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The Marriage Penalty
A marriage penalty results when a married couple pay more taxes by

filing jointly than they would pay if each spouse could file as a single person.
A couple face the marriage penalty only when both spouses have earned in-
come.  Single-earner couples never pay a penalty and in fact always get a bo-
nus from the Tax Code, paying less taxes than they would pay as singles.

Source of the Penalty: Progressive Tax Rates.  The marriage penalty
fundamentally results from progressivity of the Tax Code.1   This can be seen
in Table I, which presents the federal income tax schedule for 1998.  It shows
how marginal income tax rates rise from 15 percent to 39.6 percent.  The earn-
ings of the secondary worker (the lower-paid spouse) in effect come on top of
the primary earner’s.  Thus a secondary worker may find that his or her earn-
ings push the couple’s total income into a higher tax bracket, resulting in a
marginal rate higher than the secondary worker would pay if taxed as a single.

To see how this works, consider a husband with taxable income of
$25,000 per year.  Under both the single and joint tax schedules, he would pay
15 percent tax on that income.  However, if his wife also makes $25,000, only
the first $17,350 of her income would be taxed at 15 percent.  The remaining
$7,650 of her income would be taxed at 28 percent, because it puts the
couple’s total income above the $42,350 ceiling for the 15 percent bracket.
Thus the couple would pay 13 percent more tax on that income (the difference
between 15 percent and 28 percent) than the wife would if she were single.
This couple’s marriage penalty would be $994 per year.

Penalties and Bonuses.  As Table II indicates, a couple may either get
a tax bonus or pay a tax penalty on the same total income, depending on what
the income split is between husband and wife.  The couple in the earlier ex-
ample paid the maximum marriage penalty on their $50,000 joint income be-
cause each spouse earned half the income.  However, if one spouse earned
substantially less than the other, the couple could have received a marriage bo-
nus.

“A couple may either get a
tax bonus or a tax penalty on
the same total income,
depending on what the
income split is between
husband and wife.”
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● If the husband earned $40,000 per year while the wife earned
$10,000, instead of paying a penalty of $994 per year they would
have received a bonus of $910.

● That is, they would pay $910 less in taxes as a couple filing jointly
than they would pay if each were taxed as a single.

The marriage penalty is most likely to apply to couples whose incomes
are roughly equal.  As Table II indicates, no couple with equal incomes or in-
comes within 10 percent of each other receive a marriage bonus and most re-
ceive penalties.  As noted earlier, no single-earner couples pay a marriage pen-
alty and virtually all, regardless of income, receive a bonus.

Of course the data in Table II are hypothetical.  They assume that all
income is earned and that couples have no deductions other than the personal
exemption and the standard deduction.  In real life, people’s incomes and de-
ductions are more complicated.  To get an idea of how marriage penalties and
bonuses affect real people, the Congressional Budget Office (CBO) looked at
Internal Revenue Service and Census data.  The CBO found that the highest
proportion of marriage penalties occurred when the higher-earning spouse

FIGURE I

Percent of Couples with Marriage Penalty/Bonus

Source: Congressional Budget Office.
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“The highest proportion of
marriage penalties occurred
when the higher-earning
spouse made between
$20,000 and $75,000 per
year.”
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TABLE I

Individual Income Tax Rates for 1998

Single Married

Taxable Income Rate Taxable Income Rate

Source: Commerce Clearing House.

0 - $25,350 15%  0 - $42,350 15%

$25,351 - $61,400 28  $42,351- $102,300 28

$61,401 - $128,100 31 $102,301 - $155,950 31

$128,101 - $278,450 36 $155,951 - $278,450 36

$278,451 and up 39.6  $278,451 and up 39.6

TABLE II

Marriage Penalties (-) and Bonuses (+), 1998

Taxable
Income 0/100 10/90 20/80 30/70 40/60 50/50

Income Allocation Between Spouses

$10,000 0 0 0 0 0 0

$20,000 0 0 0 0 0 0

$30,000 604 214 0 0 0 0

$40,000 1904 1384 864 344 0 0

$50,000 2060 1560 910 260 -390 -994

$60,000 2210 1430 650 -130 -910 -1086

$70,000 2468 1348 390 -520 -1086 -1086

$80,000 2768 1488 208 -910 -1086 -1086

$90,000 3068 1628 188 -1038 -1086 -1086

$100,000 3368 1768 168 -828 -1086 -1086

$150,000 4532 1382 -759 -1209 -1659 -1701

$200,000 4829 629 -1667 -3267 -3904 -3904

$300,000 4123 -1643 -4043 -5585 -7085 -7490

Source: Table I.



