Marriage Taxes (Handout 9)
In the United States, married couples can file their taxes together. The table below shows the 2006 income tax brackets for single people and married couples.
	Marginal tax rate
	Single
	Married Filing Jointly

	10%
	$0 - $8,000
	$0 - $16,000

	15%
	$8,001 - $30,000
	$16,001 - $60,000

	25%
	$30,001 - $75,000
	$60,001 - $120,000

	28%
	$75,001 - $150,000
	$120,001 - $190,000

	33%
	$150,001 - $330,000
	$190,001 - $330,000

	35%
	$330,001 +
	$330,001 +


1) What was the marginal tax rate of a single man who earned $60,000 in 2006?

2) What would be his total tax?

3) What is the marginal tax rate of a single woman who earned $70,000 in 2006?

4) What would be her total tax?

5) If these two people were to get married and to start filing taxes jointly, what effect would it have on the amount of taxes they pay?

6) (After reading the article given to you…) What is “marriage penalty”, and why was it introduced?

Marriage penalty

From Wikipedia, the free encyclopedia

The marriage penalty in the United States refers to the higher taxes required from some married couples, where spouses are making approximately the same taxable income, filing one tax return ("married filing jointly") than for the same two people filing two separate tax returns (as single, not "married filing separately"). The percentage of couples affected has varied over the years, depending on shifts in tax rates.

The source of this increase in taxes has its roots in the progressive tax-rate structure in income-tax laws, that is, a higher income pays a higher rate of tax. In such a context income averaging is advantageous to the taxpayer. E.g. two persons, one making $80,000 and the other making $20,000 in a particular year, will pay a lower combined tax than they would if both had an income of $50,000 in the same year.

In the U.S., income averaging (i.e., the "married filing jointly" status) is advantageous to a married couple with disparate incomes. To compensate for this somewhat, the U.S. provides a higher tax bracket for the averaged income of a married couple. While income averaging might still benefit a married couple with a stay-at-home spouse, such averaging would cause a married couple with roughly equal personal incomes to pay more total tax than they would as two single persons.

As income rises, the marriage penalty rises as well, to a point. While very high earners are only moderately affected, a couple earning say $250,000 each before marriage will pay substantially more in taxes if they marry instead of remaining single.

Occasionally, this "marriage penalty" has become a campaign issue for various candidates and there have been piecemeal laws enacted to reduce it, none completely successfully.[citation needed]
