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NATIONAL TARIFF 2017-19 STATUTORY CONSULTATION:                
NHS PROVIDERS RESPONSE  
 

ABOUT NHS PROVIDERS 
NHS Providers is the membership organisation and trade association for NHS acute, ambulance, community 
and mental health services that treat patients and service users in the NHS.  We help those foundation trusts 
and trusts to deliver high quality, patient-focused care by enabling them to learn from each other, acting as 
their public voice and helping shape the system in which they operate.  96% of providers are in our 
membership.  
 

KEY MESSAGES 
NHS Providers welcomes many of the proposals NHSI has put forward as part of the national tariff for 2017-19. 
Compared to previous years there has been a move towards a more achievable efficiency factor and support for a 
more stable and longer-term planning cycle. However, our response also notes that the national tariff proposals will 
have a significant impact on many individual NHS providers, and this must be taken into account more effectively so 
these individual providers are not significantly destabilised over the next two years. We also note more broadly that 
the national tariff does not operate in isolation and can not in of itself identify or meet all the cost pressures NHS 
providers face – for this reason we would argue that the cumulative impact of cost pressures on providers must be 
more effectively understood and included in wider financial and regulatory interventions such as the control total 
process.  

 

Engagement 

NHS Providers recognises that in spite of the tight timescales for this year’s tariff proposals, the engagement with the 
sector by NHS Improvement (NHSI) has been greatly improved from where it was in recent years, with the addition 
of regular bulletins, well timed engagement workshops and better structured documentation. There has been far 
greater alignment as well in publication of key documents, with the contract and CQUIN guidance both being 
published in time for providers to consider ahead of this consultation. NHS Providers also welcomes the 
collaborative approach NHSI continue to take in sourcing providers to implement the impact assessment and 
refining its conclusions. 
 
The publication of the Metrics engine is also a significant innovation and greatly improves the transparency of the 
manual adjustments process for prices.  Through this tool individual trusts identified tariffs where they believe 
further adjustment was required and have raised these issues with the NHSI pricing team. We have assumed these 
recommendations are being fully reviewed and further manual adjustments will be made if necessary.  

 

A two year tariff 

The move to a two year tariff process is a positive development that NHS Providers have long called for.  Introducing 
a two year funding cycle should help ensure that financial planning is carried out in a more stable way. This is 
important in the broader policy context in which providers are operating, where they are being asked to plan their 
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finances and resources more strategically across their local health economies.  This level of policy alignment, 
mirrored by a two year contracting process, is to be welcomed. However, we would repeat key questions we asked 
in our summer engagement response regarding the two year tariff process:  
 

 What is the reason a two year tariff was selected? Is a two year period considered the optimum time period for a 
multi year tariff from a provider perspective, or simply the most straightforward timespan for the introduction 
and implementation of a multi year tariff from the perspective of the national bodies? In future cycles, are NHSI 
intending to consider three or more year tariffs, or are two year tariffs intended to become the standard planning 
cycle? 

 How will the engagement format and process on the tariff be adjusted in line with the two year tariff proposal? 
What opportunities will exist for providers to engage with proposals for the 2019/20 tariff including statutory 
consultation? Given the length of lead time between tariffs, there is a strong opportunity to ensure that the 
2019/20 tariff is as effective as possible for all actors within the system and it is aligned with national policy – NHS 
Providers would offer any necessary support to help with this two year engagement process.  

 How will changes be made if necessary within the 2017-19 period ? The consultation document states “We have 
considered the implications of significant changes in our assumptions and we will continue to review any issues 
raised”. NHS Providers understands that broad assumptions have been modelled in to elements such as the 
efficiency factor and cost inflation, but we would like to see more detail as to how more general reviews of any 
unexpected issues (e.g. large inflation and foreign currency exchange rate changes) that occur will work in 
practice, and if there will be a mechanism for instigating any necessary changes. 

 

The efficiency factor and cost uplifts 

NHS Providers welcomes that the efficiency factor has not risen from 2016/17 and will be stable for two years at 2%. 
We note however that the statutory consultation notice suggests that an average provider’s efficiency gains in a year 
are closer to 1%, and therefore 2% will still be a highly stretching task for the sector to comply with. This, in addition 
to very slim net cost uplift of 0.1%, the further savings mandated under control totals, and costs not factored into 
tariff calculations (see sections below), means that 2017-19 is set to be a very demanding period for providers 
financially. 
 

