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2019/20 National Tariff Payment System – formal 
consultation 
NHS Improvement (NHSI) and NHS England (NHSE) have launched the formal consultation on changes 
to the national tariff payment system (NTPS) for 2019/20. The national bodies have published a series 
of detailed documents setting out the proposed changes at length. The statutory consultation 
opened on 23 January and will run until 21 February. 
 
The documents published include:  

• 2019/20 National Tariff Payment System – A consultation notice 

• Annex DtA: The national tariff workbook 

• Impact Assessment 

• A set of annexes on currencies, prices and best practice tariffs 

• A set of supporting documents on specific issues such as the market forces factor, blended payment 
models and the maternity pathway. 

 
The publications follow a proposal paper giving a summary of planned changes to the tariff, released 
in October 2018.  
 
NHS Providers will be responding formally to this consultation. We encourage members to take part, 
both by responding individually, and by feeding back to us. For any questions on this briefing or our 
work in this area please contact david.williams@nhsproviders.org and adam.wright@nhsproviders.org.  
 

Proposed changes to the National Tariff Payment System  
The detailed documents largely confirm and flesh out proposals initially circulated in October. NHSI 
and NHSE propose that:  

• A new “blended” payment system for urgent and emergency care will be introduced, which would fully 
fund providers up to an agreed level of activity. 

• A blended payment system will become the default for adult mental health services. The system would 
mix a fixed or block element, an element based on the activity “clusters” that have been trialled in 
recent years, and an element based on outcomes. 

• The Market Forces Factor (MFF) will be revised. It is the first time it has been recalculated since 2010 and 
the changes will be phased over five years. 

• All maternity prices will become non-mandatory, to address an issue relating to the pricing of public 
health services. 

https://improvement.nhs.uk/resources/national-tariff-1920-consultation/
https://improvement.nhs.uk/documents/3689/1920_statutory_consultation_notice.pdf
https://improvement.nhs.uk/documents/479/Annex_DtA_National_tariff_workbook.xlsx
https://improvement.nhs.uk/documents/487/1920_statutory_consultation_impact_assessment.pdf
https://nhsproviders.org/resource-library/briefings/on-the-day-briefing-national-tariff-proposals-2019-20
https://nhsproviders.org/resource-library/briefings/on-the-day-briefing-national-tariff-proposals-2019-20
mailto:david.williams@nhsproviders.org
mailto:adam.wright@nhsproviders.org
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• £1bn will be transferred from the £2.45bn Provider Sustainability Fund (PSF) into emergency care prices. 

• All prices will rise by 1.25% as the Commissioning for Quality and Innovation (CQUIN) scheme is 
reduced by half. 

• There will be a 5% uplift to cover the Agenda for Change pay increases for 2018/19 and 2019/20. 

• The overall cost uplift factor for the sector is 3.8%. 

• The 1.1% efficiency factor is slightly higher than the NHS’s long term efficiency rate of 0.9%. This reflects 
what would happen if they average performer caught up with the 60th centile, and is justified by large 
variations between trusts and the expectation that poorer performers improve at a faster rate. 

• The tariff will be top-sliced to fund Supply Chain Coordination Limited (SCCL). The tariff documents say 
that consultation responses were strongly against this proposal, but the Department of Health and 
Social Care (DHSC) has argued that the alternative, which would be to fund via a mark-up of product 
prices, would risk SCCL realising the full anticipated benefits of procuring at a national scale. 

• There will be new non-mandatory prices for outpatients, to incentivise non-face-to-face and non-
consultant-led follow ups. 

• There will be a decrease in the frontloading for outpatient appointments for ophthalmology, 
dermatology, urology, and nephrology, meaning providers will have less incentive to reduce follow-up 
appointments. 

• Five new currency areas are being piloted for community services. They are: children and young people 
with disabilities; single episodes of care; long term conditions; frailty; last year of life. Pilots will run to 
March 2020. 

 

Financial impacts of the proposed changes 
• Taken together, the proposed changes to the NTPS, the PSF, CQUIN and Agenda for Change pay will 

benefit 74% of NHS providers. 

