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In Whose Interest?  Our Low-Tax Economy 

 

 

Despite the claims of Government Ministers, employers’ representatives and some 
commentators, Ireland is a low-tax economy.  Behind these unsubstantiated claims 
lies a tax-cutting agenda – an agenda that will leave workers worse off and our 
economy in a more degraded state; all in the name of relieving employers of any 
responsibility to contribute to economic recovery. 
 
Ireland is an ultra-low tax economy.  The following shows tax levels on labour, excluding 
self-employment. 

 
Total taxation on labour is 
made up of employees’ 
income tax (Including levies 
and charges such as 
Ireland’s Universal Social 
Charge) and employees’ 
social insurance 
contributions (e.g. PRSI).  It 
also includes employers’ 
social insurance 
contributions.   The latest 
detailed data we have is 
from Eurostat’s Trends in 
Taxation 2011. 
 
As seen, Ireland is near the 
bottom of the EU table – 
lower than all other 
countries with the 
exception of Bulgaria and 
Malta.   Irish taxation levels 
on labour are over a third 
below the EU average.   
 
In 2011, Irish taxation would 
have had to rise by €10 
billion just to reach the EU 
average.  Though taxation 
has increased in the 

intervening years (abolition of the PRSI allowance, taxation of maternity benefits), these 
measures would have only a marginal impact on the overall percentage. 
 
Employers’ Low PRSI is the Main Reason 
 
The main reason Ireland is such a low tax economy is the ultra-low levels of employers’ 
social insurance contributions.  In other countries, employers’ social insurance helps pay 
for free health services and heavily subsidised prescription medicine costs, pay-related 
social insurance pensions, and stronger income supports such as pay-related 
unemployment benefits and maternity / paternity benefits.  Because employers’ 
contributions are so low, Irish workers enjoy few of these benefits. 
 

Eurozone 
governments are 
on the hook for 

nearly €900 billion 
in banking debt.  

Ireland is exposed 
to nearly €200 
billion.  This is 

neither equitable 
nor sustainable. 
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Ireland has the 
lowest tax on 

labour than any 
other EU country, 
bar Bulgaria and 

Malta. 
 

And the main 
reason for this is 

the minimal 
contribution from 

employers. 

Those who claim that 
Ireland is a high-tax 

economy are 
misleading the debate 
and covering up the 

real agenda – to 
sacrifice workers’ 
living standards in 

order to relieve 
employers of any 
responsibility to 

contribute to 
economic recovery. 

 
 
 
 
 
.  



Irish employers’ PRSI is one of the 
lowest in the EU.  In the EU, 
employers’ contributions make up 44 
percent of all tax on labour; Irish 
employers contribute only 29 percent 
– the rest falls on employees. 
 
Employers’ contributions would have 
to more than double – nearly €7.5 
billion – to reach the EU average.  

This makes up 75 percent of the gap between Irish taxation levels and the EU average. 
 
Employees’ Taxation 

 
Employees’ tax contribution 
is lower than the EU average 
– but not substantially so.  
Income tax is slightly higher 
than average; however, 
social insurance 
contributions fall well below.   
Nearly two-thirds of PAYE 
workers earn less than the 
averag income.  These 
workers need an increase in 
living standards – higher 

wages, free health services, affordable childcare, guaranteed adequate retirement 
income.  Tax cuts cannot deliver any of this.   
 
The Trade Union Agenda:  Radical Expansion of Social Insurance 
 
Unite and the trade union movement are opposed to a low-tax economy – one that 
benefits employers and penalises workers.  An alternative agenda would prioritiese a 
radical expansion of social insurance in order to raise living standards, starting with 
 

 Increasing Employers’ Social Insurance – initially at the highest incomes and 
phasing it in for the entire payroll over five years.   

 
A strong social insurance system would provide public services for free or below-market 
costs.  Free GP care and heavily subsidised prescription medicine is an example.  It would 
also expand income supports – pay-related state pensions and unemployment benefits.  
As more social expenditure is routed through social insurance (similar to other EU 
countries), this would free up resources from general taxation to provide further social 
programmes such as affordable childcare, social housing, increased resources for 
education, reduced public transport fares, etc. 
 
We need to raising living standards.  This cannot be done through tax cuts (though there 
can be equitable reforms within the current system).  This can only be done by 
expanding public services and reducing household expenditure on what should be free 
services and strong income supports.   
 
That is why it is time employers’ started paying their share.   
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The Financial 
Transaction Tax 

(FTT) is a 
fractional levy on 
certain activities.  
This is the vehicle 

by which past 
bank debt can be 

repaid. 

Employers’ social 
insurance 

contributions would 
have to more than 

double just to reach 
the EU average. 

 
 

We need to increase 
living standards 
through stronger 

public services and 
income supports.  

Tax cuts can’t deliver 
this.   

 
It is time employers’ 
started contributing 

to the recovery. 

Employees’ taxation 
is below-average, but 
not substantially so.  
Given the significant 
increases in taxation 

on low-average 
groups during the 
recession, there 

should be no overall 
increases on these 

groups until real 

wages start rising. 
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