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PCT Chief Executives 
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The NHS as preferred provider 
 
On the 17th September, the Secretary of State made a speech at the King’s 
Fund which focused on putting quality at the core of the NHS. He stated:  
 
With quality at its core, I think the NHS can finally move beyond the polarising 
debates of the last decade over private or public sector provision. Let me 
begin with where I stand on this debate, and that is that the NHS is our 
preferred provider. But it is the important job of the commissioner to test 
whether these services provide best value and real quality. 
 
Where a provider is not delivering quality – and the new accountability 
information will more readily demonstrate that – we will set out a clearer 
process that will provide an opportunity for existing providers to improve 
before opening up to new potential providers. This is fair to all as it means 
everyone knows where they stand and services stand or fall on the quality 
they provide.” 
 
The purpose of this letter is to share with you how we propose to take this 
policy forward and highlight the potential implications for commissioners.  
 
“The NHS as the preferred provider” is about getting the best care for patients  
and looking after the NHS staff who care for them. Our aim is to ensure that 
NHS staff are treated fairly and engaged in decisions, so that they know what 
is happening and when, what changes are being sought and why, and have a 
full opportunity to contribute to improving and re-designing the services that 
they provide. Service improvement and re-design should not be something 
which is imposed on NHS staff but something which they own and lead.  

 
We propose to do this – as the Secretary of State announced at the King’s 
Fund – “by setting out a clearer process that will provide an opportunity for 
existing providers to improve before opening up to new potential providers”. 
This will ensure “everyone knows where they stand and services stand or fall 
on the quality they provide”. In practical terms, we will provide guidance to 
PCTs on the processes we expect them to follow, which includes engaging 
with NHS organisations and their staff and trade union representatives, 
coupled with strengthened assurance processes.  



 
“The NHS as the preferred provider” does not have implications for current or 
future 'Right to Request' proposals to set up social enterprises. We remain 
committed to supporting those PCT staff who wish to set up social 
enterprises, and neither Secretary of State's letter, nor future guidance, 
should preclude the establishment of successful 'Right to Request' schemes. 
Application and assurance processes remain unchanged.  
 
The Secretary of State has written to Brendan Barber, the General Secretary 
of the TUC, outlining the core principles he expects commissioners to follow 
from now when engaging with NHS providers. To illustrate these principles 
and how they might be developed in practice, we have developed six draft 
scenarios which set out the processes we expect PCTs to follow henceforth 
as commissioning needs arise (these are shown as an annex to the letter). 
These scenarios will inform the development of further guidance. 
 
We will approach the development of guidance in two stages. Firstly we will  
publish guidance which will supersede Necessity – Not Nicety. Secondly, we 
will issue a revised PCT Procurement Guide and refined Principles and Rules 
of Co-operation and Competition. All key stakeholders will be invited to help 
shape these documents.  
 
Whilst we are preparing and publishing new guidance that will supersede 
Necessity – Not Nicety, we remain committed to the establishment of regional 
Commercial Support Units and the national Strategic Market Development 
Unit, which have important roles to play in supporting the development of 
World Class Commissioning (WCC).  
 
In addition to the revised guidance, there will be implications for assurance 
processes, including for WCC and Transforming Community Services. It is too 
early to tell what these are likely to be but the WCC and TCS teams will work 
closely with the service, the SPF and stakeholders to identify and develop 
appropriate proposals that are robust and aligned existing assurance 
mechanisms. 
 
Our over-riding principle is to provide high quality care for patients delivered 
by providers who offer the best care. We remain committed to the 
participation of independent and third sector providers where this is the right 
model for patients – for example, where we need new services/service 
models, or substantial increases in capacity, or to offer increased choice to 
patients or to stimulate innovation.  
 
We are committed to treating NHS staff fairly; giving NHS providers the 
opportunity to meet commissioner’s needs and thereby doing the best thing 
for NHS patients. For new or substantially redesigned services, PCTs would 
be expected to engage fully with the existing provider(s) and staff at an early 
stage, as well as other potential providers, enabling them to contribute to 
service specifications. Only after this would a decision on whether or not to 
openly tender take place. When competition is used it should be transparent, 



equal, fair and proportionate to deliver the best care to meet the needs of the 
local population. 
 
I hope this helps to explain the concept of “the NHS as the preferred 
provider”, in advance of the proposed revised guidance. If you would like any 
further information, or clarification of the above, please do not hesitate to 
contact your  SHA system management or commissioning director, or Claire 
Whittington (0113 254 5619),  Sebastian Habibi (0207 633 7458) or Bob 
Ricketts (0207 633 4209/4210) at the Department.  
 

 
 
David Nicholson CBE 
NHS Chief Executive 
 
Enclosed  
1. Letter from SofS to Brendan Barber, General Secretary of the TUC 
 










