Internal Revenue Service
As seven former IRS commissioners from
both Republican and Democratic
administrations have written: “Over the last
fifty years, none of us has ever witnessed
anything like what has happened to the IRS
appropriations over the last five years and the
impact these appropriations reductions are
having on our tax system.”45 While the IRS
budget grew modestly between 2001 and 2010,
it has been targeted for particularly sharp
funding cuts since then — its 2017 budget of
$11.2 billion is 18 percent below its 2010 level,
after adjusting for inflation. These cuts have
weakened the agency’s ability to perform its
core functions of collecting taxes and enforcing
the nation’s tax laws.

FIGURE 11

As most IRS funding goes to staffing, the
cuts have forced the IRS to dramatically reduce
its workforce. Between 2010 and 2016, it lost
14 percent of its workforce, or roughly 13,000
employees. IRS funding and staffing for
enforcement have been cut especially sharply –
over that same period, enforcement lost 23
percent of its workforce, or roughly 11,000
employees. 46 (See Figure 11.)
These cuts have occurred even as the agency’s responsibilities have grown. In 2016, the IRS
processed 10 million more individual tax returns than it did in 2010.47 It has also dedicated more
resources to respond to growing cybersecurity threats from hackers and identity thieves, as well as to
implement major new tax legislation.
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Cuts to IRS funding and staffing have affected taxpayer services, cybersecurity, and enforcement
(see Figure 12):
FIGURE 12

• Taxpayer

services are at subpar levels. In 2016, the agency answered only 53 percent of
taxpayers’ calls and callers waited almost 18 minutes on average for an answer.48

• The

IRS has had to delay much-needed upgrades to its information technology systems,
compromising the security of taxpayer data and weakening its ability to identify and assist
victims of identity theft. About 60 percent of its hardware and 28 percent of its software is
out of date — and some of its software is at least 50 years old.49

• Deep

enforcement cuts have reduced the IRS’s ability to go after tax cheats. The IRS audited
just 1 of every 140 individual returns in 2016, down from 1 of 90 returns in 2010.50 IRS
Commissioner John Koskinen has stated, “We estimate we’re leaving on the table $10 billion a
year in uncollected revenue [from] the audits we can’t do because we don’t have enough
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people.”51 Underfunding enforcement is penny-wise and pound-foolish. Treasury estimates
that every additional $1 invested in enforcement can produce $6 in additional revenue, and the
additional, indirect savings from deterring tax evasion are more than three times that.52
• The

IRS’s Criminal Investigations division, which investigates activities such as identity theft,
tax evasion, money laundering, and terrorist financing, initiated 28 percent fewer
investigations in 2016 than it did in 2010.53

As its responsibilities continue to grow, IRS funding should grow accordingly. Underfunding the
IRS reduces its effectiveness and undermines the public’s trust that the tax laws will be enforced
fairly.
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