How Tax Systems Treat
Men and Women Differently

Gender bias in tax systems
reflects prevailing social
norms. Mawny industrial and
some developing countries are
reforming their tax systems to
reflect changing attitudes
about men’s and women’s
roles in society.

AX SYSTEMS reflect a tapestry

of decisions, made over many

years. These decisions have been

influenced by a variety of factors,
including social attitudes about the respec-
tive roles of men and women. As a result,
many tax systems exhibit gender bias—
they treat men and women differently in
ways that can negatively affect their deci-
sions on whether and how much to work,
their personal consumption habits, and
their overall tax liability. While it is easier
to detect gender bias in personal income
tax arrangements, gender bias—explicit
and implicit—may be present in other
taxes such as consumption taxes and
import duties. Gender bias may also be
found in the way payments are linked to
the receipt of benefits under social insur-
ance programs.

Prompted by changing attitudes, many
countries in recent years have reformed
their tax systems to reduce gender bias (see
Box 1). In the 1980s, for example, several
Western European countries reformed their
personal income tax laws to eliminate
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provisions that explicitly discriminated
against women. More generally, in indus-
trial countries the personal income tax sys-
tem based on joint filing by members of the
same family unit has given rise to a discus-
sion over how the income tax treats the
incomes of secondary earners (generally
assumed to be women) and the incentives
the income tax has on their work patterns,
child bearing, and other behavior.

But reform has not been confined to the
industrial countries. Although developing
countries as a group have generally been
slower to implement reforms than the
industrial countries, some have also begun
to change their tax systems to address gen-
der bias. As in the industrial countries,
these efforts have generally focused on the
personal income tax.

Yet, in examining the issue of gender
bias, we should not forget that apparent
bias may be acceptable in some societies

because it accommodates typical social
arrangements or encourages certain gener-
ally desirable social behavior. In these
societies, such provisions are not discrimi-
natory but simply reflect prevailing norms.
Moreover, there may be grounds for dis-
criminating between men and women in the
tax code that are related to, for example, life
expectancy, such as in the tax treatment of
pensions and annuities.

Men, women, and income tax
Gender bias may be both explicit and
implicit. Explicit forms are specific provi-
sions of the law that treat men and women
differently. They are relatively easy to iden-
tify, since they depend largely on the lan-
guage used in the tax code or tax
regulations. Implicit forms of gender bias
are provisions of the law that, because of
typical social arrangements and economic
behavior, tend to have different implica-

Eliminating gender bias

A number of countries have taken steps to eliminate gender bias in the personal income

tax—for example:

e France (1983) moved from requiring only a husband’s signature on family tax returns to

requiring that both spouses sign.

e [reland (1993) moved from joint filing in the name of the husband with an option for sepa-
rate assessment on labor income for the wife, to an option for the wife to be the “primary tax-

payer.”

e Malaysia (1991) moved from a tax system in which the income of a married woman was
attributed to her husband unless she elected separate assessment, to a system in which hus-
bands and wives are treated as separate taxable units with an option for joint treatment.

® The Netherlands (1984) moved from granting a higher tax-free allowance to a married man
than to a married woman, to an equal basic tax allowance.

e South Africa (1995) moved from applying a higher rate schedule to single persons and
married women than to married men, to a unified schedule.
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tions for men and women. It is much more
difficult to identify implicit gender bias,
because it depends in large part on value
judgments as to desirable social and eco-
nomic behavior, which may vary consider-
ably from society to society and from one
time period to another (see Box 2 for an
example of the latter).

Explicit and implicit bias

Explicit gender discrimination is more
typically found in the personal income tax
than in other taxes, because the income tax
applies to individuals or family units and
therefore more easily accommodates differ-
ent treatment for men and women. Explicit
discrimination can be found in the rules
governing the allocation of shared income
(such as nonlabor income and income from
a family business); the allocation of exemp-
tions, deductions, and other tax prefer-
ences; in tax rates; in who files the tax
return; and in who pays the tax. It is easiest
to detect smplicit gender discrimination in
the personal income tax, compared with
other taxes, since it directly affects labor
supply and other behavior.