Objection threshold 

NHS Providers is pleased to be able to provide feedback on the tariff statutory consultation. However we note, as we 
have previously, that the recent changes to the tariff objection threshold have removed an important safety value 
and sense-check mechanism within the tariff-setting process.  The objection mechanism is only triggered if 66% of 
all providers of health services, regardless of their share of supply and size, choose to reject the tariff methodology.  
Given that only 62% of all relevant providers are NHS trusts or foundation trusts, this means that even if every 
relevant NHS provider were to object to the tariff proposals, this would not be enough to trigger the mechanism. As 
a result, NHS providers may be less likely to formally object if they see issues with the methodology as they know it is 
unlikely to result in changes, which in turn means that NHSI and NHS England (NHSE) are likely to receive an 
incomplete picture regarding the level of acceptance of the tariff from the provider sector. For this reason we would 
recommend that the previous threshold of 51% based on supply is reinstated.  
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KEY AREAS OF DETAILE D FEEDBACK 

Outpatient follow ups 

NHS Providers welcomes the developments in outpatient payment following the summer consultation, with the 
removal of the proposal to have block payment for outpatient follow ups. However, we still have serious concerns 
with the proposals as they currently stand.   Many providers are exploring ways of delivering outpatient care 
differently, which may be amenable to new payment models. However, this service and payment redesign needs 
careful planning, engagement and testing. We believe that this has not occurred for the current proposals as they 
stand, and as such they will still cause significant problems for the sector, loading unwarranted financial risk onto the 
provider sector. Furthermore, and more significantly, they could also act counter to the best interests of patients.  
 
We understand creating a different payment threshold for transfer payments to first attendances will attempt to 
limit follow up volumes and high first face to face to follow up ratios. However, funding should follow and 
incentivise the most appropriate clinical care. This principle is clearly demonstrated in other parts of the tariff, such 
as in the selection of best practice tariffs (BPTs). Any funding mechanism that could be counter productive from a 
clinical perspective and potentially incentivise incorrect clinical behaviours should not be introduced through the 
tariff.  
 
There is a clear danger of this happening through having different thresholds for the transfer of costs into first 
attendances, up to 20% or 30% at a treatment function code level. This would mean for those specialist areas where 
30% is the new threshold (now over 60% of all nationally priced outpatient follow-up activity),there would be strong 
incentives for increased or inappropriate discharges back to primary and/or community care - behaviour that 
contravenes NICE guidance on treatment. The underlying assumption behind the policy seems to be that 
outpatient follow-up activity is by definition less intensive and less clinically appropriate. There is no evidence for this 
provided in the consultation.  
 
Trusts will continue to do the right things for patients, and therefore will expose themselves to financial risk - this 
policy would have a serious impact for example on chronic patient activity in specialist areas where a patient 
frequently requires many face to face appointments in a secondary care setting. It also may act as a destabilising 
force for the financial sustainability of hospital departments that have a heavy chronic disease profile. For example in 
ophthalmology, which is proposed to move to the 30% threshold, the follow up appointment ratio for patients with 
glaucoma is 1:16, age related macular degeneration is 1: 12 and diabetic eye disease is 1:121. This reflects the needs 
of the patients and the lack of service in the community to examine and treat these patients.  
 
Although this is a specific example in one area, ophthalmology demonstrates the core issue with these proposals. 
Across different specialities at the 30% transfer rate, there will also be similar instances where follow up care can 
currently only be properly provided in a secondary care setting. We would recommend a review of all these 
specialities, the amount of follow-ups, and the standards of provision in community settings is carried out before 
any changes are made to the current standard 10% transfer rate. There is also a significant difficulty to be overcome 
between financial years in that follow-ups will often take place in a different year to the first outpatient attendance. 

                                                             
 
1 Royal College of Ophthalmologists briefing 
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This needs more time and dialogue between NHSI, providers and commissioners in order for it to deliver what is 
intended without adverse unintended consequences. 
 
We also note that several outpatient procedure HRGs have been removed from the Tariff price list (EA procedures in 
Cardiology and others). This means many of them will become outpatient follow up procedures instead, further 
increasing the financial risk for providers. These are long term conditions, so the impact of this will be long-lasting 
and difficult for Trusts performing often complex work for a very low remuneration.   
 
