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Abstract - This paper discusses new empiri- 
cal evidence on the role of income tax in- 
centives in marital decisions. Time-series 
evidence suggests that taxes have a small 
but statistically significant effect on the ag- 
gregate marriage rate; however, this evi- 
dence is sensitive to the time period and 
the measure of marriage. Additional evi- 
dence, based on household longitudinal 
data, indicates that the probability of mar- 
riage fails and that of divorce rises with an 
increase in the so-called marriage tax, and 
that the timing of marriage (though not of 
divorce) is also affected by taxes. In short, 
there is strong evidence that taxes affect 
some marital decisions. 

It is now widely documented that marital 
decisions can have a significant impact on 
individuals’ income taxes, vra what has 
come to be called the marriage tax or 
marriage subsidy. It is also widely ac- 
cepted that economic factors play an im- 
portant, if not an exclusive, role in marital 
decisions, such as the choice of when to 
marry or divorce and whether to marry or 
divorce. A natural question-and one 
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with a range of implications in a nation 
increasingly concerned with the family-is 
whether these marital decisions are af- 
fected In some way by their tax conse- 
quences; that is, does the income tax af- 
fect marital decisions? 

In a provocative paper in this issue of the 
National Tax lournal, Sjoquist and Walker 
(1995) use time-series evidence on aggre- 
gate marriage rates in the United States 
to show that the individual income tax af- 
fects the timing but not the rate of mar- 
riage. Their results on the rate of mar- 
riage are in contrast to some of our 
recent work (Alm and Whittington, 
1995), in which we also use aggregate 
time-series evidence to demonstrate that 
the income tax has a small but statistically 
significant impact on the decision to 
marry. 

Because of the difference in these results, 
it is of some interest to explore potential 
reasons for the alternative findings. It is 
also important to examine briefly other 
sources of emprncal evidence on marital 
responses to the marriage tax/subsidy. FI- 
nally, it is useful to present some esti- 
mates of the magnitude of the marriage 
tax/subsidy, in part to assess whether it is 
at all plausible to believe that these tax 



effects are of sufficient magnitude to af- 
fect such intrmate decisions as those sur- 
rounding marriage and divorce. We dis- 
cuss these different aspects of the income 
tax in this paper Our conclusron is that 
there are good--if not conclusive-rea- 
sons for believing that the income tax af- 
fects a range of manta1 decistons. 

THE MAGNITUDE OF THE MARRIAGE 
TAX AND SUBSIDY 

Consider first the magnitude of the mar- 
riage tax and subsidy. Recent work by 
several researchers makes it clear that the 
tax consequences of marriage, both posl- 
tive and negative, can be large. For exam- 
ple, Feenberg and Rosen (1995) estimate 
that 52 percent of American couples in 
1994 pay a marriage tax that averages 
$1,244. In general, these are families In 
which there are two earners with higher 
incomes and with children. For this 
group, the average marriage tax for fami- 
lies making less than $10,000 in taxable 
income is $278, and the tax generally 
rises with family Income, reaching an av- 
erage of $9,980 for fal-nilres above 
$200,000; even for farnilies with taxable 
income less than $50,000, the average 
tax always exceeds $400 and can be 
more than $800. Similarly, for the 38 per- 
cent of families that receive a marriage 
subsidy, the average subsidy is $1,399,, 
and ranges from a low of $440 (for famr- 
lies with Income less than $10,000) to a 
high of $9,157 (for families with Income 
greater than $200,0001. In most cases, 
families with a single earner receive a 
subsidy. On average, all married couples 
in 1994 incurred ,a marriage tax of $124. 
Estimates by others (Rosen 1977, 1987; 
Brozovsky and Cataldo 1994), as well as 
work that we have done, also show a 
large and variable marriage tax/subsidy, 
one that depends closely on the family’s 
characteristics and one that has changed 
significantly over time. 

The standard economic model of mar- 
riage (Becker, 1973, 1974) generates the 

concIusro17 that an Increase in the rnar- 
rage tax will reduce the likelihood of In- 
dividuals choosing to get or to stay mar- 
ried (Aim and Whittington, 1995; Sjoqurst 
arid Walker, 1995). dowever, to say that 
in theory rndividuals will respond to these 
taxes and subsidies is not to say that in 
pmtice they will respond. We believe 
that there are compelling reasons for the 
presence of some behavioral responses: 
the sizes of these tax effects seem likely 
to draw the attention of many individuals 
(especially those cou@es in which both 
members work); the size of the marriage 
tax calculations repregents only the an- 
nual tax effects of marriage; and there is 
some related evidence that the financial 
effects of welfare pro~grams, effects that 
are generally much smaller in absolute if 
not in relative income terms, influence 
the marital decisions of welfare recipients 
(Moffit 1992). However, In the end the 
questton rnust be resolved by looking at 
empirical evidence. We turn to this next. 

