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According to the US Census Bureau in 2007 there were approximately 112,400,000 
households in America. Approximately fi fty percent or 55,900,000 of those 
households were occupied by married couples. Approximately 62% of married 
families have both spouses in the workforce. Any tax policies that affect such a 
large percentage of the nation’s households are important public policy concerns. 
Marriage has a signifi cant effect on taxation. A couple may experience a marriage 
penalty or benefi t depending upon their earnings, credits and deductions. For the 
purposes of this article the marriage penalty or benefi t is defi ned as the difference 
in federal tax liability between what a married couple would pay and what two 
single persons would pay (Beach & Herderman). In this paper we present a 
conceptual model and detailed list of the tax code items that result in marriage 
penalty or benefi t. We then discuss the implications of tax policies that reward 
some marriages while penalizing others.

Keywords: tax policy, taxation, marriage penalty.

INTRODUCTION

It has been widely reported that President Bush’s tax cut was an attempt 
to remove the marriage penalty from the US tax code. The idea that 
two people should have to pay more in taxes only because they have 
decided to marry seems grossly unfair and it should be removed. This 
certainly seemed a laudable goal since the Congressional Budget Offi ce 
estimates that 43 percent of all married couples are affected by the mar-
riage penalty (Hederman, 2000). However, a quick review of the 2010 
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tax code shows that the marriage penalty is alive and well. It is embed-
ded throughout the code and affects high, middle and low income cou-
ples (McCaffery, 2003). We will look at the different items in the code 
that create marriage penalties and bonuses. We will also offer a concep-
tual model and a detailed list of tax items that effect the economics of 
marriage.

LITERATURE REVIEW AND CONTRIBUTION

Literature Review
The Nobel Laureate Gary Becker (1973) published a theory of mar-
riage where he asserted two basic assumptions. First, each individual 
tries to do as well as possible by pursuing rational self interest. Sec-
ond, the “marriage market” is in equilibrium in the sense that most 
individuals could not change mates and become better off on average. 
Becker then posits a number of signifi cant implications about behav-
ior in the marriage market. For instance, the gain to an individual from 
marriage compared to remaining single is positively associated with 
variables such as his or her income, human capital, and wage rate dif-
ferential. Accordingly, the theory implies that men differing in physi-
cal capital, education, intelligence, height and other traits will tend 
to marry women with similar values of these traits. The motivation 
to marry is determined by the marginal productivities gained by each 
individual in the marriage contract. When both mates make gains in 
their well-being measured by the consumption of household-produced 
commodities the marriage is to their advantage. Hence, couples marry 
because the marriage contract creates a win-win transaction where 
both parties are better off after the transaction then they were before 
the transaction.

Potential mates do not start out with complete information about all 
potential mates (Becker, 1974). Therefore, the search for information is 
accomplished through dating, coeducational schools, “trial” marriages, 
and other social-economic interactions. This search is put in a life-cycle 
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context that includes events such as marriage, having children, sometimes 
divorce, remarriage, and so forth (Becker, 1974). 

If one accepts the theory that marriage is a contract where the par-
ties to the contract seek to maximize their productivity, then any affects 
from taxation on the contract will create incentives and disincentive to 
marriage. Marriage creates the formation of families and environments 
that are positively associated with the raising of productive, healthy 
and educated children (Fagan, Rector, Johnson & Peterson, 2002). For 
example, numerous studies have shown that children whose parents 
are married are signifi cantly less likely to use drugs, have emotional 
problems, drop out of school, or get into trouble with the law. In addi-
tion, researchers consistently fi nd that married adults tend to be happier, 
healthier and more prosperous than their unmarried peers (Brownback 
& Blankenhorn, 2008).

The positive effects of marriage for society are well documented 
(Fagan et al., 2002). Table 1 displays a comparison of various types of 
family units and the social-economic living conditions for the children 
living in those families.

