
Mandatory Withholdings 

Many new employees are disappointed when they look at their first paycheck.  
It is smaller than they expected.  That is because different taxes are deducted.  
Let’s look at how these deductions work. 

Those that receive wages from an employer have taxes withheld or deducted 
from paychecks.  Self-employed wage earners also pay taxes, but they pay 
themselves and their taxes differently.  Remember, self-employed people may 
not receive regular paychecks.     

While there are a variety of taxes we pay, when looking at our paycheck, we are 
talking about income and payroll taxes.  The 2 types of income taxes are federal 
and state.  Payroll taxes include Social Security & Medicare, and 
Unemployment Insurance. 

When hired, all employees fill out a form, a W-4 Withholdings form, that 
determines how much will be deducted or withheld from each paycheck.  
Withholdings are based on the number of dependents you have – and yes, you 
can count yourself as a dependent.  Employers will explain this to you when 
you are hired. 

The allowances you claim on your W-4 determine how much is withheld from 
your paychecks for federal income taxes.  State income taxes vary.  Some states 
don’t have state income taxes.  They get money from other types of taxes and 
fees – so don’t assume that these states are cheaper places to live. 

Taxes provide money to run governments and provide services.  It is easy to 
complain about taxes when we are not informed as to how the money is spent.  
Reasonable people can have different opinions on what services government 
provides, but someone always has to pay for them.  Taxes, unfortunately, are 
becoming a very divisive political issues – for our purposes. Let’s just agree 
that something will be paid based on our income. 

Never assume that every deduction on your paycheck, income or payroll, is 
accurately done – especially the first time you are paid by an employer.  Be 
polite, but ask questions before you start a new job.  Document how your 
deductions and withholdings will be calculated, then verify that is what was 
withheld from your paycheck. 

Because taxes have become such a political football, expect to see changes from 
time-to-time.  Do some research – citizens need to know what our government 
is doing and what our politicians are up to.  Americans need to vote.  We are 
the government at all levels – federal, state, and local.  If you have concerns 
about government expenses and taxes, participate in our democracy. 

Taxes are a cost of living in a developed country and free society.  Social 
Security is not an entitlement.  It is an insurance system.  Medicare is also an 
insurance system.  So are Unemployment programs.  Learn what these 
programs do.  The cost of these programs is deducted from paychecks.  These 
programs can help you. 


