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ABSTRACT

Tax planning is an arrangement of one’s finanditlies in such a manner that the tax planner méyeeireduce
the incident of tax wholly or reduce it to maximynossible extend by using the exemption, deductiggizmtes and relief
available in the framework of the taxation laws.dties not amount to evasion of tax. It is an acpmidence and
farsightedness on the part of the taxpayer whantisle to reduce the burden of his tax liabilityttee maximum possible
extent under the existing law. Attitude is the estat mind. One's attitude should definitely inflaes on all the decisions
taken by an individual. This study focuses on ttigéudle of the Individual Business Class Asseseaatds tax planning.
The objective of the study is to analyze the atBtwf the Business class towards tax planning. Bwiimary and
secondary data were used for the study. The ddkectwl in the consumer survey through a structureestionnaire
constitute primary data. The sample size of the gayers was 250. Convenience sampling method wasvéd in
selecting these business class assessee. Theotlatéed were tabulated and analysed by using %aghysis, Chi-square
test. This study analyses how different factore ex, Age, Marital status, Educational qualifizatiNature of business,
Level of turnover, Block of Fixed Assets, Operatiegpenses, Method of accounting, Valuation of std¢kumber of
earning members in the family, Number of dependevisnthly income, and Monthly investment affect ithattitude
towards tax planning. Gender, level of educatievel of turnover, Depreciation on Fixed Assets, 1@peg expenses
have an effect on the attitude of the BusinesssCAssessee towards tax planning. Whereas age ahetdtus, nature of
Business, number of earning members in the familynber of dependents, monthly income, and monthlgstment do

not have any impact on the attitude of the indigidausiness class towards tax planning.
KEYWORDS: Financial Affairs, Operating Expenses, BusinessE€hssessee, Tax Payers

INTRODUCTION
Tax Planning: An Introduction

Tax planning is an arrangement of one’s finandidis in such a manner that the tax planner mgyeeireduce
the incident of tax wholly or reduce it to maximynossible extend by using the exemption, deductiggizmtes and relief
available in the framework of the taxation laws.dties not amount to evasion of tax. It is an acpmidence and
farsightedness on the part of the taxpayer whatile to reduce the burden of his tax liabilityttee maximum possible
extent under the existing law. Tax planning ensa@sonly accruals of tax benefit with in the faarners of law, but it

also ensures that the tax obligations are proplsiyharged to avoid penal provision.

Attitudes are generally considered as judgementsth@se are results of either direct experiencthefsocial

environment or through observations. So attitudelmconsidered as a hypothetical construct, waphesents degree of
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liking or disliking of an individual towards a pantlar object. Winning and losing are two opposiges of a same coin
and that coin is attitude. Attitude is composedbefiefs about the consequences of performing theweur and an
evaluation of how the human will feel about thosasequences. Attitude may be defined as an endarganization of
motivational, emotional, perceptual, and cognifwecess with respect to some aspect of our envieohrWWhereas in the
context of Individual Tax Payer attitudes, variatigibutes and benefits of the tax saving instrumaffect the attitudes of

the them towards tax planning.

On this basis, it can be analysed about the taeflierenjoyed, the Return on investment made inst@xng
schemes and also how far they can minimise theiliagdility through investing in tax saving instremts. Hence, the tax
payers should have sufficient knowledge on varitaxs saving instruments in order to minimise theix incidence.
Besides, various Socio-demographical and Businesgomments factors like Sex, Age, Marital staté&sjucational
qualification, Nature of business, Level of turngvBlock of Fixed Assets, Operating expenses, Mgthbaccounting,
Valuation of stock, Number of earning members ia tamily, Number of dependents, Monthly income &hainthly

investment also play vibrant role in the attitudéndividual tax payers towards tax planning.

Hence, this study is concerned with evaluatingattiéude of individual business class towards teaping. The
study will help the individual business class t@mlsavings and investments towards maximizing #ttarms and
minimising the tax liability of them. The in-depdimalysis of the behavioural pattern of the busipesple would help the
government to work out various schemes to mobifiizence from the business people by introducindoussr tax saving
schemes and also to reduce the tax evasion araltastance. The study assumes significance in g bf the fact that
very few research works are available on attitudedividual assessee in India in which were stddibout the attitude of
salaried class and no one studied about the atiaddbusiness class particularly in Salem distritéénce, this study

bridges the gap.
Review of Literature

Ledereich and Siegel (1988) emphasized the roldactors like age, health, marital status, familatss;
objectives risk tolerance, investment preferendiggiidity, employment stability, and tax rate inrpenal financial

planning.

