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Closing The Federal “Tax Gap:” Cure-All or Mirage?
Closing Loopholes Could Yield $290 Billion A Year—But Is Only a First Step

S
ome members of Congress seem to think it can
help fund every public investment under the
sun. Others disingenuously argue that it

shouldn’t be counted on for a dime. It’s the federal
“tax gap,” and policymakers on Capitol Hill are en-
gaged in a tug of war over how it should be har-
nessed to help reduce our ongoing budget deficits.

The National Taxpayer Advocate, Nina Olson, has
been beating the drum for closing the tax gap for
well over a year. But the issue took on renewed
importance in a January hearing of the Senate
Budget Committee. CTJ’s Executive Director, Robert
S. McIntyre, presented an overview of the tax gap
issue and recommended options for closing it.

What is the Tax Gap?
The federal “tax gap” is simply the difference

between the amount of taxes that are owed and the
amount that is actually collected in a timely manner.
The best estimate of the federal tax gap’s size comes
from a 2006 IRS report, which found that in 2001 the
tax gap was $345 billion. IRS tax collection efforts
resulted in the (late) collection of $55 billion, leaving
a net tax gap of $290 billion. This means that a
shocking 14 percent of the taxes owed to the federal
government in that year simply went uncollected.

Who’s Avoiding Taxes? Who’s Not?
 IRS research suggests that the main source of the
tax gap is under-reporting of income—and that most
people are not engaged in this form of tax avoid-
ance. For example, when it comes to paying taxes,
wage-earners are generally very compliant. That’s
not because of any inherent moral superiority, but
rather because income taxes are withheld automatic-
ally as wages are earned. Compliance is also quite
good in the case of interest and dividends, because

the government sensibly requires income reporting
on these items. 

The tax gap problem is largely due to those with
other kinds of non-wage income (such as capital
gains) and those who purchase high-priced, shady
tax advice. These are the Americans who need help
in complying with their tax responsibilities.

Far too many investors and business owners are
tempted to understate their income, move their
investments offshore, fail to report their capital
gains accurately, and so forth. Not all succumb, of
course. And even for those who do, the actual means
for making income disappear for tax purposes is
probably often not understood by the taxpayer. That
doesn’t absolve the tax cheats and aggressive
avoiders from blame: they’re the demand side of the
equation. But without the supply side, the ethically-
challenged lawyers, accountants and banks that set
up the shelters, the demand would go unrequited.

Tax Gap Proposals in the Bush Budget
 The President included provisions to reduce the
tax gap in his budget request earlier this year—but
his measures would save just $2.9 billion a year.

continued on page 2
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From the Director’s Desk
Dear Friends,
The Congress that rubber-stamped the President’s tax proposals has been swept away. In the past few months, the new
Democratic leadership in tax writing committees in both houses of Congress have held hearings on tax issues ranging from
the much-ballyhooed federal “tax gap,” to reforming the Alternative Minimum Tax (AMT).

Depending on who you talk to, the federal tax gap (the roughly-$300 billion annual gap between the taxes that are owed
and what’s actually collected) is either the golden egg that will solve our budget woes—or a fiscal blind alley. The truth, of
course, is somewhere in between. Our cover story separates the fact from the fiction on the tax gap issue. 

The Alternative Minimum Tax issue is generating its own share of absurd spin this year. Given the sad track record of
Republican leaders on dealing with AMT reform, you might be surprised to know that, according to the latest rhetoric from
Republican leaders, the AMT mess isn’t President Bush’s fault at all, but can be laid squarely at the feet of President Clinton.
Find out what the talking heads are saying—and why it’s untrue—in our page 6 article.

At this writing, the big tax question facing Congress is whether they will temporarily “patch” the emerging AMT crisis or
enact a long-term fix to restore this important tax backstop. The good news is that there are straightforward (and fair) ways
of fixing  the AMT without busting the budget. CTJ released its plan for revenue-neutral AMT reform in January; you can read
about it on page 4.

The new leadership in Congress has shown a willingness to listen to new tax reform ideas. All the more reason for them
to hear from you on these vital issues. Last year, Congress put in motion a plan to partially privatize the tax collection
process by offloading this task from the IRS to private collection agencies. Find out how you can help stop this backdoor
privatization effort on the back page of this newsletter.

For most of us, the biggest challenge in building support for sustainable tax reform is reminding the public—and the
media—that the taxes we pay help to provide vital public investments. On page 5, we talk with Patrick Bresette of Demos
about his organization’s research on how to create a positive environment for public discourse on tax issues.