AGGREGATE TIME-SERIES EVIDENCE 

One source of evidence is time series in- 
formation on aggregate marriage rates In 
the United States. It is straightforward to 
estimate In a reducedtform equation the 
impact of various factors on marriage, in- 
cluding the marriage tax/subsidy. Using 
this approach, Sjoquist and Walker find 
no signtficant effect of taxation on the 
marriage decision. We also use ,this meth- 
odology, and we find that an increase in 
the marriage tax has a negative and sta- 
tistrcally significant effbct, although the 
magnitude of this effect is small. Our esti- 
mated marriage-tax elasticity is generally 
less than --0.05, so that the marriage tax 
would have to fall by 20 percent to elicit 
an increase in marriage of 1 percent. We 
find this basic result ins several different 
specific&Ions, including those with log 
transformations of the variables and with 
various lag structures on the Independent 
variables. 
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Although there are some general slmllan- 
ties between our approach and that of 
Sjoquist and Walker, there are at least 
five ways in which our work differs from 
theirs: 

(1) They use a different time period, 
1948-87 versus our 1947-88. 

(2) They use a different estimation 
method, Cochrane-Orcutt correction 
for first-order autocorrelation versus 
our maximum likelihood estimation 
(MLE) with correction for first-order 
autocorrelation. 

(3) They use a different measure of 
marriage as the dependent variable, 
a flow variable versus our stock vari- 
able. 

(4) They use a different set of explana- 
tory variables. 

(5) Even where a given explanatory vari- 
able has a similar general definition, 
they use a different measure of the 
variable, especially for the marriage 
tax/subsidy. 

We do not have the Sjoquist and Walker 
variables, so we cannot examine the im- 
pact of the last difference. However, we 
can test the sensitivity of our results to 
the other four differences. 

Denote our choice of the time period as 
T, the estimation method as M, the de- 
pendent variable as Y, and the indepen- 
dent variables as X, and denote the alter- 
native choices of Sjoquist and Walker 
with a prime. We have estimated all 16 
possible combinations of the alternative 
methodological assumptions. Table 1 re- 
ports the coefficient estimates on the 
marriage tax variable, the coefficient of 
determination R*, and the F-statistic for 6 
of these 16 different combinations. These 
combinations include our basic specifica- 
tion (or T-M-Y-X), the Sjoquist and 
Walker specification (or T’-M’-Y’-X’), and 
those combinations in which only one as- 
sumption is changed at a time (or T’-M- 
Y-X, T-MI-Y-X, T-M-Y’-X, T-M-Y-X’). For 

example, the combination T’-M-Y-X 
means that we change our time period to 
that of Sjoqulst and Walker, and maintain 
our other assumptions on the estimation 
method, the dependent variable, and the 
independent variables. Results for the 
other combinations and variables are not 
reported here but are available upon re- 
quest. The coefficients on the other vari- 
ables are fairly consistent across the dif- 
ferent equations. Note again that, in 
those equations In which our choice of 
Independent variables X is replaced by 
the Sjoqulst and Walker choice X’, we 
use our measures of their variables. 

Time Period 

Our estimation period (1947-88) is 
slightly longer than that of Sjoquist and 
Walker (1948-87). As shown in Table 1, 
this difference has a large impact on our 
results. When only the time period is 
changed from our basic specification 
(equation 1 versus 2), the marriage tax 
variable retains its negative sign but is no 
longer significant. This result also occurs 
in all other combinations in which, 
among other changes, the time period is 
altered from our original specification to 
the shorter period of Sjoquist and Walker. 