An All-India Survey, titled “Household Investorstddlems, needs and Attitudes”, conducted by thaeBpdor
Capital Market Research and Development reveakedaitt that majority of the retail investors losniidence in various

agencies like SEBI, credit rating agencies etc.

Gnana Desigan C in his study titled “Investors'ception towards Equity Share Investment — An Erogilri
Study” (2003) has examined the investment patténhe equity investors and the problems of equiitsre investors in

primary and secondary market. The analysis revahkedttitude and perception of the investors galiire investment.

Krishnamoorthi. C in his study titled, “Investmépatterns and Tax Planning in the Nilgiri Districf2008) has examined
the attitude of the investors in Nilgiri Districthe Analysis reveals that there is no significatationship between Sex,

Age, Maritial Status, Educational Qualification, Mbly Income and Monthly Investment with Attitude ©ax Planning.

L. Pandiyan, and T. Aranganathan, studied the gavand investments attitude of salaried class idd@lore

District.
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Objectives of the Study
The study is undertaken with the following objeesy
* To study the conceptual background of the individwsiness class towards investment and tax plgnnin
* To analyse the attitude of the individual busingass towards tax planning.
* To suggest optimum tax planning for individual mesis class.
Research Methodology

The present study is based on convenience-cunifisdlasampling. The Business Class Assessees haep b
taken as a sample and six sub-occupations have idegtified from the Business people based on thpgration as

shown in table No. 1.

Table 1: Sample Unit

Heads Nature Sample

Manufacturing | 20
Whole sale 45

Non-Speculation | Retail 80
Services 45
Works Contract | 20

Speculation Speculators 40
Total 250

Sources:Primary data

The respondents include in this study are of défférage groups under the Business Class. The &tka study
covers Salem District. While selecting respondemnisugh care has been taken to see that the sasppésents the whole

universe.

The study is basically an analytical study basegmmary research also related to the analysihefattitude of
Individual Business Class towards Tax planningoider to conduct this study, 250 Individual bustnekss assessee
from various business activities such as ManufaciuVhole-saler, Retailer, Works Contractor andc8fsor in Salem
District have been selected by sampling method raathly questionnaire has been used for collectegdata. All the
data required for this analytical study has beeaiobd mainly from primary sources, but at timessandary sources of

data have also been considered.

The questionnaire was divided into two parts, tinst foart asks about the socio — economic proffiehe
respondent, which includes gender, age, maritdhstaature of business, level of turnover, monthgpme, investment
in tax saving schemes and level of awareness olatexand the second part shows the attitudes tihadanal factors of
the respondent. The data collected from these rdi@idual business class assessee were tabulatiednatysed by using
percentage analysis, Chi-square test. There arensBypotheses have been taken to study the attafidedividual

business class assesse towards tax planning.
Analysis and Interpretation of Data

To measure the attitude of the Individual Busirn@lsss towards tax planning, Rensis Likert's sumchatscaling
technique. Based on this technique, the varioysoreses are assigned scale values. In this study,®,4nd 1 scale values

were used to measure individual business cla#sidgton tax planning. The rating 5 or 4 or 3 @r2l indicates whether
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the statement is strongly agreed or agreed or alemtrdisagreed or strongly disagreed respectivkliotal score for each
respondent from all the 20 statements was calallaseng the above scoring procedure. The twentgsiants and their

scores are given in Table 2.

Table 2: Attitude of Individual Business Class toweds Tax Planning:

23T o = ? 28
= Factors cSn § g ‘g g’ §° g’ g
e 52| | 2| & |52 F
1 | Tax planning is a key part of financial planning No | 182 16 21 17 14 250
% 728 | 6.4 8.4 6.8 | 5.6 100
2 Tax rate affects the return on investment in taxirgp| No | 177 21 17 20 15 250
schemes % 70.8 | 8.4 6.8 8 6 100
L . No | 106 55 44 22 23 250
3 | Instead of paying fines and penalties, may payaidax % 24 22 176 |88 92 100
4 Minimize tax incidence and maximize the savirf No | 191 49 10 0 0 250
through tax saving schemes. % 76.4 | 196 |4 0 0 100
5 | Tax planning is an important part of investmennpiag No | 163 43 33 11 0 250
% 65.2 | 172 |132 |44 |0 100
6 | Save tax and earn more; be a prudent investor No | 178 34 22 10 6 250
' % 71.2 | 136 | 8.8 4 2.4 100
7 Save income tax and cover your medical expensdsay No | 105 62 49 23 11 250
smile % 42 24.8 |19.6 | 9.2 |44 100
8 Using the Non-trading expenses as tax say No | 97 56 69 21 7 250
instruments (Tuition fees, Donation etc.) % 38.8 | 22 28 84 |28 100
9 Increase the wealth and reduce the tax liabil No | 65 77 42 38 28 250
Repayment of Housing Loan) % 26 30.8 | 17 15 11.2 | 100
10 | Tax laws are easy to understand No |45 33 57 75 40 250
% 18 13 23 30 16 100
. ) . No | 56 109 44 27 14 250
11 | Tax evasion leads to heavy fines & Penalties % 524 | a4 18 11 56 100
Tax system affects the production & distribution | No | 33 69 41 78 29 250

