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Taxes and Your Paycheck

National Priorities Project connects your paycheck to the federal budget.
By Mattea Kramer

Income taxes from people like you make up the single largest revenue source for the federal
government, and on April 17, 2012, your 2011 income taxes are due to the IRS. If you work and get a
paycheck, you’ve been paying taxes all year long, and April 17 is the day when you and the IRS
compare how much you already paid with how much you actually owed. You can see how much you
pay in federal income taxes each pay period by looking at your paystub. Below is a sample paystub for a
married person with one dependent who makes around $50,000 per year, or roughly the median income:

Earnings Statement

Company Name

0000 Monexistent Ave. Pay Period: 2/17/2011 to 3/2/2011
Mowhere, USA 00000 Pay Date: 3/2/2011

John Doe

0000 Any St.

MNowhere, USA 00000

Hours and Earnings Taxes and Deductions
Hours Rate Earnings Description Amount
Th
80 $27.00 $2160.00 |Federal Tax ~ yourfedsral —> $296.75
State Tax ' $97.38
Social Security ;gg*m/ $81.41
Medicare | $28.10
These are your
federal payrol taxes
also known as FICA.

Gross Year-to-Date | Gross This Pay Period | Total Deductions Net Pay
$8640.00 $2160.00 $503.64 $1656.36




Some people will have to send a check to the IRS when they file their tax return in April, while other
people will receive a check from the IRS—that’s called a tax refund. But even if you get a refund, that
doesn’t mean you paid no taxes. In most cases it just means that over the course of the year you paid
more taxes than you actually owed, so the IRS sends you the difference.

How Much of My Income Goes to Federal Income Taxes?

This chart shows tax rates as they apply to different levels of taxable income, and these rates determine
how much you owe in federal income taxes. These tax rates—ranging from 10 percent to 35 percent—
are called “marginal” tax
rates; a marginal tax rate is
the rate at which your last

dollar of income is taxed. m Married Filing Jointly mSingle  UP 10 $379.2K over $379.2K
So, for example, if you are

single and you make
$22,000 per year, then your
first $8,500 of income is
taxed at a rate of 10
percent, and the rest of
your income is taxed at 15
percent.’

Marginal Tax Rates by Income Level
(K = thousands)

$212.3K

Do Some People Pay
No Taxes At All?

Sometimes you’ll hear 10% 15% 25% 28% 33% 35%

eople say “Half of all Source: IRS
PA P . Y ’ National Priorities Project
mericans pay no taxes,

or something along those lines. But that’s a misnomer. Here’s why.

It’s true that many people do not earn enough to owe federal income taxes, and because of deductions
and credits like the Earned Income Tax Credit (EITC) and child tax credit, many Americans end up
paying no federal income taxes. Some people even receive a check from the U.S. Treasury on top of
paying no federal income taxes, because the EITC can be paid out as a cash refund.

But that doesn’t mean those Americans pay no taxes. That’s because just about every wage earner,
regardless of income level, contributes to Social Security and Medicare through payroll taxes, which are
also called FICA, after the Federal Insurance Contributions Act. You can see those taxes on the paystub
above. More than half of all taxpayers pay more in payroll taxes than they do in income taxes." In
addition to Social Security and Medicare taxes, all people regardless of income level also pay federal
excise taxes when they buy gasoline and a host of other items. (For more about how the federal
government collects trillions of dollars in tax revenue each year, visit Federal Budget 101 at
nationalpriorities.org/en/budget-basics/federal-budget-101/revenues/.)
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"Internal Revenue Service, “2011 Tax Rate Schedules,” 7 Jan. 2012 <http://www.irs.gov/pub/irs-

~ pdf/i1040tt.pdf?portlet=103>

" Congressional Budget Office, “Percent of Households Paying More in Payroll Taxes Than Income Taxes
(2007),” 23 Nov. 2011
<http://www.cbo.gov/sites/default/files/chbofiles/attachments/paying_more_payroll2010.pdf >
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