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THE SUPPLY OF DENTAL GOODS

INTRODUCTION

I. Terms of Reference and Procedure

(i) On 1st March, 1949, we received the following reference from the
Board of Trade: —

* Whereas it appears to the Board of Trade that it is or may be the
fact that conditions to which the Monopolies and Restrictive Practices
(Inquiry and Control) Act, 1948, applies prevail as respects the supply of
instruments, appliances, equipment, apparatus, materials, and accessories
(including artificial teeth), [wholly or mainly]* used in dentistry. Now,
therefore, the Board in pursuance of Section 2 (1) of the Act hereby refer
to the Monopolies and Restrictive Practices Commission for investigation
and report the matter of such supply.

The Commission shall as respects such supply investigate and report on—

(1) whether conditions to which the Act applies in fact prevail and
if so in what manner and to what extent,

(2) the things which are done by the parties concerned as a resalt
of, or for the purpose of preserving, those conditions, and

(3) whether the conditions in question or all or any of the things
done as aforesaid operate or may be expected to operate against the
public interest.”

(ii) Section 3 of the Act provides that “the conditions to which the Act
applies ” prevail in two circumstances. They prevail when one person or
group supplies at least one-third of the United Kingdom market for the
goods which are the subject of the reference ; and they prevail also when
two or more persons taken together supply at least one-third of the United
Kingdom market and * so conduct their respective affairs as in any way to
prevent or restrict competition in connection with the production or supply ”

of the goods.

(iii) In addition to the factual part of our inquiry (items (1) and (2) of
our terms of reference) and to our consideration of the bearing of the facts
upon the public interest (item (3) of our terms of reference) a further duty
devolves upon us under Section 7 (1) of the Act which requires the Com-
mission to include in their report * such a survey of the general position in
respect of the subject matter of the investigation, and of the developments
which have led to that position, as [is] in their opinion expedient for facilitat-
ing a proper understanding of the matter ”. In short, we have also had to
make a thorough examination of the structure and history of the dental
goods industry, both manufacturing and distributing. As there has been no
recent enquiry into this industry this examination has involved the Commis-
sion in a great amount of research.

(iv) After preliminary informal talks with the trade associations concerned,
in March, 1949, we issued guestionnaires to them for the factual part of our
inquiry. We issued questionnaires also to a number of concerns in the in-
dustry and to representative users, at the same time advertising our readiness
to receive in writing the views of anyone interested. In July, 1949, we invited
the main trade association to submit any evidence on prices, costs, and profits,
which they might consider relevant to the second part of our enquiry (item (3)

* These words were deleted by a variation in the reference made on st September 1949,
1



7 THE SUPPLY OF DENTAL GOODS

of our terms of reference). We had a statistical and costing investigation
made of the industry (in which the bulk of the figures related to 1948, since
this was the latest year for -which detailed figures were at that time avail-
able) ; and members of the Commission and of the staff made a number of
visits to manufacturers’ and distributors’ premises. Having received answers
to our questions, we took oral evidence from a number of those who had
supplied written evidence. In addition, members of our staff made a full
examination of the records of the main trade association, the Association of
Dental Manufacturers and Traders of the United Kingdom (referred to in this
report as the A.D.M.T.) and of the predominant concern, the Amalgamated
Dental Co. Ltd. (referred to in this report as the A.D.Co.). A summary of
the matters extracted in this way was given to the two bodies for examination
and comment. We did not rule out the possibility of taking evidence in
public, although it seemed to us unlikely (and we have seen no reason to
change this view) that such a hearing would be advantageous.

(v) In February, 1950, when we had reached provisional conclusions on the
factual part of our inquiry, we informed the A.D.M.T. and the A.D. Co. that
in our view the conditions of the Act appeared to prevail in each case. We
listed the statutory conditions, including the rules and arrangements restric-
tive of competition with which each was primarily concerned, asked for
their written comment and invited each to a formal (and separate) hearing—
in April and May, 1950, respectively—so that we might fulfil our further
duty of judging whether the conditions conformed to the public interest.
At these hearings the two bodies were represented by Counsel. During the
first two weeks of August, 1950, we examined our tentative findings and
invited further observations from the two bodies about those matters on
which it seemed to us that they might not have previously had sufficient
opportunity to comment. We then held a further hearing of the A.D.M.T..
who were again represented by Counsel.

(vi) Evidence, written or oral, has also been taken from the British Dental
Association, the Ministry of Health. the Trades Union Congress. the Dental
Laboratories Section of the Surgical Instrument Manufacturers’ Association,
and 32 hospitals and local authorities. A more detailed list of those who
gave evidence is given in Appendix 1.

(vii) Much of the information obtained. particularly in connection with
the costing investigation, has necessarily related to the intimate business
affairs of those concerned. In preparing our report. we have been at pains
to limit the disclosure of information of this kind to matters which we have
considered essential for the proper understanding of the issues and in such
cases we have refrained wherever possible from mentioning names.

(viii) Some of the organisations concerned have had to undergo a pro-
longed and detailed examination of their present and past activities. We
appreciate that this has involved them in very considerable trouble and
expense and we wish to pay tribute to the willing spirit in which they and
their officials have assisted us in our inquiries.

I1I. Outline of the conditions and practices which have been found to exist

(ix) The conditions to which the Act applies have been found to prevail
in this industry in the case of the members of the A.D.M.T. (being two or
more persons who supply at least one-third of the United Kingdom market
for dental goods and who so conduct their affairs as to prevent or restrict
competition) and in the case of the A.D. Group (being a group which
supplies at least one-third of the United Kingdom market for dental goods).
The Companies* in the A.D. Group are members of the A D.M.T.

% Ext-:-pi the two manufacturing Companies referred to in Note (1 -i;'l_Appendix_Elm
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(x) The AD.M.T. is an association of manufacturers and distributors
who supply about nine-tenths of the dental goods sold in the United
Kingdom market, and the obligations of membership are set out in 19 Rules
and 70 Regulations (given in full in Appendix 2). There is also a body of
practice which has been gradually developed out of the administration of
the Rules and Regulations, particularly as regards the election of members.
The Rules lay down the objects, basic qualifications for membership,
organisation and administration, and the penalties for breach of the Rules
and Regulations. The objects of the Association are very widely drawn
s0 as to cover anything the Association might wish to do; the first of
these, which reads * to impose such restrictive conditions on the conduct
of the trade as may be deemed expedient by the Association ™ was, we were
informed, framed in this way to ensure that the Association could be certified
as a Trade Union under the Trade Union Acts—see Chapter 3, para. 45.
The Regulations record the trading obligations of members and therefore
contain the main provisions with which we are concerned.

(xi) The primary object of the Association as stated to us by its repre-
sentatives is the collective enforcement of resale price maintenance ; but we
have come to the conclusion that the Association has a more general concern
with the protection of the business of its members by various means, the
most important of which, besides the collective enforcement of resale price
maintenance, is the limitation of entry into the industry. There is no agree-
ment in this industry to maintain common prices either at the manufacturing
or at the retail level—that is, manufacturers are free to compete with each
other in the prices they maintain for their goods and in the margins they fix.

(xii) The Regulations provide for exclusive dealing and for the collective
boycott of non-members. Thus manufaciurer members must sell exclusively
to dealer members (except for sales at full retail prices), and dealer members
must buy nearly all important types of dental goods exclusively from manu-
facturer members. Members are, therefore, held to the rules of the Associa-
tion and deterred from leaving it by the threat of exclusion from nine-tenths
of the trade.

(xii1) The A.D. Group is the !argést manufacturer, the largest retailer, and
the largest exporter of dental goods. It supplies nearly a half of the dental
goods sold in the United Kingdom market.

IIl. The Arrangement of the Report

(xiv) In Part I we provide a preliminary survey of the Dental Goods Indus-
try. Chapter I of this Part covers various general matters, such as the
description of the users and the goods, the value of retail sales of dental
goods and the effect thereon of the introduction of the National Health
Service, and the import and export position. Chapter 2 contains a description
of the industry’s structure with particular emphasis on the channels of supply
to the home market.

(xv) Part II contains the description of the statutory conditions and restric-
tive practices which we have found to exist in the industry. It is concerned
primarily with the AD.M.T. and the A.D. Group (as defined in para. 139).
A separate chapter (Chapter 3) is allotted to the origins of the A.D.M.T. for
reasons which are explained at the beginning of that chapter. In Chapter 4
the present rules of the Association are described and commented upon ; and
in para. 71 of that chapter we draw the first of our statutory conclusions,
namely that the conduct and operations of the members of the A D.M.T. are
such as to fulfil the conditions of the Act in relation to the supply of dental
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goods. In Chapter 5 we examine several aspects of the working of the Associa-
tion. Chapter 6 gives the history of dental acrylics and of the part played
therein by the A.D.M.T. and Imperial Chemical Industries Ltd. (referred to
in this report as 1.C.L). Chapter 7 opens with a second statutory conclusion,
namely that the conditions to which the Act applies prevail in relation to the
A.D. Group. We then proceed later in that chapter to examine the working
of this Group. Part II as a whole constitutes our report on “ the facts ™ as
defined in items (1) and (2) of our terms of reference. In order, however,
to avoid an artificial division of the subject matter, it has been necessary to
include in this Part an examination of the A.D. Group’s price policy which is
primarily relevant to the question of public interest.

(xv1) In Part III we discuss further matters which we have had to take into
account in order to assess the bearing of * the facts ™, in particular those
relating to the AD.M.T., on the public interest. Chapter 8 is concerned
with price, profit, and cost matters other than those which have been dealt
with in Chapter 7. In Chapter 9 we review the evidence submitted by users
and complainants, and in Chapter 10 the case for the existing regime is
summarised. Chapter 11 contains our conclusions on the bearing of the
restrictive practices and conditions on the public interest.



PART 1

Preliminary Survey of the Dental Goods Industry

CHAPTER 1: THE GENERAL BACKGROUND

The wusers of dental goods

1. Dental goods are supplied to three main classes of users in the United
Kingdom. By far the largest class is composed of the dentists éngaged in
general dental service who number about 12,000. This number includes both
those working under the National Health Service and those wholly engaged
in private practice. The vast majority of these work independently or in
conjunction with one or more professional partners.* Many dentists employ
their own mechanics. who make or repair dentures and orthodontic appliances
in accordance with the instructions of their employers. The dental hospitals
and teaching schools and the local authorities’ clinics (the second main class
of users) are buyers of all types of dental goods but their total demands are
very small compared with those of the dentists in general service. The third
class consists of the * dental laboratories ™. These do the same work as the
privately employed mechanics, but they are independent concerns each carry-
ing out the instructions of a numerous clientele of dentists. In 1949, 340 of
these were members of the Dental Laboratories Section of the Surgical
Instrument Manufacturers’ Association and there are probably many more
who are not members of that Association and whose existence cannot readily
be traced. Undoubtedly there has been a large increase in the number of
laboratories since the introduction of the National Health Service.t The
laboratories are not purchasers of articles or equipment for use in the
surgery, but they buy laboratory equipment and are also large buyers of
teeth and of dental materials.} Some laboratories manufacture and deal
in dental goods as well as buving them for their own use.

The goods

2. The great majority of the goods used in dentistry are highly specialised,
a small proportion only consisting of goods, such as disinfectants or laboratory
tools, which are also used outside the dental profession. The variety of goods
used is also very great and includes articles akin to those manufactured by
mechanical and electrical engineers, surgical instrument makers, chemical
firms and goldsmiths. We have classified the goods under seven main head-
ings and we give these below, together with the relative value of manufac-
turers’ sales of each class of goods. It is likely that approximately the same
distribution of value between the classes would be found at the retail stage : —

Per cent. of Total

Class Value of Sales

Teeth, porcelain ... 11
Teeth, acrylic (plastic) 15
Precious metals 10
Equipment ... 22
Hand instruments ... 5
Consumable sundries 33
Other dental goods ... 4

100

* There are a certain number of multiple surgeries, one of the largest of which employs
some 70 dentists operating in 43 surgeries.

t Tt has been stated in evidence, for example, that the number of laboratories operating
in Cardiff rose from 8 in 1948 to 30 in 1949,

t It has been estimated that between 20 per cent. and 25 per cent., by value, of all retail
sales of teeth and consumables in the home market are sales to the laboratories.

5



6 THE SUPPLY OF DENTAL GOODS

3. A brief description of the main articles will give some idea of the
variety of manufacturing techniques involved. Before the war porcelain
teeth were in universal use for dentures. Some of these teeth are porcelain
throughout, others include a precious metal pin which has to be soldered, or
baked, into the porcelain. During the war progress was made with the
development of acrylic (plastic) teeth and their production has steadily
increased in relation to that of porcelain teeth. Precious metals include
alloys of gold, platinum, and palladium. They are supplied in wire, bar,
plate, disc, and pellet form and are used principally in the manufacture of
certain types of crowns, metal denture plates, metal inlays, lingual bars, and
orthodontic appliances. Eguipment consists chiefly of the heavy apparatus
and fittings, much of which is electrically operated. Equipment for use in
the dental surgery includes electric motors (known as “ engines, which
drive drills, polishers. and other instruments used in the mouth), running-
water spittoons, sterilisers, and the * dental unit” in which the engine, the
spittoon, and other equipment are often combined. It also covers the
*“ dentist’s chair ” and the X-ray and anaesthetic appliances. The main items
of laboratory equipment are apparatus and flasks for processing acrylic plastic
dentures, vulcanisers for processing rubber dentures, and electrically operated
lathes or polishing motors. Hand instrumenis include forceps, excavators,
probes, plastic filling instruments, syringes, and other instruments used by
hand in the mouth. Consumable sundries is a class covering all articles
and substances, other than teeth and precious metals, which are consumed
in use by the dentist or laboratory. These include cements, alloys and
mercury for fillings ; drugs, anaesthetics and disinfectants ; waxes, plaster-
of-Paris, and impression materials for preparing denture casts, and rubber
and acrylic materials for the manufacture of dental plates or, to use a
more correct term, * denture bases . The “bur™ or small drill operated
from the unit for use on the tooth also comes under this head. Some dentists
use each bur only once, others more often, but in any event burs are rapidly
expended. Other goods include repairs to equipment and items such as
towels and small laboratory tools.

Retail sales of dental goods

4. We have obtained from the industry figures of retail sales* in the calendar
years 1948 and 1949, the totals of which are set out in Appendix 3. In 1948
retail sales amounted to £3,558,000. The National Health Act came into force
in July, 1948, and, mainly no doubt as a result of the increased demand for
dental treatment that followed, retail sales rose to £5,695,000 in 1949 repre-
senting an increase of 60 per cent. over the figure for 1948. The monthly sales
fizures given in Appendix 3 show that a level of sales greatly in excess of that
for 1948 was maintained consistently throughout 1949. The Ministry of
Health have stated in evidence that under the National Health Service a
further slight but steady increase in the home demand for dental goods is to
be expected for some years to come.

5. The following information has also been given to us by the Ministry of
Health. The cost of dental goods purchased by dentists to provide treat-
ment under the National Health Service (approximately 90 per cent. of den-
tists in general practice participate in the Service) is borne indirectly by the
Exchequer, since the scale of dentists’ fees has regard to the cost of materials
used and also of laboratory charges which in turn reflect the cost of goods
purchased by the laboratories. The cost of dental goods purchased by clinics
maintained by local authorities is shared between the Exchequer and local

* These are sales to retail customers defined as ** persons who buy for their own use, e.g.

dentists, dental mechanics, hospitals, teaching schools™. In this definition * dental
mechanics * denotes the laboratories described in para. 1.
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rates. The cost of dental departments in hospitals (including teaching hos-
pitals) falls directly on the Exchequer.* There is no centralised purchase for
hospitals, laboratories, local authorities, or individual dentists, so that there
is no very large-scale buyer of dental goods.

Relation of the cost of dental goods to that of dental service

6. The total amount spent on all dental service can only be estimated, as
no accurate figures are available. Figures provided by the Ministry of Health
and the Scottish Office show that the total of fees authorised by the appro-
priate Dental Estimates Boards over the twelve months ended 1st April, 1950,
for General Dental Services in England and Wales, and Scotland, was
£46,752,700. This, we are informed, represents the cost of the services pro-
vided by 10,500 dentists operating within the National Health Service, who are
estimated to be 76 per cent. of the total of practising dentists in the United
Kingdom (exciuding those in the Forces). The remaining 24 per cent. includes
those practising under the National Health Service in Northern Ireland, as
well as those operating in hospitals and school dental service clinics through-
out the United Kingdom and those wholly in private practice outside the
National Health Service. If, as seems reasonable, it may be assumed that the
remaining 24 per cent. of dentists provided services approximately propor-
tional in value to those of the dentists for whom the figure is known,? the
total cost of all dental services for the year ending 1st April, 1950, would be
about £62,000,000. The value of retail sales of dental goods in the nearest
comparable period, the calendar year 1949, was just under £5,700,000. Den-
tists’ scales of remuneration under the National Health Service were reduced in
1950, which would have lowered the total cost for the same amount of work
but not necessarily that of the materials, and it is estimated that the cost
of dental goods is currently about 10 per cent. of the cost of dental service.

Value of United Kingdom production, imports and exports

7. Figures of manufacturers’ sales for the year 1948 which we have obtained
from the industry are shown in Table I of Appendix 4. It will be seen that
the total value of these sales was £3,151,000.

8. The classifications of the official trade accounts do not make it possible
to extract total import and export figures for the goods covered by the refer-
ence, the only dental items separately identified in the accounts being artificial
teeth and dental instruments. Even for these individual items, the trade
accounts do not provide complete figures since we understand that consider-
able consignments are sent by parcels post.§ We are informed that there
were considerable imports of many types of dental goods from the United
States and the Continent in the years immediately before the war, but from
1939 until recently imports from these sources have been excluded, except
under the token import scheme or under special licences. Members of the
trade appear to believe that the removal of restrictions on imports from
soft currency areas which took place in October, 1949, will result in renewed

e

* Teaching schools are outside the scope of the MNational Health Service, although they
may be financed in part by grants from the University Grants Committee.

+ We understand that a comparison made by the Ministry of Healith of the work carried
out in one week by two sample groups of dentists, one group operating within the National
Health Service and the other outside, showed remarkably close results, in the number of
sittings, the number of completed operations, and the time expended.

1 It is interesting to note that in the report of the enquiry which he had carried out into
the supply of dental goods in Canada in 1946 and 1947, the Canadian Commissioner under
the Combines Investigation Act estimated the cost of dental goods in Canada at some 12 per
cent. of the total cost of dental service in that country.

§ A leading export concern has stated that the proportion of its own exports sent by parcels
post is quite possibly as large as 20 per cent.
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competition from abroad. The evidence shows, however, that the United
States, Germany and Switzerland were the principal countries of supply before
the war and, although the restrictions on imports from Western Germany
were relaxed in September, 1950, imports from the United States and Switzer-
land are still restricted.* We have obtained from the industry total export
figures for the year 1948, and these are set out in Table II of Appendix 4.
In 1948 about one-third by value of home production went to export and the
value of re-exportst was substantial. We have no comparable figures for the
trade as a whole for any other year, but one concern, the A.D. Group, was
responsible for about two-thirds of total exports and re-exports in 1948 and
we have been able to obtain information about the export and re-export trade
of this concern in 1938 and 1949. In 1938 the value of the A.D. Group's
export and re-export trade was far smaller than in 1948, but this value repre-
sented approximately the same proportion of the concern’s total turnover in
both years. In 1949 although the value of its export and re-export trade
appears to have been about the same as in 1948, this represented a con-
siderably smaller proportion of the concern’s total turnover, which reflected
the great increase in home demand referred to in para. 4.

Employment in the industry

9. Manufacturers and distributors have given the numbers of their
employees towards the end of 1949, and the following information has been
compiled from their replies: —

Principal Duties Number  Per cent. of Toral
Selling and distribution ... 1,107 17
Administration and office ... 758 12
All others ... 4,546 71

6,411 100

———

Our request for information on this point did not include concerns whose
trade in dental goods was only a small part of their business. As will be
explained in the next chapter, such concerns produce an appreciable propor-
tion of the total United Kingdom output of dental goods, and the inclusion
of their figures, had it been practicable to obtain them, would no doubt
have reduced the percentage of those employed on selling and administration,
since these concerns are not dealers. There is no one special trade union of
which the workpeople in the dental goods industry are members. They
belong to various unions representing large sections of industry.

CHAPTER 2: THE STRUCTURE OF THE INDUSTRY

General

10. It has been shown in the preceding chapter that the great bulk of
dental goods at present supplied to the home market is now home produced
and that the dentist requires a very wide variety of goods involving for their
production a great number of different manufacturing techniques. The bulk
of the industry, including the two largest manufacturers, specialises and con-
fines itself almost exclusively to the manufacture and distribution of dental
goods alone, and the two largest manufacturers aim to supply the whole
range of goods used by the dentist (with one or two important exceptions

-

* [Note by the Board of Trade: In the case of Switzerland the rfsrricriﬂ;s were J'e.’a,r;:.’-_n;
Ist November, 1950.]

t The term * re-exports ™ as used in this report includes goods bought by United Kingdom
concerns from overseas suppliers for shipment direct to overseas customers,
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in each case), from fillings and dental plaster to dental forceps and dentists’
chairs. Important contributions to the supply of dental goods (see para. 18)
are also made by manufacturers whose output consists only in part of dental
goods and who specialise in particular techniques of manufacture, e.g.
chemicals or electrical engineering. The most important of such suppliers
is I.C.I., producers of dental acrylic materials.

11. The normal method of retail distribution in this industry is for the
goods to be distributed to dentists, hospitals and other users by dental
dealers (specialist retailers distributing dental goods only), and it is the
general practice of users to obtain all their professional requirements, whether
they consist of specialised dental goods or not, from their dental dealers.
Some manufacturers distribute goods direct to the profession but the great
bulk of supplies goes through the dealers. There are no wholesalers in the
ordinary sense in this trade ; the goods reach the dealers either direct from
manufacturers or through sole agents whose wholesale trade is confined almost
entirely to goods of which they are the sole wholesale distributors. In most
cases the sole agent takes over all the manufacturer’s selling functions, in-
cluding the pricing of the goods at the wholesale and retail stages. Such an
agent is classed under the A.D.M.T. Rules as the manufacturer of the goods
and he is the channel through which goods produced by non-members (includ-
ing imported goods) reach dealer members of the A.D.M.T.

12. The following diagram illustrates the channels of distribution to the
home market:—

CHANMNEL 1 CHANNEL}2 CHANNEL 3
United Kingdom United Kingdom United Kingdom
Manufacturers or Foreign Manufacturers
Manufacturers
United lJ.a'ngdﬁ::-m
Sole Agents
I | | | I |
Manufacturers’ Other Sole agents’ Other
own dealing dealers own dealing dealers
sections, if l sections, if J
any an{
| i enn Y a2 Vanip i o S iialin ]

|
Consumers

A rough estimate of the proportion of total retail sales which passed
through each of these channels in 1948 is: —

Per cent.
Channe] 1 50
Channel 2 40
Channel 3 10

The diagram is highly simplified and several complications occur in practice.
In particular, the function of sole agent is often combined with that of manu-
facturer or retailer, and the vertical concerns referred to below not only
supply both to their own dealing sections and to other dealers, but also
acquire supplies for their dealing sections from other manufacturers and
sole agents.

13. In describing the industry we shall first discuss the two large vertical
concerns and shall then give a general outline of the manufacturing section
and the sole agency section. Finally, we shall give a picture, in some detail,
of the dealing or retailing section.
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The A.D, Group and the Dental Manufacturing Co. Ltd.*

14. These concerns are the two largest manufacturers of dental goods and
the two largest dental dealers. The value of supplies to the home market for
which each of those concerns was responsible at various stages in 1948 is
shown in Appendix 5. Table IV of this Appendix shows that the equivalent
of 464 per cent. of total retail sales in the home market was supplied by the
A.D. Group either as wholesalers or retailers and that the corresponding
figure for the D.M. Co. was 24 per cent. The total for the two, when inter-
trade between them is omitted, was 68 per cent.

15. The A.D. Group is the larger of the two concerns and besides being
the largest manufacturer of dental goods in this country, has extensive interests
overseas, the most important of its associates being the Dentists® Supply Co.
of New York, which has a subsidiary company in Brighton (Dentsply Ltd.)
and is—with Dentsply—the Group’s main supplier of porcelain teeth. The
Group has a large export and re-export trade and, while playing a leading role
in the development of the home manufacturing industry, has always re-
mained vitally interested in the international market as buyer, seller, and
investor. It does the largest sole-agency trade in this country and is also

the largest retailer of dental goods.

16. The Group manufactures all the main types of dental goods, except
(a) acrylic teeth, and (b) the types of porcelain teeth which are made by its
American associate or the Brighton subsidiary and for which the A.D. Group
has a sole-agency for the United Kingdom. Under this—its most important
—sole agency the Group buys considerable quantities of teeth from America,
chiefly for sale abroad, and also buys the whole output of the Brighton factory
for sale in this country and abroad. The Group is the only manufacturer
of burs in the United Kingdom and claims to be the largest bur manufac-
turer in the world. The Group’s affairs are examined in greater detail in

Chapter 7.

17. The D.M. Co. manufactures all the main types of dental goods except
burs, X-ray equipment and acrylic denture base material. It is the second
largest retailer, but its sole-agency business is negligible. In April, 1949, the
D.M. Co. acquired the business of the Anglo-American Dental Corporation
Ltd., which was then the largest manufacturer of acrylic teeth in this country,
and the D.M. Co. now claims to be the largest manufacturer of acrylic teeth
in the world. The value of the D.M. Co.’s and Anglo-American’s wholesale
sales in 1948 of their own goods to the home market (including transfers to
D.M. Co.’s own retailing section) is shown in Tables II and III of Appendix 5.

The manufacturing section

18. In the table given opposite, total United Kingdom manufacturers’ sales
of dental goods in 1948, as shown in Table I of Appendix 4, are divided nto
three main groups. The sales figures used for this table include exports, both
direct and indirect, and it must be emphasised that the amounts and per-
centages given, unlike most of those referred to elsewhere in this chapter,
do not indicate proportions of supply to the home market. They are of
interest, however, in that they show the general structure of the manufacturing

section of the industry.

e —

* Referred to in this report as the D.M. Co.
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Sales (at Percentage
MNumber manii- of total
Group Constituent Manufacturers of manu- facturers’ mmanu-
facturers selling facturers’
prices) sales
E
A AD. Group and ils associates and
D.M. Co. (including Anglo-Ameri-
can). 3 1,768,000 56
B Manufacturers with an annupal dental
goods output between £40,000 and
£160,000:—
Class 1 (general manufacturers) ... 8 595,000 19
Class 2 (manufacturers of dental
goods only). 3 207,000 7
e Manufacturers with an annual dental
goods output under £40,000. 102 581,000 18
118 3,151,000 100

It will be seen that the two vertical concerns account for well over half the
total sales. Class 1 of group B consists of precious metal refiners, manufac-
turers of general and local anaesthetics, manufacturers of X-ray equipment
and X-ray film, and I.C.I. as suppliers of fully prepared acrylic dental pro-
ducts. All these concerns are well known outside the dental goods field and
the production of dental goods represents only a small part of the output
of many of them. Class 2 of group B consists of the only three specialist
manufacturers of dental goods, apart from the A.D. Group and the D.M. Co.,
with an annual turnover above £40,000. Group C includes both specialist
dental goods manufacturers and others.

19. Special mention should be made here of the General Chemicals and
Plastics Divisions of [.C.I. Since acrylic materials have come to be used for
dental purposes, this concern has occupied a special position in the dental
goods field which will be explained in detail in Chapter 6. Meanwhile, it is
sufficient to note that I.C.I. is, with one minor qualification, the sole supplier
to dental goods manufacturers of acrylic materials processed to various stages.
These materials are used in the manufacture both of teeth and of the
material from which plastic denture plates are made. Other goods of which
the supply is largely or entirely concentrated in the hands of one concern
are nitrous oxide, used by dentists for general anaesthetic purposes, and high
grade gypsum which is used in the preparation of dental plaster-of-Paris ; the
manufacturers concerned are not members of the AD.M.T. and we have
made no special investigation of these cases.

The sole agents

20. Figures of sole-agency sales* in 1948 are summarised in Appendix 6.
Although many manufacturers and dealers were found to run a few agency
lines in addition to their normal business, the number of concerns carrying a
wide range of lines on an agency basis proved to be very small. By far the
most important of the sole-agency businesses was that operated by the trade
distribution section of the A.D. Group which has already been mentioned
in para. 16, but at least five other sole agents were found to run one or two
lines of fairly substantial value. Of these, two were importers whose lines
were largely re-exported. It is noticeable that all the more important sole
agencies were for porcelain or acrylic teeth, and that until recently the total
output of the three largest manufacturers of artificial teeth reached the dealers

* Se¢ para. 11,
10502 B
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through sole agents. Two of these three manufacturers still supply the whole
of their output, and the third a substantial part thereof, through this channel.
The table in para. 12 shows that 40 per cent. (by retail value) of dental goods
are handled by sole agents.

The dealers

21. The representatives of the A.D.M.T. have described to us the service
which it is the aim of the dealer members to provide. Their statement of the
elements comprised in this service may be summarised under five heads:—

(i) A comprehensive range of stock to meet the day to day requirements
of the profession.

(ii}) A depot where stock can be displayed and demonstrated.

(iii) A knowledge of the stock, and ability to advise the profession on
the performance of the various dental goods, particularly filling materials
and the like.

(iv) The employment of experienced travellers.

(v) The employment of technical maintenance staff to deal with faults in
equipment. '

The A.D.M.T. representatives have also explained that a very large part of
the service provided by the dealers consists in general promptitude and help-
fulness in dealing with difficulties and enquiries.

22. Special facilities provided by some of the dealers include the running
of employment bureaux for the benefit of dentists requiring assistance. Three
of the big dealer businesses maintain bureaux registering such persons as
dentists (to act as assistants and locums), dental mechanics, dentists’ nurses
and receptionists.* The representatives of the British Dental Association
regard this as a particularly advantageous service and say that if it were not
provided they would have to organise such a service themselves, since it is not
obtainable elsewhere. Some dealers also help students by giving advice about
setting up in practice, explaining hire-purchase terms for equipment, and
arranging for tours through factories where dental goods are made.

23. In order to obtain a closer insight into the dealers’ business we have
addressed inguiries on several points to all dealers. The results of these
inquiries are summarised in three Appendices:—

(i) Appendix 7, which contains statistical information relating to the
sales organisation and numbers of customers of A.D.M.T. dealers in 1948 ;
(i) Appendix 8, which is a summarised statement of the sales, operating
expenses, and net profits, in 1948, of all the dealers who provided the neces-
sary information and who cover all but a very small proportion of the trade ;
(iii) Appendix 9, which is a summarised statement of the trading results

of eleven dealers in 1948 and 1949.

24. Appendix 8 shows that in 1948 the A.D.M.T. dealers fell into five main
size-groups : —

Turnover range Numiber af Total turnover
af group businesses af group
in group (at retail prices)
£

Over £95,000 9 2,379,563
£40,000 to £55,000 i 323,550
£20,000 to £35,000 8 217,784
£10,000 to £20,000 7 99 580
Under £10,000 5 23,959
£3,044,436

* These bureaux do not charge for their services. On the other hand, the installation
and servicing of equipment appears to be generally charged for when provided by the dealers,
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It will be seen that the first group of nine businesses accounts for nearly
four-fifths of the total trade by AD.M.T. dealers. (Appendix 8 shows that
total trade by non-A.D.M.T. dealers contributing to the return amounted to
only £102,567.) This first group includes the D.M. Co. and the four retailing
subsidiaries of the A.D. Co.* The four other concerns in this group are
also to some extent vertically organised in that they all run substantial sole-
agency lines or lines of their own manufacture in addition to carrying on a
retailing business.

25. Ninety-five * dental depots ™ operated by fifty-three separate businesses
have been identified in the United Kingdom. Eighteen of these depots belong
to the retail section of the A.D. Group and a further eighteen form the retail
section of the D.M. Co. No other concern operates more than three depots,
and most retailing businesses, including one of the largest, operate from one
depot only.

26. The importance of the depot as a place where the dentist can buy
over the counter, particularly to match teeth, has been emphasised to us by
the representatives of the AD.M.T. The figures in Appendix 7, show that
in 1948 10 per cent. of purchases were made over the counter. The repre-
sentatives of the British Dental Association and the Ministry of Health say
that in areas remote from a depot a sufficient service is maintained by post
and telephone and through the travellers, and Appendix 7 shows that even
over the country as a whole as much as 25 per cent. of dealers’ business
was done direct, i.e. by post or telephone.

27. The dealer organisations operating on a national scale clearly have
varying views on the importance of local depots. Appendix 7 shows that one
dealer, No. 12, operates over the whole country but conducts his business
from a single depot, whereas dealer No. 1, with only a few more customers,
maintains 18 depots. These differences are not balanced by differences in the
numbers of travellers employed, since the dealer with one depot has only 15
travellers against the other’s 32. Of two concerns each operating a number
of depots throughout the country, one stresses the value of the local depot as
a centre for stockholding, but the other states that while a local depot is
useful as a centre for maintenance staff and for the display of a limited range
of goods, many orders placed with travellers can be satisfactorily met from
centrally held stocks. Under modern conditions of production, this concern
explains, orders for teeth, as well as for other goods, may be dealt with in
this way, since the “ shade mould guides ™ supplied to the dentist generally
provide him with sufficient indication for matching teeth.

28. It is clear also that there is variation in the service provided by smaller
dealers. It is doubtful, for instance. whether they can all be carrying the
comprehensive range of stock which is said to be a proper part of dealer
service. One of the largest dealers has stated that a minimum capital invest-
ment in teeth stocks alone would vary from about £25,000 in the case of a
major depot down to £3,000 for smaller depots. Yet in 1948 there were 17
dealers, of whom over half were members of the A.D.M.T., with an average
employed capital of less than £3,500. Seven of these, again including several
A.D.M.T. dealers, were working on an employed capital of less than £1,000.
Some dealers must have had very limited facilities for displaying goods, since
in 13 cases (including 8 A.D.M.T. businesses), ** occupancy expenses * did not
exceeed £100 per annum.

—

* The shares of total retail trade done by the A.D. Group and the D.M. Co. in 1948 are
shown in Table T of Appendix 5.
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29. Nearly all depots employ travellers whose task is to ascertain the
customer’s requirements and to keep him acquainted with any new lines.
Appendix 7 shows that the bulk of dealers’ sales is made through travellers.

The A.D.M.T.

30. This Association was founded in 1923 and includes in its membership
all the largest dealers and sole agents, and nearly all the large manufacturers
whether or not the production of dental goods is their main activity. The
A.D.M.T’s own estimate is that 95 per cent. of the dental goods supplied in
the United Kingdom is supplied by its members. The figures set out in
Appendix 3 show that the proportions of total retail sales made by A.D.M.T.
members in the calendar years 1948 and 1949 were: —

1948 1949
88'9 per cent. 89 per cent.

The proportions of A.D.M.T. sales at other stages of supply in 1948 were as
follows : —

per cent.
Manufacturers’ sales (home and export)* ... 85
Manufacturers’ sales (home market)f ... 80
Sole agency sales (home market)] ... 05

Only a negligible proportion of A.D.M.T. manufacturers’ sales in the home
market was made direct to users, i.e. without passing through the hands either
of the dealing sections of the vertical concerns§ or of other dealers.

31. The A.D.M.T. is not a wage-negotiating body nor does it engage in, or
sponsor, any research.

The Dental Traders Federation Lid. |

32. This is a small organisation set up in 1944, with the principal object
of combating the activities of the A D.M.T. In 1949 it had a membership of
22 concerns of whom 7 were classed as manufacturers or agents, the remainder
being dealers. The total of retail and other sales made by members of the
D.T.F. is small.

Concerns outside either of the trade associations

33. Although we have been given the names of a few concerns who were
not members of either association and were said to operate as dental dealers,
our inquiries have revealed only one concern of any importance in this category.

34. Sales by manufacturers outside either association (other than those
whose goods were distributed through A.D.M.T. members acting as sole
agents) amounted to £420,000 in 1948, or 13 per cent. of total manufacturers’
sales, and half of these independent manufacturers’ sales were made direct
to users. The total of 13 per cent. included substantial sales by three manu-
facturers, of dressings, general anaesthetics and local anaesthetics respectively,
and also sales by dental laboratories manufacturing dental goods.

* See Appendix 4, Table 1.

T See Appendix 4, Table I. 'This is a minimum estimate after allowing for indirect exports.

1 See Appendix 6. This is a minimum estimate after allowing for exports.

& Direct sales by A.D.M.T. manufacturers amounted to £65,000 out of total retail sales of
£3,558,000. Mon-A.D.M.T. manufacturers supplied goods to the value of £288 000 direct
to users, i.e., they effected most of the sales through Channel 3 shown in the diagram in para. 12.

|| Referred to in this report as the D.T.F.



PART 11

The A.D.M.T. and the A.D. Group

CHAPTER 3: THE ORIGIN OF THE A.D.M.T.

35. We devote a chapter to the circumstances in which the A.D.M.T. was
formed in 1923 because these circumstances appear to have made a lasting
impression on the members of the trade and to be largely responsible for their
attitude to current problems. In reconstructing the events of 25 and more
years ago, we have drawn principally on descriptive statements (many in
affidavit form) and copies of company accounts submitted to us by the
A.DM.T. or the AD. Co., and on contemporary reports of speeches b
company chairmen. We have also examined the early records of the A.D.M.
and of the De Trey and Claudius Ash Companies’ board meetings in the

years immediately preceding the merging of these companies to form the
A.D. Co. in 1924,

The industry before the 1914-18 war

36. The manufacture of dental goods on an industrial scale developed in
this country in the latter part of the nineteenth century. As early as 1817
Claudius Ash, a goldsmith and silversmith working in the West End of
London, had undertaken, at the request of a dentist, to manufacture gold
springs for the retention of dentures. This was a successful departure and
the business of Claudius Ash proceeded to concentrate its energies on the
manufacture of dental products. At the turn of the century the Ash porcelain
tooth had been developed, and is said to have occupied a leading position
in the European market for dental goods. The only other important manu-
facturer of dental goods in the United Kingdom was the Dental Manufacturing
Co. Ltd. incorporated in 1873. This Company began as an association of
dentists.* Both Claudius Ash and the D.M. Co. had retail organisations and
there were also a few independent dealers operating in a small way. We
are told that some of these small concerns came into existence owing to the
expressed desire of members of the profession for local depots.

37. In the early years of the twentieth century a Mr. Cesar De Trey set up
in business in London in order to market certain specialised golds, alloys and
cements then being manufactured by the firm of De Trey in Switzerland. The
marketing of these products coincided with a change in the practice of dentists,
who were now beginning to fill teeth rather than to extract them. In 1911
the business of De Trey & Co. Litd. was incorporated in London and the
new company began seriously to menace the position of the two old-established
concerns in the United Kingdom and on the Continent. In addition to the
Swiss lines which met the demand arising from the change in dental technique,
De Trey already held the sole agency for the American Clark Fountain
Spittoon, a novelty at the time, and by 1912 they had acquired the sole agency
in Europe and certain other territories for the teeth manufactured by the
Dentists’ Supply Co. of New York.t These teeth are said to have been of
exceptional quality and to have placed all the European manufacturers under
severe competitive pressure. Unlike Claudius Ash and the D.M. Co., De Trey
did not retail or manufacture to any extent and their activities were confined
almost entirely to trade distribution.

* In 1941, the last vear in which returns of members to the Companies Registrar include
a statement of profession, over one-third of its shareholders were dentists or dental mechanics
holding 40 per cent. of the share capital.

t These were soldered-pin teeth, which were then beginning to replace the baked-in pin
teeth manufactured by CF udius Ash and other European firms.

15
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38. We understand that it has always been the practice of the larger manu-
facturers and wholesalers of dental goods to brand their products and to
fix the resale prices. We are told that in the early years of the century the
dealing trade was already troubled by *“ a class of men known as ° carpet-
baggers * ™, who offered branded goods at cut prices in order to induce
customers to take other inferior lines, often of foreign origin, at a profit ;
and that in the years just before the 1914-18 war the non-manufacturing
dealers were also tending to sell below the listed prices. To what extent
this resulted from the competitive efforts of De Trey and the old-established
manufacturers to force their goods on the market is not entirely clear, but it
has been stated in evidence to us that certain large wholesalers, in order to
get the distribution at which they aimed, used to deliver substantial quan-
tities of teeth to the dealers on long credit terms; and that as the terms.
of credit drew to a close, the dealer found it necessary to cut prices in order
to meet his obligations. Whatever disturbance price-cutting of this sort
may have caused does not seem to have been serious enough to check the
continued expansion of two of the large concerns; Claudius- Ash increased
their capital in 1911 and 1913, and De Trey in 1914.* Two efforts were,
however, made by the smaller dealers to create an association of traders to
combat price-cutting, one in 1909 and one in 1918. These efforts are said
to have been supported by Mr. De Trey, but to have foundered on the
opposition of the two big manufacturing and retailing concerns, namely
Claudius Ash and the D.M. Co.

The industry in the early twenties

39. In the middle of 1921 the industry became involved in a serious
depression. The principal factors which contributed to this depression
appear to have been the following:—

(i) The worldwide decrease in purchasing power which affected the
position of the three leading British concerns, all of whom were interested
in the international market.

(ii) The general decline in the business and employment situation in the
United Kingdom which had reduced the demand for dental services and
so for dental goods.§

(iii) The unregulated disposal of Government surplus stocks.

(iv) The unsettled condition of the exchanges, and in particular the
German exchange position which enabled the German manufacturers to
export cheap goods to this country while sales of British goods in Germany
were forbidden.

(v) The rivalry between Claudius Ash and De Trey (see para. 40).

(vi) The passing of the Dentists Act of 1921.

This last factor calls for some explanation. Prior to the passing of the
Act, no professional qualification was needed for dental practice and it
was open even to untrained persons to set up as dentists. The A.D. Co.
has told us that in these circumstances there was sometimes a demand for
cheap goods of indifferent quaht}r, which was met by persons not interested

_— ;= e —— =

* In his Chairman’s sp-ee:h in 1921, M:r De Trey said that so far as he could recoliect
the dental trade had hitherto hardly ever known the meaning of a setback,

T In his report to the shareholders in 1923, the Chairman of Claudius Ash stated that the
demand for dental treatment in the United Kingdom had fluctuated with the rise and fall
of the country’s state of prosperity. Im 1921, Mr, Cesar De Trey said that the reduction
in spending power involved a reduction in the amount spent on dental treatment. * The
progress of the dental trade ", he added, * depends mainly on the development of dentistry
among the masses."



PART IT: THE A.D.M.T. AND THE A.D. GROUP 17

in trade stability or technical advancement and largely distributing goods
of foreign origin. When the Act was passed, this part of the demand for
dental goods is stated to have disappeared, and advantageous as this
development must have been to the profession, and in the long run to the
industry, its immediate effect is alleged to have been to cause a surplus of
total supply and thus to increase the industry's difficulties.