The two years (1947 and 1988) that dif- 
fer across the specifications are character- 
ized by significant changes in several rele- 
vant variables. Some of the largest 
(positive) changes in our stock measure of 
marriage occur from 1947-9, so that by 
omitting 1947 some of this variation is 
lost; also, the marriage tax for these years 
is significantly below its average over all 
years, so that marriage is clearly not pe- 
nalized by the tax system during this 
time. Perhaps more importantly, there are 
substantial changes in the marriage tax 
after the Tax Reform Act of 1986, includ- 
ing declines in the marriage tax in 1987 
and especially 1988 as the tax provisions 
become fully phased in. Because these 
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TABLE 1 
AGGREGATE TIME-SERIES EVIDENCE 

Specification 

1: T-M-Y-X 
(Alm and Whittington) 

2: T’-M-Y-X 

3: T-MI-Y-X 

4: T-M-Y-X 

5: T-M-Y-X 

6: T’-M’-Y’-X’ 

(Sjoquist and Walker) 
--____-- 

Coefficient Estimate on 
Change in Tax Liability 

(t-statistic) R2 F -~ -----_ ___thml__-_- 
-0.016” 0$25 43.889 

(- 1.883) 

- 0.004 0.829 8.839 
(-0.625) 

-0.016” 0.?62 11.023 
(- 1.854) 

0.001 0.927 43.073 
(0.087) 

- 0.01 lb 0.901 51 659 
(- 1.658) 

- 0.004 0.441 4.204 
( - 0.330) -~-- ____----_ ------- 

“Significant at the 5% level. 
bSignificant at the 10% level 

changes In the marriage tax come at a 
time when there is also a slight upward 
trend in marriage, the omission of 1988 
also has a major impact on our results. 

In fact, when we reestimate the combina- 
tion T-M-Y-X buit extend the SJoquist and 
Walker estimation period by the single 
year 1947 at the beginning of the period 
(so that the estimation period is 1947-87 
but our other specifications on the esti- 
mation method, the dependent variable, 
and the independent variables are maln- 
tained), the coefficient on the marriage 
tax variable changes to - 0.013 and be- 
comes significant at the 10 percent level 
(t-statistic =z -- 1 630). Further, when we 
reestimate the combination 7-M-Y-X but 
now extend the Sjoquist and Walker esti- 
mation period by adding the single year 
1988, so that the period is 1948-88 but 
our other basic specifications are again 
maintained, the results are now virtually 
identical to those with our basic speciflca- 
tlon in equation 1 of Table 1: the coeffi- 
cient on the marriage tax becomes 
- 0.016 (t-statistic = -- 1.831), the R* IS 

0.924, and the F-statistic equals 41.904. 
The omission of the years 1988 and, to a 
lesser degree, 194.7 therefore misses 

some Important deve/opments in mar- 
riage and the marriade tax that have a 
marked effect on the estimation results. 

Es tima tion Method 1 

Our MLE IS slightly m@re efficient than 
the Cochrane-Orcutt estimation because 
the latter loses one observation when it 
corrects for first-ordeq autocorrelation. 
This effect is negligiblk In large samples, 
but it can be significant in the smaller 
sarnples that often typify much time-se- 
ries work. Although o~ur results change 
when we use the Coclhrane-Orcutt esti- 
mation, notably in terps of the overall 
goodnclss of fit, the effects on the mar- 
riage tax variable are t+ninor; in particular, 
cornpare equations 1 8nd 3 in Table 1. 

Dependent Variable 

We use as the depend~ent variable the 
percentage of womenlaged 15 to 44 
years who are married1 a stock variable. 
Sjoquist and Walker u 

5 
e as the depen- 

dent variable the fraction of unmarried 
females older than the\ age of 15 years 
who marry each year, a flow variable. 
This difference has a major impact on our 
results. When we rep&e the stock varia- 
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ble for marriage with the flow variable, 
the significance of the marriage tax varia- 
ble disappears, even when the other 
specificattons are unchanged (equation 1 
versus 4). In no combination with the 
flow measure of marr age is the marriage 
tax ever significant. 

Examlnatton of the time paths of the two 
alternative measures of marriage gives 
some reason for this result. The percent- 
age of women who are married (the 
stock variable) gleneraily falls ever since 
the later 194Os, with a slight increase in 
the late 1970s. The fraction of females 
who marry each year (the flow variable) 
falls initially and agaln In the early 19;7Os, 
but is fairly constant for the rernaining 
years. Given that our measure of the mar- 
riage tax tends to rise sornewhat sporadi- 
cally after about 1970, it is not too sur- 
prising that our f?stimation generates a 
negative and significant coefficient on the 
marriage tax Iwhen it is related to the 
stock variable, but an insignificant coeffi- 
cient when related to the flow variable. 

