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Undergraduate Certificate in Commissioning and Contracting for Health and Social Care

Contracting For Health Services

Contract is the formal agreement between a commissioning authority and a service provider that sets out
the rights, duties and expectations of each party. It is the legal vehicle that translates policy intent into
deliverable services. For example, a local authority may enter into a contract with a community nursing
agency to provide post‑discharge visits for older adults. The contract will detail the number of visits, the
expected response times, the quality standards to be met and the payment mechanism. A well‑drafted
contract reduces the likelihood of disputes and provides a clear basis for performance monitoring.

Commissioning refers to the process of planning, purchasing and monitoring health and social care services
on behalf of a population. It begins with a needs assessment, moves through service design, procurement
and contract management, and ends with outcome evaluation. In practice, a commissioning team might
analyse epidemiological data to identify a rise in diabetes prevalence, then design a integrated care
pathway that includes primary care, dietetic services and patient education, finally procuring the pathway
through competitive tendering.

Procurement is the set of activities involved in acquiring goods or services from external providers. It
includes market analysis, developing a tender, evaluating bids, and awarding the contract. A practical
example is the procurement of a mental health crisis response service, where the commissioner issues a
Request for Proposal (RFP) that requires bidders to demonstrate how they will achieve rapid response times,
ensure safety, and integrate with emergency services.

Tender is the formal invitation to suppliers to submit a proposal for the provision of a specified service.
Tenders can be open, restricted or negotiated, depending on the market context and regulatory
requirements. An open tender for a community physiotherapy service would be advertised on a national
procurement portal, allowing any qualified provider to submit a bid, while a restricted tender might be used
when there are only a few specialist providers capable of delivering a complex oncology service.

Service Specification is a detailed description of the service to be purchased, outlining the scope, standards,
performance expectations and any mandatory requirements. It acts as the reference point against which
proposals are judged and performance is measured. For instance, a specification for a home‑based
palliative care service may require 24‑hour on‑call coverage, culturally competent staff and evidence‑based
pain management protocols.

Outcome‑Based Contract focuses on the results achieved rather than the inputs or processes. Payment is
linked to the attainment of predefined health outcomes, such as reduced hospital admissions or improved
patient satisfaction scores. A practical application is a contract for managing chronic obstructive pulmonary
disease (COPD) where the provider receives a bonus for each patient who avoids an exacerbation requiring
hospitalisation.

Key Performance Indicator (KPI) is a quantifiable metric used to assess how well a provider is delivering the
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contracted service. KPIs can be clinical (e.G., Percentage of patients achieving blood pressure control),
operational (e.G., Average waiting time) or financial (e.G., Cost per episode). In a contract for diabetes
management, KPIs might include the proportion of patients attaining HbA1c levels below 7 % and the
number of missed appointments.

Service Level Agreement (SLA) is a component of the contract that sets out the minimum performance
standards that the provider must meet. Breaches of SLAs often trigger financial penalties or remedial
actions. An example SLA for a telehealth service could stipulate a 95 % connection success rate and a
maximum call drop‑out time of three seconds.

Payer is the organisation that funds health and social care services, typically a government department, an
NHS body or an insurance scheme. The payer determines the budget, sets strategic priorities and monitors
value for money. In England, the NHS England and the Integrated Care Boards act as payers for most
publicly funded services.

Provider is the organisation or individual that delivers the contracted service. Providers can be public
bodies, private companies, charities or a combination of these. A community mental health trust, a private
home‑care agency and a voluntary hospice may all be providers within the same commissioning framework.

Integrated Care Board (ICB) is the new statutory body responsible for planning and commissioning health
services in a defined geographical area. ICBs work closely with local authorities, clinical commissioning
groups and other partners to ensure that health and social care are coordinated. An ICB might commission
a joint health‑social care bundle for frail older adults that includes nursing, physiotherapy, and social work
input.

Provider Network refers to a group of providers that collaborate to deliver a set of services under a single
contract. Networks can enhance capacity, share expertise and reduce duplication. For example, a provider
network for stroke rehabilitation could include a hospital, a community therapy team and a private
rehabilitation centre, all working under one contract to ensure seamless patient flow.