Table 1 clearly displays that children are much better off when they 
are raised by their married biological parents. We do not intend to sug-
gest that single individuals or married individuals without children 
make no contribution to society. Of course different types of people 
make various types of contributions. We are saying that married cou-
ples should not be singled out and economically penalized by the tax 
system. Furthermore, since the positive effects of marriage for society 
and children are well documented (Fagan et al., 2002), any disincen-
tive to marriage created by the tax code will not serve to maximize a 
nation’s prosperity.

Contribution to the Literature
We contribute to the literature in several ways. First, we know of no 
source indicating that individuals consider US tax issues as part of their 
decision to get married. This type of study is conspicuously absent from 
the literature. Given this defi ciency, we decided to provide fertile ground 
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for future research by constructing a conceptual model. The manuscript 
is a thought piece that proposes a conceptual model to motivate future 
research into the effects of taxes on marriage. We collected no data and 
are making no attempt at an empirical study, but we are laying the ground 
work for future empirical studies.

Second, we make connections between Becker’s marriage model, tax 
policy, and the positive association between families and healthy chil-
dren. Since couples marry because the marriage contract creates a win-
win transaction, where both parties are better off after the transaction then 
they were before the transaction, a penalty assessed on the transaction 
lowers the potential advantages. This may reduce the incentive to get 
married, increase the incentive to divorce and/or reduce the incentive for 
both individuals to work since the marginal tax rate on the second income 
may be high. In any event, the tax code is interfering with marriage. Since 
the family makes positive contributions to raising children, the marriage 
penalty may be counterproductive.

Third, we list and model how the government interferes with the mar-
riage contract by creating economic incentives and disincentives through 
the tax code. We not only draw a high level conceptual model but we specif-
ically itemize all major elements of the tax code that effect marriage. Then 
we estimate the dollar impact of those items on marriage. We know of no 
other paper that itemizes the components of the marriage penalty in such a 
detailed way.

Forth, we make policy recommendations to representatives to get the 
government out of the marriage business to reduce any ineffi ciency they 
created through the tax code. We offer various policy changes that con-
gress could consider. 

In the fi nal section of the paper, we suggest areas for future research 
to advance our knowledge of issues related to marriage and tax poli-
cies. We lay out a research agenda so future investigators can pursue 
the study of how tax policy effects the marriage contract. We believe 
that future empirical studies should test formal hypotheses. We list 
examples of the hypotheses that could be tested after the appropriate 
data is collected.
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MARRIAGE PENALTY TAX ISSUES

In this section we specifi cally itemize all major elements of the tax code that 
create a marriage penalty. We also cite the IRS code sections for each item.

Tax Rate Schedules
Tax rate schedules, included in IRS code §1 are the fi rst item that includes 
a marriage penalty. For taxpayers in the lower rates (10% and 15% tax 
brackets), no marriage penalty exists, as the tax bracket amounts for 
married fi ling jointly are exactly double the single amounts. However, 
the marriage penalty associated with the tax rates begins with a married 
couple who have $137,302 in combined taxable income equally earned 
by each spouse. The marriage penalty is only 6 cents; however consider 
a married couple a little further into the 28% tax bracket for married fi l-
ing jointly.  A married couple with $160,000 of taxable income, earned 
equally by each spouse, faces a $681 marriage penalty from tax rates 
alone (CCH Tax Law Editors, 2009).

Tax rate schedules can lead to a marriage bonus. A marriage bonus occurs 
when a married couple pays less in tax than they would if they were single 
(Sandorfy, 2001). This generally occurs when the spouses have a great dif-
ference in their income. The higher income spouse is allowed to average his 
income with the lower income from his spouse and therefore, receive the 
benefi t of the lower tax bracket. Consider a CEO who has taxable income 
of $200,000 per year, whose spouse earns only $5,000 in taxable income 
per year. If the CEO were single he would be in the 33% tax bracket. Mar-
ried to his spouse, their joint taxable income is in the 28% bracket. In 2010, 
the married the couple pays $45,643.50 in federal taxes. If they were single 
the two would pay $51,616.75. This results in a $5,973.25 marriage bonus. 
Just think of how big the diamond engagement ring can be!