• All but four independent providers will see an increase in revenue due to NTPS changes. Tariff revenue 
for the independent sector will increase by between 4% and 7.2%. 

• Most acute trusts will see an increase in tariff revenue of 2% to 4%. 

• The impact on specialist and teaching trusts is more variable: between no change and 3.8% for 
specialist providers, and 1% to 4% for teaching trusts. 

• Community, mental health and ambulance providers will see a smaller increase in tariff revenue: 
between no change and 1.5%. The decision to route £1bn of PSF money into emergency care explains 
the higher rate of growth for acute trusts. 

• Spending on maternity services will fall by 3.33%, or £103m, to recover an over-reimbursement of 
clinical negligence costs. 

• 53 providers (29%) will see a drop in MFF revenue, worth £20m in total. Around £8m of that total will be 
lost by large London teaching trusts or specialised providers.  

• The top-slice to fund SCCL will take £204m out of the tariff. The NTPS documents acknowledge that this 
will load financial risk for the new procurement model onto providers. Acute trusts will bear more of the 
burden, with smaller top-slices proposed for other sectors in recognition that they buy fewer routine 
consumables. The top-slices are: acute – 0.36%; mental health – 0.1%; ambulance – 0.08%; community – 



 
  

 
NHS Providers | ON THE DAY BRIEFING | Page 3 

0.05%. As a result, for the acute sector the total proposed price adjustment is 3.6%; for all other sectors, 
it is 3.9% (this is before the efficiency factor is applied). 

• Top ups for specialist services will total £485.9. The three biggest areas are: children (£171.9m); 
neurosciences (£117.1m); and carding (£74.5m). 

 

Key changes in detail 

Blended payments for urgent and emergency care 

Urgent and emergency care services will be removed from the scope of national prices, and the marginal 
rate emergency tariff (MRET) and 30-day readmission penalties will be removed. Providers and 
commissioners will be expected to implement the new blended payment system unless they have 
“already moved on” to more integrated alternatives. This approach will only be available for providers and 
commissioners where the expected contract value is £10m or more, with specialised services and non-
acute care not included in scope.  
 
As suggested in October, the blended payment system will be composed of “fixed” and “variable” 
elements. The fixed element will fully fund providers for the cost of providing an agreed level of activity for 
a year. The variable element is a marginal rate payable for activity levels that deviate from plan. 
 
The blended payment system is intended to move the NTPS away from a purely episodic payment system 
for emergency admissions and attendances. 
 
Six rules are set out to govern the new blended system: 
1 General rule – commissioners and providers determine prices payable for provision of emergency 

care. 
2 Agreeing activity levels – both parties must agree a planned activity level for the year, which will be 

used to calculate the price for the “fixed” element of the blended tariff. 
3 The blended payment – the fixed price element equals the value of the planned activity. Activity 

above the planned level would be paid at a 20% marginal rate applied to the agreed planned activity 
level. If activity is below planned levels, the price payable will be the agreed fixed price, minus 20% of 
the difference between planned and actual activity. Some adjustment will also be needed if activity 
within the scope of a best practice tariff (BPT) meets the necessary requirements.  

4 Locally agreed adjustments – commissioners and providers will need to agree how far activity may 
exceed plan and still be fully funded – i.e. without the marginal rate being applied. A “break glass” must 
also be agreed, where if activity levels rise too far beyond plan, alternative arrangements to the 
marginal rate can be agreed. 

5 Services outside the blended payment – for services worth less than £10m a year, and where there is 
no contract between CCG and provider, the blended system will not be used and prices paid will be in 
accordance with local pricing rules. 

6 Local departures – providers and CCGs can depart from the blended system if they use local pricing 
principles in the NTPS, and if the commissioner has sent a written statement to NHSI. 
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The new approach feeds into the impact calculations for all providers, and has been modelled using 
2016/17 activity levels, while assuming that no area deviates from plan. The tariff documents acknowledge 
this is a “highly restrictive set of assumptions”. 
 

Mental health 

The proposed tariff would make a new blended payment system the default approach for adult mental 
health services. The change is intended to: ensure mental health providers are better reimbursed for the 
services they provide; improve reporting, recording and costing; and support wider integrated care policy 
objectives. 
 