Finally, in the current consultation, we also do not believe there is clear evidence presented as to why certain 
speciality areas have been selected as a 30% transfer and others have remained at 10%, while others have moved to 
20%. There is no evidence given in the statutory consultation to support the view that there are inappropriate 
attendances taking place in greater volumes within these areas. Without this evidence, it is not possible for NHS 
Providers to support the proposals. We would recommend instead that either the current rates are maintained, or 
that they are instead moved to a locally determined price. 

 

Specialist top-ups  

Proposed changes to top-ups for specialist services caused considerable debate in discussions in last year’s tariff, 
specifically around concerns that the input data was flawed.  The changes resulting from the proposed move to 
HRG4+ did not result in the expected impact i.e. an increase in funding through the base price for specialised 
services, with some quite marked negative changes in the base tariff of certain service lines. We note that the input 
data is still fundamentally based on York Universities work from HRG4+ phase 2, which has then been adjusted for 
phase 3 by NHS Improvement and NHS England  
    
Therefore there are still on-going sector concerns about the impact of any transition on key providers, in particular 
for providers for orthopaedics, paediatrics and spinal services, who will see a reduction in their top up payments.  
We note that the “phasing” of top up arrangements put in place for these services are designed to help the 
transition for these providers. There are several issues with this however:  
 

 Firstly, there is confusion in the sector over what period these transitional changes will take effect over. In the 
consultation document it mentions both “4 years” (para 250) and “4 tariff periods” (para 258). In light of the move 
to a two year tariff cycle for 2017-19. This needs urgent clarification.  

 Secondly, no information is provided on what the scale of the transition will look like after the period outlined in 
the consultation document, meaning providers of specialised services will have real concerns about their 
financial sustainability after 2019.  Similarly the quantum for 2017-19 of the top-ups is different between what is 
outlined in the impact assessment and the main consultation document. NHS Providers understands the impact 
assessment figures are correct but in either case what is required is a clear and simple communication about 
how the top ups will change, and over what period, in order to give reassurance to the specialist sector.  

 Lastly, tariff guidance has also previously suggested that Trusts who are extreme outliers within the financial 
impact assessment may receive additional financial support to smooth this impact (beyond top up payments). 
No clarity has yet been provided as to how much this may be, and how this may be accessed. This needs to be 
urgently addressed. 

 
Beyond top ups, there are other specific concerns for the orthopaedic tariff that still need to be tackled. We 
understand that scoliosis has been coded to a rheumatology top-up category, and it is unlikely that this will be able 
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to be changed before the final tariff. This will have a significant financial impact on orthopaedic providers – if it is 
unable to be addressed through tariff changes, then there will need to be, at a minimum, a recognition of this cost 
pressure in the control totals that providers are being asked to achieve in throughout 2017-19.  Similarly, changes to 
hip and knee revision will again impact on orthopaedic providers - analysis undertaken by one trust shows that the 
new tariff will only cover the costs in 28% of hip revisions and 13% of knee revisions. We would recommend further 
smoothing of tariff relativities for these revisions, to mitigate the financial impact on providers, and again if this is not 
possible mitigation is provided through the control totals process.  
 
Additionally we would highlight that NHSE only make top up payments to some centres providing these services, 
with other specialised activity which is unavoidable at non-approved trusts not attracting to-ups. It is not clear if this 
is factored into the calculation of tariffs for specialised activities, so non-approved centres may be compelled to 
perform this work at a loss. Further details about how these costs have been factored into the tariff would be 
welcome.  
 

Unfunded cost pressures  

NHS Providers agrees that in the current financial context an efficiency factor has to be set that will challenge 
providers to achieve high levels of efficiency savings. We recognise that the 2% efficiency factor proposed for 2017-
19 is more realistic for providers to achieve than in recent years.  
 
However the method for setting the national rate at 2% does not take into account the many elements of business 
rules and contracting process for 17-19 which will result in providers needing to find additional efficiencies 
significantly above this level, as well as other cost pressures.  We list some of the examples of these “unfunded” cost 
pressures below:  
 

 The proposed CQUIN this year that places 0.5% of provider 2017/18 revenue at risk against achieving their 
2016/17 control total. Achieving control totals has been hugely demanding for the provider sector, and we do 
not believe it is reasonable to financially penalise providers who may have already made significant savings. 
Providers who miss their targets will not only miss out on their control total money, but also lose this funding, 
and tariff will not cover the loss.  In addition the specialised commissioning CQUIN reduction to 2% for non Hep 
C delivery network providers, and 0.5% of CCG CQUIN is held at risk  for ‘engaging’  with  STPs means huge 
amounts of revenue for providers is at risk and not compensated for through a lower efficiency factor or higher 
cost uplift.  