Adjusted Gross Income (AGI) Limitations 
on Certain Itemized Deductions
Although we have seen a marriage bonus in the last example with 
married couples earning unequal amounts of taxable income; there is 
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also a marriage penalty that occurs for unequal amounts of income if 
a couple utilizes itemized deductions and those deductions are subject 
to AGI fl oors. For instance, in IRS code §213(a), medical expenses are 
subject to a 7.5% of AGI fl oor for regular tax purposes and 10% for 
Alternative Minimum Tax (AMT) taxpayers (per IRS code §56(b)(1)
(B)). Casualty and theft losses are subject to a 10% of AGI fl oor per 
IRS code §165(c), and job expenses and certain miscellaneous deduc-
tions are subject to a 2% of AGI fl oor, as defi ned by IRS code §67(a) 
(Willis, Hoffman, Maloney & Raabe, 2011). Let’s suppose a husband, 
who has AGI of $100,000 is married to a woman whose AGI is only 
$20,000 and she has unreimbursed job expenses of $3,000. If she were 
single, her deduction related to unreimbursed job expenses would be 
$2,600 ($3,000 – ($20,000*2%)). Married to her husband she would 
only be allowed a deduction of $600 ($3,000 – ($120,000*2%)). This 
assumes in both cases that there are other itemized deductions that 
would cause the taxpayers to itemize and not take the standard deduc-
tion. Married couples in this situation may want to consider fi ling sep-
arately, but need to carefully consider the other tax consequences of 
fi ling separately.

For high income taxpayers, there was a limitation of certain item-
ized deductions included in IRS code §68 (Willis, Hoffman, Maloney & 
Raabe, 2010). The limitation reduces itemized deductions by the lesser 
of 3% of the amount of AGI that exceeds a threshold amount or 80% of 
the deductions subject to the limitation. The items subject to the limita-
tion are: taxes, interest, charitable contributions and expenses subject to 
the 2% of AGI fl oor. The threshold amount is $166,800 whether you are 
single or married fi ling jointly. Since the threshold amount is the same 
for both fi ling statuses, there is a marriage penalty. The good news is that 
this limitation is in the process of being phased out. For the 2009 tax year 
only one-third of the limitation applies to tax returns. In 2010, this limita-
tion is completely eliminated. However, it is part of the sunset provisions 
of the Bush tax cuts and will come back at its full amount in 2011, unless 
congress acts to adjust the sunset provisions. As of this writing, the debate 
is still on, as to whether they will let the Bush tax cuts expire.
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Additional Standard Deductions and Credits 
for the Elderly or Disabled
The additional standard deduction included in IRS code §63(c)(1) is 
available for taxpayers who are over 65 or are blind. If you are blind 
and over 65 you are entitled to two additional standard deductions. This 
amount is in addition to the basic standard deduction amount and helps 
taxpayers who do not itemize their deductions. For single taxpayers, 
the amount is $1,400. However, if you have stayed married in wedded 
bliss for 40 years, the government reduces this amount to $1,100 (Willis, 
Hoffman, Maloney & Raabe, 2011). This $300 reduction can result in a 
marriage penalty of $30 to $105 for each additional deduction allowed 
due to age or blindness.

A credit is provided in IRS code §22 for elderly and disabled tax-
payers that is equal to 15 percent of an initial amount and reduced by 
certain income. This initial amount is $5,000 for a single individual 
and $7,500 for a married couple who are both either elderly or disabled 
(Willis, Hoffman, Maloney & Raabe, 2011). This results in a maximum 
marriage penalty of $375.