A blended payment system for mental health would consist of a fixed element based on: forecast activity; 
a variable element; and an element linked to quality and outcomes measures and the delivery of access 
and waiting time standards. There will also be an optional risk share agreement if providers and 
commissioners consider it appropriate.  
 
Mental health clusters will be the mandated currency to be used in developing blended payments.  
 
As with emergency care, the blended model for mental health would be based on an activity forecast 
agreed between providers and commissioners. However unlike with the blended system for emergency 
care, the variable element would be set locally, and be based on an agreement between both parties on 
the incremental cost of activity increasing or decreasing. 
 
Payment terms for both fixed and variable elements will be agreed, and activity should be monitored and 
reviewed. Providers will need to supply fully coded and costed activity to support these reviews. Providers 
and commissioners may draw up an agreement for managing situations where activity varies significantly 
from forecast – for example changing the variable rate or reopening the fixed payment. 
 
The payment for achieving quality and outcomes measures, which should form part of the variable 
element, should be worth at least 2% of the total contract value. Providers and commissioners are free to 
decide which outcomes to use. 
 
The supporting document on blended payments for mental health says quality and outcome measures 
which can be used include: 

• People on care programme approaches (CPA) followed up within seven days 

• Proportion of people on CPA with a crisis plan in place 

• Age standardised mortality rate from suicide 

• Bed occupancy rate 

• Use of accident and emergency for people using mental health services 

• Mental health IAPT and EIP waiting time targets 

• Access to cognitive behaviour therapy for people with schizophrenia 
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• Validated patient and clinician reported outcome tools. 
 
An alternative to the blended approach may be used where it can be agreed with commissioners. 
 
Providers and commissioners should continue to use local prices with outcome-based payments for 
Improving Access to Psychological Therapies (IAPT) services.   
 

Maternity 

All maternity prices will become non-mandatory. This is to address a specific issue relating to the pricing of 
public health services, and making further changes to the maternity pathway payment system. 
 
The NTPS proposals will cut spending on maternity by 3.33%, or £103m. This is largely due to the proposed 
reduction in clinical negligence payments, to recover an over-reimbursement of clinical negligence costs 
in 2018/19. 
 
The tariff documents say it is not expected that this reduction in spend will have an impact on service 
provision because it has already been factored into control totals. 
 

Outpatients 

NHSI and NHSE are planning to introduce new, non-mandatory prices for non-face-to-face follow up 
appointments, and non-consultant-led first and follow-up attendances. 
 
This is intended to incentivise alternatives to face-to-face care, for example via phone or video, and to 
reduce the use of unnecessary consultant-led appointments. It is hoped that this will cut the cost of 
outpatient services and free up consultant time to deliver more first attendances. 
 
The NTPS proposals also include the following changes to the frontloading of payments for some 
outpatient pathways:  

• Ophthalmology (decrease from 30% to 20%)  

• Dermatology (decrease from 30% to 20%) 

• Urology (decrease from 30% to 20%) 

• Nephrology (decrease from 10% to 0%) 
 
This will reduce the current reward providers have for completing a patient’s treatment in the first 
appointment. 
 

 

Best practice tariffs (BPTs) 

• New BPTs will be introduced for emergency laprotomy and spinal surgery. 
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• There will be updates to eight BPTs: acute stroke; day-case procedures; early inflammatory arthritis; 
major trauma; paediatric diabetes; paediatric epilepsy; primary hip and knee replacement; and rapid 
colorectal diagnostics. 

• BPTs for same day emergency care will be retired as part of the wider changes introducing the blended 
payment system. 

 

Next steps 
The statutory consultation period lasts 28 days and will end on 21 February 2019. NHS Providers will be 
submitting a response on behalf of our members, but we urge all providers to also submit individual 
responses. Please get in touch with comments and concerns that you wish for us to feed into our 
collective response. Please contact david.williams@nhsproviders.org and adam.wright@nhsproviders.org. 
 
Under the current legislation, if either 66% of relevant providers or 66% of CCGs object to the methods 
used in the tariff proposals, NHS Improvement will be required to re-consult on the changes or refer to the 
Competition and Markets Authority. If neither of these thresholds are met, NHS Improvement may still 
decide to re-consult, or will most likely publish the final NTPS. The final documents are likely to be 
published in March 2019.  
 

