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Introduction 

The size and sufficiency of the tax take is the frequent subject of debate around the world. 
Much of the discussion tends to be limited to income tax, with less attention paid to other 
forms of tax on labour, consumption or capital. This is true in the Republic of Ireland and the 
United Kingdom, which are often considered institutionally and culturally similar in their 
approach to taxation and the state.  
 
This inBrief offers some data on aggregate taxes and tax collection under broad headings to 
compare tax collection in the Republic of Ireland and United Kingdom to similar European 
states. I use per capita estimates of receipts in 2018 to compare the tax systems of the two 
states to similarly developed western European countries. I find that the UK and the Republic 
of Ireland collect relatively low levels of tax, driven by shortfalls in collected taxes on labour, 
particularly contributions from employers. Other sector aggregates show smaller or negative 
gaps, but subdivisions like tax on self-employed income show deficits. 
 
Aggregate Tax receipts 
Aggregate receipts are often measured relative to Gross Domestic Product (GDP), which is 
meant to reflect the total output from which taxation can be drawn. However, GDP based 
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comparisons can be troublesome, particularly in the Republic of Ireland’s (ROI) case. Output 
data for ROI reflect, among other things, tax planning activity on the part of multinationals. 
 
McDonnell and Goldrick-Kelly (2017) propose an alternative measure of receipts scaled by 
contributions per capita. Figure 1 displays receipts gathered per person for a comparator 
group of developed, European states.1 These data include social contributions since they are 
involuntary payments (OECD, 2016). ROI and the UK had the lowest level of per capita 
receipts in the comparator group in 2018. Compared to the peer weighted average (PWA), 
ROI showed a shortfall in tax of €2,255 per person, while the UK showed an even larger 
€4,953 (£4,382) gap per capita.23 Scaled over the full population, this implies overall shortfalls  
in tax of over €11 billion in collected receipts for ROI and over €330 (£292) billion for the UK 
in 2018. 
 

For ROI, this is explained by low rates of social contributions. Where taxes excluding 
contributions are actually somewhat above profile (€836 above the PWA per capita), social 
contributions show a large (€3,090 per person) deficit. These data imply ROI collects over €15 
billion less in social contributions than a typical state in our comparator group.  
 
About two thirds of the UK’s gap is accounted for by social contributions. The UK shows gaps 
under both headings, a similarly large gap in social contributions of €3,278 (£2,900) and a 
significant tax gap of €1,675 (£1,482) per person. This scales to respective shortfalls of nearly 
€112 (£99) billion and €218 (£193) billion under the respective categories. 

 

Tax receipts by broad type 

Aggregate data can be decomposed into taxes collected under three broad headings: labour, 
consumption and capital taxation. Figure 2 shows that the aggregate gap for ROI and the UK 
relative to the peer weighted average is mostly explained by a shortfall in taxes on labour – 
which refers to all tax directly linked to wages as well as taxes and contributions levied on 
transfer income of the non-employed (Eurostat,2020). 
 
For ROI, the relative gap on labour taxation is larger than the aggregate gap, showing a deficit 
of €2,832 per person in 2018 (Figure 2). The deficit in the UK, €4,566 (£4,040), accounted for 
over 92 per cent of the UK’s aggregate gap. The implied gaps in both cases are substantial at 
nearly €14 billion for ROI and over €304 (£269) billion. 

                                                           
1 These comparators are western European states with populations of over 1 million and a GDP per person of 
over €30,000. Switzerland is not included due to a lack of data. 
2 The “peer weighted average” accumulates tax data from all countries in the group excluding ROI and the UK 
and divides by their summed population. This reflects a population weighted average. 
3 Data from the Taxation and Customs Union report in euro. Pound sterling conversions reflect the average 
exchange rate against the euro in 2018 (Eurostat,2020). 
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Delving further into these data, I find that the largest subcategory gap under this heading 
occurs under labour tax paid by employers in the form of payroll taxes and employer social 
contributions. The ROI showed a per person gap of €1,785 while the UK showed a gap of 
€2,053 (£1,816). In both cases, per capita receipts were less than half the comparator 
average. In ROI’s case, the gap is so large that meeting the peer average in employer 
payments would close nearly four fifths of the aggregate gap. The UK also shows a significant 
gap of €1,533 (£1,356) or €102 (£90) billion on tax of employee income. In contrast, ROI 
collects approximately average levels of employee tax. 
 
In contrast, ROI shows an excess in receipts relative to comparators under the headings of 
consumption and capital taxes. Under the consumption tax heading – showing taxes on 
transactions and final consumption goods- levied taxes per person were €75 above the peer 
weighted average. This amounts to an aggregate excess of approximately €400 million. The 
UK, on the other hand, collects about €545 (£482) or 12 per cent less tax per person under 
this heading, amounting to a scaled gap of about €36 (£32) billion. 
 
Finally, both states show capital tax receipts- which represent taxes on capital/business 
income as well as stocks of wealth – that are above average (Figure 2). This is particularly true 
in ROI, which collected €506 more per person under this heading in 2018. The UK collected 
€162 (£143) more in receipts per capita. However, this is explained by relatively high receipts 
from tax on corporate income, where ROI collected €908 more per person than average, or 
about €4.5 billion in total. Other subheadings, such as taxes on the income of the self-

Figure 1: Per capita receipts from taxes and social contributions 2018 

 

Source: European Commission, Taxation and Customs Union Data on Taxation (2020), Eurostat Population 
on 1 January by age and sex (2020), author calculations 
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employed and taxes on stocks of capital – which includes taxes on property, wealth and 
inheritance taxes – show significant gaps of €286 and €153 or a cumulative implied total of 
over €2 billion. The UK shows significant gaps under the headings of taxes on corporate and 
self-employed income, or approximately €263 (£232) and €417 (£368) amounting to 
population wide gaps of €17.5 (£15.5) and €28 (£24.5) billion respectively. 

 

Conclusion  
The Republic of Ireland and United Kingdom are comparatively low tax states overall relative 
to similarly developed European countries, particularly where social contributions are 
concerned. Most of this gap is explained by a lack of tax (including social contributions) levied 
on labour. Gaps were smaller or negative on the other broad categories, but certain 
subcategories such as self-employed income and stocks of capital showed deficits. 
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Figure 2: Per capita receipts from taxes and social contributions 2018 

 

Source: European Commission, Taxation and Customs Union Data on Taxation (2020), Eurostat Population 
on 1 January by age and sex (2020), author calculations 
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