CO, 3 April 1909; ibid., Holt to Antrobus, 14 Oct. 1911. On his death, in 1907, John
Freeland left £25,357 (SH: Probate records).

5 CO 323/553/11712, note, 19 May 1909; CO 323/577/34999, CAs to CO, 29 July 1912.
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freight, it was not greatly different from that of other shipping agents.' The manager
of the Bombay Railway Co., when asked by the URC to comment on Freelands’
claims, stated that the firm had ’unduly magnified its duties’, which were much the
same as those performed by his own agents.” The committee also pointed out that
most Uganda goods were purchased on FOB terms and that contractors automatically
supplied weight and measurement statements, and that few Ugandan shipping contracts
had ended in disputes.’ The Agents accepted the firm’s fees, probably because its
high charges increased their own commission and they wished to increase the cost of
dismissal due to poor performance/corruption, and realised that it was necessary to pay
the company a premium for its ’vast amount of information and experience of Crown
colony shipments’.* They may also have had difficulty monitoring the firm’s
remuneration. In the 1908 enquiry, the deputy head of the shipping branch admitted
that his staff did not ’know anything about shipping’, and kept no detailed records of
the amounts paid to the firm.> A more important factor, however, may have been the

Agents’ personal relationships with the company.

The Agents’ connections with Freelands lasted until 1911. In its 1909 report, the
committee of enquiry into the Office recommended that, to prevent duplication of
work, the firm’s duties should be taken over by the Agency.® Both the Agents and the
company were in contact with suppliers, and it was believed that amalgamation would
eliminate much correspondence. The Agents strongly opposed the proposal, claiming
that they lacked the requisite office accommodation, and would be unable to obtain

the best rates, as they lacked Freeland’s experience and expertise, and shipping

! Ibid.
2 CO 537/68, Begbie to URC, 12 Nov. 1900.
3 CO 537/62, URC to CAs, 17 Dec. 1900.

4 PPS, q. 10637.

5 PPE, q. 4587. The head of the department, however, may have known *something of the technicalities’
(ibid.).

S PPR, p. xx.
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brokers restricted special terms to ’those in their line of business and no other’.! It
was also argued that, as a CA shipping department would lack the company’s profit
motive, the quality of work performed would be lower. Some at the CO, however,
suspected more personal motives for the Agents’ opposition. J.F. Green, in 1911, for
example, noted that the Agents adopted ’with energy and promptitude’ those
recommendations that led to an increase in emoluments, but ’flatly denied’ to take
notice of a proposal that would ’disadvantage relations’.> Eventually, after much CO
pressure, the Agents complied with the enquiry’s recommendation, agreeing to employ
the whole of Freelands’ staff.’ Although some at the CO believed that the directors
of the firm had no claim to compensation, the Agents agreed to pay Sargeaunt £150,
John Freeland’s sister, who had received a pension from the company, £500, and
Blake, who subsequently became a farmer, £1,500. Holt, whose case was ’altogether
different from the others, in that he is the one who has really done the work’, was

given £2,500 and appointed head of the new shipping department.’

In theory, Freelands, like the IO shipping agents, chartered ships through open
competition.® In reality, the company chartered only when large, irregular orders had
to be shipped and generally used conference lines.” By 1904, for example, the firm
collected rebates from ten rings, and had agreed schedules of rates with thirteen
others.® Where chartering was adopted, the particulars of freight available were
advertised only in their own office, rather than, as was the case with other shipping

agents, in the Shipping Exchange, and contracts were almost always won by the same

' CAOG 17/22, memo, 23 Nov. 1908.
2 CO 323/577/3364, Green, 4 Feb. 1911.

3 CO 323/591/333, CAs to CO, 3 Jan. 1912.

4 CAOG 17/41, Blake to Antrobus, 11 Sept. 1911; CO 323/577/34999, Anderson, 21 Nov. 1911; Ibid., CAs
to CO, 29 Nov. 1911.

5 Ibid., CAs to CO, 28 Oct. 1911.

S PPS, p. 380.

7 CO 323/492/6877, Freelands to CAs, 23 April 1903. All the Uganda railway materials, for instance, were
shipped in chartered vessels (ibid.).

8 CO 323/492/10117, Freelands, 3 Feb. 1904.
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firms." Critics of the Agents argued that the company’s method of engaging freight
was unfair, and led to the payment of high rates. In 1903, a complaint by the shipping
company Temperley Carter & Burke that they had never been invited to tender for the

conveyance of goods to Ceylon, led to a House of Lords motion on the subject.’

