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Foundation Trust Network Response to the Department of Health Consultation on PBR 2009/10

1. Introduction: General Comments
1.1. Foundation trusts support the introduction of HRG4 as a move in the right direction on the best possible clinical advice. They recognise that the Department is attempting to minimise the volatility of the shift from HRG 3.5 to HRG 4, but have concerns that this will remain considerable for some organisations and would urge sensible mitigation and transition strategies. 
2. Complexity and Lack of Transparency

2.1. Foundation trusts remain concerned that too many changes have been introduced to the 2009/10 tariff in ways that make it very difficult to track each change and its impact upon the trust. A number of member organisations pointed out that MFF changes as well as removal of Patient Transport Services make it difficult to test what has actually been added and removed from tariff between 2008/09 and 2009/10. On the whole this approach was not thought to be transparent and made it hard to verify that the changes have been applied as stated in the 2009/10 PbR guidance. 
2.2. It is very difficult to understand the impact of the MFF as the increase included in the tariff to offset the reduction in the MFF payments cannot be separately identified. Some members questioned whether or not the assertion that the MFF has reduced in part because of increases in tariff and that Top Ups are no longer needed because the tariff has increased to better reflect the complexity of the work holds true when the changes for Elective and Non elective long stay work are taken into account. Members accept that there are a number of possible reasons for this but are not able to pin point the exact cause.  
2.3. In terms of the "Draft Code of Conduct" guidance, several members continue to have lengthy discussions with certain commissioners about obtaining payment for "activity" which is over the baseline. As a result they would appreciate as much clarity about the rules for payment as possible as the current large scope for ambiguity will, they fear fuel the potential for local disputes. 
2.4. This issue of lack of transparency is seen as critically important as the degree of ‘doubt’ in the system regarding the actual application of the stated changes is having unplanned impacts on the behaviour of both commissioners and providers in the handing of these changes. Some time ago it was stated that there would be much greater transparency in terms of the calculation of the tariff in the same way that the PCT allocations exposition booklet allows PCTs to track through changes to their allocation base. FTN members would urge the DH to do the same with the tariff. 
2.5. The use of worked examples/flowcharts etc for complex issues would be useful especially with regard to interpretation by non-finance.

2.6. As a result of the difficulty of tracking changes some members thought it would be useful to have a list clarifying how where the previously excluded areas are now included. They point out that where areas are not listed as exclusions commissioners will assume they are in tariff. This could impact upon innovation and inhibit the introduction of new medical techniques with better clinical outcomes that are more expensive than tariff as either a local price needs to be agreed or trusts will be unable to recover costs for these procedures.  
2.7. Whilst recognising that the problem of poor data has contributed to the amount of non-mandatory prices and omissions from tariff, they would urge a move to firm pricing in these areas as quickly as possible because they are concerned that increasing areas of exception to a rules based system could end up undermining it.
3. Impact on Service Line Reporting
3.1. Members have pointed out that HRG 4 will create problems for service line management and reporting.  The increased specificity and granularity provided by HRG4 to better describe resource use has generated multiple HRG by patient record. It also results in different HRGs for FCEs and spells. The effect has been the loss of link to treatment function code at spell level. As foundation trusts have invested in planning and reporting by speciality this change will have a major impact on internal reporting and capacity planning and compromises service line reporting and clinical engagement. Furthermore, this change will impact on Commissioners where currently the contracts are driven by speciality e.g. Current Cardiac Specialist Commissioning HRGs now mapping to Medicine which is currently commissioned by PCTs. It will be important to get clarification on how treatment function codes will be incorporated into the HRG tariff structure and the timescale for this to be completed. 

4. CNST Costs

4.1. A major concern is the impact of CNST premiums which have doubled but where tariff appears only to have allowed a .3% increase. Some member organizations calculate that these increases will absorb about a third of the tariff increase, even assuming they are able to negotiate the outpatient diagnostic imaging and procedures at the proposed non-mandatory tariff level. 
4.2. Following enquiries about this to the PBR team FTN was told that the increase in CNST contributions next year is £316m and that this figure has been reflected in the tariff for 2009/10 in two ways:

· £100m has been included in the overall tariff uplift of 1.7%. When rounded this represents 0.2% of the tariff uplift and is shown in the breakdown of the tariff uplift included in Annex C of the draft PbR Guidance for 2009/10 currently being road tested.