Income taxes may be global or schedular.
Under a global income tax, income is aggre-
gated and typically only one schedule of
tax rates applies to it. In contrast, under a
schedular system, each type of income
faces a different schedule of tax rates.
Global income taxes have typically been
the source of gender bias and the focus of
efforts to eliminate it, particularly in indus-
trial countries. Explicit gender discrimina-
tion in a pure schedular income tax is not
very common, because the tax liability is
established with respect to a particular
source of income rather than a particular
taxpayer. In countries with a global per-
sonal income tax, gender bias may take sev-
eral forms, including the way in which
nonlabor or business income and tax pref-
erences are allocated, tax rates, and the
responsibility for complying with the law.

Types of discrimination

The way in which nonlabor income is
allocated often entails explicit gender dis-
crimination. Typically, under a system of
individual filing, the wage income of mar-
ried couples is attributed to the worker,
while nonlabor income poses a more com-
plex problem since it must be allocated to
one or the other spouse. There are, however,
several gender-neutral ways to allocate this
income, such as attributing all of it to the
higher earner, allocating the income equally
between the spouses, allowing couples to
allocate the income in whatever way they

choose, or allocating the income to the
spouse with legal ownership of property
that is not jointly held.

Many tax codes using individual filing
contain explicit gender bias in that they
allocate all nonlabor income to the husband
regardless of the circumstances. This prac-
tice is derived from the English common
law tradition in which all income earned by
a married couple was assumed to be the
property of the husband. This contrasts
with the civil law tradition, more prevalent
in Latin countries, in which income earned
by a married couple during the course of
their marriage was considered “community
property” (i.e., the property of both
spouses). The allocation to the husband
may raise the tax on this income, if the hus-
band pays tax at a higher marginal tax rate.

Family business income is also attri-
buted in many countries to the husband
regardless of the respective roles of the
spouses in the business. While shifting
income from a family business to the
spouse who pays tax at a lower marginal
tax rate is a common means of tax avoid-
ance, there are administrative solutions to
this problem that do not require attributing
all of the income to the husband.

The allocation of deductions, exemp-
tions, and other tax preferences is another
way in which explicit gender discrimina-
tion occurs in a system of individual filing.
Typically, countries give exemptions or
deductions for various purposes, for depen-
dent children, a nonworking spouse, and so
on. Under a system of individual filing,
these exemptions and deductions must be
allocated across spouses. In some countries,
the nature of the exemptions and deduc-
tions that taxpayers may claim varies
according to whether the taxpayer is a man
or a woman. This allocation may also affect
the tax liability.

Another form of gender discrimination is
that countries may levy different tax rates
on men and women, with a higher rate being
applied to married women, as was done, for
instance, in South Africa until 1995.

In some countries, a form of gender dis-
crimination is a requirement that a joint tax
return be submitted in the name of the hus-
band; thus, a wife has no separate existence
as a taxpayer. For example, until 1990, the
British income tax provided for the hus-
band alone to file the joint tax return, as
did the French income tax until 1983.
Switzerland continues this practice today.

Secondary workers
A system of joint filing with a progres-
sive marginal rate schedule, such as exists

in the United States, may discourage
secondary workers, because the tax on their
income starts at the highest marginal tax
rate of the primary income. This so-called
“marriage tax” under a system of joint fil-
ing has been typically viewed as discrimi-
nating against women, although it would,
of course, apply equally to a husband if he
were the secondary earner.

Studies of income taxation have long
taken gender into account by explicitly con-
sidering the differences in the labor supply
behavior of men and women, and their
implications for public policy. These stud-
ies suggest that the labor supply response
of married women, who are often assumed
to be the secondary earners, to the income
tax is greater than that of married men.
This implies that to minimize the efficiency
cost of the income tax, everything else
being equal, married women should be
taxed at a lower rate than married men.

Steps to reform in industrial coun-
tries. In Europe, the issue of gender neu-
trality in tax systems rose to prominence in
the 1980s. A 1984 report of the European
Community (EC) (see reference) examined
whether EC tax systems were neutral with
respect to women'’s labor force participation.
The main concern was that secondary earn-
ers faced a high marginal tax rate under a
system of joint filing that would create a
disincentive for women to work.

The report concluded that European tax
systems had an adverse effect upon mar-
ried women’s tax burdens in several areas,
including joint taxation; granting of
allowances or tax reductions a priori to the
husband; the lack of an allowance or deduc-
tion for the costs incurred in child care and
domestic help when both spouses work out-
side the home; the inability of women to
declare their own income for tax; the
responsibility for the nonpayment of tax by
the other spouse; and limitations on the
amount of income that can be paid to an
“assisting wife” by a husband.