Long-time supporters of CTJ and ITEP know that we’ve been at the forefront of efforts to document the growth of
corporate tax avoidance at the federal, and more recently at the state, levels. The latest CTJ report on this topic estimates
that Wal-Mart alone has managed to avoid as much as $2.3 billion in state taxes nationwide between 1999 and 2005. These
findings have helped spur a remarkable wave of corporate tax reform efforts in state houses across the nation this spring—
even as lawmakers in some other states are proposing to repeal the corporate tax. Find out more in our survey of state
corporate tax reform proposals on page 7.

Thank you all for your continued support.

Bob McIntyre

Noting that this total amounts to about one percent
of the current tax gap, Senator Max Baucus noted
plaintively that “We’re not asking for the moon;
we’re asking for more than one cent on the dollar.”

How Should the Tax Gap be Closed?
Simply put, the broad goal for reformers seeking

to close the tax gap should be to lift the veil of
secrecy about what tax evaders are doing. We need
to clarify or change the tax laws to make tax-evasion
schemes illegal. We need to find ways to deter the
tax-evasion advisors and firms that facilitate tax
cheating. And, most important, we need to give the
IRS the resources to enforce the laws.

Here’s a quick rundown on some specific
strategies for achieving this goal:
L Crack down on Offshore Income Shifting.
Senate hearings last summer revealed how three
high-profile American tax cheats evaded taxes on
billions of dollars in income through offshore tax
dodges. This is a worldwide concern, not just one
for the U.S., as we learned from news stories about
how the Rolling Stones have shifted their song-
writing profits out of the United Kingdom to dodge
billions in taxes. So, we and other nations need to
cooperate to force comprehensive sharing of infor-
mation among countries, especially from tax havens.
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The IRS’ enforcement staff remains more
than a third below what it was a decade
ago, despite the explosion in aggressive
tax-sheltering and fraud since then. 

Many foreign governments would welcome a coop-
erative crackdown on international bank secrecy —
in fact, the U.S. was leading an effort to achieve that
until the Bush administration pulled the plug on
such cooperation soon after it took office in 2001.

L Require Information Reporting on Capital Gains.
Right now, capital gains are accurately reported for
small investors in mutual funds, but not for better-
off investors who work through stockbrokers. As a
result, untold billions of dollars in capital gains go
untaxed. Requiring brokerage firms to provide
information on the basis of stock transactions would
help solve this problem.
L Enact a Tough “Economic Substance” Rule.
Since the 1940s, courts have sometimes been willing
to disallow tax-shelter schemes if they lack “econ-
omic substance.” But what “economic substance”
means has never been completely clear. The econ-
omic substance rule should be clarified and codified
to make it clear that if tax avoidance is the primary
purpose of a scheme, it should be disallowed.

L Increase Penalties on Tax-Evasion Facilitators.
Those who assist tax evasion should face penalties
that outweigh the gains from cheating. Further
increases in penalties might help deter bad behavior.

L Tax Simplification.
A simpler tax code, in which the IRS is not put in
charge of dozens of non-tax related programs, would
free up the IRS to better do its real job: collect taxes
fairly and accurately. This would also make it much
easier for taxpayers to comply with the law.

L Sharply Increase IRS Funding.
This may be the most important step of all. In recent
years, the IRS has gotten a lot of publicity for its
effective crackdowns on some particularly egregious
tax evasion activities, including the many compli-
cated shelters marketed by major accounting firms.
These victories have helped raise public ire against
tax cheats, so much so that President Bush even
bragged in his recent budget proposal that he was
proposing a big increase in IRS enforcement funding.

So have we turned the corner on combating tax
avoidance schemes? Hardly. Consider how severely
the IRS’s ability to curb tax shelters has been
reduced over the past decade by Congress:
# From 1994 to the present, the IRS budget has

been cut by more than a fifth, both as a share of

the economy and in terms of the number of IRS
employees compared to the U.S. population.

# In the enforcement area, these cutbacks have
been even more severe, with a 36 percent
decrease between 1996 and 2003.

# As a result, IRS audit rates declined precipi-
tously, especially for upper-income tax returns.
In 1996, the IRS audited 210,000 returns of
people reporting more than $100,000 in income.
By 2001, the number had fallen to only 92,000 —
even as the number of returns with incomes
above $100,000 jumped by 80 percent.
Audit rates have begun to climb again, but

they’re still well below where they were a decade
ago. The IRS’s enforcement staff remains more than
a third below what it was a decade ago, despite the
explosion in aggressive tax shelters and outright
fraud since then. And as for the President’s supposed
increases in the IRS budget, they aren’t enough even
to keep up with wage growth.