40. The severity of the competition between Claudius Ash and De Trey
was intensified by the poor state of the market in 1920-1 and itself contributed
to the general unsettlement of trade. Conditions were further complicated
by the long drawn out negotiations which had been going on since January,
1920, for an amalgamation of the two concerns. During these negotiations,
De Trey suspended supplies to the Ash retail depots in the United Kingdom
and overseas. This boycott lasted for 15 months, from November, 1921, to
February, 1923, and during this time De Trey had to find outlets for its goods
elsewhere. De Trey’s own financial position remained extremely strong in
spite of the difficulties which the trade as a whole were encountering and in
February, 1923, the Company decided to take immediate steps to acquire
controlling interests in 10 dealer businesses in this country, including most
of the more important ones. The record of this decision in the Company’s
Minute Book states that it was taken * in the interests of the Company and
with a view to activating a possible amalgamation with Claudius Ash.” The
Company had been able to offer teeth and other supplies on long credit terms
to the independent dealers, and within six months of taking this decision it
had acquired controlling interests in four important United Kingdom dealers
established in various parts of the country.

41. We are informed that the depression in the industry was accompanied
by a widespread development of price-cutting of price-maintained goods at
the retail stage. Other devices for attracting custom are also said to have
been employed by the dealers at this time, including the granting of abnormally
long periods of credit and abnormally high discounts for purchases in quantity
and for cash payment, the supply to the dentists on approval or return terms
of heavy stocks of teeth which were left permanently with them, and the
splitting of commission between traveller and customer. It will be seen

later that these practices are countered in the present trading regulations of
the A.D.M.T.

Formation of the A.D.M.T.

42. The evidence shows that in these circumstances there was a widespread
desire to concert measures for regulating the trade. The proposal for setting
up an association with this object was revived for the third time early in
May, 1923, on the initiative, it is said, of a number of well-known dealers.
On the suppliers’ side, De Trey had always favoured the establishment of a
trade association and now controlled some of the leading independent dealers ;
and Claudius Ash and the D.M. Co. were no longer opposed to the formation
of an association. The proposal appears to have been welcomed by the
majority of the dealers, large and small, and the first general meeting of the
trade to discuss the setting up of an association was called for 11th June,
1923. The circular letter of Ist June, 1923, convening this meeting and
describing its origins and objects is reproduced in Appendix 10. It will be
seen that the letter makes a particular point of countering in advance any
possible suggestion that the formation of the association might cause prices
to be raised. The Chairman of the meeting said in his opening remarks
that the proposed rules derived from earlier drafts produced in connection
with the attempts to form an association which had been made in 1909 and
1918, and that the 1909 draft had drawn on the experience of the American
Dental Trade Association. :

10502 B4
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43. The proposed rules of the new association included clauses binding
manufacturer members to supply dealer members only, and dealer members
to buy from manufacturer members only. These are the exclusive dealing
clauses which have formed the core of the A.D.M.T. arrangements through-
out. We shall have frequent occasion to refer to them later, particularly in
our conclusions. The restriction on dealers’ purchases had been queried
before the meeting and the Chairman commented on it in the following

terms:—

“ It is perfectly obvious that unless the Dealers’ Association were to get the
full support of the manufacturer, you would get back to the old price-
cutting game ; the manufacturers say, We must in the same degree have
the support of the dealers, and it is not good enough if we manufacturers—
whoever they may be—are going to restrict our supply specifically to the
members of this Association and flatly refuse to supply to the few outside it.
It is not good enough for some members in the dealers to say, I am going
to have all the profits of that, but I must be allowed to draw some of my
supplies from Mr. So-and-so, even although he won't join.”

44, The proposal to form an association was approved at the meeting of
11th June, 1923, and rules were adopted. They included the exclusive dealing
provisions and two others of fundamental importance ; namely, that manu-
facturer members should fix retail prices for all their goods sold through
more than one dealer and that dealer members should observe these prices.
Many of the other current rules of the A.D.M.T., which are analysed in
Chapter 4, were present in embryo form in these original rules, and the
manner in which some of them have developed since the A.D.M.T. was
formed will also be discussed in that chapter.

45. Within a few months of formation, the Association was advised that
it should seek the protection of the Trade Union Acts if only because the
activities of its information bureau—which was to provide information to
members on the credit standing of dealers’ customers—might have laid it
open to actions in the Courts. Accordingly, the Association redrafted its
Objects to enable it to apply for certification under the Trade Union Acts—
the Object: * To impose such restrictive conditions on the conduct of the
Trade as may be deemed expedient by the Association ™ being, we are told,
specifically included for this purpose. Certification as a trade union was then
applied for and granted. This change took place in December, 1923, and
in the same month the present General Secretary was appointed. The
membership rapidly increased and by January, 1924, there were 62 Ordinary
members and 10 Affiliated members.* The Ordinary membership appears
to have become stabilised at a little above this level, although the number
of Affiliated members grew rapidly ;T and by 1925 it was being claimed that
practically all the important manufacturers of dental goods throughout the
world were members or Affiliated members of the A DM.T.}

* Affiliated members were foreign manufacturers and United Kingdom manufacturers
not solely engaged in the production of dental goods.

f In 1925 the membership roll was as follows:—
Solely dealers ... 43
Combined manufacturers and dealers ... 11
Manufacturers, or the sole representatives of foreign manufacturers ... 22
Affiliated members 55

131
The present numbers are given in para. 70. -

i Since the war, membership of the AD.M.T. has been confined to United Kingdom
COnCerns,
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46. The fact that the trade had organised itself into an association was
apparently regarded with some suspicion by certain members of the profession,
and the Chairman of the ADM.T. in March, 1925, in a speech to the
Metropolitan Branch of the British Dental Association, spoke of putting
forward some particulars “ in the hope that it may clear the atmosphere.”
This speech, the conclusion of which is reproduced in Appendix 11, is useful
in showing the declared purposes of the A.D.M.T. according to its founders.
Thus the Chairman said:—

*“ The manufacturers’ and wholesalers’ interest in the welfare of this
Association is indirect, and they are the last to obtain any benefit from it—
the benefit they do derive consisting principally in the fact that when the
financial position of the dealers becomes more healthy, the credit given to
the retailers by the manufacturers will become safer.”

and in his conclusion he said, amongst other things:—

*“The Association was formed to stop unfair and ruinous competition
among retail dealers, selling goods below manufacturers’ list prices, the
giving of exorbitant and unreasonable terms of credit, which brought the
retail dental trade of this country to the verge of general bankruptcy. The
only rules concerning prices are those affecting retail traders, briefly termed

5 4%

* maintenance of the list prices fixed individually by the manufacturers’.

He also referred to * equal terms of trading by all dealers and limitation of
credit given by them to fair and reasonable limits.” This and the preceding
quotations show that the manufacturer founders of the A.D.M.T had in view
not only the protection of their own branded lines, but also the prevention
of competition between dealers whether by direct price-cutting or by any
other means which might endanger their financial stability, in particular by
the giving of long credit to dentists. They also show that the A DM.T. was
anxious then, as now, to stress the absence of any rules restricting price
competition between manufacturers.

47. The present representatives of the A.D.M.T. have claimed that the
formation of the Association * stopped the rot™ and was to a large degree
responsible for the subsequent improvement in conditions in the trade, but
it seems likely that some improvement would have taken place in any
event.  The surpluses resulting from the release of Government stocks
and the passing of the Dentists Act of 1921 must eventually have been
absorbed ; the general trade depression was at its worst in the winter of
1921-22 and by the end of 1923 production and trade had materially increased
in this country®* and abroad ; and any part in the unsettlement of the dental
goods trade played by what the A.D. Co. has called the * price war " between
De Trey and Claudius Ash must have been ended by the amalgamation of
these two concerns at the end of 1924. We have noted also that such results
and reports of the companies engaged in the dental goods industry as are
available to us—some of which have been submitted by the A.D.M.T.
itself—while certainly indicating that trade was still depressed in 1923,
register a slight improvement from the end of 1921 onwards. It would appear,
therefore, that at the time when the Association was formed the industry
was already beginning to participate in the general revival of United
Kingdom trade. It must also be borne in mind that the long-term, as opposed
to the immediate, effect of the passing of the Dentists Act of 1921, would
have been to deprive the “ carpet-bagger ™ type of trader, who is said to
have been a disturbing factor in the trade since the early years of the century,
of one of the most fertile fields for his activities.{

* See tables of relevant statistics in Appendix 12.
t See para. 38 and end of para. 39.
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CHAPTER 4: THE ASSOCIATIONS RULES, REGULATIONS
AND MEMBERSHIP

Introductory

48. In order to understand the present constitution and policy of the
A.D.M.T. it has been necessary for us not only to examine the formal rules
but also to consider a large amount of evidence, both from the A.D.M.T.
representatives and from its records, as to the manner in which the rules
have been developed and operated. Much of this evidence is summarised in
this and the next chapter. A summary of the more important rules is given
in the present chapter.

49. Although the A.D.M.T.’s current Rules and Regulations are marked
“ private and confidential ", we have thought it essential to reproduce them
in fullL* They will be found in Appendix 2. The Rules (reproduced in
the first part of the Appendix) state the A.D.M.T.’s objects, define its con-
stitution and the qualifications for membership, and prescribe the disciplinary
procedure. Rule 8 (2) authorises the Regulations for Trading (reproduced
in the second part of the Appendix). The making of these Regulations
requires the same procedure as the making of Rules and a breach of them
is deemed to be a breach of the Rules. The Regulations control the trading
practice of members, and as they include many of the A.D.M.T.’s restrictive
provisions, much of this section of the chapter will be devoted to an examina-
tion of them. We shall begin, however, with a summary of the Rules,
since the Rules and Regulations support each other and together provide
the framework within which the A.D.M.T.’s policy for protecting its members’
interests is operated.

50. The objects of the A.D.M.T. will be found in Rule 3. As will be seen
from para. 56 below penaltics may be inflicted on members who act in any
way which conflicts with the objects.

51. Membership is now confined to United Kingdom concerns and there
are three classes of Ordinary members, which are defined in Rule 4 (3). Class
*“ A" consists of dealers supplying direct to retail customers from depots.
Class “ B ” comprises manufacturers selling their own goods by wholesale or
retail and it includes persons carrying on types of business which are not
normally regarded as manufacturing, namely those described as “ sole agents
in para. 11 above. Classes “ A ™ and “ B ™ are mutually exclusive, and there
is a third class for concerns who wish to act both as manufacturers and as
dealers—Class “ C ”, dealer/manufacturers. Most of the larger manufacturers
and dealers belong to this class. Rule 4 (6) provides for the admission of
Affiliated members, who are * engaged (otherwise than in the manufacture
of or dealing in Dental Goods) in a trade allied to the Dental trade and who
supply the Trade ",

52, There are no stated qualifications for manufacturer membership (except
as shown in para. 53 (iii) below) but to qualify for dealer or dealer/ manufacturer
membership (Class “ A™ or “C") an applicant must either have a trading
capital of at least £3,500 or have had five years’ active experience in the trade
and possess a trading capital of such lesser sum as the Council of the A.D.M.T.
may determine in each case, provided that it is not less than £1,000. He

* Certain sections of the Rules and Regulations have already been published by the Lloyd
Jacob Cﬂmmuigg—me Report of the Committee on Resale Price Maintenance (Cmd. 7696),
pages 104 to 109,
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must also “ carry on a dental depot or office with a proper business address
(being a building, or part of a building, used exclusively for or in connec-
tion with the business of a dental depot)”. The possession of these
qualifications does not, however, offer any guarantee of admission, since
it is expressly provided in Rule 4 (8) that the election or transfer of any
person to any class of membership shall be in the discretion of the Council.
Rule 4 (7) states that no Co-operative Society, whether registered under Act
of Parliament or not, shall be eligible for membership.

33. The AD.M.T.’s membership policy is of great importance, since, by
reason of the exclusive dealing provisions mentioned in para. 43 above, refusal
of membership deprives the applicant of the right to trade with members.
In the next chapter we shall discuss the way in which the Council has
exercised its discretion to admit members. Meanwhile, it is necessary to
note three points arising from the classification of members which throw
light on certain aspects of the A.D.M.T.’s general policy:—

(i) According to its present representatives the original intention of the
A.D.M.T. was that Ordinary membership should be reserved for manu-
facturers and dealers supplying dental goods only. The Rules have
always provided that dealer members must operate from premises used
exclusively as a dental depot or office (see preceding para.). Until 1947
Ordinary manufacturer membership was confined under the Rules to those
* engaged solely in the manufacture of dental surgical instruments and dental
goods and appliances and supplying the trade only . In practice, however,
a number of the most important manufacturers who did not manufacture
dental goods exclusively were admitted to Ordinary membership. In the
current Rules, manufacturer membership is not restricted to manufacturers
engaged solely in the manufacture of dental goods.

(ii) Until the Rules were revised in October, 1947, manufacturer members
were debarred from supplying the profession direct. In other words, the
whole of a member manufacturer’s output had to be passed through the
dealers, unless he were prepared to set up a distributing organisation and
thus to qualify as a dealer. Here again, in practice, exceptions were made
and a certain number of manufacturers were granted * C ™ membership in
order that they could sell their own products direct without becoming
dealers in the full sense of the word.

(iii) The definition of manufacturer membership is so drawn that in order
to qualify as a manufacturer member a sole agent buying from a non-
member manufacturer, whether at home or abroad, must have control
of the whole of that manufacturer’s output for the United Kingdom. If
he merely puts up under his own name goods available to other distributors,
then these must be goods manufactured by members.

54. The Council consists of nine persons elected annually by the Ordinary
members (Rule 7). One business may not provide more than one Council
member, except Class * C ™ businesses, who may provide two. Both Ordinary
and Affiliated members may take part in Annual General Meetings, but only
Ordinary members may vote (Rule 10). Each Ordinary member has one
vote, irrespective of the size of his business, except Class *“ C” members,
who have two votes.

55. The Council of the A.D.M.T. is very active (it appears to meet rather
more than once a month), its proceedings are secret (the minutes of Council
meetings are not open to members), and it has very wide powers.* The
ADM.Ts representatives have themselves pointed out to us the striking

i Lo et

* See paras. 52 56 and 57 of this report.
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continuity in the Council’s composition throughout the years ; although nine
Council members have been elected to office in each of 26 years, only 27
different persons have been members of the Council over this period. The
Council’s officer, the General Secretary, has duties of considerable importance,
including the receiving of complaints from members, the making of disciplinary
investigations, for which purpose he is armed with the extensive powers
mentioned in para. 57 below, the management of a bureau of credit informa-
tion in respect of retail customers, and participation in all Committees. As
has already been noted, the present General Secretary has held office since the
formation of the A.D.M.T. It is clear that the Council has been exceptionally
well placed to exercise close control of the A.D.M.T. and to ensure continuity
of policy throughout the years.

56. Under Rule 11 the Council may impose one or more of the following
penalties on members declared by it to have been guilty of a breach of the
rules: —

(1) Expulsion from the Association.

(ii) Deprivation of rights of membership for such period as the Council
may think fit.

(iii) Placing a member’s name on the stop list.
(iv) Payment of a fine not exceeding £1,000.

(v) In the case of a member enjoying trade discount (i.e., in practice a
dealer) such reduction in the amount thereof for such period as the Council
may determine.

The significance of these various penalty provisions will be discussed in the
following chapter. Meanwhile, it should be noted that the penalties are not
limited to cases where there has been a breach of specific rules, for the Council
also has power, under Rule 11 (2), to impose them on “ any member who
shall, in the judgment of the Council. use unfair means in competition or
trading or otherwise in the conduct of his business or act in any way which
conflicts with the objects or is detrimental to the interests of the Association
or the Trade™; and the Council *“ may expel from the Association any
Member if for any other reason it considers it undesirable that such Member
should continue to be a Member ™.

57. Rule 12 deals with proceedings against members. The Council may
instruct the Secretary to make inquiries where it is believed that a breach
of the rules may have occurred ; and provision is made whereby any member
who has reason to believe that another member has committed a breach of
the rules, used unfair means of trading or competition, or acted contrary
to the interests of the trade or Association, may communicate a written com-
plaint to the Secretary. A member whose conduct is being investigated must
produce to the Secretary all documents and records “ of any kind whatso-
ever ’ which the Secretary considers to be material. (Para. 68 below shows
that precautions are taken to ensure that members’ books and records contain
a full account of all their transactions.) The procedure governing the hearing
of charges by the Council is laid down in some detail and there are provisions
for appeal to the general body of members.

58. The average annual cost of the A.D.M.T. has been about £2.500.
Finance is provided by members’ subscriptions and, to a very minor degree,
by the proceeds of fines. Subscription fees from new entrants are fixed at the
Council’s discretion within the limits shown in Rule 6.
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The Regulations for trading

59. Regulation 8 obliges all members to adhere to the retail prices fixed
by the manufacturers or sole agents.* This represents the fundamental agree-
ment between members to maintain resale prices.  Regulation 2 obliges
manufacturer members to fix retail prices for all the dental goods which they
supply. There is no agreement among manufacturers to fix uniform prices or
to allow uniform margins to distributors (but see para. 83 below).

60. Regulations 66 and 68 are the exclusive dealing clauses and they
represent the fundamental agreement between manufacturer and dealer
members to retain all important trade within the membership of the A.D.M.T.
Regulation 66 precludes any member from supplying dental goods to any
person in the United Kingdom who is not a member, except at retail prices.
Regulation 68 precludes any dealer member of the A.D.M.T. from buying
certain listed types of dental goods, except from a fellow-member.t The
listed goods are often known as * essential dental goods ™ and with one or
two exceptions, include all the main types of goods used exclusively in
dentistry. The Secretary may issue permits to members to buy such goods
from non-members where they have been specifically ordered by a retail
customer ; but there are provisions to ensure that the issue of permits is kept
within bounds. In 1940, when certain outside manufacturers were said to be
creating a big demand for their products among the dentists by intensive
advertising and the AD.M.T. manufacturers were in a position to supply
similar products, it was decided to suspend the permit system entirely over
a wide range of goods.

61. The A.D.M.T. states that the main purpose of Regulation 66, confining
manufacturers’ sales to member dealers, is to facilitate the enforcement of the
resale price maintenance provisions, since it is only in the case of members
that the arrangements for supervising dealers’ conduct can apply. These pro-
visions are extremely elaborate and appear to require for their enforcement
much disclosure of trading information to the Secretary. Regulation 66
ensures that all retail outlets for Association lines are under full control by
the ADM.T. The A.D.M.T.s account of the purpose of Regulation 68,
confining dealers’ purchases to member manufacturers, is not entirely clear,
but it appears from the quotation in para. 43 above that this provision was
originally represented as a simple guid pro quo for the provisions of
Regulation 66, and thus as a necessary consequence of the price maintenance
arrangements. It is clear, however, that these two Regulations, if used in
conjunction with restrictions on admission to membership, can also serve
to prevent the entry of competitors into the industry. As will be shown in
the next chapter, the A D.M.T. does restrict admission to membership and
the exclusive dealing clauses cannot, therefore, be regarded merely as part
of the resale price maintenance arrangements.

62. The ADM.T.’s conception of resale price maintenance has from the
very start included not only the protection of manufacturers’ resale prices but
also the prevention of competition between dealers by what the Association
defines as “ excessive services ” and regards as a form of price-cutting. Most
of the remaining Regulations accordingly have the effect of preventing com-
petition between dealers by means other than direct reductions in the price of
branded goods. Very few, if any, of these additional Regulations would be
needed if the only object were to give the manufacturers protection against

* Or by the Council, in certain special cases.
t The Regulation makes provision for purchases from members of approved associations

or from others who have agreed not to supF]y PErsons qutside the A.D.M.T. except at full
retail prices, but we are told that no supplier has qualified under this clause.
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selective price-cutting on their branded lines. One of the most important of
them, which was present in a less stringent form in the original rules, affords
protection to the general body of dealer members by obliging all manu-
facturer members to fix retail prices for all the dental goods which they supply.
Member dealers may buy essential dental goods from member manufacturers
only and Regulation 2 therefore effectively averts the danger of any member
obtaining any non-price-maintained essential goods on which he might com-
pete with his fellow-dealers.* Regulation 57 closes the gap by preventing the
making of concessions to customers on sales of non-essential goods acquired
by dealers from sources outside the A.D.M.T. and therefore possibly not
subject to fixed resale prices.

63. Other Regulations further limit the field of competition between dealers.
They cover dealers’ credit terms, terms for hire-purchase, sales to institutions,
purchase and sale of secondhand equipment, and a number of other matters.
Thirteen such restrictions have been identified and are summarised in
Appendix 13.

64. In the dental goods trade quantity and cash discounts are given to
consumers (whether individual dentists or not) by dealers. These discounts
are prescribed by each manufacturer for his goods and all dealers handling
a particular manufacturer’s goods are obliged to sell them subject to the same
cash and quantity discounts. The individual manufacturer’s discretion 1s,
however, limited by Regulations 15 to 30 which lay down the maximum
rates which a member may prescribe for cash and quantity discounts. These
maximum rates range from nil to 15 per cent. according to the class of goods.

65. The changes in the Regulations throughout the A.D.M.T.’s history have
been many and the effect of them is often difficult to determine. It is clear,
however, that the restrictions on retail trade have been made increasingly
specific and complex as the years have gone by: and that the policy of
preventing *‘ ruinous competition ” between dealers has been developed into
one of controlling a wide sector of their activities and of limiting competition
to the sort approved by the A.D.M.T., i.e., primarily competition in service
of a kind which does not involve financial concessions to the consumer.
There were no restrictions on the level of quantity discounts until 1927,
Credit limits, hire-purchase restrictions, the limit on special discounts to
institutions, conditions for sales on approval, and the maximum cash discount
were imposed in the early years, but the many minor restrictions on conces-
sions to the consumer listed in Appendix 13 are not found until later. The
early provisions regarding secondhand equipment did not include any restric-
tions on the re-sale price, while the purchase price provision for secondhand
equipment was then limited to a requirement that allowances should not
exceed reasonable market value.

66. With one exception (see the following para.). the Regulations regarding
the re-sale price of secondhand equipment, the maximum discounts for cash
and for quantity sales, and the discounts for sales to institutions have become
progressively less liberal with the passage of time. Details of these changes
will be found in Appendix 14. We cite as examples the following changes in
discounts for sales to institutions ; the special 20 per cent. discount to non-
voluntary hospitals was abolished in May, 1927, as well as the 15 per cent.
discount to municipal bodies in April, 1931 ; the special discount to voluntary
hospitals was reduced from 20 per cent. to 10 per cent. in November, 1933.
The explanation of these changes offered to us by the A.D.M.T. is that the
discount allowed to non-voluntary hospitals was withdrawn when it was

* Even when the goods are withdrawn from the manufacturer’s list, |1-r_::wisjnn is made for
jobbing-off prices to be fixed by the Council (Regulation 7).
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realised that the dental departments of certain of them were run on com-
mercial lines and accordingly competed with the local practitioner, the patients
being charged ; and that the AD.M.T. did not feel called upon to support
municipal bodies.

67. The exception referred to in the previous para. occurred in October,
1947, when the special discount to hospitals was raised from 10 per cent.
to 121 per cent., and extended again to non-voluntary hospitals and local
authorities. It is quite clear from the notes of the General Meeting at which
this change was discussed that it was made to reduce the risk of hospitals
buying direct from manufacturers in the event of a national dental service
being established. Even then, it was decided to bring the discount to teaching
schools into line with the new rate for hospitals and it was accordingly
reduced from 20 per cent. to 121 per cent.

68. A number of provisions in the Regulations have the effect of ensuring
that a full record of transactions is available to the Secretary, either at his
office, or when he wishes to make investigation of any member suspected
of a breach of the rules. These provisions are important in that they show
the degree of surveillance which it is thought necessary to impose on members.
Thus it is prescribed that every member must keep a proper set of books
of account and copies of all documents relating to sales showing the nature of
the goods concerned. Dealers must also report to the Secretary details of
all overdue accounts. The main purpose of this Regulation is to aid the
Secretary in the maintenance of his credit information bureau, but the Regula-
tion also enables him to detect cases where credit terms have been given
in excess of those allowed under the Regulations. Hire-purchase arrangements
must be reported to the Secretary, and all sole-agency agreements must
also be reported to him so that he may be satisfied that the contract gives
the agent control over the entire output of the goods (see para. 53 (iii)).
There are several provisions of this sort connected with transactions in
secondhand goods. Thus the Regulations provide that all dealers must
make a monthly return to the Secretary of all purchases and sales of
secondhand equipment.* Any dealer who wishes to buy secondhand equip-
ment from another dealer member must notify the Secretary, who will then
notify all dealer members who have reported to him purchases of the
articles required. All sales and purchases of secondhand equipment or scrap
metals must be separately recorded in the books. Similarly, all charges
made by dealers for installing equipment must be shown separately in their
books.

69. The limits on special discounts to institutions and on cash and quantity
discounts apply to all retail sales, whether made by dealers or manufacturers.
Of the other Regulations summarised in Appendix 13 many, as will be seen,
are drafted so as to apply to dealers only. In practice, however, restrictions
on dealers’ trade are applicable to retail transactions in general, since almost
all the output of manufacturer members is distributed through the dealers
or through their own depots, which qualify as dealer businesses under the
rules.t There are also a few Regulations which bear chiefly on manufacturers
but these may be more conveniently discussed in the following chapter.

Membership
70. We have examined the full list of members as at 15th August, 1950.
The list contained 17 Class “ A (purely dealer) members, 33 Class “B”
(purely manufacturer or agent) members, 37 Class “C” (manufacturer/
dealer) members, and 19 Affiliated members. Our inquiries have shown that

* It is understood that this requirement has not been enforced since the beginning of the war.
1 See footnote (§) on page 14.
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of the Class “ C” members, 25 are mainly dealers, and there are thus 42
members whose principal business is dealing. Only 11 of the 42 concerns
engaged mainly in dealing have been admitted since 1923-24 and, as will
be shown later, this does not indicate that the owners of these concerns were
necessarily new to the trade at the time of entry.

THE SITUATION IN TERMS OF THE ACT

71. Under our terms of reference, we are required to report whether the
conditions in relation to supply prevail in regard to dental goods as defined
in the reference. The reference relates to goods * used in dentistry ”. Some
of these are * common user ” items which are available not only at dental
depots but elsewhere ; for example, mouthwash tablets and disinfectants are
available at chemists’ shops and pliers or similar tools suitable for laboratory
use are available at toolshops. Supplies of “* common user ™ items to dental
users from such sources could not in any case have been identified ; but we
are assured both by the industry and by the users that the value of these
supplies is negligible. Accordingly, we have confined our statistical inquiries
to supplies of dental goods by the dental goods industry, that is to say,
supplies by dealers and agents specialising in the supply of dental goods
and by manufacturers supplying all or part of their output specifically for
dental use. The results of these inquiries are summarised in Chapter 2,
and para. 30 gives for the calendar years 1948 and 1949 the proportion
of the retail trade in the home market done by members of the A.D.M.T.
as approximately 89 per cent. in each year ; we have no reason to believe
that there has been any substantial change in the proportion in 1950. From
what has been stated in the preceding section of this chapter it is clear that
the members of the A.D.M.T. so conduct their affairs as to restrict competition.
We conclude, therefore, that the conditions to which the Act applies prevail
in relation to the supply of goods of the description contained in our reference.

Gt e

CHAPTER 5: THE WORKING OF THE ASSOCIATION

72. We have now recounted the circumstances in which the AD.M.T.
was founded and we have examined its present rules. In this chapter we
propose to discuss various aspects of its working and some of the effects
of its rules and practices, beginning with its internal management.

Internal discipline

73. Disciplinary proceedings occupy a very large part of the ADM.T.'s
official records and it is clear that every effort has been made to enforce
complete observance of the spirit and letter of the rules. It has been
suggested to us that a trickle of supplies flows to certain non-A.D.M.T.
dealers at other than retail prices,* but in general the zeal of members in
bringing complaints, combined with the careful provisions mentioned in
para. 68 for recording and reporting the details of members’ affairs, appears
to have adequately reinforced the very slender and inexpensive apparatus
of control. Large and small firms alike have been obliged to answer to the
Council for their conduct.

74. The more drastic of the penalties provided for in the A.DM.T.s
rules have rarely been used. Many offences have been dealt with by formal
caution and the general run of fines has been between £1 and £10 10s.

* See para. 101.

t This apparatus consists of the Secretary’s office with its small staff, and the supervision
and pguidance provided voluntarily by the members of the Council.
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It is interesting to nole that, in a sample list of offences provided for us by
the A.D.M.T., those involving direct price-cutting do not feature very
prominently nor are many such cases shown since the early days of the
ADM.T. The offences quoted in this list cover infringements of most
of the detailed Regulations and include such acts as the use by a dealer of
business reply cards, the free loan of a rotary convertor, and the selling
of a shop-soiled gas machine before expiry of one year without the necessary
certificate from the Secretary.

75. The insignificant nature of most of the penalties inflicted does not
imply any flexibility or weakness on the part of the Council in enforcing
the rules. Whenever the Council has encountered sustained or flagrant
breaches of the A.D.M.T.’s rules or policy, heavy fines have been inflicted.
Thus on two occasions, in 1927 and 1946, dealer members with small resources
were fined £250, these being the heaviest fines ever inflicted. The earlier
case will be discussed later in para. 80; the other was that of a dealer
who was found to have supplied non-members at other than retail prices
over a long period and to have entered the transactions in his ledger under
a false name.

76. The deterrent effect of the A.D.M.T.’s power to inflict penalties other
than fines, namely, expulsion, suspension, placing on the stop list, or reduc-
tion of trade discount, will be obvious. We have, however, examined the
A.D.M.T.’s records in order to see how far these more powerful sanctions
have in fact been employed. The stop list provisions may first be considered.
As we have explained, there are permanent restrictions on trade with non-
members, and an A.D.M.T. member against whom it is necessary to take
extreme measures has only to be suspended from the Association in order
that he may be put in a position where he cannot buy dental goods on
trade terms from members or sell essential dental goods to them. The
stop list penalty has not, therefore, the importance in the ADM.T.s
disciplinary arrangements which it has in those of associations whose
members are allowed to trade with non-members; nor have the stop-list
provisions in fact been used. Nevertheless, these provisions (Rule 11 (35)
to (12)) are extremely elaborate ; they allow for the placing on the list of
any person, whether a member of the A.D.M.T. or not, where this is necessary
to maintain “ the interests of the Trade or the Association ™ and they would
undoubtedly have great significance, were it not for the existence of the
exclusive dealing arrangements.

77. There appear to have been only two cases since 1924 when either of
the other two major penalties—reduction in trade discount and expulsion or
suspension of membership—have been applied. Both coincided with the
infliction of the £250 fines referred to in para. 75. In both cases where
this fine was inflicted manufacturers were instructed to reduce their trade
discounts to the offenders by approximately one-half (for six months in
one case and a year in the other); and both members were subsequently
expelled, under what is now Rule 11 (4), for non-payment of the fine. Thus
even in these cases the ultimate sanction of expulsion was not applied as
a direct penalty for the original offence.

78. It should be noted that the Council has from time to time expressed
an opinion that the action of a member was contrary to the spirit of the
Association, although it did not constitute a breach of any specific rule.
Thus in March, 1937, according to the Council minutes: —

“It was reported by a Member that Messrs. X had issued a business

reply envelope and it was questioned whether this was contrary to the Rules.
It was noted by the Council that this particular envelope was not issued



28 THE SUPPLY OF DENTAL GOODS

for the purpose of soliciting orders, but for inviting criticism of a publica-
tion issued by Messrs. X. It was therefore considered that there was no
breach of the Rule, but that the envelope conflicted with the spirit of the
Rule, as it could be used for the despatch of orders to Messrs. X. It was
decided to inform Messrs. X of these facts as well as the member who
brought the matter to the notice of the Council.”

In December, 1938, the same member was told that both from a trade and
a professional point of view it was extremely undesirable for dental goods
to be advertised in the lay press. “ Mr. X was advised, in future, to obtain
the views of other members of the trade before publishing advertisements
of this type.” Such cases illustrate the degree of control exercised by the
Council over the conduct of members even when not contrary to any specific
rule. Formal disciplinary proceedings against members under the general
Rule 11 (2) referred to in para. 56 have, however, been very rare, although
on one occasion, to which reference will be made in para. 81, a heavy
fine was inflicted under this Rule.

Attitude to co-operative buying by dentists

79. We have had some difficulty in ascertaining the A.D.M.T.’s policy
with regard to co-operative enterprises. As we have seen, Rule 4 (7) debars
co-operative societies from membership but the A.D.M.T.’s representatives
stated in evidence that this Rule, which had been in force since the early
days of the Association, was not aimed at the ordinary co-operative trading
society.* When framing this Rule, the Association had in mind a dentists’
co-operative buying society of the sort that had been set up in France in
1902. This society had a membership of dentists and by 1923 had already
established relations with the manufacturers and entered into competition
with the normal type of dealer. Similar societies, about which some informa-
tion is given in Appendix 15, have emerged in other countries and, as we
have seen, the D.M. Co. itself had iis origin in an association of dentists.

80. It is clear from remarks made by Mr. Cesar de Trey in 1923 at one
of the earliest meetings of the Association that he was seriously disturbed
by the possibility of a society similar to that which had been founded in
France becoming established in this country. The threat of co-operative
buying appears to have materialised in 1927, and for many years thereafter
the records of the A.D.M.T. show a serious preoccupation with it.  The
issue was complicated, however, by the fact that the co-operative buying
society of dentists did not attempt to obtain its supplies from outside the
A.D.M.T., but entered into a contract of supply with one of the dealer
members. This member offered to supply the co-operative buying society
with bulk lines of goods, not branded or price fixedi by the manufacturer,
at only a small margin above his buying price. The Council was unable
to find any definite breach of the rules since practically all * standard lines ™
supplied by the dealer appeared to have been charged at the list prices ;
but it expressed strong condemnation of the arrangement and stated that
the measures adopted by this dealer constituted a serious menace to the
future welfare of the trade. A special General Meeting was called by the
Council to deal with the matter, but meanwhile evidence was obtained
which indicated that the dealer was also offering standard lines in unit
deliveries at quantity rates. The Council accordingly found that a specific
breach of the price maintenance rules had been committed and a fine of
£250 was imposed on the member, who was subsequently expelled for non-
payment of the fine.

* It was later stated by the A.D.M.T.’s representatives that the Rule had never operated in
practice, appeared to be unnecessary and might be deleted.
t The rules then in force permitted manufacturer members to supply goods without fixing

a retail price, provided that the goods were reserved for ong dealer and thus were not ** standard
lines ™.
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81. Following this episode the AD.M.T. made a determined effort to
stifle all co-operative buying schemes. In June, 1929, a Special Committee
was set up to consider ways of combating co-operative buying. ' The Com-
mittee’s report is reproduced at Appendix 16 and it will be seen that its
proposals included the obtaining of an undertaking from all members not
to supply co-operative buying concerns on any terms. This proposal was
duly implemented, and in 1934 two members were fined under the general
rule, one to the extent of 100 guineas, for breach of this undertaking. The
undertaking was obtained from new members as late as 1938, but we are
informed that it has not been required in the last ten years and is possibly
no longer regarded as binding.* The A.D.M.T.'s representatives have
suggested that these measures were designed to deal with schemes which
were not entirely reputable or which would have involved price-cutting on
ADM.T. goods. Whatever considerations the A.D.M.T. may in fact have
had in mind at the time, its representatives have now stated to us that the
existence of co-operative purchasing bodies on the scale on which they
exist in France would be a menace to the distributor against which the
ADM.T. desires to protect him. It can be inferred, therefore, that any
dentists’ co-operative buying organisation—if it were practicable to institute
one—would be boycotted by the A.D.M.T.

The fixing of retail prices and dealers’ trade discounts
by manufacturers

82. Regulation 12 states that * a manufacturer member shall have the
right to decline any order, and also to fix the rate of trade discount which
he allows, or wholesale price at which he sells, to any Dealer Member ™.
This is the formal position under the rules and we have no reason to sup-
pose that the level of retail prices is in any way dictated by the A D.M.T.
or agreed between the manufacturer members. Price competition between
manufacturers in this industry certainly exists. We have noted, however,
that in 1938 a manufacturers’ committee of the A.D.M.T. recommended that
quality rather than price or cheapness should be stressed in advertisements.

83. The formal position under the rules has also been adhered to in the
matter of trade discounts offered by the manufacturers to the dealers and
we have no reason to think that the Council has laid down levels for
trade discounts or made the granting of a particular level of trade dis-
count a condition of manufacturer membership. Nevertheless until 1927
the rules contained a provision that trade discounts should be * reasonable
and we have found in the A.D.M.T.'s records a number of more recent
examples of the Council’s interest in these discounts and a number of refer-
ences to “reasonable ™ or *usual” trade discounts or to “ the level of
discounts generally adopted in the Trade”. We have questioned the
A.D.M.T.’s representatives closely on these matters and we have reached
the conclusion that the Council has brought influence to bear on new manu-
facturer members to adhere to this “ reasonable ™ or * usual” level when
fixing trade discounts. Tt should also be recalled that in laying down maxima
for retail cash and quantity discounts (see para. 64) the AD.M.T. has
formally limited the manufacturers’ freedom of action in this respect. Before
leaving this matter, we must, however, mention that the level of trade dis-
counts has shown far less uniformity since the war. and that there has been

a decline in the average level of these discounts expressed as a percentage
of prices.T

* Itis important to note that this undertaking did not prevent the supply of goods o multi-
practice surgeries, i.e. to concerns employing a number of dentists, including the Co-operative
Dezntal Association Litd.

f Sez Chapter 8.
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The A.D.M.T.’s policy for the admission of new members

84. At an early stage of the inquiry we asked the A.D.M.T. to state in
detail the present and past arrangements for dealing with applications for
membership. Our question and the Association’s reply are quoted in full
in Appendix 17. Subsequently we examined the changes which have been
made at various times in the Rule relating to the qualifications for dealer
membership and those cases of individual applications for dealer or manu-
facturer membership of which details were found in the A.D.M.T.’s records
from 1935 onwards. We then questioned the A.D.M.T.'s representatives
on their handling of these individual cases and on their general policy for
the admission of new members. The position was shown to be very much
less definite than is implied in the reply quoted in Appendix 17 and, as
there have been inconsistencies both in the handling of cases and in the
explanations of policy that have been given to us, it has been difficult to
obtain a clear insight into the A.D.M.T.s policy in this important field.
The relevant evidence is set out in the following paragraphs.

85. The original rules required an applicant for dealer membership to
have a capital of at least £500 and to have had at least five years’ associa-
tion with the dental trade and to maintain a proper depot. These require-
ments are said to have been designed to ensure that anyone admitted as
a dealer was credit-worthy and a person who had a settled interest in the
trade. In this way the A.D.M.T. hoped to exclude the type of trader whom
they describe as * carpet-baggers™. In 1927 a representative of a concern
of sole agents which had no retail branch of its own proposed that a man
who could put up £2,000 trading capital should be regarded as qualified,
even if he had had no previous association with the trade. In spite of
objections by some members, the proposal was considered by the Council
and the rule amended accordingly. Nevertheless, the Council has always
retained its power of discretion; and many dealer applicants have been
refused without being asked whether they possessed the necessary qualifi-
cations. We do not know whether the Council in fact received any num-
ber of applications from dealers without experience of the trade, but there
appear to have been only one or two cases of dealers without such experience
being elected.

86. In 1933 the representative of the same sole-agency concern again
raised the question of the rejection of applications for dealer membership
and proposed to a General Meeting that a recommendation be put before
the Council that any applicant qualified under the rule should be auto-
matically elected. The proposal was carried by the Meeting but the Council
unanimously decided that its discretion should be retained.

87. During the abnormal conditions of the war vyears, the Council
refrained from electing any new dealer members on account of shortage
of supplies and in order to keep opportunities open for those emplovees of
member concerns in the Services who might wish to start up dental busi-
nesses of their own on their return. In November, 1944, the question of
relaxing this policy was raised at the General Meeting and members’
opinions were asked. During the Meeting the Council referred to a letter
which had been received from the D.T.F. announcing the formation of
that body. The representative mentioned in the preceding paragraph,
while endorsing the present policy, thought it important that the door
should be left open for applicants who were now being rejected to come
back when the supply situation improved. He was emphatically supported
by the representative of I.C.I. The question was re-examined a year later
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at the General Meeting of June, 1945, when the representative of the
sole-agency concern suggested that the election of dealers should be by a
committee of manufacturers. This suggestion was not adopted, but the
President concluded from the discussion that both manufacturers and dealers
clearly wished the Council to consider suitable people for manufacturer
or dealer membership of the ADM.T.: and it is to be assumed that the
* standstill ” policy was abandoned from that time onwards.

88. Our inquiry into the individual cases of recorded applications for
dealer membership since 1935 leaves out of account those which fell under
the wartime ban, failed because the applicant had not the minimum capital,
or were not proceeded with. Apart from these cases, 18 applications have
been traced of which 7 were eventually successful. Of the successful 7,
only one was from a business whose proprietor was new to the trade, and
this business was elected (in 1936) only after pressure had been exercised
by the representative of the sole-agency concern referred to in the preceding
paragraphs. Three applicants were refused either because they were, or
had been, connected with price-cutting concerns or because their general
standard of conduct was not considered satisfactory. The remaining §
rejections give some idea of the way in which the AD.M.T. uses the power
to exclude dealers from membership for purposes other than the enforcement
of its resale price maintenance policy. Six applicants were refused because
they were * dealers mainly in non-dental goods , e.g., chemists and suppliers
of surgical equipment. Amongst these was one of the large suppliers of
pharmaceutical goods and surgical equipment, a concern of standing and
repute which at one time had dealt in certain kinds of dental goods, and it
was explained to this concern, when it applied for membership in 1948,
that the policy of the A D.M.T. was to maintain a clear line of demarcation
between the trade in dental goods and the trade in surgical goods. The
minute of the relevant Council Meeting in January, 1948. reads :—

_ * Before replying to this enquiry re membership dated Ist January 1948,
it was decided that the Secretary should telephone the writer and explain

the policy of the Association with regard to the avoidance of overlapping
in the dental and surgical industries ™.

A note of the Secretary’s telephone conversation reads :(—

“They will not encroach on the dental side, but if they should have to
buy dental instruments as part of service to a surgeon they will buy at retail
prices less any retail discounts which may be available ™.

This policy of excluding surgical goods suppliers and chemists from participa-
tion in the dental goods trade is further exemplified by a change made in the
rules in 1934, when the 10 per cent discount on dental goods which had
formerly been allowed to chemists was abolished. The reason given to us
by the A.D.M.T. for this change is that * there seemed no logical reason
why any special discount should be given to chemists ™.

89. Two other applicants were refused on the grounds that they ran a
dental mechanic’s or laboratory business. The A.D.M.T. states that its
policy has been to reject applications from such concerns because they
were regarded as being on the customer side of the fence; the dentists
might be subjected to unfair competition if the laboratory owners were
able to obtain supplies for their own use at wholesale rates and the
laboratories might be seeking membership merely for this purpose. The
next chapter, and para. 113 in particular, show that the AD.M.T. was also
anxious that the laboratories should not be in a position to supply to
the dentist goods which he would normally buy through the dealers.
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90. Finally, we must note that the A.D.M.T. has put forward as a theoretical
advantage of its exclusive dealing arrangements the ability which these
arrangements give to the Association to control the number of dealers partici-
pating in the trade, should it ever be necessary to do so in order to ensure
an economical distribution system. The A.D.M.T. adds that in practice no
applications have ever been refused with this consideration in mind.

