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PREFACE 

India, being a welfare state, levied and collected direct taxes and indirect taxes for the 

economic development of the country. The income tax particularly personal income tax 

is a direct tax levied under Income Tax Act, 1961 on person in relation to his income 

earned in the country. It is the duty of every citizen to pay income tax due in time and 

contribute towards the economic development of the nation and not to resort any 

dishonest mean to evade the payment of tax. In order to perform a duty for the nation, 

one has to assess the income from the all the sources and determine tax liability in 

accordance with the income tax laws and pay tax to the government in the prescribed 

manner. 

For this purpose, every individual has to make proper investment and tax planning in 

the framework of income tax laws in such a way that  full advantage is taken  of all 

deductions, exemptions, rebates, allowances, other reliefs or tax incentives and thereby 

minimize his/her tax liability. Thus, investment and tax planning are the two exclusive 

elements of financial planning of an individual to reduce the tax burden to all possible 

extent in a legal manner and ensures his /her economic wellbeing in future. 

Although it is bounded duty of every tax payer to discharge income tax liability, efforts 

made towards savings and thereby seek exemption under the income tax regulatory 

regime, directly or indirectly contribute toward enhancing own financial strength as well 

as improving national economy.  

The present study exclusively is concerned with investment and tax planning of middle 

income group employees in public sector banking and insurance organizations in Pune 

District, Maharashtra state.  

In this view, present book is organized into six chapter. First chapter discusses the 

conceptual framework of investment and tax planning to provide basis for the study. 

Second chapter gives review of literature to explore the different dimensions of the 
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investment and tax planning. Third chapter relates to Research Methodology that 

focuses on statements of hypotheses, research methodology adopted for the study, 

method of selecting and designing sample, nature of study and sources from where data 

has been collected, and tools and techniques used for data analyses and hypotheses 

testing.   

Next chapter, the forth, gives Legislative Framework in Respect of Investment and Tax 

Planning. The fifth chapter concerns with analysis and interpretation of data. In this 

chapter, the primary data collected with the well- structured questionnaires from the 

middle income group of employees working in public sector banks and insurance 

organizations located in the study area of Pune District have been analyzed and 

interpreted in order to draw logical inferences. After having the review, analysis and 

interpretation of primary and secondary data, the last chapter includes the findings, 

suggestions thereof and policy implications to make better investment and tax planning 

of the middle income group employees of banking and insurance public sector 

organisation.  

I hope that this compilation of the research work shall help in developing and 

affirmative eco system in the minds of the middle income groups with steady income 

source toward savings while discharging  their income tax obligations. 
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1.1:  Introduction: 
Tax is certain but no one likes to pay for it. However, in any welfare state, it is levied by the 
government as a compulsory charge on public for economic development of the country. India, 
being a welfare state, levied and collected direct taxes and indirect taxes for the economic 
development of the country. The income tax particularly personal income tax is a direct tax 
levied under Income Tax Act, 1961 on person in relation to his income earned in the country. It 
is the duty of every citizen to pay income tax due in time and contribute towards the economic 
development of the nation and not to resort any dishonest mean to evade the payment of tax. In 
order to perform a duty for the nation, one has to assess the income from the all the sources and 
determine tax liability in accordance with the income tax laws and pay tax to the government in 
the prescribed manner. For this purpose, every individual has to make proper investment and tax 
planning in the framework of income tax laws in such a way that  full advantages is taken  of all 
deductions, exemptions, rebates, allowances, other reliefs or tax incentives and thereby 
minimize his tax liability. Thus, investment and tax planning are the two exclusive elements of 
financial planning of an individual to reduce the tax burden to a possible extent in a legal 
manner and ensures his /her economic wellbeing in future. In this view, present chapter 
discusses the conceptual framework of investment and tax planning to provide basis for the 
study.  The chapter is organized into two parts. The part one explained the various dimensions 
of investments with respect to salaried assessees and part second deals with tax planning and its 
facets under the Income Tax Act, 1961. 

1.2: Notions of Investment and Tax Planning: 
Investment and tax planning are the two important phases of managing financial state of affairs 
of an individual for meeting his financial goals. These two notions plays very vitol role in the 
economic development of an individual who is looking for secure and stable economic life. 
Besides, these notions are also important in economic development, controlling inflation, 
maintaining stability and enhancing employability particularly in developing country like India. 
Thus, investment and tax planning are two mutually exclusive notions which are not only 
determine the economic survival of an individual but also facilitate the economic development 
of the country. In order to conceptualize framework of the present study, these two notions are 
narrated below: 

1.2.1: Concept of Investment: 
The Word ‘Investment’ interpreted in many ways with respect to different theories and 
principles by the different scholars over the period of time. It is generally defined in relation to 
savings since it is common practice of the people to keep aside a certain part of earning to invest 
in the financial products for generating income in future. In the present context, investment is 
the deployment of funds to earn additional income .  investment is the commitment of funds 
which is saved from current earning with expectation of good returns will be received in future. 
Thus, investment is the savings of individual which is invested in financial products depending 
on their safety, risk, liquidity and return, demands,  liquidity and availability of avenues with 
various financial institutions. 

Over the period, many scholars interpret the concept ‘Investment’ in their own philosophy. 
However, the essence about its meaning is same among them.  William F. Sharpe1 is well-
known scholar has defined the Investment as “It is the sacrifice of certain present value for some 
uncertain future value,” While F. Amling2 defined it as,  “purchase of a financial asset that 
produce a yield that is proportional to the risk assumed over some future investment period”.  In 
simple words, investment is conversion of cash in to monetary asset, a claim on future money in 
terms of return. Thus, the concept of investment is two dimensional which included economic 
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investment and financial investment. The economic investment means the amount invested in 
stock of capital like plant, machineries, materials, etc. in an enterprise for the production of 
goods. On the other hand investment is a conscious act of employee or entity which includes 
engagement of funds in securities by financial, commercial or governmental institutions with an 
object to the desired returns in terms of interest, dividend, capital appreciation or any monetary 
benefits. With this background, we can say that the investment is nothing but saved from current 
consumption with the hope getting some benefits in future. Thus, investment is reward of 
waiting for funds. 

1.2.1.1: Objectives of investments: 
Normally investments are made by an individual to the following objectives: 

1. Beating Inflation: Investments are generally made to face the cost of inflation since idle 
money cannot appreciate the value of money but reduces the value of money over a period 
of time. 

2. Better Economic Life: Investments are made to making provision of uncertain future. It is 
always accepted that ‘better investments for better tomorrow’ Hence, better invest in 
present secures the future. 

3. Reduction in Tax Liability: Investments are specifically made in some financial products 
would be used to reduce the tax liability. Since investing in proper investment avenues 
under the Income Tax Act is basic need of every individual to reduce incidence of tax 
liability. Hence, almost taxpayers make investments to reduce their tax liability through the 
efficient tax planning. 

4. Meeting Ultimate Goals: Investments are essential requirement of every individual to 
make arrangement of his/ her financial state affairs to achieve specific goals according to 
the stages of life cycle. 

5. Healthy Economic Growth: Investments are made to earn regular and stable income or 
increase in the capital value of the investment over a period of time for the healthy 
economic survival of an individual in the ever changing financial scenario. 

6. Generating Alternative Earnings: Investments are made to secure future by generating 
alternative earnings with the best investment options apart from the regular income of an 
individual. 

7. Securing Family Life: Investments are essential to secure family life and meeting 
unexpected expenses to be incurred in future. Normally, many fixed income class of 
employees investing their income for caring and securing family life. 

8. Increase Dynamic in Investments: The investors usually design a set of investments for 
seeking to realize its defined investment objectives. Apart from the selectivity and 
periodicity of investment, is the most important factor in the designing the set of 
investments. Many times the investor may diversify their current set of investments for 
reducing or limiting risk of investment and maximizing returns with changing market 
conditions. 

