
Helping to shape future health and social care in Mid Nottinghamshire

Mid-Nottinghamshire Vanguard
Emerging Governance and New Payment 

Mechanisms



Our context

• Local health and care economy came 

together in 2013 to proactively tackle quality 

and financial problems

• Financial gap projected to be £70-100m by 

2018/19

• Citizens, care and clinical professionals 

designed a blueprint for services – Five 

Year Forward View

• Care model developed first – form follows 

function (core components now in place)

• Prime provider model didn’t come to fruition 

(no one party to take on this role, PFI debt)

• Alliance contract developed – drawn from 

industry examples and designed to enable 

cooperative relationships to drive 

improvement, with complex landscape and 

changing risks over time



What is Alliance Contracting: 

Alliance Contract

Overarching Alliance contract between 

Commissioners and Providers includes 

governance, risk/reward mechanism and 

performance regime

Individual bi-lateral service contracts with 

Provider Participants incorporating, for 

example, mandatory NHS Standard 

Contract terms

Subcontractors



Full Members 

• Mansfield & Ashfield CCG

• Newark & Sherwood CCG

• Nottinghamshire County Council

• Sherwood Forest Hospitals NHS Trust

• Nottingham University Hospitals NHS Trust

• Nottinghamshire Healthcare NHS Trust

• NEMS

• East Midlands Ambulance Service

Associate Members

• United Lincolnshire Hospitals NHS Trust

• Circle Health

• TEAM  (Third Sector SPV)

• General Practice coming together as a sector to join in April 2017



Patient and public 

engagement

• Plans systematically informed by 

public views.

• 700 champions.

• 450 people contributed to outcomes 

framework.

• E-newsletter to 40,000 people

• Regular public events.





2016/17 Outcomes Contract
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Outcome
Proposed % 
weighting

Metric category
Brief summary of the indicator

Attributable to each 
indicator

Reduction in the prevalence 
of diabetes

14%
Planning Creation of a 10-year business plan to reduce the impact of Type 2 diabetes 7%

Implementation & Review Implementing agreed elements of the plan within 2016/17 7%

Unplanned hospitalisation 
for chronic ambulatory care 

sensitive conditions
16%

Implementation & Review Review of the system and current risk stratification approaches for chronic ACS patients 3%

Planning Development of a fully resourced action plan to rectify gaps 4%

Implementation & Review Implementing agreed elements of the plan within 2016/17 6%

Outcomes
Average rate of non-elective admissions (per 1,000 population) for chronic ambulatory 

care sensitive conditions 
3%

Reduction in A&E 
attendances for primary 

care conditions
12%

Implementation & Review
Undertake a review in order to understand why patients are attending ED and MIU with 

primary care conditions
2%

Planning Development of a fully resourced action plan to rectify gaps 4%

Implementation & Review Implementing agreed elements of the plan within 2016/17 4%

Outcomes
% of attendances at A&E with no investigation, no significant treatment and discharged 

from secondary care
2%

Reduction in permanent 
admissions to residential 

and care homes
10%

Planning
Creation of a jointly agreed strategy and system plan to ensure people are cared for in 

the most appropriate setting
5%

Implementation & Review Implementing agreed elements of the plan within 2016/17 5%

EOL: patients dying in their 
place of preference

17%

Implementation & Review benchmarking of current Mid-Notts performance against a suitable comparator 4%

Implementation & Review
System review to identify patients who changed their care plan or didn’t die in their 

place of preference and why
4%

Planning Development of a fully resourced action plan to rectify gaps 4%

Implementation & Review Roll out and embed the utilisation of EPaCCs 4%

Patient experience: 
involved in decision making 
and supported in managing 

LTCs

14%
Planning

options appraisal and the subsequent creation of a jointly agreed plan to establish, 
shadow run and implement an Alliance-wide measurement approach 

7%

Implementation & Review Implementation of the agreed approach and shadow running of the dataset 7%

Reduction in falls in 
patients aged 65 and over

17%

Implementation & Review
System review to assess the degree to which the falls pathway has been implemented 

across the Alliance, in order to reduce injuries from falls
5%

Planning Development of a fully resourced action plan to rectify gaps 6%

Implementation & Review Implementing agreed elements of the plan within 2016/17 6%

100% 100%



A whole population budget approach 

(along with the alliance contract) 

supports the delivery of a sustainable 

system 
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But people and 

relationships make it 

work….



