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Abstract: Tax planning is one of the key aspects of financial 

planning from a tax perspective. Efficient tax planning enables 

every taxpayer to reduce the tax liability to the minimum. This is 

done by legitimately availing various tax exemptions, deductions 

under chapter VIA, rebates and allowances available under the 

Income Tax Act, 1961. The ever increasing functions of the 

government have naturally lead to increased expenditure, for 

instance, achieving the social and economic objectives laid down 

in the constitution, balancing regional economic growth, 

removing the concentration of economic power in few hands, 

reducing the inequality of income, and so on. The wealth of an 

individual is maximized by increasing the level of savings in 

various investment avenues. The key area of the research is to 

learn the appropriate popularly used tax saving instruments and 

also the factors influence the investment in those tax saving 

instruments. It is empirical research which will throw light upon 

the aspects of tax planning and ways to reduce the income tax 

liability. 

 

Keywords : Tax-saving instruments, tax planning, deductions, 

and the individual assessee.  

I. INTRODUCTION 

The term tax may be defined as a compulsory extraction 

made by the Central Government from the general public. It 

is a financial charge imposed on individuals by the 

Government under its legislative authority. It is not a 

voluntary donation or payment, but an enforced contribution 

exacted pursuant to legislative authority. Income is a 

periodical return with the regularity or expected regularity 

and that refers to only monetary returns. It also includes loss 

and represented as negative income to set off or adjusting in 

the positive income. The Income Tax Act has defined the 

term income and it includes income from salary, income 

from house property, profits and gains from business or 

profession, capital gains and income from other sources. 

There are certain incomes are specifically exempt (u\s 10) 

from income tax like agriculture income, awards instituted 

by the government, leave travel concession, etc., 

GROSS TOTAL INCOME = Income from salary + Income 

from House property+ Profits and Gains from Business or 

Profession + Capital gains + Income from Other Sources 

TAX PLANNING: It is the action undertaken by the  
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assessee to reduce the tax liability to a minimum by making 

the optimum use of permissible deductions, allowances, and 

exemptions. 

TAX EVASION: Deliberate reduction in Income earned or 

increase in Expenditure. 

Income Tax Deductions for FY-2018-19, Tax deduction 

limits under few Sections of the Income Tax Act, 1961 is 

given below: 

Under Section 

80C 

1. Provident fund 

2. Post office savings scheme 

3. LIC insurance plan 

4. NSC bonds 

5. Equity-linked saving scheme 

6. General insurance plan 

7. Mutual funds 

8. Senior citizen saving scheme 

9. ULIPs 

Under Section 

80CC 
Contribution to LIC pension scheme 

Under Section 

80CCD 
Employee contribution to government pension schemes 

Under Section 

80D 

1. Health insurance premium 

2. Preventive health check-up 

Under Section 

80DD 
Spending on medical treatment 

Under Section 

80DDB 

Expenditure on critical disease claimed by senior 

citizens 

Under Section 

80E 
Expenditure on interest payable for Educational loan 

Under Section 

80EE 
Repayment of the principle amount of housing loan 

Under Section 

24(B) 
Interest paid on housing loan 

Under Section 

80G 
Contribution to a charitable trust and relief funds 

Under Section 

87A 
Tax rebate 

Under Section 

80TTA 
Interest on deposits from the saving account 

Under Section 

80U 
Medical expenses for a disabled persons 

Public Provident Fund: PPF can be opened in the name of 

an assessee, his /her spouse or their children, where the 

amount deposited by the assessee shall qualify for the tax 

deduction. 

LIC Insurance Policy:  Actual amount of premium 

deposited by the assessee or on his behalf by his employer or 

10% of the sum assured value whichever is less shall qualify 

for the tax deduction. 
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ULIPs: Any amount deposited by the assessee in Unit Linked 

Insurance Plan of UTI or LIC mutual fund shall fully qualify 

for the tax deduction. 

NSC Bonds: Amount invested in National Savings 

Certificates –VIII or IX issue fully qualifies for the tax 

deduction. 

Mutual Funds: Amount paid to the subscription to any 

mutual fund units, notified by CBDT shall be qualified for 

the tax deduction. 

Senior Citizen Saving Scheme: It is not taxable by the legal 

heirers when it is withdrawn by them. It can claimed by 

senior citizens when they save their money under this 

scheme. 

Deposit Scheme of Central Government: Any subscription 

to any such security of the Central Government or any such 

deposit scheme as Central Government may notify in Official 

Gazette, specifying in this behalf, will qualify for the tax 

deduction. 

Equity-Linked Saving Scheme:  Any amount invested in 

equity-linked saving scheme qualifies up to the actual 

amount invested. In case of the rebate, u/s 88 shall also 

qualify for the deduction. 