9. Minimizing Litigations: Litigations may be raised because of non-compliance of tax laws. 
Sometimes, the taxpayers’ particularly salaried employees may be forced to invest in 
specified investment avenues to reduce tax incidence and at the same time to minimize tax 
litigations. In the present tax regime, making effective tax compliance and reducing tax 
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liability within the legal framework, the minimization of litigations becoming an ultimate 
objective of investment and tax planning. 

1.2.1.2: Types of Investment Avenues: 
Investment avenues mean the various alternative/options available with an investor to 
channelize his funds at most profitable manner. It is also called as investment schemes or 
instruments for investment. There are various of investment avenues  in the market for making 
investment at most profitable manner. Generally the investment avenues are classified into 
marketable/liquid, non-marketable and physical investment avenues. 

A. Marketable Investments Avenues:  Marketable investment avenues are the financial 
securities that are easy traded in the market and can be converted in cash in a short period 
of time. These are also known as transferable investment avenues since these are simple 
transfer by specified way. 

1. Equity Shares: Equity investment is a kind of owned capital investment. Equity share 
holder gets ownership stake in the company.  It is risky type of investment. But at a similar 
time jointly capital investment will earn high rates of returns which are able to push up the 
returns of the entire portfolio. 

2. Preference shares: Preferential rights involves in preference shares. Preference 
shareholders gets fixed dividend. Preference shareholders do not get the benefit of voting 
powers. So it is also called as ‘non-voting shares’. It is perpetual liability of company. 

3. Debentures: Debentures investment avenues is a borrowed capital for organisation. There 
are various debentures like convertible, unsecured, registered debentures etc. Debenture 
holder investor gets fixed and regular rate of interest. 

4. Bonds:  For specified period of time a fixed annual sum of interest receives to bond 
investment holder. It is like debenture investment. 

5. Government Securities: Government securities are issued by central and state. These 
securities are more secured since the government provided guarantee and security about the 
claim. The government securities are secured investment instruments. 

6. Treasury bill: Basically, the treasury-bill is a short term borrowing by the central 
government from public. Generally, the treasury-bill is raised by the government to meet 
the deficit between receipts and expenditure. On behalf of government, Reserve Bank of 
India, issued treasury-bill. 

7. Saving Certificates: Today, purchasing of saving certificate is the most popular 
investment avenue for fixed income group investors. The rates of interest and maturity 
period are stipulated in the certificates. Some of the certificates are also benefited for tax 
saving. 

B. Non-marketable Investment Avenues: 
Non-marketable investment avenues are those investment securities which are not  marketable 
and convertible in to cash in a small period of time. These are follows: 

1. Bank fixed Deposits: It is also called as term deposits. Minimum for thirty days 
investment is available as a bank fixed Deposits. It is not only safe and secure but high 
liquid form of investment. The investor can take loan against fixed deposits with minimum 
rate of interest. Hence, the investment in fixed deposits for longer period may give high 
rate of interest. 
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2. Post office Deposits and Savings:  Post office gives fixed deposit and monthly income 
schemes facilities similar to commercial banks. The fixed deposits in the multiple of Rs.50  
with 1 to 5 years with varying degree of interest rate having half year interest credit and 
annual interest paid off facility are available with the post offices.  However no withdrawal 
is allowed before six months. These deposits can be pledged as security. Besides, the 
monthly financial gain theme is a low risk saving instrument, which availed through any 
post office. The interest rate of post office savings is more as compare to bank fixed 
deposits. 

3. Public Provident Fund (PPF): It is a savings instrument with a maturity of fifteen years. 
A PPF account is opened through a nationalized bank at any time. Tax edges are availed 
for the amount dowered and interest accumulated is tax-free. It is priority tax saving 
instrument for individuals. In any nationalized banks individual can open the account. Rate 
of interest of PPF account is more than the fixed deposit account. PPF includes 15 years of 
locking period where investor can not withdraw the money. Under section 80C investor can 
avail deduction. 

4. Life Insurance Policies: LIC policy represents today’ sacrifice to give future benefit. 
Many investment schemes are available under Life Insurance Policies to investors. These 
schemes promote saving and besides supplying insurance converge to policy holders. L1C 
is that the biggest life insurance company in India. There are many schemes of LIC like 
Endowment assurance policy, Life policies, Whole Life Policy, Unit Linked Plan, Term 
Assurance, Jeevan Sathi, Money back policy etc. 

5. Mutual Funds: Mutual funds relates with stock market which provide opportunities to 
speculate in capitalization corporations. Many types of investment avenues are available to 
the investors under the roof of Mutual funds.  Selecting mutual funds involves several of 
similar concerns as selecting stocks. Now a day, the investor opts for mutual fund. This 
investment is nothing but collective investment. In India till 1986 the Unit Trust of India 
was the only mutual fund. From there public sector organizations like banks and insurance 
companies allowed to come up as subsidiaries business under mutual fund. So some of the 
banks like Canara Bank, LIC, GIC, and Bank of India entered in this industry. From 1992 
mutual fund industry was opened to private organizations as well. In response many of the 
private sector mutual funds have been set up under mutual fund business like Birla Mutual 
Fund, HDFC Mutual Fund, Prudential ICICI Mutual Fund, Reliance Mutual Fund, 
Standard Chartered Mutual Fund etc. 

6. Employee Provident Fund Scheme: Majority of employees opt for provident fund 
scheme. For every employee, separate account opened and amount is credited provident 
fund account by debiting salary amount. Employee can contribute more amount to 
provident fund scheme. 

7. National saving certificate: Post office investment offers with multiples of Rs. 500. 
Investment in this certificate gives tax deduction under section 80C. 

8. National Savings Scheme (NSS): It offers tax deduction under section 80C. this savings 
scheme does not offer premature withdrawal except death. National savings schemes 
investment offer by post office. 

B. Physical Investment Avenues: 
Physical investment avenues are the investments in physical or real assets like land, house, flat, 
gold, slivers or other precious stones/ items. The major physical investment avenues are: 
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1. Real Estate: If expected returns are more than investment in land is made by investors. For 
future development of plans of location linked with the real investment. Land investment is 
usually connected with the long run development. Investment in real estate is always 
booming. 

2. Gold/Silver: It includes physical assets like gold, silver, precious metals and antiques. 
Jewels traditionally appreciate at concerning the speed cash inflates. As compare to 
investment in car and home, Jewellery, and diamonds have a lot of "intrinsic value". 
Diamonds as associate investment involving shopping for and marketing for profit. The 
bullion offers investment chance within the type of gold, silver, and different precious 
metals, specific classes of metals square measure listed within the metal exchange. 

3. Arts: Investment in the art items like paintings is emerging now a day. It becoming 
trending investment avenue to invest in upcoming paintings whose prices will rise in the art 
market over the years and is expected to continue. 

1.2.1.3:  Factors affecting the selection of Investment Avenues: 
There is no hard and fast rules that determines selection and level of investment made by the 
individual investor especially salaried class of investor. However, there some common factors 
which will influence the selection of Investment Avenue and extent of investment therein. These 
are briefly narrated as under: 

1. Safety and Security: Safety and security refers to protection of principal amount and 
expected rate of return. Safety and security is essential and crucial factor which may be 
affect selection of an investment avenue. Every investor expects to get back the initial 
capital on maturity without loss and delay. When investor prefers safe and secure 
investment avenues, he chooses government securities instead of private securities. 

2. Risk Tolerance: Risk tolerance is the crucial factor to be taken into account for selecting 
the investment avenue for investment. Risk tolerance is an investor’s ability to take risk or 
tolerate risk of a particular investment. Almost all the investments are risky and an investor 
has to decide how much he willing to tolerate market risk.  The phrase, ‘no pain- no gain’ 
indicates relationship between risk and reward. 

3. Regular Returns: Regular and stable return is the most common factor to be considered 
by many investors in order to meet their routine payments by investments like pensioners. 
Some of fixed rate of return investments are generally preferred by the investors who 
expecting regular and stable returns from their investments. 

4. High Returns: Investments are made for deriving return in the form of interest, dividend 
or capital appreciation. The extent of return from investment is depends on the nature of 
investment and risk associated with it. The investors expecting high returns, prefers 
corporate securities and unit linked securities for investments. Hence, the factor high return 
is also measured while investing. 