The results of these cutbacks can be seen not
just in the IRS’s failures to control tax evasion, but
even in some of its successes. Last fall, the IRS
settled a major tax case with GlaxoSmithKline, in
which the British-based drug company agreed to pay
$3.4 billion in back taxes. This was trumpeted as the
biggest single tax settlement in history. The bad
news, however, as the Washington Post reported, is
that “Glaxo estimated that the matter could have
cost it as much as $15 billion.” As Senator Byron
Dorgan pointed out, “One of the messages” from the
Glaxo settlement “might be that you can settle for
substantially less than you allegedly owe.”

Likewise, the New York Times reported earlier this
year that a survey of 50 IRS corporate auditors found
that every one felt that “large companies were being
allowed to pay far less than they owed” in taxes due
to insufficient IRS resources to fully pursue cases.
“It’s catch and release,” one auditor told the Times,
about how little tax-cheating corporations were
forced to pay when their activities are detected.
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To be sure, all of the other substantive changes
outlined here are important. But none of them will
do the trick unless we are able to enforce the laws.
So the most essential step in closing the tax gap is
simply to give the IRS more resources.

Just to return to the staffing levels of a decade
ago would require a 50 percent hike in the IRS en-
forcement budget. But the good news is that we
don’t have to worry about the cost: increasing the
IRS budget is one kind of government spending that
actually increases revenues. The IRS estimates that it
could collect from $5 to $30 for every dollar spent
on improved enforcement.

If enforcement deters people and companies
from even attempting abusive tax sheltering
activities, then the rate of return could be even
higher. In our current deficit-spending climate,
adequately funding IRS enforcement activities should
be a no-brainer.

CTJ’s Solution to the AMT Problem

I t’s a low-profile tax with a high-profile problem.
The Alternative Minimum Tax (AMT), created

decades ago to ensure that a few of the very
wealthiest Americans would pay at least some
income tax each year, will hit 23 million taxpayers on
next year’s taxes unless Congress takes action. In the
hardest-hit states, a quarter of all families will owe
AMT in 2007 under current law.

Preventing this scenario has bedeviled Congress
ever since it passed President Bush’s big cuts in the
regular income tax in 2001 without simultaneously
adjusting the AMT. Over the past several years,
Congress has repeatedly enacted temporary hikes in
the AMT exemption to protect most families from
having to deal with the AMT. But the cost of these
“patches” will exceed $250 billion over the next four
years if continued.

Yet there are ways to reform the AMT without
blowing a hole in the federal budget. One way would
be to close the loopholes that exist currently in the
AMT, which was originally supposed to be a
loophole-free tax on the wealthy anyway. The
revenue raised could then be used to shield most
families from the tax. The second approach would be
to simply raise the needed revenue by raising the
top rate for the wealthiest in the regular income tax.

The first approach was suggested by CTJ in

December and shopped around to several
Congressional offices over the past few months.  The
CTJ proposal would, essentially: 
1. Extend the 2006 AMT exemptions through 2010,
indexed for inflation.
2. Remove the special low 15 percent tax rate on
capital gains and dividends from the AMT. That
would mean treating capital gains and dividends the
same as other income for AMT purposes.

This would prevent tens of millions of families
in the upper-middle and near-rich ranges from
falling into the AMT, at little or no cost.  The
proposal would reduce the percentage of taxpayers
owing AMT from an expected 17 percent in 2007,
rising to 23 percent in 2010, down to only 4 or 5
percent. It would also restore the AMT to its
intended purposes as a loophole-free tax on the very
wealthy, who benefit the most from the current
lower rate for capital gains and dividends.

The second approach — raising rates in the
regular income tax for people at the very top of the
income scale — is also in keeping with the spirit of
the CTJ proposal, since it aims to reform the AMT in
a budget-neutral and progressive way. This approach
is being considered by Democratic leaders in the
House of Representatives right now. 

Who Wins? Who Loses?
In every income group affected by CTJ’s plan except
the best-off one percent, the winners would far
outnumber the losers. There are no figures available
yet for the AMT plan that is still evolving in the
House, but it is very likely that the impact will be
very similar. Taxpayers in the highest-income group
— the best-off one percent — would pay more in
AMT than they do now. But they would still retain a
great deal of the huge Bush tax cuts they are
scheduled to receive over the 2007-10 period.

