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		Abstract

		Machine learning models can be used to find patterns in datasets.  In this essay, we discuss how innovative technologies such as big data analytics and machine learning are being used to gain new and actionable insights in the field of tax law. Our goal is not to provide a complete overview of every possible application; rather, we seek to illustrate some key examples of how analytics can be employed in the field of tax law. This essay provides both insights on how to improve the administration and content of tax law and policy, and insights for taxpayers seeking to understand the content of tax law. It proceeds in two parts.

In the first part of this essay, we discuss how big data analytics can help tax agencies and regulators, such as the Internal Revenue Service (IRS), better administer tax law. The IRS has troves of data that can be used to identify ways to minimize the tax gap â€“ i.e., the difference between the taxes that would be paid if taxpayers met all of their legal obligations, and those that the IRS actually receives and collects. We argue that predictive analytics can be used by tax authorities to optimally allocate their scarce resources and more precisely target enforcement efforts to yield optimal results, including identifying and pursuing taxpayers who are less likely to comply with their obligations under the status quo. We also take a broader approach and look at the insights that might be used by governments more generally to improve the content of tax policy. We ask how data analytics can improve the content of the law so that it better aligns with the lawâ€™s objective. 

In the second part of the essay, we look at the insights that can help taxpayers in understanding tax law. Here, we focus on how taxpayers can use data analytics to more accurately determine their tax liability in areas where the law is vague and unclear. While we frame the benefits of these insights as primarily flowing to the taxpayer, there are no doubt ancillary gains for the tax agency and regulator. Data analytics will also provide insights for the practitioners of tax law, such as accountants. Many commentators, including ourselves, have explored how predictive technologies will affect legal research and the practice of law more generally.  Accordingly, in this essay we direct our focus beyond practitioners. 
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