5. Liquidity: An investment which is easily convertible in to cash without loss of money and 
time is called as liquid investment. The liquidity is one of the important factors to be 
considered while selecting an investment avenue. An investor generally thinks about the 
minimum amount of liquidity to his investment to meet emergencies. 

6. Tax Benefits: Investment avenues having tax benefits are most popular among the 
taxpaying investors. The investment avenues which offer tax benefits commensurate to risk 
with safety and liquidity are most ideal among the salaried class of investors. Most of the 
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investors give due consideration to tax benefits while selecting investments avenue in their 
financial planning. 

7. Easy Purchasing: Generally, investments are made by two modes such as direct investing 
and indirect investing. In direct investing, investors purchase and sell the financial products 
and manage individual investment portfolio themselves. In case of indirect investing, 
investors buying and selling the financial products through the financial intermediaries 
(financial institutions). In both the cases, investors likely to invest in those investment 
avenues which are easy to purchase and also financial services about them are easily 
available and accessible. Therefore easy purchasing with accessible financial services is 
one of the attributes to be taken into account wile selecting investment avenues for 
investing. 

8. Marketability: The marketability is one of the important characteristics of investment. It 
refers to the investment that can be brought, sold or traded on public exchanges. Thus, 
marketability is an attribute of investment that means the investment can be traded at any 
point of time.  Generally, every investor take into account the marketability of investment 
while selecting investment avenues for investment because  it can satisfy the urgent need of 
finance in case of emergencies. 

9. Simplicity:  The simplicity is an easy and simple process of investing money in a 
particular investment avenue. Many of the investors expect the easy and simple procedure 
to investment in a specific investment avenue. The fixed income investors also taken care 
about the simplicity with regular return from investment while invested their savings. 

10. Diversification: Diversification in investment is one of the important factors to be taken in 
to account while selecting investment avenues for investments. The diversification allows 
an investor to reduce risk in a particular investment and improve potential investment 
returns. By diversification the investor can spread over the risk on different investments, 
since loss on one investment avenue can be recovered by gains on other investment avenue. 

11. Periodicity: The periodicity of investment is the total length of time that an investor 
expected to hold an investment. The periodicity often determines how much risk an 
investor expected to bear. When a period of investment is less that means an investor has to 
take less risk while period of investment is larger, the investor has taken more risk. Thus, 
maturity period of investment and risk are correlated and to be considered while selecting 
investment avenue for investment. 

12. Availability of Funds: Availability of funds is the factor that can influence selection of 
investment avenues in long run. The investors with high level of savings may use more 
funds in diversified investments to maximize returns, while the investors with small level 
of savings falls to channelize their funds into diversified investments to secure better 
returns. The extent of funds available with the investor is determining factor to choose a 
particular type of investment to get maximum returns. 

13. Capital Growth:  Capital growth or capital appreciation with respect to investment is an 
increase in the value of financial assets or investment over a period of time. It is difference 
between book value and market value of an investment. An investor seeking high growth 
might invest long term investments with high rate of return while the investors seeking low 
growth might invest in short- term investments. 
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1.2.1.4: Types of Risk Associated with Investments: 
The prime characteristic of any investment is risk associated with it whether the investment may 
be short term or long term. Various types of risks associated with different investment avenues. 
However some of the common risks usually related with the different investment avenues are 
summarize below: 

1. Business Risk:  Business risk is related to the performance of the business in its investment 
avenue funds is invested by the investor. This type of risk is usually associated with the 
corporate securities. It is performance based risk which may lead the fluctuation in the 
value of return. 

2. Systematic Risk: The risk which is caused due socioeconomic aspects prevailing in the 
country which is commonly called as market risk.  The market risk will affect the return on 
investments. 

3. Non-systematic Risk: It is the threat associated with investing only one Investment 
Avenue which returns might fluctuates frequently. It is specific risk or diversifiable risk 
which exists but not planned and can be occurred any point of time due to unexpected 
causes. 

4. Interest Rate Risk:  The efficiency of any investment is depends on the rate of return on 
investment. The rate of return risk may be occurred due changes in the rate of interest in 
the market over the period of time.  Although the rates of interest on the financial products 
are regulated by financial system itself, it may be varies from product to product depending 
upon the period of investment. The risk of change in the interest rate due to socio-economic 
conditions in the market affects the return on investments and value of money. 

5. Reinvestment Risk: Investment in same avenue in every year may not give the same 
return in every year. The value of money, purchasing power of money always changes as 
per market situation. It varies according to the social, economic, and political or market 
conditions. 

6. Liquidity Risk: Investment should be anytime marketable or sellable in the market. 
Investor can liquidate it as per requirement. When liquidity is high return may be low and 
vice-versa. 

1.2.1.5: Process of Investment: 
There is no standard process for making investment for the purpose of tax planning. However, 
there some common steps usually taken up in investing funds in financial assets. The process of 
investment in the common parlance with tax planning is briefly summarized as under: 

1. Determine Financial Affairs and objectives: 
This the preparatory stage for investment. In the stage the salaried class of investor has to 
determine his financial state affair and objectives of investments. For this purpose, he has 
analyze sources of income, extent of savings and short term and long term objectives of making 
investment. He should also see that his capacity to raise funds for emergency, factors of safety, 
security, liquidity, marketability of investment. Thus, this stage is mainly concerned with 
identification of appropriate investment avenues and their characteristics with respect to 
available funds. In short, he needs to assess the current market situation and should correlate 
with self-objectives. 
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2. Analysis of Investment Avenues:  
once a set of investment avenues has arranged in a logical order in an investment plan, an 
individual salaried employee has to make comparative analysis of the investment avenues 
planned for investment with respect to type of investment, types of offering organization, rate of 
return, periodicity, risks associated with each of the investment. This stage mainly deals with 
estimation about expected returns, risk and future trends of investment. 

3. Evaluation of Investment Avenues: 
This the most important stage in the process of investment. In this stage, the salaried employee 
should evaluate the monitory value of investment at present and annuity value in the future by 
using appropriate weights. The comparative evaluation should be made with market price and 
relative value of each of the investment avenue on its own merit and decide an ideal set of 
investment avenues for investment. 

4. Define Investment Target: 
After having the monitory evaluation of investment avenues, investor has  to define Investment 
target by assessing risk and return characteristics of investments, growth in principal, liquidity 
and marketability of investment. In this stage he has to step-up towards the investment timing, 
selection of investment, allocation of savings to different investments and trend analysis and 
defines the investment target. However the basic principle of high risk gives high return and low 
risk gives low profits should be resorted to assess the length and type risk associated with each 
of the investment e.g. fixed deposits or post office deposits is considered more safe and secure 
type of investment avenue but whatever interest gets on it may reduce the value of money and 
purchase power of money. 

5. Select Asset Allocation:  
This is the stage of actual commitment of funds in financial assets. In this stage investor has to 
make investment in the selected set of investment avenues which has targeted.  The diversified 
investment target should be adopted for getting good returns. The diversified investment target 
generally reduces overall risk of investment and also satisfies the demand of investor. 

6. Regulating and Monitoring:   
This is last stage of investment process. It is related to regulating and monitoring the 
investments avenues. In this stage, the investor has to measures the output or return on 
investments. For this purpose, the investor should periodically analyze the returns on the 
investment depends upon the nature and type of investment and restructure the set of 
investments whenever necessary. As far as long term investment is concerned, investment 
process is never end. 

After having the overall description about the concept of investment its different dimension, it is 
clear that the investment is a challenging activity for salaried class. 

