Contracting of non-medical education and training between the NHS and HEIs

A review of issues and progress
Introduction

1.
 The NAO Report “Educating and training the future health professional workforce for England” (February 2001) found that further improvement in value for money and the contracting system between the NHS and the higher education sector was possible. See http://www.nao.gov.uk/pn/00-01/0001277.htm. The report commented on the variation in prices charged for similar qualifications at different HEIs, quality assurance processes, attrition levels, and the need to improve contracting procedures between the two sectors. The variation in price per student for similar qualifications had arisen through separate contract negotiations of individual Education Consortia. Recommendations included that the NHS and HEIs should determine a common contract and standard benchmark prices; and that the DH should review contract setting and processes, involving the Workforce Development Confederations and the introduction of standard benchmarked prices. 
Review groups

2.
Two review groups were set up as a result of the NAO report – the Non Medical Contract Benchmarking Pricing and Attrition Review Group and the Multi Professional Education and Training (MPET) Review Group. The two reviews, although separate, had close links and overlapping membership. The terms of reference for each group are shown in Annexes A and B, respectively. In determining how the newly merged (from April 2001) training budget could be employed, key issues included how a single contract price could cover all activities and factors (including geographical location, capital needs and staff development), infrastructure issues, the need for a standard contract, and that HEIs should compete on quality and not price. JM Consulting were commissioned to identify the costs to HEIs of providing pre-registration healthcare courses for the NHS, to inform benchmark prices.

3.
 Other reviews have been considering the issues relating to the funding and usage of NHS capital investment to support learning and development in the NHS and practice placement funding. The latter review aims to identify the cost of placement, as opposed to the service benefit accruing to the placement provider, and to identify how staff and students spend their time. 
4.
From 1 April 2002 Workforce Development Confederations (WDCs) became accountable for workforce planning and development, in relation to the whole workforce, within their local health economy and for the deployment of the Multi-Professional Education and Training (MPET) budget. They are very involved with the ongoing reviews and will play an important role in future negotiations between the sectors.

Consultation

5.
 The DH consultation document “Funding Learning and Development for the Healthcare Workforce” (July 2002) (see http://www.doh.gov.uk/fundingconsultation/funding_learning_aw.pdf) based its proposals on recommendations from the review groups referred to above. These had noted the importance of standard costs, and that competition should be based on quality rather than price. The funding methods of HEFCE and the TTA were compared. Funding should be reorganised on an interdisciplinary basis, ending the rigid demarcations between the former SIFT, MADEL and NMET budgets (see Annex B for definitions) and instead be replaced by a single integrated budget (MPET). The groups recommended that there should be standard benchmark prices in contracts for NHS-funded tuition for pre-registration education, and a standard national contract for pre-registration education between WDCs and HEIs. 

6.
 Universities UK welcomed the DH consultative document, stating that it provided an opportunity to bring stability to funding arrangements for nursing and allied health professions contracts. Universities UK also felt that the DH proposals could assist capital investment, and end the uncertainties around short-term contracts by moving NHS-funded education and training onto a similar funding to that provided by HEFCE. 

7.
Consultation with the two sectors generated a number of comments including:

· standard prices should not subsidise non-NHS contracts

· all HEIs should move onto the same pricing system simultaneously

· the need for consideration of capital development funding

· factors such as historic high ratios of staff to students, local education economies, multi-site delivery, type of course offered, student weeks, clinical placements, etc, should be allowed for in price setting

· VAT recovery

· all current and future contracts entered into by the NHS should be amended to include a clause that acknowledges the potential introduction of the standard contract, and this should be invoked to signal a renegotiation of the contract, price and transitional arrangements

· costs of capital as an ongoing capital element should be included in the price 

· comparisons with unit funding provided to HEIs from other long-term sources, including HEFCE and TTA, should be investigated

· longer-term contracts should allow for better planning within HEIs, for example with regard to capital decisions.

Benchmark prices

8.
 Following Ministerial approval, the JM Consulting (JMC) report on the benchmark price (June 2003) has been published on the DH website; refer to http://www.doh.gov.uk/fundingconsultation/standard-pricing-reportjun03.pdf. The Benchmark Pricing Group has, however, been reconvened to consider the options and time-scale for the development and introduction of the benchmark price. It will work to define a single benchmark price, with a single additional premium available for expensive courses and scope for small locally negotiated flexibilities.  In addition it will work to redefine an attrition and output model that will feed into the standard model contract to be used nationally. 

9.
The MPET Review Update as at 2 December 2003 confirmed that the group (drawn from across the DH, NHS and HE sectors to review the benchmark prices for pre-registration tuition) will make recommendations on the following:

· review the benchmark prices recommended in the JMC report and make recommendations on how these should be updated to current prices

· agree the core and non-core split within the benchmark price

· agree how the benchmark price might be extended to other groups that were not included in the JMC report

· how HEIs might be incentivised to reduce attrition rates from courses through the benchmark price

· how to move to output-based contracts

· agree the transition to the benchmark price and standard model contract.

The following have been agreed:

· that the benchmark price should be uplifted to 2003-04 levels using the GDP deflator

· to use the HEFCE definition to determine the level of premium that should be applied to part-time staff.