Freight was engaged in this way, firstly because there was often no competition for
cargo. Many routes were served by only one company, and, where this was not the
case, the small amounts shipped by the Agents often discouraged firms from bidding
for contracts.” In addition, chartering/tendering increased Freeland’s workload and
costs, and the associated adverse selection and low cost of dismissal meant that
chartered ships provided a poor service, often damaging or 10)/sing materials, which
was particularly disastrous when freights were uninsured.® Chartering also led to
delays, as the tendering process took time and the small amount of freight shipped
meant that cargoes had to be left to accumulate until the chartering of a steamer
became cost-effective. On the other hand, conferences offered a regular service,
particularly important for passengers, and usually gave the Agents very favourable

rates, and, occasionally, allowed them to charter without loss of rebate.’

As regards those conferences that charged excessive rates, the Agents argued that the
support of lines that wished to break up the monopolies was a futile exercise. The

independent line either failed to compete, or, if they captured a significant part of the

''CO 323/492/6877, Freelands to CAs, 30 March 1903.

2 CO 323/492/6877, Temperley to Grey, 21 March 1903. Freelands pointed out that Temperleys made very
few trips to India/Ceylon, often failed to tender when steamers were chartered, and, when they did tender, were
outbid (ibid., Freelands to CAs, 23 April 1903). In 1909, the N. Nigerian governor, Sir P. Girouard, negotiated the
contract for the shipment of Baro-Kano railway material himself *afraid that if left to the CAs and their shipping
brokers we would not do too well’ (RH: L[ugard] P[apers], mss Brit. Emp. s. 63, Girouard to Lugard, 25 Jan.

1908).
3 CO 323/483/11332, Freelands to CAs, 23 April 1903.
4 CO 323/492/48717, Freelands to CAs, 30 March 1903; CO 323/492/10117, Freelands’ memo, 3 Feb. 1904.

S PPS, q. 10582. In S. Africa, in 1904, the Agents were charged 16 shillings per ton for the transport of
goods to the Transvaal, whereas ordinary merchants paid 25 shillings per ton (Transvaal Leader, 22 July 1904, p.
8). Critics argued that such rates were obtained at the expense of merchants, who were charged correspondingly
higher rates (PPS, q. 10707). Blake denied the accusation, claiming that government shipments were not
*sufficiently large to influence the price’, and that the lower rates partly reflected the heavy and bulky nature of

Crown colony cargoes, particularly railway materials (ibid., q. 10711).
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trade, usually subsequently joined the ring and raised their charges. Shippers who
supported such lines thus lost their conference rebates without any real return.' The
Agents, consequently, generally discouraged the support of independent lines. In 1905,
for example, when a German and English company attempted to break the P & O/
British India Co. India/Ceylon conference, the Agents strongly advised the CO to stay
with the ring, which doubled and then trebled its rebate and was wholly British.’
Likewise, in 1904, when the CO wished to support the Houston line in its attempt to
compete against the S. African conference, the Agents recommended the continued use
of the ring, as private enquiries had discovered that Houston had entered the market

with a view to joining the conference.?

The exception to this policy of non-involvement was West Africa, where the Agents
strongly supported any action to break up the Elder Dempster conference, whose
rebate strategy had led the CO to allow colonies to purchase coal and other goods
locally, thus depriving the Agents of their purchase commission. In the case of S.
Nigeria, the Office also had to bear the cost of organising UK tenders for coal and
inspection, for which, until 1913, it received no fee. Moreover, the company’s
reluctance, unless a large premium was paid, to ship goods to West Africa from
London, as opposed to Liverpool, forced the Agents, on occasion, to purchase cement
from Germany, which increased their administration and inspection costs.” All
attempts by the Agency, however, to act against Elder Dempster were blocked by the

CO, whose members favoured Sir Alfred Jones, the Chairman of the company, who

' CO 323/504/21723, note, 26 June 1905.
2 Ibid.; CO 323/504/21289, CAs to CO, 20 June 1905.

3 CO 323/492/6877, CA memo, 4 June 1904, Appendix e.

4 CO 323/577/19715, CAs to CO, 15 June 1911. In 1913, the Colonial Office allowed a charge of 1/4% to
be levied (CO 323/608/1522, CO to CAs, 30 Jan. 1913).

> CAOG 12/126, CAs to CO, 23 Sept. 1902.
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took care to cultivate officials.' For example, in 1905, the CO rejected a CA proposal
that a meeting of representatives of the West African colonies, the Agency and CO
be organised to discuss methods of defeating Elder Dempster.? In 1906, it refused to
allow the Agents to support an attempt by Messrs Symonds to break up the
conference, claiming that their use of the company’s ships would merely force Jones
to allow Symonds to join the ring, placing them in ’the humiliating position of having
been the catspaw of the company’.’ And a 1907 suggestion that the CO should
require Jones to alter his rates and rebate policy and force him to resign as Chairman
of the Bank of British West Africa was dismissed as ’too childish for serious

consideration’.*

The CO preferred more subtle methods of influence. In 1903, Chamberlain promised
to ’say a few words next time I see Sir A. Jones’, and, in 1907, the Secretary of State
agreed to 'make representations’.” Few at the CO, however, were confident of the
success of such an approach. Antrobus, in 1904, accepted that it would ’take more
than a few words, even from Mr Chamberlain, to induce Jones to abandon...the rebate
system’, and the CO clerk F.G.A. Butler, in 1907, admitted that Jones was not ’likely
to be very squeezable’.® The Agents totally rejected the strategy, which they argued

allowed Jones to ’pose as a great philanthropist and benefactor’, but ignored the fact