1.3: Tax Planning: 
As per the Income Tax Act, 1961, every person who earns income in India is liable to pay tax in 
relation to his income that would be an assessee of an individual, a business or an organization. 
In order to minimize tax liability, an assessee may resort tax planning. In the context of reducing 
tax liability and achievement of financial goals, tax planning is the most important activity of 
financial planning of an assessee in India.  Tax planning is especially essential for every salaried 
taxpayer to secure his future and invest such a way to reduce tax deductions and increase the 
amount of take home salary. Thus, tax planning under the Income Tax Act, 1961 is an 
arrangement of financial affairs of an assessee to minimize of tax burden by availing the 
benefits of all exemptions, allowances, rebates, reliefs so on. However, most of the salaried 
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taxpayers in our country carried out tax planning as one time activity by restricting it to just tax 
saving instruments. In fact, tax planning is much wider concept which not only covers various 
aspects of tax compliance but also focuses minutely on the need of reducing one’s tax liability. 
Therefore, it is worthwhile to understand the tax planning and its facets with respect to Income 
Tax Act and allied laws. 

1.3.1: Concept of Tax Planning: 
Tax planning in simple words refers to predicting the tax liability of a person on the basis of 
his/her expected income from various sources and taking necessary steps to ensure that the tax 
liability is to be minimized and proper and timely tax compliance is to be made under the tax 
laws. Some of the definitions of tax planning are reproduced below: 

“Tax Planning means systematic arrangement of the financial affairs of a person in such a 
manner so as to obtain the maximum advantage of the deductions, rebates, exemptions, and 
reliefs provided in tax laws and thereby minimize tax liability (Yogendra Bangar et.al, 2018)4. 

“Tax Planning refers to the tax payer’s ability to manage personal taxation issues such as 
computation of tax liability, tax savings, and payment of taxes on time and timely filing of tax 
returns”. (Vito Tanzi & Howell Zee, 2001)5. 

By considering the above definitions, it is conclude that the tax planning is tool which is used to 
minimize tax liability by the excellent use of all available allowances, exclusions, exemptions, 
rebates, reliefs, etc. to trim down the taxable income of an assessee. By analysis of the 
definitions, the tax planning entails the following key aspects: 

 Tax planning is not avoidance to payment of tax. 

 It is not done with an intension to defraud the revenue. 

 It is conducted before accrual of income not after the application of income. 

 It is resorted at the source of income. 

 Tax planning transactions must be in accordance with true nature and should be correct 
form and substance. 

 It is done within the framework of income tax laws prevailing in the country. 

Thus, tax planning is a method of careful planning and intellectual application expert knowledge 
with a view to securing tax benefits, while keeping in mind the interest of the state and public. 

1.3.2: Features of tax Planning: 
The tax planning has the following common features: 

1. Reducing tax Liability: Tax planning specifically is that it results in the reduction of tax 
liability of an assessee and ensures that an assessee has more disposable income. 

2. Planning in Advance: Tax planning is done in advice. It is regularly carried out at the 
beginning of the year in order to ensure that tax liability is to be reduced to maximum 
possible level by the arrangement of financial state of affairs. 

3. Based on Investments: Tax planning primarily based on the financial planning in which 
investment are made in tax saving investments available in the market. Hence, tax planning 
is done by making investments in tax-saving investments accessible under the tax laws. 
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4. Continuous yearly Activity: Tax planning is that activity that can be carried out every 
year.  It can be done at the beginning of the financial year continuously unlike other 
investments. Otherwise, the taxpayer take home income will be reduced significantly. 

5. Honest and lawful Activity: Tax planning is to be done as per the requirements of tax 
laws and in accordance with the true spirit in correct form and substance. 

6. Dynamic in Nature: Tax planning is dynamic in nature since every year tax plan will be 
modified according to changes/amendments in the income tax laws and changing financial 
scenario in the country. 

1.3.3: Objectives of Tax Planning: 
Basically tax planning is carried out within the legal framework of income tax laws. Hence, 
every objectives of tax planning cannot be regarded to volition of any requirement of the law 
not defraud the revenue to the government. As far the tax planning measures are in the 
conformity with the law and judicial pronouncements made there under. In this context, 
objectives of tax planning are as under: 

1. Reduction of Tax Liability: 
Tax planning is carried out with an objective to reduce tax liability by managing financial 
affairs of an individual in a systematic manner and availing maximum benefits deductions and 
exemptions admissible under the income tax lax laws. 

2. Minimization of litigations: 
Tax planning is adopted with the provisions of income tax laws and real and legitimate practices 
as envisaged by the court decisions from time to time. Hence, a sound and lawful tax planning 
minimizes the incidence of tax litigations. 

3. Productive investment: 
Tax planning channelize the taxable income of an individual towards the various investment 
schemes for the purpose of harnessing the funds for social projects and also relieving the tax 
payer from tax burden to raise further incomes. 

4. Reduction in cost: 
Reduce of tax liability by tax planning ultimately results in reduction of overall cost and ensures 
more business, more profit and more revenue. 

5. Healthy growth of Economy: 
It is well accepted that the growth and prosperity of citizen is ultimately the growth of nation’s 
economy. The tax planning measures aimed at generating savings through the investment in tax 
saving investments to foster the economic growth of economy of the country. 

6. Economic stability: 
Tax planning facilitates the economic stability by way of generating productive investments 
through tax saving by the taxpayers and harnessing of resources towards projects for national 
important and also acquiring the benefits even from the community which is not liable for tax 
for the general prosperity of the national economy. 

7. Employment generation: 
Tax panning generates  employment opportunities for tax experts, consultants or tax 
professionals in the form of advisory services and also creates employments in trade, industry 
and business through their formation and expansion by diverting investments in the sectorial 
field of the economy. 
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1.3.4: Need and Importance of Tax Planning: 
As a citizen of the country, very person whose income is leviable to tax has to make payment of 
tax to the government. However, every taxpayer is looking forward to save tax as much as 
possible by making financial arrangements within the framework of tax laws. For this purpose, 
no one deny the importance of tax planning, since it is honest and lawful activity to minimize 
tax liability. Apart from the minimization of tax liability, tax planning is important due the 
following reasons: 

1. Assessee can avail all allowances, deductions, exemptions, rebates and reliefs permissible 
under the income tax law up to the date of filing returns. Otherwise he may forego all or 
some of the benefit of the same. 

2. Assessee can arrange his financial state of affairs in a systematic away to minimize the 
incidence of tax. 

3. Tax planning is more reliable for deriving the tax payers to a situation where he will be free 
from severe panel consequences like complaints, penalties and interests. 

4. A taxpayer can make tax compliance in timely and orderly manner 

5. A taxpayer can gain his short and long term financial goals by making fruitful and income 
growing investments in tax saving instruments. 

6. Taxpayer has to enhance his knowledge about the income tax laws so that he can avoid tax 
litigations. 

7. As a citizen of the country, taxpayer can contribute towards the growth and stability of the 
economy. 

8. Taxpayer can make payment of taxes as per the law just not a penny more, not a penny 
less. 

In all, any step taken by the taxpayers towards the tax planning in a legitimate way to avail 
maximum tax benefits and minimization of tax liability in the interest of him will ultimately 
help to the society. 

1.3.5:  Methods of Tax Planning: 
Tax planning is a systematic method of availing all exemptions and deduction as per Income 
Tax Provision Act. Tax Laws have provided various provisions under section 10, and under 
section 80C to 80U with rebates and relief. Following methods are classified of Tax Planning. 

1. Short Term Tax Planning: To invest the money at the end of financial year for 
minimizing the tax liability is called as a short term tax planning. Many times is happens 
without any study investors take decision of investment at end of financial year only for tax 
avoidance. 

2. Long Term Tax Planning : With the proper study and investigation of individual capacity 
and with market conditions,  which investment avenue will become more beneficial 
accordingly investor invest the money by utilization of  exemptions and deductions 
provided as per Income Tax Act. 

3. Permissive Tax Planning: Purposive tax planning takes place for specific motive. Motive 
may different as per expectations of the investors from particular investment avenues.  The 
investor takes decision of investment planning with effective and efficient way for proper 
utilization of all concessions, exemptions, deductions and incentives provided by tax laws. 
Thus, application the tax planning with the help of permissible deductions, exemption, 
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rebate and relief covered under the different provisions of Income Tax laws is called as 
permissible tax planning.  Such tax panning may be applied by the assessee to satisfy the 
specific goal of maximization of profit or wealth investor invests the money in a particular 
investment avenue with effective and efficient manner. 