Would President Bush say an AMT reform along
these lines is an intolerable rollback of his tax cuts?
He might jump to that conclusion at first, but if so,
he should reconsider. Both these approaches give a
lot of people more of the tax cuts that Bush promised
them, but that are scheduled to be whittled away by
the AMT. Neither approach lowers the size of the
Bush tax cuts as a whole. So the real question is who
Bush wants to get the tax cuts he promised: a lot of
rather well-off people or a few very rich people?
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Points of View: Patrick Bresette on
“How to Talk About Taxes”

In the wake of April 17 (this year’s “Tax Day”), there
has been the usual uptick in the number of news

stories dealing with taxes and government spen-
ding. And, as usual, all too many of these stories
have portrayed public investments, and the taxes
that support them, in a negative light. 

What can be done to change the way the public
views taxes and to foster an appreciation for the
notion that “taxes are the price we pay for a civilized
society”? For answers to this question, we turned to
Patrick Bresette, the Associate Program Director of
Public Works: the Demos Center for the Public
Sector. One of Public Works’ latest projects, “How to
Talk about Government,” seeks to understand
Americans’ perceptions of government and how
those perceptions can be used to improve the way
we discuss government. 

Just Taxes: What lessons have you learned from the
“How to Talk about Government” project?
Patrick Bresette : The good news first: despite a
thirty year decline in trust in government, there is
still a latent belief in the important role that
government plays in our society. Unfortunately, this
perception is buried beneath widespread cynicism
and images of government as a bloated bureaucracy.
Many Americans have come to view government as
just another “point of purchase.” Through this
“consumer” lens, the public sector is assessed
through a “what’s-in-it-for-me” analysis.

Dealing with these problematic perceptions
requires that advocates for public sector solutions to
pressing problems must:
L Avoid triggering images of government as
nothing more than partisan politics.
L Find ways to offer concrete and vivid images of
government that help define its important role.
L Stay away from “selling” government services as
just another consumer benefit.

JT: How do you think those lessons could be
applied to efforts to improve the adequacy and
fairness of federal, state, and local tax systems?
Bresette: Debates about tax policy are a crucible for
public attitudes toward government. We believe that
our research offers some guidance for talking to the
public in support of positive changes to tax systems.

L Discuss taxes in the context of the long term
stewardship of the services we all depend on to
avoid short-term, “what’s in it for me” analyses.
L  Emphasize how taxes are a means for getting
things done together. We must all agree to
contribute, or important projects will not happen. 
L Talk about what government does in more
concrete, structural and dynamic terms.
L Don’t reinforce bad frames: “tax burden,” “tax
relief,” “tax holiday,” “hard-earned tax dollars,” etc.

JT: What advice do you have for those seeking to
preempt or to rebut the typically negative coverage
of tax issues in the media?
Bresette: It’s vital to help the public remember the
purpose and benefits of taxes. Unfortunately, much
of the media coverage on this issue will draw your
readers into debates focused only on whether taxes
are too high or too complex, and navigating this
minefield will require thoughtfulness and discipline.
Here are some suggestions:

First, take every opportunity to reframe the
debate about taxes in terms of their function rather
than whether or not they are a burden. Your readers
might want to take a look at an interesting piece by
Ruth Rosen that tries to do this:
www.longviewinstitute.org/research/rosen/talkingtaxes

Second, avoid being drawn into a partisan
analysis of taxes. Stake out a reasonable tone that
focuses on taxes as a tool we use to get things done.
Assessments of taxes should be based on whether
they help us maintain the quality of life we all want
(adequacy); on whether they are designed in a way
that is fair; and, whether the system is structured in
a rational way (accountability).

As an example, here’s a typical question your
readers might receive, and two possible answers:

“Americans are interested in paying taxes that are as low
as possible. Do you believe that solutions to our pressing
problems will require tax increases?”

Less effective: “No one is in favor of taxes for their
own sake, but we can’t expect government to do a
good job unless it has the resources it needs.”

Analysis: Starts by accepting negative view of taxes.
Puts spotlight on government-as-actor rather than
the activities/products of government.
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More effective: “The real question is: what public
structures do we need to have in place in order to
have the prosperity and quality of life we all expect?
Does that include transportation and communication
systems? A legal system for resolving disputes?
Agencies that watch over our food supply, air and
water? And what level of funding do we need in
order to create and maintain these structures?”

