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SCOTTISH DISTANT ISLANDS ALLOWANCE (SDIA)
Introduction 
1. The Scottish Distant Islands Allowance (SDIA) is a common allowance paid across the public services to compensate for the cost of travel to and from the mainland.  In terms of NHSScotland, it is paid to directly employed health service staff in Orkney, Shetland, Western Isles, and Highland (for Tiree, Jura and Islay).  Rates vary dependent upon whether the member of staff is married/ a civil partner or is single, and are uplifted each year to account for cost of living.    
2. Under the previous formula (SHARE), Island Health Boards were given an allowance for ‘island specific’ costs but that was withdrawn with the introduction of the Arbuthnott formula. The funding for SDIA is included in the Arbuthnott allocation and as such Health Boards meet these costs from their general allocation.
Purpose

3. The aim of this paper is to inform TAGRA about the concerns which have been raised about the SDIA , and set out two approaches for addressing this. TAGRA is invited to comment on the approaches.
BackgrounD
4. SDIA was not raised as an issue by any of the Island Health Boards when NRAC made their initial visits seeking Health Boards views on the Arbuthnott Formula. It was subsequently raised by Shetland Health Board in the context of their response to NRAC’s initial proposals for revising the Arbuthnott Formula. These proposals included introducing a Market Forces Factor which would have been applied to labour costs (plus potentially to land and buildings costs). The aim of this adjustment was to compensate Boards who were judged to be facing unavoidable excess costs in recruiting and retaining staff. During consultation Boards queried whether such an adjustment would affect the payment of SDIA. In their response to the consultation Shetland noted that:-

“….the island health boards are required to pay all staff a distant islands allowance.  This allowance is set by the SEHD; it is not a matter for local discretion.  The cost of this is around £720,000 per year.  Whilst this may seem a modest amount in the context of NHS Scotland, it is equivalent to a pressure of £17.1 million for NHS Grampian.  We would suggest that this element be removed from the Arbuthnott formula equation and funded separately.  At a stroke this would bring NHS Shetland much closer to its current Arbuthnott target.”
5. NRAC subsequently sought further advice on whether SDIA was covered by the Arbuthnott formula and also whether it would be affected by the introduction of an MFF. Finance Directorate confirmed that the funding for SDIA is included within the Arbuthnott allocation. Under the previous formula (SHARE), Island boards were given an allowance for ‘island specific’ costs but that was withdrawn with the introduction of the Arbuthnott formula, on the basis that the remoteness adjustment takes account of these excess costs.
6. Workforce Directorate explained to NRAC how SDIA worked. They noted that it is a common allowance paid across the public services to compensate for the cost of travel to and from the mainland.  In terms of NHSScotland, it is paid to directly employed health service staff in Orkney, Shetland, Western Isles and Highland (for Tiree, Jura and Islay). The SDIA is a distinct and separate allowance which compensates staff for the cost of making trips from the island concerned to the mainland. Hence, from NRAC’s point of view, this advice meant that there is no necessary connection with payments made under SDIA and the costs that were being addressed via the staff MFF proposals. Thus, there would have been no need for the SDIA to be altered in any way if a staff MFF was introduced. In any event, the MFF proposals were subsequently rejected by NRAC.
7. There has been continuing interest in the issue of SDIA from Health Boards and MSPs. This has led Health Directorates to give further consideration as to whether SDIA should continue to form part of the general allocation that is covered by the NRAC formula.
How much does SDIA cost?
8. SDIA is payable to eligible staff in four Health Boards at rates set by the Scottish Government. The Heath Boards in which staff are eligible to receive payments are Shetland, Orkney, Western Isles and Highland (for Tiree, Jura and Islay). The following table sets out the rates that are payable along with the annual cost of SDIA for each Health Board.
	SCOTTISH DISTANT ISLANDS ALLOWANCE

	Health Board
	Rate

£s
	Total Cost £000s
	Total Allocation

£m
	% of total allocation
	Staff Numbers

(headcount)
	SDIA per member of staff

£s
	Population
	SDIA per head

£s

	Shetland
	1,538
	840
	33.9
	2.48%
	625
	1,344
	22,000
	38.18

	Orkney
	1,025
	567
	28.7
	1.98%
	639
	887
	19,590
	28.94

	Western Isles
	871
	725
	53.6
	1.35%
	1,123
	646
	26,370
	27.49

	Highland
	871
	56
	445.6
	0.01%
	9,415
	6
	304,460
	0.18

	Total
	-
	2,188
	562.0
	0.39%
	11,802
	185
	372,420
	5.88


9. The table makes clear that although SDIA is a relatively small cost in HCHS/NRAC terms – £2 million out of a total budget of £7 billion  (roughly 0.03%) – it is a significant cost in term of the budget of the Island Health Boards (around 2%).
REcommendation
10. We have concluded that SDIA represents a bespoke issue which affects a defined subset of Health Boards and that it was recognised prior to the introduction of the NRAC formula. At around £2m, the costs of SDIA are very small in comparison to the entire NRAC formula allocation, but they are significant for the individual Health Boards involved. 
11. With this in mind we have identified two potential approaches for addressing the SDIA issue:- 

(1)
to recommend that SDIA be removed from the HCHS allocation and hence the NRAC formula process. In practice this means that the costs of paying SDIA would not be included in the costs base on which the formula operates, and that funds would instead be paid direct to Health Boards.  

(2)
to recommend that this issue be picked up as part of the ongoing work on the impact of  the NRAC formula on remote and rural areas.
12. We would welcome TAGRA’s views.
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