4    The National Center for Policy Analysis

made between $20,000 and $75,000 per year.  As shown in Figure I, couples
with incomes above and below these levels were more likely to receive a tax
bonus for being married.

Impact on Black Families.  Thus we see that marriage penalties are
most likely to have an impact on couples with middle incomes whose incomes
are roughly equal.  Professor Dorothy Brown of the University of Cincinnati
College of Law has argued that these two factors mean that blacks are more
likely to suffer a marriage penalty, while whites are more likely to receive a
marriage bonus.2   The reason is that among married couples, black women are
more likely to work than white women.  Furthermore, working black women
on average provide a higher percentage of the couple’s total income than
working white women.  According to a 1990 study by the U.S. Commission on
Civil Rights:3

● Seventy-five percent of black women work full-time, whereas only
62 percent of white women do.

● Working black women contribute 40 percent of family earnings,
while working white women contribute just 29 percent.

History of the Marriage Penalty
Although the marriage penalty is inherent in progressive tax rates, its

magnitude has gone up and down with changes in the tax law.  When the in-
come tax was established in 1913, no distinction was made between married
and unmarried taxpayers.  A single rate schedule applied to both.

The tax problems related to working women were far fewer in those
days because only a small number of married women worked outside the
home. Even single women were unlikely to hold a paying job at that time.4

● In the census of 1900, only 769,000 married women were in the la-
bor force, which totaled 27,640,000 workers.

● The female labor force participation rate was just 20 percent in
1900, compared to 86 percent for men.

Community Property.  In the 1920s, a number of couples in commu-
nity property states began filing separate tax returns, with each spouse claim-
ing half the couple’s total income.5   This was justified on the grounds that un-
der community property each spouse is deemed to own half the couple’s joint
earnings, regardless of who earned them.  By contrast, in common law states,
the earnings of a spouse generally belonged to that spouse.  Among the states
with community property laws at that time were Texas, Arizona, Idaho, Loui-
siana, Nevada, New Mexico, Washington and California.

Initially, the Attorney General of the United States ruled that couples in
community property states could split their income for tax purposes.  This had
the effect of reducing taxes for most couples.  For example, if a husband had

“Black couples are more
likely to suffer a marriage
penalty, while whites are
more likely to receive a
marriage bonus.”
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$20,000 of earnings and his wife had none, they would be taxed as if each
earned $10,000.  This generally put them in a lower tax bracket and lowered
their joint tax liability.  Had this practice been allowed to continue, it would
have led states to adopt community property laws just to give their citizens a
cut in their federal income taxes.

Congress and the Treasury Department attempted to thwart income
splitting through legislation and regulations.  Eventually, a case reached the
Supreme Court.  In Poe v. Seaborn (1930), the Court ruled that state commu-
nity property laws did allow couples to split their incomes for federal income
tax purposes.  As expected, this led several states to change from common law
to community property to give their citizens a tax cut at no expense to the
state.  The trend accelerated when tax rates shot up during World War II.  By
1948 Oregon, Nebraska, Michigan and Oklahoma had changed their laws to
become community property states.6

*  Compared to tax in community property state.

Source: House Report 1274, 80th Congress, 2d session (1948) p. 22.

TABLE III

Common Law Marriage Penalty, 1947
*Percent

Income Tax Penalty  of Penalty

$1,000-$3,000   0 0
$4,000 $19 3.33
$5,000 $38 5.00
$6,000 $76 7.84
$7,000 $114 9.68
$8,000 $190 13.70
$9,000 $266 16.67
$10,000 $342 18.56
$15,000 $893 28.31
$25,000 $2,622 40.59
$50,000 $6,070 32.42
$100,000 $12,853 25.57
$150,000 $18,430 21.20
$200,000 $21,042 16.56
$250,000 $22,002 12.99
$500,000 $23,921 6.24
$750,000 $23,921 3.99
$1,000,000 $23,921 2.93
$2,000,000 $23,921 1.42
$5,000,000 $1,206 .03

