Meeting at Kings Fund for GP Entrepreneurs

16th January 2007
Here we listened to a few groups, Bris-doc, Impact Integrated Partnerships and Notts Social Enterprise (Principia)

Most of the ideas we had worked through ourselves in Dacorum, such as in the foundation of DacDoc, let alone DacCom. Despite their higher profile, most of the initiatives seemed to have wasted more time and money coming to the conclusions we had, and are not further forward.  In fact I believe we are quite advanced!  

One provider (acupuncture, chiropractor etc) had ticked all the right boxes for its social enterprise, not-for-profit, patient public and patient involvement, such that it was presented with a prize by Our Secretary Of State only a few weeks ago.  Shame, that from April 1st it has not a single PCT contract, so that’s that.

Many of the organisations presented seemed to be muddled Provider/Commissioning organisations.  Some were clearly set up, encouraged and funded by PCTs to maintain local PCT type functions and staff after the mergers…often with the “Social Enterprise” hat.
Most speakers waffled on about Social Enterprises and used words to touch those buttons.  It took David Carson of the Carson report to cut through all that verbiage.
Most of the organisations created have an extraordinary complex structure with stakeholders, shareholders and complex articles of association.  An out of hours service determined to keep NHS pensions, but wanted to do other things, had to create a complex company with only working GPs as shareholders, as only working-GP ownership can give NHS pensions.  When GPs retired they had to sell.   The company cannot raise capital by any share offerings, except by its members.  It has weakened it and makes it uncompetitive.
David Carson then cleared it all up.

NHS pensions will in the next few years not be any different from commercial ones.  They will be average earnings.  This will create a level playing field.  The next Government of any hue will do that immediately in office, and suffer the industrial action that will follow the change.

What do people mean by Not for Profit? 
Are you doing it for free? 

Are you not going to salary anyone? 
If you claim that you are not even going to have any profit then you will fail.  Price cannot equal cost as you will have a cash flow problem and die.

Most if not all of the current “not for profit” and social enterprise schemes can at any time vote to de-mutualise themselves and turn themselves into a profit making company or sell out (Abbey National, Harmoni etc).  So a “not for profit” company can be increasing shareholder value.  This is done by re-investing the surplus in building up the business. It can also have contracts with profit making companies owned by the same shareholders, or other ways to export its added value.  
There are very few Community Benefit companies that have an asset lock which guarantees that the company can never de-mutualise. These are complex, inflexible and are registered as a Community Interest Company, CIC.  They are for pure social purposes.

Co-ops start when there is a shared local specific need (building societies).Once that is satisfied the necessity for that mutual structure diminishes.

So when we are setting up DacCom provider we need to think what is it for and what are we trying to achieve.

Stability

Speed

Is it for members or shareholders?

Are the members the customers?

Social purpose

Staff ownership

Capital growth

How do you raise capital?

1 Personal

2 External

3 Gifts even (social partnership)

4 Borrowing

5 NHS and DH even
6 Intellectual capital & the drivers of the organisation

Social Enterprise is a misleading term.  To really be such a thing you need to be a

Co-op (proper mutual) or a Charity and you could be a Community Interest Company.  CIC.

The term does not mean you uphold NHS ethos…whatever that is.

Either you reward people in revenue terms or capital terms.  There is no need to be squeamish about it.

Give GPs want they want…which is an element of control over their own destiny.  Although earlier we heard that most GPs simply want mitigation of risk.

The conclusion from all this is that the only way to run a provider company is as a limited profit making company.  It is honest, and gives us speed of action and can raise capital.  We then convince the PCT and GPs that they need what we will provide, and that they and our patients will benefit directly from it.

Gerry