 The 2017 change in rateable values for business rates. We have received intelligence from members that the 
impact on these changes can be significant (e.g. c£1m) for larger trusts. 

 While we do not have any specific objections to the new BPTs proposed, there will be additional administrative 
burdens required to deliver BPTs. More generally, we estimate the impact of administering the new tariff has 
been significantly underestimated in the impact assessment of the tariff, compared to that of retaining the 
2016/17 tariff. The assessment makes no allowance for the resources required in negotiations between 
commissioners and providers, only focusing on development and running costs for any new systems required. 

 New legislation, policy and guidance mandated through the standard contract. The 2017-19 standard 
contract introduces a range of national policy initiatives providers need to comply with, unaccompanied by any 
rise in the national tariff or service development fund to help with their implementation. These include, but are 
not limited to, acute providers progressing implementation of the national clinical seven day services standards, 
supporting patients to self care, installing interoperable IT systems, electronic transmission of clinic letters and 
discharge summaries  
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 The unknown impact of freezing the High Cost Drug schedules resulting in trusts being required to fund 
high cost drugs  which are not on any forward planning schedules (see section below) 

 Changes to the junior doctors’ contract mean it may no longer be cost neutral to implement.  

 A move to an annual fee per user for Microsoft software as opposed to the licence. This has resulted in cost of 
over £300k for some trusts. 

 DH plans to charge the cost of administering the NHS Pension Scheme on to Employers from 2017-18, with a 
predicted cost of £30m to the provider sector. 

 0.5% of provider revenue at risk against the attainment of the conditions of the apprenticeship levy. The 
calculations in the tariff assume providers will be able to achieve significant take up their allocation of 
apprentices, which given trust business models and staffing profiles is unlikely.  

 Fall in the pound following the European referendum affecting procurement prices (direct and indirect costs) 

 CQC fees, which are proposed to increase from April 2017 
 
Individually, these costs are significant but not unsustainable for providers. However, cumulatively, they create a 
huge additional cost pressure that will not be covered by a net cost uplift of 0.1%.   We would assert that these 
factors must be considered in the control totals that providers are being asked to achieve, as they will not at this 
stage be covered by the tariff. For future tariff periods, we would recommend that a more fundamental review of the 
cost pressures is factored into the tariff modelling and control total process to give a more accurate reflection of the 
cost pressures that providers face. With a two year tariff process this detailed work should be achievable ahead of 
the 2019/20 financial year.  

 

OTHER AREAS OF IMPACT TO CONSIDER 

HRG4+ 

NHS Providers also welcomes the move to HRG4+ (phase 3). HRG4+ introduces more granularity to income 
assignment; and is based on more recent cost information; meaning that the level of income assigned to activity 
should more accurately reflect the cost of the activity.  We welcome that it is based on more recent reference cost 
data from 2014/15 and hope this will result in more accurate currency costing and payments. Similarly, the principles 
behind the introduction of a greater level of granularity via the introduction of further currencies under HRG4+, to 
represent and better identify the resources needed to treat patients of different levels of complexity, is also 
supported 
 
We agree with the top slicing measures that have be introduced to reduce volatility in the move to the new 
currency design, above so that services recover 75% of any initial estimated loss, with tariff prices outside these 
subchapters reduced equally by 1.2% to pay for this revenue adjustment.  However, we still have concerns that 
HRG4+ will introduce new volatility to provider and commissioner income and expenditure, despite these 
mitigations. As the consultation document notes “The remaining issues [with volatility] may relate to casemix 
complexity that is not captured adequately by the HRG4 or HRG4+ currency designs and cannot be mitigated 
through the national tariff.” This means some providers will need to make greater efficiency savings over and above 
those nationally agreed. These providers will need to be clearly recognised in their control total calculations. Also if 
right to do so, these providers should be given the necessary support to correct their coding to compensate for 
income losses due to the changes.  
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While adjustments have been made to commissioner allocations for 2017-19, these do not reflect the actual impact 
of HRG4+ modelled at their corresponding providers, largely due to the modelling being done on historic datasets. 
We also note as part of the move to HRG4+ NHS England is conducting an exercise to make adjustments between 
CCG and specialist commissioners’ budgets to ensure the changes are “purchasing-provider” neutral between 
locally and nationally commissioned prices. However, in the current financial climate we are concerned about the 
continued changes to the Identification Rules for specialised services and supplementary guidance that determine 
whether spells are specialist or not - we are concerned this exercise will move purchasing power around the system 
in a way that may destabilise the NHS in certain local health economies and make contracting negotiations 
significantly more difficult.  