“In the 1940s, some couples
in common law states were
paying 40 percent more in
federal taxes than they would
have paid in a community
property state.”
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Obviously, this situation led to a great deal of unfairness, with residents
of some states paying significantly lower federal income taxes than compa-
rable earners residing in other states.  Table III indicates the magnitude of the
marriage penalty for couples in common law states in 1947.  As the table
shows, some couples in common law states were paying 40 percent more in
federal income taxes than they would have paid in a community property state.
For example:

● A couple with a joint income of $25,000 would have paid $9,082 in
federal income taxes in a common law state.

● The same couple would have paid only $6,460 in a community
property state.

As Professor Michael Graetz of Yale recently noted, “This absurd situ-
ation did not engender great respect for the integrity of the income tax.”7

Income Splitting.  Congress finally resolved this problem in the Rev-
enue Act of 1948, which extended the principle of income splitting to all mar-
ried couples.8   This constituted a significant tax cut for most married couples.9

As Table IV shows, the bulk of the benefits accrued to couples with middle in-
comes.

Under $5,000 $20.3 2.5%

$5,000     - $10,000 $69.6 8.7

$10,000   - $25,000 $296.1 36.8

$25,000   - $50,000 $224.4 27.9

$50,000   - $100,000 $142.2 17.7

$100,000 - $250,000 $44.3 5.5

$250,000 - $500,000  $5.6 0.7

$500,000 - $1,000,000 $.9 0.1

$1,000,000 and over $.1 *

Total $803.5 100.0

TABLE IV

Distribution of the
Benefits of Income Splitting, 1948

Tax Cut Percent of
Income Class (millions) All Taxpayers

Source:  U.S. Congress, House Committee on Ways and Means, Reduction of Individual
Income Taxes (Washington: U.S. Government Printing Office, 1948), p. 28.

*  Insignificant

“When income splitting was
extended to all married
couples in 1948, it constituted
a significant tax cut for most
of them.”



The Marriage Penalty     7

More significantly, almost every married couple saw a sharp reduction
in their marginal tax rate — the tax that applies to the last dollar earned.  A
couple earning $51,000, for example, saw their marginal rate drop from 75
percent to 59 percent between 1947 and 1948.  Figure II illustrates the impact.
Again, those in the middle brackets, not the rich, were the principal beneficia-
ries.

In practice, the impact of lower tax rates was mainly on women.  Since
a married woman’s earnings came on top of her husband’s, she was in effect
taxed at her husband’s marginal tax rate on the first dollar of her earnings.
Marginal tax rates as high as 90 percent after World War II strongly discour-
aged married women from working.

Although income splitting was highly beneficial to most married
couples, it created a problem for single taxpayers.  As a result of income split-
ting, a married couple now paid significantly less tax than a single earner with
the same income.  Congress tried to address this inequity in 1951 by creating a
new tax rate schedule for single heads of households, which roughly split the
difference between the married and single tax schedules.

FIGURE II

Marginal Tax Rate Schedule for
Married Couples, 1947 and 1948
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“A couple earning $51,000,
for example, saw their
marginal tax rate drop from
75 percent to 59 percent.”
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Birth of the Marriage Penalty. However, singles continued to agitate
for tax relief.  By 1969 some single taxpayers were paying 42 percent more
federal taxes than a married couple with the same income.  That year Congress
created a new tax schedule that was designed to keep the tax burden on singles
and married couples with the same income within 20 percent of each other.
Figure III shows the tax rate reductions for single taxpayers that were effective
in 1971.  This legislation created a significant marriage penalty for the first
time.10  As a result, some married couples now paid more taxes by filing
jointly than they would have paid if both filed as individuals.11

Further contributing to the rise of the marriage penalty was the steep
increase in the number of women in the labor force.  As Figure IV shows, the
number of women in the labor force grew by about 50 percent between the late
1940s and the early 1970s.  The labor force participation rate for women has
continued to rise since and in 1997 was almost double the rate of 1947.  This is
important because a marriage penalty occurs only when a husband and wife
both earn income.  As women began working in greater and greater numbers,
the likelihood of a couple suffering a marriage penalty rose.