91. The A.D.M.T. has stated that among the questions taken into account
in considering applications for manufacturer membership are :—

(a) Is the manufacturer’s line so small that it would be in his best
interests to appoint a sole agent?

(b) Are the products he proposes to market so overproduced already
that he cannot hope to find a market large enough to show him a profit?

(c) Are his products of such a standard that it would be in the best
interest of the trade to distribute them?

(d) Is he of good repute and likely to meet his engagements?

We have traced 69 applications for manufacturer membership since 19335,
of which 38 were successful, 26 refused, and 5 not proceeded with. Of
those refused, 3 were from concerns not supplying dental goods. Several
applications between 1944 and 1948 were from makers of acrylic teeth.
The A.DM.T.’s handling of these applications shows how it reacted to
the increase in the number of dental goods manufacturers resulting from
the introduction of an important new product, and we shall therefore deal
with this subject separately in later paragraphs of this chapter. Apart
from the acrylic teeth manufacturers’ applications, we have found one case,
in 1948, falling under (&) above; and one case, in the same year, where
a manufacturer of dental diamond instruments was rejected in accordance
with (b) above. In regard to this latter case., the AD.M.T.’s representatives
have stated that * it was felt that the dental trade already had all the diamond
instruments which they required ™. There is no record of any regular or
scientific tests of the quality of applicants’ products, but we have found
one case falling under (c) above. This was an application from a manu-
facturer of lathe brushes in 1942, which was rejected as the result of a
telephone conversation between a Council member and two large dental
houses who * gave him to understand that the brushes were of doubtful
quality . [Following this rejection, the brushes were for a time distributed
to the profession through a member who took the sole agency for them ;
later, however, he gave up the agency.

92. The A.D.M.T.’s desire to segregate the dental goods indusiry appears
also in its handling of applications for manufacturer membership. We have
already explained in para. 53 (i) that in principle Ordinary manufacturer
membership was reserved until 1947 for those concerns who confined their
activities to the production of dental goods, although some notable exceptions
were made in practice. We note in the A.D.M.T.s records a case of an
applicant wishing to market a steriliser to dental users who was refused
membership in 1940, because, as the A.D.M.T. has explained to us, “ the
Council took the view that this Company was mainly interested in surgical
goods and was trying to obtain a ready-made outlet for its new range of
sterilisers through the dental trade™* The applicant later appointed a
member as sole agent. On another occasion, in 1937, the Council accepted
the application of a general electrical engineering concern but arranged for

* On the other hand, a surgical equipment manufacturer who first appointed an A.D.M.T.
sole agent to market his steriliser was later admitted to Affiliated membership.



PART 11° THE A.D.M.T. AND THE A.D. GROUP 33

its product to be artificially distinguished from those distributed by the
same concern through other channels. The product was a lathe and the
manufacturer was persuaded to put a special name-plate on the lathes which
were to be marketed through the ADM.T. and to colour them green in
contrast with the black lathes sold by the same concern to all and sundry.
They were then sold at a slightly higher price than the black lathes. We
also note the case of an application for membership from a manufacturer
being rejected, in 1947, on the grounds that he possessed a dental laboratory.

93. In Chapter 6 we describe the trade in acrylic dental products and
explain that the production of acrylic teeth is a new development of the
last few years. As is explained there (para. 134), in 1946 a large manu-
facturer of these teeth was supplying a concern which marketed the teeth
through an A.D.M.T. sole agent. These arrangements were discontinued
towards the end of 1946 and the concern for whom the teeth had been
made decided to manufacture on its own account and applied for membership
of the AADM.T. At about that time the A.D.M.T. Council had been
receiving a considerable number of applications for membership from concerns
proposing to engage in the manufacture of acrylic teeth, and it decided
in March, 1947, to defer consideration of these applications until the next
Annual General Meeting (see para. 95). This concern, however, was sent
an application form and a copy of the rules, perhaps because it was already
established in the acrylic teeth trade and had been the largest supplier.
One of the directors of the sole-agency business through whom the applicants
had originally marketed the teeth was a member of the Council. He pointed
out to his fellow members that the applicants had never themselves been
manufacturers and had now ended their arrangement with the actual
manufacturer ; they should, therefore, be treated as a new entrant to the
trade. While the Council was considering the matter, the applicants (in April,
1947) appointed as sole agent for their product another A.D.M.T. member,
one of whose directors was also a member of the Council ; by 1948 they
had become large manufacturers of acrylic teeth.

94, Meanwhile an agreement had been signed, in December, 1946, between
the original manufacturer referred to at the beginning of the preceding
paragraph and another concern, setting up a new company to manufacture
acrylic teeth. By the terms of this agrcement the original manufacturer
was to procure that the original sole agents should (g) act as sole agents for
the new company, and (b) use their best efforts to obtain membership in the
A.DM.T. for the new company.*®

95. The whole subject of applications from acrylic teeth manufacturers
was referred by the Council to the Annual General Meeting of 6th June,
1947, when the Council was recommended to adopt a policy of refusing
applications from smaller manufacturers. The relevant extract from the
notes of the proceedings is given in Appendix 18. The A.D.M.T.’s representa-
tives have said in explanation of the general policy recommended at the
meeting that the * backyard ” manufacturer would be producing poor quality
teeth and that unregulated advertisement by an inexperienced manufacturer
would stimulate an artificial demand for his goods which he would not
be able to meet. A third, and seemingly inconsistent, explanation is that
this was a case falling under (b) mentioned in para. 91, since there was at
the time, or soon would have been, over-production of acrylic teeth. The
Ministry of Health state that they are not aware of any over-production of
teeth during 1947, 1948 or 1949, and their statement is borne out by the

* In fact, the new company did not become a member and there is no record of any attempt
having been made to obtain membership for it.
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production figures quoted in Appendix 19. It is true that the full extent
of demand under the National Health Service might not have been foreseen
in June, 1947; but that the scheme was to come inlo operation must
have been present in members’ minds and was in fact mentioned during
discussion of another item on the agenda of the same meeting.

96. It is difficult to discern the standards employed by the Council in
making the distinction required by the policy agreed on at the meeting.
The Council has not, in fact, admitted any concern as a manufacturer of
acrylic teeth. A concern run by a dentist was merely told that the Council
could not consider membership. Another applicant, probably working in
a small way, was at first given the same reply, but he complained to the
Board of Trade and wrote to the A.D.M.T. again, whereupon he was told
that he might consider appointing a sole agent. Apart from this, the sole
agency suggestion seems to have been made to three manufacturers only,
two of whom duly complied with it. These two manufacturers’ applications
were rejected in 1948 and the value of each of these manufacturers’ output
of acrylic teeth in that year was greater than the total dental goods output
of some of the A.D.M.T. manufacturer members.

97. In considering the effect of the A.D.M.T.'s membership policy, it is
important to remember that the recorded rejections can give little idea of
the number of concerns whom the existence of the A.D.M.T. may have
deterred from entering the dental goods trade, or from attempting to enter
it otherwise than through the intermediary of a member sole agent. Most
unsuccessful applicants were met with the simple formula: * The Council
regret that they cannot consider an application ”. The refusal to give
reasons for rejection and the arbitrary treatment accorded to applicants
would make it difficult for anyone considering entering the field to estimate
his chances of success ; no applicant would know the rate of his subscription
until he had been accepted ; and there would have been an added deterrent
for the dealer applicant, who, if his application was considered at all, would
have to disclose details of his existing contracts with suppliers and possibly
of his financial position, before his case could be decided.

The effect of A.D.M.T. practices on the trade of non-members

98. The representatives of the D.T.F. have complained to us that certain
of their manufacturer members and suppliers have been induced to desert
them and to go over to the A.D.M.T. Although, as we have seen, there
were many types of manufacturer whom the A.D.M.T. did not wish to
encourage into the industry, our impression is that it was anxious to bring
within its membership those manufacturers for whose products a demand
had already been created among the profession. In many such cases it
would probably be unnecessary to take active steps to encourage applications,
as an outside manufacturer would soon find that the field of distribution
open to him was extremely limited and provided no opportunity for continued
expansion. When such a manufacturer joined the A.D.M.T., he was obliged.
of course, to boycott the very firms who had contributed to the establishment
of a market for his goods, and this, as might be expected, has bred considerable
resentment. The most striking example of the A.D.M.T.’s success in wresting
an outside manufacturer from rival distributors is to be found in its negotia-
tions with 1.C.1., which are described in the following chapter.

99. One of the A.D.M.T. Regulations (69 (a)) forbids members to take
part in United Kingdom exhibitions of dental goods without consent of
the Council. The object of this Regulation, we are told, was to prevent
unjustifiable expenditure by the trade in favour of local professional bodies.
Such bodies would organise meetings at which the trade would be invited
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to exhibit and share expenses. The A.D.M.T. found, however, that on
many such occasions the professional men paid little attention to the exhibits.
It was considered advisable, therefore, to exercise some control over the
arrangements for exhibitions, in order that members who were unwilling to
incur such unprofitable expenditure should not lose favour with the profession
in comparison with their more complaisant competitors. Accordingly, the
A.D.M.T. has either arranged its own annual exhibitions or organised the
attendance of members at one or two professional meetings each year. Where
space has been taken at professional meetings it has been the practice to book
the whole floor space for members, with the result that non-member manu-
facturers could not show. In practice, therefore, it has become impossible
for non-member manufacturers to show their goods at exhibitions of sufficient
importance to attract the profession. Moreover, where the A.D.M.T. has
organised its own exhibitions, non-member dealers appear to have been refused
admittance even as spectators.

100. Another of the A.D.M.T.’s Regulations which has a discouraging eitect
on the trading of non-members, this time in the export market, is Regulation
64, which prescribes that shippers may be supplied at wholesale terms but oniv
upon disclosing the names of the principals to whom the goods are to be
exported. The object of this Regulation was, we understand, to ensure that
the purchase was genuinely intended for export and was not a mere ruse to
evade the exclusive dealing provisions. A secondary effect of it, however, is
that an outside dealer or agent cannot export A.D.M.T. goods without dis-
closing to a supplier information which he would naturally be reluctant 1o
give him ; a complaint on this score has been made to us by an independent
dealer.

101. In general the position of the outside dealers was made far more
difficult during and immediately after the war. Before the war, we understand,
they dealt largely in imported goods, whereas in recent years they have had
to rely on supplies from independent home manufacturers often working
in a small way, and to some extent on * under the counter ” supplies from
A.D.M.T. sources. With the relaxation of import restrictions, the position of
these traders might be expected to become a little easier, but it is important
to remember that the power of the A.D.M.T. can also be exerted in regard
to supplies from overseas. Overseas concerns no longer qualify for member-
ship and it follows that no AD.M.T. dealer may buy essential dental goods
direct from a foreign manufacturer. He can only acquire them from a member
concern (generally a sole agent), who in turn may not supply outside dealers.
An overseas concern wishing to export to this country is therefore in just
the same position as a home manufacturer, in that he must choose between
the A.D.M.T. dealers with their control of nine-tenths of the market, or the
outside concerns with their limited field of operation.

102. We may conclude this section by a reference to two AD.M.T. prac-
tices which must have had some minor effect in reducing the competitive
potential of non-member concerns. The first is the practice, formulated in
Regulation 70 (b) (i), of obliging a sole agent to conduct all business under
his agency in such a way that the orders are sent to him and the goods
physically handled at his own business premises. One of the objects of this
arrangement is stated to be the anxiety of the A.D.M.T. to protect the good-
will of the sole agent,* but its effect must have been to thrust the non-member
principal yet further into the background. The second practice is that of
discouraging manufacturer members owning dental journals from allowing
non-members advertisement space in these journals.f

"% In the one case we have seen where this Regulation was invoked, the complaint was
made against the sole agent, not on his behalf.

+ This is now of less importance than it was some years ago. See Appendix 20 for the
A DMT.s reply to our inquiry on this subject
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Division of interest within the A.D.M.T.

103. As the AD.M.T. has pointed out to us, manufacturers (in which
class it includes sole agents) have an interest in seeing that there are enough
dealers to ensure the efficient distribution of their goods. This is exemplified
by the attitude of one of the few large manufacturing or sole agency members
concerned only with the supply of dental goods and possessing no retail
branches of its own. This is the sole-agency concern referred to in paras.
85 to 88 and, as will be seen from those paragraphs, its representatives at
General Meetings have consistently urged amendment or liberal application
of the rules governing the admission of dealer members. It was through the
small dealers, the representative said on one occasion, that the agency firms
found their outlet. It will also be noted, from para. 87, that in recent
years one of the more prominent supporters of a liberal policy for the
admission of dealers has been I.C.I. There is, however, little trace of any
general division of interest between the manufacturing and dealing sections
of the AD.M.T. in regard to the admission of new dealers and in this
connection it should be borne in mind that the two biggest dental goods
concerns in the A.D.M.T. have the largest interests in both manufacturing
and dealing.

CHAPTER 6:

THE ASSOCIATION, IMPERIAL CHEMICAL INDUSTRIES LTD., AND
ACRYLIC DENTAL PRODUCTS*

104. We include a separate chapter on acrylic dental products for three
main reasons: they are by far the most important new dental products
developed in recent years; the basic raw material is in the hands of a
single concern (I.C.I.) which also produces some of the finished products
and has for some years been a member of the A.LD.M.T.; and the attitude
of the A.D.M.T. towards the use of acrylic materials for making dental
products and towards the distribution of acrylic dental products provides
clear and recent examples of the working of its rules and policies.

105. The acrylic material used in the manufacture of dental goods is
methyl methacrylate. The basic form of this is a liquid (monomer) which
is converted into three types of solid material by polymerization. The
resulting products are Perspex, Diakon (a commercial moulding powder),
and dental granules. Only between 3 per cent. and 5 per cent. of the total
output of methyl methacrylate is used in the production of dental goods. It
is possible also to obtain monomer by converting scrap Perspex.t Methyl
methacrylate is used both for the manufacture of the denture base in which
artificial teeth are set and also for the commercial manufacture of acrylic
teeth and of a material (dentine) with which the dentist makes teeth to the
individual requirements of his patients.

106. The position is complicated since, while I.C.I. are the sole manu-
facturers of methyl methacrylate, other manufacturers besides I.C.I. make
dental products from this raw material and LC.I. both supply them with
raw material and themselves make and distribute to dealers some of the
finished products ; they do not, however, make acrylic teeth.; I.C.I. accord-
ingly have a monopoly only in the case of the basic raw material—methyl
methacrylate ; they have assured us that there is no necessary technical

* The fﬂiluwmg names of products used in this report are Registered Trade Marks:—
* Perspex ™', ** Diakon ™, ** Kallodent ', ** Kallodentine ™, ** Kallodoc ™.

1 See para. 195.
§ A chart showing the uses of the various products is attached at Appendix 21,
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monopoly in the production of methyl methacrylate and that it is accordingly
open to other concerns to produce it. Until August, 1948, 1.C.I. held a
patent for their method of producing methyl methacrylate but this has now
expired. It will be seen from paragraphs 124 and 128 that I.C.I. made
agreements which inter alia required manufacturers purchasing methyl meth-
acrylate from them to agree not to buy it from anyone else, but that these
agreements were terminated in October, 1948,

107. In order to explain the part played by LCI. and the A.D.M.T. in
the development and distribution of these mnaterials it is necessary to set
out the history under three heads, namely : —

I. The distribution of denture-base materials, i.e., materials for making
the denture base (or “ plate ™).

II. The distribution of raw materials for the production of denture-base
materials.

ITI. Acrylic teeth.

This involves some repetition which is unavoidable if the story in each case
is to be coherent.

I. Deniure-base maiterials

108. It was in the distribution of the finished product of denture-base
material (I.C.L’s brand of which 1s called Kallodent) that I.C.I. were first
drawn into the A.D.M.T. Before the war the predominant material from
which denture bases were made was rubber, but the manufacture of synthetic
resins (including acrylic material) as an alternative to rubber for this purpose
has been the subject of research since the 1920°s, and the development of
acrylic products was much hastened when supplies of natural rubber were
drastically reduced during the war. LC.I. had started the production of a
form of this material in 1935. They had then applied for membership of
the A.D.M.T. but the application was not proceeded with because it was
not found possible to agree on terms of sale, and I.C.1. distributed their early
product instead through the dental laboratories.

109. A different method of preparing an acrylic denture was patented in
this country in 1936 by a German firm, Kulzer & Co. I1.C.I. recognised that
this method had advantages over that involved in the use of the product
they were then distributing. But while they were in a position to produce
the material needed for this process, its use by the dentist would have
been an infringement of the Kulzer patent, unless 1.C.I. were able to convey
with the goods a licence for the dentists to use the Kulzer process. Accordingly
they began negotiations to take over the rights of the patent in this country.
Before the negotiations were complete, the outbreak of war caused the
patent to be taken over by the Custodian of Enemy Property, and LC.I.
applied to the Comptroller of Patents for an exclusive licence. They were
granted, however, only a non-exclusive licence. This enabled them to grant
sub-licences to users of their product, and they then began a policy of
opposing applications for licences similar to their own made to the Comp-
troller by other concerns (there were at least two other makers of dental
acrylics working on the method of converting scrap Perspex), but their opposi-
tion was unsuccessful and this policy was eventually abandoned.

110. In September, 1940, the A.D.M.T. had largely suspended the permit
system under which its Secretary could issue individual permits to members
to buy essential dental goods from non-members.* Among the goods for
which the permit system was discontinued at this time was acrylic resin

e —————— e e

* See para. 60.
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(acrylic dental material). The A.D.M.T. had one member manufacturing a
denture-base material from scrap Perspex at this time and one or two others
manufacturing plastic denture base material, probably from non-acrylic
substances.

111. In the meantime I.C.I. had been working on their own version of the
type of denture-base material the use of which by the purchaser necessitated
a licence under the Kulzer patent, and in October, 1940, they put it on the
market as Kallodent.* [LC.I. had developed their product with the assistance
of Minerva Dental Laboratories (a large dental laboratory in Cardiff), and
they arranged with members of the Dental Laboratory Owners’ Association to
distribute it. Under the arrangement made for this purpose L.C.I. were to
sign agreements with individual dental laboratories for the supply of Kallodent
packs which the laboratories could use either for their own purposes or for
resale to dentists. It was arranged that rebates would be given to the
laboratories on yearly purchases over a certain quantity. Resale prices were
fixed by L.C.L, this, they say, being common commercial practice, which
they would continue to follow whether or not bound to do so by the
A.DM.T. rules.

112. In August, 1940, the A D.M.T. suggested a meeting with I.C.I. to
discuss the marketing of Kallodent and a meeting took place in October at
which I.C.I. agreed that dealer members should be in a position to sell the
new product and offered to supply them at the price to be paid by the
laboratories, although without the quantity rebate concession. They said
that, if they eventually terminated the agreements with the laboratories, they
would probably be prepared to give A.D.M.T. members the benefit of the
rebate and to limit the laboratories to purchases for their own use only.
The A.D.M.T. representatives reported to their Council that “ I.C.I.’s reason
for giving preferential treatment to the members of the Dental Laboratory
Owners” Association is because of the wvaluable assistance which they say
the laboratories have given them in the past in improving the technique
for this and the previous Kallodentf ™.

113. Since I.C.I. were not then members of the A.D.M.T. their offer was
of no use to members unless a general permit was issued allowing dealer
members to buy Kallodent from a non-member. A permit was accordingly
issued, although not without objections from those manufacturer members
who were already marketing denture-base material and confining their sales
to dealer members as required by the rules, while it was now open to L.C.L
to sell to members and non-members alike. In justifying the issue of the
general permit to the members the President of the A.D.M.T. said that * if
the laboratories had remained the sole distributing agents for this material
they would obtain introductions to the profession and . .. make use of
the position for the introduction of other dental goods which were not con-
trolled by the Dental Trade Association . He added that the decisions reached
“ were not only for the benefit of the trade but they also enabled our dealer
members to give service to their customers. A most important factor, they
removed the possibility of the profits on the sale of many thousands of units
going to dental laboratories ”.

114. Negotiations continued with I.C.I. and in June, 1941, I.C.I. trans-
ferred their business to the ADM.T. ILCI. say that they “had some
experience in the °‘retailing” of denture bases during 1936-41 when they

* This required the use of methyl methacrylate in both powder and liquid form (see end
products (1) and (2) and first two uses of monomer in Appendix 21).

t This is the earlier product mentionad in para. 108,
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sold Kallodent preforms* direct to dentists and dental mechanics.f By 1941
it had become increasingly clear that I.C.1.’s sales organisation was not suited
to this task and that it was necessary to employ the normal distribution
channels of the Dental Trade ™. They have also given us as their reason
the fact that the A.D.M.T. had shown that they could obtain bigger sales
for Kallodent than could the laboratories, only a small number of which
earned even the minimum quantity rebate provided for in the agreements.
Under the arrangement made in June, 1941, I.C.1. agreed to confine their
wholesale sales to A.D.M.T. members except for the Minerva Dental Labora-
tories which, as will be remembered, had helped I.C.L. to develop the pro-
duct and were to be allowed to buy on the same terms as the A.D.M.T.
members for three years. In order that the laboratories should be able to
get Kallodent for their own use from A.D.M.T. members at the price they
had previously been paying, a larger pack was introduced at relatively
lower prices than those of the normal pack. All but one laboratory had
now been deprived of the opportunity to act as distributors of Kallodent,
and in January, 1942, the AD.M.T. informed 1.C.1. that they would prefer
them not to supply the laboratories direct (for their own use) even at full
retail prices. I.C.I. replied that they had already made arrangements with
two laboratories for direct sale at retail prices but that they would * try
and divert these accounts to the Dental Dealers as we do not wish to supply
Dental Mechanics direct. These firms emphatically said that they did not
wish to purchase through Dental Dealers, and [our] letter of the 17th June,
1941, reserved the right to supply non-members of the Association at retail
prices with this very point in view ”. [LC.I. have assured us that they have
always retained the right to sell their branded dental goods at retail prices
to any person or firm who approached them for supplies and who did not
wish to purchase them from A.D.M.T. members. (At the time of this
correspondence the A.D.M.T. Rules did not allow manufacturer-members
to sell their goods direct to the retail customer even at full retail prices, but
in 1947 the Rules were amended to allow direct sales by Ordinary members.)

115. 1.C.I. were not yet members of the A.D.M.T. Negotiations continued
on this point and meantime LC.I. consulted the Association (as representing
their distributors) about proposed changes in marketing arrangements for
Kallodent. We note that in September, 1941, I.C.I. asked permission for
dealers to be allowed to offer more than 20 per cent. discount on Kallodent
sales to hospitals§ and that the AD.M.T. refused to give this permission,
although I.C.I. offered to repay the dealers the amount which the extra
discount would cost them. On 11th February, 1942, L.C.L joined the A D.M.T.
as Ordinary members. They have told us that they distributed through the
A.D.M.T. (and consequently under A.D.M.T. rules) because this was the only
way in which they could market their products satisfactorily, the A.D.M.T.
being in its own field almost all-embracing. I1.C.I.’s membership of the
A.DM.T. was from the first special in two respects: they were Ordinary
members although they were not solely engaged in the dental industry as
was strictly required at that time by the rules for Ordinary members, and
(as will be seen from the next two sections of this chapter) they limited

* This is the earlier product mentioned in para. 108.
t Dental laboratories.

1 Minerva have told us that they protested to 1.C.1. about the three-year limitation and were
told that L.C.I. had no doubt that it would be possible to extend the arrangement at the end
of the period.

§ This was the maximum discount under A.D.M.T. rules for sales to teaching hospitals at
this time.
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their membership to particular finished products, namely, Kallodent (at the
time of joining) and Kallodentine* (in the following year).

I16. The only remaining sales being made on trade terms by I.C.L. to a
non-A.D.M.T. distributor were those made under the arrangement with the
Minerva Dental Laboratories described in para. 114. This concern, in addition
to being a dental laboratory, is both a manufacturer and a fairly large
dealer and is not a member of the A.DM.T. In spite of strong pressure
by L.C.I. and repeated appeals from the Chairman of Minerva, the A.D.M.T.
refused to countenance the extension of the three year arrangement, All
they would agree to was that I.C.I. might continue to sell direct to the
Minerva Laboratories on retail terms against written undertakings by Minerva
not to resell above or below these fixed retail prices.

117. The independent dealers who were members of the D.T.F. (see para.
32) were naturally anxious to obtain supplies of denture-base material for
distribution to their customers, since without it they were deprived of a
very important item of dental supplies. They have deposited with us corre-
spondence with LCI. during the years 1942 to 1948 urging that they be
given supplies of Kallodent and, from time to time, threatening to raise the
matter in Parliament or with the responsible Government Department. 1.C.I
consistently refused to supply them on the ground that they were not per-
mitted to supply non-members of the A.D.M.T. They repeated this refusal
as lately as February, 1948, in a letier which has been deposited with us.t

118. On 24th April, 1948, the alleged exclusive control of acrylic denture-
base materials was the subject of comment in the House of Commons, and
on 20th May, 1948, 1.C.I. wrote to the A.D.M.T. saying that they wished
to sell fully prepared denture-base material in bulk for packaging and resale
under the customers’ own brand names to members and non-members alike.
I.C.1. then supplied the independent dealers not with Kallodent as such
(which they continued to distribute only through A.D.M.T. dealers), but
with the same substance unbranded and in bulk. I.C.I.’s dealings with the
A.DM.T. and other manufacturers of denture-base material in relation
to this unbranded material form part of section II of this chapter (see
paras. 125 to 129). On 8&th June, 1948, bulk denture-base material was
offered to the Chairman of the D.T.F., and since that time it has been
supplied to several concerns outside the A.D.M.T. Sales have been made
in this way to dental laboratories as well as to a member of the D.T.F.,
who repacks the material and sells it to other dealers and to dentists. (It
will be seen from para. 127 that I.C.I. consulted the other manufacturers
of denture-base material before fixing the prices at which the material should
be sold to independent dealers, and from paras. 128 and 129 that we have
been assured by L.C.I. that they make no condition, when selling the bulk
material either to independent dealers or to manufacturers, as to the price
at which the resulting packed material must be sold.)

119. The A.D.M.T. had set up an Acrylic Manufacturers’ Committee in
1942. It should be recorded that, besides discussing trading conditions,
this Committee arranged demonstrations at the request of the Ministry of
Health in the use of acrylic materials and also worked out schemes for the
transport and labelling of the materials (which are inflammable in certain

* This was [.C.L°s brand of dentine (see section II.I—acr:,']i:: tecth and note () in Appendix
21).

t It will be seen, however, from para. 126 that I.C.I. began negotiations with the A.D.M.T.
in 1946 on the subject of the supply of denture-base materials in bulk to non-members, and

from para. 118 that it was in this form that I.C.I. finally supplied denture-base material
to a member of the D.T.F.
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conditions), and evolved a schedule of container sizes, in consultation with
the British Standards Institution, The Committee also concerned itself with
the question of retail cash and quantity discounts and in May, 1943, decided
that neither discount should be allowed on the sale of acrylic denture-base
material.* All member manufacturers, including those who had been making
denture-base material from scrap Perspex and allowing a 2} per cent. cash
discount to purchasers, came into line, but no amendment to the rules was
made and the A.D.M.T. states that so far as it was concerned manufacturers
were free to prescribe cash and quantity discounts for these products.

120. The A.D.M.T. did not concern itself with the price level of denture-
base material but, as will be seen in section 11, L.C.L. exercised a close control
over the end prices until the autumn of 1948, through the arrangements
which they made with the concerns to which they supplied the raw materials.
The course of prices and the costs and profits for denture-base material are
examined in Chapter 8.

IL, The raw materials for the production of denture-base material

121. These are either (a) partly processed material (dental granules), or
(b) material which has been further processed and (usually) pigmented and
is really Kallodent material sold in bulk and unbranded, needing only packag-
ing before it is ready for sale. In pre-war years and until partway through
the war, I.C.1.’s policy was to keep for themselves all materials for the pro-
duction of the acrylic denture-base material which, as we have seen, they
had been themselves developing. More recently, notwithsianding that, as
they point out, it is obviously not in their interest actively to encourage the
diversion of this trade to newcomers, L.C.I. have sought to distribute these
materials rather more widely.

122. As early as 1937, the A.D. Co. approached L.C.1. with the request that
I.C.1. should supply them with methyl methacrylate materials for use in
the production of denture-base material. I.C.I. refused and maintained this
attitude until halfway through 1942. Up to this time rubber was more widely
used than acrylic material for the production of denture bases and the
A.DM.T. manufacturers were large producers of the rubber denture-base
material.

123. In July, 1942, when it became obvious that rubber would shortly be
no longer available for dental purposes, the Ministry of Supply asked I.C.L
to make acrylic raw materials available to two of the leading manufacturers
of dental rubber. IL.C.I. agreed, on the understanding that the materials
should be used only for the production of denture-base materials, that no
higher prices should be charged for the finished product than those current
for I.C.Ls product, and that the arrangements would be for the period of
the war only. In 1943 supplies were made available to a third concern,t
also at the request of the Ministry of Supply. The manufacturers supplied
by LC.I. were all members of the A.D.M.T. They developed their own
brands of denture-base material and by 1948 1.C.I. were supplying a smaller
share of the market for finished denture-base material than were the A.D.
Co. One or two other manufacturers produced denture-base material from
scrap Perspex. LC.I state that no request to supply materials was made to
them by any manufacturer except the three put forward by the Ministry of
Supply.

* Cash and quantity discounts are normally allowed to purchasers of dental goods.

t 1.C.1L also gave this concern a licence under a patent which has now expired, (See note
against I.C.L's production of dental granules and note (f), in Appendix 21.)
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124. 1.C.1. have deposited with us copies of agreements made with the
manufacturers to whom they supplied materials. The agreements were made
between 1944 and 1946 to run in each case until 30th June, 1950. The provi-
sions of the three agreements are generally similar. They provide that the
purchaser will take all requirements of the materials, whether for export or
for the home market, from I.C.I., and will use them only to make dental
goods, that where the product made from the materials is similar to I.C.L"s
product, the make-up, packing, discounts, etc., will be as nearly as possible
the same as [.C.L.’s, and that the price for the finished products will be agreed,
I.C.1.'s price being binding in the event of disagreement. The price is to
be “ such as will provide satisfactory profits to efficient manufacturers, whole-
salers, and retailers, based on customary dental trade practice ™. It will be
noticed that these agreements differed from the original stipulations made by
I.C.I. to the Ministry of Supply (para. 123) in that they were not limited to
the perod of the war, that they permitted the production of other dental
products besides denture-base material, and that the prices of the finished
products were to be the same as, and not merely no higher than, L.C.I’s
prices. The result of this last condition was that there were agreed common
prices for this single dental product.

125. It will be remembered that I.C.I. had become full members of the
A.D.M.T. in February, 1942, i.e. a month or two before they were approached
by the Ministry of Supply to agree to supply materials to other manufacturers.
I.C.1. have always been at pains to make it clear to the A.D.M.T. that their
membership was confined to the sale of packed dental goods sold under
the trade names of Kallodent and Kallodentine, but the A.D.M.T.’s list of
*“ essential dental goods ™ includes the general description * acrylic resins ™
and I.C.L, as is shown in the next two paragraphs, found it necessary to discuss
beforehand with the A.D.M.T. any arrangements they made as to the sale
to non-members of either acrylic raw materials (dental granules) or fully
prepared denture-base material in bulk. LC.I. point out that since members
of the A.D.M.T. were responsible for the sales of their retail packed goods
and sold them in competition with other brands also sold by the same
members, it was clearly desirable to obtain their approval for the sale of
unbranded material to non-members ; otherwise I.C.I. would be trying to
sell through agents who had become antagonistic to them. (I.C.I. say in
their evidence to us that the difference between obligations to individual
dealers and to the A.D.M.T. as an organisation seems to have been confusing
not only to the A.D.M.T. officials but also at times to some of I.C.L’s own
staff.) I.C.I. have stated that in fact they were receiving no inquiries or
orders from non-members for dental granules or bulk denture-base materials,
and that no sales were made before those described in para. 118.

126. At the end of 1946 I.C.I. warned the A.D.M.T. representatives that
they were being pressed * at a very high level ™ to supply their raw materials
in bulk to all manufacturers requiring them, and in February, 1947, they
informed the A.D.M.T. that they had decided not to sell pigmented denture-
base material in a form suitable for the manufacture of dentures (except as
packed Kallodent through the A.D.M.T.), but that they must be free to supply
unpigmented material (dental granules) should occasion demand it. 1In
accordance with the agreements described in para. 124, it was necessary
for any purchaser of dental granules to be asked to conform to similar
agreements, but no such sales or arrangements were in fact made or requested.

127. As has been said in para. 118, L.C.I. asked the AD.M.T. in May, 1948,
for approval of their proposals for the sale of fully prepared (i.e., pigmented)
denture-base material in bulk to non-AD.M.T. firms. (This was a reversal
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of the decision made in February, 1947, not to sell it except as Kallodent.)
The matter was discussed at the Annual General Meeting of the A.D.M.T. in
June and was referred to the Council who decided to take no action.
According to LC.I, no formal agreement was given to the step they proposed
and none was required. At this meeting, however, manufacturer members
who were parties to the agreements described in para. 124 raised the question
of the price at which the materials should be sold. I.C.I. state that these
agreements applied legally only to the sale of dental granules but that they
felt that, in the spirit of the agreements, they would not be justified in
selling pigmented denture-base material to other concerns on terms which
were in effect more favourable than those on which they sold dental granules
to the agreement manufacturers; accordingly the price charged for the
pigmented material was fixed after discussion with these manufacturers.

128. In May, 1948, in addition to approaching the A.D.M.T. as described
in the preceding paragraphs, I.C.I. began negotiations for terminating the
agreemenis with manufacturers described in para. 124. Their object was
both to put an end to the price ring and to make themselves free to sell
pigmented denture-base material in bulk without having to consult any other
concerns. They have informed us that the general views expressed in the
House of Commons (see para. 118) formed part of the background against
which the suggestion for terminating the agreements was considered. The
agreements were all brought to an end on Ist October, 1948, which, as has
been seen, was earlier than the date laid down in the agreements. IC.L
have assured us that no discussions on the level of prices have taken place
with other manufacturers since the termination of the agreements.

129. It has been alleged to us that when LC.I. began supplying denture-
base material in bulk to the D.T.F. member referred to in para. 118, this
concern was informed orally that it would be expected to keep to L.C.L's
retail prices for the branded goods. I.C.I. were asked about this and have
assured us formally that “it would have been contrary to the policy of
I.C.I. if any suggestion had been made to the . . . Company or any other
bulk buyer that they were in any way bound to follow our prices and to the
best of our information no such suggestion was ever made ”. The prices of
three of the main brands (including I.C.1.’s and A.D. Co.’s) have remained
the same since the termination of the agreements, but the price of another
has been raised and the D.T.F. member, while charging the same as I.C.L
for a single pack, makes a reduction on the sale of two packs.

III. Acrylic teeth

130. So far we have been describing the distribution of acrylic material
in its use for the production of the material which forms the dental plate.
Acrylic material is also used to produce teeth, but this is a later development,
the manufacture of acrylic teeth on a commercial scale having been a rapid
development of the last few years. Exactly the same material is used for
producing artificial eyes.

131. Acrylic teeth were first made in commercial quantities in the United
Kingdom in 1944 and Appendix 19 shows that by 1949 more acrylic than
porcelain teeth were being made. It has already been explained that, apart
from the commercial production of teeth from acrylic materials, a material
called dentine is marketed for use by the dentist in the production of teeth
to the requirements of individual patients.

132. We have said earlier that I.C.I. are the sole United Kingdom suppliers
of materials in bulk for the commercial manufacture of acrylic teeth and
also that they do not themselves make teeth, although they do make a brand
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of dentine. Their policy has been to sell their brand of dentine (Kallodentine)
through the AD.M.T. and to release the material in bulk as widely as
possible ; they have not required bulk purchasers of this material* to sign
agreements of the kind described in para. 124. The A.D.M.T. on the other
hand has tried to persuade L.C.I. to limit all supplies of acrylic materials
for making teeth to members of the Association.

133. Our knowledge of the earliest developments in the manufacture of
acrylic teeth is derived from L.C.L’s records. L.C.I. were first approached
to supply acrylic materials for the manufacture of teeth in 1942 by a plastics
manufacturer ; technical assistance was provided by L.C.I. but the manu-
facturer decided not to proceed. In October, 1943, 1.C.I. supplied tooth-
making material in bulk (then called Kallodentine) to two moulders of
acrylic teeth who were marketing their products through the ADM.T. ; and
in March, 1944, 1.C.I. began to put up this material in small bottles for use
by dentists and dental laboratories who wished to manufacture teeth to suit
the requirements of individual patients. Kallodentine packed in this way
was marketed as a dentine brand through A.D.M.T. dealers only and was
sold at fixed retail prices.

134. In June, 1944, 1.C.I. received an inquiry for Kallodentine in bulk
from a multi-practice dentist or dental company and * thought it right to
inform its retail agents (i.e., the A.D.M.T.) of this inquiry ”. telling them
that I.C.I. could not refuse to supply if the Ministry of Health (which was
at that time controlling the release.of these materials) granted the necessary
release. The A.D.M.T. representative agreed that in such cases no one could
interfere and during 1944 1.C.I. supplied small amounts of material to this
multi-practice dentist as well as to a manufacturer member of the A.D.M.T.
They also supplied a much larger amount to an engineering concern{ which
had started production of acrylic teeth in 1944 and manufactured for another
concern which distributed the teeth through a sole agent who was a member
of the ADM.T. In 1945 sales of the raw material for making acrylic teeth
increased greatly and 1.C.I. supplied, besides the multi-practice dentist and
the non-member above referred to, two dental laboratories and two plastics
firms.

135. The A.DM.T. queried I.C.I.’s action in selling in bulk to one of
the large dental laboratories, stating that it might be made the subject of
an official complaint, and [.C.I. suggested that the matter should be discussed
by the A.D.M.T.’s Acrylic Manufacturers’ Committee. After discussion by
this Committee the Secretary of the A.D.M.T. wrote to the acrylic manu-
facturer members of the A.D.M.T. on 1st September, 1945, in the following
terms : —

“ Re : Bulk sales of acrylic moulding powder
In order to promote efficient dentistry, it is the view of the Council that
any new firms who take up the manufacture of Acrylic Teeth should have
a substantial interest in their manufacture, and therefore it 15 recommended

THAT where acrylic moulding powder is sold as bulk raw material, it
should not be regarded as an essential dental product, and should, therefore,
be free to be sold under each Manufacturer’s conditions of sale to any
firm of Plastic Moulders, but that where there are existing sales of this raw
material, it is recommended that the unit should be increased.

Re : Aerylic dentine sold under a trade name

The Council consider, in accordance with the Rules, that when Acrylic

Dentine is sold under a trade name sales should be made only through
members of the Association.”

® i.e., end product (3) in Appendix 21.
t This is the manufacturer referred to in para. 93.
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We have asked the A.D.M.T. for some explanation of this letter and gener-
ally to describe its policy in regard to raw materials for the production of
acrylic teeth. We are told that the A.D.M.T. was “ convinced from the first
that it was not desirable in the interests of the dental trade or the profession
that there should come into existence a multitude of persons making acrylic
teeth on a small scale ” and that it was hoped that, if the minimum quantity
which L.C.I. were prepared to sell was increased, this would deter the
* kitchen stove ™ manufacture of teeth. :

136. 1.C.I. inform us that the matter was again discussed by the Acrylic
Manufacturers’ Committee in October, 1945, and that they then informed the
Committee that they did not propose to alter the minimum quantity of tooth-
making material sold in bulk. They say, however, that following this meeting
they notified the A.D.M.T. that Kallodentine sold to bulk manufacturers of
acrylic teeth and acrylic eyes would in future be sold under the trade name
of Kallodoc,* while retail packed acrylic dentine sold under the name Kallo-
dentine would continue to be sold only through A.D.M.T. members. We have
asked I.C.I. whether supplies of Kallodoc were in fact made available to
non-members of the A.D.M.T. in 1946 and they have assured us that they
Were.

137. By 1946 the A D.M.T. was beginning to receive a number of appli-
cations for membership from would-be producers of acrylic teeth and was
refusing or postponing consideration of them all. In March, 1947, the
A.D.M.T. suggested to I.C.I. that Kallodoc (which, since the 1945 discussions
described in para. 135, 1.C.I. had been selling freely to any concern wishing
to manufacture acrylic teeth and prepared to take the minimum gquantity)
could properly be described as dental material and would, therefore, fall
within the general rules of the A.D.M.T. limiting distribution to members.
I.C.I. did not accept this view and the A.D.M.T. did not press the point.
LC.I. accordingly continued to sell Kallodoc to all comers.

Summary

138. The important points which emerge from this necessarily somewhat
involved recital of somewhat involved events are the following:—

(i) L.C.I. produce the basic acrylic raw material, the processed raw
materials, and also several of the finished products, but they have a
monopoly only in the production of the basic material—methyl meth-
acrylate. Until recently I.C.I. held a patent on their method of producing
methyl methacrylate and bound manufacturers purchasing from them not to
buy the material from anyone else, but the patent has expired and the
agreements have been terminated.

(ii) I.C.I. at first refused to supply to any other manufacturer of denture-
base material the acrylic raw materials of which they had a monopoly.
They supplied these materials to other manufacturers only on pressure from
the Ministry of Supply during 1942 and they then did so under agreements
which enforced common end prices for denture-base material. On the
other hand their policy has been to supply the material for the manufacture
of acrylic teeth (which they do not maket) widely and freely, no agreements
of the kind required for denture-base material being entered into.

(iii) On reference being made in the House of Commons to the monopoly
in acrylic resins, I.C.I. at once opened negotiations for the termination of
their agreements with other manufacturers of denture-base material, thus

* j.e. end product (3) in Appendix 21.
+ They do, however, make their own brand of dentine (Kallodentine).
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bringing the price agreement to an end and freeing themselves to supply
bulk denture-base material to the laboratories and to members of the D.T.F.

(iv) L.C.I, who had developed their denture-base material with the assist-
ance of the Minerva Dental Laboratories, felt obliged to join the A.D.M.T.
and to submit to its rulings in order to get satisfactory distribution of their
dental products. They have always insisted, however, that their member-
ship is limited to their two branded products, Kallodent and Kallodentine,
and have successfully resisted the A.D.M.T.’s efforts to bind them to it in
the distribution of raw materials for the production of acrylic teeth.

(v) The A.D.M.T. was so powerful as to be able, not only to ensure
that its members obtained a share in the distribution of Kallodent, but also
to exclude from a share in its distribution the laboratories whose technical
services had greatly assisted in the development of the product. Through-
out, the A.D.M.T. applied its rules inflexibly. In particular we note its
action in refusing an extension of I.C.L's special arrangements with the
Minerva Dental Laboratories (para. 116), in discouraging [.C:1. from selling
to dental laboratories even at retail prices (para. 114), and in refusing to

allow L.C.I. to give an increased discount to hospitals at the height of the
war—September, 1941.