· £216m has been targeted at specific HRG chapters or sub-chapters to address the fact that premiums for some areas of activities will increase more than others in 2009/10. This is the 0.3% referred to in the footnote of Annex C to the draft PbR Guidance. Paragraphs 20 to 22 of the draft guidance refer.

4.3. We have also had a commitment to make the monetary amounts clear in the final guidance. Greater clarity about the way in which CNST costs were calculated in tariff uplift is clearly needed as this is not being picked up by members who are predicting very large gaps between their CNST payments and tariff allocation. For example, one member told us that its CNST premium has increased by £1.4 million and the most optimistic view of tariff uplift gives it about £230k. 

5. Admitted Patient Care

5.1. There was a feeling that the guidance for applying the tariff to admitted patient care is very unclear in places and there is no centrally issued software members can use to apply it locally. These are significant omissions because Trusts are more vulnerable to data processing errors and differences in interpretation can cause disputes with commissioners.

6. Non-mandatory tariffs

6.1. Several members commented that commissioners are simply refusing to pay for any over performance and, as a result, feel that as many gaps as possible in the guidance need to be plugged and hardened otherwise there will be too much energy spent on local argument and work around to ensure working relationships can be maintained, when the whole ethos of a rules based tariff system was to move away from such an approach. 

6.2. Non- mandatory tariffs for outpatient procedures and diagnostic imaging are seen as serious weaknesses in the proposed structure because these account for a significant proportion of Trust income. Members point out that there are organisations that are able to supply accurate data and believe that the proposed tariffs need to be made mandatory for those Trusts where it is possible to count activity accurately. Some would like to propose that the prices are mandatory for baseline activity and provide the starting point for agreement of a price for growth. This would help avoid a perverse scenario where trusts see an outpatient for consultation and refer back to GP for subsequent referral to an alternative provider who will undertake a procedure with a potential duplicate consultation.
6.3. Foundation trusts fear that non-mandatory tariffs for outpatient procedures may prove an issue where the cost of the procedural element has been stripped out of the basic outpatient tariff but the commissioner does not wish to use the non-mandatory tariff. In these cases they are concerned that the provider will under recover costs when carrying out the specific procedures.

6.4. Lack of indicative or non mandatory prices may lead to very wide spread of tariffs, which in turn may cause problems when trying to bring this activity in the scope of PbR in the future.

6.5. Members point out there is now a major inconsistency between the PBR guidance and the National Standard Contract. The former indicates that you can start with the non mandatory price and then vary it to take account of local circumstances whereas the National Standard Contract states that you should start from an analysis of actual and justifiable costs.  These are highly inconsistent with each other because of the way in which the PSD tariff was calculated.  It appears that initially the PSD tariff was calculated by combining day cases (usually at a higher average price) with outpatient procedures (usually at a lower unit price) to arrive at a new ‘average’. This became the PSD tariff price and although more latterly the outpatient procedures were removed and given a non mandatory price in the same as the PSD tariff, the PSD tariff itself has not been re-adjusted and therefore on average all day case activity will be underfunded. This would not matter if the full non-mandatory tariff price is paid for all outpatient procedures as it will average out but otherwise providers will be left severely underfunded if only basic costs are funded for the remaining OP procedures. In turn, this could encourage providers to switch OP procedures that they are currently undertaking back into day cases, which is the direct opposite of the policy objective. The system as proposed will fund those providers who undertake procedures as a day case at below cost and for those who have changed to delivering them on an outpatient basis they will be paid next to nothing. The Code of Conduct does not help resolve this as it only deals with those things which are within the scope of tariff. 
The two possible solutions appear to be that either
· the non mandatory tariff for OP procedures should be made mandatory where it can be demonstrated that providers have already been counting this activity as such

 or 

· the PSD tariff price should be re-calculated to uplift it to reflect the real cost of day case activity and providers will have to negotiate a non mandatory tariff for OP procedures based on actual costs which would be consistent with the National Standard Contract.

