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ABSTRACT

A tax plan pertains to an individual's income for a specific year. Tax planning refers to the strategic
management of one's financial affairs in order to minimize tax liability within the boundaries of the law,
without engaging in tax avoidance. Effective tax preparation is crucial for paid employees. In the
context of India, salaried employees are subject to higher tax rates compared to businessmen. The
government offers numerous exemptions, deductions, and investment opportunities to salaried
employees who are subject to taxation. Salaried personnel should devise personalized investing and
savings strategies based on their specific tax-saving requirements. Effective tax planning is crucial for
maximizing tax savings. Tax planning necessitates the inclusion of financial planning. Understanding
the benefits of exemptions and deductions is crucial for all salaried employees as it enables them to
minimize their tax bill through effective tax planning. A financial plan is developed by taking into
account one's present income, savings, expenditures, prospective earnings, financial objectives, any
existing insurance coverage, and a long-term vision for one's future. Then endeavor to select savings
and investing alternatives in a manner that aligns with our long-term and short-term financial objectives
at different phases of our lives. Effective tax preparation is crucial for optimizing financial outcomes.
It is crucial for an individual to maintain a consistent savings rate, especially when financial markets
are subject to ongoing inflation and instability. Integrating tax planning is a fundamental component of
effective financial planning. Efficient tax planning allows us to minimize our tax liability. This is
achieved by lawfully exploiting all available tax exemptions, deductions, rebates, and allowances. In
this study, we have gathered both primary and secondary data to investigate the financial planning and

tax-saving tactics applicable to persons who receive a salary.

KEYWORD: Effective Tax, Tax Savings, Financial Plan, Exemptions, Deductions

1. INTRODUCTION
Every salaried employee should strategically arrange their tax obligations in accordance with their
individual income. Understanding the investment habits of salaried individuals can be achieved by

examining their tax planning strategies. It is crucial for all employees who get a fixed salary to have
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knowledge of the government's allowances and exemptions that are applicable based on their income.
This research aims to assess the level of awareness among salaried employees on the government's
allowances, exemption limit, and investment plans. Effective tax planning enables the satisfaction of
various financial requirements of employees. Tax planning involves selecting an investment scheme to
minimize tax liabilities for the employee. Implementing strategic tax planning can enhance the
propensity of each employee to save. As employees' propensity to save increases, it becomes more
convenient to fulfill their demands. Salaried employees should adhere to the norms and regulations
outlined in the Income Tax Act of 1961 when engaging in tax planning. Income tax regulations undergo
annual revisions, necessitating an annual adjustment of the tax plan. The income tax legislation
implements modifications to the laws governing direct taxation. This income tax legislation establishes
the set rates of income tax, tax deduction at source, and advance payment tax for the current assessment
year.

Financial planning involves the estimation of necessary capital and the assessment of its
competitiveness. Financial planning involves formulating financial strategies for the acquisition,
investment, and management of finances inside an organization. It entails assessing the current financial
status, setting future goals, and devising appropriate actions to achieve those goals. It offers guidance
and significance to individuals' financial choices. It facilitates comprehension of the interconnections
between a person's financial decisions and their overall financial situation.

Taxes are crucial for the entire population. Tax is a levy imposed by a government on a product, income,
or activity. There exist two distinct categories of taxes - direct taxes and indirect taxes. A tax that is
imposed directly on an individual's income or wealth is known as a direct tax, such as income tax. An
indirect tax, such as excise duty, is imposed on the price of an item or service. Indirect taxes include
the transfer of the tax burden from the payer to another individual. Taxes are regarded as the financial
burden associated with residing in a community. Governments impose taxes to fund the collective
welfare expenses of society. There exist two distinct categories of taxes - direct taxes and indirect taxes.
1.1 SCOPE OF THE STUDY

The study measures and analyzes the tax planning methods and awareness of such strategies, savings
behavior, investment decisions, and the management of liabilities by salaried individuals over the study
period. The study includes many sources of income, such as salary income, income/loss from residential
property, and income from other sources, such as interest on bank accounts. Taxation incentivizes
salaried individuals to engage in investment planning. The current study focuses exclusively on the tax
planning strategies employed by salaried individuals who pay taxes. The study also examined the extent
of salaried tax payers' awareness regarding tax laws and tax preparation strategies, as well as their

investment patterns and behaviors.
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1.2 IMPORTANCE OF THE STUDY

Tax planning minimizes the amount of taxes owed by making appropriate choices on savings and
investments. Taxpayers often strategize their tax obligations alone at the conclusion of the fiscal year.
Taxpayers are unable to make effective investment decisions to minimize their tax burden. The main
cause of this problem is a lack of awareness regarding taxes regulations and the intricate nature of tax
legislation, especially among educated taxpayers. Consequently, there is a lack of sufficient knowledge
regarding different investment options that offer tax advantages. Given this context, the current study
aims to carefully assess the tax planning strategies employed by salaried taxpayers, their level of
familiarity with tax rules, and their investment patterns.