(vi) LLC.I. have confined their sales of Kallodent and Kallodentine to
A.D.M.T. members ; they have consistently refused requests to supply these
branded articles to independent dealers, but since the middle of 1948 fully
prepared but unbranded denture-base material identical with Kallodent has
been supplied by them in bulk to independent dealers and to laboratories ;
tooth-making material has been sold in bulk to all who were prepared to
buy the minimum quantities ever since the material was marketed.

CHAPTER 7: THE AMALGAMATED DENTAL COMPANY
LIMITED’S GROUP

THE SITUATION IN TERMS OF THE ACT

139. The A.D. Co.'s United Kingdom subsidiary and associated companies
engaged in the manufacture or distribution of dental goods are listed in Appen-
dix 22. The three dealer subsidiaries, Midland Dental Manufacturing Co.
Ltd., Western Dental Manufacturing Co. Ltd., and Elliott & Co. (Edinburgh)
Ltd., and the Company’s own retail branch, Claudius Ash Sons & Co. Ltd.,
are all four subsidiaries of the Company within the meaning of subsection (2)
of Section 20 of the Act. The International Tooth Company Ltd., whole-
salers of dental goods, are subsidiaries of the Company in the same sense, and
so also are the two manufacturing subsidiaries, Amalgamated Dental
Engineering Industries Ltd. and Amalgamated Dental Prosthetic Products
Ltd., the whole of whose output of dental goods is distributed through the
parent Company. The Company and these seven subsidiaries—referred to in
this report as the A.D. Group—are, therefore, * inter-connected bodies cor-
porate " for the purposes of Section 3 of the Act.

140. The A.D. Group supplies the home market in three ways: —

(i) By retail sales through its own depots of its own goods (i.e. those
which it manufactures or for which it holds the sole agency).

(ii) By retail sales through its own depots of other goods.
(iii) By wholesale sales of its own goods through other dealers.
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In 1948 sales of the Group's own goods in the United Kingdom (made in
ways (i) and (iii) above), calculated at retail values, represented 35+ 7 per cent.*
of total retail supplies. With possible minor exceptions, the retail prices of
this 357 per cent. of total supplies would have been fixed by the Group. In
1948 sales of 30-3 per cent.t of total retail supplies were made (in ways (i)
and (ii) above) from the Group’s own depots ; but since 10 per cent. of total
retail supplies did not pass through dealers, the Group's share of dealers’
trade was just over 331 per cent. Total supplies made by the Group in 1948
(in ways (i), (ii) and (1ii)) above), calculated at retail values, represented 461
per cent.} of total retail supplies, i.e. this proportion of total retail supplies was
supplied to the home market by the Group at either the wholesale or the
retail stage. We have no reason to believe that these proportions have sub-
stantially changed since 1948 and we conclude that the A.D. Group supplies
more than one-third of all the goods within our reference and accordingly
that the conditions to which the Act applies prevail in relation to the Group.

THE WORKING OF THE GROUP

141. In view of the importance of the A.D. Group as a part of the industry
with which we are concerned, we should in any case have had to inquire
into its workings, but as the conditions to which the Act applies prevail in
relation to it, we have had to make the inquiry more searching than would
otherwise have been necessary. The organisation and activities of the Group
are very complex and we consider them under several heads. The D.M.
Co. is another vertical concern of great importance in the industry and refer-
ence will be made to the position and financial results of that Company later
in the report (Chapter 8).

142. The A.D. Group owns factories in Germany and Switzerland, trade
distribution centres in Australia, France, Germany and the U.S.A., and retail
establishments in France. The principal associate of the Group is the Dentists’
Supply Co. of New York and the A.D. Co. and the Dentists’ Supply Co.
have a director on each other’s boards. The A.D. Co. holds one-third of
the share capital of the Dentists’ Supply Co. and received £80,000 in 1948
from dollar dividends paid on this holding. The revenues received from
overseas interests and associates are not included in the financial results
discussed below, other than those mentioned in para. 148. The Dentists’
Supply Co. owns the shares of Dentsply Ltd.,, a United Kingdom concern
manufacturing porcelain teeth at Brighton. Two directors of the A.D. Co.
are Chairman and Vice-Chairman respectively of Dentsply Ltd.

143. The Group’s trading interests in the United Kingdom are divided
into : —

(i) Manufacturing, carried on at several factories in London and the
provinces, The Group manufactures all the main lines of dental goods,
except porcelain pin teeth of the type produced by the Dentists’ Supply
Co. of New York and its subsidiaries, and acrylic teeth. It is the only
producer of burs in the United Kingdom.

(ii) Trade distribution of the Group’s own products and of sole-agency
lines, which is conducted chiefly from offices and warehouses in London.
The Group’s extensive export trade and its wholesale distribution in the
United Kingdom both to subsidiary and independent dealers are carried
out by this section. The section distributes three-quarters of the total
United Kingdom production of porcelain teeth.

* See Appendix 5, Table II.
t See Appendix 5, Table I.
I See Appendix 5, Table IV,
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(iii) Retailing throughout the United Kingdom. Claudius Ash Sons & Co.
Ltd. have 11 depots, in London and in many other centres, while the three
provincial retailing subsidiaries, with 7 depots in all, operate in more limited
areas.

144. Before discussing the Group's activities and financial resulis in any
detail, it will be as well to give a general outline of its price policy for its
own products and for those for which it holds the sole agency. The Group's
representatives take the view that any * substantial expansion of dental goods
manufacturers’ production with consequent lowering of costs ™ can only
be made by an increase in the manufacturers’ export trade. No substantial
price reductions have been made following upon the great increase in the
Group’s home turnover which occurred last year owing to the National Health
Service on the view, as the Group's representatives state, that at a time of
rising manufacturing cost price stability is preferable to what might be only
a temporary reduction. They claim that the Group’s prices are more or less
in line with those of its competitors and it is clear that the Group is by no
means free from price competition. It has to watch closely the prices of
its United Kingdom competitors on many lines and, since it generally aims
at fixing a common price for home and overseas markets, the prices of foreign
competitors also play a part in determining the price level for its products
in the home market. Our attention has been drawn to the fact that even
where the Group has a monopoly of production in this country, as with burs,
it is subject to strong competition in the overseas markets.

145. Following its declared principle of avoiding violent fluctuations in retail
price levels, whether up or down, the Group has in recent years often reduced
wholesale or retail margins expressed as percentages of selling prices in order
to offset increases in manufacturing costs. Since the war the Group has
instituted stable cash margins for dealers on many of its lines. This has
resulted in a drastic reduction in the dealers’ percentage margins on several
of the Group's lines and appears to have been followed in some cases by
{Ed}lﬂ}jﬂﬂS in percentage margins made by other manufacturers on certain of

eir lines.

146. Other practical results of the Group’s price-fixing policy are described
in the following paragraphs, where we discuss the profits achieved in 1943.
In brief, and taking together the profits on manufacturing and distribution,
the Group made a moderate overall profit, high profits on porcelain teeth
and some consumables (particularly acrylic denture-base materials and den-
tine), modest profits on burs, and losses or little profit on equipment. Much
of the profit was earned by the trade distribution section on sole-agency goods,
of which the most important were porcelain teeth.

The overall profit position

147. We have obtained figures for the year 1948 relating to the costs and
profits of the various sections of the Group’s business and to the cost of pro-
duction of a number of products, together with details of the Group’s turn-
over and overall profits on trading in 1948, 1947, and 1938. These overall
results are shown in Appendix 23. 40 per cent. of the sales to which the
1948 results relate were export or re-export sales. The rates of net profit
on home and export turnover were practically identical in 1948 and averaged
10-9 per cent. on sales, representing 14-1 per cent. on the employed capital
of the Group according to our calculation, or 126 per cent. if the Group’s
alternative method of calculation* is accepted.

e =

*Seec Appendices 23 and 29,
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148. Appendix 24, which gives the annual profits of the A.D. Co. as a whole
(including the income from overseas subsidiaries and associates) since 1924,
shows that profits (as defined in the Appendix) rose from £357.000 in 1948 to
£589,000 in 1949. Figures which we have obtained from the Group indicate
that the United Kingdom cntcgi)riﬁ:s fully participated in the great increase in
home turnover in 1949 and also maintained their export turnover. It is
probable, therefore, that the return on the capital employed in these enterprises
was considerably higher in 1949 than in 1948.

The manufacturing section

149. As has been said, the Group is the only manufacturer of burs in this
country. It is understood that the manufacture of burs in the United
Kingdom was started by the Group as long ago as 1928 and that by 1938 a
market had been built up in the face of competition from German manufac-
turers. Production facilities were greatly increased during the war, partly at
Government request, and the Group now claims to be the largest manufac-
turer of burs in the world. 70 per cent. of its bur output was exported in
1948, some of it to the United States, and we are assured by the Ministry of
Health that the Group'’s remaining production is adequate for the home
market. In 1948 the Group’s prices for burs appear to have been reasonable
in relation to costs. The A.D. Co. has certain agreements restricting the
supply of competing burs by other dealers which will be discussed in para. 162.

150. When the A.D. Co. was formed in 1924, the current Ash production of
equipment in this country was closed down and an interest was acquired in
Ritter-Biber A.G., a German firm of equipment manufacturers from whom
goods such as dental units were imported. From 1935 onwards, however,
manufacture was gradually resumed in this country and the Group now pro-
duces a full range of equipment. The Group has explained to us that the
losses sustained on sales of equipment in 1948 were of a temporary nature
and were incurred in pursuit of a deliberate policy of fixing the prices of its
new lines of equipment from the start by reference to the cost at which they
ought to be produced after the initial manufacturing difficulties had been
overcome. Except in the case of the dental lathe, where the Group’s retail
price is substantially above those of other manufacturers, the Group’s retail
prices for equipment appear to be close to those of its competitors.

151. The Group is an old-established manufacturer of forceps and instru-
ments. In the production of consumables, such as cements, fillings, and
impression materials and waxes, it has the advantage of the research done
both at its own establishments in the United Kingdom and in the De Trey
factory in Switzerland. Sales of many lines of consumables appear to have
been very profitable in 1948. The Group is the largest producer in this coun-
try of acrylic denture-base and dentine materials fully prepared for use by
the dentist or laboratory (although not of acrylic dental materials as a whole),
and its profits on these two products will be mentioned in Chapter 8.

The trade distribution section

152. This section is regarded as the nerve centre of the Group’s business
and performs all selling functions for the Group’s own factories and for the
concerns whose output it distributes on a sole-agency basis. The section is
responsible for advertising, professional propaganda, market research at home
and abroad, and technical research. The resulting expenses are spread fairly
evenly over home and export sales and between sales of own goods and
sole-agency goods. The net profits earned in the trade distribution section*

* Including profits of the wholesale subsidiary, International Tooth Co. Lid, X
10502 C4
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on other manufacturers’ goods, which were handled almost entirely on a
sole-agency basis, represented just over half of the total net profits of the
Group in 1948. The overall gross margin at the wholesale stage on sole
agency business was 30 per cent. on sales, of which nearly 15 per cent. on
sales represented net profit. This rate of net profit we consider high, but
most of this profit was realised on the sale of teeth (much of the sole-agency
business being done in porcelain teeth bought from the Dentists’ Supply Co.
of New York, and from that Company’s United Kingdom subsidiary, Dentsply
Ltd.) and the Group’s policy in regard to porcelain teeth, and thc profits
made thereon, will be separately examined in paras. 155 to 161.

The retailing section

153. 1t is the aim of the retailing section to provide comprehensive ranges
of all reputable goods at convenient centres throughout the country. The
Group states that the retail service provided is inevitably expensive to main-
tain and that this expense is fully justified in the interests of national health.
The Group considers that it is necessary to have full stocks immediately
available locally. For all except one of the retail subsidiaries the expense
ratio tends to be slightly above the average for Group A dealers shown in
Appendix 8, which is also the average for the trade as a whole.

154. In 1948 slightly over one-third of total sales by the retail section
were of goods acquired from other suppliers, but these were largely acrylic
teeth which the Group’s trade distribution section do not supply. The Group
itself states that, while the retail section will always supply what the dentist
requires, it naturally promotes the sales of lines supplied by the trade
distribution section. It is clear, therefore, that the Group’s hold
over 30'3 per cent. of total retail trade (or 33% per cent
of total trade through dealers) must ensure a constant outlet for its own
goods and affect the outlet for goods competing directly with its own
lines, that is, the outlet for most of the main types of goods.

Porcelain tecth

155. The A.D. Co. has always held a very powerful position in the United
Kingdom and overseas markets for porcelain teeth, and the distribution of
porcelain teeth at the wholesale and retail stages and for export accounts for
nearly half the Group’s total net profits. This position has been built up
with the aid of the Dentists’ Supply Co. of New York.

156. As was stated in Chapter 3, the Dentists’ Supply Co. is said
to have produced teeth of exceptional quality and to have placed all the
European manufacturers under severe competitive pressure during the years
prior to the formation of the A.D. Co. The distribution of their teeth in
Europe and other territories was then handled by De Trey & Company, who
in 1912 had acquired the one-third interest in the American company which
is still held by the A.D. Co. In 1921 a spokesman of the Dentists’ Supply
Co. estimated that they probably made 75 per cent. of the teeth produced in
America and they appear at that date to have had interests in teeth factories
on the Continent of Europe, although their United Kingdom factory was not
set up until 1935 (see para. 158), On the eve of the amalgamation of De Trey
and Claudius Ash (1924) arrangements were made to adjust matters so that,
as far as the A.D. Co. was concerned, the field should be left clear for the
manufacture of teeth on the American system in the factories of the Dentists’
Supply Co. and their subsidiaries, while distribution of these teeth in various
parts of the world, including Europe and the United Kingdom, was to be
undertaken by the A.D. Co. in continuance of the arrangements with De Trey.
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The relevant agreement was similar in terms to the renewal agreement signed
in April, 1938, which is referred to in para. 158. Under it the A.D. Co.
agreed not to manufacture any soldered-pin teeth (that is to say teeth made
on the American system) ; not to acquire any new factories for the manufac-
ture of Ash teeth by the * poured ™ or English method ; and not to wholesale
any soldered-pin teeth other than those supplied under the sole agency. The
A.D. Co. was, however, to be allowed to sell by retail any teeth demanded
by its customers up to a limit of 5 per cent. of the sales of the sole-agency
teeth. The Group has explained to us that by this arrangement it was
able to supply teeth of the sort required by the profession and also to secure
a large export trade. Further, the Group states, it would have been impos-
sible for it to manufacture teeth on the American system for supply to the
British market, in competition with the Dentists’ Supply Co., without a high
protective tariff: to have attempted such competition would have been
merely to lose money.

157. The Dentists’ Supply Co.s control of some of the important
Continental factories and the A.D. Co.’s control of the distribution of the
teeth made in these factories enabled the two concerns to influznce to some
extent the export of teeth to the United Kingdom from the Continent.
The teeth sold by the A.D. Co. in this country under the agency were
drawn principally from the U.S.A. The representatives of the Group have
informed us that normally the United Kingdom prices for the Dentists’
Supply Co.’s teeth were lower than those ruling in the U.S.A., and the
Continental price level appears to have been lower still. One of the Com-
pany’s Continental officials wrote in 1928 that, just as it was impossible to
get U.S.A. prices for teeth in the United Kingdom, so, on the Continent,
owing to economic conditions, it was impossible to get United Kingdom
prices. There seems to have been some import into the United Kingdom
market of teeth supplied locally by the Dentists” Supply Co.’s factories in
Europe at lower prices than those obtainable in this country for teeth of
the same brand imported from America. and in 1925 efforts were made
by the Company to prevent the Continental dealers exporting these teeth
to the United Kingdom. In 1927 the A.D. Co. and the Dentists’ Supply Co.
acquired joint control of the German tooth manufacturing concern of
Wienand Séhne. The representatives of the A.D. Group have stated that
this step was taken in order to obtain entry into the Central European market.
There was also a small export of Wienand teeth to the United Kingdom.
The import of these teeth was handled by a concern outside the A.D. Group
until the outbreak of war in 1939, since when imports from Germany have
not in general been allowed.* It should be noted here that in 1947 the
A.D. Group decided that in future it and its Continental subsidiaries would
handle the whole distribution of Wienand teeth, and that for the present
it would be contrary to the Group’s interests to have these teeth sold west
of the Rhine. The Group representatives state that their fuwure policy in
regard to imports into this country of teeth manufactured on the Continent
will be decided in the light of the situation ruling when Governmental
restrictions on such imports are finally removed.

158. It had been contemplated since the early 1920's that the Dentists’
Supply Co. might set up a factory in England and in 1935, when exports
of teeth to the United Kingdom had become difficult owing to currency
changes and tariffs, they set up a manufacturing subsidiary, Dentsply Ltd.
of Brighton. In April, 1938. the agreement between the Dentists’ Supply
Co. and the A.D. Co. was formally renewed. The main provisions were

;ﬂﬂﬂmmiuns on imports from Weatern Germany were, however, removed in September,
250,
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similar to those in the earlier agreemeni. On this occasion, however, it
was agreed that the A.D. Co. and its subsidiaries would not engage in the
manufacture of any teeth whatsoever (whether soldered-pin or not) other
than the porcelain teeth then being manufactured by them on the English
system. Further, the A.D. Co.’s voting rights in the Wienand manufacturing
concern were made over to the Dentists” Supply Co. so that the latter acquired
the right to exercise the joint control of that concern. The A.D. Co. and
its subsidiaries were granted a sole agency in the same markets as before
for the output of the Dentists’ Supply Co. and its manufacturing subsidiaries
in the United Kingdom, France, and Germany. The other restrictive terms
of the agreement were also continued, namely, that the A.D. Co. should
not wholesale any soldered-pin teeth other than those of the Dentists’ Supply
Co. and that, while its retail branches were to be free to supply all types
of teeth on demand, retail sales of other manufacturers’ teeth should not
exceed 5 per cent. of the retail sales of the sole-agency teeth. This 5 per
cent. limit on retail sales appears to have become a dead letter since the
advent of acrylic teeth, which the Dentists’ Supply Co. and their subsidiaries
do not supply to the United Kingdom market. On the other hand, the
restriction on manufacture by the A.D. Co. clearly applies to acrylic teeth ;
and the Group is understood to regard itself as debarred under the arrange-
ment from wholesaling any teeth (acrylic or porcelain) other than its own
porcelain teeth made on the English system or teeth supplied under the
sole agency. As before, the agreement included a clause stipulating that
wherever possible the sole agents should pay to the manufacturers prices
yielding a specified rate of profit. This profit rate was, however, very loosely
defined and the Group states that in practice the clause has been treated
merely as a guiding principle and has never been stricily enforced. The
agreement was valid for 10 years and when it expired in April, 1948, it
was confirmed between the parties in writing that it should be regarded
as continuing in operation for the time being.

159. There are no detailed statistics available to show the proportion of
home market supplies of porcelain teeth which were made by the A.D.
Group before the war. It is clear, however, that in 1935 (for which year
the Census of Production statistics are available), although, as the Group
has told us, it produced less than 3 million teeth* out of a total United
Kingdom production of 124 million, it was handling a very large proportion
of the trade done in this country, whether for re-export or for supply to
the home market. Out of nearly 33 million teeth imported the Group
imported nearly 23 million. Over half of the Group’s imports were re-
exported, however, and it is not possible to estimate its proportion of supplies
to the home market. Figures which we have obtained from the industry
show that in 1948 the output of Dentsply Ltd., together with the far smaller
output of the A.D. Co’s own factory, amounted to 75 per cent. by value
of total United Kingdom porcelain tooth production. About 70 per cent.
by value of supplies of porcelain teeth to the home market was supplied
by the Group at the wholesale stage; and its export and re-export trade
in porcelain teeth was far larger than the export or re-export trade in porcelain
(or, for that matter, acrylic) teeth done by any other United Kingdom concern.

160. We have obtained figures of turnover, costs and profits from Dentsply
Ltd. and of the A.D. Group’s profits on the distribution of porcelain teeth
acquired from Dentsply Ltd. and from the parent Company in New York.
In our opinion the profits made on manufacture by Dentsply Ltd. and on

* These would all have been teeth made in the A.D. Co.’s own factory; Dentsply Ltd.
were not in operation at the beginning of 1935,
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the distribution of Dentsply and Dentists’ Supply Co. teeth by the A.D.

Group in the home market are high* They may be shown under four
heads:—

(i) The results of Dentsply Ltd. were as follows: —

1938 1947 1948 1949

Turnover (1938 == 100) ... 100 276 291 467
per cent. per cent. per cent. per cent.

Net profit on sales ... e 204 25-9 29-1 32-4

Net profit on capital employed ... eee - 90-0 49-7 54-5 86-3

Dentsply have pointed out that, as they are a wholly owned subsidiary of
another company, they escape many charges which on a complete accounting
would seriously increase their overheads. They also state that they obtain
the results of the parent company’s research, and that they receive from
it supplies in bulk of raw material already processed, the production of
which requires elaborate plant. It is said that, but for these factors, the
capital employed in the business would be much more than it is at present,
and hence the rate of profit expressed as a percentage of capital would be
less than is shown above. We are not satisfied that any of these points has
great weight, particularly as we have noted that Denisply pay to the parent
company a licence fee of 10 per cent. on sales for the benefit of information
regarding research and development and new production techniques and
machines ; this fee has been allowed as a charge in calculating the profits
shown above.

(ii}) In 1948 the net profits taken by Dentsply Ltd. as manufacturers and
by the A.D. Group on the distribution of Dentsply’s output in the home
market, were as follows: —

Net profit
per cent,
Dentsply Lid. 29-1 on manufacturing turnover
A.D. Group wholesale distribution ... ... 18:6T1 on wholesale turnover
A.D. Group retail distribution ... 12-9% on retail turnover

It should be noted that in November, 1948, on the occasion of an increase
in the price of Dentsply diatoric (back) teeth due to an increase in factory
cost, the percentage level of wholesale and retail margins was also raised.
This occurred at a time when a greatly increased demand for these teeth
was being experienced.

(iii) In 1948 381 per cent. of the price to the dentist of ‘eeth manufactured
by Dentsply Ltd. and sold in the home market represented net profit to the
manufacturer, wholesaler and retailer. 29 per cent. represented distribution
expenses and 324 per cent. represented factory cost.

(iv) In 1948 the A.D. Group’s net profit on teeth bought from the Dentists’
Supply Co. of U.S.A. was 20-2 per cent.{ at the wholesale stuge and 147 per
cent.T at the retail stage, both calculated on sales.

161. The manufacturers (Dentsply Ltd.) take less account of cost than of
the price which the market will bear and keep no separate costing records
for any class of teeth, although the prices of different classes vary widely.
Competition is provided in the United Kingdom market both by home manu-
facturers of porcelain teeth and by imports of these teeth from Cyprus and

* The A.D. Co.'s own output of porcelain teeth is small in comparison and the profits
obtained on the manufacture and distribution of their own teeth are not so high.
+ After deducting distribution expenses as allocated by the Company.
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elsewhere ; and the development of acrylic teeth has provided additional com-
petition since the war. The distributors (A.D. Group) state that the retail
prices fixed for the sole-agency teeth are at the general market level. A
concern of the importance indicated in paragraph 159 must, however, itself
play a large part in determining the general market level of porcelain teeth
prices in this country, and this level, in its turn, must to some extent influence
the price level of acrylic teeth.

Other restrictive agreements of the Company

162. The A.D. Co. has, or recently had, certain other restrictive agreements
which must be mentioned. There are, first, the current agreements with the
D.M. Co. and the 5.85. White Company of Great Britain Ltd., which are
reproduced in Appendix 26. The general effect of these agreements is to
oblige these Companies to confine their retail sales of burs to those of the
A.D. Co. in exchange for the grant of quantity discounts on their purchases
of these burs. The agreements do not, we are told, relate to carbide (semi-
permanent) or diamond burs, but only to the normal type of steel bur as
supplied by the A.D. Co. and, as will be seen from the agreements themselves,
the Companies retain the right to supply competing burs in certain circum-
stances. The agreements do, however, represent an attempt to restrict two
of the leading dealers’ sales of competing burs. Until recently the A.D. Co.
also had agreements with two concerns giving the A.D. Co. the sole right to
use certain materials, in the manufacture of hypodermic needles in the one
case, and in the manufacture of dental impression compounds in the other.
Both agreements were terminated in 1948 at the request of the other party
to the agreement and in one case the other party gave “ recent legislation ™
as a specific reason for ending the arrangements.

General

163. Our conclusions on the A.D. Group in relation to the public interest
are set out in Chapter 11. Meanwhile, we wish to say that we have been
much impressed by the obvious determination of the Group’s management
to provide the best service to the dental profession and by the great pride
which they take in the quality of the Group’s products.



PART III

The Public Interest

CHAPTER 8: PRICES, COSTS AND PROFITS

164. In the last chapter we discussed the price, turnover, and profit position
of the A.D. Group as suppliers of dental goods in general and of the biggest
lines of porcelain teeth in particular. We shall deal in this chapter first with
manufacturers’ prices for, and profits on, acrylic teeth, and with the profit
and turnover position of the second largest manufacturer, the D.M. Co., which
is now the largest manufacturer of acrylic teeth. Next we shall discuss
manufacturers’ prices for, and profits on, acrylic dental products other than
teeth, i.e., the acrylic materials supplied by LC.I. to dental goods manu-
facturers for further processing, and the fully prepared acrylic denture-base
and dentine materials which are supplied both by I.C.I. and the dental goods
manufacturers for use by dentists and laboratories. Porcelain and acrylic
teeth and fully prepared acrylic denture-base and dentine materials account
for about one-third by value of total retail sales of dental goods. We have
not thought it necessary to make a general investigation of manufacturers’
prices and profits in respect of other classes of dental goods, but having regard
to the overall profit position of the two main concerns we think it unlikely
that manufacturers’ profits on any other classes are in general unreasonably
high. Finally, we shall discuss the costs of retail distribution in the industry
and the profits made thereon. As was mentioned in para. (iv) of the
Introduction, most of the information obtained in regard to prices, costs, and
profits, relates to 1948. The retail sales of the two largest retailers began
to show the effect of the additional demand created by the National Health
Service in September of that year. Appendix 29 gives our definitions of the
accounting terms used in this chapter and elsewhere in the report.

Acrylic Teeth

165. In 1948 the value of manufacturers’ sales of acrylic teeth was £470,000,
representing 15 per cent. of manufacturers’ total sales of dental goods, against
a value of £340,000, or 11 per cent. of manufacturers’ total sales, for porcelain
teeth. The quantity of acrylic teeth produced was then less than that of
porcelain teeth. Appendix 19 shows that, while the output of both kinds of
teeth has increased since that year, the quantity of acrylic teeth produced
is now greater than that of porcelain.

166. In Appendix 25 we give the retail price movements of some of the
leading brands of acrylic teeth over recent years. These indicate that the
prices of acrylic teeth, both front and back, have been greatly reduced in
the last three years. Acrylic front teeth, having originally been dearer than
the most expensive lines of porcelain front pin teeth, were much cheaper than
these lines by January, 1950, while some lines of acrylic back teeth had come
down to a level only just above that of porcelain diatoric (back) teeth.

~ 167. The following table gives some information for 1948 about turnover
increases and profits achieved by the three largest manufacturers of acrylic
teeth : —

' Manufacturers
! e, five
Turnover (1947 = 100) a0 oy ! 137 430
| per cent. | per cent. | per cent.
Net profits on sales... ... .. | 39 | 48t 14
v e s Capital employed® ik 116 95 57
* Based on our calculations—see Appendix 29, t The figure was the same in 1947,

39
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The profits shown for manufacturers A and B are, in our opinion, high. Both
manufacturers made substantial price reductions in 1949 but it appears to
us, on the information available, that the effect of these reductions on profits
has been offset by economies due to greatly incrcased turnovers and that
rates of net profit not much different from those quoted above are still being
made. Three points should be noted in considering the figures of manu-
facturers A and B:—
(i) These two manufacturers were the largest and accounted for about
70 per cent. by value of manufacturers’ total sales of acrylic teeth in 1948.

(ii) Both confined their production to acrylic teeth and the great bulk
of their output was sold in the home market.

(iii) Both distributed their goods through sole agents whose profits are
not included above.

168. The margins obtained by the sole agents for manufacturers A and B
in 1948 were respectively 5°0 per cent. and 13-75 per cent. gross, 3:7 per
cent. and 5-4 per cent. net. In 1948 the gross margins allowed to retailers
by these sole agents were 331 per cent. on sales in lots of 100. In October,
1949, when the price charged to one of these agents by the manufacturer was
reduced, the retail price of the teeth remained unchanged but the retailer’s

margin was increased to 43 per cent. on sales.

Acrylic dental products other than feeth®

169. It will be convenient to consider this subject under two heads: first,
I.C.1.’s supplies of various types of acrylic dental material processed to
various stages; and, second, supplies of acrylic products which are manu-
factured both by L.C.I. and the dental goods manufacturers. namely, fully
prepared branded lines of denture-base material and dentine material for
use by dentists and laboratories. I.C.I.’s trade in these fully prepared
materials thus comes under review twice, first as part of their total business
in dental acrylic products, and secondly as part of the total trade in fully

prepared materials.

170. The following table shows the turnover and profit for 1.C.1.’s supplies
of dental acrylic products as a whole since 1941:

Turnover Net profit as

Year {1941 = 100) per cent. on sales
1941 ... e 100 62-1
1942 ... 123 51-3
1943 .., Foa- ey 47-4
1944 ... ol [y 32

1945 ... B ] 21

1946 ... i 297
1947 ... s a odd 21:9
1948 ... o LT 26:4
1949 ... s 809 41-3

In the first two vears the only product sold in any quantity was Kallodent.
In 1943 Kallodentine was introduced and dental granules were sold to
the dental goods manufacturers for making their own brands of denture-
base material. Towards the end of that year I.C.I. began to supply tooth-
moulding powder in bulk (later called Kallodoc) to commercial manufacturers
of teeth and this section of the business increased steadily in relation to the
whole. In 1949 the net profit on sales of Kallodoc powder provided over

haif the total net profit for that year.
* Reference to the chart, Appendix 21, may be helpful in the undﬂrstan::i-ing of this sar:tmn
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171. Certain points should be noted in connection with the 1949 profit
figure in the table above. First, the net profit made on ail dental acrylic
products expressed as a percentage of the capital employed in the manufac-
ture and supply of these goods was 68:2 per cent.* in 1949, as against
284 per cent. in 1948. Secondly, the great bulk of sales was made in the
home market and the percentage of net profit on home sales was generally
higher than that achieved on export sales. Thirdly, the net profit rate on
Kallodoc powder was 54 per ceni. on sales, both in the home and export
markets, this being the highest rate of net profit earned by the Company
on any class of acrylic dental product.

172. The percentage rates of net profit obtained by I.C.I. on sales of their
otherf methyl methacrylate products i.e. Perspex and Diakon (commercial
moulding powder) are very small compared with those achieved on sales of
tooth-moulding powder or, indeed, on sales of dental acrylic products as a
whole. L.C.I. have stated that their policy in regard to Perspex is to avoid
disturbing the market more than is absolutely necessary and that the present
low price of Diakon is set by the competition of alternative materials and
a desire to expand the market. In regard to their profits on dental acrylic
products they have stated that there is still an element of risk in the business
and they have also pointed out that the profits of the Plastics Division have
to be considered as a whole. They have drawn our attention to the fact
that the profits on dental acrylics rose steeply in 1949 because of an un-
expected increase in the quaniities required, particularly of Kallodoc powder.
The Company reduced the prices of Kallodoc powder as from lst January,
1950, and again as from 1st September, 1950, when there was also
a reduction in the price of denture-base material sold in bulk. If these
reductions had all been in effect throughout 1949 we estimate that (assuming
no change in the volume of sales) the net profit on Kallodoc powder would
have been reduced to about 34 per cent. on sales, and on all dental acrylic
products to about 32 per cent. on sales; we consider that these rates of
profit would still have been high.

173. In 1948 the estimated retail value of all brands of denture-base
materials was £240,000 and in 1949 £390,000, or nearly 7 per cent. of the
total value of retail sales of dental goods in that year. In Appendix 27 we
show the course of I.C.I.’s prices for Kallodent until July, 1950. It will
be seen that the prices have remained unchanged since 1944. The prices
of the other main brands of denture-base material were the same as 1.C.I.s
until October, 1948, in accordance with the agreements which are referred
to in para. 124. After the termination of these agreements, the prices of
Kallodent and of the A.D. Co.’s brand, which in 1948 and 1949 commanded
the largest sale of all brands, remained unchanged. Another important
manufacturer charged an increased price for what was claimed to be an
improved product. As was noted in para. 129, the D.T.F. buyer of denture-
base material in bulk makes a reduction in the price of two packs sold
together. With exceptions in the case of one or two brands enjoying a very
small sale, prices of other brands have remained in line with the two leading
ones.

* [.C.I. eonsider that * goodwill ™ should be treated as part of their capital. If this were
done the rates of profit would be 61- 1 per cent. and 25- 7 per cent. respectively. In considering
the figures of profit on capital employed it should be noted that the sales of these products
form only a very small part of the wrnover of [.C.1. Plastics Division and a minute part of
the turnover of L.C.1. as a whole.

t As was explained in para. 105 only 3 per cent. to 5 per cent. of [.C.I."s output of methyl
methacrylate monomer is used in the manufacture of dental products.
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174. The following table shows I.C.1.’s turnover and net profit (as a per-
centage on sales) on denture-base material since 1945.

Turnover Net profit as
Year (1945 = 100) per cent. on sales®
1945 ... 104 20
1946 ... 120 31-6
1947 ... 50 17-1
1948 ... 120 213
1949 ... 178 34-9

For the same matcnals the A.D. Co.'s net profit in 1948, as a percentage on
sales,* was 23-3 per cent. The corresponding profits on saies of dentine
materials in 1948 were: 1.C.1. 318 per cent., A.D. Co. 39-4 per cent. (These
sales were small in relation to sales of denture-base material). It should be
remembered that I.C.I. are, first, producing the basic materials (dental
granules) and, second, making fully prepared denture-base and dentine
materials therefrom, and the profit figures quoted in this paragraph relate
to both stages taken together. The A.D. Co., on the other hand, is carry-
ing out the second stage only and the profits mentioned are for that aione.
For both companies the profits are calculated on home and export sales ;
in no case were profits on export sales higher than those on home sales. The
third largest manufacturer of denture-base materials obtained a substantially
lower rate of profit in 1948 than either I.C.I. or the A.D. Co.

175. In our opinion the profits taken by the two largest producers of
denture-base material and dentine in 1948, as shown in the preceding para-
graph, were high and it will be seen that I.C.I's profits on denture-base
materials in 1949 were higher than they were in 1948. The A.D. Co.’s
profits on these materials in years other than 1948 have not been ascertained.

The D.M. Co.

176. As was explained in Chapters 2 and 3, this Company is an old-
established manufacturer and retailer of most types of dental goods. Unlike
the A.D. Group, it does practically no business as a sole agent. The develop-
ment of the D.M. Co.’s turnover in 1938, 1947, and 1948, aad of its net profits
for those years expressed as percentages on turnover and on capital em-
ployed is shown in Part I of Appendix 23. The Company’s resulis for 1949
have been materially affected by the acquisition of the Anglo-American
Dental Corporation Ltd. in April, 1949 (the proportions of total supplies
to the home market made by D.M. Co. taken togeiher with Angio-Amcrican
in 1948 are given in Appendix 5). Anglo-American was the largest United
Kingdom manufacturer of acrylic teeth in 1948 and the D.M. Co. now claims
to be the largest manufacturer of acrylic teeth in the world. In Part II of
Appendix 23 we give turnover and net profit figures for the Anglo-American
and the D.M. Co. taken together for the years 1948 and 1949, and in Appendix
24 we give the D.M. Co.’s annual profits (defined as in the footnotes to the
Appendix) from 1924 to 1949.

Dealers’ margins
177. Different percentage margins are allowed to dealers on different
classes of goods; the margins on equipment, for instance, are generally
lower than those allowed on teeth. There are also, at present, consider-
able differences in the margins allowed by different manufacturers on similar

* At the wholesale stage.
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goods ; but before the war there was clearly more uniformity in this respect.
The A.D.M.T. has stated that generally speaking * it appears that the level
of trade discounts remained static from 1923 to 19397, and the evidence
shows that with one or two exceptions no great change occurred in the first
few years after 1939. Since 1946, however, the percentage margins allowed
to dealers have been considerably reduced on some goods, particularly surgery
and laboratory equipment, as retail prices have risen.

178. Appendix 8 shows that in 1948 the realised gross margins of the
nine largest dealers varied between 277 per cent. and 30-3 per cenl. on
sales. ‘Lhe margins earned by the smaller dealers were more irregular but
some of them obtained a bigger gross margin than the larger firms. The
average realised gross margin for the A.D.M.T. membership as a whole
15 seen to have been 28°4 per cent. on sales.

179. The dealers’ operating expenses and net profits for 1948 are given
in Appendix 8. The net profit for the A.D.M.T. dealer members averaged
82 per cent. on sales. Individual rates of net profit varied from nil to
21 per cent. on sales. [In considering these figures it should be borne in mind
that a good dental dealer puts at the disposal of his customers considerable
experience and technical knowledge. On the other hand, it is equally
important not to overlook the general security which all A.D.M.T. dealers
obtain by dealing almost exclusively in price-maintained goods, the variations
in the service provided, and the extent to which the dealers are relieved of
the need to advertise and demonstrate the goods which they sell and are
guaranteed against stock risk. The A.D. Co., for instance, is prepared to
adjust the retailer’s stocks of its goods by exchange or credit for returns
and thus, so far as lies in its power, “ to relieve him of the hazard of
immobilised capital and depreciation ”, as one of its representatives stated
in evidence.

180. In 1949, the first full year of operation under the National Health
Service, the industry’s retail turnover rose by 60 per cent. In Appendix 9 we
give a summary of such figures of dealers’ trading results tor 1949 as
were available to us, together with the comparable figures for 1948. They
relate to a sample which is small, both in number (11 dealers) and in
weight (about 74 per cent. of total retail turnover). Moreover, the turnover
of the dealers in the sample rose by about 85 per cent., which is considerably
above the increase for the trade as a whole. The individual returns which
make up the sample do, however, reflect fairly consistently the three develop-
ments shown by the summary. The first of these developments is a reduction
in the realised gross margin expressed as a percentage of sales, due partly
perhaps to the increasing elfect of the A.D. Co.’s cash margin arrangements
and of corresponding reductions in the percentage margins allowed by other
manufacturers. The second is a marked reduction in expense ratio (a
feature to be expected with a rising turnover), and the third a substantial
increase in the rate of net profit expressed as a percentage on sales.

Statement by the Ministry of Health

181. The Ministry of Health have informed us that they have made no
inquiry into the costs of the manufacture and distribution of dental goods.
They have estimated the cost of equipment and materials to the dentist in
connection with the cost of the National Health Service, but they have
not attempled to assess the reasonableness of the prices which determine
this cost. They lay it down as a term of service under the N.H.S. that
the dentist must use materials of first-class quality.
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CHAFTER 9: VIEWS OF USERS AND COMPLAINANTS

182. The users of dental goods are (g) individual dentists, (b) hospitals,
local authorities and dental clinics, and (¢) dental laboraiories. There are
no figures showing the relative importance of these classes of user but it
seems to be generally agreed that the purchases of class (b) users would
represent only a small proportion of the total. It has been estimated by the
A.D.M.T. that at present 20 per cent. to 25 per cent. of all retail sales of
teeth and consumables are made to the laboratories, who use them for servic-
ing the dentists ; the laboratories’ purchases of other dental goods would
probably represent a much smaller proportion of total sales.

183. In order to obtain the views of the profession we sent questionnaires
to the three Associations at that time representing the profession, and the
representatives of the British Dental Association (with which the other two
Associations amalgamated at the beginning of 1950) attended and gave
oral evidence at our request. To obiain the views of class (b) and (c)
users we sent oul questionnaires widely to hospitals and local authorities,
and we sought evidence from the Dental Laboratories Section of the Surgical
Instrument Manufacturers’ Association.

184. The method of purchase is very much the same for class (a) and ()
users, who buy all except ncgllglble quantities of their professional require-
ments (including * common-user ” goods) from the dental depots, and visit
the depots more or less frequently according to their proximity, but place
most of their orders through travellers on whom they rely to get information
about new products. The hospitals and dental clinics clearly do not use
the depot or generally the services of the dealer to anything like the extent
to which they are used by the dentists and laboratories ; they make practically
no purchases by going to the dental depot and buying over the counter
and they give the great bulk of orders either to travellers or by writing direct
to manufacturers or dealers.

185. The services provided by the depots are uniformly praised, and users
generally feel that a specialised dental depot is needed for the distribution
of dental goods and that there would be no advantage in any but the
* common-user ” goods being available through chemists. The representatives
of the British Dental Association drew our special attention to the services
provided by the dealer who is not also a manufacturer ; they distinguished
between such dealers and those who were linked with the manufacturers
and whom they tended to regard primarily as agents of the manufacturer.
It appeared to be accepted that the manufacturer-dealer tended to push
his own goods, although in general he was very ready to supply the goods
of other manufacturers if they were asked for. We gathered that the
dentists clearly feel that the type of depot not linked with the manufacturer
is an asset and that it would be a great pity if this type were * squeezed
out of existence”. Representatives agreed that in areas where there were
no depots a sufficient service was maintained by post and telephone and
through commercial travellers.

186. While the evidence of the laboratories generally supports what has
been said in the previous paragraphs, it should be mentioned that several
laboratories are also both producers of ceriain types of dental goods, includ-
ing laboratory equipment, and dealers on their own account; to the extent
that they are dealers they clearly have no need of the services provided
by the dental depots, but if they buy through members of the A.D.M.T.
they must do so at retail prices paying a full margin to the dealer to cover
the services which the depot provides.
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187. The dentist attaches the greatest possible importance to quality and
his purchases are made with quality rather than with price in view. The
cost of materials is a relatively small part of the cost of the dentist’s
services and yet the quality of that service must depend to a considerable
extent on the quality of materials and equipment which he uses. Moreover,
the surgery equipment and many of the instruments which a dentist uses
may last a lifetime. * To many of us,” said a representative of the British
Dental Association, “ within reason, price has become a secondary matter
to what we want and what is going to give us good service.”

188. The general level of the quality of dental goods is praised and the
various manufacturers’ brands as a guarantee of quality are clearly valued.
There is, however, a marked unanimity of opinion that there is a need for
a bureau of standards where quality can be independently tested and certi-
fied.* We are informed that the possibility of agreeing on standards has
been discussed between the ADM.T. and members of the profession in
recent years. We note elsewhere that the A.D.M.T. representatives fear
that if their Association is weakened the result may be a deterioration in
the quality of the goods offered to the dentist. A bureau of standards of
the kind described by the profession should minimise any such danger.