CAPITATED PAYMENT APPROACH

Capitation Fee 

Model
- top slice for OOA / 

Exclusions
- Service line spend 

(in and out of scope)

Capitation Payment/Provider 

Allocation

Risk and 

Reward Share
(Alliance)Fixed 

element

Variable
element

Outcome

Personal Budgets (including direct payments) will work alongside a Capitated Payment Approach

Capitation Payment Model
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Fixed Element 
Based on the population served x the unit cost (benchmarked cost)

• Significant percentage of the payment should be fixed to support 
transformation

• Will include service changes agreed as part of the Alliance System 
Transformation Plan 

• Annual cycle refresh
• Overall reduction in service line costs could lead to reduction in % 

share of core / other elements 

Outcome
% for each provider dependent on alliance delivering outcomes 

• The outcomes payment is based on the Alliance Outcomes Framework, 
developed with clinicians and patient representatives

• Outcomes payments should cover Patient/Health Outcomes; Direction 
of travel in strategy (activity shifts); Resource utilisation (within budget) 

• Evidence base suggests outcomes payments  should be between 10% 
and 20% of overall payments (when payment system is fully 
implemented)

Variable Element 
Based on activity levels

• An element of the payment model will be variable, this is to address unexpected or uncontrollable movements in 
activity e.g. patient choice

• To avoid creating perverse incentives the variable will be a small percentage and will include a cap and collar 
mechanism

Risk and Reward Share

• Following the 
agreement of the 
payment model, the 
Alliance can agree 
the additional Risk 
and Reward Share 
arrangements which 
are required

• Risk and Reward 
principles agreed



Capitation Payment / Provider 

Allocation – Draft Model

Methodology for Allocation to Providers:
• Fixed Element – based on the population served  x the unit cost for the element of the service line pathway 

delivered by each provider (benchmarked cost)
• Variable Element – activity levels (with cap and collar mechanism)
• Outcome - % for each provider dependent on outcomes included 
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Capitation Fee Model Output (% of 

total monetary amount for in-scope 

services)

% Share Top Slice 

for Sub 

Contractor 

Contracts 

(e.g. OOA)

Alliance 

Provider 1

Alliance 

Provider 2

Alliance 

Provider 3

Alliance 

Provider 4

Total 

excluding 

Sub 

Contractor 

Contracts 

(e.g. OOA)

Fixed Element

Service Line 1 -

Elective

Service Line 2 -

Urgent Care

Service Line 3 -

Prescribing

Service Line 4 –

Children’s

Variable Element – activity movements

Outcomes (Alliance-wide)

Total



Why risk and reward?

A Risk/Reward Sharing Arrangement enables Alliance members to align clinical and 

financial incentives to the system-wide changes and results required through the Better 

Together Programme. 

• It incentivises the system to drive out cost reductions by aligning the ability to 

influence the overall system saving with the financial impact.

• It allows commissioners and providers to feel comfortable and confident in 

contributing to system-wide change, providing some collective protection from sudden 

changes in activity and costs related to system transformation. 

• It provides a mechanism to manage the uncertainty around the immediate impact of 

new care models over a number of years, therefore enabling system stability in the 

short term while the Alliance works towards longer term goals.

• It allows the financial benefits from new models of care to be distributed around the 

system, enabling collective financial stability and sustainability. 