12

wealth seriously % 13.2 (276 |16.4 |31.2 |11.6 | 100
No | 46 72 50 63 19 250
% 18.4 | 29 20 25 7.6 100
No | O 0 76 82 92 250
% 0 0 304 |32.8 | 36.8 | 100
No | 45 68 54 71 12 250
% 18 272 | 216 |28.4 |48 100
No | 110 |72 59 9 0 250
% 44 28.8 | 236 |36 |0 100
No | 122 |64 40 24 0 250

0

0

0

53

13 | Fear of tax audits and prosecution

14 | Exaggerating business expenses to reduce theatahtyi

15 | Business Friends are reporting and paying tax hiynes

16 | Tax is an obligation and say no to tax evasion

17 | Tax avoidance is a key for tax planning % 288 256 16 96 100

No | 162 |44 39 5 250
% 64.8 | 17.6 | 156 |2 100
No |21 60 45 71 250
% 8.4 24 18 28.4 | 21.2 | 100
20 It is every taxpayer’s civic responsibility to phig or her| No | 135 44 110 24 12 250

correct taxes. % 54 176 | 44 9.6 |4.8 100
Sources:Primary data

18 | No sufficient awareness about tax saving schemes

19 | Many people report all of their income to Revenue.

The scores of 250 sample individual business clase calculated. An individual is the mere summatd the

scores secured from the 20 statements. The scbths cespondents range from 20 to 100. The avesages is 60. The
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respondents were grouped into two on the basisarbge score, in the first group, those who haweestabove 60 and in
the second group, and those who have score belowwgther, for the purpose of in depth analysis, ibspondents are
grouped into three groups, viz., Low level of atli¢ towards tax planning, Moderate level of atgtudwards tax

planning, and High level of attitude towards taarpling. Those who score between 20 and 50 arethmse who score

between 51 and 60 are moderate, and those who @cove 60 are high. The data collected are presémtable 3.

Table 3: Attitude of the Individual Business Clasgsowards Tax Planning:

S. No | Level of Attitude | No. of Respondentg Percentage
1 Low (<50) 56 22.4
2 Moderate (51-60) 102 40.8
3 High (>60) 92 36.8
Total 250 100

Sources:Primary data

The above table reveals that out of the 250 sampligidual business class, 22.4 % have low levehtttude,
40.8 % have moderate level of attitude, and 36.8a3e high level of attitude towards tax planninefie are several

factors which determine the attitude of the sammpdévidual business class are analysed as follows:

Table 4: Gender and the Attitude of Individual Bushess Class towards Tax Planning:

Attitude Towards Tax Planning
S. No | Gender Low Moderate High Total
1 Male 36 72 77 185
2 Female 20 30 15 65
Total 56 102 92 250

Sources:Primary data

It is observed that among the male sample asse$9et5% have low level of attitude towards tax piag,
38.92% have moderate level of attitude towardsplaxning, 41.62% have high level of attitude toveatax planning,
whereas 30.77% of the female sample individualri®ss class have low level, 46.15% have moderag?, [28.08% have

high level of attitude towards tax planning.

Hypothesis: There is no significant relationship between geraled the attitude of individual business class
towards tax planning.

Result: The table-4 explains the relationship between gerghd attitude towards the tax planning. The
calculated value of chi-square 7.86 which is gmetiten tabulated value of chi-square 5.991 at 58l lef significance.
Hence it is highly significant and the null hypatieis rejected at 5% level of significance. Hetloere is association

between gender and the attitude towards mutuakfund

Table 5: Age and the Attitude of Individual Busines Class towards Tax Planning:

Attitude Towards Tax Planning
=5 N0 e Low Moderate High el
1 21-30| 16 10 9 35
2 31-40| 14 38 18 70
3 41-50| 15 31 29 75
4 51-60| 11 23 36 70
Total 56 102 92 250

SourcesPrimary data
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From the data collected, it is observed that antbegsample individual business class in the agem&i-30
years, 45.71 % have low, 28.57 % have moderate 2&iR2 % have high levels of attitude towards t@oping. In the
age group of 31-40 years, 14.29 % have low, 54.88% moderate, and 31.42 % have high levels d@id#titowards tax
planning. In the age group of 41-50 years, 20 %eHaw, 41.33 % have moderate, and 38.67 % have leigtls of
attitude. In the age group of 51-60 years, 20 %eHaw, 33.33 % have moderate, and 46.67 % havelbigts of attitude
towards tax planning. In the age group of above8®, have low, 32 % have moderate, and 60 % haye leivels of

attitude.

