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2021/22 national tariff payment system (NTPS) 
engagement document 

 

NHS England and NHS Improvement (NHSE/I) has released proposals for developing the 

2021/22 payment system, as part of its engagement process on the national tariff and 

contracting policies. Following engagement workshops with providers and commissioners in 

October, this document highlights proposals that NHSE/I will set out in the statutory 

consultation on the next national tariff payment system (NTPS). The deadline for feedback is 10 

December 2020. 

 

Summary of proposals 

• The proposals for the 2021/22 financial framework highlight how the NHS payment and 

contracting mechanisms will aim to facilitate system-level funding arrangements, whereby 

integrated care system (ICS) partners will work collaboratively to determine the distribution of 

funding between individual organisations. 

• The engagement document signals a clear move away from episodic and activity-based payment 

approaches. Instead, blended payments will be introduced across most areas of secondary care, 

including community, mental health, ambulance and specialised services.  

• Significantly, the fixed payment for the 2021/22 blended model will be based on the cost of 

delivering activity that also conforms to the ICS system plans. Therefore, instead of basing contract 

values on national tariff prices, the blended model effectively means that core contractual values 

will be based on providers’ costs.  

• For 2021/22 a variable payment will be used for elective activity to reduce the elective backlog and 

to support ICSs in developing their system plans. 

• Like 2020/21, both providers and commissioners will have to sign up to a system collaboration and 

financial management agreement (SCFMA) as part of the standard contract. 

• Financial incentives like Commissioning for Quality and Innovation (CQUIN) indicators will be 

reapplied in 2021/22. 

• NHSE/I has stated that the objectives of the 2021/22 financial regime are to: 

• Enhance system working and the development of ICSs 

https://improvement.nhs.uk/documents/6779/Developing_the_payment_system_for_2021-22.pdf
https://improvement.nhs.uk/documents/6779/Developing_the_payment_system_for_2021-22.pdf
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• Move away from activity-related payments and establish population-based funding 

mechanisms 

• Reduce the backlog in elective activity across systems 

• Address health inequalities 

• Support the positive innovations that have developed in response to the pandemic 

 

Blended payment and contracting 

 

2020/21 context 

Proposals for the 2020/21 NTPS included extending blended payment approaches from across 

emergency care to outpatient attendances and maternity services. However, at the start of the 

COVID-19 pandemic, providers and commissioners suspended contracting processes and agreed 

block payment arrangements: national prices were no longer the basis for payment. Now, however, 

NHSE/I are considering proposing a blended payment model for the ‘vast majority of secondary 

healthcare services’. 

 

The proposals for the use of the tariff must be understood in the context of the wider NHSN financial  

architecture and the move towards system working. In September, NHSE/I set out the financial regime 

for the remainder of 2020/21, which established system funding envelopes that included a 

combination of CCG allocation, system top-ups and COVID-19 specific funding.  

 

Blended payments across 2021/22 

Significantly, the fixed payment for the 2021/22 blended model will be based on the costs of 

delivering activity that also conforms to the ICS system plan. Therefore, instead of basing contract 

values on national tariff prices, the blended model effectively means that core contractual values will 

be based on providers’ costs. This is a major departure from the payment-by-results (PbR) framework 

used across much of acute care services. NHSE/I may still retain national tariff prices for diagnostic 

imaging. 

 

All specialised commissioning activity is expected to be covered by blended payments. However, 

contracts that fall under the national framework established to recover elective activity (which the 

independent sector is likely to make a significant contribution to) will be exempt from blended 

payment arrangements. 

 

https://improvement.nhs.uk/documents/6779/Developing_the_payment_system_for_2021-22.pdf
https://improvement.nhs.uk/documents/6779/Developing_the_payment_system_for_2021-22.pdf
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NHSE/I may apply the blended payment to commissioner/provider contracts in excess of £10m. This 

would mean these arrangements apply to the majority of activity, while excluding a large number of 

individual contracts.  Blended payment approaches will therefore be the default for high value 

contracts. Alternatively, for activity with an annual value of between £0.2m to £10m, the process for 

payment will be based on local agreement (which could involve a combination of block contracts and 

tariff prices). For activity below £0.2m, adjustments might be made via CCG allocations to reconcile 

the difference (as happened informally in 2020/21. NHSE/I is running a separate consultation on this 

topic. 

 

Setting fixed payments 

The value of fixed payments will be determined locally. NHSE/I suggests that a starting point for these 

prices will be the payment arrangements for month 7-month 12 2020/21, but further details will be 

released in the statutory consultation and planning guidance over the coming months. NHSE/I is also 

asking for feedback on what type of guidance may be useful to facilitate local agreements over costs.  