Underlying this is an understanding that the Risk/Reward Share mechanism allows for 

appropriate risk and reward sharing across the Alliance, not risk transfer between Alliance 

members.
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DRAFT 

Risk and reward approach
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• An account of all of the 
initiatives and processes in 
the system which might 
be considered for a risk 
and reward share by the 
Alliance 

Review of 
risk and 
reward 
share

Gateway 
review of 
risks and 
rewards

Risk and 
Reward 
Account

Model 
results in 
risk and 
reward 
share

Assessment 
of risks and 

rewards

• Any risk/reward proposed 
to be included within the 
risk and reward share 
arrangements will be 
subject to three key 
questions, aligned to the 
agreed principles:

1. Is the risk/reward 
material to the system

2. Is the risk/reward the 
collective responsibility 
of the Alliance

3. Have we jointly agreed 
the risk/reward should 
be shared by the 
Alliance

• If deemed appropriate for 
a risk and reward share, 
the Alliance then identifies 
the alignment of the 
risk/reward share, in line 
with their influence in 
realising the risks and 
rewards.

• This process will require 
the Alliance members to 
be confident that they can 
jointly influence the 
delivery of the initiative 
and/or any members 
outside of the Alliance 
who will be required to 
deliver actions in support 
of the initiative 

• The risk/reward will be 
included in the model (yet 
to be agreed), which will 
result in the distribution 
and allocation of the risks 
and rewards across the 
Alliance

• The results of the outputs 
of the risk and reward 
model, including the 
distributions of risk and 
reward between the 
Alliance members, will be 
assessed by the Alliance to 
confirm the results are 
best for service across 
Mid-Nottinghamshire

24 7 1 6 83 5

Risk and Reward Principle applied 
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Risk and Reward Share Principles 
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Principle 2: Risk/Reward sharing will occur when the risks and benefits are agreed to be the Alliance’s collective responsibility
Risk/reward sharing should only apply to costs that are material in the context of system-wide risks i.e. it should only apply where it 
makes sense – for example, where as an Alliance we can mitigate risk or deliver benefits/reward.

Principle 7: Alliance members will collectively agree which risks and rewards will be included in the sharing mechanism

Principle 4: There will not be a full gain/loss share or removal of individual organisational accountability
Risk-sharing should not dilute accountability of individual members for their own risk mitigations and delivery decisions
As such, it will not be a full gain/loss or balance sheet risk share; the options review in 2016 will identify areas and mechanisms for 
Risk and Reward Share.

Principle 3: Risk/Reward Share needs to be proportionally aligned with the Alliance members who are able to influence specific 
risks or benefits 
Every member has an obligation to attempt to mitigate risks and leverage benefits, irrespective of risk/reward share arrangements. 
However, where a collective responsibility is identified the sharing of risk and reward will only apply to organisations whose actions 
directly impact on the desired result or change required.

Principle 9: All of these Risk/Reward Share principles must be met together
All nine principles must be applied concurrently and consistently

Principle 5:  All Risk/Reward Share decisions must be reviewed from the perspective of the Mid Nottinghamshire population
The ultimate test for Risk/Reward Share decisions must be what is right for the Mid Nottinghamshire population

Principle 1: Risk/Reward Share should be in line with Alliance Principles and the Capitated Approach Payment Principles 

Principle 6: Risk/Reward sharing must be designed to consider both short and longer term implications
The Risk/Reward Share model must allow flexibility (and allow for future adaption) to strike a balance between short term actions and 
working towards opportunities identified to develop future transformation benefits

Principle 8: There will be an option to suspend the Risk/Reward Share under ‘exceptional’ circumstances
The definition of ‘exceptional’ will be agreed between members of the Alliance, but the intention is for this to be restricted to truly 
extreme scenarios e.g. flu pandemic

Review of 
risk and 
reward 
share

Model 
results in 
risk and 
reward 
share

Assessment 
of risks and 

rewards

Gateway 
review of 
risks and 
rewards

Risk and 
Reward 
Account



A whole population budget approach 

(along with the alliance contract) 

supports the delivery of a sustainable 

system 
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But people and 

relationships make it 

work….