1.3 STATEMENT OF THE PROBLEM

The collection of direct taxes in India is significantly lower compared to the collection of taxes in other
countries and the collection of indirect taxes inside India. The number of individuals in India who pay
income tax is significantly low. What is the cause behind this? Are there any legal ambiguities or gaps
in our legislation and regulations regarding income tax, which taxpayers exploit through various means
to circumvent or evade their tax obligations? Certain provisions are being abused by taxpayers.

2. REVIEW OF LITERATURE

Varsha Singhania, (2021), conducted a study on the awareness of investment in tax-saving products.
The aim of this study was to ascertain the level of awareness among respondents regarding tax planning
and tax deductions. This study utilized a combination of primary and secondary data sources. The
researcher employed a suitable random sampling procedure, selecting 150 respondents. The primary
discovery of this research study was that the majority of individuals exhibit a preference for investing
in the National Pension System. Furthermore, they possess a high level of information regarding tax
deductions and are entitled for deductions under Section 80 C. Consequently, they engage in tax
planning.

Pankhuri Agarwal, (2020), conducted a study on the awareness of several investment options for tax
planning. The aim of this study was to examine the tax planning strategies employed by women who
are employed. The research was conducted using a combination of primary and secondary data. The
researcher employed a convenience sampling strategy, selecting 60 respondents from the city of
Moradabad. The main discovery was that contemporary women had knowledge regarding diverse
investing programs.

Blessy A. Varghese (2019) on tax planning strategies employed by salaried individuals, specifically
focusing on Chengannur municipality in Alappuzha District. The aim of this study was to comprehend
and assess the tax planning strategies being implemented by individuals who get a fixed salary in the
state. The analysis of this research was conducted using mathematical methodologies. The data was

analyzed using a straightforward percentage technique.
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Saravanan (2017-18) has conducted research on the Tax Saving Scheme and Tax Saving Instruments
of Income Tax in India. The aim of this study was to examine the strategic aspects of individual income
tax preparation. This study utilized secondary data gathered from multiple sources. The primary
discovery of this research study was that the tax framework of a nation significantly influences the
formation of saving and investment behaviors among taxpayers. Reduced tax liability results in more
discretionary income, which individuals can use towards savings and investments.

Radha Gupta, (2012), conducted a study on the effects of income tax on saving and investment. The
study focused on individuals in Jammu who were subject to income tax. The aim of this study was to
assess their understanding of tax-saving initiatives. The research was conducted using a combination of
primary and secondary data. The primary discovery of this research study was that a decrease in tax
burden results in an increase in disposable income, which individuals can allocate towards savings and

investments.

3. OBJECTIVES OF THE STUDY
1. To acquire knowledge on financial planning for those who receive a fixed salary and explore solutions
for minimizing tax liabilities.

2. To comprehend the savings and investing patterns of salaried personnel.

4. RESEARCH METHODOLOGY
The investigation is conducted using the survey methodology. Both primary and secondary data sources
have been utilized. An intricately organized questionnaire is created to extract the essential data from
persons who receive a fixed salary. The secondary data will be collected from various sources such as
books, reports, journals, periodicals, and web portals. The core data was gathered using a meticulously
designed questionnaire that included both optional and Likert's 5-point scale items. The questionnaire
encompasses the demographic characteristics, investment preferences, knowledge on tax planning, and
investment habits of salaried individuals who pay taxes. The data obtained from the participants is
analyzed using the Statistical Package for Social Sciences (SPSS). The present study utilizes a range of
statistical methods. The size of the sample was 200. The sample method employed was convenience
sampling, which is a form of non-probability sampling.
5. DATA ANALYSIS AND RESULTS
The demographic profiles were evaluated by examining the variables that were portaged.

TABLE 1: FREQUENCY ANALYSIS FOR GENDER OF THE RESPONDENTS

SR.NO GENDER FREQUENCY PERCENTAGE
1 Male 100 50.0%
2 Female 100 50.0%
TOTAL 200 100%

38| Page




International Journal of Innovative Research in Science and Engineering
Volume 9, Issue 11, 2023

WWWw.ijirse.com

ISSN: 2454-9665

The data from the Table reveals that 50.0% of the participants are male, while 50.0% are female.
TABLE 2: FREQUENCY ANALYSIS FOR AGE OF THE RESPONDENTS