Hypothesis: There is no relationship between age and theud#itof individual business class towards tax

planning.

Results: Chi-square test was applied to find out whetherethg any significant association between the dge o
the individual business class and their attitudearals tax planning. The calculated value of chiasqus 23.40 which is
greater than the table value of 12.6 at 5% levdigrfificance. Since the calculated value is grethi@n the table value, it
is inferred that there is significant associati@iween the age of the individual business classtlagid attitude towards

tax planning. Hence, the hypothesis is rejected.

Table 6: Marital Status and the Attitude of Individual Business Class towards Tax Planning

S No| Marital Status Attitude Towards Tax Plan_ning Total
Low Moderate High
1 Married 21 76 78 175
2 Unmarried 35 26 14 75
Total 56 102 92 250

Sources:Primary data

It is inferred from the above table, in the marrgaanple individual business class, 12 % have 1@w%31% have
moderate, and 44.57 % have high levels of attitioseards tax planning. In the unmarried sample iicilial business
class, 46.67 % have low, 34.67% have moderatel&r&¥% have high levels of attitude towards taxipiag.

Hypothesis: There is no relationship between marital statubstae attitude of individual business class towards

tax planning.

Result: Chi-square test was applied to find out whetherafis any significant association between the talari
status of the individual business class and théitude towards tax planning. The calculated valfiehi-square is 38.72
which is greater than the table value of 5.99 atl®l of significance. Since the calculated vakigreater than the table
value, it is inferred that there is significant@sation between the marital status of the indigidousiness class and their

attitude towards tax planning. Hence, the hypothissiejected.

Table 7: Educational Qualification and the Attitude of Individual Business Class towards Tax Planning

_ Attitude Towards Tax
| G Plaming | 1
Low | Moderate | High
1 Higher Sec 13 19 8 40
2 UG 29 41 20 90
3 PG 19 30 47 85
4 Professional 6 12 17 35
Total 56 102 92 250
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Sources: Primary data

From the data obtained, it is ascertained that gntbe sample individual business class with Highecondary
level of education, 32.5 % of individual businessss have low, 47.50 % have moderate, and 20 % higbtelevels of
attitude towards tax planning. In degree holdezsel, 20 % have low, 45.56 % have moderate, andid3% have high
levels of attitude towards tax planning. In postaduates’ level, 22.35% have low, 35.29% have naideand 42.35%
have high levels of attitude. In professional dedevel, 17.14% have low, 34.29% have moderate 486l7% have high
levels of attitude.

Hypothesis: There is no significant association between thecational qualification and the attitude of

individual business class towards tax planning.

Result: Chi-square test was applied to find out whetherdhis any significant association between educatio
qualification and their attitude towards tax plamniThe calculated value of chi-square is 9.65 widdess than the table
value of 15.5 at 5% level of significance. Since tlalculated value is less than the table valus,ififerred that there is no
significant association between educational qualffon and the attitude of individual business lasvards tax planning.

Hence, the hypothesis is accepted.

Table 8: Nature of Business and the Attitude of Intvidual Business Class towards Tax Planning

S. No | Nature of Business At TEHWEES ER Plan_nmg Total
Low Moderate High
1 Manufacturing 3 10 5 20
2 Whole sale 11 16 18 45
3 Retail 13 37 20 80
4 Services 11 17 17 45
5 Works Contract 10 8 4 20
6 Speculators 8 14 28 40
Total 56 102 92 250

Sources:Primary data

The analysis of the data regarding the nature okwd the sample individual business class andr tlesiel of
attitude towards tax planning reveals that amorgnianufacturer sample, 15% have low, 50% have rateleand 35%
have high levels of attitude towards tax plannimgwhole seller, 24.44 % have low, 35.56% have maide and 40%
have high levels of attitude towards tax plannimgRetailer, 16.25% have low, 46.25% have moderatd, 37.50 have
high levels of attitude towards tax planning. Imvéee providers, 24.44 % have low, 37.78% have matge and 37.78%
have high levels of attitude towards tax plannimgworks contractors, 50% have low, 40% have maddersnd 10% have
high levels of attitude towards tax planning. Ieaplators, 20% have low, 35% have moderate, and % high levels

of attitude towards tax planning.

