Basic ruler settings
This is the first paragraph.  It was created using the default settings.  If you click in this paragraph the tabs on the ruler will return to the default settings. i.e. zero and six inches.
In this paragraph I have moved the left hand tab to the one inch marker.  This means the typing starts one inch in from your present left hand margin.  (The margin is the shaded section on the ruler) I have left the right hand tab on the six inch marker.  If you click in this paragraph you will see the tabs change to one inch and six inches.  You should note that the tabs only control the settings for this paragraph.

In this paragraph I have moved the left hand tab to the two inch mark and the right hand tab to the five inch mark.  All text now appears between these two tabs.  If you click within this paragraph you will see that the tabs change to 2 and 5 inches.
In this paragraph I have moved the bottom left hand tab back to the one inch marker and the top half of the left hand tab to the two inch marker.  I have left the right hand tab on the five inch marker. 
 If you click in this paragraph you will see the tabs change to one inch, two inch and five inches.  Again you should note that the tabs only control the settings for this paragraph.
This means the typing ON THE FIRST LINE ONLY starts TWO inches in from your present left hand margin because it is set by the top half of the left hand ruler and the REST OF THE PARAGRAPH starts ONE inch in from the left hand margin because it is set by the bottom half of the left hand ruler.
If you start a new paragraph Word will retain the settings and all subsequent paragraphs will have the same pattern. If you try to insert a paragraph between two existing paragraphs it will adopt the same settings.

Single words on a line will be set at the indented value because Word assumes each word is the start of a new paragraph - see below
RED
GREEN

Try typing some words - at least two lines - between the two words RED and GREEN above.  The paragraph will have the same tab settings as this one.
Before starting this paragraph I dragged the bottom half of the left hand tab back to the zero mark on the ruler.  You will notice, if you click your cursor into this sentence, that the paragraph is indented on the first line by one inch.  This happens because if you drag the bottom half of the left hand tab back to the zero setting then the top half follows it as if they are linked together.  Word does this to retain the indent of one inch on the first line of each new paragraph.
If you don't want to use the indent any more then you should drag the top backwards to zero as well - as I have done in this paragraph.

You can also use the two halves of the left hand tag the other way around.  In this example the bottom half is set to two inches and the top (First line indent) tag to half an inch

Beware:  If you now try to drag the bottom half back to zero the top half will be pushed into the margin area until it reaches the edge of the paper.  You will not be able to push the bottom half right across to zero without dragging the top back in.

Use Styles and choose Normal instead

One final note.  The formatting always remains with the paragraph.  If you click between the two words RED and GREEN the cursor initially appears at the same left hand tab position as the words RED and GREEN, however the paragraph, once pasted, will retain the format you see here. i.e. the left margin is set at zero, the indent is set at half and inch and the right tab is set at five and a half inches.

If you want the paragraph which you just pasted to have the same format as the paragraph above it, then highlight both the paragraph above it and your pasted paragraph then click on each of the tabs in the ruler in turn.