Deposit in Saving Scheme: Actual amount of interest or 

Rs.10000 whichever is less is the allowable tax deduction. 

II. OBJECTIVES OF THE STUDY 

 To study individual tax planning. 

 To study about the usage of the tax-saving 

instruments among the individual assesses. 

III. RESEARCH METHODOLOGY 

No of Respondents: 100 respondents 

Data Collection: Primary data collection - questionnaire 

Analysis: 

The tools used for analysis are: 

1. Cross tabulation 

2. Percentage analysis 

3. Factor analysis 

4. Correlation analysis 

IV. RESULTS AND DISCUSSION 

The following shows the cross values for Taxpayers and 

Occupation 

Table – 1: Cross Tabulation between Taxpayers and 

Occupation 

Occupation 
Taxpayers 

Total 
Yes No 

Advocate 0 1 1 

Apprentice 3 0 3 

Consultant 1 0 1 

Private concern 24 30 54 

Public concern 0 2 2 

Entrepreneurship 8 6 14 

Profession 18 3 21 

Student 4 0 4 

Total 58 42 100 

 

Figure – 1: The Factors to Which Respondents Give 

Priority When They Invest 

 
Figure – 2: Sources of Tax Saving Instruments 

 

SOCIO-ECONOMIC FACTORS 

Table – 2: Factor Analysis - Socio-Economic Factors - 

KMO 

KMO AND BARTLETT'S TEST 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .638 

Bartlett's Test of Sphericity 

Approx. Chi-Square 83.478 

Df 10 

Sig. .000 
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Table – 3: Factor Analysis - Socio-Economic Factors – Total Variance Explained 

FACTORS 

Initial Eigenvalues 
Extraction Sums of Squared 

Loadings 
Rotation Sums of Squared Loadings 

Total 
% of 

Variance 

Cumulative 

% 
Total 

% of 

Variance 

Cumulative 

% 
Total 

% of 

Variance 

Cumulative 

% 

1 2.153 43.050 43.050 2.153 43.050 43.050 1.687 33.748 33.748 

2 1.036 20.712 63.762 1.036 20.712 63.762 1.501 30.014 63.762 

 

Table – 4: Factor Analysis - Socio-Economic Factors – 

Factor Matrix 

Socio Economic Factors 
Component 

1 2 

It strengthens my ability to use the financial resources 

efficiently 
.825  

It creates a sense of confidence about the future .727  

The financial strength on the account of savings and 

investment gets me a social recognition 
.644  

It enables me to invest in gold or precious ornaments .566 .648 

I invest for the purpose of availing tax exemptions  -.557 

Inference: The factor “It strengthens my ability to use the 

financial resources efficiently” was considered to be a 

primary factor that influences the socio-economic factor of 

tax planning. 

Table – 5: FSocio-Economic Factors – Correlation 

Matrix 

 Instruments Source 

Instruments 

Pearson Correlation 1 .105 

Sig. (2-tailed)  .298 

N 100 100 

Source 

Pearson Correlation .105 1 

Sig. (2-tailed) .298  

N 100 100 

Inference: From the above table, it is inferred that the 

tax-savings instruments preferred by the respondents are 

positively correlated with their source of income. 

V. KEY RESEARCH FINDINGS 

 Nearly 68.2% of respondents feel that the existing 

savings schemes are adequate. 

 Nearly 41.2% of respondents choose medium-term 

investment ranging for more than 5 years. 

 Nearly 49.4% of respondents consider that the 

increase in their salary income will lead to an 

increase in the size of savings. 

 Nearly 70.6% of respondents contribute 25% of their 

income for savings in various financial instruments 

and tax-saving instruments. 

 Nearly 40% of respondents invest in tax savings 

instruments for financial security. 

 Nearly 52.9% respondent’ s income fall in below 

INR 300000 

 

VI. SUGGESTION AND CONCLUSION  

 Based on the research, it is considered that investments 

in tax saving instruments are the best way to claim 

deductions As per the preference of usage of tax-saving 

instruments, many individuals choose to invest in provident 

fund and life insurance plans followed by bank deposits. It is 

clear from the study that the individual‟s tax strategies are 

directly related to their age and income. If the tax liability of 

the individual is lower, they may have more disposable 

income which they can use for savings and investment. 

 The tax system prevailing in the country plays a vital 

role in mobilizing savings by way of inculcating the habit of 

investment among individuals in different avenues. The 

individual must ensure that they plan accordingly at the 

beginning of the financial year so that the benefits of using 

the financial and tax-saving instruments may outweigh the 

cost associated with it. Tax planning does much more than 

only saving taxes. Smart planning with the appropriate 

tax-saving instrument adds value to the portfolio. Hence 

must make a wiser decision to avoid the last-minute rush for 

tax savings. 
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