6.6. As registered above, members do recognise that the use of non mandatory tariffs has been exacerbated by poor reference cost information and that the longer term solution is to improve this. They believe the longer term aim should be to ensure as many elements of the tariff as possible become mandatory within a rules based system. 
7. Consultant Led Out Patient Clinics

7.1. On the whole foundation trusts accept the approach for non consultant led OP clinics but would welcome national guidance and developed tariffs when possible. There is concern about whether or not trusts will have the information to support multi-professional OP activity and non face to face contacts. The costs of this activity will now have been striped out of the standard OP tariffs so trusts stand to lose out financially if activity is not recorded correctly. 

7.2. Tariffs exist for non-consultant led outpatient appointments within maternity only. We would be keen to see the development of such tariffs in other areas with specialist nurse leads also.

8. Payment pathways (example audiology)

8.1. Some members commented that this will be difficult to capture and process as systems work on an outpatient attendance basis. Systems cannot link these outpatient attendances together to attach a single price.  Numbers would be too large to do this manually. The example given of audiology appears to be moving towards a block basis and away from the underpinning principles for PBR. 

9. Changes made to tariff that are inconsistent with Reference Cost submissions

9.1. Some changes appear to have been made to tariff that are inconsistent with Reference Cost submissions. An example of this is in Ophthalmology: Vitreous Retinal Procedures - category 1 (BZ23Z). The national average reference cost submission for this day case procedure in 2006/07 was £654 but the actual road test tariff for 2009/10 has a Planned Same Day tariff of £468. It is unclear on what basis this tariff has been reduced.  
9.2. A further inconsistency quoted by a number of members was that in 2006-07 reference costs radiology was unbundled by in the tariff film has been left out. Clarification on how this has been calculated would be welcomed.
9.3. There were many examples of this type of inconsistency and member organisations will send these direct to the PBR team.
10. Unbundling

10.1. Although some members welcome moves to un-bundle elements of tariff, for example Chemotherapy, they felt that the absence of any non-mandatory tariff as a guideline for agreeing a price with Commissioners leaves many provider organisations without a benchmark which is likely to lead to disparity in approach throughout the NHS in respect of Chemotherapy.

10.2. They point out that where the Department of Health collected reference cost data to un-bundle certain tariffs, (e.g. Radiology), but have subsequently not un-bundled them, it is unclear on what basis those costs that were intended to be un-bundled have been re-introduced within the HRGs. They wish to see greater transparency in the guidance to clarify this.
11. Maternity

11.1. Members called for additional clarity regarding the uplift of the maternity tariff to fund Maternity Matters. Benchmarking on maternity services undertaken by the FTN in December 2008 showed that although there had been some adjustment to tariff in 2008/09 to recognise increased CNST costs, these had not been adequate to address the shortfall in these services and FTN members are concerned that the added pressures of Maternity Matters have not adequately been taken into account in tariff calculations. For example, reference is made to increasing the obstetric out patient tariff by 7% (page 10 para 19). There is no mention of the Maternity Matters funding in respect of increased inpatient consultant cover and improved inpatient midwife ratios. The recurrent financial impact of Maternity Matters is significant. Some specialist organisations are asking if it is the intention to fund this through the 0.5% attached to quality? 

12. Paediatric Treatment Functions and Specialist Children’s Services
 

12.1. There is a concern that the fact that the enhanced tariffs for Paediatric Treatment Functions is available only where separate facilities exist for children could be interpreted by commissioners to refuse the higher income to smaller foundation trusts where wholly separate facilities are not financially or operationally viable.

12.2. The final tariff issued in mid-December amended the top-up for specialist children's services to 63% from 37% in the initial draft tariff compared to 90% for the previous year. Specialist children’s trusts are reporting that there is still a significant gap between the revised Department impact assessment and their own as a result they are predicting significant losses on top-ups.
 