Risk Register is a living document that captures identified risks, their likelihood, impact and mitigation
strategies. It is essential for proactive contract management. A risk register for a domiciliary care contract
might list staff turnover, data security breaches and changes in legislation, each with an assigned owner and
mitigation plan.

Capitation is a payment model where a provider receives a fixed amount per patient per period, regardless
of the volume of services used. Capitation incentivises efficient care and preventive interventions. In a
primary care contract, the practice receives a per‑head payment that covers all routine consultations,
chronic disease management and preventive services.

Block Contract is a type of contract that pays a provider a lump sum for delivering a defined set of services
over a set period. It differs from fee‑for‑service arrangements where payment is made for each activity
performed. A block contract for a community outreach programme might allocate a set budget for all
health promotion activities across a year.
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Fee‑for‑Service is a payment method where providers are reimbursed for each individual service delivered.
While it can promote activity, it may also encourage over‑use. In a specialist imaging contract, the provider
may be paid for each MRI scan performed, which could lead to unnecessary investigations if not properly
monitored.

Value‑Based Procurement focuses on obtaining services that deliver the greatest health outcomes relative
to cost. It requires robust measurement of both quality and cost, and often incorporates patient‑reported
outcome measures. A value‑based procurement of a rehabilitation service would assess functional
improvement scores against the total cost of the programme.

Quality Framework is a structured approach that outlines the standards, processes and governance
mechanisms used to assure and improve service quality. The NHS has a national quality framework that
includes the Care Quality Commission (CQC) ratings, clinical audit requirements and patient experience
surveys. A commissioner may embed the quality framework into a contract by requiring regular CQC
inspections and participation in national audit programmes.

Patient Choice is a principle that enables individuals to select the provider that best meets their needs,
fostering competition and improving quality. Contracts must be designed to support choice by providing
transparent information about providers, ensuring equitable access and allowing for smooth transitions. For
example, a contract for elective orthopaedic surgery may include a clause that patients can choose any
accredited provider within the network.

Market Shaping is the strategic activity of influencing the supply side to ensure that the market can meet
the needs of the population. It may involve supporting new entrants, encouraging innovation or
consolidating fragmented services. An ICB might shape the market for integrated dementia care by offering
a development grant to a small social enterprise that proposes a novel care model.

Competition Law governs the behaviour of organisations to prevent anti‑competitive practices that could
harm consumers. In health contracting, commissioners must ensure that procurement processes are fair,
transparent and non‑discriminatory. Violations can result in legal challenges, contract re‑tendering and
financial penalties.

Public Procurement Regulations set out the legal framework for acquiring goods and services with public
funds. They require adherence to principles of transparency, proportionality and equal treatment. In
England, the Public Contracts Regulations 2015 implement EU directives and guide commissioners on
tendering thresholds, advertisement requirements and evaluation criteria.

Strategic Sourcing is the systematic approach to analysing an organisation’s spend and developing a plan to
procure goods and services that align with strategic goals. It involves market intelligence, supplier
segmentation and risk assessment. A strategic sourcing exercise for a regional mental health service might
identify the most cost‑effective mix of NHS trusts, private providers and third‑sector organisations.

Contract Management encompasses all activities required to ensure that the contract’s terms are fulfilled,
including performance monitoring, issue resolution, and relationship management. Effective contract
management involves regular review meetings, data analysis, and a clear escalation pathway. A contract
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manager for a home‑based care service may hold monthly performance reviews with the provider, discuss
KPI trends and address any service delivery concerns.

Variation is a formal amendment to the original contract that changes its scope, price or timelines.
Variations may be initiated by either party but must be documented and agreed upon. For instance, if a new
legislative requirement mandates additional safeguarding training for staff, the commissioner may issue a
variation to increase the provider’s obligations and adjust the payment accordingly.

Extension is the continuation of a contract beyond its initial end date, often subject to a review of
performance and value for money. Extensions may be automatic, conditional or discretionary. A contract for
a pilot tele‑rehabilitation service might include a clause that allows a six‑month extension if the pilot meets
predefined outcome targets.