 

While alternative methodologies may be applied in calculating these local prices (such as looking at 

historical financial figures or predicted capacity costs), NHSE/I suggests that providers and 

commissioners should consider: 

• Inflation 

• Productivity and efficiency 

• Service transformation 

• Overall demand estimates 

 

Setting the variable element (acute sector only) 

For 2021/22 a variable payment will be used for elective activity to reduce the elective backlog, and to 

support ICSs in developing their system plans. 

 

Based on the feedback that NHSE/I received over the engagement workshops, systems have 

expressed a preference for a centrally-designed default arrangement. There are a number of 

potential options including: 

 

Features Potential strength Potential weakness 

Systems must have a variable rate for their 

highest priority specialties, but the rates and 

Allows systems to use local knowledge 

and intelligence to make key decisions 

May be inflexible in determining the 

number of specialties considered 
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level at which they are paid are determined 

locally 

100% paid for all elective activity above and 

below the level agreed in fixed payments  

Employs a tried-and-tested mechanism, 

suggesting it is already well-understood 

Suggests a lack of focus on areas 

which need it most 

75% for activity above plan and 25% for 

activity below plan, paid at system rather than 

national level 

May promote system collaboration to 

agree plans 

Once plans are agreed, the role of 

variable payment is wholly focussed 

on providers, not focussed on the 

system 

Nationally determined highest priority 

specialties have a 100% mandated variable 

payment, but all other variable elements are 

locally agreed 

Gives clear national steer to control the 

highest priority specialities 

May miss opportunity to use local 

knowledge and opportunity to identify 

other priority areas 

(NHSE/I table, p. 9) 

 
Blended payment for community, mental health and ambulance providers 
 
Community providers: NHSE/I expected community providers to adopt the blended payment 

approach, whereby the fixed element is based on the cost of delivering activity conforming to the 

system plan. As community providers are currently funded via block contracts (where inflation and 

efficiency factors are taken into account), there is an expectation that the payment approach for 

2021/22 will in effect be similar to these providers’ 2020/21 arrangement.  

 

It is important to recognise however that there is an absence of robust local data for community 

services, and more comprehensive data will be needed to inform blended approaches in the future. 

Also, given that many small community service contracts are below £10m, many of these contracts are 

likely to be outside of the scope of the blended model. 

 

Mental health providers: Blended payment approaches are not currently adopted widely across the 

mental health sector, and NHSE/I recognises that many of these providers are paid on block contracts 

which rise in value in line with the mental health investment standard (MHIS). Similar to community 

providers, mental health trusts will be expected to agree fixed payments based on costs bases and 

consistent with ICS system plans. Moreover, local areas may also agree ‘outcome elements’ as part of 

additional variable payments (but it is unclear what these might mean in practice for 2021/22). NHSE/I 

has also stated they will review the mental health currency model. 

 

Ambulance providers: As ambulance providers are generally paid on block contracts, the 2021/22 

funding mechanisms are likely to be very similar to the 2020/21 arrangements. 
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Other policy areas 

System agreement 

Like 2020/21, both providers and commissioners will have to sign up to a system collaboration and 

financial management agreement (SCFMA) as part of the standard contract. The current model 

SCFMA was introduced in April 2020. Its focus outlines a commitment for system partners to 

collaborate; reaffirms the need for financial transparency and open-book accounting; sets out 

processes for managing an aggregate financial position, and explains the dispute resolution process 

within systems. NHSE/I is seeking feedback on whether the SCFMA should outline expectations 

beyond system financial balances. 

 

Financial incentives 

Financial incentives were suspended under the interim COVID-19 financial arrangements in 2020/21. 

However, NHSE/I wants to streamline these incentives and reapply them during 2021/22. This will 

involve removing some financial sanctions, retiring some best practice tariffs (BPTs) - such as for day 

cases and outpatient procedures – and also publishing other BPTs on a non-mandatory basis, 

allowing systems to come to local agreements within the framework of blended payments.  

 

Existing Commissioning for Quality and Innovation (CQUIN) indicators will continue to apply in 

2021/22, with the total possible value of CQUINs retained at 1.25%. 

 

Setting tariff prices for 2021/22 

• Setting prices: NHSE/I is planning to roll over the 2020/21 NTPS prices and currency design: 

2020/21 prices will therefore be used as the starting point and will later be adjusted for inflation, 

efficiency and CNST. NHSE/I has suggested that the price relativities currently used accurately 

reflect the relative cost of clinical activity. There will however be more work to do in the future on 

recalculating prices based on patient-level costs (PLICSs) instead of reference costs. This will 

however not take place now.  