NHS Providers view 
We broadly welcome the 2019/20 financial settlement, which aims to put the NHS funding increase in the 
hands of providers, and which has given the sector the single overarching priority of financial recovery. The 
increase in tariff revenues which the NTPS provides for, for the majority of providers, will support this. The 
1.1% efficiency factor is the most realistic trusts have seen for several years and will also help enable 
financial recovery. For the same reason, we are pleased to see money being removed from CQUIN and PSF 
and routed into the tariff. 
 
It is justifiable to revisit the calculations underpinning MFF after nearly 10 years. While this process will 
inevitably benefit some trusts and disadvantage others, extending the impact over five years, rather than 
four as originally proposed, is very welcome. 
 
Given that improving the trust sector’s overall financial position was explicitly prioritised in the 2019/20 
Planning Guidance, we are unsure why non-NHS providers will see higher rates of increase than NHS trusts 
and foundation trusts. 
 
We are disappointed that concerns NHS Providers hasraised on a number of subjects have been 
disregarded. In particular, the proposals for a blended payment system for emergency care are essentially 
unchanged from the previous engagement documents published in October, and our concerns still stand. 
Following extensive engagement with trusts in recent months, we feel this approach will unhelpfully give 
providers and commissioners competing incentives and may increase the likelihood of contractual 
disputes. It fails to align incentives between acute, community, mental health, ambulance, primary care 

mailto:david.williams@nhsproviders.org
mailto:adam.wright@nhsproviders.org
https://www.england.nhs.uk/operational-planning-and-contracting/
https://www.england.nhs.uk/operational-planning-and-contracting/
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and social care providers. Instead, the blended payment system will load the financial risk for excess 
demand onto acute providers, even though they have limited ability to reduce demand, while giving 
commissioners a reduced incentive to invest in measures aimed at containing emergency admissions. 
 
We are similarly disappointed that the strong arguments against a top-slice to pay for SCCL have been 
disregarded. How SCCL will save over £200m a year beginning in April, largely by moving from regional to 
national procurement, has not been demonstrated. However, we do feel that weighting the burden of 
those costs away from mental health, ambulance and community providers is justified and fairly reflects 
the lower use of consumables outside the acute sector. 
 
Although the blended model for mental health resembles that for emergency care, it contains a number 
of key differences that mean it has the potential to support much-needed expansion and enhancement of 
mental health services. 
 
We are pleased that, unlike for emergency care, an arbitrary marginal rate has not been applied to the 
variable element. Where there is good cooperation between local partners, this will enable providers to be 
paid according to cost, and will ensure there is no disincentive to expand access according to need. This 
approach should also have been used for emergency care. We are also encouraged to see flexibility locally 
on which outcomes will be tied to the variable element, as it will enable providers and commissioners to 
develop a shared set of priorities for their populations.  
 
It must also be noted that, these proposals represent a major change to how mental health services are 
contracted for most of the country. As these proposals were not described in detail in the October tariff 
engagement, commissioners and providers now have very little time to agree the principles of how a 
blended system for mental health could work, and translate that into a useable contract for 2019/20. 
 
The decision to introduce non-mandatory prices for maternity care is inconsistent with the well 
established approach to national tariff-setting, which encourages providers to focus on quality within a 
common financial envelope. Trusts have differing views on whether non mandatory prices are an 
appropriate response to the problems presented by the inclusion of public health services in some 
integrated packages. However, there is general agreement that it will likely lead to increased 
administration costs and increases the risk of contractual disputes with commissioners which cost time 
and money. 
 
We understand the arguments for alternative models of outpatient care, and trusts will always look to 
adopt more cost efficient ways of providing outpatient services. The question is not whether there are 
efficiencies and improvements available, but whether holding down prices at a national level is the best 
way to realise them. The current proposals threaten to reduce funding of outpatient services significantly 
while leaving providers with limited flexibility to reduce their costs. These proposals are likely to introduce 
more cost pressures for the provider sector. 
 