 

High cost drugs 

Our members have expressed concerns that over the impact fixing the high cost drug list will have on services and 
statutory duties, should any drugs unknown at the statutory consultation stage be agreed in year or subject to NICE 
TAGs.  This will result in providers having to fund or cross subsidise drugs from existing tariff payments, which are 
not intended to cover these additional costs. Should providers decide not to use such drugs, this will then impact 
adversely on the quality of clinical treatments and practice, with patients not being able to receive the most up to 
date and effective treatments. The consultation notice states that this will be kept under ‘national review’ but no 
assurance is provided that material adverse impacts of this proposal will be corrected within the two years this tariff 
covers. 
 

Updates to the maternity pathway 

As noted in our response to the summer consultation, NHS Providers believes the proposed changes to the 
maternity pathway are an improvement on the current system, and support the proposal that income received by 
individual providers would be determined by their maternity casemix for the antenatal stage of the maternity 
pathway. This should mean that this area is more appropriately recompensed. However our members still have 
major concerns about the maternity pathway – as the benefits are not clearly demonstrated, it places additional 
administrative and recharging burden on providers, and the design of the pathway places large amounts of financial 
risk within the system. We note the consultation states the outputs of the maternity review have been considered 
but NHSI did not feel it had a strong enough evidence base on which to propose new payment approaches 
between the completion of that review and the publication of the consultation. It is disappointing this means none 
of the payment proposals will be implemented before 2020/21 at the earliest, meaning providers need to continue 
to deal with the difficulties the system creates. 
 
In particular, providers continue to face a substantial cost pressure as a result of NHS England’s decision to move 
fetal medicine into the maternity pathway rather than paying for this separately. Such highly specialised diagnostics/ 
and interventions are undertaken across a limited range of providers and it would appear that these providers are 
being inadequately compensated for such services. We understand that NHS England conducted costing analysis to 
better assess the impact of fetal medicine and other maternity pathway challenges, and this has resulted in new 
HRGs. However unless these are listed as explicit exclusions to the pathway, these will remain underfunded due to 
inter-trust billing issues. In particular, billing is reliant on the CSUs coordinating a complex invoicing system locally, 
which often results in providers not being paid for the services they provide 
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National variations  

NHS Providers continues to contest the continued use of the emergency marginal rate as an incentive to drive 
behaviours. It has a poor track record in meeting policy objectives and the evidence base to support its use is weak - 
the ever increasing number of admissions through A&E is a clear indicator that this is the case.  There is limited 
evidence to suggest that provider behaviour is responsible for this increase in activity.  
 
NHS Providers would argue for the removal of the 30-day readmission national rule. Similarly again, this rule 
penalises providers for issues that are often out their direct control, such as reductions in social care provision. 
Additionally, the central bodies estimate the total cost burden of this rule on providers is around £200m for 2015/16, 
and therefore has substantially contributed to levels of deficit across the sector. Removing this rule would 
significantly aid the sector in returning to financial stability. 
 
We welcome that the marginal rate for specialised services has been for removed for 2017-19, and would advocate 
the same is now done for emergency services. If this is not possible, at the very least there needs to be greater 
transparency on how the retained money is spent by commissioners to address the increase in A&E demand – we 
welcome guidance for commissioners on this issue has been published alongside the tariff consultation, but would 
like to see much greater detail as to how commissioners will be held to account for complying with this guidance. 
 

 

MENTAL HEALTH 
NHS Providers welcomes the additional guidance written for the sector on how to implement capitated and 
episodic payment models for mental health. Our members have long called for extra support in this area, as the 
requirement to move onto more innovative payment models by 1 April 2017 as outlined in the consultation is set to 
be extremely challenging.  
 
Therefore NHS Providers is concerned that communications with the sector have specified that due to “pending 
policy decisions…central policy regarding payment for performance will be resolved over the next couple of weeks” 
meaning further guidance on capitated and whole population budgets payment for performance has been 
postponed. Our members have been mandated to progress with these new payment models through the tariff and 
urgently need clarity about any pending policy decision that will affect their work in this area. 
 

 