Personal Exemption, Dependency Exemption 
and Child Tax Credit Phase-outs
For “high-income” earners, personal and dependency exemptions under 
the regular tax calculation were phased-out in 2009 in IRS code §151(d)
(3). No personal and dependency exemptions are allowed for Alterna-
tive Minimum Tax (AMT) purposes, as delineated in IRS code §56(b)
(1)(E). The phase-out began for single taxpayers when the taxpayer’s 
AGI exceeds $166,800. This phase-out could only result in a maximum 
reduction of $1,217 per exemption. For married taxpayers, this phase-
out begins when AGI exceeds $250,200 (Willis, Hoffman, Maloney & 
Raabe, 2011). Therefore, married taxpayers who earned equal amounts 
of AGI of $125,102, would begin to lose their personal and dependency 
exemptions, due to the fact that they were married, but would not be 
close to losing them if they were single. In 2010, these phase-outs were 
removed.
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The child tax credit, included in IRS code §24, was part of the Bush tax 
cut that was meant to give tax relief to families with children. This provi-
sion allows a $1,000 tax credit per child (Willis, Hoffman, Maloney & 
Raabe, 2011).  However, this was not given to all families with children. 
Only certain families who do not earn over certain amounts of income 
are allowed to take this credit. This credit is limited for higher income 
taxpayers. Perhaps the most ironic part of the legislation that created this 
credit is that Congress built a marriage penalty into the phase-out of the 
child tax credit, at the same time as the Congress was trying to reduce or 
eliminate the marriage penalty. The phase-out begins for single taxpayers 
when their AGI arrives at $75,000. For no marriage penalty to exist, the 
phase-out should begin for married taxpayers when their AGI exceeds 
$150,000, but Congress set the phase-out for married taxpayers to begin 
when their AGI reaches $110,000. For every $1,000 that exceeds the 
threshold amount, $50 is taken from the child tax credit (Willis, Hoffman, 
Maloney & Raabe, 2011). This means that the marriage penalty could be 
as much as $2,000, assuming the couple has at least two children.

Roth Individual Retirement Accounts (IRA) Phase-outs
The Roth IRA is a popular retirement vehicle (IRS code §408A), whereby 
taxpayers put after-tax dollars into an IRA and the account is allowed 
to grow tax-free. All distributions from Roth IRAs are tax-free. How-
ever for high-income taxpayers, these are not allowed. Contributions to 
Roth IRAs have a phase-out range that includes a marriage penalty. For 
married fi ling jointly taxpayers, the phase-out range is from $167,000 
to $177,000. For single taxpayers, the phase-out range is $105,000 to 
$120,000 (Willis, Hoffman, Maloney & Raabe, 2011).

Tax Issues Related to Real Estate
The fi rst-time homebuyer credit was enacted during 2008 in IRS code 
§§36(a) and (h) and was designed to help the slumping housing market due 
to the fi nancial crisis that struck the United States. As originally enacted 
the maximum $7,500 credit is allowed for the fi rst time purchase of a home 
regardless of whether the purchaser is single or married. This credit is not 
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a true credit, in that it has to be repaid over 15 years, beginning two years 
after the home is purchased or the credit is taken. Therefore, this credit is 
really just an interest free loan from the federal government. For homes 
purchased after December 31, 2008 the credit was increased to $8,000. 
This credit was further expanded for homes purchased after November 6, 
2009 to include taxpayers who had previously owned a home. For this new 
group of eligible taxpayers the maximum credit is $6,500. An $800,000 
cap on the cost of the new home also applies after this date. Currently the 
fi rst-time homebuyer credit may apply to purchases made by April 30, 
2010 (Willis, Hoffman, Maloney & Raabe, 2010).

The marriage penalty associated with the credit occurs with the phase-
out range. The beginning of the phase out range does not include a penalty, 
as the phase out starts at AGI of $75,000 for single and $150,000 for mar-
ried fi ling jointly. The credit is completely phased out for married fi ling 
jointly at AGI of $170,000 and $95,000 for single. Effective for purchases 
beginning November 7, 2009 the phase-out limitations increase and begin at 
$125,000 and $225,000, completely phasing out at $145,000 and $245,000 
for single and married fi ling joint taxpayers, respectively (Willis, Hoffman, 
Maloney & Raabe, 2010). For there to be no marriage penalty in these 
rules, the phase-out should be $190,000 (AGI limit for homes purchased 
prior to November 7, 2009) and $290,000 (AGI limit for homes purchased 
beginning November 7, 2009) for married fi ling joint taxpayers.