4. Purposive tax planning: Purposive tax planning is based on the measures which evade the 
law. The permissive tax planning has the express sanction of the Statute while the 
purposive tax planning does not carry such sanction. If the assessee is in a position to plan 
in such a way that these provisions do not get attracted, such a plan would work in favour 
of the tax payer Such a tax plan could be termed as ‘Purposive Tax Planning’. 

1.3.6: Essentials of Tax Planning: 
Tax Planning is an intellectual, systematic and lawful process can be carried out flawlessly with 
the assimilation of financial planning. A sound and successful tax planning must have the 
following essential requisites: 

1. Comprehensive Knowledge: 
The comprehensive knowledge and interpretation of the provisions of the income tax laws must 
be required for tax planning. Tax planner must clearly understand the various provisions of the 
income tax laws and also aware about case laws, circulars, notifications and other allied laws, 
like CRPC, IPC, Evidence Act, etc. 

2. Consult Relevant Books: 
Before tax planning tax planner must consult books such as Ready Reckoner, Income Tax Act, 
Income Tax Rules or any other books to be useful for the tax matter. Besides, tax planer cans 
gains information from the Forums of Google where tax queries are raised and solved. 

3. Understanding Facts and Evidences: 
The unique facts where tax planning is to be applied must be understand with evidence by 
proofs. It should ensure that the particular provision apply to that case or not. Certain 
transactions which look prima facie ordinary and simple but may also require special attention. 

4. Aware about Legal Consequences: 
The legal Consequences under both personal laws and tax laws must be aware by the tax 
planner, if tax planning he has applied by him goes fails. 

5. Flexibility: 
The Tax planning must be as flexible as possible so that it can adjust itself according to legal 
and changing circumstances. If tax planning is not flexible, if there is slight change in affairs, 
the tax planner has to face the stringent consequences. 

6. Discharge Tax Obligations: 
Tax planning aims at minimization of tax liability but that is not only the aim. A successful tax 
planning attempts to discharge, the legal obligations so that the exemptions and deductions 
availed of, will not be withdrawn subsequently and panel actions will not be initiated. 

1.3.7: Tax planning Process: 
The process for tax planning varies from taxpayer to taxpayer. Over the years, the tax planning 
situation has become more dynamic and complicated because of constant amendments in the tax 
laws and falling interest rates. Besides tax planning cannot be done in isolation since it is an 
integral part of overall financial planning of an assessee. Tax planning is a duty of every 
salaried employee. For the purpose of tax planning, every salaried taxpayer has to structure or 
restructure his salary by bifurcating basic salary, allowances, perquisites, and profit in lieu of 
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salary and so on. Such structure or restructure of salary should be made in such a way that the 
tax liability on his taxable income shall be reduce by availing the advantage of all allowances, 
deductions exemptions, rebates and reliefs available under the income tax Act, 1961. Apart from 
the restructure of salary, salaried taxpayer should adopt the following steps for effective tax 
planning: 

1. Initiate with Financial Planning: 
Tax planning under the personal income tax should begin with financial planning. It should 
think about investment point of view so that time and funds should be efficiently managed with 
principles and ideologies of financial planning. 

2. Early Start: 
Tax planning is ongoing process and not one time activity in every financial year. Moreover, it 
not be restricted to just investing tax saving instruments and getting benefits therefrom. It is 
very exclusive process consisting source, time and nature of income, time and size of purchases, 
payments, selection of investment avenues, size and type of investments, retirement plans 
complement with deductions and tax compliance to have a best possible outcome. Hence, tax 
planning should be carried out at the beginning of very financial year. 

3. Assess Tax Liability: 
Assessment of tax liability is done after the computation of total income chargeable to tax. 
Firstly, a salaried taxpayer has to compute estimated gross total income under all heads of 
income after giving effects to all exemptions and deductions in the respective heads at the 
beginning of the financial year. Later on, all deductions under section 80 of Chapter VI should 
be made to arrive at total income chargeable to tax. After arriving at the total income, estimate 
the tax liability in accordance with slabs of income and tax rates applicable for the respective 
assessment year. Such tax liability should be estimated well in advance so that a set of 
investments required for tax saving can be known exactly. 

4. Estimate Tax Tolerance Ability: 
Once the tax liability have been assessed, salaried taxpayer should estimate tax tolerance ability 
based on his age, income, expected financial requirements and desired short and long term 
financial goals to be achieved  so that the plan for tax saving investments can be made and 
executed in time with true spirit. 

5. Investment in Right Avenues: 
In the entire process of tax planning, selecting and investing in right investment avenues is most 
crucial task. Therefore, every salaried taxpayer has to assess and evaluate every investment 
avenue on its merit and ensure that whether it is fit in to the investment plan, security, risk 
tolerance ability, financial goals and goals of tax planning. In this manner he/she should 
determine investment portfolio and should apply that for actual investment to get the maximum 
benefits of tax efficiency. 

6. Compliance for Tax Deductions: 
After making the investments as per investment portfolio, salaried employee should furnish the 
necessary documents and evidences of his/her investments, payments/ contributions, etc. to the 
employer for tax compliance under the Income Tax Act. 

7. Tax Compliance: 
Tax compliance is a concluding step in the tax planning process in relation to the respective 
assessment year. In this stage, a salaried taxpayer has to make compliance as per the 
requirement of income tax laws by filing return in proper form and time so that the exemptions 
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and deductions as claimed should be confined and become free from the duty as a citizen of the 
country. 

1.4 Conclusion: 
Investment and tax planning are the two mutually persuasive concepts. Generally salaried 
taxpayers commit mistakes by investing funds in low-return investments having tax benefits 
without assessing the impact on their short and long term goals. In this regard, it desirable to the 
salaried taxpayer to first identify their long and short term financial goals and estimate the 
maximum amount available to save for investments towards the achievement of  such financial 
goals. Further, select the appropriate set of investment avenues for investment by assessing their 
risk tolerance, time in hand, return on investments and liquidity needs. While selecting set of 
avenues for investment, the tax saving considerations must be keep in mind to maximize return 
on investments and at the same time to minimize tax liability legitimately. In this context, every 
salaried tax payer should conduct the investment and tax planning complimentary manner and 
ensures that they are able to minimize tax liability and make sustainable investments to meet 
financial goals and at the same time claim maximum deductions, exemptions, rebates and reliefs 
available under the Income Tax Act. In short, the tax planning always begins with financial 
planning and concludes with the effective and timely tax compliance. Therefore, it is very 
important for the salaried taxpayers to align investments with financial planning and then 
prepare tax planning to achieve their short and long term financial goals efficiently. 
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2.1:  Introduction: 
Any research study in the discipline of social science research can be undertaken with a 
meaningful manner with reference to the studies conducted by the previous researchers. The 
review of the previous studies also enables the research to discover the research gap in the 
existing literature for the further the research. For this purpose, the present chapter deals with a 
comprehensive review of literature which has been made about the research gap and 
accordingly formulated the research problem for the present study. Based on the research 
problem, the researcher has further outlined the scope and objectives for the study, methods of 
data collection, tools and techniques for data analysis and hypotheses testing in the subsequent 
chapter. 

The present study exclusively concerned with investment and tax planning of middle income 
group employees in public sector banking and insurance organizations in Pune District, 
Maharashtra state. Hence, every effort has been made to review of literature to explore the 
different dimensions of the investment and tax planning with respect to income tax. Some 
important studies relating investment and tax planning have been reviewed hereunder: 

2.2: Review of Literature relating to Saving and Investment 
In this section, some of the research thesis, reference books and prominent research 
papers/articles published in well-known journals or at websites have been reviewed as under: 

2.2.1: Review of Research Reports: 
V. K. Somasundaram (1999)1 has analyzed the savings and investment pattern of salaried class 
investors. The study has done to make detail analysis to find the level of awareness attitude, 
factors inflecting saving, average savings of investors, pattern of saving, conversion of saving 
into investments and preferences of investments besides, the certain issues like why people 
save, how savings are used to invest or not are also analyzed. The study identified problems 
faced by the investors and savers along with their expectations.  Finally the study has been made 
necessary recommendations to inculcate healthily, congenial, attractive investment climate for 
the investing community. 