SR.NO AGE FREQUENCY PERCENTAGE
1 19-35 38 19%
2 36-45 86 43%
3 46-55 52 26%
4 Over 55 24 12%
TOTAL 200 100%

The table reveals that the bulk of respondents, 51.1%, belong to the age range of 19-35. The 36-45 age
group accounts for 26.2% of respondents, while the 46-55 age group represents 14.9% of respondents.
The below 18 age group comprises 4.1% of respondents, and individuals over 55 years old make up
3.6% of respondents. Consequently, the questionnaire received the highest number of responses from
those in the 19-35 age bracket, while the lowest number of responses came from individuals above the
age of 55.
TABLE 3: FREQUENCY ANALYSIS FOR OBJECTIVES OF INVESTMENT IN
FINANCIAL PLANNING OF THE RESPONDENTS

OBJECTIVE |STRONGLY| AGREE AGREE |DISAGREE|STRONGLY| TOTAL
FACTORSOF| AGREE NOR DISAGREE
INVESTMENT DISAGREE
Higher return 10 61 52 30 47 200

Safety 7 56 72 40 25 200
Liquidity 10 30 75 60 25 200
Tax Benefits 12 29 40 50 69 200
Inflation 16 35 73 58 18 200
Appreciation 45 69 46 22 18 200
Risk Cover 17 49 64 40 30 200
Age Needs 23 17 40 47 73 200
Experts Advice 30 34 22 65 49 200
Past 25 42 46 55 32 200
Experiences

FREQUENCY 182 410 542 476 388 2000

PERCENTAGE, 9.1% 20.5% 27.1% 23.8% 19.4% 100%
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The table illustrates an objective determinant of investment, with 61 respondents identifying it as the
primary factor influencing their investment decisions. A greater yield is associated with 72 respondents
categorized as Safety, whereas 75 respondents are categorized as Liquidity. A total of 79 respondents
indicated that they consider Tax benefit as a factor, while 83 respondents mentioned Inflation, and 69
respondents mentioned Appreciation. Additionally, 64 respondents mentioned Risk covered, 64
respondents mentioned aged needs, and 73 respondents mentioned Experts opinion.

TABLE 4: FREQUENCY ANALYSIS FOR INCOME TAXABLE OF THE RESPONDENT

SR, NO INCOME TAXABLE FREQUENCY PERCENTAGE
1 Income From Salary 71 35.3%
2 Income From House Property 51 25.3%
3 Profit and Gains of Business 29 14.5%
Profession

4 Capital Gain 15 7.7%
5 Income From Other Sources 34 17.2%

TOTAL 200 100%

The table illustrates the taxable heads of income, with 35.3% of respondents reporting income from
salary and 25.3% reporting income from house property. Consequently, the majority of respondents,
specifically 71 individuals, reported income from salary, while the least number of respondents, 15
individuals, reported capital gains.
TABLE 5: INVESTMENT AVENUES IN PORTFOLIO FOR MALE AND FEMALE
INVESTORS
Purpose for choosing the Investment avenues in related Significance value

categories * Gender

Mutual fund 0.011
FD/BOND 0.011

PPF Account 0.036
Pension fund 0.005
Stock & Equity share 0.007
Any other 0.018

The table above demonstrates the considerable worth of different investment avenues in a portfolio,
with a grouping variable that is below the threshold value of 0.05. There is a notable disparity in

investment options within portfolios for male and female investors.

40| Page




International Journal of Innovative Research in Science and Engineering
Volume 9, Issue 11, 2023
WWWw.ijirse.com

ISSN: 2454-9665

TABLE 6: ATTITUDES TOWARDS FINANCIAL INSTRUMENTS

Attitudes towards Financial Instruments Significance value
Higher Return 0.853
Safety 0.663
Liquidity 0.964
Inflation 0.597
Appreciation 0.478
Risk covered 0.334
Regular Income 0.328
Expert Advice 0.677

The table above displays the substantial value for different investment routes in a portfolio, with the
grouping variable exceeding the threshold value of 0.05. There is no discernible disparity between

investment options in a portfolio for male and female investors.

6. CONCLUSION

The investment pattern and other elements, such as the salaried individual's investment decisions and
their understanding of tax saving measures, have been exerting influence on the investment decisions
of salaried individuals. It is often acknowledged that individuals seek professional guidance when it
comes to investing and financial planning in order to maximize tax benefits. During the analysis of
investing patterns, several financial instruments such as LIC and bank deposits were examined. The
study is also demonstrating that there is no one rule for initiating an investment. However, salaried
individuals shape their judgments based on their aims and ambitions. As per the plan, their tax-saving
methods, along with smart investment and tax planning, necessitate a multifaceted approach. The
influence of tax planning is significant for our personal finance. Hence, tax planning entails more than
just minimizing the tax liability. By using tax planning strategies, salaried individuals can effectively
preserve a significant portion of their hard-earned income within the boundaries of the law. When the
government provides ample opportunities for individuals to invest their money based on their assessed
financial status. What is necessary is familiarity with specific provisions of the income tax legislation.
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