Termination is the lawful ending of a contract before its expiry date. Termination can be for convenience, for
cause (e.G., Breach of SLA) or due to frustration (e.G., An unforeseen event). A termination for cause might
occur if a provider fails to meet the minimum response time for emergency home visits, triggering a breach
notice and subsequent contract ending.

Breach occurs when a party fails to comply with a contractual obligation. Breaches can be material
(significant) or minor, and may give rise to remedies such as cure periods, financial penalties or termination.
In a contract for a vaccination programme, a breach could be the provider’s failure to achieve the agreed
coverage rate for the target population.

Dispute Resolution outlines the mechanisms for resolving disagreements between parties, often including
negotiation, mediation, adjudication and, as a last resort, litigation. A well‑drafted contract will specify a
step‑by‑step process, such as a 30‑day negotiation period followed by mediation under the NHS England
dispute resolution framework.

Performance Monitoring involves the systematic collection, analysis and reporting of data to assess whether
the provider is meeting contractual obligations. It includes the use of dashboards, scorecards and regular
performance reports. For a community mental health contract, performance monitoring might track the
average waiting time from referral to first appointment, the number of crisis interventions delivered, and
patient satisfaction scores.

Audit is an independent examination of processes, records and performance to verify compliance with
contractual terms and regulatory standards. Audits can be internal (by the commissioner’s own team) or
external (by regulators such as the CQC). An audit of a domiciliary care contract may examine staff training
records, medication administration logs and safeguarding incident reports.

Data Governance refers to the policies and procedures that ensure data is accurate, secure, used
appropriately and complies with legal requirements. In health contracting, data governance is critical for
safeguarding patient information, supporting performance measurement and enabling research. A data
governance framework might require providers to store data on NHS‑approved servers, encrypt
transmissions and provide audit trails for any data access.
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Confidentiality is the obligation to protect sensitive information from unauthorised disclosure. Contracts
typically contain confidentiality clauses that define what information is protected, the permitted uses and
the duration of the obligation. For a contract involving a new digital health platform, confidentiality
provisions would prevent the provider from sharing proprietary algorithms with competitors.

Indemnity is a contractual promise by one party to compensate the other for losses arising from certain
events, such as negligence or breach. Indemnity clauses allocate risk and protect the commissioner from
financial exposure. A provider of a surgical service may indemnify the commissioner against claims arising
from operative complications that are attributable to the provider’s staff.

Insurance is a risk transfer mechanism whereby the provider maintains policies that cover professional
liability, public liability and other relevant exposures. Commissioners often require evidence of adequate
insurance coverage as a condition of award. A community pharmacy contract may stipulate that the
provider holds a minimum of £5 million professional indemnity cover.

Safeguarding is the process of protecting vulnerable individuals from abuse, neglect or exploitation.
Contracts for health and social care services must embed safeguarding duties, training requirements and
reporting procedures. A safeguarding clause might require the provider to have a designated safeguarding
lead and to follow the local authority’s safeguarding protocol.

Equity refers to fairness in the distribution of health services, ensuring that all population groups have
access to appropriate care regardless of socioeconomic status, geography or ethnicity. Contracts should
incorporate equity measures, such as targeted outreach to underserved communities or adjusted
performance thresholds for areas of high deprivation.

Access is the ability of patients to obtain timely, appropriate health services. Access is measured by metrics
such as waiting times, travel distances and service availability. A contract for a rural tele‑medicine service
would explicitly address access by setting a maximum average travel time of 30 minutes for patients to
connect with a specialist.

Continuity of Care describes the seamless provision of services across different settings and over time. It is
essential for managing chronic conditions and preventing fragmented care. Contracts may include
continuity clauses that require providers to share patient records, coordinate discharge planning and
maintain a single point of contact for each patient.

Patient‑Centered Care places the individual’s preferences, values and needs at the core of service delivery. It
is operationalised through shared decision‑making, personalised care plans and patient feedback
mechanisms. A contract for a chronic pain service might require the provider to involve patients in goal
setting and to document patient‑reported outcome measures.