S. Kalavathy (2009)2: has conducted a study which is divided in to two sections. The section 
one assesses the extent of awareness among the sample respondents towards savings, 
investment modes, factors affecting the saving and investments. The second section, investigate 
their preferences, perceptions and satisfaction about savings and investment avenues. On the 
entire analysis, it was found that with the proportional of population, the working age group of 
15-64 years would also increase in future; the demographic extra savings would be likely to 
increase accordingly. The study further identified growth in the interest rate, per capita income, 
increase in banking facilities and the rate of inflation which shows statistically significant and 
positive impact on domestic savings. 

B. Thulasipriy (2014)3: Thesis concluded that investors have realized the importance savings 
and investments. Standard of living of people has increased. So they are more interested to 
secure their future with systematic investments. Small investors are more careful while 
investing their hard money. Various factors like age, income, experience, marital status affect 
investor’s pattern, preferences and priorities. Depending upon risk and return investor select the 
investment avenue. Investors are always in search of some alternative investment option 
because now a day’s bank deposits provide low rate of interest, high variation in Indian Stock 
Market. Whether bank deposits are safe way of investment with regular return but reduce of 
value of money. On the other hand stock market where high return is there but carries risk. So 
investor invests their savings in different investment avenues as per expectations. As per study 
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still individual investors give preference to risk free returns. The study stated that whether high 
income, middle and lower age group, minimum number of family members are conservative 
thinking or well educated opts for safe investment avenue. Investment companies also provide 
various investments which are low risk tolerant, tax savings with high satisfaction with normal 
returns. The research also concluded that salaried earners are keen to invest for 5 to 10 years 
period of investment with liquid and non-liquid nature of investment. 

2.2.2: Review of Reference Books: 
Wiiliam F. Sharpe (1994)4: Book titled, “Investments” explained that investments are blessed 
with various avenues with their respective features. Every investment options theory has 
provided with their causes and effects. Theories are conformed reasonably well to reality. It is 
stated that the security market were very efficient means security prices seemed to fully reflect 
all available information. Investors make very high returns from security market. But in some 
cases for investors difficult to diagnosis the disparities in between theory and reality. Systematic 
anomalies have found in security market which seems inconsistent with the respective theories. 
Some investors and experts think that stock prices are more volatile than the available theories. 
This book has provided investment environment and its process in understanding nature. The 
kinds of marketable securities with their buying and selling mechanism provided under 
investment environment. Under investment process not only included the investment decision 
taken by investment but also how much to invest and when to make investment in respective 
avenues. Thus the book explained discussion of stocks, bonds and other securities. Theories of 
Sharpe, Lintner, Mossin, Black, Schools, Markowitz and Ross are included in this book. In that 
the book contained the comprehensive investment concepts with their major features with their 
theories of investing in the current economy. 

Raghu Palat (2005)5 has written book for Indian salaried employee who while safeguarding 
their employers’ interest, often neglect his own. It is for him who resource at times of inflation 
and he for to live with a steady decreasing purchasing power of the rupees. This book makes 
aware the salaried person about the tax laws as it pertains to him and exemptions, reliefs and 
deductions that are available under the Income Tax Act. It is written with intent that the salaried 
employee gets full information about the income tax laws as it relates to his salary income and 
tax planning measures for tax efficiency. it contain all relevant information relating to personal 
income tax, salaried employee apart from becoming aware of the rules and should also plan his 
income and expenses in such a manner that he pays as little tax he has to. The book has written 
very lucid, free from professional jargons with easy understand examples. It is for salaried 
employee to him plans his affairs in such a manner that he is able to minimize the incidence of 
tax and maximize his take home pay. The author as far as possible attempted to provide detail 
information various matter that are required for effective tax planning thereby salaried employee 
minimize tax incidence and maximize his take home salary. 

V. A. Avadhani (2008)6:  Author has showed the importance of securities analysis in the 
financial markets which are changing time to time as per economic and financial scene. In the 
financial sector of 2001 to 2006 period was depressed market conditions for security market 
then during 2005-06 was boom period for security market. Author has explained this phase was 
good economic fundamentals of industries and companies with inflows of huge foreign funds 
into financial markets. The economic and financial reforms were occasionally slow down. Thus 
book has been incorporated the changes and trends of financial market towards globalization, 
privatization. Reform influenced the portfolio management. 

V. K. Bhalla (2011)7: Author has explained in this book about technique of investments, 
vehicles who drives for investments, strategies for best investment planning, implantation 
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process for investment avenues and overseeing the optimal allocation of the funds of an 
investors or an institutions with challenging investment environment. Book has divided into six 
parts such as Investment Environment, Alternative Investment Outlets for Funds, Security 
Analysis, Portfolio Analysis and Management, Financial Derivatives and International Financial 
Flows. Under first part i.e. under investment environment covered operations of the stock 
market, with its structure, regulatory framework and financial development in India. Also 
examined the recent reforms introduced in the capital market. In second part of alternative 
investment explained various formulated objective ideas and philosophies with respective 
various types of securities. Third part of book focused on stock market forecasting and the 
independence of stock market. For taking investment decision, the role of market has focused on 
this chapter. In third part of portfolio analysis and management explained the problems of both 
theory and practice with related to portfolio management. In financial derivatives has covered 
the every aspect of domestic and international capital and money market. Last part that is 
International Financial Flows covered the growing global finance. 

Preeti Singh (2013)8: Book titled ‘Investment Management’ explained that in stock market 
individuals have taking active participation. Individuals are giving preference to systematic 
investment by taking knowledge of different kinds of investments. It is noticed by the 
Individuals that quick money trading will not give profitable results. Before investment 
calculation of risk and return are important factors. Now a day, every income earner is taking 
interest of investment of money. Investors like experienced people, retired people, housewives 
and students are ready to take risk in stock market security. This theory stated that no any 
investors can give continuously good returns or yield from market so every investor should 
investigate pit falls before investing the money in particular investment avenues.  With prior 
understanding of risk and return of particular investment, investors are taking decision whether 
specific investment satisfies the expectations or not. This book has provided theories of 
fundamental, technical analysis and efficient market theory which is beneficial to the investors 
for analyzing the investment background and framework. It gave basic idea of managing 
portfolio through cautious risk and return analysis. The CAPM model and Arbitrage Theory 
discussed for pricing of assets. To analysis the portfolio and diversification of investment 
avenues to get the maximum return, Harry Markowitz and William Sharp theory are effective. 

2.2.3: Research Articles / Papers 
Bandgar P. K. (2000)9: has undertaken this study to investigate the existing pattern of financial 
instruments, investment preferences of middle income class investors, their behavior and 
problems relating to investment in financial instruments in India.  The study used primary data 
which has been collected through survey and analyzed it with average, skewness, Chi-square 
test, Fisher Irving test to drawn statistical inferences. The study identified that nearly 16 percent 
of the respondents were suffering from the tribulations while trading the securities. It is revealed 
by the study that though the middle class investors were highly qualified, they lacking the skill 
and knowledge about the investing. The study also identified the fact the middle class investors 
moderately and regularly shifting from bank deposits to corporate securities and massively 
shifted towards the traditional investments like LIC policies and government securities. 

Singh Avinash Kumar, (2006)10 has under taken a study to analyze the investment pattern of 
the people. The Analysis in the study was done with survey data collected from the investors in 
Bangalore city.  With analysis of data, it was observed that the investors in Bangalore have 
more awareness about various investment avenues and risk associated with these avenues than 
that of investors in Bhubaneswar.  Investors of all the age groups were preferred to invest in 
equity and except those who have in the age group of above 50 years preferred to invest in 
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insurance, fixed deposits and tax saving schemes. Further it is found that, the investors who 
have preferred investments in equity were following the stock market daily while those invested 
in mutual funds were watching stock market weekly or fortnightly. 