189. It was also emphasised to us that the dentist is conservative in his
purchases, that he does not easily change over from equipment or materials
which he has tested in use, and that he is an individualist about his require-
ments. We discussed with the representatives of the professional organ-
isations their attitude to the standardisation of instruments. which we are
told have sometimes to be made by manufacturers to the particular require-
ments of individuals. The representatives explained to us that dentists like
to have a wide variety of instruments available to them and that the teaching
schools have varying views on the most suitable range of instruments.
Although this lack of uniformity in professional requirements increases the
costs of manufacture, the dentists are willing to pay the resulting higher
prices in order to get what they want.

190. The general impression of users appears to be that prices of goods
of similar quality vary little as between members of the A.D.M.T. and
even as between them and manufacturers who are not members, and com-
petition is clearly understood as meaning primarily competition in the quality
and variety of the goods and services provided rather than in price. The
representatives particularly stressed the wvalue they attach to competition—
*“ anything which will encourage free competition between traders and will
encourage small people to enter the business, we (the British Dental Asso-
ciation) would encourage”.  But there is a tendency to identify price-
cutting with the sale of inferior goods. The representatives were inclined
to agree, however, that the danger of that type of price-cutting which depends
on offering inferior materials would be less now than it was years ago.

191. We have received no substantial complaint from users. A number
of users commented in answering our questionnaire that prices, where a
similar article could be obtained through non-dental channels, appeared to
be relatively rather high. Tt appears to us from the evidence submitted
“by the A.D.M.T. that these comments, which necessarily apply only to a
limited range of goods. were based on a comparison of articles which on
account of quality differences or for other reasons were not strictly
comparable.

* We are informed that in the Bureau of Standards in the U.S.A. there is a section for
dental goods.
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192. One County Council has complained that it is treated as a retail
purchaser when in most other trades it is allowed to buy either at manu-
facturers’ prices or wholesalers’ prices. Under the AD.M.T. arrangements
hospital and local authority buyers must pay full retail prices less 12} per
cent. special discount, and the evidence shows that purchases by some users
in these classes are equal in value to those of several of the small dealers
both within and without the A.D.M.T. In addition one of the large train-
ing schools has complained to us about the reduction in the maximum
discounts to such institutions from 20 per cent. to 12} per cent.,, which the
A.D.M.T. put into effect in 1947 (see end of para. 67).

193. The complaints made against the AD.M.T. by the members of the
D.T.F., which was formed with the specific object of combating the acti-
vities of the A.D.M.T., have been referred to in their appropriate place
in the other chapters of this report (see in particular Chapter 5, paras. 98 and
99, and Chapter 6, paras. 117, 118 and 129). In general, members of the
D.T.F. are small concerns and their main complaint against the A.D.M.T.
is the refusal by its manufacturer members to allow them trade terms;
and in the case of some that they have also been refused membership.
Most, though not all, would, we gather, have no objection to conforming
to the price maintenance rules of the A.D.M.T. The fact that these, the
main complainants, are mainly small concerns is no evidence that their
complaint is a minor one ; had they not been denied supplies on trade terms
from most of the dental goods manufacturers, they might have grown into
substantial businesses and some have managed to do so even in spite of
obstacles.

194. We have received evidence opposing the rules and practices of
the A D.M.T. from the Minerva Dental Laboratories. They were acknow-
ledged pioneers in the development of the technique of using acrylic materials
for dentures. They have stated in evidence to us that the products which
they make themselves and the technical advice which they put at the disposal
of the profession are universally recognised to be of the highest quality*
and that they have been approached to make an amalgamation with one
of the large manufacturers who is a member of the A D.M.T. They have,
however, preferred to remain outside the A.D.M.T. since they dislike many
of its rules: they say that they would have had to increase their prices to
accommodate the larger discounts which they claim the dental dealers
require and that they believe that their marketing programmes can be more
efficiently organised to the benefit of the consumer if unfettered by the host
of rules and regulations of the AD.M.T. They say, moreover, that they
are able to do a reasonable business with members of the A.D.M.T. since
member dealers may obtain supplies from them if specifically permitted
to do so by the Secretary. Their treatment by the AD.M.T. in relation
to the distribution of Kallodent is dealt with in Chapter 6, paras. 111 to 116.

195. Finally, we have received complaints from a manufacturing concern
which is a member of the ADM.T. about the treatment which it has
received from I.C.I.  In the early years of the war this concern was
producing denture base material from methyl methacrylate monomer which
it derived from scrap perspex, and it claims that when supplies of scrap
became scarce (owing to a Ministry of Supply instruction that scrap Perspex
must be returned to I.C.L), L.CI. insisted as part of the arrangement by

* We have no reason to doubt their claim, particularly as in 1942 their Chairman was
appointed consultant to 1.C.1.
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which they supplied the concern with alternative material that the concern
must discontinue the production of monomer from scrap Perspex. I.C.IL
have explained to us that they consider the use of monomer derived from
scrap Perspex in the manufacture of dental products unsatisfactory and likely
to damage the reputation of acrylic dental products generally—a view which
is disputed by the complainant. This is a technical issue which we are
not competent to decide, but we note that towards the end of the war the
Ministry of Supply cancelled the instructions for the return of scrap Perspex,
and that by 1948 15 per cent. of acrylic denture-base materials were being
produced from this scrap.

CHAPTER 10 : THE CASE FOR THE EXISTING REGIME

196. The A.D.M.T. has stated, at some length, its case for maintaining that
its practices are not against the public interest and has throughout maintained
that the collective enforcement of resale price maintenance is the main aim of
the Association. The salient points of its justification for the existence and
continuance of an association with this aim are given in this chapter. The
Association’s explanation and justification of particular aspects of its policy,
such as its membership policy, and of particular regulations such as those
controlling * excessive services ”, are given in other parts of the report.

197. The A.D.M.T.’s representatives poini out that in the denial goods in-
dustry goods are almost invariably sold under a brand name or the name of
the maker. In these circumstances, the A D.M.T. claims, the manufacturer
is entitled to maintain the resale prices of his goods. In justification of this
claim it puts forward a number of arguments in defence of its practice of
resale price maintenance, which it supports by references to the Report of
the Greene Committee on Restraint of Trade (1931) and the Report of the
Lloyvd Jacob Committee on Resale Price Maintenance (1949). From these the
main points of the A.D.M.T."s arguments in favour of resale price mainten-
ance may be summarised as follows:—

(a) In the absence of resale price maintenance, competition among dis-
tributors of branded goods tends to result in prices being cut to a level so
low that the trade becomes unremunerative and traders cease to stock the
goods. This is harmful not only to the distributors but also to the manu-
facturers and the public.

(b) Admittedly, resale price maintenance raises distributors’ margins to
some extent. That is its purpose. Manufacturer members, however, would
not tolerate unduly high margins.

(c) It is reasonable that manufacturers should be permitted to prevent
the price of branded goods being reduced below the level set by reason-
able competition.

(d) It may be an incidental disadvantage that low-cost dealers are thereby
prevented from passing on to their customers the benefit of any economies
they may achieve, but * passing on economies ¥ means price-cutting.

(e) There is no evidence that resale price maintenance impedes the intro-
duction of improved methods of distributing dental goods.

(f) If resale price maintenance is a good thing, it i8 unreasonable to
say that its application should be left to individual manufacturers. In-
dividual systems are difficult and expensive to operate ;: collective systems
are simpler, cheaper and more effective.
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(g) Price maintenance was adopted in many trades as a result of grave
and real apprehension in the minds of distributors over a period of fifty
years or more. This suggests the conclusion that something in economic
conditions compelled people to come together.

(k) Resale price maintenance can be a defence against high prices in
times of shortage as it is against price-cutting in times of slump.

{i) The maintenance of freedom of contract in commercial affairs is a
matter of public interest, and no case has been made out for exceptional
treatment of resale price maintenance.

198. The argument for the collective enforcement of resale price mainten-
ance in the dental goods industry is based on the assumption that resale
price maintenance is desirable and that “ collective methods can achieve. it
while the efforts of individual manufaclurers each striving unsuccessfully to
protect their own prices cannot . The reasons given by the Association for
the statement that individual manufacturers cannot without ccrﬂectwe measures
enforce their end prices are:—

(a) that there would have to be an individual contract between manu-
facturers and each of their distributors and that, owing to the nature of
the dental trade, this contract would have to be very complicated and to
include many of the existing rules of the Association ;

(b) that it would be difficult to detect breaches of the contracts because
goods are not sold over the counter to the public and it is doubtful whether
the distributors would allow manufacturers (as distinct from the Secretarg,r
of the Association) to inspect their books ;

(c¢) that manufacturers could not afford to enforce their contracts w:lh
distributors by refusing to supply, if the only result would be that the
distributor would transfer his custom to another manufacturer ; and

(d) that accordingly the manufacturer’s only remedy under an individual
contract is to obtain an injunction or interdict, which is a costly and slow
procedure and which must also be wasteful, since in the case of a deliberate
price-cutter several manufacturers would have each to take legal action
against a single dealer.

199. The A.D.M.T. has explained to us that resale price maintenance can
be collectively enforced by either the “ black list ” or the * white list ™ method,
1.e., by manufacturers agreeing either to withhold supplies from certain named
dealers or to supply certain named dealers only. The A.D.M.T. decided to
adopt the second method, based on the agreement by manufacturer members
to supply only through dealer members. The Association claims that this
method has the advantages that the detection of breaches is made possible
by inspection of books by impartial persons (such as the A.D.M.T.’s Secretary
or accountants), that the penalty can be made to fit the circumstances of
each case, so that many comparatively trivial breaches are effectively dealt
with by a reprimand or a small fine, and that the number and kind of
distributors can be controlled. The A.D.M.T. adds that the pressure of
opinion within the Association is strong enough to ensure a certain standard
of conduct on the part of its members, the standard exacted being accepted
in exchange for the protection afforded by membership.

200. The other half of the exclusive dealing arrangement, i.c., the under-
taking by dealer members to buy essential dental goods from manufacturer
members only, was originally explained (see para. 43) as a simple
quid pro quo for the manufacturers. The same explanation was offered by
a representative of the Association in evidence before the Committee on
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Resale Price Maintenance. Now, however, the A.D.M.T. has explained to
us this part of the arrangement in the following terms:—

“If a dealer undertakes by virtue of his membership of the Association to
abide by the Association’s Rules, he ought to be proiected against unfair com-
petition from persons who are not members of the Association whether they
are manufacturers or not, and the rule requiring dealers not to buy goods
from non-members is a necessary part of the price maintenance structure for
the protection of the general body of dealers against such competition by a
manufacturer who is not a member.”

201. An Association based on exclusive dealing must possess the power
to expel members and refuse applications for membership. The A.D.M.T.
takes the view that it is not in the public interest that all applicants who seek
admission should be automatically elected and it claims that the discretionary
power of the Council has, in fact, always been exercised reasonably and with
a full sense of responsibility, although it admits mistakes have been made.

202. According to the A.D.M.T.s representatives, the AD.M.T. was
formed to combat the effect of fifty years of price competition between dealers
which had gradually brought the industry to the brink of disaster. They claim
that by 1923, price-cutting had become so flagrant that very few concerns
would have been able to survive, had the A.D.M.T.’s system of collective re-
sale price maintenance not been iniroduced. Should resale price maintenance
become ineffective in the dental goods industry (and the A.D.M.T. for the
reasons given is convinced that it would, if the powers of boycolt should be
disaliowed), the A.D.M.T. maintains that there would be a rapid return to
unrestricted price-culting and the chaotic conditions which ruled when the
Association was formed. That would mean, in its view, the survival of two
classes only of dealers ; the financially strong who would be able to go on
cutting prices until their competitors were eliminated, and very small traders
giving no service and having practically no overhead expenses. These small
traders would deal only in pre-packed goods and therefore the distribution
of all other dental goods would become concentrated in fewer and fewer
hands. The A.D.M.T. thinks that in the end the manufacturers would either
have to accept dictation from a small monopoly group of the first class of
dealers or each manufacturer would have to set up his own distribution section.
The waste involved in the latter course is, in the A.D.M.T.’s view, obvious.

203. In any event, whichever course of action prevailed, the A.D.M.T.
asserts that there would be a general disorganisation of the whole manufac-
turing and distributing structure of the trade with a consequent failure to
provide the quality of product and service which is desired by and at present
afforded to the profession. The A.D.M.T. has laid emphasis, as have the
dentists themselves, on the special and varied needs of the profession, which
in turn necessitate a peculiarly specialised industry and distribution system.
Dental goods, it is convinced, can be satisfactorily distributed only by tech-
nically qualified and experienced persons. The present distribution system
which has evolved out of the long experience of those engaged in this trade
is, in the opinion of the A.D.M.T. members, the most satisfactory system
for this particular trade.

204. The A.D.M.T. stresses the fact that its arrangements do not include
any system for the fixing of common prices by manufacturer members and
that, although dealers are bound to observe the retail prices laid down by
each manufacturer member for his goods, competition exists between the
manufacturers, each of whom is free to fix his own prices and margins. As
has been pointed out in para. 64, the maximum cash and quantity discounts
laid down in the Regulations limit the manufacturer’s discretion in settling
these discounts for his products. The Association says that the control of
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quantity rates and cash discounts has the object of ensuring that the con-
cessions allowed should fairly represent the advantage gained from prompt
payment and quantity sales, and that quantity discounts should not be used
as a device to attract custom and encourage over-purchasing.

205, While the A.D.M.T. is confident that its past history and current
activities amply justify its continued existence in its present form, it has
offered to make certain changes in the Rules and Regulations. The A.D. Co.
has also put forward certain suggestions as to the form which any dental
trade association should take. Both sets of suggestions are summarised in
Appendix 28.

206. The proposals made by the A.D.M.T. do not all tend towards the
liberalisation of the Association’s rules—they include, for example, the sug-
gestion that in future members should be prohibited from selling to non-
members who are known price-cutters, even at retail prices, except on a direct
undertaking by the purchaser not to sell above or below the maintained
price—but they include the offer to give up certain penalties and to institute
some kind of appeal procedure for applicants for membership based on the
publication of certain of the requirements for membership which are now
purely matters for the discretion of the Council.

207. The A.D. Co. suggesis that the rules and regulations of a dental trade
association might well be strictly limited to what is necessary to maintain
manufacturers’ end prices; that the association should not have any rules
which appear to interfere in any way in the fixing of end prices and trade
discounts, that membership should be open automatically to all bona fide
dealers ; that the only penalties should be expulsion or suspension from the
association and small fines; that the rules should not hinder or appear to
hinder the acquisition as beiween dentists of secondhand equipment; and
that, if a system of supplies in quantity for hospitals is capable of develop-
ment without a substantial increase in administrative costs, no rule should
be permitted which would prevent hospitals obtaining goods in quantity direct
from manufacturers.

208. Some of these suggestions are in line with our own views, but they
would leave the essential features of the system unchanged.

CHAPTER 11: CONCLUSIONS ON THE PUBLIC INTEREST
IN RELATION TO THE CONDITIONS AND PRACTICES
FOUND TO PREVAIL IN THE INDUSTRY

209. We now come to item 3 of our terms of reference, namely, our duty
to report * whether the conditions in question or all or any of the things
done as foresaid operate or may be expected to operate against the public
interest . Under the terms of the Act we must have regard, amongst other
things, to the matters set out in Section 14 of the Act. Before proceeding
to this duty, we would emphasise that, whereas the conditions found to
prevail are matters of fact, our conclusions on public interest must necessarily
be matters of opinion. We are not asked to say whether the conditions
have in the past operated against the public interest, but whether they do so
now or are likely to do so in the future. We have felt that one of the most
important guides in this task must be the use and effect of the industry’s
practices and policies in the past and we have, therefore, described these
at length. We have to bear in mind, as regards the future, that the National
Health Service has created a new situation and, as regards the past, that
trading conditions have not been normal in the last few years.
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210. Under the National Health Service the Government are now, in
the last analysis, the purchasers of the large majority of dental goods, and
this gives the industry an assured and greatly expanded home market. It
is pointed out in Chapter 1, para. 6, that the total cost of dental materials
and equipment in 1949 was approximately £5,700,000 or about 10 per cent.
of the cost of the dental services. It follows that even a substantial reduction
in the price of dental goods would have only a small effect on the total cost
of the services. :

211. We have been impressed by the high sense of responsibility which
prevails throughout the industry for the provision of the best guality of goods
and of service to the dentist, and by the general satisfaction with the existing
situation expressed to us on behalf of the profession. Tt is clear that a
British industry which can, if necessary, function independently of imports
has been built up, and that it has coped remarkably well with the enormous
expansion demanded by the National Health Service. Nevertheless, we
consider that certain changes are desirable in the public interest.

212. We set out our conclusions under two heads:—

I. The position of the A.D. Group* as a concern supplying more than
one-third of the goods.

II. The practices for which the A.D.M.T. is responsible.

I. The A.D. Group

213. We wish to make it clear at the outset that our investigation into the
affairs of the A.D. Group has been carried out by us in accordance with our
statutory duty to report upon it as satisfying the conditions of the Act (see
Chapter 7, para. 141). The fact that an investigation has been carried out
does not imply that the A.D. Group is a monopoly in the ordinary sense.
Indeed, the Group supplies less than half the home market requirements.

214. The reputation of the Group’s products is high and its organisation
is clearly one which enables it to study and satisfy the needs of the profession.
It has made great contributions to the export trade and substantial additions
to this country’s manufacturing resources in the dental goods field. These
beneficial features are, no doubt, bound up in some measure with the large
and complex organisation of the A.D. Co. and its subsidiaries at home and
abroad. We have formed the opinion that the Group has used with
moderation the great power which it has derived from its substantial hold on
the market and the support afforded to it by the restrictive practices of the
ADM.T. In the following paragraphs we examine certain aspects of the
Group’s policy in detail and draw attention to certain features which are not
so clearly in the public interest.

215. We have noted some of the A.D. Co.’s restrictive agreements. Those
restricting the use of raw materials in favour of the Company are no longer
in force and we need only say of them that had they still been operative,
whether in writing or otherwise, we should have had to examine their effects
on the public interest. The agreements with the D.M. Co. and the §.5. White
Company of Great Britain relating to the sale of burs have recently been
entered into and are still operative. They include clauses which limit the
extent to which these two concerns, who are among the largest dealers in the
country, may stock burs not made by the A.D. Group, which, as we have
pointed out elsewhere, is the only manufacturer of burs in this country (see

S o= e R

* See Chapter 7, para. 140,
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Chapter 7, para. 149 and Appendix 26). The Group has urged, in justifica-
tion of these agreements, that they have guaranteed long runs of manufacture,
but the quantities of less than one million which appear to be envisaged in
each of the agreements represent only a very small part of the Group’s total
annual output of burs and, in any case, the quantity rebates provided for in
the agreements should go some way towards the encouragement of large
purchases.  The agreements do, however, tend to reinforce the Group’s
monopoly of burs in this country by hampering the sale of other burs by the
depots of the D.M. Co. and S.S. White.* The Group has stated the general
policy to which its retail subsidiaries conform in the matter of stocking
competing products in the following terms: —

* A.D. Company is only one of the many manufacturers of dental products
and one of the many agents for products of foreign and home manufacturers.
These are all competitive products and the retailer must stock all of them
El such quantities as his judgment or estimate of consumer preference

ictates.”

This general policy appears to conflict with the policy reflected in the agree-
ments with the D.M. Co. and 5.S. White and, if the latter policy were also
to be applied to the sale of competing burs in the Group’s own retail sub-
sidiaries, there would be restrictions on the sales of competing burs through
the retail outlets for about half of the total retail trade in dental goods ; and
this, we believe, might well be contrary to the public interest.

216. We now turn to the A.D. Co.’s agreement with the Dentists’ Supply
Company of New York and to the general policy for the production and
distribution of teeth which is connected with it. There are three aspects of
these arrangements, relating to the supply of teeth in the United Kingdom,
to which we must draw attention in considering the effect of the Group’s
policies on the public interest : —

(i) The concentration of all manufacture of teeth for wholesale distri-
bution by the Group (other than poured porcelain teeth) in the hands of the
Dentists” Supply Company and its subsidiaries, with the consequence that
the A.D. Group is debarred from manufacturing in its own factories not
only other kinds of porcelain teeth but also acrylic teeth. The Group’s
explanation of the origin of this arrangement is given at the end of
para. 156. The Dentists’ Supply Company has not yet evolved anacrylic tooth
for supply to the United Kingdom market and, had this country been depen-
dent on the A.D. Group for the supply of acrylic teeth over the last few
years, an enormous demand from the profession would have remained
completely unsatisfied. So long, however, as there is an adequate supply
of good quality acrylic teeth from other manufacturers in this country,
we do not think that much harm can result from the A.D. Group's depen-
dence on the Dentists” Supply Company in this matter. The main require-
ment is, in our view, that the Ministry of Health, as the Government
Department concerned with the supply of dental goods in this country,
should be aware of this self-imposed restriction on the manufacture of
porcelain and acrylic teeth by the A.D. Co.

(ii) The Group’s past action in regard to the supply to the United King-
dom market of teeth manufactured on the Continent (see para. 157). The
Group is in a position to exercise some influence on the import of teeth
into this country from the Continent, but we do not wish to comment
further on this, as this aspect of the Group’s arrangements forms part of
its general international trading policy, which is not covered by the terms
of our reference.

* We understand that burs comparable in price are already being imported from Sweden.
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(iii) The price level which has been maintained in this country for porce-
lain teeth marketed by the Group on behalf of the Dentists” Supply Com-
pany and its subsidiaries. The A.D. Group is the sole agent for these
teeth in this country and is, therefore, responsible for fixing the wholesale
and reiail prices. Further, the AD. Co. has a one-third interest in the
Dentists’ Supply Company itself. It will be recalled that the output of
Dentsply Ltd., the Dentists’ Supply Company’s subsidiary at Brighton,
together with the far smaller output of poured porcelain tecth®* from the
Group’s own factory, accounts for three-quarters of the total United King-
dom production of porcelain teeth. In our view the prices maintained in
this country for Dentsply and Dentists’ Supply Company teeth are too high,
and we believe that a substantial reduction in the retail prices of these
teeth is desirable in the public interest.

217. The representatives of ithe Group have argued that the trading profits
of the Group must be looked at as a whole, and they have called our attention
to the reasonable general level of profits achieved in 1948. For the reasons
given in Chapter 7, para. 148, we think it probable that the level was higher
in 1949. In any case, however, we do not consider that the high net profits
made by the Group on its sales of the sole-agency teeth at the wholesale and
retail stages in 1948 can be justified by reference to the overall position,
particularly when regard is had to the additional profits accruing to the A.D.
Co. through its interest in the manufacturing concern, and to the influence
which the prices fixed by the Group must have on the general price level for
porcelain teeth and indirectly for acrylic teeth. The A.D. Group allocates
its distributing expenses amongst the various products which it sells. On the
basis of this allocation its wholesale and retail net profits on teeth bought
from Dentsply Ltd., Brighton, and from the Dentists’ Supply Company,
New York, for sale in the home market were as follows in 1948: —

Per cent. on sales

Wholesale Retail
A.D. Group's net profit on teeth bought from

Dentsply Ltd., Brighton ... 18-6 12:9
A.D. Group's net profit on teeth bought from
Dentists” Supply Company, New York ... 20-2 14-7

218. Turning to the manufacturing stage, we recall that the net profits
taken by Dentsply Ltd., Brighton, on their sales to the Group were 29-1 per
cent. on sales in 1948, representing 545 per cent. on capital employed, and,
in 1949, 32-4 per cent. on sales, representing 86°3 per cent. on capital
employed. These profits, we consider, are unnecessarily high. We note that
A.D. Co.’s agreement with the manufacturers lays down the rate of profit to
be aimed at for the manufacturers on the sale of teeth, but it also provides
that, in fixing the manufacturers’ prices, account is to be taken of the economic
and political conditions of the countries covered by the agreement. We
conclude that the reduction in Dentsply Ltd.’s factory prices, which we believe
to be necessary, can be effected within the terms of the agreement.

219. Under Section 7 (2) of the Act we have considered what action should
be taken in respect of the A.D. Group. We recommend that the Group itself
should reduce the prices of the sole-agency porcelain teeth and should
reconsider its arrangements for the distribution of burs in the light of this

report.

* See para. 159,
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Il The practices of the A.D.M.T.

220. We have stated in earlier chapters that the A.D.M.T. is an association
of manufacturers and dealers controlling nine-tenths of the retail supply of
dental goods in this market, and that we consider that it restricts competition
within the meaning of Section 3 of the Act. The chief practices which we
have found to restrict competition and to be operated by the A.D.M.T. are
the following : —

(i) agreement by dealer members to maintain manufacturers’ end prices
(Regulation 8) ;

(ii) agreement by manufacturer members to fix the resale prices of all
dental goods (Regulation 2) ;

(iii) agreement by manufacturer members to sell dental goods only
through dealer members (Regulation 66) ;

(iv) agreement by dealer members to buy essential dental goods (in fact
practically all) from member manufacturers only (Regulation 68);

(v) agreement by both on penalties for breaking the agreement, the most
important of which is the power to expel a member from the Association
and to impose a collective boycott (Rule 11 and Regulation 67);

(vi) discouragement of all competition between dealers except in the
quality of service ;

(vii) limitation of membership in such a way as to make entry both into
manufacturing and dealing difficult, and also so as to impose on the trade
(both manufacturers and distributors) a particular specialised character ;

(viii) the taking of power to impose penalties on members using “ unfair
means in competition or trading ™ (Rule 11 (2)), the decision as tcr what is
unfair falling to be made in each case as it arises.

221. All these practices obtain their force and effectiveness through
exclusive dealing and the collective boycott. By the first of these two general
terms we mean the provisions contained in Regulations 66 (no member to
supply dental goods to non-members except at retail prices) and 68 (no
member to buy essential dental goods from non-members except under special
permit from the Secretary), which are in effect a permanent boycott of non-
members ; and by the second, the potential boycott of members contained in
Regulation 67 (no business to be done with members who have been expelled)
and in the powers in Rule 11 to expel a member from the Association either
permanently or temporarily (Rule 11 (1) (i) and (ii)), to place a member or
non-member on the stop list (Rule 11 (1) (iii) and (5)-(12)) and to reduce a
member’s trade discount (Rule 11 (1) (v)).

222. The broad effect of these provisions is: —

(@) that dealers covering nine-tenths of the trade may not buy from

any manufacturer who does not wish or is not allowed to join the
ADM.T.;

(b) that manufacturers covering nearly nine-tenths of the whole trade
may not sell to any dealer who does not wish or is not allowed to join
the A DM.T.;

(c) that, if they break any of the A.D.M.T.’s rules, manufacturer or
dealer members can be boycotted by an overwhelming majority of the
trade ;

(d) that a manufacturer or dealer cannot leave the A.D.M.T. through
disagreement with its rules or method of government without losing most.
of his business and so risking his livelihood.
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223. The Rules and Regulations cited in para. 221 may, in our opinion,

be expected to operate against the public interest for the following main
reasons: —

(i) To keep individuals out of the trade or to restrict them to a very small
section of the trade because they do not wish or are not permitted to join
the Association, and virtually to threaten to exclude members from nine-
tenths of the trade if they leave the Association seem to us to be practices
and powers involving an extreme interference with the freedom of the subject
to carry on any lawful business.

(i1} To deprive a member of most of his business (or to threaten to do so0)
if he breaks a trade association rule or agreement seems to us to be an
extra-legal penalty which would be out of proportion to the seriousness of
the breach, even where the rule or agreement itself might be in the public
interest ; a fortiori it is contrary to the public interest where the rule or
agreement broken is itself not in the public interest.

(ii1) The risk to the public interest arising from the other rules and agree-
ments is considerable when exclusive dealing and the collective boycott are
employed to enforce them. When an association covering so large a
proportion of the industry arms itself with these far-reaching powers, it
becomes self-perpetuating because of the risk involved in leaving it, and there
is no adequate safeguard to prevent it from restricting competition to an
extreme degree, maintaining prices and margins at unnecessarily high levels,
hampering the development of any progressive makers or traders outside the
association and restraining and restricting innovations in methods of
distribution by its members.

224. These undesirable results are possible. How far they have occurred
or have been avoided we have endeavoured to establish. If we emphasise
here that we have not found any very great abuse of the powers of the
ADM.T., we must also emphasise that, in our opinion, this is a tribute to
the moderation of the men who control it, rather than to the nature of its
Rules and Regulations.

225. It has been seen in Chapter 5 that the A D.M.T. claims the right by
means of the grant or refusal of membership to screen entry into the industry.
To achieve this the only powers needed (granted the fact that the Association’s
membership covers the bulk of this trade) are the power to grant or refuse
membership, which rests in the Council, and the rule that business may not
be conducted with non-members (except for sales at retail prices). We have
no doubt that the A.D.M.T.’s hold on the industry is strong enough to make
it very difficult indeed for those refused membership to obtain a foothold in
the industry. We have particularly noted (see Chapter 6) that even so large
a concern as I.C.I. found it necessary to enter the A DM.T. and to submit
to its rulings in order to obtain distribution of its goods through the dental
trade, and we have described there how the power of the Association was
used to confine so far as possible the production and distribution of certain
dental goods to its members.

226. We note that of the applicants for membership since 1935 (excluding
as regards dealer applicants the war years when special considerations
applied) nearly half of the manufacturer applicants and nearly two-thirds
of the dealer applicants were refused (Chapter 5, paras. 88 and 91). The
qualifications for membership, laid down in Rule 4, are not exhaustive since
the Council has a final discretion, and in Chapter 5 we have examined the
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A.D.M.T.'s policy and practice on this matter in relation beth to individual
cases and to the reasons for the rejection of applicants given to us by the
A.D.M.T. in evidence. It is not easy to set out the policy clearly as there
are inconsisiencies in iis application. Examples of the working of this part
of the A.D.M.T.'s policy are given in the chapter referred to above. We
note here only the following: —

As regards manufacturers that—-

(@) until 1947 Ordinary manufacturer membership was reserved to
manufacturers solely engaged in the production of dental goods, other
manufacturers being obliged to accept Affiliated membership with no voting
rights, or to appoint sole agents, unless (as in the case of I.C.I.) a special
exception was made for them ;

(b) even now concerns engaged “ in a trade allied to the dental trade ™
are eligible only for Affiliated membership which carries certain disabilities,
in particular that the concerns may not deal direct with the profession ;

(¢) the AD.M.T. claims, and has exercised, the right to reject would-be
manufacturer entrants on the ground of the alleged sufficiency of supplies ;

(d) the AD.M.T. claims the right to examine the products of would-be
manufacturer entrants and to reject applicants on the grounds of the quality
of their products (in fact, in the one case of rejection on the grounds of
quality which has come to our notice, the quality check was not a scientific
one and the manufacturer was not prevented from distributing the article
in question through an existing member of the A D.M.T. acting as a sole
agent)

(¢) no new manufacturer of acrylic teeth has been admitted to membership
of the A.D.M.T., though some new manufacturers have been permitted to
distribute through sole agents who are members.

As regards dealers that—

(f) only one concern wholly new to the trade has been admitted as a
dealer member since 1935 ;

(g) membership has been refused to surgical instrument dealers and
chemists on the grounds that they belong to another trade (notwithstanding
that one at least of these of standing and repute at one time dealt in
certain kinds of dental goods) ;

{(h) the A.D.M.T. has claimed throughout the right tﬁ refuse applica-
tions from members of the dental profession, under which they include
laboratories ;

(/) the A.D.M.T. states that control of dealer membership could be
used to prevent what it would consider to be an uneconomic increase in
the number of dealers, although the control has not so far been used for
this purpose.

227. The AD.M.T. maintains that, while mistakes have been made in the
handling of individual cases, its policy on admitting and rejecting applicants
on the various grounds set out in Chapter 5 has been carried out in the
interests of the applicants and has not been contrary to the public interest.
We do not share this view. In our opinion the A.D.M.T.s policy and
practice in this respect cannot be expected to achieve (in the words of
Section 14 of the Act) * the organisation of industry and trade in such
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a way that their efficiency is progressively increased and new enterprise is
encouraged . The limitation of dealer membership to those dealing in dental
goods alone discourages experimenis in other methods of distribution. The
discouragement offered to new manufacturers is liable to impede the intro-
duction and promotion of new materials and equipment, an effect which is
particularly undesirable in an industry serving the needs of public health.

228. We are not competent to judge whether the A.D.M.T.’s conception
of the type of specialisation required for the manufacture of dental goods
is likely to be the most efficient. Nor do we feel that it is necessary, or
indeed possible, for us to pronounce on the question whether the type and
standard of service given to the dentist is the best in the public interest,
having regard both to the need for an economical use of the national resources
and to the dentists’ requirements. But we do not think that it is in the
public interest that the pattern of the industry should be imposed, or that
entry into this expanding industry, in a market assured and protected through
the National Health Service, should be limited or controlled by members
of a trade association.

229. The collective enforcement of resale price maintenance is achieved
by the agreement of dealers to maintain end prices (para. 220 (i)), the agree-
ment of manufacturers to sell only through dealer members (para. 220 (iii)),
and by powers of boycott (para. 220 (v)). Our main objection to the collective
enforcement of resale price maintenance lies in the fact that, in the view of the
A.DM.T., it can only be made effective if there is exclusive dealing and the
power of boycott, to which we have already set out our objections. There
are also other objections to the system operated by the ADM.T. In its
simplest form resale price maintenance implies no more than the protec-
tion of the end prices of manufacturers’ brands, and it is as such that it
has primarily been justified to us by the AAD.M.T. But in this trade it has
been developed into a complete system for the restriction of competition
between dealer members of the A.D.M.T. and for the protection of their gross
margins and net profits. It has also afforded a general protection for the
level of manufacturers’ prices. We illustrate these points under headings
{(a) to (&) below: —

(@) By a gradual process a point has now been reached at which any
form of competition between dealers which could, by any stretch of the
imagination, be regarded as a form of price cutting or as * excessive
services 7, whether or not price cutting is its main effect, is prohibited.
Dealers are controlled by rules laid down by the A D.M.T. in the terms
they may give for hire purchase and for the grant of credit to their customers,
in the prices they may offer for secondhand goods and the prices at which
they may resell them, in the giving of samples and in sales on approval,
in charges for the loan and installation of equipment, and even in such
small matters as the supply of prepaid business reply cards to customers.
The result is that little initiative is left to the individual dealer. The
A.D.M.T. decides what is and what is not * excessive 7 service, and (except
in so far as those dealers who are also manufacturers can be regarded
as taking part in the price competition which exists between manufacturers)
dealers are restricted to competition in the quality of the permitted types of
service,

(b) Though there is no agreement to maintain margins at any particular
level, the A.D.M.T. does not dispute that it is its object to maintain existing
margins and it informs us that dealers’ gross margins remained at about
the same level as a percentage of selling prices throughout the years 1923
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to 1938. We are convinced from our examination of the history of the
A.D.M.T. that the Council has brought influence to bear on new manu-
facturer members to keep dealers’ margins at the levels * generally adopted
in the trade ™. Gross percentage margins, however, have been substantially
reduced since the war and in 1948 they were considerably below those in
1938. Asis shown in Appendix 8, the average net profit carned by dealers
in 1948 was 8-2 per cent. on sales. It appears from the small sample of
dealers’ results which we have been able to obtain for 1949 that, owing
to the very big increase in turnover in that year, the net profits of dealers
increased substantially in relation to sales, although the gross margins were
somewhat reduced (see Appendix 9). We are informed that the 1948 figures
and, a fortiori, the 1949 figures of net profits were higher than those obtained
in previous vears because of the introduction of the National Health Service
in July, 1948. We think that given a continuance of favourable trading
conditions further reductions in gross margins ought to be made.

(c) It seems clear that in this industry the system of collectively enforced
resale price maintenance has had the effect of buttressing the general level
of prices ;: manufacturers themselves claim that part of the value of resale
price maintenance to them lies in the fact that, if dealers compete in
price, the result very soon is a request for increased discounts (i.e., for
a reduction in the manufacturer’s price). Moreover, manufacturer members
have a protected outlet through member dealers for their products. We
refer in Chapter 8 to manufacturers’ costs and profits. Manufacturers’
profits on porcelain and acrylic teeth, and on acrylic denture-base materials
and dentine, are in our view too high. Taken together, these products
represent about one-third of the value of the total supply of dental goods.
No doubt the profits made on these products are accounted for in part by
the rapid increase in sales due to the National Health Service, and, in the
case of acrylic products, by the fact that normality in trading conditions in
these relatively new materials has not yet been reached. Where, however,
there exist special circumstances which support the price level, it is all the
more necessary in the public interest that added protection should not be
given to this level by restrictive practices.

(d) The discounts to consumers which have been laid down by agreement
through the A D.M.T. were, in fact, gradually reduced over the years 1924
to 1939, Examples are the reduction in the maximum cash discounts which
might be given to any customer, the reduction in the discounts which might
be given to hospitals, and the denial of any special discount to non-
voluntary hospitals from 1927 to 1947 (see Chapter 4, para. 66). The
E;lisr.iu;tigls for hospitals were raised again and were given to all hospitals
in :

(e) The A.D.M.T. has taken energetic action to discourage dentists’
co-operatives, of which there are successful examples on the Continent (see
Chapter 5, paras. 79 to 81) and its representatives have maintained strongly
to us in oral evidence that it is contrary to the interests of the members
to allow such co-operatives to develop. The general power to impose
penalties on members for using unfair means in competition or trading
(para. 220 (viii) ) was used to support the action taken on this point.

230. We do not on balance see any objection in this particular trade to

the individual manufacturer maintaining the end prices of his goods when
he so chooses. But we do not think it is in the public interest that he should
be forced to fix end prices in every case (see Chapter 4, para. 62) or be
limited by agreement with other manufacturers and dealers in the maximum
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discounts which he may allow to hospitals and other large buyers. It is
contrary to the rules of the A.D.M.T. for hospitals to be supplied with goods
at wholesale prices, however large their purchases and whether or not they
are prepared to buy direct from manufacturers. Some years ago, 1.C.I. made
strong representations to be allowed to supply hospitals at larger discounts
than were permitted by the AD.M.T. and were refused ; further the A.D.
Co. has suggested to us that the A D.M.T.’s rules could possibly be altered
to permit of hospitals buying on trade terms (Appendix 28). A similar
point arises in relation to dentists’ co-operatives, which we mention in para.
229 above. We think that the A.D.M.T. should eliminate from its Rules,
Regulations and policy any provisions which either prevent manufacturers
from selling to users who are prepared to take delivery in relatively large
quantities (such as hospitals or dentists’ co-operatives) at the prices applicable
to the dealers for such quantities, or prevent distributors, if they so wish,
from making general price reductions to users by means of a dividend or
other method which does not single out the goods of particular manufacturers.

231. The AD.M.T., and so far as we know all its members, regard exclu-
sive dealing and the collective boycott as essential to the maintenance of
individual manufacturers’ resale prices. It may be that some manufacturers
would have difficulty in ensuring that the resale prices of their goods were
maintained if it were not for these provisions, but we are not convinced that
this would be so and. in any event, we do not think that this possibility
can iustify the continuance of the present svstem. The A.D.M.T.’s repre-
sentatives are greatly influenced by the fear that. without collective enforce-
ment. resale price maintenance would become ineffective over a laree area
and that there would be a rapid return to the conditions which ruled when
the A.D.M.T. was formed in the earlv 1920°s. We are not disnosed to
follow the representatives of the A D.M.T. all the wav in their interpretation
of the past (see Chapter 3, para. 47) but, in anv case. the conditions of to-day
are entirely different. 1In particular, the National Health Service has greatly
expanded the home market for dental goods and protects it in a special
way aecainst the ups and downs of trade. Whatever, therefore. may have
been the situation when the A D.M.T. was formed. we are convinced that
the powerful sanctions built un by it durine the 27 years of its life are not
necessary to the health of the industry of to-day.

232. We have set out our views as to the extent to which the practices of
the A.D.M.T. may be expected to operate azainst the public interest. We are
not reaquired by the Act to sucgest remedies in our renmort but we are
emnowered to do so. if we think fit, after having considered (as we are
enioined to do) what these micht be. The Act indicates that remedial
action may come from the Government or the parties themselves and be taken
under the special procedure laid down in the Act, or otherwise.

233. We recommend that the ADM.T. should review its Rules. Reeula-
tions and policy and revise them in the light of this report: and that its
members should revise those prices and terms of sale which we have criticised.
- As rerards action having statutory force. it seems to us better to remove a
few vital features of the present svstem rather than to attemnt to elaborate
a code of prohibitions aimed directly at each and every practice which is not
wholly desirable. Almost every practice which in our view onerates or may
be expected to operate against the public interest rests fundamentally for
its enforcement on exclusive dealing and collective boycott. We recommend
that these practices of exclusive dealing and collective boycott should be
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prohibited. 'We recognise, however, that it must be for Parliament to
consider, in the light of the findings made, for example, by the Lloyd Jacob
Committee (which clearly indicate that similar practices are operative over
a wide range of industry), whether legislation confined to this particular
industry should or should not be enacted.

R. H. A. CARTER (Chairman)
C. N. GALLIE

FREDERICK GRANT (Subject to the
reservation below)

Joan RoOBINSON
H. L. SAUNDERS
GORDON STOTT

JosiaH WEDGWOOD (Subject to the
reservation below)

R. E. YEABSLEY*
A. KILrOY,

(Secretary)
3rd November, 1950

234. We sign this report subject to the following reservation as regards
para. 233. We feel that it is our duty to express in explicit terms the views
which we have formed concerning action having statutory force. The
practices of exclusive dealing and collective boycott, which the Commission
have found to exist in this industry, are not peculiar to this industry or
exceptional in their character. It is common knowledge that similar practices
are carried on, in one form or another, in other industries. The fact that
this industry is the subject of our first report has no significance, and it is
not a large industry. Further the Commission find that there has not been
any very grave abuse of the AD.M.T.’s powers. In these circumstances,
although the Act makes provision for ad hoc legislationt against a single
industry, we are of opinion that it would be wrong to enact ad hoc legislation
against this industry ; but we would not recommend its exemption from any
general legislation which may be passed to deal with such practices as exclusive
dealing and collective boycott.

FREDERICK GRANT
Josian WEDGWOOD

* Sir Richard Yeabsley left this country before the rt was completed. Some evidence
was received after his departure and was communicated to him together with alterations to
the provisional draft report proposed since he left. He has authorised the affixing of his
signature to the Report in its final form.

t By Statutory Instrument approved by Resolution of each House of Parliament (see
Section 10 of the Act). '
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REGULATIONS AS TO TrADING made pursuant to Rule 8 (2)

RULE ONE
MaMEe aND OFFICE

The name of the Association shall be * THE AssociaTioN oF DENTAL MANUFACTURERS
AND TraDERS oF THE UniTEp KincpoMm " which expression shall here throughout
these Rules be deemed to include Eire. The Office of the Association shall be at
14, Clifford Street, London, W.1, or such other place as may from time to time be
appointed by the Council.

RULE TWO

DEFINITIONS AND INTERPRETATION

In these Rules and in any Regulations made pursuant thereto the following words
and expressions shall have the meanings respectively assigned to them:—

“The Association™ shall mean The Association of Dental Manufacturers and
Traders of the United Kingdom.

*“The Office” shall mean the Office for the time being of the Association.
*The Trade™ shall mean the business of Dental Manufacturers and Traders.
“* Members ™ shall mean a Member (of whatever section or class) of the Association.