13. Adult Critical Care Benchmarked Tariffs
 

13.1. The guidance includes “benchmarked” tariffs for Adult Critical Care which is not only unclear as to their origin but is also much lower than the national average reference cost for the activity. For example, XC05Z is “benchmarked” at £1,116 but the average 2008 reference cost was £1,407 which is 26% higher even before allowing for two years uplift. If, as members think, the price is a weighted average HDU/ITU price which if it is the case will not reflect differing case mix and members believe these “benchmarked” figures should be withdrawn..
14. Other Areas for Greater Clarification in the Guidance

· Guidance on cross border flows and NCA’s is still awaited

· The mapping of radiology CRIS to OPCS Code is a real problem and this will be an issue for all providers as CRIS is a national system.

· Where the tariff is mandatory and new to 2009/10, for example, multi-disciplinary clinics is this considered a change required by the Department of Health and should therefore be implemented 1 April 2009? If this requires 6 months notice, if notice was given now would this mean that changes could be implemented from July 2009 or does the 6 month notice period have to be before 1April 2009 to qualify for 2009/10? 

· The treatment of pre-assessment clinics has now been clarified in the PbR guidance where previously it has been vague. Is any financial impact as a result of this clarification considered a counting change requiring notice or a mandatory tariff clarification not requiring notice?

· Where the counting changes are financially significant and notice periods have been provided on what grounds can the commissioner refuse to pay? 
· There is still an issue around prompt query resolution and payment of NCA invoices. Can the guidance offer a procedure to smooth this process and minimise the risk to providers.

· Guidance on diagnostic imaging does not make it clear that tests that do not have a non mandatory tariff will also need to be negotiated with commissioners as all diagnostic imaging is excluded from the outpatient tariff. Not making this clear could make negotiations with commissioners difficult.

· Further guidance is needed on how to recharge for out of area non emergency patient transport (e.g. moving a patient closer to another provider closer to home, or home)– do trusts charge the receiving Trust (who will receive the tariff income) or the patients PCT? Will this be resolved with the changes to patient transport in 09/10 (e.g. paragraph 61)?

· Guidance is needed on patients having ‘home leave’.  When a patient is in hospital for a long period of time for various diagnostics with an occasional discharge at weekends should this be treated as one spell? What should the duration of the spell be (i.e. include home days or not?) Do EBD continue to be charged as normal?

· Further clarity on Chemotherapy exclusions would be useful (para 62 to 69) i.e what excluded costs can be charged for outside the core HRG, is it just drugs and associated drugs to combat side effects, plus pharmacy overheads,? If so, what costs are covered by the unbundled ‘delivery’ HRGs
· More clarity is needed on community based work. In particular on Woman’s and Children’s activity as it is not clear whether this should be treated as indicative tariff or under PbR.

· When will the SHAs release information on de-hosting for 2009/10?

· Are GUM and Accident and Emergency going to be fully de-hosted?

· Members are requesting guidance/best practice on commissioning with Specialist Commissioning Groups

· Clarification is sought over pre-operative assessments, for example if a pre op is carried out over the phone should this attract a non face-to-face tariff?

15. Code of Conduct: Counting and coding changes 

15.1. Given the number of changes in the tariff, FTN thinks it is important to have greater clarity of which issues are legitimate changes required by the Department of Health, for which the commissioner have no choice and which are counting changes. What is a counting and coding change? The guidance needs to clarify if this is only where something will be counted or coded differently or also covers where existing activity will be charged at a different price e.g. the non mandatory tariffs or anything under non PbR. This would be helpful both to providers and commissioners. 

15.2. The guidance on introducing such changes in the National Standard Contract is confusing. Members understand the significance of giving 6 months notice if the change is taking place in year but believe in all other cases it should be from the start of the next financial year. As stated above it suggests that they have to give 6 months notice and these changes cannot take effect until the start of the financial year so any notification of a change that is notified now as part of the contract negotiation process for 2009/10 cannot come into effect until April 2010. That does not seem sensible. Similarly if Commissioners require Providers to recode in a different way because they are not complying with agreed definitions even though this may have been the practice for many years do Commissioners have to give the same periods of notice?

16. SUS

16.1. A large amount of concern remains over the ability of SUS to be the sole payment support mechanism in 09/10. 

FTN 9th January 2009