The report recommended a system of
totally independent taxation to achieve
equal treatment of men and women and, at
the very least, to allow separate assessment
as an option. A number of European coun-
tries, including France, the Netherlands,
and the United Kingdom, have reformed
their tax systems to eliminate explicit gen-
der discrimination.

To some, the idea that gender neutrality
in personal income taxation requires inde-
pendent taxation of husband and wife
might seem radical. Certainly, explicit dis-
crimination can be eliminated without
independent taxation of spouses. But it
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Box 2

Evolution of income tax reform in the United Kingdom

The British income tax offers an interesting perspective on the evolution of attitudes toward
women. The income tax in the United Kingdom was first introduced in 1799. A couple’s income
was attributed to the husband, reflecting the legal status of married women and the property
laws of the time. In 1894—12 years after the enactment of the Married Women'’s Property Act in
1882, which allowed women to retain management and control of their separate property and
earnings—a tax provision was introduced that allowed a wife’s earnings to qualify for the same
tax relief as those of a single person if a couple’s combined annual income was less than £500. In
1918, a married man’s allowance was introduced; it was increased in 1982 to 1.6 times a single
person’s allowance. As recently as the mid-1970s, the Inland Revenue corresponded only with
husbands, refused to reply directly to married women who sent in letters, and mailed any repay-
ment due on over-withheld taxes from married women'’s paychecks to their husbands. These
practices led to criticism. The 1978 Finance Act gave married women the right to receive their
own withholding repayments and the Inland Revenue began to reply directly to married women

who had written to them.

However, these reforms were not sufficient to silence the critics. Several noted committees and
academics began to recommend radical reforms in the system of personal income taxation. In
1988, the government legislated, effective in 1990, that all taxpayers should file returns on an
individual basis on both earnings and investment income. The “married man’s” allowance for
couples continued until 1993, when it was converted to an allowance transferable between the

spouses.

For details, see Norma Briggs, 1985, “Individual Income Taxation and Social Benefits in
Sweden, the United Kingdom, and the USA: A Study of Their Interrelationships and Their
Effects on Lower-Income Couples and Single Heads of Household,” Bulletin of the International
Bureau of Fiscal Documentation, Vol. 39 (June), pp. 243-61.

is debatable whether the elimination of
implicit discrimination requires indepen-
dent taxation. In contrast to the conclu-
sions of the EC report, many hold the view
that the family is the preferable unit of tax-
ation because of the nature of joint con-
sumption within the household. They do
not see any inherent conflict between gen-
der equality and joint taxation. Some stud-
ies that have examined the treatment of the
family under the income tax laws of indus-
trial countries found that there are wide
variations as well as areas of similarity.
Presumably, these differences reflect value
judgments of the different societies about
the way they view the family, or they may
simply reflect historical inertia.

The US personal income tax has never
contained any explicit gender discrimina-
tion (except for, at one time, a small differ-
ence in child care allowances). Nevertheless,
the issue of the appropriate treatment of
family income has frequently been the focus
of debate, and the tax code has changed
over time in its treatment of the couple vis-
a-vis the individual. Today, the US tax code
provides a clear advantage to a one-earner
couple, compared with a two-earner couple.
In some cases, the tax code is advantageous
to married couples compared with single
taxpayers, but, in other cases, is disadvanta-
geous to the former, depending on how the
earnings of the spouses are split.

Developing countries. Gender dis-
crimination also appears in the tax systems
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of many developing countries. The most
common form is to attribute the income of a
married woman to her husband and to levy
the tax in the husband’s name for any
nonschedular income taxes, though a sepa-
rate assessment of a wife’s employment
income is allowed in many cases.

Reform has been taking place in some
developing countries. For example, until
recently, the South African tax system used
different rate schedules for married per-
sons, single persons, and married women,
applying a higher rate to the latter two cate-
gories. These rates were unified in 1995. In
Malaysia, the tax system was changed in
1991 from one in which the income of a
married woman was attributed to her hus-
band unless she elected for separate assess-
ment, to a system in which husbands and
wives are treated as separate taxable units.
The wife’s income is still reported on the
husband’s tax return, and joint assessment
is still allowed.

Some developing countries have explicit
provisions in the income tax code that
distinguish men from women so as to
accommodate typical social arrangements
or to encourage certain social behaviors.
Although some observers feel these provi-
sions are not discriminatory and simply
reflect prevailing societal norms, others
believe these practices legitimize a sec-
ondary role for women.

