
How the IRS Private Debt Collection 
Program Helps Address the Tax Gap

Each year, the IRS estimates the Tax 
Gap, the difference between the total 
amount of taxes owed and taxes paid, 
which exceeds $400 billion. That large 
amount is generated by three general 
circumstances – those who failed to 
file their taxes, taxes not collected due 
to the underground economy and tax 
underpayments. 

The IRS Private Debt Collection (PDC) 
Program exclusively works to collect tax 
underpayments – the specific subset 
of taxes owed by those who have filed 
their taxes, agree that they owe, but 
have not yet paid in full. Without this 
important program, IRS manpower 
shortages cause the U.S. Treasury to 
lose $20 to 30 billion in legitimate tax 
revenue each year due to expiration 
under the collection statute of limita-
tions. 

Tax revenue collected by the IRS  
Private Debt Collection Program 
allows the agency to finally hire the 
needed permanent internal staff,  
helps to bolster the U.S. Treasury  
and allows the federal government  
to continue to fund much-needed  
government programs.

A tax underpayment 
is when someone files 
a tax return but pays 
less than they owe.

Each year, $15-20 billion 
in underpayments are lost 
when the collection statute 
of limitations expires.

It’s critical for the IRS to collect on 
these taxes to reduce the deficit and 
fund existing federal programs.

Each year, more than $400 billion in 
taxes are left uncollected by the IRS 
due to manpower shortages.

TAX  GAP
Of this, the PDC Program 
helps collect the $138 
billion in uncontested tax 
underpayments.

HOW WE CAN CLOSE THE TAX GAP

The IRS Private Debt Collection (PDC) Program is a 
successful public-private partnership that returns vital 
funding to the U.S. Treasury, ensures fairness in the tax 
system and offers collaborative solutions that help 
Americans achieve a zero tax balance. partnershipfortaxcompliance.org

Taxes Lost to the 
Underground Economy

$387 billion

EVERY YEAR:

Net Annual Tax Gap
$406 billion

Taxes Owed by Non-filers
$32 billion

$39 billion in new 
underpayments 
enters the system 
for collection 

$20-30 billion becomes 
uncollectable due to 
the 10 year statute of 
limitations expiring

$131 billion
The IRS PDC 
Program works to 
collect this active 
uncontested tax 
underpayment 
revenue

Tax Underpayments
$39 billion