! Jones was a personal friend of Chamberlain and gave generous financial and personal support to the
'Unionist cause in Lancashire and Wales. In 1903, the West African merchant John Holt wrote Jones is off to help
Chamberlain at Cardiff. (He) has big things in view if only Chamberlain wins the country. C has made friends of
the mammon of unrighteousness’ (BLPES: Morel papers, F (8), Holt to Morel, 30 Nov. 1903). Jones was also a
friend of Sir Montague Ommanney, giving his daughter, on her marriage, a necklace, muff chain, and silver plated
cutlery, and had good relations with Sir Francis Hopwood, arranging, as President of the Cotton Growing
Association, a dinner to *welcome’ his appointment as Under Secretary of State (SA: Barnes and Mortlake Herald,
18 Nov. 1899; Bodleian: Southborough papers, mss Southborough, box 2, invitation, 9 Oct. 1907). As regards
Churchill, Major James Carmichael, the Agency’s Head of Engineering, believed that Jones had him ’in his pocket’
(SP: mss Afr. s. 96, 12, Kirk to Scarborough, 19 Sept. 1907).

2 CO 96/434/32224, CAs to C.O, 7 Sept. 1905.

3 CO 96/449/36668, Butler, 10 Oct. 1906.

4 CO 96/461/20929, Strachey, 22 June 1907. It was alleged that Jones used the bank to further his shipping
interests, only providing traders with loans if they agreed to exclusively use Elder Dempster ships (PPS, q. 4407).

5 CO 147/168/13049, Chamberlain, 21 May 1903; CO 96/466/27209, CAs to C.O, 30 July 1907.

6 CO 323/492/10117, Antrobus, 26 March 1904; CO 96/461/27209, Butler, no date.
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that his money had been ’sweated out of the trade of West Africa’.! Indeed, Blake’s
disgust of the CO’s stance became so great that, in 1907, when instructed by the
shipping ring enquiry to give evidence, he informed the Secretary of State that he
would be ’bound to say that I do not agree in several cases with the policy pursued

by the CO’?

In addition, to organising shipments, Freelands also dealt with the insurance of
freights. From 1899 to 1908, on average, approximately £1.5m, 68% of Crown colony
shipments were insured.’ Since the imperial government had long since dispensed
with insurance, which it believed was not cost-effective, the goods of those colonies
in receipt of imperial finance were not protected against loss or damage.* Other
colonies, generally the more affluent, specifically instructed the Agents not to obtain
cover, and some, such as the Seychelles, only insured goods over a given value.’
Insurance cover was provided by the London Assurance Corp., which was exclusively
used by the Agents from 1858.° Until 1891, each shipment was covered by a separate
policy negotiated by Freelands.” Thereafter, an open continuous policy operated, the
premiums of which were negotiated annually by John Freeland, after independenf
advice from ’unofficial contacts at Lloyds’, presumably his brother Alex Freeland.®
In return for this service and dealing with claims, Freelands received a proportion of
the brokerage.’ The charges agreed, again appear to have been excessively high. In

1905, it emerged that the rates on shipments to the Transvaal were greater than those

' CO 323/527/15468, Blake to CO, 29 April 1907.

2 Ibid. Green believed that Blake was not *in a position to criticise the Office publicly’, particularly as the
CO had recently accepted responsibility for the high CE fees "though in fact...(the Agents’)...advice had invariably
been accepted’ (ibid., Green, 1 May 1907). After an interview with the Under Secretary, Sir Francis Hopwood,

Blake agreed to decline to reply to any questions of policy (ibid., Green, 6 May 1907).
3 CAOG 11/134, CAs to Seychelles, 4 Oct. 1893.
4 CO 446/12/15680, CO to Treasury, 30 May 1900.

S CAOG 11/134, CAs to Seychelies, 1 Jan. 1894; CAOG 17/7, note, 25 May 1906.

6 CO 323/492/26361, memo, undated.
7 CAA: A. Jeffries, A Short History of the CAs’ Insurance Fund (unpublished, approx. 1960), p. 4.

8 Ibid., p. 5, 21. SH: Probate records.
9 CO 323/608/38729, CAs to CO, 8 Nov. 1913.
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paid by private merchants." While the insurance expert engaged, in 1912, to advice
the Agents on their own insurance scheme, believed that the Office paid ’a good deal
too much’ to London Assurance, which made a *handsome profit’, amounting from
1899-1908 to 64% of payments.” Given their well packed cargoes, use of high class
steamers, and the propriety of their principals, the Agents were a low risk and should

have been charged lower than average premiums.