$10,000
Before -103  -185 -157 -134
After +121 +84 +146 +512

$20,000
Before  -185 -822 -1,350 -1,710
After  +84 -90 -388 -557

$30,000
Before -157  -1,350 -2,166 -2,901
After +146 +388 +606 +1,110

$50,000
Before +134 -1,701 -2,901 -3,760
After +512 -557 -1,110 -2,290

$100,000
Before +241  -1,671 -2,918 -3,777
After +2,360 +837 -185 -2,007

TABLE V

Marriage Penalties (-) and
Bonuses (+) Before and After the

Economic Recovery Tax Act of 1981
Income of Wife

Income of Husband $10,000 $20,000 $30,000 $50,000

Source: Joint Committee on Taxation, General Explanation of the Economic Recovery
Tax Act of 1981 (Washington: U.S. Government Printing Office, 1981), p. 35.

“The 1981 tax bill did not
eliminate the marriage
penalty, but did provide
substantial relief.”
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Marginal Tax Rate Schedule for
Single Taxpayers, 1970 and 1971
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“The tax rate reductions for
singles that were effective in
1971 created a significant
marriage penalty for the first
time.”

“As more women entered the
labor force, the likelihood of a
couple suffering a marriage
penalty increased.”
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As awareness of the marriage penalty grew, increasing numbers of
couples began to take matters into their own hands by getting divorced for tax
reasons.  One couple, David and Angela Boyter, received national publicity for
getting divorced each December, allowing each to file as single for the year,
then remarrying in January.12  Eventually the IRS cracked down on this cha-
rade, but not before moving Congress to action.13  By 1981, there was strong
political pressure to redress the marriage penalty problem, and a variety of pro-
posals were put forward.14

Recent Tax Changes.  In the Economic Recovery Tax Act of 1981,
Congress attempted to redress the marriage penalty by giving the lower-paid
spouse a 10 percent tax deduction on income up to $30,000, for a maximum
deduction of $3,000.  While this provision did not eliminate the marriage pen-
alty, it did provide substantial relief for most married taxpayers, as shown in
Table V.

However, the secondary-earner deduction did not live long and was
eliminated by the Tax Reform Act of 1986.  But because the Tax Reform Act
sharply reduced rates for most taxpayers, the net effect was to reduce the num-

TABLE VI

Marriage Penalties (-) and Bonuses (+)
Before and After the Tax Act of 1986

$10,000
Before -88  -63 +15 +404
After -150 -150 +443 +443

$20,000
Before  -63 -131 -403 -613
After  -150 -158 -406 -466

$30,000
Before +15  -403 -733 -1,310
After -443 -466 -774 -774

$50,000
Before +404 -613 -1,310 -2,609
After +443 -466 -774 -1,284

$100,000
Before +2,337  +885 -325 -2,243
After +1,548 +210 -529 -1,389

Income of Wife

Income of Husband $10,000 $20,000 $30,000 $50,000

Source: Joint Committee on Taxation, General Explanation of the Tax Act of 1986
(Washington: U.S. Government Printing Office, 1987), p. 19.

“Although the 1986 legisla-
tion reduced rates for most
taxpayers, some couples were
worse off.”
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ber of couples suffering a marriage penalty and the magnitude of the pen-
alty.15   Nevertheless, some couples were worse off, as shown in Table VI.

The most recent tax legislation with a major impact on the marriage
penalty was the 1993 tax bill.16   Interestingly, the provision of this legislation
that exacerbated the marriage penalty was not the increase in tax rates but the
expansion of the Earned Income Tax Credit (EITC).  The EITC is a refund-
able income tax credit for workers with low earnings.  It creates marriage pen-
alties because it is phased out as incomes rise and because it is maximized for
workers with two children.17  No additional credit is available for three or
more children in a single qualifying family.  Depending on their income,
therefore, a two-earner couple might significantly increase their joint EITC
benefit by divorcing.  And if they have more than two children, the benefits of
divorce can be enormous.  For example, in 1996, a two-earner couple with
four children and $11,000 each in earnings would have increased their EITC
payment from $1,375 to $7,120 by getting divorced, with each spouse claim-

