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Learning objectives

Set up the Stata Prepare tax return and g Combine datasets into
environment and folder @ audit data meo Onefile to use in the tax
structure (variables, dates, duplicates) W’  gap estimation
I Choose the model for ML - -
|—¢—| (iterations, variable selection, IIII Estimate the tax gap Irg\éﬁﬁtslgate disaggregated
o 00 testing the model)
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How to apply this to your own setting?

* Check the purpose of each step in the Tax Gap Toolkit -> adjust the code to
match your case If needed

* Variable selection can be guided by the audit department -> interact with them
when possible

* You are the experts of your own setting! Trust the process.

The Tax Gap Toolkit will guide you through all steps and provide examples
for CIT, VAT and PIT
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What Is the Tax Gap Toolkit?

A package of adaptable
materials to Implement tax

\ compliance gap estimation
based on the bottom-up
approach using machine
learning
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Toolkit materials — available for free

Tax Gap Toolkit Technical Note, Readme files and example Stata codes now available on the UNU-
WIDER’s webpage. (Available in French, Spanish and Portuguese).

<& https://www.wider.unu.edu/about/tax-gap-toolkit
& O (9  https://www.wider.unu.edu/tax-gap-toolkit-readme-part 1#content @ | 9 &3 v= Update O Iﬁ P gap @ ﬁﬁ? {:g
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1 Overview Y <G About
This toolkit, developed by UNU-WIDERV/ATI, provides a comprehei N T ( '5 T | k -t
gap analyses. It utilizes machine learning algorithms to estimate V s toolkit is part of the Tax Research for a X a p O O I

2 .
(PIT), and Corporate Income Tax (CIT) gaps, specifically designed T velopment project
24 Tax research for development 9 December 2024
The toolkit consists of two code files: the first part is data manager SEARCH
e Toolkit for the estimation of tax nbia The Tax Gap Toolkit is a resource developed by UNU-WIDER to assist
S gaps using a bottom-up approach zania tax authorities in estimating tax gaps for value added tax, corporate

anda (forthcoming)

income tax, and personal income tax.

PARTNERSHIP

dis Tax Initiative
_ The toolkit estimates the difference between the potential tax revenue and the actual tax
sported by the International Tax

mpact, funded by the German Federal revenue collected, providing revenue authorities and policymakers with a measure of the

iistry for Economic Cooperation (BMZ) amount of tax revenues lost or forgone due to non-compliance. Conducting a tax gap
Mostafa Bahbah,' Sebastidn Castillo,? Kwabena Adu-Ababio,? . . . , . _
and Amina Ebrahim? i co-funded by the European Union estimation enables authorities to inform better allocation of limited resources and develop
R strategies to combat or reduce significant tax gaps and improve tax collection.
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The Tax Gap toolkit was developed with support from
the International Tax Compact (ITC), which facilitates
the Secretariat of the ATI. The ITC is funded by

the German Federal Ministry of Economic Cooperation
and Development, co-funded by the European Union,
and implemented by the Deutsche Gesellschaft fur
Internationale Zusammenarbeit (GIZ) GmbH.




More Information available online

wider.unu.eadu

Follow us on Linkedln, Facebook, and Twitter @UNUWIDER
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