The Agents keth no detailed records of premiums and claims, and thus had difficulty
monitoring the performance of London Assurance.’ They were, nevertheless,
confident that use of the firm benefitted the colonies. It was claimed that the company
offered colonial governments favourable rates, rapidly and liberally settled claims, and
that its acceptance of an open policy freed them from the payment of stamp duty.’
The Agents’ loyalty to the company, however, may also have been motivated by self-
interest. High brokerage increased the Agents’ and also Freelands’ commissions. The
operation of an open policy greatly reduced their administration costs. And the firm’s
high standing and its long-term relationship with the Office again increased the cost
of corruption/poor performance. In addition, in respectively 1899 and 1900-4, the
Senior Agents, Sir Montague Ommanney and Sir Ernest Blake, were, in their private
capacities, directors of the company.® Blake claimed that the directorships were a
source of ’a great many ideas on the operation of the Office’, and allowed him to
monitor not only London Assurance, but also, through information provided by his

fellow directors, the Agency’s shippers, railway CEs, and the City institutions who

' CO 291/89/5105, CAs to CO, 14 Feb. 1905.

2 CAOG 17/42, Owen to Cameron, 8 Nov. 1909; CAA: Jeffries, A Short, p. 14. A similar view was
expressed by the CA clerk W.E. James, who, in 1904, proposed that the Agency set up its own insurance scheme

(CO 323/773/6917, James to CAs, 18 Oct. 1917).
3 CAOG 17/42, Cameron to CO, 21 Dec. 1909.

4 Ibid., Cameron to Owen, 2 Nov. 1909.

5 CO 323/492/26361, memo, undated; CO 291/89/5105, Lucas, 4 March 1905; ibid., Ommanney, 6 Feb.
1905.

8 Neither the published directors list nor the company’s directors’ minutes make any mention of their official
positions (GL: London Assurance papers, ms 8728, vol. 49 & 50).
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‘purchased Crown colony stock.! An argument supported by his and Ommanney’s
regular attendance of the firm’s directors meetings, their decision to sit on its marine
sub-committee, and the careers of their fellow directors.” Privately, the CO supported
the Agents’ connections with the company, of which they were, at least unofficially,
aware, and which, as the Agents were not civil servants, were not prohibited.’

However, under pressure from Parliament, the Secretary of State, in 1904, forced

Blake to resign.*

The Agency’s relationship with London Assurance, again, came to an end in 1911,
when the Agents, in a further attempt to avoid the implementation of the 1908
enquiry’s recommendation for the Office’s profits and its Reserve Fund income to be
redistributed to the colonies, set up their own insurance scheme. Their original
intention was to transfer Office profits and Reserve Fund income to an insurance
Fund, which would also receive premium profits and meet all claims.’ The CO,
hbwever, believed that such transfers would merely lead to ’the piling up of the
Reserve Fund under a different name’ and would ’obstruct the position of both
Funds’.® The Agents, claiming that, without Office and Reserve Fund income, the
scheme would be unable to cover all Crown colony cargoes, insisted that the transfers
should be permitted, and, after much discussion, the CO relented, though with the
proviso that the money was to be treated as an interest bearing liability.” It was also
decided that, to reduce the threat of bankruptcy, the risks of the new scheme should

be shared with London Assurance at least for the first few years, and that the existing

! PPE, q. 4030, 4032.

2 From his appointment to his resignation, Ommanney attended every Board meeting (GL: London Assurance
papers, ms 8728, vol. 49 & 50). Blake was present at 58% of meetings (ibid.). In 1901, of Blake’s 24 fellow
directors, 58% were directors of banks, 46% merchants, and 21% directors of railway companies (Sftock]

E[xchange] Offficial] Ifntelligence] 1901; DD, 1901).
3 CO 323/492/26361, memo, undated.

4 Hansard, 4th series, 1904, cxxxviii. 877. Ommanney had resigned in 1900, on becoming Under Secretary
of State.

5 CO 323/564/5727, CAs to CO, 24 Feb. 1910.
¢ Ibid., Harris, 26 March 1910.

7 Ibid., CO to CAs, 10 May 1910.
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scale of charges paid by the colonies should be retained.’