Outcomes are the end results of health interventions, such as improved health status, reduced hospital
admissions or enhanced quality of life. Outcome measurement is central to value‑based contracting. For a
smoking cessation programme, outcomes could include the proportion of participants who remain
abstinent at six months and the reduction in smoking‑related morbidity.
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Measure is a specific indicator used to quantify an outcome or performance aspect. Measures must be
reliable, valid and feasible to collect. In a contract for a falls prevention service, a measure might be the
number of falls per 1 000 patient‑years among participants.

Indicator is a broader term that can refer to either a process or outcome measure. Indicators help
commissioners track progress towards strategic objectives. An indicator for integrated care could be the
proportion of patients with a shared care plan across health and social services.

Financial Risk is the possibility that costs will exceed budgeted amounts, leading to financial loss for the
commissioner or provider. Contracts allocate financial risk through payment mechanisms, risk sharing
arrangements and contingency funds. A block contract with a fixed price transfers most financial risk to the
provider, whereas a capitation model shares risk between provider and commissioner.

Clinical Risk refers to the potential for harm to patients due to clinical decisions, procedures or system
failures. Contracts often include clinical risk management requirements, such as adherence to clinical
guidelines, incident reporting and root‑cause analysis. A provider delivering chemotherapy must have
robust clinical risk controls to prevent medication errors.

Governance is the system of policies, procedures and oversight that ensures accountability, transparency
and strategic alignment. Effective governance involves boards, committees and clear reporting lines. In
health contracting, governance structures may include a contract governance board that reviews
performance, financial reports and risk registers.

Stakeholder is any individual or organisation that has an interest in the contract’s outcomes, including
patients, clinicians, commissioners, providers and regulators. Engaging stakeholders early and throughout
the contract lifecycle improves relevance and acceptance. A stakeholder engagement plan for a new mental
health contract might involve focus groups with service users, meetings with clinical leads and briefings to
local authority partners.

Partnership denotes a collaborative relationship between two or more parties that share responsibilities,
resources and decision‑making. Partnerships can be formalised through joint ventures, consortiums or
strategic alliances. A partnership between an NHS trust and a charitable organisation could deliver a
hospice service that blends clinical expertise with community fundraising.

Co‑production is the active involvement of service users in designing, delivering and evaluating services.
Co‑production enhances relevance and improves outcomes. A contract for a youth mental health service
might require the provider to establish a youth advisory panel that participates in service design workshops
and evaluates the service’s impact.

Commissioning Cycle describes the sequential phases of commissioning: Assessment, planning,
procurement, implementation, monitoring and evaluation. Understanding the cycle helps commissioners
align activities, manage timelines and ensure continuous improvement. For example, after completing a
needs assessment for dementia care, the commissioning team proceeds to service design, then to
tendering, followed by contract award, performance monitoring and finally outcome evaluation.
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Needs Assessment is the systematic process of identifying the health and social care requirements of a
defined population. It uses epidemiological data, demographic trends and stakeholder input. A needs
assessment for cardiovascular disease might reveal high rates of hypertension in a particular borough,
prompting targeted commissioning of blood pressure monitoring services.

Service Design translates identified needs into a structured model of how services will be delivered,
including pathways, roles, resources and technology. Good service design incorporates evidence‑based
practice, patient preferences and operational feasibility. In designing a integrated stroke pathway, service
designers map the journey from ambulance arrival to acute care, rehabilitation and community support.

Service Delivery is the actual provision of care to patients. It is the operational component that fulfills the
contract’s specifications. Service delivery may be monitored through real‑time dashboards, patient feedback
and routine audits. A provider delivering a community vaccination programme must ensure that doses are
administered according to schedule, that cold‑chain protocols are followed, and that vaccination records
are entered into the national immunisation system.

Service Improvement Plan (SIP) is a structured document that outlines actions to address performance gaps
identified during monitoring. It includes targets, responsibilities, timelines and indicators. A SIP for a mental
health crisis team might set a target to reduce average response time from 60 minutes to 30 minutes within
six months, assign the lead to the operations manager and specify weekly progress reviews.

