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The designation of the tax units is important when rate schedules are graduated. If
the taxes had proportional rates, the selection of the tax units would be of little significance.
The present individual income tax law imposes the married couple as a deemed separate
unit on aggregate non - joint - business their income at the progressive rate. As a result 1
they create problems as follows :

1. Inequity, as the tax on married couple is higher than the tax on two single
individual living together without marriage who have the same taxable income.

2. With aggregated income 1litwould impose a tax penalty on marriage. It is not
consistent with neutrality principle and it would encourage couple to live together without
marriage and encourage married couple to divorce.

3. Inefficiency, because of wife’s unearned income taxed at the marginal tax rate of
her husband’s income 1lit would discourage the wife from working and investment.

The author studies only a case of taxing married couple who are not jointly
operating the business in a form of partnership and a body of persons. The author’s
objective is to indicate that the present tax treatment of married couple on unearned
income is not appropriate and the author proposes to resolve this problem by splitting the
combined income of the married couple equally and taxing each amount at the progressive
tax rate.
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