The update may be seen on http://www.doh.gov.uk/fundingconsultation.

The national contract

10.
 The new national contract between HEIs and WDCs will define the role of different partners, the benchmark price, the quality and performance monitoring arrangements and the wider regime for managing placements. The DH anticipates that the development of a single model umbrella contract between HEIs and WDCs for all pre-registration provision in the HEI will generate greater efficiency in contracting, and eliminate duplication of effort across WDCs and HEIs in developing and negotiating contracts. A sub-group is working on the development of the national standard contract; its terms of reference are in Annex C.

Current situation

11.
It is intended that, by 1 April 2004, the new model contract (incorporating standard prices) will be implemented and national benchmark prices will commence for all new and renewal contracts. It is, however, understood that proposed benchmark prices may be based on students in training, and attrition (however defined) may need to be allowed for in negotiations. Guidance will be issued to WDCs on transitional arrangements on implementing the new model contract and benchmark price. New contracts should not be negotiated between now and April 2004. Instead, existing ones should be rolled forward and transferred onto the new model contract at a date mutually agreed between the WDC and the HEI in question. If a new contract does have to be entered into it should allow for termination once the new model contract becomes available.

12.
A new group has also been established within the MPET Review to take forward work on developing a standard Learning and Development service level agreement for all MPET, CPD and ILA/NVQ funding. Essentially, it will incorporate aspects of the existing SIFT and MADEL agreements that are in place between the WDCs and NHS Trusts, along with CPD and ILA/NVQ. It is also intended to incorporate aspects of the MPET Review on Practice Placements and an environment strategy to support placements. The agreement will also be used to form a more robust link with HEIs, Trusts and WDCs on the provision of placements, associated funding and output requirements 

Implications for the sector

13. Until a final report is issued, the full implications of the agreed proposals and their impact on the sector cannot be quantified. Further information and advice will be provided on the JCPSG web-site.

J K Newton 
7 January 2004









Annex A

Benchmarking and Attrition Review Group* Terms of Reference

The terms of reference are:

· to consider and make recommendations on the development of a standard benchmark pricing formula for NHS-funded courses at HEIs

· to consider and make recommendations on the development of a consistent approach to setting NHS contracts to ensure they consider outputs as well as costs/inputs

· to consider and review the overall policy framework for NHS contracts and make recommendations on the length of contracts, treatment of capital development and research and development under the Multi Professional Education and Training Levy (MPET)

· to consider and make recommendations on a single and consistent definition of attrition from NHS-funded courses at HEIs.

* Also known as the MPET Benchmarking Group











Annex B

MPET Review Group Terms of Reference 

The terms of reference are:

· to review the current use of the financial provision underpinning the education and training of health care professionals

· to recommend the principles and scope of the single education levy, how it should support the NHS Modernisation Agenda and wider Government plans, how it should interact with HEFCE funding, and how it should be managed

· to identify key problems and obstacles to achieving this and to recommend solutions

· to propose an action programme and timetable for change.

Notes:

1. MPET (Multi-Professional Education and Training) took over from 3 previous levies ie,

SIFT (Service Increment for Teaching), MADEL (Medical and Dental Education Levy) and NMET (Non-Medical Education and Training).

2. The levies referred to:

SIFT – to support the excess costs incurred by organisations teaching medical and dental students in their clinical placements. SIFT was based upon the traditional clinical years 3-5.

MADEL – to support clinical placements for postgraduate medical and dental education and the continuing education of general practitioners. 

NMET – to support the basic training of nurses, midwives and health visitors, allied health professionals and technical staff by purchasing appropriate educational programmes from HEIs through tuition fee contracts, provision of bursaries and provision of clinical placements within HEIs.

3. Prior to MPET, there were different funding regimes between different NHS regions and HEIs, contractual issues for clinical academic posts, a possibility of infrastructure deficits and inadequate planning. There was an apparent lack of transparency in the use of funds to support clinical teachers and facilities.

Annex C

National Contract Review Group Terms of Reference

The terms of reference are:

· to consider and make recommendations for a national model contract for NHS-funded learning and development to:

· support nationally defined benchmark prices and define permissible variations

· support quality specifications, including specified targets for acceptable levels of attrition and arrangements for securing student feedback

· regulate (or prohibit) the direct charging of fees to students

· regulate the arrangement for provision of practice placements by health care providers

· specify regular review arrangements linked to ongoing quality monitoring, with an expectation of long-term renewal

· underpin long-term flexibilities in the nature of the training provided

· supporting an interdisciplinary approach to learning and development, and the modernisation of healthcare educational provision

· specifying procedures to be followed where shortcomings are identified in the delivery of learning programmes, including higher than target levels of in-course attrition

· specify procedures to be followed where either party wishes to withdraw

· specify the data sets to be collected from HEIs linked to the review of DH/WDC information requirements of the HEIs

· to make other such recommendations as the group considers necessary to support the effective use of NHS funding through the national contract

· to link to the wider work on the development of NHS learning and development funding

· to report and make recommendations to Ministers, the Council of Deans and Heads of UK Faculties for Nursing, Midwifery and Health Visiting, and the Health Committee of Universities UK, by September 2003.