Audit Trail is the chronological record of all actions, decisions and data changes related to a contract.
Maintaining an audit trail supports transparency, accountability and regulatory compliance. In a contract for
electronic health records, the audit trail would capture who accessed patient files, when changes were made
and the nature of those changes.

Escalation refers to the process of raising unresolved issues to higher levels of authority for timely
resolution. Contracts should define escalation pathways, including timeframes, responsible persons and
documentation requirements. An escalation matrix for a home‑care contract might stipulate that persistent
SLA breaches are escalated from the contract manager to the commissioning director after three
consecutive weeks.

Service User is the individual who receives health or social care services. Language that respects the
person’s dignity and preferences is vital. Contracts should use person‑centred terminology, such as “service
user” or “patient,” and ensure that service users are consulted throughout the contract lifecycle.

Vulnerable Groups are populations at increased risk of poor health outcomes due to age, disability,
socioeconomic status or other factors. Contracts must address the specific needs of these groups, often
through tailored service specifications or additional performance targets. For example, a contract for
primary care may include a requirement to provide interpreter services for non‑English‑speaking patients.

Social Care Integration is the alignment of health and social care services to provide seamless, coordinated
support. Integration can be achieved through joint commissioning, shared budgets, common data
platforms and multidisciplinary teams. A contract that funds an integrated care bundle for frail older adults
might combine NHS hospital care, community nursing, home adaptations and social work support under a
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single payment.

Multi‑Agency Working involves collaboration between different organisations, such as health services, local
authorities, charities and voluntary groups, to achieve shared objectives. Effective multi‑agency working
requires clear governance, data sharing agreements and joint accountability. In safeguarding children,
health professionals, social workers and police must work together under a coordinated protocol.

Clinical Commissioning Group (CCG) was the former NHS body responsible for planning and commissioning
health services in England. Although replaced by ICBs, the terminology remains in use for historical
contracts and legacy data. Understanding the legacy of CCGs helps learners interpret existing contracts that
reference CCG‑specific processes.

National Health Service (NHS) is the publicly funded health system of the United Kingdom, providing the
majority of health services. The NHS sets national standards, funding mechanisms and policy direction that
shape contracting practices. Contracts with NHS bodies must align with national frameworks such as the
NHS Long‑Term Plan and the NHS Constitution.

Regulatory Body is an organisation that oversees compliance with statutory and professional standards. In
health contracting, key regulators include the Care Quality Commission (CQC), the Health and Safety
Executive (HSE) and the Information Commissioner’s Office (ICO). Contracts often contain clauses that
require providers to maintain registration with relevant regulators and to undergo periodic inspections.

Performance Benchmark is a reference point against which a provider’s performance can be compared.
Benchmarks may be national averages, peer group data or historical performance. A contract for elective
surgery might set a benchmark that 90 % of patients are discharged within 48 hours of operation, based on
national data.

Cost‑Effectiveness assesses whether a service provides a good value for the resources invested, often
expressed as cost per quality‑adjusted life year (QALY). Cost‑effectiveness analysis informs commissioning
decisions and contract pricing. When selecting a provider for a diabetes education programme,
commissioners may compare the cost per QALY achieved by each bid.

Quality‑Adjusted Life Year (QALY) is a measure that combines length of life with quality of health. It is widely
used in health economics to compare the value of different interventions. Contracts that incorporate QALY
targets aim to ensure that funded services deliver meaningful health gains relative to cost.

Patient‑Reported Outcome Measure (PROM) captures the patient’s perspective on health status, symptoms
and functional ability. PROMs are increasingly used in contracts to monitor the impact of services on
patients’ lived experience. A contract for physiotherapy may require the provider to collect PROMs such as
the Oxford Hip Score at baseline and after six weeks of treatment.