C Krishnamurthy (2007)11 has conducted a study to analyze the profile and awareness of 
salaried class investors about various investment avenues. All the investors are aware bank 
deposits followed by 81 percent investors known insurance products with the range 13 
investment avenues involved in the study. Almost in equal number of respondents were known 
provident fund and public provident fund instruments, 63 percent of the investors are more 
familiar with postal savings and deposits, while 42 percent and 38.2 percent investors were 
aware about the investment in Gold and Jewellery and investment in chit fund respectively. 

N. Yesodha Devi (2008)12 have stated that the response of the salaried income group towards 
various savings schemes and investment is poor. Majority of salaried employees have intended 
to save tax and they have mostly preferred the provident fund. The sample salaried employees 
were not much aware about all the saving schemes and investment avenues to avail tax benefits 
as maximum as possible. Moreover, the advertisements for the various investments were found 
to be adequate since many respondents knew about the different avenues from their friend and 
relatives. hence, the study  regressively recommended that the various financial institutions has 
to adopt unified advertising strategy for the awareness of respondents about various investment 
avenues and government also take appropriate steps to persuade the salaried employees to invest 
in the tax saving schemes in order to avail maximum tax benefits. 

Manish Mittal and Vyas (2008)13 has analyzed that the investors suffered from the cognitive 
and emotional problems in the decisions about the investments. He justified with the fact from 
the research studies in behavioral finance that few past years investors do not act rationally 
while taking the decisions for investments. Besides, they have biases behavior with regard to 
process of assessing the information for investment decisions.  This study has classified Indian 
investors in to different personality traits and explored the relationship between demographic 
characteristics and investment personality traits possessed by the sample investors. 

Sunil Gupta (2008)14 has revealed a clear and complex picture of the investment pattern among 
different groups in Shimla. People are not aware about the various type of investment avenues 
which is available in financial market because of that they did not respond positively. Due to 
lack of knowledge it was difficult them to understand better investment for them. Maximum 
investors in Shimla city prefer to deposit their savings in banks, post offices and fixed deposits. 
Most of  the rich people from Shimla city have a tendency to opt safety and suitability feature 
while selecting investment avenues by giving first preference to fixed deposits of banks, 
provident funds and post office savings. 

Bhardwaj Rajesh, Raheja Rekh and Priyanka (2011)15 have examined Savings Pattern of 
Teachers working in Government and Private School. Major source of income is salary for 
government teachers and  tuition fee for private teachers. Mostly they used bank deposits and 
life insurance for investing their savings. The main objective of savings of government teachers 
is an emergency and security and for private teachers is children education. 

Samudra and Burgate (2012)16  They have analyzed that the preference of investment pattern 
and the objective for investment by middle class households depends upon their knowledge and 
awareness level of avenues. The study further founds that bank deposits is the most popular 
instrument followed by insurance policies. The authors argued that the investors look for high 
returns and liquidity rather than low risk and tax advantage of these instruments. 
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J. Sidharthul Munthaga & Dr. M. Nazera (2013)17 concluded that respondents are not aware  
about various investment options like stock market, equity, bound and debentures. The study 
has been conducted to examine the investment options of individuals staying in Thanjavur city. 
They are used to investment like bank deposits and post office savings and very rarely aware 
about share and security markets. 

Dattatraya Chavare (2013)18 has designed his study to highlight the special objectives to 
understand investors motives towards the saving, and to understand more favored saving 
avenues among investors. The researcher summaries savings motives that individual build 
reserve for unforeseen contingencies that is for precaution purpose for getting extra income in 
future like interest and appreciation which leads to increase in standard of living. The 
entrepreneur desires to carry out speculation business. Under priorities motives investors give 
more important to crate reserve to meet unforeseen contingencies but have not shown more 
interest for the speculation means investors wants to save money mainly for precautionary 
motive for that investors use to invest carefully and no one is going to invest in the high risk 
sectors. The study concluded the type and level of motivation determines saving behaviour of 
the investors. Investors have become more conscious while selecting investment avenues. To 
understand investor, investment counselors have to study properly for finding best and 
beneficial avenue. There is more saving rate as compare to others developed countries. 
Investment motive plays important role for saving rate. Many factors influenced to investors for 
selecting best investment avenues. 

Chaitanya Songirkar (2013)19 has conducted the study to assess different investment avenues 
available to Indian investors and behavior of investors from different profession. As per study 
the choices are affected by various factors like awareness, age, education and income. Savers 
and investors plays important role for effective utilization of circulation of money in economy. 
Savers mean former class who saves/ invest their surplus money and ultimate investor those 
who invest for productive purpose. Finance system plays important role for establishing a bridge 
between savers and investors.  Many different types of avenues are available for Indian investor. 
India’s per capita income increased due to development of industrialization, export, technology 
and services, huge amount of population and natural resources. Once increased in income, 
tendency to save has also increased. Very few investment options preferred by Indian investors 
especially middle class population out of many, which constitute major portion of total 
population. This is because some investment offers attractive return with high risk. The choices 
and preference of investors are determined by various factors like awareness, age, education, 
income, future plan etc. Thus, the resource mobilization or income utilization is highly depends 
on perception and behaviour of the savers of investors. The research found that despite of good 
educational background individual investors are not aware about different investment avenues 
available in the market and majority of the investor invest their saving in fixed deposits , life 
insurance, saving account and gold. Almost all the investors expected their principal to be 
covered first instead of losing principal amount for the sake of returns. Investors change their 
investment avenue only after confirmation of risk factor included in the respective avenue. 
Every investors want return with less risk. The objective for investment of the investors was 
family safety and future provision for family. The researcher concluded that in the short time 
span the millionaire going beggar and vice versa. So for securing future individual should save 
money for the bad time. no one wants bad times but it comes without any invitation. 

Dr. Zabiulla (2013)20 has studied the Investors’ attitude towards investments in equity shares. 
The study has indentified that the equity investment decisions are crucial for investors with the 
available investment option. There are large numbers of factors which effect equity prices and 



 

 

 

23 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

investor need to choose the best stock which yield maximum results with reasonable risk. This 
study focused the attitude of the equity share investors. There are major influencing factors for 
share investment decision like post performance, cues from friends and relatives, future price 
prediction etc. Investors differs from the demographic causes, social economic background, 
education attainment level, age, sex and race play important role for optimum investment 
decision. While selecting investment portfolio investor consider his financial goals. Stock 
market decision depends on intelligence and on the emotions.  Majority of the investor take their 
decision because they are well versed and matured enough to make their own investment with 
their past experience. Many of them buy stocks of Indian companies because of availability of 
information. For investment decision previous experience plays important role. Majority of 
investor behave neutrally while investing in stock market or in taking risk which follows a prior 
gain. There little percentage of investors who doesn’t over react to change in the price of shares 
majority of investors analyze the price before they buy it. This study examined the retail 
investor of Bangalore only which can be undertaken with larger. 

Sonali Patil & Dr. Kalpana Nandawar (2014)21 have studied investment avenues and 
affecting factors for selection of avenues. The study utilized percentage ach chi-square test for 
tasting hypothesis taste. The study concluded that employees gives first preference to safety and 
sufficient return from the invested savings. Employees are aware about the investment options 
in the market. 

Devi and Chitra (2014)22 have conducted the study on salaried employees’ behavior towards 
Domestic Savings and Investment in Rasipuram Town. The study revealed that the investment 
is made by different categories of investors keeping in mind period of investment avenues, size 
investment and level of satisfaction of investors. The data was analyzed with the help of Chi- 
Square test and F- Test. It was further concluded that investing has been an activity of rich and 
business class but today it has become a routine course for every individual. Moreover larger 
family incomes, provisions for tax incentives, availability of large and attractive investment 
avenues, etc also paves a way for saving and investment. 