Finally, in the case of large engineering contracts, the colonies were charged a small
legal fee. The Agents’ legal business was undertaken by solicitors, as it was believed
that, given the small volume and the variety of the work, a legal department would
not be economically viable.> Until 1889, the Agency employed three solicitors, but
thereafier used only one, Messrs Sutton, Ommanney & Rendel, whose partners
included the uncle and brother of Sir Montague Ommanney, and, from respectively
1903 and 1913, his son and nephew.’ Theoretically, the firm’s long-term relationship
and family connections with the Agents should have discouraged moral hazard.
However, this appears not to have been the case. The CO regarded the company as
"dilatory and its work desultory and unsatisfactory’.* Business carried out for the
Straits in 1912 was performed ’very indifferently’, and the resultant arbitration case
was ’practically given away...owing to...mismanagement’.” Similarly, although the
company performed certain routine tasks for a reduced charge, there was much
criticism of its other fees, which the Agents, to avoid delay, usually failed to check.®
In 1895, Barbados refused to pay a bill that it considered excessive.” While the
solicitors Messrs Birchalls, asked by the CO to comment on a bill for work completed
for the Straits in 1913/4, found the charges to be £40 to £50 too high and warned that

in the event of it being strictly taxed,...(it) would probably be disallowed’.® On two

' CAA: Jeffries, A Short, p. 26. After loosing the bulk of the CAs’ work, London Assurance adopted a ’very
hostile attitude towards everything connected to the (new) scheme’, and were ’a decided hinderance’ (CO
323/773/6917, James to CAs, 13 Jan. 1918).

2 CAA: M 120. Besides dealing with purchasing matters, the solicitors also drew up colonial loan ordinances
and construction and employment contracts, acted for the Agents in any action brought by or against the {\genc;y,
recovered money from members/ex-members of the Colonial Service, and provided the Agents and colonies with

legal advice.

3 CAA: MC 77; Law List, 1880-1914. The solicitor T.E. Allen’s services were dispensed with in 1885, and
those of Messrs Bircham & Co. in 1889 (CO List, 1880-8).

4 CO 273/453/16054, Anderson to Fiddes, 20 March 1916.
5 Ibid.; ibid., Fiddes, 8 June 1916.

6 CO 520/69/11386, Green, 9 April 1908.

7 CO 28/238/6581, CAs to CO, 16 April 1895.

8 CO 273/447/7217, CAs to Ommanney, 28 Jan. 1916.
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occasions, the firm also appears to have acted dishonestly. A 1913/4 scandal led the
Agents to demand the resignation of the partner H.B. Rendel.' Earlier, in 1906, after
it had been decided that a £200 fee earned by the firm should be paid by the Pearl
Fisheries syndicate rather than Ceylon, it was discovered that the company had
subsequently, and unbeknown to the CAs or CO, obtained a further payment of £100
from the syndicate.2 Despite these drawbacks, however, the Agents continued to use
the firm exclusively until "the disappearance of its great protector’ - the retirement of
Ommanney in 1907.° Thereafter, they increasingly began to employ other solicitors,
and, by 1923, used Sutton, Ommanney & Rendel only for the recovery of money from

colonial officers and with regard to earlier work performed by the firm.*
2.4 Delay and the Provision of Unsuitable Goods

Over the period, the Agents were subject to numerous complaints of delay and the
supply of unsuitable goods. The 1901 enquiry received 71 specific examples of late
delivery from 17 colonies and protectorates, and, in the 1908 enquiry, the ex-
governors Sir H.A. Blake, Sir F.A. Swettenham and Sir H.A. Wilson all drew attention
to the problem.’ The delays were not only frequent, but also relatively long. A survey
by the Gibraltar government, in 1900, found that the Junior Army & Navy Stores
could supply a kitchen range and linoleum from England in respectively 38-40 and 17
days, as compared to the Agents’ respectively 80-90 days and 83 days.® Likewise, a
1899-91 Jamaican government comparison of the performance of the CAs and the
colony’s New York agents, found that it took their American agents, after transit time
had been subtracted, on average 24-25 days to fulfil an order, whereas it took the CAs

68 days.” The effect of the delays was often great. Colonies had occasionally to halt

' CAA: MC 77. The relevant file has been destroyed.

2 CO 54/704/27221, Blake to Lucas, 23 July 1906. There may have been a further scandal in 1901/3 (CAA:
weeded files, a85).

3 CO 323/902/19475, Fiddean, 6 Sept. 1923.

* CAOG 17/64, CAs to CO, 26 April 1923.

5 Ibid., misc. 142; PPE, q. 832-5, 980-1, 2387.
8 CAOG 17/24, misc. 142, no. 2.

7 Ibid., no. 20.
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public works projects for want of materials; if the need became urgent, purchase
duplicate articles through merchants at excessive prices; and, if expenditure was
thrown into the following year, forgo the acquisition of other goods.' In addition, to
avoid shortages, they often ordered goods well in advance, leading to overpurchase;
built up large stocks of materials and thus suffered deterioration and capital
opportunity cost losses; and even organised home production, often on an uneconomic

basis.