Qualifi ed mortgage interest expense is fully deductible under IRS code 
§163 on acquisition indebtedness for your primary residence and your 
second home, provided your acquisition indebtedness is under or equal to 
$1 million dollars. As defi ned by IRS code § 163(h)(3)(B) acquisition 
indebtedness includes any indebtedness that is incurred in acquiring, con-
structing, or substantially improving any qualifi ed residence and is secured 
by such residence (Willis, Hoffman, Maloney & Raabe, 2011).  This $1 
million dollar limitation is placed on married fi ling jointly taxpayers as 
well as single taxpayers and therefore includes a marriage penalty for tax-
payers who have a large amount of acquisition indebtedness. Although 
this $1,000,000 limitation may only affect a minority of taxpayers of more 
concern is the $100,000 limitation on home equity indebtedness. Interest 
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on home equity loans is deductible for the regular tax (more specifi c limi-
tations are applied to AMT taxpayers) on the amount of indebtedness that 
does not exceed $100,000 (Willis, Hoffman, Maloney & Raabe, 2011). 
This $100,000 is applied to single taxpayers and married fi ling jointly tax-
payers and therefore includes a marriage penalty. Depending on the mar-
ginal tax rate the couple is in, this could be a sizable marriage penalty.

Alternative Minimum Tax (AMT) Exemption Amounts 
and Phase-Outs
The AMT (included in IRS code §§ 55-59) was enacted in 1969 to make 
155 taxpayers, whose taxable income exceeded $200,000, pay taxes. 
They were able to avoid paying federal taxes due to legal deductions 
and credits. It was considered a tax on the wealthy. It is now projected 
that for tax years 2006 to 2009 the AMT affects 4 to 5 million taxpay-
ers, whom might be surprised they are considered “wealthy” by the IRS 
(Willis, Hoffman, Maloney & Raabe, 2011). Since the Internal Revenue 
Code includes marriage penalties for regular tax purposes, Congress 
apparently decided to carry those over to the AMT calculations.

Although the AMT disallows personal and dependency exemptions, 
there is a sizable exemption amount (included in IRS code §55(d)) that 
is applied to determine the AMT taxable income. The exemption amount 
itself includes a marriage penalty. The AMT exemption amount for 2010 
is $70,950 for married fi ling jointly taxpayers, while it is $46,700 for sin-
gle taxpayers (Willis, Hoffman, Maloney & Raabe, 2011). This equates to 
a whopping $5,837 marriage penalty for those taxpayers in the 26% AMT 
marginal tax bracket. The exemption amounts are scheduled to decrease 
in the future, but usually congress acts each year to maintain or slightly 
increase the exemption amount.

In addition to the marriage penalty for the exemption amounts, there is 
a marriage penalty built into the phase out ranges (in IRS code §55(d)) if 
your AMT taxable income becomes too high. For married fi ling jointly, 
the phase out range for the AMT exemption begins at $150,000 and ends 
at $433,800. For single taxpayers that range is from $112,500 to $299,300 
(Willis, Hoffman, Maloney & Raabe, 2011).
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Earned Income Credit (EIC) Phase-Out
The marriage penalty is not just aimed at “wealthy” taxpayers. They have 
also targeted some of the lowest income earners in the country with this 
penalty. The earned income credit in IRS code §32 is designed to reduce 
some of the regressive taxes that are built into our system, such as gaso-
line and social security taxes. The earned income credit phase outs are 
tied to the number of children taxpayers have. See Table 2 for a com-
parison of the phase out ranges for 2009 and 2010 included in IRS code 
§32(a)(2)(B) regarding married and single taxpayers.

Consider two single adults with no children, each earn $7,000. 
If they remain single, they will avoid the phase out range. If they marry, 
they will end up in the phase-out range and lose part of their EIC. If 
they stay single, each will have an EIC of $457, a total between the two 
of them of $914. If they marry, and have joint earnings of $14,000, their 
EIC will only be $338 and the couple incurs a marriage penalty of $576 
or approximately 4% of the AGI, a pretty hefty penalty for $14,000 in 
income.

