
Further Submission from PricewaterhouseCoopers 
 
National Insurance  
In our submission to the Smith Commission we stated that there were reasons why devolving National 
Insurance would be challenging .  To expand on this: 
 
-        National Insurance is covered by EU Social Security legislation (eg EC Regulations 883/2004), 
as well as UK.  
-        National Insurance operates as an individual insurance policy in practice, although it is collected 
as a tax.  
-        Separating individuals' insurance payments and (in due course) paying insured entitlements will 
be complicated by the lack of allocation between Scotland and the rest of the UK 
-        The administration of National Insurance is therefore complex.  
 
Lessons from Czechoslovakia devolving Tax  
You asked for clarity and examples of government cooperation when devolving/sharing taxes from 
elsewhere.  

 
Czech Republic and Slovakia  
Czechoslovakia existed from October 1918 until 31 December 1992 before dissolution into the Czech 
Republic and Slovakia on 1 January 1993.  From a tax perspective, dissolution was a comparatively 
straight forward process.  This was influenced by: 

 History and the relatively short time that Czechoslovakia existed 
 Czechoslovakia being Federal before the split... 

....this meant that there was already a stronger sense of division with separate Government 
and Administration bodies already in place. 

 The drafting of a New Tax Reform in 1991... 
.....which meant that both countries were developing separate rules from a new starting 
point.  The New Tax Reform altered radically the Tax architecture with major changes to 
Sales, Income and Corporation Taxes.  Income Tax rates did not differ between Slovakia and 
the Czech Republic until 1995. 

Citizens of both countries considered and planned in which country they wanted to be Resident, but 
this was influenced more by non-Tax factors (eg differing requirements for military service).  
 
Conclusion  
The existing separation between the Czech Republic and Slovakia, and the sense of both countries 
starting with something new, were powerful influences in a smooth transfer of powers.  The UK is 
probably not in a similar position.  The lessons to draw from this are:  

 Separation may be more easily achieved where there is a greater sense of renewal in each 
constituent part of the whole.    

 However, this will be harder to achieve in the UK where there are more conflicting views on 
the desired outcome.  

Citizens' Jury  
You asked for more details on PwC's use of Citizens' Juries. 

 
We have run a number of Citizens' Juries across a range of issues, including Taxation under the 
banner of 'Paying for Tomorrow'.  For this, with the help of an external provider, we brought together 
22 representative members of the British public.  We spent two days considering the shape and 
structure of the UK tax system, and perspectives on tax 'morality' and 'fairness'.  The findings included 
calls for the integration of income tax and national insurance and the setting up of a new independent 
advisory body to reduce the influence of political short-termism.  The findings were reported in 
National Press and shared widely on Social Media.     
 



Value Added Tax 

There was discussion in the Committee about the allocation of VAT and the impact on the block grant.  
 
Our understanding is that there is not  a simple and transparent way to identify 'Scottish VAT' for the 
allocation and that this is a matter to be considered further in inter-Governmental discussions.    
 

 

 

 

 

 

 

 

  