The Agents blamed delay on a number of factors. Firstly, the need for CO
authorization of orders.” However, the ruling that orders over £100 had to receive CO
approval was abolished in 1889, and the 1891 instruction that all requisitions with no
authority, had to be sent to the Secretary of State was never implemented.’ Instead,
owing to a mistake, the Agents only passed orders without authority worth over £100
to the CO.* Moreover, in 1904, the Agency was allowed to assume that all
expenditure for all requisitions had been granted.’ The Agents, secondly, blamed
delay on the failure of contractors to complete orders on time, which critics of the
Office, in turn, argued was related to the Agency’s reluctance to fine such companies.
All CA contracts contained penalties, which generally took the form of a fixed or
percentage fine for every day or week delivery was delayed.® The Agents, however,
imposed penalties only when suppliers had displayed negligence or bad faith, and then
only imposed part of the fine, the size of which, in the case of engineering goods, was
determined by a CE.” It was believed that fines either discouraged firms from

tendering, which led to high prices, or caused them to increase the size of their tenders

! BSAEG, Nov. 1906, p. 363; The Argosy, 26 Sept. 1906, p. 2.
2 CAR.

3 CAOG 12/95, CO to CAs, 20 March 1891.

4 CO 323/474/1574, CAs to CO, 13 Jan. 1902.

5 CO 323/492/8389, circular, 26 Feb. 1904.

6 The fines varied from £5 to £10 per day, £30 to £50 per week, and from 1% to 2% of the value of work
in arrears per week (CAOG 19/713, p. 53; CAOG 19/609, p. 7; CAOG 19/721, p. 8; CAOG 19/568; CAOG 19/87,

CAOG 19/521).

7 CAR; CO 537/68, Rendal to CAs, 25 March 1901.
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or reduce the quality of their goods in order to offset the possibility of a fine.'
However, most of the Agents’ counterparts, who suffered equally from contractor
delay, also failed to impose penalty clauses.” Neither the WO, Admiralty or IO fined
contractors.’> And a survey of seven merchants, railway and engineering companies,
undertaken by the 1901 WO enquiry, found that the use of the penalty clause in

private industry was also rare, with only one company enforcing clauses.*

A more important explanation for delay was the CO ruling that, to save costs, orders
should be sent by mail rather than telegraph.” The instruction not only slowed
delivery, but meant that requisitions arrived in large batches from several colonies,
which, owing to staff levels, took time to process. The Office’s administration of
orders was further slowed by colonies’ tendency to incorrectly prepare requisitions;
send long indents, containing a large number of different articles; subsequently alter
their needs; set impractical limits to expenditure; and fail to provide duplicate indents
or separate the contents according to the CA departments that handled them.® In an
attempt to reduce such delays, the Agents, in 1902, distributed a series of explanatory
notes on indent preparation, and began to provide colonies with example prices of
popular goods, and, from 1904, asked colonial stores to consecutively number articles
in requisitions to ease identification and checking.” Delay was also caused by the
small size of Crown colony orders, partly due to colonial insistence on the purchase
of bespoke goods. Contractors tended to give low priority to small orders, and the

Agents could only arrange freight for a consignment to a colony when the final order

' CO 137/615/33187, CAs to CO, 11 Oct. 1900; CO 137/615/29265, CAs to CO, 6 Sept. 1900.
> PPWO, q. 552, 885, 1815.

3 Ibid., q. 1816, 4357. Most WO contracts contained no penalty clause (ibid., q. 431).

* PP 1901, x1 (Cd 580), Appendix 5/b.

> CAR.

6 CO 446/18/7388, CAs to CO, 26 Feb. 1901; CAOG 12/71, Notes; CO 446/26/8156, Ezechiel, 27 Feb.
1902.

7 CAOG 12/71, Notes; ibid., CAs to CO, 18 April 1904; CAA: G 844/5.
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had been completed, as it was not cost-effective to ship them individually.' To rectify
the problem, and also to reduce their administration costs, the Agents made great
efforts to encourage standardisation. The Office, for example, ensured that it was
represented on the engineering standards committees and distributed the resultant
rgg:pmmendations to all colonies; from 1900-3, reduced the number of paper types
available by 205; sent colonies a sample book of standard papers; and, in 1908,

reduced the number of blue serge patterns available from sixty to nine.”

The Agents themselves, however, were also to blame for the delays. Inspection,
whether during or after manufacture, and the transport of textiles etc to London for
examination, greatly lengthened delivery times. The Agents were also reluctant to
remove late delivery offenders from their lists, which they believed discouraged
contractors from tendering, or to terminate contracts and buy in default, which, it was
argued, merely lengthened delays.” Alternatively, the WO, Admiralty and private
sector widely adopted both practices, which were regarded as highly effective.* In
addition, in the case of uninspected non-engineering goods, the Office made no
attempt to discover from contractors the progress of works or to urge speed.’
Similarly, although the freelance/external inspectors supposedly wrote monthly reports
on the progress of engineering goods, these often failed to materialise, and, even if
they were supplied, the Agents, occasionally, failed to act on them.® Only the
manufacture of those materials inspected in London was closely followed by the
Office.” Moreover, although Freelands, a few weeks before the contract deadline,

contacted suppliers and obtained accurate delivery dates, in order to book freight, they

! CAA: G 844/5, circular, 11 Aug. 1904.