Capital Loss Limitation
Capital losses are deductible against capital gains. If capital losses exceed 
capital gains, the amount of capital losses that can be used to offset ordi-

TABLE 2. 2009 and 2010 Earned Income Credit Phase-out Ranges for Married 
and Single Taxpayers (IRS code §32(a)(2)(B))*.

Single Begins Single Ends Married Filing 
Jointly Begins

Married Filing 
Jointly Ends

$7,470 $13,440 $12,470 $18,440

$16,420 $35,463 $21,420 $40,563

$16,420 $40,295 $21,420 $44,295

$16,420 $43,279 $21,420 $48,279

*(Willis, Hoffman, Maloney & Raabe, 2011).
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nary income is limited to $3,000 by IRS code §1211(b) regardless of 
whether the taxpayer is single or married fi ling jointly (Willis, Hoffman, 
Maloney & Raabe, 2011). This will result in a marriage penalty ranging 
from $300 to $1,050, depending on the married couples marginal tax rate. 
For a look at certain marriage penalty items in different income catego-
ries, refer to Table 4.

MARRIAGE BONUS ITEMS

In this section we specifi cally itemize all major elements of the tax code 
that create a marriage bonus. We also cite the IRS code sections for each 
item.

Tax Rate Schedules
As discussed above, a marriage bonus, in addition to a marriage penalty 
can occur in the tax rate schedules, which are included in IRS code §1. 
A marriage bonus generally occurs when the spouses have a great differ-
ence in their income. The higher income spouse is allowed to average his 
income with the lower income spouse and therefore receive the benefi t of 
a lower tax bracket.

Per Event Floor for Casualty Losses
Casualty losses were subject to a $500 per event fl oor and a 10% of 
AGI fl oor, by IRS code §165(c)(3) in 2009 (Willis, Hoffman, Maloney 
& Raabe, 2010). In 2010, the fl oor returned to the 2008 amount of 
$100 (Willis, Hoffman, Maloney & Raabe, 2011). The $100 per event 
fl oor can result in a marriage bonus. If a married couple suffers a loss 
they will immediately reduce the loss by $100. If two single people are 
living together suffer a loss, they will have to each reduce the losses by 
$100. Resulting in a reduction of the loss of $200 instead of $100! So, 
if you are a guy, living with a girl and your apartment fl oods, maybe 
you should think about heading off to the jewelry store and the Justice 
of the Peace before year end, so you can fi le a joint return.



131A Model of Marriage and Taxes

MARRIAGE NEUTRAL ITEMS

In this section we specifi cally itemize all major elements of the tax code 
that are marriage neutral. We also cite the IRS code sections for each 
item.

Investment Related Issues
Single initial purchasers of small business stock may deduct up to 
$50,000 against ordinary income, if the stock becomes worthless (IRS 
code §1244). This deduction amount is doubled for married fi ling jointly 
taxpayers, to $100,000 (Willis, Hoffman, Maloney & Raabe, 2011).

The deductible IRA contribution amounts (included in §§219(b)(1) 
and (c)(2)) are $5,000 for a single taxpayer and $10,000 for married fi l-
ing jointly taxpayers, where each spouse is allowed $5,000. The catch up 
provision of an addition $1,000 is also a marriage neutral item (Willis, 
Hoffman, Maloney & Raabe, 2011).

Education Related Issues
The phase-out ranges included in IRS code §221 for student loan inter-
est deductions are exactly double the single amounts for married fi ling 
jointly taxpayers. The phase-out range is $60,000 to $75,000 for single 
taxpayers and $120,000 to $150,000 for married taxpayers (Willis, Hoff-
man, Maloney & Raabe, 2011).

The American Opportunity and the Lifetime Learning credits, estab-
lished in IRS code §25A, were enacted to assist low to middle income 
individuals with college costs. The American Opportunity credit is gener-
ally used for undergraduate education and the Lifetime Learning credit is 
generally used for graduate education. The phase-out ranges although dif-
ferent for the two credits, do not result in a marriage penalty. The phase-
out ranges for the American Opportunity credit are $80,000 to $90,000 
for single taxpayers and $160,000 to $180,000 for married fi ling joint 
credits. The phase-out ranges for the Lifetime Learning credit are $50,000 
to $60,000 for single taxpayers and $100,000 to $120,000 for married 
 fi ling jointly taxpayers (Willis, Hoffman, Maloney & Raabe, 2011).



