
NHS (England) Payment System 2021/2022

The NHS Long Term Plan commits to payment system reform and moving away from 
activity-based payments to ensure a majority of funding is population based. It also set out 
the goal of moving to a blended payment model for all services. This will support the 
development of integrated care systems (ICSs).

Tariff policies are being developed to align with the wider NHS financial framework for 
2021/22 and continue to respond to challenges caused by COVID-19.

Proposed key principles of the 2021/22 financial framework

• System funding – systems would be allocated, through their constituent CCGs, 
funding to meet the costs of delivering services. This will incorporate previous 
‘sustainability funding’ (PSF/FRF etc), and each system would need to achieve 
breakeven within these resources. 

• Blended payments – move away from episodic and activity-based payment 
approaches and move towards blended payments which comprise a greater fixed 
component and simplified incentives framework. 

• Working towards further integration of specialised commissioning with systems –
reviewing allocations methodology and piloting integration models.

Blended Payment System

Blended payment was initially introduced in the 2019/20 national tariff for emergency care 
and adult mental health services.

Blended payment is a framework approach rather than a specified pricing methodology. 

The model in 2019/20 was comprised of a fixed payment and at least one of:
• a variable element
• a quality or outcomes-based element
• a risk sharing arrangement

The blended payment model for 2021/22 involves: 
• a fixed payment, based on the costs of delivering a level of activity that 

conforms to the ICS system plan
• a variable element for some elective activity.

It would cover almost all secondary healthcare services, including acute, community, 
ambulance and mental health above a contract value threshold.



Fixed Payment System

The fixed payment would be based on consideration of costs, rather than prices. Prices 
would still be published, as in previous tariffs, but they would no longer be national prices 
(i.e. mandated for use).

Other considerations

• Diagnostic imaging would continue to have national prices. 
• Alongside the blended payment, the Standard Contract would require all partner 

organisations in a system to sign up to a System Collaboration and Financial 
Management Agreement (SCFMA). The SCFMA would set out how financial risk 
would be shared across the system as a whole.

• Financial incentives, including best practice tariffs (BPTs), may need to change as a 
result of the blended payment and the move away from prices as the basis for the 
majority of reimbursement.

• Blended payments would apply to all contracts with an annual value over 
£10 million. This would account for around 94% of activity by value, while limiting 
the burden of negotiating a large number of separate contracts.

• For payments or contracts below £0.2 million providers would be paid by host 
commissioners on behalf of more distant ones, with an adjustment made to CCG 
allocations to compensate.

• For payments or contracts with an annual value between £0.2m and £10m, local 
areas could chose the most appropriate payment approach for them, whether 
blended payment, activity-based or something else.

• There would be no threshold for NHS England Specialised Commissioning activity, 
which would all be covered by blended payment. Other NHS England commissioned 
services, such as health and justice, would be subject to the threshold.

• Contracts under the national framework agreement for elective activity (which is 
likely to cover most independent sector activity) would be exempted from the 
blended payment.

• The fixed payment would be based on the costs of delivering a level of activity 
which conforms to their ICS system plan.

• The value of the fixed payment would be determined locally. For NHS providers we 
would expect the starting point for discussion to be the block payment 
arrangements from 2020/21.

• Fixed payments would be expected to include funding for new ways of delivering 
services – for example where there are service design changes, such as the creation 
of Maternal Medicine Networks for specialist maternity activity. 

• Whether items currently excluded from the tariff, such as high cost drugs and 
devices, should be included in the fixed payment, is still being considered

• Best practice tariffs (BPTs) should also be considered in setting the fixed payment.



• Best Practice Tariffs (BPTs) are part of the national tariff. Usually a BPT involves 
setting higher prices for activity that meets certain best practice criteria. A fixed 
payment not based on unit prices would not allow BPTs to operate in this way.

• The proposal for the 2021/22 blended payment would mean that the fixed payment 
is likely to be based on the amount a provider had been paid within a reference 
period. This reference period would be likely to include historic BPT payments. 

• To understand how much BPT is already funded within the baseline, commissioners 
would need to identify the level of each BPT payment within the reference period.

• This would then allow commissioners to identify 2021/22 variance against the 
baseline, and to adjust payment accordingly

• If identification of each BPT within the baseline isn’t possible, other approaches 
could be considered.

 Making BPTs non-mandatory, and providing supporting guidance on how they 
should be considered, would allow BPTs to be reflected within the blended payment 
arrangements

Summary