Analysis: Highlights the activities and products of
government, using language that evokes concrete
images of the responsibilities of the public sector.
Ties taxes to recognized needs, rather than
discussing them in isolation. Builds on the roles of
government that Americans appreciate and expect.

JT: Do you feel as though progress is being made?
In the aftermath of Hurricane Katrina, are people
beginning to understand the role of taxes and
government?
Bresette: I don’t think we are witnessing a wholesale
reappraisal of taxes by Americans. But I do think that
a number of events are beginning to connect
important dots in the public mind.  At least initially,
the Katrina disaster did have many Americans
questioning how the systems and structures we all
rely upon in such events had become so weakened.
From levees to disaster response, questions were
being asked about under-funding, mismanagement
and questionable priorities. And a host of other
issues—from a growing national deficit, economic
uncertainty, health care pressures, climate change
and perhaps more awareness of income inequality—
may be shifting attention to the necessary role of the
public sector and whether or not our current tax
policies are adequate to the challenges ahead.
To learn more about Demos, check out www.demos.org. 

Playing the AMT “Blame Game”

A ll too often, important policy debates can be
derailed by a political “blame game”. The latest

example: the impending crisis surrounding the
individual Alternative Minimum Tax (AMT), which
threatens to ensnare 23 million taxpayers next April.

No one intended for 17 percent of Americans to
owe the Alternative Minimum Tax—so how did we
get here? Here’s the general narrative spun by

Republicans in Congress, as told recently in a Buffalo
News column by Rep. Tom Reynolds (R-NY):

Instead of fixing the AMT’s flaws, policy makers in
Washington have made the problem worse. In 1986,
Congress raised the AMT rate to 21 percent, and in 1990
raised it even further to 24 percent. In 1993 a
Democratic-controlled Congress and a Democratic
president enacted the largest tax increase in history
including an even higher AMT rate structure — 26
percent and 28 percent. In 1999 President Bill Clinton
vetoed a Republican bill that would have abolished the
AMT altogether.

Leaving aside the question of whether the 1993
budget act can reasonably be considered the “largest
tax increase in history” (it can’t), Reynolds’s descrip-
tions of the 1993 AMT tax changes and subsequent
events are way off the mark. 

The 1993 AMT rate increases were accompanied
by an increase in the AMT exemptions—a change
explicitly designed to ensure that middle-income
families would not be subject to the tax. And, far
from being a gratuitous effort to soak the middle
class, the 1993 rate increases were actually neces-
sary to preserve the AMT’s role as a tax backstop.
Since the AMT was introduced in 1969, the relation-
ship between the AMT tax rates and the higher
regular income tax rates has been carefully cali-
brated to ensure that only a small number of
taxpayers who benefit handsomely from a variety of
tax breaks would fall into the AMT. When the regular
income tax rates on high earners go up (as they did
in 1993), the AMT rates must go up too in order to
keep the tax functioning properly.

In fact, contrary to the Republican rhetoric, the
net impact of the various 1993 tax changes was to
reduce the growth of the AMT taxpaying population
compared to what it would otherwise have been.

So if the Clinton Administration is not really to
blame, what’s the real source of the coming AMT
explosion? The obvious main culprit is the 2001-
2003 Bush tax cuts, which (unlike the Clinton tax
changes) simply ignored the delicate balance
between the regular income tax rates and the AMT
rates. By cutting the regular top income tax rate
from 39.6 to 35 percent, while leaving the 28 per-
cent AMT top rate unchanged, the Bush administra-
tion set the AMT on a collision course with millions
of upper-middle-income American families. 
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New CTJ Report: Wal-Mart’s State Tax
Avoidance Tallied at $2.3 Billion

An April report from CTJ and Change to Win
looked at the taxes paid (and not paid) by Wal-
Mart to state governments between 1999 and
2005—and found that Wal-Mart avoided $2.3
billion in state taxes nationwide over this period
—cutting its effective tax rate in half. The report
calls for states to adopt combined reporting to
help close down Wal-Mart’s tax avoidance
strategies. Find the report on CTJ’s website at
www.ctj.org or call us at 202-299-1066.

To be sure, Congress failed to increase the AMT
exemptions after 1993 to keep up with inflation. But
that wasn’t for lack of trying on the part of Demo-
crats in the Republican-controlled Congress. In fact,
congressional Democrats and President Clinton
repeatedly proposed boosting the AMT exemptions
in the late 1990s, but Republicans refused to go
along. Budget rules required that raising the AMT
exemption be paid for with offsetting tax increases,
something that Republicans found intolerable. As for
the GOP proposal to repeal the AMT in 1999, that
was a non-starter because it wasn’t paid for.