* Dental Goods™ shall mean dental instruments, materials, appliances and equip-
ment of all kinds.

* Dealer Member ™ shall mean and include a Member in Class A and (in relation
to his activities as a Dealer as defined in Rule Four) a Member in Class C.

“ Manufacturer Member " shall mean and include a Member in Class B and (in
Ellnti%l to his activities as a Manufacturer as defined in Rule Four) a Member in
ass C.

and save where the context otherwise requires the singular includes the plural and
vice versa and the masculine includes the feminine and vice versa.

78
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RULE THREE

OmECTS

The objects of the Association are: — \

(a) To impose such restrictive conditions on the conduct of the Trade as may be
deemed expedient by the Association.

(b) To provide through its Members, for the adequate supply of Dental Goods
lo ensure the proper maintenance of Dental Service.

(c) To consider all matters affecting the protection and general interests of Members
and of the Trade generally, and to take such action as may be deemed advisable
to safeguard and advance such interesis.

{d) To encourage and maintain a high standard of conduct, to combat unfair
practices, and to encourage efficiency among its Members.

() To assist in promoling the advancement of Dental Science.

(f) To assist any Member who may be engaged in enforcing any object or principle
deemed by the Association to be for the benefit of the Trade.

(g) To resist any action or proposal deemed by the Association to be inimical to
the best interests of the Trade.

(h) To establish a British and Foreign Information Bureau available io Ordinary
hgemhers upon payment of a fee to be prescribed by the Council for the purposes
of: —

(i) Furnishing privately to Ordinary Members information of a like nature to
that obtainable through ordimary inguiry offices;

(i) Keeping a register of persons practising dentistry in the United Kingdom ;

(ili) Keeping a register of Manufacturers of and/or Dealers in or agents for the
sale of Dental Goods in the United Kingdom and other countries.

(f) To publish a Trade Journal and other literature.

() To organise and hold Manufacturers’ and Dealers’ Exhibtions, and disseminate
propaganda in anv form.

(k) to create and administer a Benevolent Fund.

() To hold, purchase, take upon lease, sell, exchange, mortgage or lease land.
(m) To borrow moneys, with or without security.

(n) To raise funds for hospitals and similar institutions.

(¢) To provide pensions for or make grants to employees or ex-employees of the
Asspciation and their dependants,

{p) To organise or participate in Insurance Schemes for the benefit and con-
venience of Members or of employees of Members.

l'cil'} To do all such things either alone or jointly with any other Association or
body and to do either alone or jointly as aforesaid all such other things (including
affiliation to any other Association) as the Association may deem incidental or
conducive to the attainment of all or any of the above objects.

RULE FOUR

MEMBERSHIF

(1) There shall be two sections of membership: —
(a) Ordinary Members ;
{b) Affiliated Members.

(2) Those eligible as Ordinary Members shall be persons, firms or corporations
whose principal place of business or registered office (as the case may be) is in the
United Kingdom and who engage in the supply or manufacture of Dental Goods.

(3) There shall be three classes of Ordinary Members, viz.: —

Ciass A: DeaLErs being those who carry on business as dealers in Dental Goods
supplying direct to Retail Customers (but do not carry on business as manufacturers
of Dental Goods) and who carry on a dental depot or office with a proper business
address (being a building or part of a building used exclusively for or in connection
with the business of a dental depot) Provided that the obligation to carry on a
dental depot or office as aforesaid shall not apply in the case of any existing
Dealer-Member at the date of adoption of these Rules elected under previous
Rules although not carrying on such a depot or office.

10502 D3



80 THE SUPPLY OF DENTAL GOODS

Crass B: MaNUFACTURERS being those who carry on the business of the manu-
facture of Dental Goods (including for the E"r oses of these Rules those who are
the sole agents for the entiré ouiput for the IEll.lj:nitn:n:l Ringdom of Dental Goods
manufactured (whether in or outside the United Kingdom) by their Principals
under a written contract or contracis giving them an effective monopoly for a
substantial period of the Dental Goods the subject thereof) or who deal in goods
manufactured by other Members but put up under their own name, trade mark
or other distinguishing mark, but do not in either case carry on business as dealers
in Dental Goods (as above defined) except as regards the sale at full retail prices
of the goods manufactured by them.

Crass C: DeaLER MaNUFACTURERS being those who carry on business in such
manner as (o qualify them both for membership of Class A (save in regard to their
not carrying on business as manufacturers) and of Class B (save in regard to their
not carrying on business as dealers except as aforesaid).

(4) Wotwithsianding anything hereinbefore contained an applicant for Ordinary
Membership in Classes A or C though not carrying on business as a dealer shall be
deemed lo gualify for membership (in relation to his fropvsad activities as a dgalﬁrg
if he satisfies the Council that he intends to open and carry on a properly eguippe
dental depot with a proper business address as aforesaid within one month of
election as an Ordinary Member and is possessed of a trading capital of not less
than £3,500 or, in the case of an applicant who is at the date of application for
membership actively engaged in the Trade or has been previouslf so engaged for a
period of not less than five years, of such lesser sum (not being less than £1,000) as
the Council in its absolute discretion shall determine in each case.

(5) An Ordinary Member having been admitted as such in any of the above-named
Classes may apply for transfer to and if qualified be admitted to membership of any
other class, but no Ordinary Member shall engage in any branch of the trade other
than that of the Class of which he is for the time being a Member.

(6) Those eligible as Affiliated Members shall be persons, firms or corporations who
have their principal place of business or registered office (as the case may be) in the
United Kingdom, and are engaged (otherwise than in the manufacture of or dealing
in Dental Goods) in a trade allied to the Dental trade and who supply the Trade.

(7) No Co-operative Society, whether registered under any Act of Parliament or
not, shall be eligible for membership.

{(8) The election or transfer of any person, firm or corporation to any class of
membership shall be in the discretion of the Council which shall be entitled to require
from time to time any Ordinary Member to transfer from one class of membership
to another if in the opinion of the Council the nature of the business carried on by
such Ordinary Member renders such transfer desirable.

9 Eve?: applicant for membership shall sign an application for membership in
the terms following: —

B e s w i b e e e o T N
of
desire to become an Ordinary/Affiliated Member of the Association in
IAEE i and reguest you to register my/our name in the Register of

Members in that class subject to your Rules and Regulations {a copy of
which I/we have seen) which form part of the contract of membership
between mefus and the Association.

SIGNED .........c.i e B R e A T e p e e R R

Propofer .....ccceeeee. e hon 8 T A AR 8 R iR gy e T L S P WS RS DR
IR T [T et B g et it R e St e L e

(10) An applicant for membership in Class B on the ground that he is a sole agent
shall on request produce to the Secretary evidence salisfa;ctury to the Secretary of the
contract of agency or alternatively a Statutory Declaration in a form satisfactory to
the Secretary to the effect that he possesses an effective monopoly for a substantial
term of years for the Dental Goods for which he claims to be the sole agent.

(11) No Member shall be entitled to any benefit of membership until such Member
shall have paid his Entrance Fee and first Annual Subscription or such part thereof
as is for the time being payable.

(12) Any change in the control or proprietorship of any Member's business and (in

the case of a Company) in the Directorate of a Member shall be communicated by
such Member to the Secretary as soon as possible and in any case not later than seven
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days after such change. If the Council shall consider that such change is detrimental

or likely to be detrimental to the interests of or is designed or likely to defeat the

g}:jecﬁ of the Association it shall by resolution terminate the membership of such
EMmber.

{(13) (a) If any Member shall be in control of or controlled by or otherwise in the
opinion of the Council allied to a non-member person, firm or corporation directly
or indiret:ﬂl\; interested in the Trade such Member shall be responsible for the
observance by such non-member of all Rules or Regulations of the Association for
the time being in force in relation to all matters of trading concerning Dental Goods
and any breach of such Rules or Regulations by such non-member shall be deemed
to be a breach by such Member and entail upon such Member all the consequences
of a breach by such Member.

(b) Without prejudice to the generality of the foregoing a Member (being a Company)
shall be deemed to be allied to a non-member company if any Director of the Member
shall also be a Director of the non-member.

RULE FIVE

CESSATION OF MEMBERSHIP
(1) Membership shall cease—

(@) If the Member being a corporation be wound up (except for the purposes of
reconstruction) or dissolved ;

(b)) If the Member being a person die or become of unsound mind ; Provided
always that any person for the time being carrying on the business of such Member
whether as personal representative, legatee, committee, receiver, trusiee or purchaser
(from any person acting in a representative capacity) shall, on making application for
membership in the prescribed form be entitled if approved by the Council as a
Member to become a Member in the Class of the Member who has died or become
of unsound mind without payvment of any entrance fee and shall thereupon become
entitled to the benefit of any unexpired portion of any subscription paid by such
last-named Member ;

{c) If the Member being a person or firm become bankrupt ;

(d) If the Member being a person or firm make an assignment or enter into
an arrangement for the benefit of his creditors and the Council resolves that his
membership be terminated ;

(e) If the Member resign. A Member mav resign by giving one calendar month’s
notice in writing to the Secretary and the resignation shall take effect upon the
expiration of such notice provided the Member shall have then paid any subscrip-
tions due up to the time of such expiration ;

(f) If a Member having failed to pay his annual subscription or to make any
other payment to the Association within one month after the same shall have
become payable, the Council resolves that the membership of such Member be
terminated ;

(g) If the Council shall resolve under any power in the Rules contained that
the membership of a Member be terminated ;

(k) If the Council shall expel the Member under any power in the Rules con-
tained ; Provided always that in such case membership shall not cease unless and
until the period allowed by these Rules for appealing against the decision of the
Council to a General Meeting shall have expired without notice of appeal having
been given by the Member concerned or, notice of appeal having been given, the
appeal shall have been abandoned or the decision of the Council confirmed by a
General Meeting. -

_ (2) No person, firm or corporation having ceased to be a Member shall have any
interest in or claim upon the Association or its funds or any part thercof vided
that if the Council in its absolute discretion so determine a payment may be made
to any ex-member who has resigned or whose membership has been terminated by
_resolution of the Council (but not to an ex-member who has been expelled) of any
portion of the funds to which such ex-member would or might have become entitled
had he remained a Member. The amount of such payment (if any) shall be in the
absolute discretion of the Couneil.

(3) An ex-member having resigned or had his membership terminated otherwise than
by expulsion may be re-clected by the Council. An ex-member who has been expelled
shall not be re-elected save by resolution of a General Meeting. Any ex-member
rcm-tim}iad shall pay an Entrance Fee unless payment of such fee is waived bv the

ouncil.
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RULE SIX

FErs aND SUBSCRIPTIONS

(1) The Entrance Fee shall be Five Guineas for each Ordinary and each Affiliated
Member. Each Ordinary and each Affiliated Member shall also pay to the Associa-
tion an annual subscription the amount of which shall be fixed by the Council prior
to the election of such Member. The Council in fixing such subscription shall have
regard to the capital and estimated turnover of the business and the general status
of the proposed Member and may at any time and from time to time increase or
reduce the amount of any such annual subscription having regard to the said con-
siderations. Any such increase or decrease shall operate from the 1st day of May
next following the decision of the Council ; Provided that the minimum and maximum
annual subscription shall be : —

Min. Max.
For Members in Class A or B ... 10 guineas 250 guineas
For Members in Class C ... 20 guineas 400 guineas
For Affiliated Members ... 0 6 guineas 50 guincas

(2) Any Member (whether Ordinary or Affiliated) may appeal to the Association in
General Meeting against the decision of the Council fixing the amount of the Annual
Subscription to be paid by him and against any decision of the Council to increase
the amount of such Annual Subscription.

(3) All Annual Subscriptions shall be due in advance on the first day of June in
each year but may at the choice of the Member concerned be paid in two equal parts
on the first day of May and the first day of November.

(4) A Member may at any time increase his Annual Subscription.

(5) The Council may in its absolute discretion from time to time call upon the
Members to pay such sum or sums as the Council may think fit in addition to their
Annual Subscriptions provided that the calls in any one year shall not exceed in
any case 50 per cent. of the current annual subscription of a Member. Every Member
shall be liable to pay to the Association the call or calls so made upon such Member.
The said call or calls may be made either for general or for specific purposes as the
Council may think fit. S

REULE SEVEN

CoNSTITUTION OF THE COUNCIL

(1) For the %Enfzmi administration of the Association there shall be a Council which
shall ;gn;mt of nine persons elected by the Ordinary Members in manner hereinafter
prescribed.

(2) To qualify a person for membership of the Council he must be either
(@) An Ordinary Member ;
(b) A partner of a firm being an Ordinary Member ;
(¢} A director of a corporation being an Ordinary Member ;
() A person holding a responsible administrative position in the business of an
Ordinary Member and exclusively engaged therein ;
and must be resident in the United Kingdom.

(3) Not more than one person enga%led in the business of any one Member shall
be elected to the Council save that there may be so elected two persons engaged
in the business of a Member in Class C.

Sfll} A member of the Council shall cease to be such (otherwise than by retirement
as hereinafter provided): —

(a) If at any time he cease to be qualified for membership of the Council ;
(b) If he die or become of unsound mind or bankrupt ;
(¢} If he resign.

(5) All members of the Council shall retire annually at the date of Annual General
Meeting and shall be eligible for re-election.

(6) Any member of the Council who does not desire to stand for re-election shall
give three months’ written notice to that effect to the Secretary ; provided that where
the election of the Council is by Ballot at the Annual General Meeting notice that
any retiring member does not offer himself for re-election shall appear on the Agenda
for that meeting.
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(7) Three at least of the members of the Council shall be persons engaged in the
business of Members in Classes B or C, and the remaining members of the Council
shall consist of persons engaged in the business of Members in Classes A, B or C.

(8) In the event of only nine persons being nominated as hereinafter provided to
fill the nine seats the nine candidates shall be deemed to be elected without a ballot
being taken, provided three at least of such persons are persons engaged in the business
of Members in Classes B or C.

(9) Subject to the provisions of Paragraph (7) hereof the election of all members
of the Council shall Ec either by postal ballot of Ordinary Members or by ballot of
Ordinary Members present (in person or by proxy) at the Annual General Meeting
as the Council may from time to time decide. If the election is by postal ballot,
all votes shall be returned within seven days from the date of despatch of ballot
papers, which ballot papers shall be despatched fourteen days before the Annual
General Meeting. Votes received after that date shall be null and wvoid. [If by
ballot at the Annual General Mcctingﬁ the election shall be by the votes of the
Ordinary Members present (in person or by proxy) and voting,

(10) When more persons than there are vacancies to be filled are nominated for
election Ordinary Members shall whether on postal ballot or on ballot at the Annual
or any other General Meeting record on each ballot ﬁﬂper a number of votes equal
to the number of vacancies, no more no less. All ballot papers which do not record
a number of votes equal to the number of vacancies shall be null and void. This
piar?graph shall apply in the case of casual vacancies as well as in the case of Annual
elections.

(11) Every candidate for election as a member of the Council shall be nominated
in writing by an Ordinary Member and in the case of an annual election the nomina-
tion signed g],r such Member shall be delivered to the Secretary not less than 24 hours
before the date fixed for the election at an Annual General Meeting: Provided that
if the Council shall have decided that the election shall be by postal ballot such
nominations shall be delivered to the Secretary not less than one month before the
date fixed for the Annual General Meeting.

(12} If at any election of an Annual General Meeling the voling results in less
than three persons engaged in the business of Members in Class B or C being elected
the election shall be valid as to the six ipersnns engaged in the business of Members
in Class A receiving the highest number of votes and as to the elected person or persons
engaged in the business of Members in Classes B or C but invalid as to any others and
the vacancy or vacancies among persons engaged in the business of Members
in Classes B or C shall then be deemed to be casual and shall be filled as such.

(13) In the event of any ecasual vacaney occurring in the Council it shall be filled
in the following manner: —

(@) All Ordinary Members shall be notified within fourteen days of the vacancy
occurring, and nominations for the vacant seat shall be called for and shall be
submitted in writing to the Secretary within seven days of such notification.
Nominations received after such seven days shall be null and void.

{b) The election of a person to fill the vacancy shall be by postal ballot of
Ordinary Members or by ballot of Ordinary Members present (in person or by
proxy) and voting at a Special General Meeting (as the Council may from time
to time decide). If by postal ballot, all votes shall be returned within seven days
from the date of despatch of ballot papers and votes received after that date shall
be null and void.

(¢) The candidate elected to fill a casual vacancy shall hold office until the t
Annual General Meeting, but shall be eligible for re-election. s s

(14) If as the result of any casual vacancy the number of such members of the
Council as are persons eufagﬁd in the business of Members in Classes B or C shall
be reduced below three only a person engaged in the business of a Member in Classes
B or C shall be eligible for nomination for the vacancy.

(15) At each Annual General Meeting the Ordinary Members shall elect from among
the members of the newly elected Council a President, Vice-President and Honorary
Treasurer. Candidates for such offices shall be nominated by one Ordinary Member.
The election (in the case of more than one nomination for any office) shall be by
ballot of the Ordinary Members present (in person or by proxy).

{16) In the event of vacancies occurring in any of the offices of President, Vice-
President or Honorary Treasurer between two Annual General Meetings, the Council
shall elect persons to fill such vacancies from among their members and any person so
elected shall hold office until the next Annual General Meeting.
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(17) In the event of any t?ualil:rr of voling at any election whether annual or casual
and whether of members of the Council or of officers the election as between the
candidates receiving an equal number of votes shall be decided by lot.

(18) The President and Vice-President for the time being of the Association shall
be respectively the Chairman and Vice-Chairman of the Council.

{19) The Council shall have power at any lime to co-opt any person qualified to
be a member of the Council to serve upon the Council for such time as the Council
shall think fit, but in an advisory capacity only, and such person shall not vote at any
meeting of the Council.

{20) The members of the Council may meet together for the despatch of business,
adjourn and otherwise regulate their meetings, as they think fit. Questions arising at
any meeting of the Council shall be decided by a majority of votes of the members
of the Council present and voting. In the case of an equality of votes the Chairman
shall have a second or casting vote. A member of the Council may, and the Secretary
on the requisition of a member of the Council shall at any time summon a meeting
of the Council. .

(21} The Council may appoini Committees consisting of any number of its members
and may delegate thereto all or any of its powers under these Rules, and the acts and
resolutions of the said Committees shall to the extent of such delegation be deemed to
be those of the Council. The Council shall have power to instruct such Committees
as to the manner of conducting their business, and demand from them such reports as

the Council may require.

(22) For the purpose of any specific object the Council may also form any Special
Committee (but not delegate any of its powers thereto) for such period and upon
such terms as the Council may from time to time prescribe. The Council may appoint
any accredited representatives of Members to serve on any such Special Committee,
but at least one member of the Council and the Secretary of the Association shall be
members of every such Special Committee so appointed.

(23) At all meetings of the Council the quorum shall be five.

(24) The proceedings of the Council shall not be invalidated by reason of any vacancy
for the time being in the number of its members.

RULE EIGHT

Powers oF CousciL

(1) The general management of the Association shall subject to these Rules be vested
in the Council which shall have power, in addition to any specific power conferred
expressly or by implication by these Rules, to do all such things as it may deem
necessary or expedient to promote the objects of the Association.

(2) The Council shall be empowered to make Regulations governing the obligations
of Members of the Association in their transactions with each other and with non-
members but any Regulations s0 made and any addition thereto or amendment or
rescission thereof shall be subject to the same procedure as is required by these Rules
in connection with the amendments or rescission of these Rules and shall become
operative only under like conditions. When operative such Regulations shall be deemed
to have the same force as these Rules and any breach thereof shall be deemed to be
a breach of these Rules and shall entail the like consequences.

(3) The Council may at any time and from time to time issue Instructions in regard
to any matter not provided for or not fully provided for in these Rules or in any
Regulations for the time being in force and any infringement of or failure to comply
with any such Instruction shall be deemed to be a breach of these Rules and shail
entail the like consequences. Provided always that any Instruction so issued shall be
brought before the next succeeding Annual General Meeting for incorporation in the
Rules with or without amendment and if not so incorporated the Instruction shall cease
to be operative and shall not be reissued.

(4) Any such Instruction may govern (infer alia) the inauguration and administration
of any quota system designed to provide for the equitable distribution amongst Dealer-
Members of any Dental Goods or Class of Dental Goods.
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(5) The Council, or any person who shall be authorised by it, shall have power to
bring or defend, or cause to be brought or defended, any action, suit, prosecution or
complaint in any Court in matters affecting the Association or its. Members.

(6) The Council may pay such travelling or other expenses as may be incurred from
. time to time by members of the Council or any person co-opted thereon or any person
appointed to serve on a Special Committee.

(7) All matters discussed or eonsidered at Council Meetings or at Committee or Sub-
Committee Meetings or at informal meetings or sections of the Trade shall be considered
to be strictly private and confidential, and shall not be disclosed or communicated either
verbally or in writing to anyvone except by the President or Secretary of the Association,
or when necessary privately and confidentially, by Members to their co-directors,
partners. managers Or secretaries.

(8) The Council, in all cases where these Rules are ambiguous, shall have power to
interpret their meaning and such interpretation shall be binding on the Association and
all the Members.

RULE NINE

OFFICERS

(1) The Council shall appoint, with power to dismiss, a General Secretary to the
Association (herein called * the Secretary ™). His duties shall be:—

{a) To attend all General Meetings, Council and Committee Meetings of the
Association, and to keep a record of the proceedings at each meeting. Such records
shall be open at all times to any member of the Council, but not to Members of
the Association except so far as such records relate to proceedings of General
Meetings of the Association.

(b) To receive complaints from Members as to infringement of the Rules and to
make such inquiries and investigations as may be necessary.

{c) To do all such other things in the interest of the Association as may from
time to time be directed by the Council.

{(d) To keep a Bureau of Information and to answer all enquiries made by
Ordinary Members. For everv such enguiry a Member shall pay to the Association
a fee of 1s., or for a book of 25 enquiries the sum of One Pound (£1). Provided
that no information of a private or confidential nature or with regard to credit
which is supplied by the Association must be-communicated either verbally or in
ﬁmhﬁ to anyone except other Ordinary Members or to the staff of the enguiring

ember.

(2) The Council shall have power to appoint any other Officer whose services
are considered necessary for the due carrying out of the objects of the Association
ang to dismiss any Officer so appointed, and to engage and dismiss all necessary clerks
and servants. :

(3) The remuneration and other terms of employment of the Secretary and any
such other Officer as aforesaid and of all clerks and other servants shall be fixed by the
Council.

(4) The accounts of the Association shall be audited annually by a professional
Auditor, who shall be elected at the Annua! General Meeting.

RULE TEN

GENERAL MEETINGS

(1) There shall be an Annual General Meeting at such a place and on such a
date as the previous Annual General Meeting may decide, or failing such decision,
as may be decided by the Council. The Secretary shall give all Members one
month’s preliminary notice of the date and place of the Annual General Meeting,
and within seven days from thie date of this notice Members shall notify the Secretary
in writing of any business they desire to appear on the Agenda. The Secretary shail
issue the Motice and Agenda for the Annual General Meeting to all Members not less
than seven days before the date fixed for such meeting.
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(2) General Mﬂtings, other than Annual General Meetings (herein called * Special
General Meetings ™) shall be held at such time and place as the Council may from time

to time direct.

(3) Emergency General Meetings may be called by the Council, the President or a
majority of Ordinary Members.

(4) All Meetings (except Emergency Meetings) shall be called by seven days' notice,
h!EJt Emergency Meetings may be called at twelve hours’ notice if necessary by
telegram.

{5) (@) The guorum for any General Meeting shall be twenty-five per cent. of
the Ordinary Members for the time being (present in person or by representative,
but not by proxy) save that in the case of a General Meeting called for the purpose
of an appeal against a decision of the Council, the gquorum shall be not less than
15 Ordinary Members present in person or by representative (but not by proxy)
exclusive of members of the Council, and of the complaining Member (if any) and
the Member complained of.

(h) If within half an hour after the time appointed for a General Meeting a quorum
be not present the meeting if convened by a majority of Ordinary Members shall be
dissolved. In any other case it shall stand adjourned to the same day in the
next week at the same time and place and if at such adjourned meeting a quorum
be not present those Members who are present shall be deemed to be a quorum.

(6) The President of the Association, or in his absence the Vice-President, shall
take the chair at every General Meeting except as otherwise provided in these Rules.
If neither are present within fifteen minutes after the time appointed for holding
the meeting, the Ordinary Members shall choose one of their number to be Chairman.

{7) Only matters duly notified on the Agenda of an Annual General Meeting,
Special General Meeting or Emergency General Meeting can be voted upon and
decisions thereon shall become operative on receipt of written notification by post
from the Secretary. Provided that matters brought forward under the heading of
“ Other Business™ can be dealt with and voted upon, but before any decision ean
become operative it shall be submitted to all Ordinary Members for approval or
otherwise, by postal ballot, or at a Special General Meeting specially convened.

(8) Resolutions shall, save as otherwise provided by these Rules be passed by
a majority of the Ordinary Members present in person or by representative or by
proxy and voting. In the case of an equality of voting the Chairman shall have a

easting vote.

(9) (g) Every Ordinary Member shall be entitled at a General Meeting to one
vote (except a Member in Class C who shall be entitled to two votes) which must
be given by a Member in person or a Partner in or Manager of a firm or a Director
or other officer duly authorised in writing of a company, or alternatively, by a
duly authorised representative of the Member who shall vote under a Proxy in form
herein or hereby authorised which shall be valid only if given to an Ordinary Member.
Proxies must be properly stamped with a 1d. stamp and (save in the case of temporary
Proxies) must be deposited with the Secretary not less than twenty-four hours before

the Meeting.

If any person present and entitled to vole in person at a General Meeting shall
for any reason desire to leave the Meeting before the termination thereof he shall
be entitled to appoint any other person present and being or representing an Ordinary
Member and entitled to vote at such Meeting to act as his temporary Proxy. Any
such appointment must be made on a special form (to be obtained from the Secretary)
which must be signed by the person making the appointment and lodged by him
with the Secretary. Such Proxy shall be entitled during the absence of the person
by whom he was appointed to exercise the latter’s vote. Nothing hereinbefore
contained shall be deemed however to authorise any person holding a Proxy to transfer
it to any other person save to a person already nmamed as an alternative in the Form of

Proxy.

No voting by Proxy or (notwithstanding the provisions of paragraph 9 (a) and (b))
dual voting shall be allowed on appeals against decisions of the Council or in cases
where a complaint has been referred by the Council to the Association in General
Meeting for a decision,



APPENDIX 2 87

FORM OF PROXY

To
i THE ASSOCIATION OF DENTAL MANUFACTURERS AND TRADERS OF THE
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to be my/our General Proxy to vote at the General Meeting of the above-
named Association to be held on the .................. day of ...........ccccianne s
19........., or at any adjournment thereof.
ETEE: BB e nBNEOL i 19 St
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Address ......

(b) Any two Partners in a Firm or any two of the higher officials in a Company
or Firm duly authorised in writing to represent such Company or Firm shall have

the right to participate in all debates or discussions, but only one vote shall be

given by or on behalf of any Member except a Member in Class C who shall be
entitled to two votes.

(10) Voting at all General Meetings shall be by a show of hands, but the
Chairman or any one Ordinary Member shall have the right to demand a Ballot
being taken and such request shall not be refused.

(11) Subject to Paragraph (12) hereof, Affiliated Members shall have the right
to participate in all debates or discussions at any General Meeting, but shall not
be entitled to vole thereat.

(12) Any three Ordinary Members attending any General Meeting shall have
the right to object to Affiliated Members being present at any particular part of a
General Meeting. Such objection shall be put to the meeting in the form of a
Resolution requesting all Affiliated Members to withdraw,

(13) No Ordinary or_ Affiliated Member shall be eligible to attend or to give a
valid Proxy .for any General Meeting unless he has paid his Entrance Fee and
Subscriptions for which any written demand has been made payable at the date
of such Meeting.

(14) A General Meeting may decide to adjourn, but no business shall be trans-
acted when such meeting is resumed other than the business left unfinished at
the meeting from which the adjournment took place. Notice of the resumption of
an adjourned meeting shall be given as in the case of an original meeting when
the period of adjournment permits of the giving of such notice.

RULE ELEVEN

PEMALTIES

{1) The Council may impose such one or more of the following penalties on any
Member declared by the Council to have been guilty of a breach of the Rules, as
in the opinion of the Council the nature of the breach requires, that is to say:—

(i) Expulsion from the Association. - :

(ii) Deprivation of a Member of his rights of membership for such period as
the Council may think fit. : -

(iii) Publication of Member's name in the Stop List as hercinafter provided.

(iv) Payment of a fine not exceeding One Thousand Pounds.

(v) In the case of a Member enjoying a trade discount such reduction in the
amount thereof for such period as the Council may determine. FreTh
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_ (2) The Council shall also have power to impose any of the penalties mentioned
in Paragraph (1) hereof on any Member who shall, in the judgment of the Council,
use unfairr means in competition or trading or otherwise in the conduct of his
business or act in any way which conflicts with the objects or is detrimental to
the interests of the Association or the Trade and may expel from the Association
any Member if for any other reason it considers it undesirable that such Member
should continue to be a Member,

(3) In cases where it is decided by the Council after complaint by a Member
that an order has been diverted from him to another Member through the sale of
Dental Goods by the other Member at a price below any retail price fixed by the
Manufacturer or by such other Member making an excessive allowance on used
goods or using unfair means in competition or trading, the Council may award
the complaining Member a sum not exceeding the amount of profit the complaining
Member would have secured from the transaction upon reasonable proof of the
amount of such profit being submitted to it. Such sum shall be paid to the Council
at the same time as any fine which may be imposed on the Member and such
sum shall be forthwith handed over by the Council to the complaining Member,
If the decision of the Council be reversed or varied on appeal as hereinafter provided,
the Members, or either of them, shall comply with any directions given by the
General Meeting on such appeal.

(4) A Member upon whom any penalty has been imposed by the Council or
by the Association in General Meeting shall be notified by the Secretary in writing
h‘?f registered post. All fines imposed on a Member shall be paid within 10 days
of the date of such notification. The Council shall have power to publish in the
Stop List the name of any Member who fails to pay the fine within such time, and
at the expiration of 21" days from date of notification the Council may expel such

Member if the fine remains unpaid.

(5) Stop Lists may from time to time be published by the Council for the purpose
of imposing a penalty and for the purpose of protecting and maintaining the prices
of Dental Goods and for securing and maintaining the interests of the Trade or the
Association and for no other purposes whatsoever.

(6) Stop [Lists shall be issued in the form following :—

“In pursuance of its policy of protecting and maintaining the fixed prices
“and otherwise protecting the interests of the Dental Trade and of this
* Association THE ASSOCIATION OF DENTAL MANUFACTURERS AND TRADERS OF THE
“Uwnrrep Kingpom issues the subjoined Stop List under its Rules,

“ Complete Current Stop List No. (all previous Lists
* eancelled).

“ Until further notice Members may not purchase directly or indirectly from
“the persons firms or corporations whose names and addresses are set out below.
* Neither must these persons firms or corporations be supplied directly or indirectly
“except at full current retail prices with any articles on the Protected Lists of the
*“ Association of Dental Manufacturers and Traders of the United Kingdom, save
“and except in so far as the purchaser or suppliers may be under legal obligation
“to fulfil any contract bona fide entered into with any of the said persons firms or
* corporations and existing at the time of the first publication in a *Stop® List
“ of the name of any such person firm or corporation ™.

Here follow the names and addresses of persons firms and corporations placed upon
the Stop List.

(7) Motice of the placing of any person firm or corporation (in this Rule hereinafter
referred to as “ person™) on the Stop List shall be given in writing to all Members
in such manner as the Council may think fit. The Council may also give notice to
such other persons as they may deem necessary.

(8 On proof to the satisfaction of the Council that any person has offered or
advertised or sold any proprietary price maintained article at a price above or below
the price fixed by the Manufacturer, or Dealer or the Council, or has been expelled
or in any way penalised by the Association, the Council may place the name such
person on a list to be called the Stop List.

(9) No Member shall purchase any goods from any person whose name is on
the Stop List, so long as the name of such op*rson remains on the Stop List. No
Member shall supply any goods, except at full current retail prices, to any person
whose name appears on the Stop List. Provided that nothing in this Rule shall
prevent the supply of Dental Goods, or any trade relations in regard to Dental
Goods under any contract bona fide entered into by and binding upon the Membher
which he has no power to terminate if such contract is existing prior to the first
publication of the name of such person on the Stop List.
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(10) The Council place on the Stop List any person, whether a Member
or not, who shall supply price maintained articles to, or have any trade relations
E regard to price maintained articles with any person whose name is on the Stop

st.

(11) The Council may place on the Stop List any person whose business is
to their satisfaction so identified with that of a person on the Stop List as to render
it desirable so to do.

(12) Members shall insert the following clause in all contracts under which they
supply any article in the protected lists:—
This Contract may be declared at an end by the said

: {(Member’s name) if at any time the name of
the said
shall appear on the “ Stop™ List of THE AssociaTion ofF DENTAL MANUFACTURERS
AND Trapers ofF THE UmiTep Kincpom, and on such declaration it shail be at
an end accordingly, but without prejudice to claims already accrued.

_ (13) In any case in which the Council declines to adjudicate, Members may have
imposed upon them by a vote of the Association in General Meeting any of the
penalties which the Council may impose under this Raule,

(i4) Any decision of the Association in General Meeting or of the Council regarding
transactions or dealings with any Member whe has broken any of the Rules or
Regulations of the Association, or with any person, firm or corporation not suoject
to the Rules of the Association shall be binding on all Members of the Association.

RULE TWELVE

ProceepinGs acalnsT MEMBERS

(1) If any Member has reason to believe that any other Member has committed
a breach of any of the Rules of the Association or has used unfair means in
competition or trading or otherwise in the conduct of his business or has acted in
any way which conflicls with the Objects or is detrimental to the interests of the
Association or the Trade, he shall communicate in writing the circumstances of
which he complains with such particulars as he is able to give to the Szcretary,
who shall make such enquiries or investigations as he may think fit, with or
without the assistance of any accountant or other person whom he may deem necessary
for that purpose. Every such communication (hereinafter referred to as ** a complaint ™)
shall be regarded as privileged. Mo communication of an anonymous nature shall

be considered by the retary.

{2) If the Council has reason to believe that any Member has committed a breach
or used unfair means or acted as aforesaid it may without receiving any complaint
require the Secretary to make such enquiries or investigations as it or he may think
fit with or without assistance as aforesaid.

(3) The Secretary in making such enquiries or investigations as aforesaid shall
be entitled to require from any Member in respect of whom or whose conduct such
enquiries or investigations are being made the production of any books, documents
or papers of any kind whatsoever which he considers material and any failure or
refusal on the part of such Member to produce any books, documentis or papers so
required shall be deemed to be a breach of these Rules. Provided always that if
in furtherance of any such enquiry or investigation the Secretary shall have instructed
an Accountant to whom such Member shall reasonably object such Member shall be
entitled to refuse production as aforesaid to such Accountant and the Secretary
shall then instruct another Accountant to whom production shall be given.

{4) The Secretary shall deem all information which he may obtain from any
examination of the books, documents or papers of a Member complained of to be
of an absolutely confidentia] character, and he shall not communicate such information
to any person whatsoever, other than the Accountant or other person assisting him
or to members of the Council at a meeting of the Council.

(5) No Member against whom a complaint has been made or from or through
whom enquiries or investigations are made by the Secretary and/or Accountant shall
at any time disclose to any person (save his personal representative or under strict
secrecy to another Member) who was or is alleged to have been a party to the
transaction in respect of which such complaint, enquiry or investigation is made,
the fact of such complaint, enquiry or investigation, or shall inform any person of
the name of the complainant.
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(6) No other Member through whom the Secretary and/or Accountant has made
enquiries or investigation shall disclose to the Member complained of or to any other
person (save his personal representative or under strict secrecy to another Member)
the fact that enquiries are being or have been made. .

7) In the case of enquiries or investigations made by the Secretary under Para-
graphs (1) and (2) hereof, the Secretary shall report the result of such enquiries or
investigations to the Council at ils next meeting, or, if necessary, shall call a Special
Meeting of the Council to consider such report. Every such report of enquiries or
investigations made pursuant to Paragraph (1) hereof shall disclose the name of the
Member who has complained and the name of the Member complained of. Provided
that where the complaint is concerned with dealings with a customer prohibited by
these Rules, the name of such customer shall not be mentioned or referred to in the
report.

(8) If having considered such report as aforesaid the Council shall consider that
it discloses a prima facie case for further investigation it shall unless it deelines to
adjudicate as hereinafter provided determine whether the Member who or whose
conduct is the subject thereof has committed any breach or used unfair means or
acted as aforesaid and if so what if any penalty should be imposed on such Member.

(9) The Council shall before proceeding to adjudicate upon any case referred

to it cause to be served by registered post upon the Member charged a notice in
writing in the terms following: —

“NoricE 1s HEREBY GIVEN that the Council of the Association of Dental

* Manufacturers and Traders of the United Kingdom will on the day
“ of , 19 , at a.m.[p.m. (place)
* consider whether you have been guilty of the breach or breaches of the Rules
“of the Association or other conduct as hereinafter mentioned and will further
*consider in the event of their deciding that you have been so guilty of such
“breach or breaches or conduct what penalty the nature of the breach or breaches
*or conduct requires in accordance with Rule 11 of the Association's Rules.

“ AND FURTHER TAKE NOTICE that the Council will at that time and place be
“ prepared to hear you and/or any representative on your behalf on any defence

* or explanation you may wish to offer in opposition to the charge of such breach
* or breaches or conduct.

“ PARTICULARS OF ALLEGED BREACHES OR CoONDUCT
“ (Particulars)

(10) The Council shall not hear and determine such charge until the expiration of
fourteen clear days from the sending of such notice.

(11) The Council shall be entitled to require any Member making a complaint
against another Member to attend before the Council and/or to verify his complaint
by a Statutory Declaration and to require any Member charged or any of his
salesmen, travellers, servants or agents to appear before it for the purpose of
examination and to produce any books, documenis and papers required by the
Council. A refusal by any such Member to appear as aforesaid or to require his

salesman, traveller, servant or agent so to appear shall be deemed to be a breach
of these Rules.

(12) If the Member whose conduct is under investigation is a Member of the
Council or has any representative on the Council neither such Member nor his
representative nor any other representative of his shall be present at any General
Meeting or any meeting of the Council during the consideration of his conduct
unless summoned to any such meeting for the purpose of giving any explanation
or answering any complaint or allegation.

(13) All expenses incurred by the Council under this Rule shall, if the Council
decides that the charge was justified, be paid by the Member charged, but otherwise
by the Association unless the Council declares in the case of a Member making a
complaint that the complaint was not justified, in which case the Member making
the complaint may be required by the Council to pay all or some part of the said
expenses. The amount of such expenses shall be determined by the Council whose
decision thereon and as to the amount which any Member shall be required to pay
pursuant to the terms of this paragraph shall be final save that if on appeal a General
Meeting shall not confirm the decision of the Council in regard to the conduct of
the Member charged such Member shall not be required to bear any portion of
the said expenses.
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(14) The Council may after consideration of the report of the Secretary as provided
in Paragraph (8) hereof decline to adjudicate and refer the matter to a General
Meeting for adjudication.

(15) In the event of any matter being so referred the Secretary shall before the
General Meeting proceed to adjudicate upon any case, cause to be served by
registered post upon the Member charged a notice in writing in the terms following:

“ NoTICE 1S HEREBRY GIVEN that a General Meeting of the Association of
“ Dental Manufacturers and Traders of the United Kingdom will on the
a day of S ink a.m./p.m.

(Place)
* consider whether you have been guilty of the breach or breaches of the
“ Rules or other conduct as hereinafter mentioned and will further consider in the
“event of their deciding that you have been so guilty of such breach or breaches
“or conduct what penalty the nature of the breach or breaches or conduct requires
* in accordance with Rule 11 of the Association’s Rules.

* AND FURTHER TAKE NoOTICE that the General Meeting will at that time and
* place be prepared to hear vou and/or any representative on yvour behalf on any

* defence or explanation you may wish to offer in opposition to the charge of
*“ such breach or breaches or conduct.

R

“ PARTICULARS OF ALLEGED BreacHes or CoNDUCT
* (Particulars)

-

(16) The General Meeting shall not hear and determine such charge until the
expiration of fourteen clear days from the sending of such notice.

(17) In every case coming under Paragraphs (9) or (15) of this Rule in which
a complaint has been made by a Member the Secretary shall if the Counecil so
require cause to be served by reﬁfsiered post, not less than 14 clear days before
the hearing upon the Member making the complaint an invitation to attend and/or
to send a representative on his behalf. A copy of the notice sent to the Member
charged shall accompany the invitation,

RULE THIRTEEN

APPEALS

(1) Subject to the provisions of this Rule, a Member shall have the right to
appeal to a General Meeting of the Association against any decision of the Council
under Rule 5 as to the amount of or any increase of the Annual Subscription pay-

able by him; or of the Council under Rules 11 and 12 (other than under
Paragraph (13) of Rule 12).

(2) Notice of appeal shall be sent to the Secretary in writing by registered post

within twenty-one days from the date of notification to the Member concerned of
the decision appealed against.

(3) Should a Member who has been fined wish to appeal he shall in addition
to giving the MNotice required under Paragraph (2) hereof deposit with the Secre-
tary the amount of the fine so imposed (together with any expenses that the
Member has been ordered to pay under Rule 12 (13)) within ten days of the
notification to him of the imposition of the fine and any failure to make such deposit
within such time shall deprive such Member of his right to appeal.

(4) As soon as is reasonably practicable and in any event within twenty-one days

after receipt of a notice of appeal the Council shall cause a Special General Meeting
to be summoned for the purpose of hearing the appeal.

(3) In the case of all appeals against a decision of the Council and in the case
of all charges referred to a General Meeting by the Council under Rule 12 the
Members present at such General Meeting shall elect from among their number a
Chairman who shall not be or in any way directly interested in the result of the

appeal or charge (as the case may be) or related to or connected with any party
concerned in the appeal or charge as aforesaid.

(6) During the hearing of an appeal the Member charged, the complaining Mem-
ber, if any, and the members of the Council who adjudicated on the matter, may
be present for the purpose of giving evidence or asking questions, but shall not be
entitled to vote or be present when the decision is being considered.
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(7) In every case, whether by way of appeal under this Rule or by way of
reference under Rule 12 hereof, the decision of the majority of the votes of the
Members present and voting shall be final and conclusive. In the case of an
appeal the General Meeting shall have power to reverse or to confirm the decision
of the Council and in the latter event to confirm or vary the penalty which has
been imposed and to increase or decrease the amount of any fine imposed.

(8) After a decision of the Council or after a reference under Rule 12 no
attempt shall be made either by a Member appealing or intending to appeal or
by a Member charged or by a complaining Member (if any) to canvass Members
for votes on a hearing by a General Meeting or to influence any Member entitled
to vote at a General Meeting to cast his vote in favour of or against any such
Member otherwise than by open speech at any General Meeting at which an
appeal or charge (as the case may be) is being heard.