2 CO 323/474/21017, CAs to CO, 27 May 1902; CO 323/483/10403, CAs to CO, 19 March 1903; CAOG
12/37, circular, 1 Aug. 1902; CAOG 12/39, circular, Dec. 1908.

3 Purchase in default occurred only in extreme cases eg. CO 537/62, CAs to URC, 11 Oct. 1900; CO
137/623/23380, CAs to CO, 6 July 1901.

4 CAR; PPWO, q. 1816; PP 1901, x1 (Cd 580), Appendix 5 (b).
5 PPR, p. xx.

§ Ibid.

" PPE, q. 4859.
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failed, except in the case of urgent orders, to inform the Agents if a deadline would
not be met.' Until 1907, in what Major James Carmichael, the Head of engineering,
acknowledged was a ’rather slipshod method’, the Agency only discovered that a firm
had failed to deliver when it received Freeland’s monthly report on shipments.” The
Office then sent recalcitrant suppliers reminders, which were issued at the same time
each month. In theory, therefore, over a month could pass before a contractor received
a first reminder from the Agency. In 1907, the system was improved.’ The works and
general departments automatically checked the order file, respectively 10 and 14 days
after the contract deadline had passed, to ascertain whether the bills of lading had been
received from Freelands. If not, a reminder was sent that same day to the supplier,
who was required to provide reasons for the delay, and, in the case of engineering
goods, pass the explanation to the local inspector, who commented on its veracity
before sending it onto the Agency. There was still, however, little or no pre-delivery
contact with contractors, and much duplication of work between the Agents and

Freelands.

There was additionally much criticism throughout the period of the supply of
inappropriate goods. The Agents argued that many of the complaints were
unwarranted. It was claimed that colonies often requested such articles by mistake;
owing to the high staff turnover, materials ordered by one colonial officer were often
received by his successor, who had a different view of colonial requirements; and
colonial purchasing staff, wishing to use local merchants, often deliberately made false
allegations.” More likely explanations are the CO’s reluctance to require the Agents

to reimburse colonies for mistakes; the fact that any compensation was paid from the

! Jbid., q. 4853, 4410.
2 Ibid., q. 4700, 4744, 4266-8.
3 Ibid., q. 4682-3, 4854,

4 Such goods were replaced by the Agents, and the original articles, where possible, passed onto other
colonies.

S CAR; CO 96/385/9930, Reed to CAs, 30 Aug. 1900. In 1904, for example, Ommanney concluded that a
Hong Kong complaint regarding the supply of incorrect prison uniforms was motivated by °a determination to
discredit...(the Agents)...and to force supplies into the hands of local merchants’ (CO 291/74/3207, CAs to CO,

27 Jan. 1904).
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Office Reserve Fund, which ’practically means that all the colonies are fined’; and
until 1901, the replacement good commission, which reduced the incentive to ensure
accurate purchase.! The recruitment of staff with no commercial experience; the
increase, from the late 1890s, in gross carelessness’ due to the greater workload; and
the Office’s ’discouraged’ staff, who, *brimming over with discontent’, were not
"useful to any colony’ may also have contributed.” In addition, the Agency lacked
knowledge of colonial conditions, as there was little geographical specialisation of
staff, and, though they claimed the opposite, the Agents rarely met colonial officials
on leave in Britain.” Similarly, to reduce administration costs, the Agents often failed
to refer altered designs and orders back to the colony for approval. In 1904, for
instance, they failed to pass a changed design and order for respectively freight cars
and a locomotive to Jamaica and Lagos, with the result that, in both cases, the rolling
stock purchased proved too heavy for the track.* In their defence, they argued that
failures to contact colonies in such circumstances were relatively rare, and generally

due to a wish to avoid delay, and, occasionally, pressure of work.’

Finally, the designs created by the Agents’ CEs often led to the manufacture of
unsuitable goods.® To ensure quality, the Agents employed high status engineers.
These, however, often had little interest in the basic design work passed to them,;
because of their age and establishment status were unwilling to experiment with new
technologies; often lacked relevant expertise; and, occasionally, despite their status,
were often poorly regarded by their peers. For example, Sir E. Reed, who primarily

designed tropical shallow draft steamers for the Agents was actually an expert in deep

' CO 885/19/223, vi.
2 CAA: Memorandum book, vol. 1, 5 Sept. 1900; Pall Mall Gazette, 20 Aug. 1904, p. 3.

3 CO 323/548/45364, Cameron, 29 June 1908; PPE, q. 1094. Blake believed that geographical specialisation
would limit promotion, and thus reduce staff morale (PPE, q. 1100).

4 Ibid., Mercer, 17 Jan. 1900; CO 137/623/3351, CAs to CO, 26 Jan. 1901.
5 CO 147/152/14525, CAs to CO, 9 May 1900; CO 137/623/3351, note, no date.