It’s important to understand who got us in our
AMT mess. But it’s even more important to figure
out how we can extricate ourselves in a fiscally
responsible way. As our page 4 article shows, there
are sensible and fair options for doing just that.

Corporate Tax Reforms 
(and Deforms) In the States

The decline of the state corporate income tax has
been well documented. A February 2005 ITEP

report found that of the 252 biggest, most consis-
tently profitable Fortune 500 companies, 71 of them
managed to pay zero—or less than zero—in state
corporate income taxes in at least one year between
2001 and 2003. CTJ’s latest report on this topic,
released last month, documents the tax-avoiding
behavior of Wal Mart (see box at right). The
implication is that big multi-state companies have
been quite successful in avoiding the corporate tax.
 But elected officials are not all reacting to this
news in the same way: some are trying to revitalize
the corporate income tax by identifying the most
harmful loopholes and shutting them down. But
other policymakers have proposed simply giving up
on the corporate tax as a lost cause. 

The good news is that around the nation, there
are efforts underway to enact a simple reform
known as “combined reporting” that could help
combat the “zero-tax corporation” phenomenon.
This year, governors in six states (Iowa, Massa-
chusetts, Michigan, New York, North Carolina and
Pennsylvania) included this important reform in their
budget proposals for the upcoming year. New York
lawmakers have followed their governor’s recom-

mendation and enacted combined reporting, and
West Virginia has done the same on its own. 

This isn’t the only front on which progressives
are battling to restore the corporate tax: Montana’s
state Senate is the latest legislative body to pursue
a “sunshine” policy that would require publicly held
corporations to disclose basic information about
their Montana tax liability. Such information can act
as a critical tool in helping to diagnose the ailments
of the corporate tax.

But the news is not all good. Some elected
officials now argue that corporate tax reform is
simply too politically difficult, and are proposing to
repeal the entire tax instead. Illinois Governor Rod
Blagojevich is the most recent advocate of this
misguided approach: his proposed budget would
replace the state’s corporate tax with a regressive
“gross receipts tax” that could raise up to $8 billion.
This proposal would replace one of the few progres-
sive elements in the Illinois tax system with what
amounts to a second sales tax. 

Corporate tax malfeasance at the state level has
achieved a new level of visibility this year. The task
facing progressive advocates in the states is to
harness this visibility for constructive reform,
reminding lawmakers that sensible options exist for
states seeking to reinforce (rather than repeal) their
corporate income taxes.

To find out whether your state has adopted
combined reporting, check out ITEP’s website at
http://www.itepnet.org.
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Tell Congress: Stop the IRS from Using Private Collection Agencies 

Buried in the corporate tax bill signed into law by President Bush in 2004 was a provision allowing the IRS
to contract out to private collection agencies (PCAs) to collect unpaid federal taxes. Following questions
about the cost-effectiveness of this program, and concerns about privacy issues, bills have been introduced
in the U.S. House of Representatives and the Senate to end the program, which the IRS began last fall. 
Nina Olsen, the National Taxpayer Advocate, has called upon Congress to end the PCA program in her
annual report. Olson notes that the private collectors receive a commission of 21 to 24 cents for each dollar
they collect, while IRS employees could do the same work for just 3 cents for every dollar collected. IRS
Commissioner Mark Everson has admitted that the IRS could collect these debts at less cost.
Since the pay of private debt collectors is tied to the amount of money they recoup (which is not true of IRS
employees), they will have a far greater incentive to violate the privacy rights of taxpayers in order to
increase collections. The idea of the government handing over taxpayers' personal information to multiple
non-governmental entities is alarming given the Federal Trade Commission's findings in 2003 that more
than 10 million people are victims of identity theft every year, at a cost of $5 billion annually.
Tell your lawmakers to support legislation introduced by Representative Van Hollen in the House of
Representatives (H.R. 695) and Senator Dorgan in the Senate (S. 335) to end the use of private debt
collectors by the IRS. Contacting your lawmaker has never been easier: just visit CTJ’s online Action Alert
page at www.ctj.org/action.htm . 
To find out the latest on the status of this and other tax issues before Congress, check out the CTJ
website’s Congress page at http://www.ctj.org/html/congress.htm . 
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