RULE FOURTEEN

ProrerTY AnND FunbDs

{1} All real and personal properly and funds of the Association shall be vested
in the Council or in such Trustees or Trustee (if a Corporation sole) as the Council
may from time to time appoint upon trust for the Association. The power of
appointing new Trustees shall be vested in the Council which shall also be entitled
by resolution to remove any Trustee for the time being.

(2) The property and [unds of the Association shall be under the control of
the Council, which shall have power 1o deal with them or invest or otherwise
dispose of them as it thinks fit on behalf of the Association. It shall not be
necessary in any case in which the Council so directs for the particulars of any
specified payment either to or by the Association to be entered or minuted. A
minute that a sum be paid to a party therein named shall be sufficient and con-
clusive evidence that any payment made pursuant thereto was properly made and
applied within the objects of the Association.

(3) Unless and until the Council otherwise direct all cheques shall be signed
by two members of the Council, and shall be countersigned by the Secretary or
in his absence by such other person as the Council shall appoint.

(4) The funds of the Association shall not be applied in the furtherance of any
political objects as defined in Section Three of the Trade Union Act, 1913.

RULE FIFTEEN

AMALGAMATION

The Association shall have power to amalgamate with any other Association,
society or body, with or without any dissolution or division of the funds or other
property of the Association provided that, on a ballot of Ordinary Members being
taken, the votes of at least fifty per cent. of the Ordinary Members entitled to
vole thereat are recorded, and of the votes recorded those in favour of the proposal
number at least three-gquarters of the votes recorded and shall have power to enter
into any agreement or trust or do any other thing necessary for this purpose.

RULE SIXTEEN

DissoLuTioN

(1) The Association shall not be dissolved except by resolution of three-fourths
of the Ordinary Members present in person or by representative (but not by proxy)
and voting at a General Meeting, specially convened for the purpose, of which
fourteen days’ notice in writing to every Ordinary Member shall be given. Such
resolution shall authorise the execution of an instrument in writing which shall
provide for all the conditions of dissolution.

(2) The property of the Association, real and personal, after discharging all the
liabilities of the Association and the expenses of dissolution, shall be divided among
all the persons, firms, partnerships, or companies who are Members at the date
of the passing of the resolution for dissolution in proportion to the amount con-
tributed in subscriptions, by each Member to the funds of the Association, less the
amount of any fines which may have been imposed but not paid at the date of
the passing of the resolution for dissolution.
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RULE SEVENTEEN

INDEMNITY

Every member of the Council and every officer or servant of the Association shall
be indemnified by the Association against all costs, expenses or other liabilities which
any such member, officer or servant may incur or become liable for in any way
in the bona fide execution of his duties, except the same shall be incurred or occa-
sioned by his own wilful act or default; provided that this shall not give any such
person the right to be indemnified by any other Member, but only out of the funds
of the Association, and no such member, officer or servant shall be answerable
for any act or default of any other of them or for joining in receipts for the sake of
conformity, or for any loss or damage which may happen in the bona fide execution
of his duty or in relation thereto, except the same shall happen by his own wilful
act or default.

RULE EIGHTEEN
+  Norices

Save as otherwise provided any notice may be given to any Member either person-
ally or by sending it by post to the Member at the address to be supplied by the
Member to the Association for the purpose of giving notice (and failing the supply
of such an address to the Member's last known place of business or in the case
of a Corporation to its registered office). When sent by post service of the notice
shall be deemed to be effected by properly addressing and posting the notice and the
notice shall be deemed to have been served at the time at which it would be
delivered in the ordinary course of post.

BULE NIMETEEN
ALTERATION OF RULES

(1) The Rules of the Association may be amended or rescinded or new Rules
may be made:—
(a) by resolution of the Council subject as hereinafter provided ;
(h) in General Meeting.

{2) In the event of resolution by the Council the proposed new Rule, amend-
ment or rescission shall be communicated in writing to each Ordinary Member within
seven days of its having been provisionally made. Unless one-quarter of the Ordinary
Members object in writing to the Secretary within seven days after the terms of the pro-
posed new Rule, amendment or rescission have been communicated as aforesaid the new
Rule, amendment or rescission shall, upon the expiration of the said seven days become
operative. [If one-quarter or more of the Ordinary Members object in writing, the
Secretary shall, on instructions from the Council. on the expiration of the said seven
days either summon a Special General Meeling or bring the matter before the next
Annual General Meeting at which the proposed new Rule, amendment or rescission
shall be submitted for approval (either with or without amendment). If three-
fourths of the Ordinary Members present in person or by representative (but not by
proxy) and voting approve the new Rule, amendment or rescission it shall become
operative.

(3) If one-quarter or more of the Ordinary Members shall notify the Secretary in
writing that they desire the calling of a Special General Meeting for the purpose
of making a new Rule or of amending or rescinding the Rules and shall at the same
time submit in writing the new Rule, amendment or rescission the Secretary shall
summon a Special General Meeting at such time and place as the Council may decide
not being less than fourteen days after receipt of such notification save that if the
Annual General Meeting is being held within one month from date of receipt of
such notification the Council may direct that the matter be placed on the Agenda
of the Annual General Meeting provided the date thereof is not less than sixteen
days after any such direction. If the proposed new Rule amendment or rescission is
approved by a majority of three-fourths of the Ordinary Members present in person
or by representative (but not by proxy) and voting at such Special General Meeting
or Annual General Meeting as the case may be such new Rule, amendment or rescis-
sion shall become operative as from the date of such approval.

{(4) The Council may direct any proposal for the making of a new Rule, amend-
ment or rescission to be placed on the Agenda for an Annual or Special General
Meeting and if approved by a majority of three-fourths of the Ordinary Members

resent in person or by representative (but not by proxy) and voting at such General

eeting such new Rule, amendment or rescission shall become operative as from
the date of such approval.

(5) The power hereby conferred to make a new Rule, shall be deemed to include
the power to adopt new Rules in substitution for any existing Rules,
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Private and Confidential

THE ASSOCIATION OF DENTAL MANUFACTURERS AND TRADERS
OF THE UNITED KINGDOM

Regulations as to Trading -
{Made pursuant {o Rule 8 (2) of the Association’s Rules)

INTERPRETATION

1. In these Regulations words and expressions shall have the same meanings as aré
assigned to such words and expressions by the Rules of the Association.

PRICES

2. Every Manufacturer Member shall fix the retail prices at which Dental Goods
supplied or the sale of which is controlled by him are to be sold and unless and until
he does so the Council shall be entitled to fix such prices but the exercise by the Council
of such power shall not affect the liability of the Manufacturer Member concerned
for the breach of the Rules occasioned by his failure to fix such prices.

3. When a Member buys Dental Goods manufactured by a Manufacturer Member he
may, with the written consent of the Manufacturer Member, place or caused to be
placed his own name, trade mark or other distinguishing mark on such goods. He
shall then be considered the Manufacturer of such goods if sold under his name, trade
mark or other distinguishing mark, and in such case he and the actual Manufacturer
shall fix the retail prices by which he and all other Members dealing with or in such
goods shall be governed.

4. Members responsible for the fixing of retail prices under Regulations 2 and 3 shall
furnish to the Secretary and to all Dealer Members simultaneously their list price to
retail purchasers and such list price shall contain particulars of any special retail
discount which Dealer Members may give for guantities. 2

5. Members responsible for the fixing of retail prices under Regulations 2 and 3 when
introducing a new line of Dental Goods changing the price of Dental Goods or with-
drawing Dental Goods from lists and (whether so responsible or not) when offering job
lines shall advise the Seecretary and all Dealer Members simultaneously and price
:hianghtg shall operate only from the date of notification thereof by the notifying
Member. :

6. No Member shall give or suffer to be given any advance information as to changes
of prices of any Dental Goods.

7. When Dental Goods have been withdrawn from a Manufacturer Member's list,
and a retail price as fixed by the Manufacturer Member no longer remains, three or
more Dealer Members who are holding stocks of such Goods may make application
to the Council for the fixing of a retail price, and a price may be fixed by the Council
until such time as the stocks held by the trade generally have been exhausted or re-
duced to such a quantity as will not be likely to disturb the market.

8. When a retail price has been fixed for any Dental Goods no Member shall ad-
vertise, offer for sale or sell such Dental Goods to retail customers or to Affiliated
Members otherwise than at the price so fixed ; subject however to such discounts as
may be permitted by and to the provisions of these Regulations. Provided always
that any Member may sell spare parts on wholesale terms to any Member who bona
fide carries out repairs for the Trade and provided further that save in any case where
a Manufacturer Member has imposed such conditions with respect to the sale of his
goods as may prevent the making of any such agreement, a Dealer Member may sell
to another Dealer Member at such price as such two Dealer Members may mutually
agree ; but Affiliated Members shall not receive any discount from Ordinary or
Affiliated Members beyond 2% per cent. for cash off current retail prices (save as
mentioned in the last preceding proviso relating to sale of spare parts).

9. Every Dealer Member shall immediately on receipt of any notification of change
of price of Dental Goods communicate the same forthwith to all his sales staff and
branches concerned with the sale of such goods.

10. Each Member shall keep a proper set of books of account which shall be
accuratelv and punctually kept.

11. All Members shall in all quotations, invoices, credit notes and “appro™ notes
and other documents relating to transactions correctly describe the Dental Goods re-
ferred to therein in sufficient detail to identify such goods and the make thereof and
shall keep and file a duplicate or carbon copy of all such quotations, invoices, docu-
ments, credit notes, * appro™ notes and other documents.
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12. A Manufacturer Member shall have the right to decline any order and also to
fix the rate of trade discount which he allows, or wholesale price at which he sells,
to any Dealer Member.

13. No Member shall offer job lines of makes of Dental Goods other than his own.

14. In quoting or tendering for Dental Goods to persons, firms, corporations or
institutions Dealer Members shall insert the following condition:—

“The foregoing articles are quoted at to-day's prices and are subject to market

“ fluctuation. When a change in price occurs (either by way of increase or de-

* crease) goods will not be supplied at the above prices but at the prices prevailing

“at the time the order is executed, but (in the case of an order for Dental Goods

“to be supplied over a stated period) this provision shall not apply if the whole

“ quantity required during the period is charged firm at the date the order is

*“ accepted an pagable on the next account. Quantity rates will not apply for lesser

* quantities than those specified in this quotation ™.

Provided always that this paragraph shall not apply in the case of quotation or
tenders to Government Departments.

DISCOUNTS

15. Members shall be entitled to allow to retail purchasers in respect of purchases
of Dental Goods a cash discount of 24 per cent. for prompt payment or on payment of
monthly accounts by the 15th day of the month following the date of the invoice
(which shall coincide with the date of despatch of the Dental Gpods). Except:—

(i) On purchases of Dental Goods in respect of which a mer retail price has
been fixed, or
{ii) On purchases of precious metals or articles made wholly of precious metals

(which shall be sold at ner retail prices only and paid for by the 15th day of

the month following date of invoice).

{iii) On transactions in conmection with which a Special Discount iz allowable
under these Regulations.

16. Bills, promissory notes and post-dated cheques shall not be considerzd as cash
payments entitling a Member to give a cash discount.

17. Members may give discounts on retail sales of quantities (herein referred to
as “ Quantity Rates™) to the extent authorised by and subject to the conditions
of these Regulations, save that quantity rates shall not be allowed to any Hospital,
gghnn]igur other body to which a Special Discount is allowable under Regulation

or 29,

18. (a) The maximum gquantity rate on all Pin Teeth and on all Anterior Acrylic
Teeth shall not exceed that appertaining to Two Thousand Five Hundred (2,500)
teeth and the highest discount allowable on such quantity shall not exceed seven
and a half per cent. (74 per cent) off the price for one hundred (100) such teeth.

{b) The maximum quantity rate on ail Diatoric Teeth and on all Posterior Acrylic
Teeth shall not exceed that apperiaining to Five Thousand (5.000) teeth and the
highest discount allowable on such a quantity shall not exceed fifteen per cent. (15
per cent.) off the price for one hundred (100) such teeth,

{¢) In the case of Combination Sets Pin Teeth and Anterior Aerylic Teeth form
one class and Diatoric Teeth and Posterior Acrylic Teeth another class and each
1511;&11 l!:-z subject to the quantity rates and discounts sel out in Paragraphs (a) and (k)

reof.

19. In the case of the undermentioned Dental Goods the quantity rates shall be
as follows, except where the purchase price is under £1 in value in respect of any
one type of article, when the following quantity rates shall not apply, but only the
retail unit price : —

Arricle. (uantity Rates
5 per cent. on. 7% per cent. on. 10 per cent. on.
Amalgams ... 3 OZS. 10 ozs. 20 ozs.
Burs 2 12 doz. 24 doz. 36 doz.

Cements (Unit pacliage:s-}:;f mg':;..lar
size, or their equivalent in powder

or liguids) 3 pkes. 6 pkes. 12 pkas.
Cumplgsiitiun-uh-lndelting 7 Ibs. 14 lbs, 28 ﬁ:;"

Forceps ... i pairs 12 pairs 24 pairs
Impression Trays ... 3 doz. 6 doz. 12 doz.
Instruments—Long handled ... 1 doz. 3 doz. 6 doz.
Lathe Brushes 3 doz. 6 doz. 12 doz.
Rubbers—Dental ... 7 Ibs. 14 Ihs, 28 Ibs,
Suctions—Discs ... I doz. 3 doz. 6 doz.

—Rubbers | gross 5 gross 10 gross
Wax—Dental 7 Ibs. 14 Ibs, 28 Es.
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20. Any quantities of Dental Goods sold in excess of the above guantities shall
not bear any further increase of discount or reduction in price.

21. The maximum quantity rate on surgery or work-room equipment shall not exceed
5 per cent. for a minimum of six articles of the same type (e.g. six chairs of one
make or of different makes).

22. The maximum quantity rate on all other Dental Goods not enumerated in the
foregoing list (excluding teeth and surgery or work-room equipment) shall not exceed
10 per cent. Where the purchase price is under £1 in value in respect of any one
type of article no quantity rate shall apply, but only the retail unit price.

23. Parcels of Dental Goods of the same type but of various makes such as
amalgams, burs, cements, rubbers, wax, are permiited to be charged at the quantity rate
for the total quantity purchased at one time.

EXAMPLE :—

2 ozs. X Alloy
2 ozs. £ Alloy = 5% guantity rate.
1 oz. A Alloy

24, All quantity discount allowances shall be expressed either by way of specified
discount or by an appropriate reduction in price.

25. The quantity rate of all Dental Goods supplied by any Member shall apply only
when the whole quantity of the Goods is delivered at one time—unless the price for
the whole quantity is charged firm and paid for in accordance with the terms laid
down in Regulation 43 in which case the. following condition shall be attached to
the invoice, namely: * Should any portion of this order be cancelled by the Purchaser
“by agreement with the Seller credit will be given for the original charge, and that
“portion of the order already delivered will be re-invoiced at the current rate (for
* the gquantity kegﬂ prevailing at the date of the original invoice.” Provided that
this Regulation shall not apply to Hospital tenders for a supply for a period not
exceeding twelve months.

26. Quantities of teeth or other Dental Goods purchased at different dates during
a month shall not be aggregated as one purchase and charged at the quantity rate
for the total quantity purchased during the month.

1'?._'1111: cash discount of 24 per cent. allowable under these Regulations is allow-
able in addition to any quantity rate allowed but shall be calculated on the amount
due afrer application of such guantity rate.

28. With a view to supporting endeavours to assure proper dental service to the
community in the following cases special discounts may be allowed to any Hospital
{which is staffed by Registered Medical and/or Dental Practitioners and is not
carried on for private gain) Dental Teaching School, County Council, County Borough,
Borough, Urban District Council and Rural District Council or a joint Board of any
‘of those bodies as hereinafter mentioned, viz.:—

Teeth in quantities of less than 100 ... 124 per cent. nett off the unit retail price.
Teeth in quantities of 100 or over w124 per cent. nett off the 100 rate.
All other sundries and equipment (ex-

cluding X-Ray machines) ... ... 124 per cent. nett,

Provided that in all cases that: —

{i)ISUch dental goods are intended for exclusive use of the purchaser and not for
re-sale.

{i1) No further discount for cash is allowed.

(iii) Precious metals or articles made wholly of precious metals shall be supplied
at nett retail prices only.

(iv) The above discounis shall not apply when goods are supplied on hire-
purchase terms, in which event the terms shall be those laid down in Regulation 50.

29. Special discounts on X-Ray Machines shall be as follows: —

Dental Teaching Schools ... ... ... 10 per cent. nelt.
Hospitals (as laid down in Regulation 28) ... «.. 5 per cenl. nett.

. Note.—Under this Regulation no special discounts are allowable to County Coun-
cils, County Boroughs, Boroughs, Urban District Councils, and Rural Distric
Councils or Joint Boards of any of those bodies, but only retail terms.

30. The provisions of these Regulations as to discounts shall not apply to Contracts
with any Government Department or subject to the written approval of the Council
with the Dental Board of the United Kingdom covering requirements of their bursary
scheme in regard to which Members shall be under no restriction as to price.
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ALLOWANCES FOR USED DENTAL EQUIPMENT AND SCRAP
PRECIOUS METAL

31. The Council shall appoint annually at its first meeting held after the Annual
General Meeting of the Association an Appraisers Committee which shall consist of
such number of Ordinary Members as the Council shall from time to time determine.
The duties of the Appraisers Committee shall be:—

{i) To prepare an Appraisers List showing the maximum allowances fixed by the
Appraisers Committee to be allowed for used articles of Dental Equipment.,

(ii) To examine returns of purchases of used Dental Equipment and to report
o ctihf Council any case in which it considers an excessive allowance to have been
made.

(iii) To examine, value and report on articles of Surgery or work-room appara-
ius, equipment or furniture (including X-Ray apparatus) which are stock-soiled or
have become damaged in iransit or by accident as may from time to time be
required by the Council and for that purpose to appoint from time to time a
competent agent to advise it at such fee as it may approve.

(iv) To make such other reports and valuations as the Council may from time to
time require.

32. {a) No allowance made by a Dealer Member for Dental Equipment which is
three years old or over shall exceed the allowance or figure fixed from time to time
by the Council and set out in the Appraisers’ List which shall be issued by the
Council to all Dealer Members.

(b) In the case of MEW Dental Egquipment (but not *used™ Dental Equipment,
whether re-conditioned or not) sold and re-purchased within twelve months from date
of invoice the fixed allowance shall not exceed 60 per cent. of the current retail

ice and if re-purchased after twelve months and within twenty-four months the
xed allowance shall not exceed 50 per cent. of current retail price and if re-purchased
after twenty-four months and within thirty-six months the fixed allowance shall not
exceed 40 per cent. of the current retail price. Provided always that written evidence
of date of purchase and the purchase price shall be submitied before an allowance
is made.

EXAMPLE:—
60 per cent. 50 per cent. 40 per cent.
Allowance
Allowance after
Allowance after twelve twenty-four Allowance
Current Retail within months and months after three
Selling Price. twelve within and within or more
months of twenty-four thirty-six YEars.
purchase. months of months of
purchase. purchase.
As per fixed maxi-
Chair £50 £30 £25 £20 mum allowances in

Appraisers’ List.
(¢) Used Dental Equipment (whether re-conditioned or not) shall not be sold
wholesale within twelve months of its purchase at less than the purchase price
thereof nor retail within twelve months of its purchase at a sum less than
is sufficient to show a profit on the purchase price, plus cost of renovations, if
any, of at least 50 per cent. (i.e., 33} per cent. on the retail selling price), nor
retajl more than twelve but within twenty-four months after its purchase @t a sum
less than is sufficient to show a profit of at least 15 per cent. on the retail selling
price.
(d) Offers by Dealer Members to purchase used Dental Equipment (whether re-
conditioned or not) shall be made subject in all cases to acceptance within thirty
days from date of offer.

33. The purchase of any goods or material which is considered by the Council to
be scrap precious metal shall be credited or allowed for as cash only. When the
amount of a purchase or scrap precious metal exceeds Ten Pounds in value, the
- particular parcel shall be submitted by the Dealer Member purchasmﬁ the same for

separate assay within fourteen days from the date of purchase. No Dealer Member
shall make an allowance above the reasonable market value for any scrap precious
metal which he may purchase.

34, The sale of goods and the purchase of used Dental Equipment (whether re-
conditioned or not) or of scrap precious metal shall be deemed to be and shall be
treated by the Dealer Member concerned as entirely separate transactions. Full
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particulars of each such transaction, whether by way of sale or hase shall be
duly recorded in the books of the Dealer Member concerned in iransaction, so
that the re-sale of used Dental Equipment (whether re-conditioned or not) or of scrap
precious metal purchased may be readily identified and in the case of the purchase

or sale of used Dental Equipment (whether re-conditioned or not) such record shall
be made in a separate book.

35. All Dealer Members shall not later than the 20th day of each month make a
return to the Secretary of all Purchases of used Dental E%_uipment {whether re-
conditioned or not) purchased during the previous month. he returns shall give
particulars of each article purchased, the make (serial number, if any), the purchase
price and the date of purchase. If no purchases have been made during the previous
month, the return shall so state. The name of the person from whom the goods
have been purchased need not be mentioned on the return.

36. All Dealer Members shall also not later than the 20th day of each month
make a return to the Secretary of all Sales of used Dental Equipment (whether
re-conditioned or not) disposed of during the previous month. The return shall
give particulars of each article sold, the make (serial number, if any), the price
and the date of sale. If no sales have been made during the month, the return
shall so state. The name of the person to whom the goods have been sold need
not be mentioned on the return.

37. In making the returns of purchases and sales the Dealer Member concerned
shall send them to the Secretary under a Code Number supplied by the Association,
and when any such returns are submitted to the Appraisers’ Committee for examina-
tion the Committee shall be [urnished with the Member's Code Number and not
with his name.

38. (a) Mo Dealer Member or his representative shall sell or offer to sell Dental
Equipment on behalf of a customer either with or without remuneration.

(b) No Dealer Member or his representative shall introduce one customer to
another for the purpose of effecting a direct purchase or sale of Dental Equipment
between them.

39. A Dealer Member who is desirous of purchasing goods from another Dealer
Member shall advise the Secretary of his requirements and the Secretary shall advise
all those Dealer Members who shall have informed him that they have purchased
articles of the characters specified that another Dealer Member is desirous of being
put into communication with those Dealer Members holding stocks of the goods he
requires. It shall be at the discretion of the Dealer Member holding the goods to
offer them or not to the enguiring Dealer Member,

40, MNo article of surgery or work-room apparatus, equipment or furniture {including
X-Ray machines) either in show-rooms or elsewhere shall be sold or offered for sale
at a reduced price as stock or demonstration soiled within twelve months from the
date of delivery by the Manufacturer Member nor after such period except on the
following terms and conditions: —

(i) The Dealer Member owner of such goods shall make written application
to the Secretary on a prescribed form to be supplied by the Secretary giving
particulars of the said goods and the fullest details of the defects therein. The
Secretary shall .obtain from the Manufacturer of the goods an estimate for the
renovation and/or repair of such goods, and shall transmit such estimate
to the Dealer Member the owner of the goods; but the estimate for
renovation and/or repair of such goods which have been on show or demonstration
for one year from date of delivery from the Manufacturer shall not be more than
5 per cent. off the current retail price, and similarly goods which have been on
show or demonstration for two years from date of delivery by the Manufacturer
shall not be more than 10 per cent. off the current retail price.

(ii) The owner of the goods after re:civing' an_ estimate shall be entitled to sell
or offer the goods for sale at the current retail price thereof less the Manufacturer's
estimated cost of renovation and/or repair, but at no lower price.

(iii) The sale of any article of surgery or work-room apparatus, equipment or
furniture (including X-Ray machines) as stock-soiled and/or damaged (as mentioned
in Regulation 41) shall forthwith be reported in writing to the Secretary with full
particulars of the price at which the article was sold.

41. The provisions of Regulation 40 shall apply in the case of articles the subject
of the said provisions which have been damaged in transit or by accident save that:—
(i) The goods need not have been in stock for over one year or more, and

{11) They shall not be subject to any fixed percentage of damage as mentioned in
Regulation 40 (i). :
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CURRENT ACCOUNTS

42. The limit of credit to be allowed by Dealer Members to Retail Eurmﬁ:nn shall
be not more than six months as hereinafter defined.

.~ 43. The terms of payment (save when goods are sold nett) which shall be clearly
indicated to Retail Customers by Dealer Members shall be: —

Subject to Discount as Regulations 15 and 28 provide in which event all accounts
shall become strictly nett after the 15th day of the first month following the dates
of invoices, but further credit may be extended monthly to the 15th day of the
seventh month following the dates of invoices as in the following example:—

[Example of Terms of Trading to be adapted to the necessities of each case:—

Jan. 1 to 31 vo. Goods delivered and invoiced.
Feb. 15 ... ... Goods due for payment with not exceeding 2} per cent. cash
discount.

Feb. 15to Aug. 15.  Six months’ period of Credit. Goods due for payment without
discount. Therealter account is in arrears.

Aug. 15to Aug. 31.  Period during which account is to be reported to the Secretary.]

44. Regulations 42 and 43 shall not apply to precious metals or articles made wholly
of precious metals, which shall be sold strictly nett and shall be due for payment by
the 15th of the month following date of invoice.

45. The date of invoice shall be the date of the despatch of goods. No goods shall
be sold without an invoice being given.

46. No Dealer Member shall accept an order for or sell goods to any customer
(save as provided in Regulation 50} on the understanding that credit beyond six months,
or in the case of precious metals or articles made wholly of precious metals beyond
one month, will be allowed.

47. Any failure on the part of a Dealer Member to make every effort to collect
accounts which have become in arrears shall be deemed to be a breach of these
Regulations Provided always that no such breach shall be deemed to have been
committed if 3

(i) The Dealer Member concerned shall have advised the Secretary in writing of
circumstances in connection with an overdue account which render it practically
necessary for such Dealer Member to extend the credit beyond the six months' (or
one month as the case may be) limit

and

(ii) The Council shall consider that such Dealer Member was justified in such
circumstances in extending the credit.

48. Dealer Members shall report within seven days to the Secretary (to enable him
always to have at his disposal information for the general benefit and protection of all
Dealer Members) (2) All cases of non-payment of accounts within 15 days of their
becoming in arrear (provided such accounts amount to £10 or more); (b)) all cases
where the account is placed in the hands of collectors or solicitors or other legal
proceedings are taken ; (c) all cases of a customer becoming bankrupt ; or (d) all cases
of d# customer executing a Deed of Trust or arrangement for the benefit of his
creditors.

OVERDUE ACCOUNTS

49, In the case of all accounts which are six months (or one month as the case may
be) in arrear a Dealer Member shall notify the Secretary accordingly and a full record
of each notification to the Secretary shall be kept by the Dealer Member making the
same.

Provided always that this obligation shall not apply to sales the subject of Regula-
tions 28 or 50.

HIRE PURCHASE

50. Subject to the following conditions a Dealer Member may within the limits
herein specified dispose of any goods by way of Hire Purchase Agreement:—
fa) The form of Hire Purchase Agreement shall include conditions as follows:—
(i) The minimum value of the goods hired shall not be less than £20.
(ii) Materials and consumable articles shall not be the subject of hire purchase.
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(iif) A Hiring charge of not less than a sum equivalent to 20 per cent. of the
total value of the goods hired shall be made and paid on the signing of the
Agreement prior to delivery of the goods. This sum shall not be subject to
discount or allowance of any kind.

(iv) The rate of hiring shall include an item equivalent to a charge for interest
at the rate of not less than 4 per centum per annum computed on the total capital
value _gfdﬂlﬂ goods hired less the amount of the initial hiring charge as before
prescribed.

(v) It shall be stipulated that the hirer shall pay to the owner the cost of
adequate insurance against fire and theft and there shall be other stipulations to
cover damage to or loss of goods during the hiring.

(vi}]-lThr: periods for payment of hiring charges shall only be from month to
month. :

(vii) The hire of installations to the value of £50 or less shall not extend beyond
a period of twelve months and for goods of a greater value than £50 shall not
extend beyond a period of three years. *Walue” shall mean value at the
Manufacturers’ retail price as published in his price list current at the making
of the Hire Purchase Agreement.

(b) On entering into a Hire Purchase Agreement Dealer Members shall immediately
forward a statement to the Secretary giving full particulars of any suoch Hire
Purchase Agreement. The statement shall give the name and address of the
customer, the total value of the goods hired, particulars of the peried or periods
over which the Agreement will be current and such further particulars as may from
time to time be prescribed by the Couneil.

(¢) Rotary Convertors need not be the subject of hire purchase but may be hired
to customers on a monthly hiring charge which shall be at the rate of 50 per cent.
per annum of the retail list price of the particular Convertor. This may be hired
by the Dealer Member from the Manufacturer Member on the aforesaid terms
and the hiring charge plus the Dealer Member's discount, if any, shall be passed
on by the Dealer Member to his customer at the price charged by the Manufacturer
Member. No cash discount shall be allowed on this and the Dealer Member shall
enter into a hiring agreement with the customer for the purpose of safeguarding the
ownership of the Convertor. .

{d) Used Convertors owned by Dealer Members shall be hired on the same terms
as shown in the preceding paragraph and the hiring charge shall be at the rate of
50 per cent. per annum on the price the Dealer Member would have charged had
he sold the Convertor outright ; r.e., the retail price should be at the price at which
the used Convertor was hought in, plus not less than 50 per cent. profit as provided
in Regulation 32 (h).

GOODS ON SALE OR RETURN

51. When a change occurs in the price of goods sent for selection or on sale or
return the price ruling at the date of the “ Appro™ note is the price to be charged if
and when a sale is completed.

52. Where goods are sent for selection and are not returned within fourteen days
they shall be recalled on the fourteenth day, and if not received within seven days
from the date of recall they shall be charged up forthwith.

53. Selections of teeth shall not exceed 102 Pin and/or Diatoric and/or Acrylic
Teeth or 25 Facings or Crowns.

54, Mo * teeth in cases ™ shall be left with customers,

GEMERAL

:55. No Member shall offer, pay or give any present or commission or other con-
sideration either in money or otherwise to any customer or to the employee of any
customer or to any Hospital or any other body or institution or to any employee,
official or student thereof or to any other person which is calculated to or may influence
or in conneclion with
(i) the placing either directly or indirectly of orders by such customer, Hospital,
body or institution,
(ii) the purchase of any Dental Goods,

G{fi{iélﬁthe introduction of any purchaser or prospective purchaser of any Dental
oods,

(iv) the procuring or attempt to procure the sale of any Dental Goods.

Provided that nothing in this Regulation contained shall be deemed to prohibit
the allowance of any discount authorised by these Regulations.
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56. Every Dealer Member shall make it a condition of employment that no employee
of his shall give or receive or arrange to give or receive either in money or in kind
any commission or other consideration of any kind whatsoever from any other person.
firm or corporation who trades in Dental Goods.

57. Subject to the provisions of the proviso to Regulation 8 hereof the sale by a
Dealer Member of any description of goods by methods (such as sale at prices which
do not show a reasonable gross profit or giving of a collateral advantage) calculated
in the opinion of the Council to influence the purchaser shall be deemed a breach of
these Regulations.

58, Mo Member shall supply prepaid business=reply post-cards or envelopes to
retail customers or any class ui.{ retail customers for the pul;r;m of soliciting orders,
save that Manufacturer Members shall be permitted to so on the following
conditions: o

(@) That these are issued only in connection with specific lines they are advertising ;

(b) That on the reply side of the card provision is made for the prospective
customer to fill in the name of his dealer, through whom he wishes the goods
supplied or charged.

59.—{a) The quantity of Dental Goods which may be given as a free sample shall
be not more than is sufficient to make a reasonable test of the article:—

EXAMPLES: —
1 Pin Tooth. AT
8 Diatoric Molars and Bicuspids.

6 Anterior Diatorics. .
3 Burs (1 round, 1 fissure, 1 inverted cone).

(b) The giving away of usual saleable packages or quantities of goods as free
samples or the offering of such size packages or quantities at other than the full
retail price for trial or other purposes shall be deemed to be a breach of these
Regulations.

(c) All free samples shall be enclosed or packed in an envelope or other container
clearly marked * Free Sample " on the exterior thereof,

(d) No Dealer Member shall distribute or give free samples. All free samples
shall be distributed or given exclusively by the actual Manufacturer or Sole Agent
who shall distribute or give his own sample or samples to the consumer only.

60, Radia%ra hs shall not be taken and charged for as a service to retail customers,
but shall only taken for the purpose of demonstrating the apparatus, and for this
no charge shall be made.

61. All expenses incurred by a Dealer Member in connection with builders’, plumbers’
and/or electricians’ preparation for installation of any Surgery or Work-room equip-
ment, either by way of labour or material (whether done by his own staff or not)
shall form an extra cha and must be additional to the retail price of the goods
supplied. Such charges shall be shown as a separate item in the Dealer Member's
books, and also when rendering the account to the customer.

62. No Dealer Member shall undertake the sale of any Dental Goods on commission
other than the Dental Goods of another Dealer Member.

63. No Member shall loan any Dental Equipment or X-Ray Machine to any person
whatsoever for a period exceeding three calendar months.

6i4. Shippers aﬂin%{ as agents for dealers trading outside the United Kingdom
may be supplied by Manufacturer Members for export at wholesale terms only upon
disclosing the names of their principals to whom such goods are to be exported.

65. No Member shall Eumhase or make offers to purchase any bankrupt or
liguidation stock or any job line from any non-member, except upon a proper tender
form or at a public auction, or in the case where a Manufacturer Member agrees
to buy in his own goods from a receiver, liquidator, special manager, trustee or an
of their agents. Provided always that this Regulation shall not apply to used gﬂudg
purchased in accordance with Regulation 32,

66. Mo Ordinary or Affiliated Member shall supply Dental Goods to any person in
the United Kingdom who is not a Member, at less than current retail prices (subject to
such discounts as are permitted by these Regulations).

67. After notification by registered post b:,' the Council or the Secretary that a
Member has been expelled from the Association, or had his membership terminated,
all business transactions either by way of purchase, sale (except at retail prices as
provided by these Regulations) or exchange between the said late Member and other
Members of the Association shall immediately and automatically cease and all contracts
between Members shall be deemed to be subject to that Condition whether specifically
mentioned or not.
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Such Member shall make a request to the Secretary for a permit to purchase from
such non-member. The Secretary may issue such permit (on a form approved by
the Council for the purpose). If the Secretary has reason to believe that undue ad-
vantage of permits is being taken to buy elsewhere than from Members or for stock
or that goods could, in the ordinary course of business, be purchased from Members,
he shall refer the matter to the Council and thereafter the Council may, if they con-
sider it in the interests of the Association and the Trade, withdraw any permit so issued

and refuse to authorise the issue of any permit.

69. (@) Mo Member shall without the written consent of the Council exhibit or
reserve space at any Exhibition in the United Kingdom or secure or reserve advertising
space at any exhibition or in any exhibition catalogue.

(b) No Dental Goods shall be offered or supplied on loan or otherwise for use
or display at any Meeting of anv Dental Society (except such as may be approved by the
Council from time to time) or to any Member of the Dental Profession attending such
Meeting without the written consent of the Council having been first obtained.

70. (a) No Member in Classes A, B or C shall enter into any coniract of agency
for any Dental Goods unless; —
(i) It is of such a nature as would qualify him under Rule Four of the Associa-
tion’s Rules for membership in one of such classes and

(i) shall provide for the conduct of all business derived from the agency from
the Member's own business premises.

(b) Any Member who has entered into such a contract of agency as is authorised
by these Regulations shall:—

(i)} s0 conduct all business derived from such agency that orders are sent to and
the goods (except in the case of heavy Dental equipment) handled at and despatched
from such Member's own business premises and

(ii) at least one week prior to any goods being marketed by such Member under
such contract notify the Secretary that such contract has been entered into by such
Member and produce to the Secretary evidence satisfactory to the Secretary of such
contract and that it complies with the requirements of Regulation 70 (a) or alter-
natively a Statutory Declaration that such Member possesses an effective monopoly
for at least twelve months for the Dental Goods the subject of such contract and
that the agency covers the entire output for the United Kingdom of such goods
manufactured (whether in or outside the United Kingdom) by the Principal and
complies with the requirements of Regulation 70 (a) (ii).
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APPENDIX 5

Referred 1o in paras. 14, 17, 24, 140 and 176

Sales of the A. D. Group and D.M. Co.* in the United Kingdom
in 1948, calculated at retail values and expressed as percentages
of total retail sales in the home market

Table I. Retail Sales
Total retail sales
A.D. Group's total retail sales...
D.M. Co.’s total retail sales ...
The two together

Tahle- II. Wholesale transfers and sales

Total retail sales _

A.D. Group's total wholesale sales (including transfers
to own retail outlets) calculated at their retail value

D.M. Co.’s total wholesale sales (including transfers
to own retail outlets) calculated at their retail value

The two together

Table III. Wholesale sales

Total retail sales

A.D. Group’s wholesale sales (excluding transfers to
own retail outleis) calculated at their retail value...

D.M. Co.’s wholesale sales (excluding transfers to
own retail outlets) calculated at their retail value. ..

The two together

Table IV. Retail and Wholesale sales

Total retail sales

A.D. Group’s retail sales and wholesale sales (ex-
cluding transfers to own retail outlets) taken
together, the wholesale sales being calculated at
their retail value

D.M. Co.’s retail sales and wholesale sales (excluding
transfers to own retail outlets) taken together, the
wholesale sales being calculated at their retail value

The two together, omitting the small intertrade
between them ...

Per cent.
£ of Total
3,558,000 100
1,079,900 30-3
496,300 14-0
1,576,200 44-3
Per cent.
£ 1 of Total
3,558,000 100
1,270,900 35-7
612,300 17-2
1,883,200 52-9
Per cent.
£ of Toral
3,558,000 100
576,100 162
369,900 10-4
946,000 26-6
Per cent.
w1 B kT
3,558,000 100
1,656,000 465
B66,200 24-3
68:0

2,422,100

IS

* Figures relating to D.M, Co. and the Anglo-American Dental Corporation Ltd. have
had to be combined for the purpose of the calculations in these tables, since in 1948 the two

concerns were still separate businesses.
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APPENDIX 10
Referred to in para. 42
Letter convening the meeting for the purpose of forming the
Association
June, 1st, 1923,
PRIVATE AND CONFIDENTIAL

Ear:.

A group of seven well-known dealers recently approached Messrs. Ash, de Trey,
Dental Manufacturing Co., and S. S. White upon the advisability of forming a Dental
Trade Association.

All these four manufacturers, two of whom are dealers, assured the seven dealers
in guestion that they were convinced that the extremely dangerous condition into
which the Dental Trade of this country had got could only be remedied by a mutual
understanding and confidence which could only be obtained by an Association.

A few days after this preliminary step an informal meeting of fourteen dental houses
was held, with a view to considering the pros and cons, and it was unanimously agreed
that the existing state of price-cutting, leading to such losses in trading as to endanger
the proper carrying on of the Dental Trade, could undoubtedly be brought to an end,
and unanimously decided that steps should be taken to form an Association.

This meeting appointed a temporary Committee of seven to prepare the preliminary
steps, viz., to study the constitution and to draft rules which would be submitted to
a representative meeting of the Trade.

This preliminary work has now been accomplished, and vou are invited to attend
a meeting on Monday, June 11th, at 230 pm.,at . . ... ...

This invitation is addressed to twenty-two dealers and to the leading manufac-
turers, and if some names in the dental business have been omitted from this first
invitation, it is because the meeting of fourteen felt strongly that it is preferable in
the first instance to form an Association comprising the most influential elements of
the Dental Trade. Then, when the Association is formed, the general body of members
can decide as to inviting other houses to apply for membership.

The objects of the meeting are:

1. To consider the advisability of forming a Dental Trade Association and, if
the majority are in favour of the same, to form one forthwith.

2. To consider a draft of the constitution of the Association and of its rules.

3. To decide upon entrance fee and subscription.

4, To nominate and elect a Committee or Council.

5. To consider and, if thought fit, to pass a resolution defining the powers of
the Executive Committee or Council.

6. To appoint a Secretary.

7. To decide upon the salary of the Secretary.

The urgent need of an improvement in the Dental Trade was so strongly felt by
all who attended the preliminary meeting that we feel sure that you and all others
to whom this invitation is addressed will equally feel its urgency, and will attend this
meeting in person, because it is felt that it is important that the proprietor or principal
of each house should himself be present, rather than send a representative.

Of course, the formation of an Association may be used as a pretext for the state-
ment that prices will be raised; but those who have already discussed the pros and
cons are convinced that the elimination of the abuses of price-cutting and the selling
of the goods to the Dentists at the existing proper published prices, cannot be in
any way detrimental to the Dental Profession; on the contrary, our customers will
receive better service, whereas, so long as some or many dealers are trading without

profit, or actually at a loss, they run the risk of inferior service and of the supply of
goods of indifferent quality.

This invitation is issued by the Temporary Committee above-mentioned, viz.,
Messrs. P. C. M. Ash, H. A, Edwards, C. de Trey, J. Thorn, A. Field, J. Cottrell,
J. W. Dingle.

For the Committee,
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APPENDIX 11
Referred to in para. 46

Conclusion of the speech by the Chairman of the A.D.M.T. in
March 1925, to the Metropolitan Branch of the British Dental
Association

* To summarize, 1 would like to state that:— ;

(1) The Association came into being through dire necessity and has been the
salvation of the trade and particularly the small man.

(2) The Association was formed to stop unfair and ruinous competition among
retail dealers, selling goods below manufacturers’ list prices, the giving of exorbitant
and unreasonable terms of credit, which brought the retail trade of this country
to the verge of general bankruptcy.

(3) The Manufacturers’ support was essential; without it the Association could
not have carried on for any length of time. '

(4) There is no combination whatever among the manufacturing members as to
the regulation of prices—they are as far apart as the planets. Every individual
manufacturing member is absolutely in as keen competition with the other manu-
facturing members as before the formation of the Association, and this competition
must and will continue—nothing can stop it, certainly not membership in this
trade Association. If there is any doubt on this point, ask the manufacturers
themselves and they will quickly tell you.

(5) Practically all the important manufacturers of dental goods throughout the
world are members or affiliated members of our Association, and to imagine an
organization so widespread that it could have an unfair influence on the fixing
of prices is a suggestion so impossible as to need no further explanation.

(6) The Council of the Association of Dental Manufacturers and Traders of the
United Kingdom—which is elected annually by its own members—assures the
profession that no joint control of prices by manufacturers exists in this Association.

(7) The only rules concerning prices are those affecting retail traders, briefly
termed, * maintenance of the list prices fixed individually by the manufacturers *.

(8) Equal terms of trading by all dealers and limitation of credit given by them
to fair and reasonable limits.

(9) Penalties for breaking the rules of the Association are included in its RuleS
and Bye-laws. These have been mutually and unanimously agreed upon by all
members without coercion, and although some objection to them from outside
has been hinted at, the Council would respectfully submit that these matters are
the concern of the Association and its individual members only.

(10) No unreasonable raising of prices is possible, for the reasons given through-
out this paper. The law of supply and demand will still rule and prices will be
governed by that law, and that law only. It is perfectly clear that there is no
monopoly for dental chairs or any other dental article.