132 THE BRC JOURNAL OF ADVANCES IN BUSINESS

Making Work Pay Credit
The making work pay credit, established in IRS code §36A, is marriage 
neutral. This credit was enacted to stimulate the economy. Many taxpayers 
receive the credit in the form of reduced withholdings in each individual 
paycheck. The credit is $400 and $800 for single and married fi ling jointly 
taxpayers, respectively. The phase-out ranges for this credit is $75,000 to 
$95,000 for single taxpayers and $150,000 to $190,000 for married fi ling 
jointly taxpayers (Willis, Hoffman, Maloney & Raabe, 2011). 

Gain on Sale of a Principal Residence Exclusion
Taxpayers are allowed to exclude the gain on the sale of their princi-
pal residences from their gross incomes, subject to certain limitations. 
For single taxpayers, the excluded gain allowed is $250,000; for married 
fi ling jointly taxpayers, the excluded gain is $500,000, under IRS code 
§121(b), (Willis, Hoffman, Maloney & Raabe, 2011).

CONCEPTUAL MODEL OF MARRIAGE AND TAXES

Now that we have discussed a number of marriage penalty, marriage 
bonus and marriage neutral issues, we can construct a conceptual model 
of the items. We used a gear-depiction in Figure 1 to display the issues in 
our conceptual model of marriage and taxes.

Tax laws are complex and many individuals are confused by the IRS 
code. The gear depiction is a visual way of conceptually understanding the 
tax code categories that affect marriage: negative, positive and neutral items. 
A gear-model was chosen for the conceptual model, as a marriage could 
have marriage bonus, marriage neutral and marriage penalty items included 
in its return. The gears are also different sizes to show the larger and smaller 
categories. The largest gear was selected for marriage penalty items, as by 
far the number of items leading to a marriage penalty are the greatest. The 
gear model has been augmented by Table 3 which shows the tax items by 
category and Table 4 which shows the potential degree in which marriage 
is affected by the items in each of the three categories. Below, the specifi c 
items related to marriage and taxes are summarized in Table 3.
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CONCLUSION, LIMITATIONS AND FUTURE RESEARCH

Conclusion
The number of marriage penalties included in our tax code is numerous. 
The marriage penalty affects all income levels of marriages, including 
the poor, middle income and upper income couples. See Table 4 which 
shows the potential degree in which marriage is affected by penalty in 
four income categories. The upper income marriage penalty is signifi cant 
given the number of marriage penalties that are targeted at higher income 
taxpayers. President Bush campaigned on eliminating the marriage pen-
alty. Although there was some marriage penalty relief in the Bush tax 
cuts, many marriage penalties were left in the code. 

What will the future bring? Let’s take a look at the recent healthcare 
legislation that was recently enacted to overhaul the healthcare system 
within the United States. In 2013, the Patient Protection and Affordable 
Care Act will result in an additional 0.9 percent Medicare tax on individu-
als making in excess of $200,000. For married fi ling jointly  taxpayers, the 

FIGURE 1. Conceptual Model of Marriage and Taxes.
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TABLE 3. A Summary of Items Affecting Marriage and Taxes.

Bonus Items Neutral Items Penalty Items

Tax rate schedules 
– uneven income 
between spouses

Section 1244 stock 
losses

Tax rate schedules – higher 
income, even income 
between spouses

$500 per event fl oor 
casualty losses

IRA contribution 
amounts

Percent AGI limitation on 
certain itemized deduction

Student loan interest 
deduction phase-out 
amounts

Overall limitation on itemized 
deductions

Educational credit 
phase-out amounts Additional standard deduction

Making work pay credit Personal and dependency 
exemption phase-out

Gain on sale of a 
principal residence Child tax credit phase-out

First-time homebuyer credit

Acquisition and home equity 
indebtedness limitation

Alternative Minimum Tax 
(AMT) exemption amounts 
and phase-out ranges

Earned Income Credit (EIC) 
phase-out

Capital loss limitation

Credit for the elderly or 
permanently and totally 
disabled

Roth IRA phase-out ranges

0.9 percent tax will be on any earnings above $250,000. This results in 
another marriage penalty of $1,350. The assault on marriage continues!