Patient‑Reported Experience Measure (PREM) reflects the patient’s view of the care process, including
communication, respect and involvement in decisions. Including PREMs in contracts encourages providers
to focus on the service experience as well as clinical outcomes. A PREM question might ask patients to rate
how well staff listened to their concerns during a home‑visit.
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Service Level Target is a specific, measurable goal that reflects the minimum acceptable performance for a
particular aspect of service delivery. Targets are often embedded in SLAs and linked to financial incentives
or penalties. For a mental health crisis line, the service level target might be to answer 95 % of calls within
30 seconds.

Financial Incentive is a reward, typically monetary, offered to a provider for meeting or exceeding
performance criteria. Incentives can be positive (bonuses) or negative (penalties). A contract may include a
financial incentive of 5 % of the contract value for achieving a reduction in emergency department
attendances among chronic disease patients.

Penalty Clause imposes a financial reduction when a provider fails to meet agreed standards. Penalties aim
to deter non‑performance and compensate the commissioner for additional costs. A penalty clause might
deduct £1 000 from the monthly payment for each day that the provider exceeds the agreed maximum
waiting time for appointments.

Performance Review is a formal meeting between the commissioner and provider to discuss performance
data, identify issues and agree on improvement actions. Reviews are scheduled at regular intervals, such as
quarterly or bi‑annually, and are documented in minutes. Effective performance reviews promote
transparency, foster collaborative problem‑solving and keep the contract on track.

Data Quality refers to the accuracy, completeness, timeliness and consistency of information used for
monitoring and decision‑making. Poor data quality can undermine performance measurement and lead to
incorrect conclusions. Contracts often require providers to implement data validation processes and to
submit data in a predefined format.

Key Stakeholder Engagement is the systematic involvement of those who have a vested interest in the
contract. Engagement activities may include workshops, surveys, advisory panels and public consultations.
Engaging key stakeholders early helps identify potential barriers, align expectations and secure buy‑in for
the contract’s objectives.

Change Management is the structured approach to transitioning individuals, teams and organisations to a
new way of working. Contracts that introduce new technology or service models require robust change
management to ensure staff adoption, patient acceptance and minimal disruption. A change management
plan for a digital appointment system would outline communication, training, pilot testing and feedback
loops.

Implementation Plan details the steps, timelines, responsibilities and resources needed to launch the
contracted service. It translates contract terms into operational actions. An implementation plan for a
community health worker programme might schedule recruitment, training, community outreach, data
system setup and the first patient enrolment date.

Risk Mitigation involves actions taken to reduce the probability or impact of identified risks. Mitigation
strategies may include insurance, contingency budgeting, staffing plans or technology solutions. For a
contract delivering remote monitoring devices, risk mitigation could involve establishing a backup supply
chain for device components.
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Contingency Fund is a reserved amount of money set aside to address unexpected costs or emergencies.
Contracts may allocate a contingency fund to cover unforeseen expenses, such as additional staffing during
a flu outbreak. The size of the contingency fund is typically expressed as a percentage of the total contract
value.

Performance Dashboard is a visual tool that displays key metrics in real time, allowing commissioners and
providers to track progress against targets. Dashboards may show KPI trends, SLA compliance, financial
spend and risk status. A performance dashboard for a community mental health service might display the
number of new referrals, average waiting time, and patient satisfaction scores on a single screen.

Benchmarking is the process of comparing a provider’s performance against external standards, best
practices or peer organisations. Benchmarking identifies gaps and informs improvement strategies. A
commissioner might benchmark the infection rate of a contracted surgical unit against national NHS data to
assess relative performance.

Service User Feedback collects the opinions and experiences of patients regarding the care they receive.
Feedback mechanisms can include surveys, focus groups, suggestion boxes and digital platforms.
Incorporating service user feedback into contract performance reviews ensures that the voice of the patient
influences service quality.

Learning Health System is an approach that continuously integrates data, research and practice to improve
health outcomes. Contracts can embed learning health system principles by requiring providers to share
data for analysis, implement evidence‑based interventions and evaluate outcomes in real time. A learning
health system contract for chronic disease management might require quarterly data uploads to a national
analytics platform.