TABLE VII

Marriage Penalties (-) and Bonuses (+) for Hypothetical
Couples, Before and After the Clinton 1993 Tax Increase

No Children Two Children

Spouse 1’s Earnings  Spouse 2’s Earnings Before After Before After

$10,000 0 +562 +562 -161 +490
$10,000 $2,000 +440 +287 -299 -213
$10,000 $4,000 +150 -156 -991 -1,092
$10,000 $6,000 -150 -379 -1,804 -1,972
$10,000 $8,000 -188 -264 -2,802 -3,063
$10,000 $10,000 -188 -188 -3,354 -3,717

$25,000 0 +750 +750 +848 +1,171
$25,000 $5,000 +306 +306 -1,052 -947
$25,000 $10,000 -188 -188 -2,506 -2,690
$25,000 $15,000 -188 -188 -2,201 -2,125
$25,000 $20,000 -188 -188 -1,379 -786
$25,000 $25,000 -286 -286 -727 -727

$50,000 0 +3,382 +3,382 +2,018 +2,018
$50,000 $10,000 +1,144 +1,144 -2,281 -2,281
$50,000 $20,000 -156 -156 -1,618 -1,618
$50,000 $30,000 -1,326 -1,326 -2,418 -2,418
$50,000 $40,000 -1,326 -1,326 -4,218 -4,218
$50,000 $50,000 -1,326 -1,326 -4,348 -4,348

Source: Daniel R. Feenberg and Harvey S. Rosen, “Recent Developments in the Marriage Tax,” National Tax
Journal, vol. 48, no. 1 (March 1995), p. 94.

“Expansion of the Earned
Income Tax Credit in 1993
exacerbated the marriage
penalty.”
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ing two children.18  Table VII illustrates the impact of the 1993 tax legislation
on couples at various income levels.

Economic Effects
As noted earlier, the principal effect of the marriage penalty has been

on wives, because they generally earn less than their husbands and thus are in
effect taxed at their husbands’ marginal tax rates.  This means that wives gen-
erally receive less aftertax income on each dollar they earn than their husbands
do.  This significantly discourages work effort among married women. A con-
siderable amount of economic research demonstrates that high marginal tax
rates reduce labor supply, especially for married women.19

Labor Supply.  The disincentive effects of high marginal tax rates on
married women are aggravated by their looser attachment to the labor force
than men and by their child-rearing responsibilities.20  Although most married
women who work do so because of financial necessity, many do not.  Their in-
come is not essential for maintaining a couple’s standard of living.  Such
women may work for a variety of reasons, including the simple joy of doing
so.  But the consequence is that they are more easily driven from the labor
force by tax disincentives than are married men.  For this reason, economic
theory suggests that married women should be taxed less than married men.21

Thus it should come as no surprise that tax policies affecting the mar-
riage penalty have had a significant impact on female labor supply.  The insti-
tution of income splitting in 1948 and the effective reduction in marginal tax
rates had a major effect on women’s work decisions.  As Table VIII shows:

Single 37.9 34.6 33.1 31.6

Married 46.2 48.3 50.9 52.1

Husband Present 40.9 44.0 46.4 48.0
Widowed/Divorced 15.9 17.1 16.0 16.3

TABLE VIII

Female Labor Force
(percent distribution)

Category 1947 1948 1949 1950

Source: Bureau of the Census, Historical Statistics of the United States: Colonial
Times to 1970 (Washington: U.S. Government Printing Office, 1975), p. 133.

“The marriage penalty
significantly discourages
work effort among married
women.”
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● Between 1947 and 1950 the labor force participation rate for mar-
ried women shot up, raising their share of the female labor force
from 46.2 percent to 52.1 percent.

● Those with a husband present, who were most likely to be affected
by income splitting, increased their labor force participation most,
increasing their share of the female labor force from 40.9 percent
to 48 percent.

● By contrast, the labor force participation of single, widowed or di-
vorced women, who gained nothing from income splitting, stayed
flat or declined.

The labor force participation rate for men was also unchanged over this pe-
riod.