Hypothesis: There is no significant association between theireaof business and the attitude of individual

business class towards tax planning.

Result: Chi-square test was applied to find out whetherdhs any significant association between theraatii
work of and the attitude of individual businessseldowards tax planning. The calculated value ofsghare is 16.83
which is less than the table value of 18.31 at 8%l of significance. Since the calculated valuéegs than the table
value, it is inferred that there is no significaagsociation between the nature of work and theud#iof individual

business class towards tax planning. Hence, thethgpis is accepted.
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Table 9: Number of Earning Members and the Attitudeof Individual Business Class towards Tax Planning

: Attitude Towards Tax Planning
S. No | Earning Members Low Moderate High Total
1 One 38 41 36 115
2 Two 12 45 28 85
3 Three and above | 6 16 28 50
Total 56 102 92 250

Sources:Primary data

It is inferred from the above table, among the dammividual business class with one earning meamd@ 04%
have low, 35.65% have moderate, and 31.30% haveléigls of attitude towards tax planning. In twvasréng members’
level, 14.12% have low, 52.94% have moderate, @18436 have high levels of attitude towards tax piag. In three or
more earning members’ level, 12% have low, 32% haeelerate, and 56% have high levels of attitudeatde tax

planning.

Hypothesis: There is no relationship between number of earmiegbers and the attitude of individual business

class towards tax planning.

Result: Chi-square test was applied to find out whetherel® any significant association between the nurobe
earning members in the individual business classlilfes and their attitude towards tax planninge Talculated value of
chi-square is 21.90 which is greater than the tablae of 9.49 at 5% level of significance. Sinbe talculated value is
greater than the table value, it is inferred that¢ is significant association between the nurobearning members in the

individual business class families and their attittowards tax planning. Hence, the hypothesigjécted.

Table 10: Monthly Income and the Attitude of Individual Business towards Tax Planning

Attitude towards Tax Planning
S. No | Monthly Income Low Moderate High Total
1 Up to 20000 20 17 8 45
2 20000-30000 10 29 21 60
3 30000-40000 17 33 30 80
4 40000-50000 5 11 19 35
5 Above 50000 4 12 14 30
Total 56 102 92 250

Sources:Primary data

From the above table, it is inferred that the sampbividual business class with up to 20000 incdewel,
44.44% have low, 37.78% have moderate, and 17.78% high levels of attitude towards tax planning20000-30000
income level, 16.67% have low, 48.33% have moderaid 35% have high levels of attitude towardsgkaning. In
30000-40000 income level, 21.25% have low, 41.2%8etmoderate, and 37.50% have high levels of dditawards tax
planning. In 40000-50000 income level, 14.29% Hawe 31.43% have moderate, and 54.29% have higHdef attitude
towards tax planning. In above 50000 income le¥8I33% have low, 40% have moderate, and 46.67% higbelevels

of attitude towards tax planning.

Hypothesis: There is no significant association between thathig income and the attitude of the individual

business class towards tax planning.

Result: Chi-square test was applied to find out whetherdhs any significant association between the hignt
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income of the individual business class and indigidusiness class' attitude towards tax planrihg.calculated value of
chi-square is 22.71 which is greater than the tahlee of 15.5 at 5% level of significance. Sinbe talculated value is
greater than the table value, it is inferred that¢ is significant association between the morntidgme of the individual

business class and their attitude towards tax plgnilence, the hypothesis is rejected.
FINDINGS OF THE STUDY

There is much difference in the attitude of the enahd female sample individual business class tsveax
planning. The tax planning of the respondents #eeted in respect of their age level. The respatgiettitude towards
tax planning are influenced in respect of theiritalistatus. The sample shows that there is muéérdince in educational
qualification of the individual business class dheir attitude towards tax planning. There is digant difference in the
individual business class with different naturesas$iness in their levels of attitude. The attitedéndividual business
class towards tax planning does change accorditiftetaumber of members earned in the family. déar from the study

that the attitude of the individual business clasgards tax planning are affected in respect df thenthly income.
CONCLUSIONS

This study disclosed the individual business ctessessees’ attitude towards tax planning. As tebsis people
contribute the significant part of the financiaboerces for the government by means of variousstageh as Sales tax,
Income Tax, Excise Duty and Customs Duty, it habadhe concern of the government to offer theniouartax saving
schemes which will help the business class indadisitio save their money by investing in it. It nfagilitate them to

minimise their tax liability which will helps to pa full stop for tax evasion.
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