Digital Health Solution encompasses technologies such as telemedicine platforms, mobile health apps,
electronic health records and decision‑support tools. Contracts involving digital health solutions must
address interoperability, data security, user training and performance monitoring. For a remote monitoring
contract, the provider must ensure that devices transmit data securely to the commissioner’s analytics
system.

Interoperability is the ability of different information systems to exchange, interpret and use data
seamlessly. Interoperability is essential for integrated care and for accurate performance measurement.
Contracts should specify standards such as FHIR (Fast Healthcare Interoperability Resources) to ensure that
provider systems can communicate with commissioner platforms.

Data Sharing Agreement outlines the terms under which parties exchange information, including purpose,
security measures, data retention and governance. A data sharing agreement between a commissioner and
a mental health provider would define how patient records are transferred, who can access them and how
breaches are reported.

Regulatory Compliance ensures that all contract activities adhere to relevant laws, standards and guidance.
Non‑compliance can result in fines, contract termination or reputational damage. Contracts typically require
providers to demonstrate compliance with regulations such as GDPR, the NHS Data Security and Protection
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Toolkit and the Equality Act.

Equality Impact Assessment evaluates how a proposed policy or contract might affect different groups,
particularly protected characteristics. Conducting an equality impact assessment helps identify unintended
disadvantages and informs mitigation measures. A contract for a new vaccination service might assess
whether the appointment booking system is accessible to people with disabilities.

Service Level Indicator is a metric used to measure performance against a service level target. Indicators
provide the data needed to determine if SLAs are being met. For a home‑based care contract, the service
level indicator could be the percentage of visits completed within the agreed time window.

Performance Incentive Scheme is a structured programme that rewards providers for achieving or
exceeding performance thresholds. Incentive schemes are often tiered, with greater rewards for higher
levels of achievement. A performance incentive scheme for a smoking cessation service might award a
higher bonus for each additional percentage point increase in quit rates.

Contractual Obligation is a duty imposed by the contract that must be fulfilled by the relevant party.
Obligations can be financial, service‑related or administrative. Failure to meet a contractual obligation may
trigger breach notices, penalties or termination. An obligation for a provider could be to submit quarterly
performance reports by the 15th day of the following month.

Contractual Term defines the duration for which the contract is valid. Terms may be fixed (e.G., Three years)
or rolling, with renewal options. The contractual term influences budgeting, risk allocation and strategic
planning. A three‑year term provides stability for long‑term projects like infrastructure upgrades, while a
shorter term may be appropriate for pilot programmes.

Renewal Option gives the commissioner and provider the right to extend the contract beyond its original
term, subject to meeting predefined criteria. Renewal options encourage continuity and allow successful
services to be maintained without a full re‑tender. A renewal option may be triggered if the provider meets
all KPI thresholds and delivers value for money.

Joint Governance Board is a collaborative structure where representatives from the commissioner and
provider jointly oversee contract performance, strategic direction and risk management. Joint governance
promotes shared ownership and rapid decision‑making. A joint governance board for an integrated care
bundle might meet monthly to review KPI dashboards, discuss emerging risks and approve improvement
plans.

Strategic Objective is a high‑level goal that aligns with the broader mission of the health system, such as
reducing health inequalities or improving mental health outcomes. Contracts are designed to contribute to
strategic objectives, ensuring that individual service agreements support system‑wide priorities. A strategic
objective to lower emergency admissions may be operationalised through contracts that incentivise primary
care prevention programmes.

Operational Objective translates strategic objectives into specific, actionable targets for day‑to‑day service
delivery. Operational objectives are measurable and time‑bound. For example, an operational objective for
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a hypertension management contract could be to achieve a 10 % reduction in uncontrolled blood pressure
rates within 12 months.

Performance Target is a quantifiable aim that a provider must achieve, often linked to financial incentives or
penalties. Targets are set based on baseline data, benchmarking and strategic priorities. A performance
target for a community dental service might be to increase the proportion of children receiving fluoride
varnish applications from 45 % to 70 % within one year.