Some developing countries explicitly dis-
criminate in favor of women. For example,

Singapore’s tax system is unique in the
nature of explicit gender differentiation it
builds into the income tax in the form of
child relief. A basic child relief is available.
In addition, a married woman is entitled to
additional allowances for children if she
has elected to be charged to tax in her own
name and has passed at least three subjects
in one sitting at the examinations for the
General Certificate of Education or has
obtained an equivalent or higher educa-
tional qualification—a provision whose
objective appears to encourage well-
educated women to have children. The tax
code in Pakistan discriminates in favor of
women by allowing a basic exemption that
is higher for a working woman than a man,
and the tax code in India also contains pro-
visions favoring women.

Other taxes

Taxes on goods and services, such as the
value-added tax and retail and excise taxes,
tend not to show explicit gender bias in that
the tax liability is established with respect
to the purchase or production of a commod-
ity. The same is true of taxes on foreign
trade, such as customs duties. In practice,
however, these taxes are not gender neutral
and may have certain implicit biases.

There are many ways in which implicit
bias could manifest itself in a consumption
tax. One way is through the choice of goods
and services covered by the tax. Implicit
biases may result from different consump-
tion patterns by men and women of these
goods, though the exact nature of these
implicit biases is difficult to establish. The
issue is, in fact, more complicated, since
such goods are usually purchased within
the context of a household containing both
men and women.

Excise taxes tend to have a more obvious
implicit bias than broad-based consump-
tion taxes. For instance, excise taxes are
typically levied at a high rate on alcohol
and tobacco, which are disproportionately
consumed by men. Therefore, excises
might be viewed as having an implicit bias
against men, though, again, in a household
context, if other members of the household
reduce their consumption of other goods so
that men can maintain their consumption of
taxed goods, this might lessen the bias
against men.

Preferential treatment of particular con-
sumers or producers also might imply gen-
der bias, but, as with preferential treatment
of specific goods and services, a lack of
neutrality would be difficult to establish.
For instance, if nonprofit institutions typi-
cally provided services that benefited the



poor disproportionately and the poor con-
sisted mainly of female-headed households,
then, implicitly, preferential treatment of
nonprofit institutions would be biased
toward women and children.

In many countries, import duties are a
critical component of the tax system and
clearly influence the pattern of economic
development. One little-studied issue is
whether typical patterns of import duties
tend to favor industries that employ pri-
marily men or women. Import duties in
industrial countries that discriminate
against low-technology goods may tend to
be biased against women, because they
often account for a large share of factory
workers in low-income countries. Import
duties in developing countries might shift
development in ways that favor or disfavor
women. Similar issues might arise with the
corporate income tax.

Grounds for gender bias?

Are there legitimate grounds for discrim-
inating between men and women in the tax
code? Perhaps the most pervasive argu-
ment used to provide a justification for dis-
tinguishing between men and women in the
tax code for some purposes is differences in
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average life expectancy between men and
women. For instance, in the US tax code, a
deduction is allowed for charitable contri-
butions that take the form of a contribution
of property that is effective upon the death
of the taxpayer though the taxpayer retains
the use of that property and its income until
his/her death. At the time of the contribu-
tion, the taxpayer is allowed to take a
deduction for the present discounted value
of that contribution, based upon the tax-
payer’s remaining life expectancy. For
instance, a woman donating property at the
age of 60 might have a life expectancy of 25
years while a man might have a life
expectancy of 20 years. Thus, she would
discount the donation over a 25-year hori-
zon, and he would do so over a 20-year hori-
zon. Similar issues arise in relation to
incomes from pensions and annuities. Men
could be required to receive a larger propor-
tion of the total value each year, starting
with the age of receipt, since their life
expectancy is shorter. Differences in aver-
age life expectancy between men and
women might also provide an argument in
favor of applying different social security
tax rates to men and women, providing dif-
ferent benefits for similar contribution his-

populations.

tories, or using a different formula for link-
ing tax payments to benefits.

Conclusion

Public finance has only recently fully
acknowledged the importance of gender
bias in public policies. Gender bias in tax
systems is therefore a fruitful area of
inquiry. Many nations have tried to elimi-
nate explicit and implicit gender bias in tax
systems while others have made little
progress. Variation in cultural norms will
undoubtedly continue to lead to differences
of view as to what constitutes discrimina-
tion and the need for change.

This article draws on the author’s Working
Paper (WP/96/99), “Gender Bias in Tax
Systems,” IMF, Washington, 1996.
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