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• Current operational pressures mean we will need to continue with 
temporary arrangements for a little longer during the COVID-19 
pandemic, including into FY2021/22. We expect to set out the full details 
on this shortly.

• Capital plans for FY2021/22 are not going to be delayed. We expect to 
set out the full details on this shortly.

• Our intention is still to establish a financial framework and undertake as 
“near normal” a financial planning exercise for the remainder of 2021/22. 
We expect to set out the full details on this when the shape of the 
pandemic is more certain.

• The financial framework in 2021/22 will be mindful of proposed 
legislative changes for the NHS, but we will also be developing policies 
for a future financial framework (expected in 2022/23) once legislation is 
in force. We continue to engage with the sector on this work.

Summary of Financial Framework 
Proposals
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• Following the publications of the Long Term Plan, the movement away from activity-
based payment got underway in the 2019/20 national tariff primarily with the 
emergency care blended payment.

• We initially intended to shift services away from activity-based payments over a 
number of years, starting with outpatient care in 2020/21.

• At the same time, many areas of the country have been moving away from tariff/PbR
and towards aligned incentive contracts, aiming to simplify their payment 
arrangements and support delivery of new models of care.

• COVID-19 and the emergency financial arrangements, based on block payments, 
introduced for 2020/21 have meant that we are re-assessing this blended payment 
approach and how it could be implemented and evolve – both in 2021/22 and over the 
longer term.

• Over the last few months we have been discussing potential payment options with a 
range of stakeholders (including provider directors of finance, ICS system leaders and 
commissioning organisations) and have published and received feedback on our Tariff 
Engagement Document. We want to make sure any proposals for 2021/22 would be a 
logical transition from the arrangements for 2020/21 and will make sense in the 
context of the move to greater system working.

Context for 2021/22 
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• The 2021/22 payment model we are proposing would involve: 

• a fixed payment locally determined between provider and commissioner to 
deliver an agreed level of activity

• a variable element for some elective activity and best practice tariff performance

• It would cover almost all secondary healthcare services, including acute, 
community, ambulance and mental health. It will cover all contracts between providers 
and commissioners in the same system, as well as all contracts over £10m where 
providers and commissioners are in different systems. All specialised commissioning 
activity will be covered by these arrangements.

• The fixed payment is to be locally determined and does not need to be built from 
individual prices/tariffs. Prices would still be published, as in previous tariffs, but they 
would mostly be used for guidance rather than mandated for use.

• There would still need to be some national prices, which we think might be 
appropriate for diagnostic imaging services.

• Any independent sector activity commissioned through a national framework would be 
based on published tariff prices.

Payment arrangements for 2021/22
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2021/22 Payment Proposals
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Financial framework for 2021/22

Supporting system-level working

System partners use a System Collaboration and Financial Management Agreement (SCFMA) to agree risk sharing arrangements.

Potential payment arrangements for 2021/22

For services in scope of national tariff, including acute, community, mental health and ambulance

All services commissioned by 

NHS England Specialised 

Commissioning would be 

subject to aligned payment and 

incentive agreements, 

regardless of contract value

Contracts between members of the same ICS, 

regardless of value, would be subject to aligned 

payment and incentive agreements.

Aligned payment and incentive builds on previous 

blended payment arrangements and comprises:

A fixed element, set based on delivering an 

agreed level of activity

and

A variable element, encouraging delivery of 

elective activity and quality of care

Contracts between members 

of different ICSs with a value 

of £10m or more would be 

subject to aligned payment 

and incentive agreements

For contracts between 

members of different ICSs with 

a value of less than £10m, 

contract partners would locally 

agree the payment approach, 

whether block, activity-based or 

something else.

Best practice tariffs would 

operate within the aligned 

payment and incentive approach; 

contract sanctions considered 

through contract consultation; 

CQUIN to continue in some format 

aligned to new payment proposals

National prices would be retained for diagnostic imaging services not delivered as part of an inpatient spell (unbundled). 

All other prices would no longer be national (ie mandated) but would be published as unit prices.



6 |6 |

• Preparing for publication of the National Payment System (NPS)  
S118 Consultation in February 2021 

• Publication of the NPS and tariff will be timed to align with the 
publication and implementation of national planning guidance 
during 2021/22

• Recognition of the pressure in the system makes the timing of 
this impossible to fix at the moment

Current Plan for Next Steps
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LTP Objective: a population-
based payment & contracting 
system

Payment Development for 2021/22 and 2022/23 +

Outcomes, 
relative to 

population / 
patient need

Resources (cost) VALUE

We need to ensure payment flows support the activities that create patient value….

• Currently payment flows are to a large extent dictated by historic/existing cost structures

• Payment is generally focused on inputs rather than outcomes

• To support the LTP objectives around sustainable and high quality care, payment needs to better 
align to the needs of patient populations

• We need to ensure that differences between types of patients are reflected in the design of the 
payment & contracting system, while avoiding excessive complexity

• A population-based approach is also well-aligned to a ‘system first’ approach, aligned to the SCFMA

• That said, there will always be a place for some activity-based payments for some services (and will 
be required for out of area and independent sector)

7
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Potential development trajectory 
in 22/23, 23/24 and beyond

Simplifies financial flows and 
contractual relationships, 
supporting Covid-19 
recovery; but does not 
promote efficiency 
(allocative or technical) or 
accountability

Given lead times, 
investment in improving 
data for future years need 
to start now

Expanded 
blended payment 

covering all 
secondary care 
providers, with 

simplified 
incentive scheme 

and SCFMA

Enhanced 
pathway building 
blocks, improve 

non-acute 
models and 

single financial 
incentive scheme

Continue to 
expand and 

enhance 
pathway-based 
building blocks 

covering the 
whole pathway

Legislative change 
and maturing local 

relationships 
support a 

population-based 
payment model

Transition towards BAU 
funding flows; the 
introduction of some 
costed GIRFT best 
practice pathways, 
improve the basis of 
payment for non-acute 
services and implement a 
single financial incentive 
scheme with the Aligned 
Payment & 
Incentives(API) model

Further expansion and 
refinement of pathway-
based building blocks for 
API, potentially covering 
the whole system, 
building on the 
experience of PHM pilots.  
The fixed payment will 
also start to better reflect 
unavoidable costs of 
providing services.

Systems implement 
aligned payment & 
incentives based on the 
needs of their population.  
Building blocks are 
increasingly population-
based, building on PHM.  
Fixed payments reflect 
the efficient costs of 
providing services.

21/22 22/23 23/24 Longer-term
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• Enhance the building blocks for the fixed payment

• Consider payment to support the whole system

• Single financial incentive scheme for quality

• Data / Infrastructure to support and enable above

Priority Areas for 22/23 +
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• Cross section of sector identified, recognising demands on the 
sector, particularly clinicians

• Use group to test / inform development ambitions, options and 
identified issues

• Target early confirmation of 22/23 NPS scope

• Use group to test inform detailed design prior to formal 
engagement and consultation

• Utilise video-conferencing, digital facilitation and multi-channel 
opportunities to input 

Co-design plans
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