Contractual Risk encompasses any uncertainty that could affect the ability of either party to fulfil their
obligations. Risks can be financial, operational, legal or reputational. Identifying contractual risk early
enables parties to allocate it appropriately, for example by using a risk‑sharing clause that splits cost
overruns between commissioner and provider.

Risk Allocation determines which party assumes responsibility for each identified risk. Effective risk
allocation aligns incentives with the party best able to manage the risk. In a contract for a new diagnostic
imaging centre, construction risk may be allocated to the provider, while clinical risk remains with the
commissioner.

Risk Transfer involves shifting risk from one party to another, often through insurance, guarantees or
contractual clauses. Risk transfer can reduce exposure but may increase costs. A provider may transfer the
risk of equipment malfunction to an equipment supplier through a maintenance contract that includes a
service level guarantee.

Service Redesign is the process of revising service pathways to improve efficiency, effectiveness or patient
experience. Redesign may be driven by performance data, patient feedback or policy changes. A service
redesign for a chronic pain programme might introduce a multidisciplinary team approach, reducing
reliance on repeat GP visits.

Performance Management is the systematic process of setting expectations, monitoring results, providing
feedback and taking corrective action. In contract management, performance management ensures that
providers meet contractual standards and that commissioners receive value for money. Tools include KPI
dashboards, performance reviews and improvement plans.

Continuous Improvement is an ongoing effort to enhance service quality, efficiency and outcomes.
Contracts that embed continuous improvement encourage providers to innovate, test new approaches and
share learning. A continuous improvement clause might require the provider to submit an annual report
outlining lessons learned and planned enhancements.

Learning Curve describes the time and experience required for staff to become proficient with new
processes or technologies. Contracts that introduce novel service models should consider the learning curve
in performance targets and timelines. For a new tele‑health platform, initial performance targets may be
adjusted to reflect the expected learning period.

Capacity Planning involves forecasting the resources needed to meet service demand, including staff,
equipment and facilities. Accurate capacity planning prevents shortages and over‑capacity, both of which
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can affect performance. A capacity plan for a community mental health service might model expected
referral volumes based on demographic trends and seasonal patterns.

Workforce Development focuses on training, recruitment and retention strategies to build a skilled staff
base. Contracts may include provisions for workforce development, such as funding for staff training or
requirements for competency assessments. A contract for a specialist rehabilitation service could stipulate
that all therapists must complete a recognised advanced practice course within the first year.

Service Level Agreement Monitoring tracks compliance with SLA terms, often using automated tools and
regular reporting. Monitoring enables early detection of breaches and facilitates timely remediation. For a
telephone triage service, SLA monitoring would involve measuring call answer rates, average handling time
and adherence to escalation protocols.

Financial Reporting provides detailed information on the expenditure, revenues and cost allocations
associated with the contract. Accurate financial reporting supports transparency, budgeting and
value‑for‑money analysis. Providers typically submit monthly financial statements that reconcile actual
spend against the contract budget.

Value for Money Assessment evaluates whether the benefits derived from a service justify the costs
incurred. It considers outcomes, efficiency, effectiveness and equity. Commissioners conduct value for
money assessments at contract award, during performance monitoring and at contract close‑out. An
assessment for a community health programme might compare health outcome improvements against the
total cost per patient.

Contract Close‑Out is the formal process of ending a contract, ensuring that all obligations have been
fulfilled, assets returned, final payments made and lessons captured. A thorough close‑out includes a final
performance review, settlement of any outstanding financial issues and documentation of best practices for
future contracts.

Lessons Learned capture insights gained from contract execution, highlighting successes, challenges and
areas for improvement. Documenting lessons learned supports organisational learning and informs the
design of subsequent contracts. A lessons‑learned report for a pilot mental health service might note that
early stakeholder engagement reduced implementation delays, while insufficient data validation caused
reporting errors.

Contractual Governance Framework outlines the structures, processes and responsibilities for overseeing
contract performance, risk management and decision‑making. A robust governance framework includes a
steering committee, a risk register, performance dashboards and clear escalation routes. It ensures
accountability and alignment with strategic objectives.
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