6 In 1904, for example, a steamer designed by the Agents’ Naval architect Sir E. Reed, was so impracticable
that the URC demanded that he be dismissed (CAOG 10/36, FO extract, 4 June 1904). See also CO 267/499/12125,

CAs to CO, 5 April 1907.
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water warships, and, according to an obituary, was ’never...a sound man’, favouring

'wild schemes in a very remarkable way’ and making ’tremendous mistakes with a

light heart’.!

' CAOG 10/36, The Engineer, 2 Dec. 1906.
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Chapter Three: The Provision of External Finance

The Agents provided Crown colonies with external finance in four ways. They issued,
both publicly and privately, colonial London loans; organised the conversion of issued
debentures/stock; provided colonies with overdrafts and short-term loans from colonial
UK current account balances, banks, and, from 1900, colonial investment Fund
contributions; and, from 1899, administered colonial Treasury loans (Table 1). The
Office, in addition, managed loans, arranging their annual interest payments, investing
the annual contributions to the associated S[inking] F[unds], organising their
repayment, and, in the case of stock, registering transfers of holdings.! For the
Agents, the successful flotation of loans was of vital importance, as the issue and
management commissions provided a large part of their income. The loan proceeds
also financed infrastructure construction on which they depended for much of their
workload and status, and, if the money raised was not immediately required by the
~ issuing colony, it could be lent to other colonies in need of funds, enabling the
colonies to finance UK purchases and construction projects, which again benefitted the
Agency.? Moreover, an unsuccessful flotation would affect the credit of the issuing
colony, forcing it to offer a higher price when it next returned to the market, and lead
to colonial criticism that could threaten the survival of the Office. The Agents,

consequently, did all they could to ensure that issues were successful.

The Chapter is divided into three Parts. The first discusses the methods adopted to
ensure the successful flotation of public loans, the subscription of issues, and the
Agents’ attempts to minimise broker moral hazard. Part two examines private issues,
conversion, the provision of overdrafts and short-term loans, and the help given by the
Agency to colonies who wished to raise loans locally. Part three investigates the fees

charged by the Agency for its services, and the effectiveness of colonial and CO

'In 1907, the Agents managed £33.9m worth of loans, and, in 1913, £46m (CO 323/591/14327, CAOG 16/1,
memo, 16 June 1914).

2 Only 14 (7%) of the staff employed by the Office in 1908 performed work directly related to its financial
activities (PPE, Appendix 1).
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monitoring of its activities.

Table 1: Sources of External Finance 1880-1914!

Source Amount (£m)

Publicly issued loans 48.3

Colonial current account/Fund advances | approx. 30.6

Loan conversions 17.3

Bank advances 9.5

Treasury loans 1.5

Placed loans 1.2

3.1 Publicly Issued Loans

From 1880 to 1914, the Agents publicly issued £48.3m of loans, as compared to £25m
during the previous decade when they had acted for self-governing colonies (Appendix
2).2 The loans were half the size of responsible government issues floated by the BE
and the LW (Table 2.1), and largely raised by tender to finance the construction of
infrastructure (Table 2.2). Their issue generally ran counter-cyclically to independent

area and British Empire flotations, as, during surges of external investment, there was

Table 2.1: Mean Loan Sizes 1883-1912 (£000s)’

Crown Responsible Foreign
colonies government governments
colonies

1883-92
1893-1902
1903-12

1883-1912

! See Appendices 2-8. The total for colonial current account/Fund advances was calculated from figures in
colonial Blue Books, CA correspondence, and the surviving monthly overdraft/advance schedules, and is almost

certainly a gross underestimate.

2 CAA: M 60a.

3 GL: Prospectuses; Toshio Suzuki, Japanese Government Loan Issues on the London Capital Market 1870-
1913 (London, 1994), p. 190-6. The BE and LW issued the government loans of the Cape, New South Wales, New
Zealand, Queensland, Tasmania, the Transvaal, Victoria, and, from respectively 1892 and 1893, W. Australia and
Natal. The mean value of CA loans from 1873-82 was £734,000, reflecting the larger size of the responsible

government issues that were then floated by the Agency.
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Table 2.2: Purposes of Public Loans 1880-1914!

Purpose Percentage

Railway construction

Public works

Harbour/dock works

Water supply/irrigation

Internal finance

Redemption/conversion

Immigration

Military expenses

little demand for Crown colony debentures/stock, which offered relatively low yields
(Figures 1 and 2). In addition, projects initiated at the height of booms, when funding
appeared to be available, only reached the construction stage when the market had

fallen.

3.1.i Maximisation of subscription

Since large independent area/British Empire issues led to a scarcity of funds, CA
flotations generally occurred in periods of high interest rate (Figure 2). Despite this
drawback, the Agents set relatively low yields, and, to offset the tendency of such
terms to deter subscription, adopted a number of strategies designed to increase
demand, an<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>