A study of the 1981 tax act, which reduced the marriage penalty by in-
stituting a secondary-earner deduction, shows that married women’s work ex-
panded by almost enough to pay for the deduction’s revenue loss.22  Analysis
of the Tax Reform Act of 1986, which lowered the top marginal tax rate from
50 percent to 28 percent, shows that married women responded more strongly
than men to the increased work incentive.23  Another study estimated that:24

● If the marriage penalties remaining after the Tax Reform Act were
eliminated, the average married woman would work 46 more hours
per year.

● High-income and low-income women would respond even more
strongly, increasing their work hours by 100 hours per year.

The latest estimates by economists Martin Feldstein and Daniel
Feenberg suggest that the labor supply response of married women to reduc-
tion of the marriage penalty today could be quite large.  Sharply cutting the
tax rate on secondary workers could lead to an increase in earnings by such
workers of as much as $66 billion per year.25

Marriage or Divorce.  In addition to effects on labor supply, the mar-
riage penalty also impacts the marriage/divorce decision.  There is certainly
no question that over time the number of couples living together without mar-
riage has sharply increased.

● The Census Bureau reports that 523,000 adults of the opposite sex
were living together in 1970.

● By 1996, this figure had risen to 3,958,000.

In 1970 just 0.5 percent of the couples in the United States were un-
married.  By 1996 this percentage had risen to 7.2 percent.  At least some of
this is undoubtedly due to tax considerations.

Several studies have looked at this question.  They find that the mar-
riage penalty has a small but significant impact on couples’ decision to marry.

“Sharply cutting the tax rate
on secondary workers could
lead to an increase of as
much as $66 billion per year
in their earnings.”
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When the marriage penalty rises, aggregate marriage rates fall.  The impact on
the timing of marriage is even greater, with couples often marrying late in the
year to minimize their marriage penalty.26  Finally, there is some evidence that
taxes encourage divorce, especially on the part of women who are affected
most by the marriage penalty.27

How Should Married Couples Be Taxed?
As noted earlier, from 1913 to 1948 Congress adopted an approach to

taxation that did not differentiate between married and unmarried persons.
There was only one tax schedule, and everyone paid the same rates.  A single
person and a married couple with the same income paid the same tax.  Con-
gress did not willingly adopt income splitting in 1948.  It was forced to do so
out of necessity resulting from the consequences of a Supreme Court case.
Nevertheless, the effect was to replace the individual with the family as the
fundamental unit for taxation.

It has long been known that a tax system cannot simultaneously do
three things: (1) have progressive tax rates, (2) treat couples with the same in-
come equally and (3) have a neutral effect on marriage.28  If the first goal is
taken as given, one must choose between the second and third.  In 1948 Con-
gress chose the first and second and abandoned the third.

Progressivity.  In recent years a number of tax theorists have ques-
tioned that congressional decision.  Progressivity is no longer assumed to be a
primary criterion of our tax system.  Increasingly, tax theorists question
whether it is fair to penalize those with higher incomes, while economists pro-
duce more and more data on the economic cost of progressivity.  At the same
time, others question family-based taxation.  They argue that a system of indi-
vidual filing would be fairer, simpler and more efficient.

The notion of progressivity has been under attack for many years.  Tax
experts have long known that exemptions, deductions and exclusions in the
Tax Code can easily erode the nominal progressivity of the rate structure.
They have also known that progressivity breeds complexity and evasion and
imposes a large deadweight cost on the economy.  But the idea that “fairness”
demanded higher tax rates on those with upper incomes was too widespread to
challenge.29

By the 1980s, opinion had shifted enough to permit serious support for
a flat tax with a single rate for all taxpayers, regardless of income.  So popular
was the idea that in 1986 Congress moved toward a flat tax by creating a two-
rate system, with a top rate of just 28 percent.  Eventually, even academic tax
theorists began to come around to the idea.  Now criticism of progressivity ap-
pears in leading law journals, where earlier it would have been unthinkable.30

“A system of individual filing
would be fairer, simpler and
more efficient.”
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At the same time, economists have increasingly come to see the cost of
progressivity as extremely high.  One study put it this way:31

Even a mild degree of progressivity in the income tax system
(as measured by the steepness of the marginal rate schedule)
imposes a very large efficiency cost.  For example, in compari-
son with an equal revenue proportional income tax, a progres-
sive income tax with average tax rates varying over the life
cycle between .23 and .32 and marginal rates ranging from .23
to .43 imposes an efficiency cost greater than 6 percent of full
lifetime resources.