• Adjusting prices for additional COVID-19 costs: COVID-19 service reconfigurations (due to infection 

prevention and control requirements) have affected the case-mix and operational capacity that 

providers might have planned for. NHSE/I thinks these additional costs should be reimbursed 

separately, and that a guidance framework might be produced to advise systems on making local 

adjustments to prices because of COVID-19 disruption. 

http://www.england.nhs.uk/publication/nhs-standard-contract-agreement-for-system-collaboration-and-financial-management-2020-21/
http://www.england.nhs.uk/publication/nhs-standard-contract-agreement-for-system-collaboration-and-financial-management-2020-21/
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• Market forces factor (MFF): NHSE/I is considering moving to the third year of the four-year 

transition of MFF values, as well as changing the application of the MFF to operating leases, 

facilities management costs and the land index. However, MFF values would only be applied to 

prices outside the scope of blended payments (or below the threshold). 

• Centralised procurement: As the additional costs of procuring PPE have been carried by NHSE/I’s 

commercial directorate and government departments, the change in Supply Chain Coordination 

Ltd (SCCL) overheads in 2020/21 will be further explored by NHSE/I. 

• High cost exclusions: Feedback is being sought on whether to ensure that fixed payments in the 

blended approach reflect the high cost exclusion lists as part of the 2021/22 NTPS. 

 

 

NHS Providers view 
 
Trust leaders are positive about system working and deepening local collaboration. They agree that 

integrated care systems are becoming increasingly valuable in bringing local health and care 

organisations together and facilitating joined up care, as the current pandemic shows. There are 

already many positive examples of collaboration between providers and their systems.  

 

However, recognising different levels of maturity is crucial to facilitating system working. Giving 

systems responsibility for decisions concerning allocation and distribution of funds is a very new ask. 

Allocation decisions are complex - for example, they could relate to balancing elective care, mental 

health, community rehabilitation and retaining COVID-19 surge capacity - and while some systems will  

be capable of taking them, they do not have the formal governance in place to support this decision- 

making in a robust way.  

 

We are pleased that NHSE/I has recognised the need to provide default guidance on the agreement 

of the variable element of blended payments. However, the calculation of the fixed element of 

blended payment will also prove complex for some providers and commissioners, particularly when 

patient-level data is limited and the external environment continues to be uncertain. It will be 

important to regularly review how providers reach agreement with their commissioners over cost-

bases, and to what extent tariff prices are used indicatively. 

 

The feedback we have received to date suggests that providers would like NHSE/I to publish further 

guidance to help providers and commissioners agree the fixed element of blended payment. It is also 

important to provide clear advice on dispute resolution processes, and how changes in the external 
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environment, such as subsequent waves of COVID-19 and the ongoing impact of the pandemic can 

be accounted for. 

 

Trusts recognise the benefits of basing contract values on providers’ cost base rather than national 

tariffs. For example, this will help providers account for local variations in facilities costs, workforce 

constraints and geographical limitations that limit efficiency gains. NHSE/I should set out how trusts 

and systems will be encouraged to control costs and deliver value for money, mindful that the 

productivity and efficiency gains expected of providers are realistic. 

 

In future years, NHSE/I will also want to work on how to further integrate and streamline the current 

incentive approaches. The proposals for 2021/22 aren’t the end of the conversation. 

 

Providers are positive about the opportunity to improve health outcomes, reduce health inequalities 

and promote sustainability via system working. The general consensus is that the allocation and 

distribution of funding at ICS level can support these aims. To maximise the chances of success, 

NHSE/I needs to:  

 

• be absolutely transparent in its decision-making; 

• recognise different levels of ICS maturity by providing clear guidance, while still allowing more 

mature systems to deviate; 

• clarify how the financial framework will align with the regulatory regime to encourage providers for 

good performance, as well as supporting those in deficit to return to a sustainable financial path; 

• listen to providers, ensuring that the pace of change and expectations placed on them are realistic, 

given ongoing operational pressures. 

 

Going forward, NHSE/I must shape the 2021/22 financial framework based on meaningful 

engagement with providers, with a particular focus on setting a realistic pace of change. We are  

disappointed that stakeholders have only been given two weeks to consider these significant 

proposals and respond, and NHSE/I must ensure that sufficient time is allowed after the statutory 

consultation to provide comprehensive feedback. 

 

 

 


