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T h e  d e s ig n a tio n  o f th e  tax  u n its  is im p o rtan t w h e n  ra te  s c h e d u le s  a r e  g ra d u a te d . If 
th e  t a x e s  h a d  p ro p o rtio n a l r a te s , th e  s e le c tio n  o f th e  tax  u n its  w ou ld  b e  o f little s ig n ifican ce . 
T h e  p r e s e n t  ind iv idual in c o m e  ta x  law  im p o s e s  th e  m a rrie d  c o u p le  a s  a  d e e m e d  s e p a r a t e  
un it o n  a g g r e g a te  n o n  -  jo in t -  b u s in e s s  th e ir  in c o m e  a t  th e  p ro g re s s iv e  ra te . A s a  re su lt  1 
th e y  c r e a te  p ro b le m s  a s  fo llow s :

1. Inequ ity , a s  th e  ta x  o n  m a rried  c o u p le  is h ig h e r  th a n  th e  ta x  o n  tw o  s in g le  
ind iv idual living to g e th e r  w ith o u t m a rr ia g e  w h o  h a v e  th e  s a m e  ta x a b le  in c o m e .

2. W ith a g g r e g a te d  in c o m e  1 it w ou ld  im p o se  a  tax  p e n a lty  o n  m a rr ia g e . It is no t 
c o n s is te n t  w ith n eu tra lity  p rinc ip le  a n d  it w ou ld  e n c o u ra g e  c o u p le  to  live to g e th e r  w ith o u t 
m a rr ia g e  a n d  e n c o u r a g e  m a rried  c o u p le  to  d iv o rce .

3. Inefficiency , b e c a u s e  of w ife’s  u n e a rn e d  in c o m e  ta x e d  a t  th e  m a rg in a l ta x  ra te  of 
h e r  h u s b a n d ’s  in c o m e  1 it w ou ld  d is c o u ra g e  th e  w ife from  w ork ing  a n d  in v e s tm e n t.

T h e  a u th o r  s tu d ie s  on ly  a  c a s e  of tax in g  m a rried  c o u p le  w h o  a r e  n o t jointly  
o p e ra tin g  th e  b u s in e s s  in a  form  of p a r tn e rsh ip  a n d  a  b o dy  o f p e r s o n s .  T h e  a u th o r ’s  
o b je c tiv e  is to  in d ic a te  th a t th e  p re s e n t  tax  tre a tm e n t  of m a rried  c o u p le  o n  u n e a rn e d  
in c o m e  is n o t a p p ro p r ia te  a n d  th e  a u th o r  p ro p o s e s  to  re so lv e  th is  p ro b le m  by  sp litting  th e  
c o m b in e d  in c o m e  o f th e  m a rried  c o u p le  e q u a lly  a n d  tax in g  e a c h  a m o u n t  a t  th e  p ro g re s s iv e  
ta x  ra te .
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