(11) Members of the dental profession have a wide choice among the many
different makes of similar articles, and so are protected. If one manufacturer
sees fit unreasonably to increase his prices for any item it is entirely his own
responsibility, and no member of the dental profession is compelled to pay those
prices; he can decline to buy the item and purchase an article of cheaper
manufacture from anybody.

(12) It is not in the power of the Association to undertake that manufacturers
should give any guarantee as to prices; none of its rules are so framed as to vest it
with power to interfere with manufacturers’ prices.

In conclusion, may I say that it is almost beyond comprehension that an organized
body, pledged to the betterment of service and of quality in those goods essential to
the very practice of dentistry, supported by and consisting of a large and reputable
element in the dental manufacturing and trading industry, should be held in suspicion
simply for the reason that in consideration for their effort it is sought to ensure an
equitable return for their material, their labour and capital involved.”
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APPENDIX 13
Referred to in paras. 63 and 65

Summary of certain A.D.M.T. Regulations restricting competition
between dealers

1. Dealers’ credit terms are to be limited to six months, except for precious metals,
where one month’s credit is the maximum. (Regs. 42/48.)

2. Dealers’ hire purchase agreements shall comply with certain requirements, both
a4s to form and as to charges. (Reg. 50.) ;

3. Dealers’ allowances for secondhand equipment shall not exceed those published
in an appraisal list to be issued by the Council. Retail prices for secondhand equipment
shall show minimum profits. (The Regulations on these matters are very elaborate,
and are contained in MNos. 31 to 40.)

4. Maximum allowances off retail prices are fixed for sales to hospitals, teaching
schools and local authorities. (Reg. 28.)

5. Dealers’ tenders, apart from those to Government departments, must include
a price fluctuation clause, providing for an adjustment in the price stated, should
market prices change. (Reg. 14)

6. Goods on approval shall be charged up after 21 days. (Reg. 52.)
7. No dealer shall give samples. (Reg. 59.)

8. Radiographs shall not be taken for any retail customers, whether charged as
a service or not. (Reg. 60.)

9, Charges must be made by dealers for work preparatory to the installation of
equipment. (Reg. 61.)

10. No member may loan dental equipment or X-ray machines to any person
whatever for more than three months, (Reg. 63.)

11. No dealer shall supply prepaid business cards to customers for the purpose of
soliciting orders. (Reg. 58.)

12. No dealer shall sell equipment on behalf of a customer, with or without
remuneration (Reg. 38 (a) ), and no dealer shall introduce one customer to another
with a view to effecting direct purchase or sale of eguipment between them.
{Reg. 38 (b).)

13. No dealer shall sell equipment as stock or demonstration soiled within 12 months
of delivery, nor after such period without making written application to the Secretary.
The price at which the dealer shall sell such equipment shall be the current retail price
less the manufacturer’s renovation estimate. This estimate must not exceed 5 per cent.
off the list price for year-old goods and 10 per cent. for goods which have been on

show for two vears. (Reg. 40.)
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APPENDIX 14
Referred to in para. 66

Changes in maximum quantity rates and discounts to retail
customers, and in the Regulations relating to the
sale of used goods

Quantity rates

1. The question of quantity rates was considercd at the Annual General Meeting
of July, 1927, and, as a result, maximum allowable discounts for quantities were fixed
for the first time on 5th August, 1927. This arrangement applied only to teeth and
other consumables; no limit appears to have been fixed at that time for instruments
or equipment.

The discounts fixed as a maximum were :—

Anterior Pin Teeth ... 1% per cent. off the price per 100 (qualifying
quantity 2,500 teeth).

Posterior Diatoric Teeth ... 15 per cent. off the price per 100 (qualifying
quantity 5,000 teeth).

Other consumables ... 15 per cent. off the unit price.

2. At a special General Meeting in November, 1933, the question of quantity rates
was again dealt with and certain changes were made. The discounts on teeth remained
the same (they are still current), but the maximum quantity discount for other
consumable items, with certain exceptions, was reduced to 10 per cent. and instruments
were now included in this category. The excepted items were denture blanks and
dental rubbers, on which the discount remained at 15 per cent. At the same time
equipment was brought into the arrangement with a discount of 5 per cent. for a
minimum of six articles of the same type—e.g., six chairs, six dental units or six lathes.

3. In October, 1947, the maximum discount on denture blanks and dental rubbers
was reduced to 10 per cent. Full details of current quantity rates are given in
Regulations 17 to 27 of the A.D.M.T.—see Appendix 2.

Cash discount

4. At the Special General Meeting of November, 1933, the question of maximum
cash discount was also discussed.

The discounts at this time, and since 1923, were:—

Precious metals ... ... 24 per cent. | for cash by the fifteenth day of the
Other goods ... 5 per cent. month following date of invoice

and a recommendation to reduce these by one half was rejected. The cash discount
on precious metals was then considered separately and eliminated; the discount
on other goods was left at 5 per cent.

5. By Instruction No. 174 of 23rd November, 1939, the cash discount of 5 per cent.

was reduced to 2} per cent., this reduction having been made by the Emergency
War Committee of the A D.M.T.

Special discounts to hospitals, dental schools, and local authorities

6. Hospitals and dental schools have been allowed to receive ** special ™ discounts,
in place of the quantity and cash discounts allowed to dentists. In 1923 these
discounts were 20 per cent. off the retail 100 rate for teeth, and 20 per cent. off the
retail unit rate for other goods (except precious metals), plus, in the case of other
goods, another 5 per cent. if the 20 per cent. did not bring the cost down below the
quantity rate to the dentist. Municipal bodies and other local authorities buying
for school clinics and like institutions were given different treatment; they were
allowed a ** nett cash discount  of 15 per cent. on all goods other than precious metals,
and this also applied to students.

117
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7. In May, 1927, it was decided that among hospitals only those supported by
voluntary contributions should receive the special discount. Association members
were thereafter supplied with lists of dental schools and voluntary hospitals to whom
the discounts might be allowed. At the same time the special discount was withdrawn
in respect of students’ outfits supplied to these institutions for re-sale to students.
In April, 1931, the * nett cash discount ™" of 15 per cent. to municipal bodies and
students was abolished.

8. At the November, 1933, Special General Meeting, referred to in para. 2 above
a reduction was made in the special discounts, which became:—

On teeth—
Voluntary Hospitals 10 per cent. off the 100 rate or the quantity rate
Dental Schools ... 124 per cent. off the 100 rate as charged to dentists
whichever price is the lower

On sundries and equipment—

Voluntary Hospitals 10 per cent. off the unit rate
Dental Schools ... 20 per cent. off the unit rate

9. The last alteration occurred in October, 1947, when the category of buyers
qualifying for the discount was widened to include any hospital not carried on for
private gain, all dental teaching schools and all local government authorities; and
the discounts allowable became:—

Teeth in quantities of less than 100 ... 12} per cent. nett off the retail unit rate
Teeth in quantities of 100 or over ... 124 per cent. nett off the retail 100 rate
Sundries and equipment (except X-ray
equipment and precious metals) ... 12% per cent.
X-ray machines—
Dental Schools ... ... 10 per cent. nett
Hospitals 5 per cent. nett

Local Governmemﬁuthn-r‘i‘ties Mil

Used, or secondhand, goods

10. It has always been the practice in the dental trade for dealers to purchase used
equipment from dentists and to re-sell this equipment after reconditioning. The
original Rules of the A.D.M.T. laid it down that transactions in such used goods
should be recorded separately from those relating to the sale of new goods, and on
30th November, 1929, it was decided that dealer members should make monthly
returns of all purchases and sales of used goods. A Committee appointed to examine
these returns reported that about a half of the used equipment bought by dealers
proved unsaleable, and that, over a period and taking the trade as a whole, the total
amount obtained from the sale of the remainder did not show a profit over the total
cost, including reconditioning, of all the used equipment bought by dealers
Accordingly, it was made a Regulation on 22nd June, 1933, that used equipment
should not be re-sold for less than a price that would realise a profit of 20 per cent.
calculated on the selling price.

11. The Committee continued to make yearly reports on the trade in used goods
and repeated their finding that the trade in used goods was unprofitable. As a result,
the appropriate Regulation was amended in 1935 to the effect that the minimum
profit to be obtained on the sale of used equipment was to be 334 per cent. if resold
within 12 months of purchase and 15 per cent. if resold more than 12 but less than
24 months after purchase, the percentage in each case to be calculated on the selling
price. This Regulation became operative on 20th March, 1935, and is still in force.



APPENDIX 15
Referred to in para. 719

Co-operative buying associations organised by dentists in
Sweden and Canada

Sweden

The Swedish Dentists’ Purchasing Association was formed in 1906 with a member-
ship of 103 dentists. It has steadily grown in strength and now has a membership
of 3,600 dentists. The control of the business side of the Association’s activities has
been transferred to its manufacturing, importing and trading company, Svenska
Dentalaktiebolaget, which in turn transfers the profits back to the Association.
Svenska Dentalaktiebolaget is reported to be one of the largest dental supplies depots
in the world and its sales amount to half of total dental goods sales in Sweden.

This information was obtained from the Swedish governmental authorities.

Canada
The Depdt Dentaire de Montreal Limitée was organised in 1938 by five dentists
and by 1947 its membership, which is confined to dentists, had risen to 272. The
Depdt has branches in Montreal and Quebec City, and its sales to members and
others now constitute the largest sales of any independent dealer in Canada.

This information is taken from the report of the Commissioner under the Canadian
Combines Investigation Act on his investigation of the manufacture and sale of
dental goods in Canada. _
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APPENDIX 16
Referred to in para. 81

Report of the A.D.M.T. Special Committee set up in June 1929
to consider ways of combating co-operative buying

** The Committee are of opinion that no immediate effective remedy can be suggested
to meet the co-operative trading menace, but that steps can be taken in various
directions which will increase their difficulties in carrying on. Various proposals
have been considered, including the following:—The Committee were of opinion
that this was essential: First, to take means as far as possible to stop supplies reaching
the various co-operative concerns, and recommend each manufacturer and/or sole
agent to refuse supplies even though charged at proper prices. Also to endeavour
to control continental supplies and if possible to adopt such means of packing or
marking that the source of supply can be identified. The Committee point out to
such manufacturers and/or agents that these goods reaching the dental profession
through these Co-operative concerns would eventually be sold to it through the
dealers who are members of the A.D.M.T. The Committee also recommend that
where manufacturers or agents have instituted special regulations or restrictions with
regard to the resale of goods supplied to dealer members .they should see these
restrictions are observed. Also that manufacturers’ or agents’ restrictions as to resale
should extend to continental dealers. The Committee also recommend that the
name of any dentist who is known to be purchasing supplies for any co-operative
bodies should be communicated to the General Secretary, who should circulate his
name to all members. Secondly, That the Association should get an undertaking
from members not to supply such in the following terms:—

‘1, or we, (X) hereby undertake in the general interest of the trade and in my
own (or our own) interests to refuse to supply any person firm partnership or
company with dental goods if I (we) have reason to believe that such person firm
partnership or company is desirous of purchasing dental goods for co-operative
societies or groups of dentists. (Signed) . . . .

There can be but comparatively few dentists so engaged and the check to the
operations of co-operative concerns might easily be of more importance than the
loss of such orders. In theory and probably actually orders thus temporarily lost
would eventually be secured by members.

Propaganda

The Committee are in favour of attempts being made to address meetings of dentists
in various parts of the country by persons authorised by the Council and think that
a special form of address should be decided upon. Some of the points of such address
should be:—To convince the dentist of the importance to him of the service given
by regularly established and well-stocked depots, which must necessarily become less
effective or altogether cease unless sufficient support in the way of enough trade
to enable efficient staffs and adequate stocks being maintained. No organisation
working on a basis of no profit or even at less profit than the extremely low percentage
now made by members of the trade Association can possibly give the somewhat
exacting services required and rightly looked for by the dental profession. The
Committee also recommend advertisements in journals and/or circular letters counter
to those now appearing on behalf of co-operative bodies, i.e., alteration of propaganda

advertisements of the A.D.M.T. now appearing, to make them apply more especially
to the occasion:—Motes for such advertisements: —

(a) To refute the assertions that buying small quantities of standard dental goods
at quantity rates effects a saving of 25 per cent.;

(b) To draft form of letter or pamphlet to be sent out by individual dealers
to any customer whom he may know is a supporter of a co-operative society;

(¢) Appeals to dentists to establish closer relations with and have confidence in
members of the A.D.M.T. (or regularly established dental dealers) and not to use
their willing service just as a convenience on occasions when requirements cannot
be met by imperfect organisations such as these co-operative concerns are.
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It was recommended that the British Dental Association and the Incorporated
Dental Society should be approached officially and the views of the Association
put before them with regard to permitting co-operative societies or their contractors
exhibiting at meetings and offering standard goods at reduced prices. The suggestion
of eliminating or revising quantity rates was considered, but no decision was arrived at.
It was decided that the report from the Scottish meeting, dated &th June, should be
read and considered in General Meeting. The suggestion of suspending, for a time,
Rule 4 as to maintenance of prices was unanimously rejected.

Some discussion followed and the report of the Scottish meeting was read. It was
then proposed, seconded and carried that the report of the Committee be adopted
and placed in the hands of the new Council to work out. It was also proposed,

seconded and carried that a Standing Committee be appointed to assist the Council
in this matter.”

APPENDIX 17
Referred to in para. 84

Association’s original explanation of its method of dealing with
applications for membership

Question 13:  What, in detail, are the present arrangements for dealing with applications
for membership and what have they been in the past?

Application for membership has always been dealt with in a consistent manner.
All enquiries concerning membership are referred to the Council.

In the case of an enquiry by a manufacturer or sole agent a form* is sent to the
enquirer and a book of the Rules and Regulations is loaned to him. If the enquirer
desires to proceed with a formal application, he returns the form, the application being
supported by a proposer and seconder. If the formal application is approved, the
applicant is nntilged of the amount of the Entrance Fee and Subscription and on these
being paid the Membership is completed and all members advised.

Mo difficulty is placed in the way of a reputable manufacturer or sole agent
becoming a member of the Association, provided that he has no continuing
commitments which would conflict with the Rules and Regulations of the
Association. :

On an engquiry concerning membership by a dealer being referred to the Council,
steps are taken to find out
{a) whether the enquirer has been engaged in the Trade for any length of time;
(b) whether he has the requisite capital;

(¢) whether he intends to open and carry on a properly equipped dental depot
within one month of election. '

These enquiries are necessary having regard to Rule 4 of the Association.

If the Council is satisfied that the enguirer qualifies for membership, the form* is
sent to the enquirer and a copy of the Rules and Regulations is loaned to him. On
the form being returned, the application being supported by a proposer and seconder,
the applicant is notified of the amount of the Entrance Fee and Subscription and on
these being paid the membership is completed and all members advised.

If in the opinion of the Council the enquirer is unsuitable, he is advised that the
Council is unable to support an application from him.

Mo application whether from manufacturer or dealer has ever been refused for want
of a proposer or seconder. Where the applicant cannot readily call upon a proposer
or seconder arrangements are made for the necessary introductions.

* See Appendix 17A




APPENDIX 17A

Form of application for membership of the A.D.M.T. referred
to in footnote (*) to Appendix 17

[Page One]
To
THE ASSOCIATION OF DENTAL MANUFACTURERS AND TRADERS
oF THE UNITED KINGDOM
e e T o e A s L e I B
of s

aEmIEBATEEEE

des:re to hecnme an Drdmarymmhated Mernber uf the Assumatmn in Class 4
and request you to register my/our name in the Register of Members in that Class
subject to your Rules and Regulations (a copy of which I/We have seen) which form
part of the contract of membership between mefus and the Association.

L R R L Oty
Piated this......ocoal il day . of fa s il i Lo . 19
L] 7L e S ok A A iy i W e R . T R e s QA R i L
b i (4 | el L g e Tl e e
(PLEASE FILL IN THE QUESTIONS OVER PAGE)
[Page Two
To BE FILLED UP BY ALL CANDIDATES FOR MEMBERSHIP
Question

1. Have you previously applied for Ordinary or Affiliated Membership?
2. How many vears have you been actively engaged in the Dental Trade?

3. If you are a Manufacturer, please give full particulars of all the Dental goods
you at present manufacture.

4. As a Manufacturer, do you understand that the retail price of all your goods
must be forwarded simultaneously to all Dealer Members and to the Association,

and that any change in price shall be notified (as from the date of change) to all Dealer
Members and to the Association?

5. Do you understand that as a Member you would be precluded from supplying
your goods in the United Kingdom to other than Members except at full retail prices?

6. Do you understand that as a Dealer you would only be entitled to purchase
goods from Manufacturing Members, and that it is at the discretion of the Council
to issue permits in special cases to purchase goods outside for specific orders?

7. If you are applying for Dealer Membership please state whether you have the
necessary capital as laid down in Rule 4, paragraph 4.

8. Please state the sales territories covered by your representatives.

9. .Have you a properly equipped Depot, or are you prepared to open such a Depot
within one month of admission to Membership, as laid down in the Rules?

10. If your business is (g) a Limited Company—please give the names of the
Directors; (b) if a partnership, please give the names of the partners.

11. Please state the average number of staff; (a) female; (b) male.

12. Have you any outstanding contracts for the purchase and/or supply of Dental
Goods?
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APPENDIX 18
Referred to in para. 95

Extracts from notes taken at the twenty-fourth Annual General
Meeting of the A.D.M.T., held on Friday, June 6th, 1947

6. QUESTI(}H OF APPLICATIONS FOR MEMBERSHIP BY LABORATORIES AND OTHERS WHO
ARE MANUFACTURING OR TRADING IN ACRYLIC TEETH

The Secretary opened this subject by explaining that there have been several
applications for membership from Manufacturers of Acrylic teeth, and the Council
felt it was better to leave these applications over for discussion at this General Meeting.
Owing to the growth of the Manufactarers of Acrylic teeth the assistance and advice
of the meeting would be welcome.

A Member: At least 20 Dental Mechanics have approached us to take up an agency
for the sale of their teeth. If someone does not take an agency they will form a
Company for selling these teeth, yet to encourage all these people into the Association
seems very improper.

A Member: We have a tremendous number of lines of teeth within the Association
and if these mushroom men form their own ring they would not get very far—one sees
so many examples. If we did admit them we would be overburdened.

A Member: 1 think if these Manufacturers of Acrylic teeth were admitted they
would be supported by some but after a while they would automatically die out.
Some consideration should be given so that they remain members whilst their goods

are selling, and they automatically become non-members when their goods are not
in demand.

The Secretary explained that there were two classes of manufacturers applying for
membership :—(1) Those who have formed a Company and have considerable capital
and (2) The Mect_a,anic who makes teeth and has difficulty in selling them.

A Member: Everyone realises that, with Acrylic teeth, the most expensive part is

selling them and that is why all these little people like to bracket themselves with the
existing Dental Trade.

A Member: 1 quite agree. We all know there is a tremendous amount of money
going to be lost and I think from that point of view it would be wrong for us to
encourage the Mechanics to manufacture teeth in a big way. Several of these people
have approached me and [ have been able to deter them from going into the tooth
business in a big way, as | feel they would regret it.

The President: 1 think the Meeting would like to know that this matter was brought
up because we have had so many applications for membership, and we must decide
to-day what is to be done about these applicants.

A Member: 1 think the Council should try and distinguish between these small
mechanics who are making these teeth and have difficulty in disposing of them and
the firms who are genuinely manufacturing teeth in a big way. 1 think the latter are
better inside than outside the Association.

The President: We take it then you wish the Council to definitely 53._?-110 to the
smaller manufacturers and the bigger ones to be considered for membership, and
you leave it in the hands of the Council?

A Member: Suppose one of the smaller men markets a tooth which is far superior
to anything yet made?

A Member: He has the opportunity of appointing a Sole Agent.
It was eventually agreed to leave this matter to the discretion of the Council.
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APPENDIX 19
Referred to in paras. 95 and 165

Porcelain and acrylic teeth production in the
United Kingdom

The following table has been compiled from the information available. It
involves some degree of estimation.

Poreelain Aerylic
1944 ... 35+6 million teeth Not available
1945 ... 31-3 million teeth Not available
1946 ... 31-9 million teeth 5 million teeth
1947 ... 25-8 million teeth 7 million teeth
1948 ... 26-2 million teeth 20 million teeth
1949 ... 430 million teeth 53 million teeth

APPENDIX 20
Referred to in para. 102

Extract from A.D.M.T. letter to the Commission,
dated 3rd April, 1950

3. Advertisemnents in Dental Journals
The Association owns no dental journal.

I know of no dental journals at present owned by members of the Association
with the exception of the City Dental Gazetre issued by the City Dental Depot Lid.,
Cardiff, and Dental Magazine and Oral Topics which is published by Oral Topics
Ltd., of 12 Swallow Street, London, W.1, which I have always understood to be a
subsidiary of the Amalgamated Dental Co. Ltd. Formerly there were others.

A question arose at the Annual General Meeting in 1937 whether a journal
controlled by a member of the Association should publish advertisements of non-
member manufacturers of dental goods (Minute Book, 1V, p. 119). The matter was
referred to the Council who arranged for an informal meeting of the publishers of
the then existing journals who considered the matter. It was later reported to the
Council that the journals would not in future advertise essential dental goods made
by non-members, but it is believed that this decision has not been uniformly adhered
to. So far as I can trace the Council has never issued any instruction on the matter.

Yours sincerely,
General Secretary.
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APPENDIX 22

Referred to in paras. (ix) of Introduction and 139

List of Amalgamated Dental Company Ltd.’s subsidiary and
associated companies in the United Kingdom engaged in
‘the manufacture and sale of dental goods

SUBSIDIARIES
1. International Tooth Company Ltd. ... ... Wholesalers of dental goods, prin-
cipally of teeth purchased from
Dentsply Ltd.
2. Claudius Ash Sons & Co. Ltd. ... Dental Dealers
3. Elliott & Co. (Edinburgh) Ltd. ... ... Dental Dealers
4. Midland Dental Manufacturing Co. Ltd. ... Dental Dealers
5. Western Dental Manufacturing _Co. Litd. ... Dental Dealers
6. Amalgamated Dental Engincering Industries  Manufacturers, chiefly of equip-
Lid. ment and instruments.
7. Amalgamated Dental Prosthetic Products Manufacturers, chiefly of con-
Ltd. sumables.
MOTES :—

(1) The last two Companies distribute the whole of their dental goods output through
the parent Company. They were formed recently to take over the manufacturing branches

of the Company.
{2) All subsidiaries are wholly owned, except Elliott & Co. (Edinburgh) Ltd.

ASSOCIATE

Hallam Dental Ltd. ... ...  Manufacturers of dental instru-
ments.

Note:—The A.D.Co. holds half of the issued share capital of £6,500. The whole of the
Company's dental goods output, which is small compared with Amalgamated Dental
Engineering Industries’ output of dental instruments, is distributed through the A.D.Co. or

its wholesale subsidiary.
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Referred to in paras. 147 and 176

Amalgamated Dental Company Ltd.’s Group and
Dental Manufacturing Company Ltd.

Turnover increases and profits

PART 1|

D.M. Co. (without
A.D. GROUP Anglo-American Dental

Corporation Ltd.)
1938 1947 1948 1938 1947 1948
Turnover (1938= 100) 100 171 231 100 165 211
Per Per Per Per Per Per
cent. cent. cent. cent. cent. cent.
Net profit on sales ... 12-1 9-3 10-9 10-4 11:6

4-6
Net profit on capital employed ~ N.A. N.A. ﬁjé}ﬁ }6-3 226  25-4

N.A.—Not available,
(a)—Commission's calculation.
(h}—Company’s calculation.

MNote:—The alternative calculations arise mainly by reason of a difference of opinion as to
the treatment of proposed dividends and of investments in excess of outstanding taxation,
when computing the capital employed.

PART I

D.M. Co. raken with Anglo-American
Dental Corporation Lid,

1948 1949
Turnover {1948=100) 100 154
: Per cent. Per cent.
Met profit on sales ... 22-5 25-8
Met profit on capital employed 46-9Na) 64 - 5{a)

(@) When Anglo-American was acquired, DM, Co. paid £230,800 for what has been
described as ** Goodwill ™" and is said to represent the value of an exclusive licence to operate
in this country a patent for the manufacture of acrylic teeth. This item has been omitted
in computing the capital on which the rates of profit have been calculated, but if the capital
were increased to this extent for both the years 1948 and 1949, the respective rates of net profit
would be 29-6 per cent. and 44-3 per cent.

MoTE:—The figures for 1948 comprise the trading of D.M.Co. for the vear 1948 and of
Anglo-American for the year to 31st January, 1949; the figures for 1949 are the trading results
for the calendar year 1949 of the businesses carried on rately by the iwo companies
until April, 1949 and thereafter by D.M. Co. The trading f}etp,ingln-ﬁ merican for the month
of January, 1949 is, therefore, included in both sets of figures.
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APPENDIX 24
Referred to in paras. 148 and 176

Annual profits (as defined in footnotes) of the Amalgamated
Dental Co. Ltd. (as a whole, i.e., including income from overseas
subsidiaries and associates) and of the
Dental Manufacturing Co. Ltd.

Amalgamated Dental Co. Ltd. Dental Manufacturing Co. Ltd.
Tssued Issued Profits (4+)
Year Share Frofits* Share or
Capital Capital Losses (=)}
£000's £ £000's £
1924 ... 2,627 195,488 376 - 396
1925 ... 2,703 185,964 376 + 4,988
1926 ... 2,703 194,679 376 — 15,672
|y 2,703 217,209 376 + 9437
1928 ... 2,703 215,306 376 4+ 5,123
1929 ... 2,703 212,649 376 ~ 18,610
1930 ... 2,703 208,419 3o - 6,447
183L ... 2,703 211,113 376 4 5.623%
1932 ... 2,703 183,542 1505 + 11,671%
1933 ... 2,703 167,105 150 + 13,8358
1934 ... 2,703 182,616 150 + 24,956
1935 ... 2,703 190,718 150 + 28,218
1936 ... 2,703 ' 195,941 150 + 21,416}
Ty Pt 2,703 197,187 150 + 23,200
aRgE 2,703 201,818 150 4 15,090
1939 ... 2,703 163,669 150 + 26,296
1940 ... 2,703 192,154 150 + 23,465
1941 ... 2,703 247,538 150 4+ 38,714
1942 ... 2,703 292,263 150 + 69,295
1943 ... 2,703 i24,139 150 + 73036
1944 ... 2,703 290,777 . 150 + 65,833
1945 ... 2,703 309,203 150 + 62,188
1946 ... 2,703 372,472 150 + 68,241
1947 ... 2,703 288,373 150 + 54,806
1948 ... 2,703 357,326 150 + 73,393
1949 ... 2,703 589,274% 266 + 271,478

* P]:gﬁls are as shown by the ?ampan}r's accounts before deduction of UK, taxation
and, since 1947, of overseas taxation. Prior to 1947 (before reciprocal tax arrangements)
overseas taxation was treated by the company as an expense and has been deducted before
arriving at the above stated profits.

t The profit in 1949 is before the provision of £100,000 for loss on German assets.

t Profits are as shown by the Company's accounts before deduction of UK. taxation
{there is no overseas tax), and they do not include certain exceptional items as follows:—

(i) £31,000 in 1930 which was writtm_uﬁ stocks of teeth when method of production
was changed, and £3,000 recovered against this loss in the next three years, and

(ii) £39,000 in 1930 and £5,000 in 1931 being losses on realisation of assets in foreign
subsidiary companies, or £1,600 recovered against these losses in 1936.

§ Capital written down.
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APPENDIX 26
Referred to in paras. 162 and 215

The A.D. Co.’s agreements with the D.M. Co. and the
S.S.White Co. of Great Britain Ltd.,
relating to the supply of burs

[Each of the agreements is contained in an exchange of letters between
the two companies concerned. The letrers are copied below.]

From: THE AMALGAMATED DenTAL Co. LTD., LoNDON, W.1
To:

The Dental Manufacturing Co. Ltd.,
Brock House,
Great Portland Street,

London, W.1. 12th December, 1947

Dwear Sirs,

In reply to your letter of the 2nd instant, in further connection with the Bur require-
ments of your Company, we confirm the following arrangement:

1. You will undertake to handle and sell Burs supplied by this Company exclusively
and to carry reasonable and proper stocks for this purpose.

2. The price to be paid for such Burs shall be the regular wholesale selling price
ruling at the time of sale, but in consideration of this undertaking we will grant you
the following additional discounts on your annual purchases:

Up to 350,000 Burs ... -—
350,001 to 500,000 Burs —-
500,001 to 750,000 Burs —_
over 750,000 Burs -

3. The additional discounts to be calculated and credited to you annually not
later than the 25th day of January each year.

4. Your annual quantity purchases to be determined according to the invoice date
of Burs supplied to you.

5. The additional discounts are to be calculated on the basis of our invoice value
to you of those Burs ranking for discount according to the formula detailed in
paragraph 2.

6. The Burs to be included in this arrangement are as follows:—

Standard Burs
Miniature Burs

Bur contents of Cabinets
Bur contents of Blocks

7. You will undertake not to resell the Burs except by Retail and at those prices
published by the Company from time to time.

8. This arrangement shall continue in force for a period of three years from lst
January, 1948 and continue thereafter from year to year subject to six months’ notice
of termination to be given by either party.

We shall be glad to have your formal confirmation and acceptance of those terms.

Yours faithfully,

THE AMALGAMATED DENTAL COMPANY LIMITED
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From: THE DENTAL MANUFACTURING CoO. LTD., LonDON, W.1.

To: The Amalgamated Dental Co. Limited,
Solila House,
7, Swallow Street,
Piccadilly,
London, W.1.
16th December, 1947
Dear Sirs,

We thank you for your letter of the 12th instant, and confirm that we are in agree-
ncmunt with the arrangement detailed therein regarding the supply of Burs to this
mpany.

We would, however, like to make the proviso that the arrangement could be
terminated by six months’ notice after the Ist January, 1949, if this Company or an
associated or subsidiary Company should decide to manufacture Dental Burs.

Yours faithfully,

THE DENTAL MANUFACTURING Co. LTD.,

Managing Director.

From: THE AMALGAMATED DeEnTAL Co. LiMITED, Lonpon, W.1

To: Tae DentAL MANUFACTURING Co. LTD.,
Brock House,
97, Great Portland Street,
W.1.

22nd December, 1947.

Dear Sirs,

We have your letter of the 16th instant confirming the arrangements agreed upon
between us and as set forth in our letter to you of the 12th instant.

With reference to the suggested proviso, we interpret this as meaning that if and
when your Company shall itself engage in the manufacture of Dental Burs, then
the amendment referred to shall become effective and thereby you shall have the right
to terminate the Agreement by six months' advance notice in writing.

You will recall that the basis of our arrangement rested upon the provision of
regular production schedules, and as our policy is to set up production schedules
. or commodities of the kind concerned 12 months in advance, we will state that we
are willing to accept your proviso with the further amendment that it shall read
** 12 months’ notice ** instead of 6.

We shall be glad to receive your confirmation in due course.

Yours very truly,
THE AMALGAMATED DENTAL ComMpPany LTD.,
Director.
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From: Tue DENTAL ManNUFAcTURING Co. LTD.

To: The Amalgamated Dental Co. Ltd.,
Solila House,
7, Swallow Street,
London, W.1.
30th December, 1947
Dear Sirs,

We thank you for your letter of the 22nd instant, and in the circumstances we are

agreeable to accept your amendment that our proviso shall read twelve months’
notice instead of six.

~ We would like to thank you and your Directors for their co-operation and courtesy
in this matter.

Yours faithfully,
THE DeEnTAL MaNUFACTURING Co. LTD.
Managing Director.

From: THE AMALGAMATED DENTAL Co. LIMITED,
Lonpon, W.1.

To: The S. S. White Co. of Great Britain Ltd.,
126, Great Portland Street,
London, W.1.

Private and Confidential

1st December, 1949
Dear

We have pleasure in setting out below details of the arrangements covering your
purchases of Ash Burs as from January 1st, 1950, which we had the pleasure of
discussing with you yesterday afternoon and to which you were good enough to
express your approval:—

1. You will undertake to handle and sell Burs supplied by this Company, exclusively
and to carry reasonable and proper stocks for this purpose. :

2. The price to be paid for such Burs shall be the regular wholesale selling price
ruling at the time of sale, but in consideration of this undertaking we will grant you
the following additional discounts on your annual purchases:—

Up to 400,000 Burs
400,001 to 600,000
600,001 to 800,000
800,000 onwards

3. The additional discounts to be calculated and credited to you annually not
later than the 25th day of January each year.

4. Your annual quantity purchases to be determined according to the invoice
date of Burs supplied to you.

5. The additional discounts are to be calculated on the basis of our invoice value
to you of those Burs ranking for discount according to the formula detailed in
paragraph 2.
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6. The Burs to be included in this arrangement are as follows :—
Standard Burs;
Miniature Burs;
Bur contents of Cabinets;
Bur contents of blocks.

7. You will undertake not to resell the Burs except by Retail and at those prices
published by the Company from time to time.

8. This arrangement shall continue in force for a period of three years from 1st
January, 1950, and continue thereafter from year to year subject to six months notice
of termination to be given by either party.

We shall be glad to receive your formal confirmation and acceptance of these
terms in due course.
+ With best regards,
Yours very truly,

THE AMALGAMATED DEeEnTAL Co. LIMITED

Sales Manager.

From: The S. S. White Co. of Great Britain,.
London, W.1.

To:  The Amalgamated Dental Co. Litd.,
Solila House,
7, Swallow Street,
Piccadilly, London, W.1.

5th December, 1949,
Dear

Mr. has handed your letter of December 1st to me for attention, and I
have pleasure in confirming formally the terms proposed, except that I would suggest
the following alterations in Nos. 1 & 2, to bring them more into line with our
discussion on Wednesday afternoon. The proposed amended clauses are as follows :—

1. You will undertake to stock and sell steel Burs supplied by this Company
exclusively and to carry reasonable and proper stocks for this purpose, it being agreed
that this will not preclude vou from handling, but not stocking, other Burs when
specifically ordered or from stocking S. S. White Revelation Burs in the event of
your being able to import them.

2. This should be as in your letter with the following addition. 1t being under-
stood that this arrangement would lapse if the wholesale margin of profit is reduced
below that prevailing at the present time.

I think vou will agree that the above suggestions are reasonable in view of our
conference.

I am enclosing an initial order for 200,000 Burs and we intend sending you further
similar orders during the course of the next year.

Yours sincerely,
THE 5. S. WHITE Co. oF GREAT BrITAIN LTD.

Retail Sales Manager,









APPENDIX 28
Referred to in paras. 205-208

Suggested amendments to the A.D.M.T. Rules and Regulations
put forward by the A.D.M.T. and suggestions applicable to any
dental trade association submitted by A. D. Co.

The main proposals are given below either as originally worded or in summarised
form.

1. A.D.M.T. Proposals

() If ever the question of refusing applicants for dealer membership on the ground
that there were already too many dealers were to arise, it might be helpful for the
Council to canvass the views of the British Dental Association, * but they feel
strongly that in general applications should be accepted when made by experienced
travellers or managers in dealers’ businesses who have built up a personal goodwill
and who wish to invest their savings in opening up business on their own ™.

(&) Although the rules do not so provide, * it is strongly arguable that, having
regard to the interests of the profession, any new dealer member should be, or should
employ, a full-time manager, being a person with not less than 5 years' experience
of the dental trade and not less than 2 years’ experience of the dental dealers trade ™.

(c¢) The A.D.M.T. feel that the Council’s discretion In regard to the election of
members should be retained ** as it would be impossible to envisage rules to meet
every contingency.” It is thought, however, that the factors which, amongst others,
should be taken into account might be indicated in the Rules.

(d) The A.D.M.T. would welcome any simple procedure whereby disputes arising
from the exercise of the discretionary powers of the Council regarding the election
of members (and on other matters) could be brought before a suitable outside tribunal.

(¢) Rule 4 (7), which debars Co-operative Socicties from membership, could be
deleted.

(f) The Council would welcome any reasonable alternative which would relieve
them of the task of assessing members’ subscriptions in accordance with the size of
their businesses.

5 lig]&;f'he words “ or office ™ in the first classification under Rule 4 (3) should be
eleted.

(h) There should be a special class of dealer membership for those dealer-
manufacturer members (about 5 or 6 in number) who have showrooms where
specialised equipment (such as X-Ray and electrical equipment) is displayed but
who do not stock the general range of dental goods.

(i) ** The Association consider that it would be against public policy to prohibit
entirely the sale of goods to non-members. The latter may require the goods for
their own use (e.g., where a non-member dealer also carries on a laboratory). It is
considered, however, that an addition should be made to Regulation 66 to ensure
that goods are not sold to non-member dealers who are known to cut prices, save
on a written undertaking that the goods in question will not be sold below the fixed
retail price *’.

(i) The Association are disposed to consider re-drafting Regulations 31 to 41
* to provide only that in future there shall continue to be an Appraisers List indicating
maximum prices (based on a fair market value) at which secondhand goods may be
bought and that the dealer shall be prohibited from selling secondhand goods below
the price he has paid for them for a period of one year from the date of purchase.
Returns could be dispensed with, if all transactions in secondhand goods were

entered into a special ledger open to inspection by the Secretary or Accountants of
the Association ™.

(k) The Association point out that the Regulation concerning the sale of any
description of goods at prices which do not show a reasonable gross profit
(Regulation 57) has not been invoked for many years and might be deleted.

136
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(I) Rule 8 (4), giving the Council power to institute a quota system, was introduced
following the successful operation of the quota scheme* during the war. * The
Association would have no objection to re-drawing this Rule so that it should only
be effective where the quota scheme was imposed at the request or with the consent
of the British Dental Association and the Ministry of Health ™.

{(m) * The Stop List has never been operated in the precise terms of the Rules;
indeed it is not needed as it is by trade associations of which the retailer, as opposed
to the manufacturer, may not be a member at all. The Association, therefore,
consider that the Stop List provisions might well be deleted. Similarly the Associa-
tion has never exercised Rule 11 (1) (ii)—deprivation of a member of his rights
of membership for such period as the Council may think fit—and it has only on
very rare occasions exercised its powers under Rule 11 (1) (v)—in the case of a
member enjoying a trade discount, such reduction in the amount thereof for such
period as the Council may determine

2. A.D. Co. Proposals

The A.D. Co. is convinced that the primary function of any dental trade associa-
tion must be to ensure the maintenance of re-sale prices fixed by manufacturers for
their products and the prevention of any course of trading calculated to destroy
such maintenance. This object should be specifically stated to avoid misconception.
All other objects should be ancillary thereto—any declared object which appears to
exceed the requirements of the main object should be avoided. It should also be
made clear that the association has no power to interfere with the absolute discretion
of manufacturers and distributors in fixing end prices and the amount of trade
discounts for their products and any rule or regulation which appears to fetter this
right should be abandoned.

On the individual rules of any such association, the Company makes the following
suggestions :—

(a) Membership should be open to * all individuals, firms, companies, or incor-
porated societies whose financial integrity is not in dispute and who otherwise
conform to the conditions of membership and undertake to establish a depot or
depots capable of giving adequate service ™

(b) * Expulsion from the Association or suspension from membership for a
limited period appear to be adequate sanctions. Monetary penalties for minor
infractions of the conditions of membership ought to be subject to a reasonable
maximum .

(¢) The conditions attaching to quantity rates should be modified to cover the
case where a quantity order is given bona fide but cannot be wholly executed in one
consignment by reason of short supplies.

(d) On request in writing by or on behalf of an educational institution, a member
should be free to present samples of dental merchandise for use in such institution
without charge.

(¢) The Association should publish periodical lists of approved ceiling prices
which a dealer may pay for secondhand goods. On re-sale, the ceiling price should
be cost to dealer, plus cost of any repairs, plus, say, 25 per cent. of the aggregate
of the two taken together. The rules should not hinder, or appear to hinder, the
acquisition as between dentists of secondhand equipment.

(f) * Trade on sale or return either increases overheads or is a form of unfair
trading. In cases of bona fide necessity for selection, the difficulty can be overcome
by credits against returns »’.

(g) Should a satisfactory system of bulk buying (which did not add substantially
to administrative costs) be developed for hospitals (including teaching hospitals) and
clinics, the association’s rules should allow for central buying on a tender basis or
fﬂr some similar form of buying direct from manufacturers. It is pointed out that

* only merchandise of certain categories is suitable for central buying in quantity

. Also it must not be lost sight of that central buying will tend to concentrate
toa greater degree more trade in the hands of single manufacturers and distributors,
who, in the absence of competition, may be tempted to neglect research which is or
should be the breath of life to a technical industry ™.

* This was a scheme for the division of teeth supplies among the dealers which was
introduced with the approval of the British Dental Association and the Ministry of Health
in order to obtain a satisfactory distribution of teeth which were then in short supply.




APPENDIX 29
Definition of accounting terms

There are a number of references in the Report and the Appendices to ** Turnover”,
* Net Profit ” and * Employed Capital "' and, unless otherwise specified in the text,
the meanings given to these are as follows:—

TURNOVER

Net sales, i.e., invoice value of goods sold, less returns, allowances, rebates
and all discounts.

NET PROFIT
(a) Manufacturers

Excess of net sales plus any other trading receipts over costs of production
and general operating expenses which include depreciation (but not initial
allowances), amortisation of leases, ** MNet Schedule A ™ values for owner-
occupiers (in lieu of rent) and all forms of directors’ remuneration, but not
any taxation on profits (E.P.T., N.D.C., profits tax or income tax), interest on
borrowed money (e.g., debenture or bank loan interest), or transfers to general
reserve.

If the reference is to profit for part only of a business, or for specified products
only, costs have been allocated in a manner similar to that adopted by the
manufacturer or, where the manufacturer had made no allocation, on such
bases as seemed reasonable.

(Individual computations of profit have been agreed with the manufacturers
concerned. )

(b) Distributors

Excess of net sales plus any other trading receipts over the cost of goods sold
and operating expenses which include depreciation, amortisation of leases,
** Net Schedule A ™ value for owner-occupiers (in lieu of rent), and directors’,
partners’ and proprietors’ remuneration (see below) but not any taxation on
profits, interest on borrowed money or transfers to general reserve.

(The information was secured by asking for a return, supported by audited
accounts. Distributors were asked to limit the amount included as directors’,
partners’ or proprietors’ remuneration to such a sum as would otherwise have
to be paid to employees for equivalent work; agreement was reached as to the
reasonableness of the sums claimed in all except one case—and in this instance
the effect on the results reported is negligible.)

EMPLOYED CAPITAL

MNet assets, comprising fixed and current assets used in the business (but not
goodwill), less current liabilities and provisions. The amount of employed
capital has been computed by taking the average of the net assets at the beginning
and end of the period concerned, at the values shown by the balance sheets.

If the reference is to capital employed in part only of a business, or is confined
to certain products, net assets have been allocated in a similar manner to that
adopted by the manufacturer or, where the manufacturer had made no allocation,
on such bases as seemed reasonable.

(The computations of capital employed have been agreed with the manufac-
turers concerned, except where noted to the contrary.)
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