Becker (1973) posits that marriage decisions are made in a marginal-
cost and marginal-benefi t framework. Therefore, you get less of what you 
tax (marginal-cost) and more of what you subsidize (marginal-benefi t). 
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Penalizing marriage in favor of social welfare programs may be an inef-
fi cient use of society’s resources. This could be resulting in an unintended 
consequence, government policies maybe incentivizing poverty, rather 
than fi ghting a war against it.

The marriage penalty creates a disincentive to get or stay married, yet 
marriage contributes much to a civil society. Under the theory that you 
get a reduction of what you penalize (marriage and families) and more of 
what you subsidize (single parent households), why does the US govern-
ment tax marriage? The marriage penalty is destructive to creating a civili-
zation that produces independent, educated, law-abiding, and responsible 
citizens. This is a public policy issue that should not be ignored since it 
puts the future of our nation at risk. The marriage penalty puts fi nancial 
pressure on the basic family units that are the building blocks of a stable 
society. Once again, we are not proposing that married couples are being 
purposefully targeted by congress for economic penalties. What we are 
asserting is that the marriage penalty is the unintended consequence of a 
progressive tax system (Bartlett, 1998).

In closing, our recommendation is that the government should cre-
ate policies that are marriage neutral. Implementing a fl at tax where 
deductions and credits are eliminated and the tax rate is equal at all 
income levels would be the best way to eliminate the marriage penalty 
(Mitchell, 2000). However, political circumstances and the current leg-
islative agenda imply that fundamental tax reform is not likely in the 
near future. If the government wants to engage in social engineering, 
it should support marriage at lower income levels. In any case, there 
should not be a marriage penalty at any level of income since the dam-
age to society will surely outweigh the benefi ts of the additional tax 
revenue.

Limitations of this Study
No research is perfect. Accordingly, this study has its limitations. The 
marriage and taxes picture could be more complete if we knew the socio-
economic breakdown of what number of couples and what category of 
taxpayers benefi t more or less from the tax code. For example, it would 
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be interesting to know what percent of tax return fi lers pay a marriage 
penalty versus the percent that benefi t from a marriage bonus.

A conceptual analysis is a good starting point but the model needs to be 
rigorously tested. More specifi cally, to improve this study one could add 
empirical analysis. Accordingly, various statistical tests such as regres-
sion models or hypothesis testing could be performed. Some of these 
tests are discussed in the next section.

Future Research
This study motivates the further investigation of marriage and taxes. 
Conspicuously absent from the literature are a range of empirical analy-
ses. One path of research could pursue an exploratory empirical analysis 
of the issues related to marriage and taxes. One could investigate if there 
is a statistically signifi cant relationship between various tax policies and 
social phenomenon such as divorce.  Accordingly, correlation and regres-
sion analysis could bear fruit and yield a greater understanding of the 
subject. 

Once the exploratory investigation is completed, one could narrow the 
focus and test a variety of hypotheses. For example, one could test the 
following hypotheses:

• There is an inverse and signifi cant association between the degree 
of marriage penalty in the tax code and the marriage rate.

• There is a positive and signifi cant association between the degree 
of marriage penalty in the tax code and the divorce rate.

In addition, researchers could study the possibility of dynamic rela-
tionships in this area. For example, one could posit that changes in tax 
policies are associated with changes in economic and social behavior. 
A time series based research would be helpful in revealing these asso-
ciations. This could provide support for cause and effect arguments. 
This area of research could lead to a path of discovery that would lead 
to a greater understanding to the behavioral effects of tax policy and 
marriage.
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