As Sjoquist and Walker discuss, there are 
good reasons for using the flow variable. 
There is also strong justificatton for using 
the stock variable. The economic theory 
of marriage and divorce clearly indicates 
that the marriage tax affects both the in- 
centive to marry and t”le incentive to stay 
married. The variable that best captures 
both influences is the stock vanable. It is 
largely for this reason that we use the 
percentage of women who are married. 
Most other studies of She economic de- 
terminants of marriage also use a stock 
variable. 

Explanatory Variables 

The choice of rnclependent variables also 
has some trnpact on the results, although 
the effects are not as large as with the 
time period or the dependent vanable. 
Our basic specification includes the 

change in income takes with marriage (or 
the marriage tax/subsidy), the change in 
marginal tax rates with marriage, the ra- 
tro of female to male median income, a 
constructed series for female wages, the 
percentage of males paged 15 to 44 years 
who have graduatedifrom high school, 
the ratio of females to males aged 15 ‘to 
44, the ratio of immigrants to the resi- 
dent population aged 15 to 44, the per- 
centage of the popullation aged 15 to 44 
who are white, and the percentage of the 
population aged 15 fo 44 who are unem- 
ployed. Sjoquist and Walker use their 
measure of the marriige tax/substdy, the 
ratio of females to m&es older than the 
age of 15, the relative Incomes of females 
and males, earnings c>f single females, the 
unemployment rate fbr males, and the 
percentage of the po~pulation that is 
Catholic. 

Both specifications arie plausible applica- 
tions of the economic theory of marriage 
and divorce, with variables included to 
capture the labor market opportunities 
for men and women, the conditions for 
men a1Id ‘women in the “marriage mar- 
ket,” and various demographic factors. 
However, several featlures of these alter- 
native specifications merit some attention. 
First, where possible, our choice of Inde- 
pendent variables cor?rols explicitly for 
the age distribution of the population, 
and controls for the shame ages (15 to 44) 
as our dependent variable; the Sjoquist 
and Walker specification does not always 
and explicitly control for age. Second, as 
the theory of rnarriage clearly suggests, 
we incrude a variable’for labor market op- 
portunities facing ma es (or the percent- 
age of males aged 15 to 44 who have 
graduated frorn high ichool) as well as 
the unemployment ralte; Sjoquist and 
Walker include only the unemployment 
rate for males. Third, pur rneasure of fe- 
male labor market opbortunities is based 
on fernale wages; Sjobuist and Walker 
use lnstealcf female eaknings, a vanable 



that clearly depends on female labor 
force participation and so is likely to be 
determined jointly with female marriage 
decisions. Fourth, our measure of the 
marriage tax/subsidy seems to accord 
more closely with other discussions and 
estimates of its evolution over time than 
does the Sjoquist and Walker measure 
(Rosen, 1977, 1987; Brozovsky and Ca- 
taldo, 1994; Feenberg and Rosen, 1995). 
In particular, the Sjoquist and Walker vari- 
able is essentially zero until the mid- 
196Os, despite suggestions that there 
was a large and growing marriage sub- 
sidy during much of this period; it also 
varies relatively little in the decade imme- 
diately before the Tax Reform Act of 
1986, despite evidence that the marriage 
tax increased significantly until 1981 and 
then varied in nontrivial ways due to tax 
changes in virtually every year through 
1986. 

Having said all this, the marriage tax still 
retains its negative and significant coeffi- 
cient even when we use the Sjoquist and 
Walker collection of independent vari- 
ables with our other assumptions (see 
equation 5). We have also estimated sev- 
eral variants on the basic Sjoquist and 
Walker specification: replacing female 
earnings with female wages, adding male 
education, adding race, adding immigra- 
tion, and so on. As long as we retain our 
choices of the time period and the de- 
pendent variable, the coefficient on the 
marriage tax remains negative, significant, 
and small. 