Since that study appeared, many others have reached similar conclu-
sions about the overall welfare cost of progressivity in the U.S. tax system.32

As a result, a recent president of the American Economic Association stated,
“Today, it is fair to say that many, if not most, economists favor the expendi-
ture tax or flat rate income tax.  This group has joined the opponents of pro-
gressive taxation in the attack on the income tax.”33

Tax Unit.  Just as progressivity increasingly has become questioned,
many tax theorists have begun questioning whether the family should be the
fundamental unit of taxation.  They suggest that the individual is the more ap-
propriate unit of taxation.  Such a move would eliminate not only the marriage
penalty but also the marriage bonus.  The bonus may be inappropriate because
there is no particular reason why married couples should receive special treat-
ment from the Tax Code.  To aid children, tax deductions or credits could tar-
get children rather than families.34

Individual taxation may also be better suited to changing societal mo-
res.  In 1948 relatively few women worked, few headed households and most
couples had a single earner.  Now women work in almost the same percent-
ages as men, female-headed households are common and families represent a
decreasing share of households.  Indeed, growth of the marriage penalty is as
much due to demographic changes as to changes in the tax law.35  According
to the Census Bureau, nonfamily households have risen from 18.8 percent of
all households in 1970 to 30.1 percent in 1996.36  It is also worth noting that
most major industrialized countries use the individual as the basic unit of taxa-
tion.37

Conclusion
It is not necessary to completely abandon the family as the basic unit

of taxation in order to eliminate the marriage penalty.  It would only require
allowing couples the choice of filing as singles or jointly.  This would pre-
serve marriage bonuses for single-earner couples but eliminate the marriage
penalty for two-earner couples.  However, Congress would also have to pass

“There is no particular
reason why married couples
should receive special
treatment from the Tax
Code.”
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rules about dividing joint income, such as interest and dividends, and allocat-
ing itemized deductions, such as for mortgage interest and dependents.38

The major objections to the choice approach are complexity, cost and
abandonment of the principle that couples with the same income should pay
similar taxes.  It would be complex because many couples would, in effect,
have to do their taxes twice: first jointly and then as singles to see which way
they would come out ahead.  Also, whatever rules are adopted for allocating
joint income and deductions are bound to be complicated.

Allowing couples to choose their filing status also would be costly.
According to the CBO, doing so would have reduced federal revenues by $29
billion in 1996.39  It would also lead to situations in which certain couples
would pay less total taxes than others with the same income.  This could create
pressure in future years for further tax measures to redress this perceived im-
balance.

Congress certainly needs to be wary about adding additional complex-
ity to an already overly complicated Tax Code.  However, in recent years Con-
gress has enacted a number of very complicated provisions to the tax law in-
volving phase-outs for various tax benefits that also have the effect of worsen-
ing the marriage penalty for some couples.  For example, the child tax credit is
phased out for couples with incomes over $110,000 and for singles with in-
comes over $75,000.  This means that a couple making $75,000 each would
qualify for the full $500 per child credit if they divorce but receive nothing if
married.40

Almost any solution to the marriage penalty is likely to increase com-
plexity and raise questions about cost and fairness.41  Short of going all the
way to an individual filing system, other options for redressing the marriage
penalty include restoration of the second-earner deduction, such as that in-
cluded in the 1981 tax bill, widening tax brackets and modifying provisions
such as the EITC that create marriage penalties.42  Given the cost of full elimi-
nation of the marriage penalty and budgetary realities, in the end Congress will
probably be forced to choose among these more limited options if it decides to
address the issue at all.

A better solution to further tinkering with the Tax Code would be a flat
tax or national retail sales tax.  By eliminating progressivity, they get at the
root cause of the marriage penalty.43  Although there are many other argu-
ments for a flat tax, this one may prove most persuasive to two-earner couples.

Bruce Bartlett
Senior Fellow

NOTE: Nothing written here should be construed as necessarily reflecting the
views of the National Center for Policy Analysis or as an attempt to aid or
hinder the passage of any bill before Congress.

“A flat tax or national retail
sales tax would be a better
solution than more tinkering
with the Tax Code.”
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