Summary 

We believe that there are good reasons 
for the procedures that we followed in 
our time-series work. In all equations that 
retain our assumptions about the time 
period and the dependent variable (or 
equations 1, 3, and 5 in Table I), the 
marriage tax has a negative and signifi- 
cant impact on the decision to marry, one 
whose magnitude is always small; further, 

other variables in our specrficatrons have 
effects that are consistent with theory, 
and the goodness of fit is high. Neverthe- 
less, we believe that the procedures that 
Sjoquist and Walker followed are also 
well justified. Given their results, together 
with our new results in Table 1, we must 
acknowledge that it is hard to avoid the 
conclusion that the time-series evidence is 
sensitive to the precise specification, par- 
ticularly the time period and the measure 
of marriage. Such sensitivity is common in 
much time-series work and suggests that 
use of time-series results, especially those 
based on aggregate indicators of behav- 
ior, is risky. If evidence on the behavioral 
effects of the income tax was based 
solely on our time-series results, we 
would be hesitant to conclude that taxes 
affect marital decisions. However, other 
empirical evidence is available that we 
find persuasive. We discuss this evidence 
next. 

INDIVIDUAL LONGITUDINAL 
EVIDENCE 

In a series of recent papers, we have used 
longitudinal data from the Panel Study of 
Income Dynamics (PSID) to examine a 
range of behavioral effects of the income 
tax treatment of the family. These data 
track individuals over time, and include 
detailed information on their financial 
and personal characteristics. In 1985 the 
PSID collected a retrospective marital his- 
tory from all respondents and updated 
this history in 1989. This information al- 
lows us to estimate the many factors-in- 
cluding the income tax treatment of the 
family-that affect the decisions to marry 
and to divorce and the timing of those 
decisions. 

It IS not possible to present these results 
in much detail. Instead, we give summary 
statistics of the tax impacts in Table 2, 
measured by the elasticity of relevant re- 
sponse with respect to the marriage tax/ 
subsidy. More detailed results are avail- 
able upon request. 
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TABLE 2 
INDIVIDUAL LONGITUDINAL EVIDENCE 

Elasticity of Probability with Respect 
to Change in Tax Liability 

.~- ~-- 
-- 0.012 

Statistically Significant? 
- 

Yes, all specifications 

The Decision to Marry and to Divorce 

We have estlrnated a discrete time ap- 
proximation to a continuous hazard of 
the time to first marriage using a loglt 
model, where one independenl variable is 
the change in income tax liability that 
would be generalted by marriage. As 
shown in Table 21, we find that the proba- 
bility of marriage falls as the marriage tax 
increases, a relationship that IS statistically 
significant at the 1 percent level. The 
probability-tax elasticity IS small (or 
- 0.012) when nneasured at the mean 
values of the variables However, this 
elasticity IS substantially larger in absolute 
value at the extremes of the tax and sub- 
sidy, reaching - 1.368 at the maxlmum 
tax and 0.998 at the maximum subsidy. 
We have also used the same approach to 
estimate the impact of the marriage tax/ 
subsidy on the probability of first divorce. 
Again, we find evidence that individuals 
respond to tax incentives. An increase tn 
the marriage tax Increases the probability 
of divorce, especially for women, al- 
though the elasticity is relatively small for 
both men and women. 

The Tirning of the Marriage and 
Divorce Decisions 

As Sjoquist and Walker demonstrate, the 
income tax may influence the timing of 
marital events even if it does not affect 
the probability of the event ever occur- 
ring. Using PSID data, we have estimated 
the probability ot a couple delaying mar- 
riage from the last quarter of one year to 
the first quarter of the next year, thereby 

avoidlng one year of the rnarriage pen- 
alty, a:, a function of those measurable 
characteristics that Cain change over such 
a short period. Like Sjoquist and Walker, 
we find that taxes habe a statistically slg- 
nlficant impact on th$ timing of marriage, 
with an elasticity that~ is close to unity. 
Similar models of the probability of 
speeding divorce to the current year in 
order to avoid the mqrriage tax do not 
yield any significant r&.ults. 

Conclusions 

The tax consequences of rnarriage and di- 
vorce tan be substanjial, and there are 
many reasons of both a theoretical and 
empirical nature for Qelieving that some 
individuals respond iq predictable ways to 
these incentives. Hodever, even in those 
cases in which a behdvioral response is 
clearly documented, it should be remern- 
bered that the magnitude of this re- 
sponse is small. In shdrt, we believe that a 
careful interpretation of the available evi- 
dence--and one with, which Sjoquist and 
Walker would agree-suggests that taxes 
affect ;jt least some qarltal decisions of at 
lealst some individuals~, but that for many 
indrviduals taxes are Iqrgely irrelevant. 

ENDNOTES 

We are grateful to Rolbert Howard for capa- 
ble research assistant 
‘for helpful e , and to Joel Slemrod 

comments and suggestions. 
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