S. Umamaheshwari (2014)23 in his study focused on awareness and satisfaction over their 
available investment avenues. Paper embarked the relationship between societal and 
demographic factor salaried employees. Investment awareness, investment attitude and 
investment returns play vital role while selecting best investment avenues from available 
different investment avenues in market of the salaried middle class. Study focused salaried 
middle class invest regular for futuristic perspective. Researcher studied different perspective of 
investor with different angels. This paper has focused on investment criteria like investment 
awareness, investment attitude and investment returns For price appreciation and dividend 
potential investor invest in shares and salaried employees invest for safety, security, liquidity, 
return, convenience, afford ability and benefits.  Salaried class investment interest is extremely 
high and indispensable role with their hard earned money. Investment portion get hard earned 
money. Investment portion get segregated to different finance and investment policies. 
Investment is self-restriction for salaried class. They spend the entire income for genuine and 
self-protective reasons. The reward for waiting for investment return is not only economic 
progress but finance inflow of the district state and ultimately the nation. Thus this study 
facilitated the salary class investors for effective investment and savings for maximization of 
returns. On the behaviour pattern of the investors government can work out on various tax 
savings schemes, retirement benefit schemes etc. for mobilization of finance. Majority of 
salaried investors knew about how to make good investment decisions. Due to lack of 
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investment knowledge only 1/3 salaried class did not opted the right investment. The study has 
been conducted in rural area to help and promote the rural investors. 

S. Bhagavathi (2014)24 has conducted a study on non-institutional investors in panagudi region. 
If investment is channelized into investment assets then they can accelerate the pace of capital 
formation. For economic significance of investment individuals need to educate. Financial 
institutions need to initiate investment education training programs in rural and in far areas but 
they are engaged in mobilization of savings. Due to demographic factors, economic 
background, marital status, level of education, age, and gender etc. individual investor differs 
from the others. A young bachelor prefers to invest in risky avenue, where as matured who are 
with family dependability prefers less risky and stable income generation avenues. 

Manjunath S. Awalakki (2015)25 have to analyzed the investment behaviour of salaried class 
investors regarding the salaried employee’s investments of Kalaburag city, State of Karnataka. 
This study consists of the people employed in various fields like manufacturing, trading and 
service providing sectors and classifying them into two categories based on the criterion of 
belonging to the Government sector and private sector. 

Meenu Baliyan and Dr. Girish Jain (2016)26 have examines the relationship between the 
monthly expenses of households and with the other independent variables i.e., age, marital 
status, occupation, Age, dependency ratio and total income. The result shows the relationship of 
the expenses of the households with other independent variables. Income, gender, age and 
qualification are the most crucial factor of the expenses or consumption.  Study examines the 
relationship between the different  investment avenues like debt, equities, and real estate made 
by households and with the other independent variables. Income, gender, age and qualification 
are the most crucial factor of the investment behavior of households. 

Dr. Mahesh U. Daru (2016)27 has conducted study on the investment opportunities in the 
current scenario. Due to internal and external business environment there is always fluctuation 
in the market since it always dynamic and versatile. Foreign Exchange Rate also affects the 
business environment results in downward trends in value of rupees in international market. In 
this situation investors get confused while investing about how and when and where to invest. 
Investor always like for best investment option from hard earned money. It’s very difficult for 
investor to select best investment option because attractive returns investments carry high risk 
and vice versa. Thus, investment is an art to earn for maximum returns scare finance with 
minimum risk. While taking investment decision investor consider various factors like returns, 
risk, safety and liquidity. There are two types of investment avenues. First is financial 
investment avenues means return of income. Second is economic investment avenues means 
increase in capital stock of current economy. SEBI plays important role for investor protection 
like ensuring fair practices by issue of securities, promotion of efficient services by brokers or 
intermediaries because investors are the back bone of securities market. Investors don not have 
proper knowledge about investment avenues. They are not only unaware about complete risk 
return profile of the respective avenues but also unknown about market mechanism with their 
rights and obligations. So before investing investor should get all information about the 
investment options. 

Ms Bhoomi Patel and Dr Vasudev Modi (2017)28 The Descriptive research design is used to 
examine the impact of demographic factor towards investment preference. The primary Data 
collected using convenience sampling technique by filling structured questionnaire from 100 
investors from south Gujarat region. The study explains that the demographic factors like age, 
income, marital status etc. have a influence on investment decisions. The study also focus on 



 

 

 

25 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

investor’s perception and behavior towards different investment avenues. The study finally 
came to the conclusion that investment decisions are majorly affected by risk, return, market 
trends, past performance. Gender is having very less impact on investment decision making and 
male and female have different in risk taking ability. The Majority of investors are investing 
money for family protection and for retirement. Investment decision is not only depended on 
demographic variables. 

Dhirendra Kumar (2017)29 has undertaken a on investors need to study the magic of SIPs. For 
investor problem is not where to invest but whether to invest at all and keep investing through 
thick and thin. Systematic Investment Plan (SIP) solves the problem of investor by getting best 
possible returns from their savings. SIP is investing a fixed sum regularly. SIP enforces the 
investor’s goal of buy low, sell high. Whenever investor wants to sell, profit margin will 
definitely increase.  Not only get return but people get attracted simplest way of investing 
regularly and getting good returns from equity without any worry of about when to invest and 
when not to invest. 

Sachin Varadkar (2017)30 has conducted study on financial plan. The financial plan is not need 
of only individual person but it is need of whole family. First step for that is goal setting that is 
how, how much and where to invest according to time.   Before investing, investor should 
consult with expert as well family members. Investor prefers difference between need and 
wants. From monthly income if investor invest first and then spend whatever remains will 
become beneficial to investor. It not possible but individual can always makes a beginning. In 
case of loss of job or unable to earn an emergency fund is quite important. For mitigating 
adequate insurance policy fulfill the need of family. So investment whether it is short, medium 
or long term gie returns and helpful for in case of family emergency. 

Farseena Mol (2017)31   has stated that the success of country depend upon the savings and 
investment. Satisfaction of investor depends upon the criteria of investment. It differs person to 
person and investment to investment. The investor may fail while selection of investment 
avenue. Investor always focused on rewards and ignores security and risk which involved in 
respective investment. Investor takes low level of risk while selecting investment option. 
Investment volume and income level are dependent on each other. Safety, security, high return 
and hedging risk and liquidity etc. are major objectives of investment. Various types of 
investment are available as per their features. Capital market which is controlled by SEBI 
provides many instrument like variable income instrument, fixed income instrument, derivative 
instruments etc. Variable instrument includes equity shares, preference shares, no voting rights 
shares, cumulative convertible preference shares. Fixed income instruments includes convertible 
debentures which dived into partly/fully convertible debentures, zero coupon bonds and zero 
coupon convertible debentures and on the other hand non-convertible debentures are tax free 
bond, floating rate bond, secured premium note.  All who have invested do not get benefit from 
it. Majority of them incur loss. Loss may be systematic risk or unsystematic risk. Systematic 
risk are like natural calamities , war which are un diversifiable risks means that cannot be 
reduced by changing the company or by changing security or by changing the proportion of 
investments. Interest risk, market risk, and purchasing power risk are come under systematic 
risk. Unsystematic risk affects securities of specific companies. This risk can be diversified by 
investing in various alternative securities simultaneously. One security can be set off with the 
profit of another security. This type of risk arises because of labour union problem, lack of 
research and development, ineffective management. Unsystematic risk can be controllable in 
nature but systematic risk not controllable. Income after consumption is profitable if that is 
utilized for productive proposes like stock market. Research concluded that the investors invest 
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their money in traditional ways like bank deposits, post office savings chit funds etc. only few 
investors invest in mutual fund, money market etc. majority of investors prefer regular return 
instead of taking any risk for high return. 

Pratibha Chaurasia (2017)32 has studied on objectives of Individual Investors. As per needs 
and goal investor has its own unique choice of investment. Investor’s decision not only depends 
on risk and return but also investor psychology. Quick return and liquidity have significant 
relationship with age.  For financial wellbeing investment is the basic need.  Basic aim behind 
investment is wealth maximization which is based on the risk and return. Under behavior 
finance investment depends on risk profile and attitude of individual which includes 
demographic profile and objective of investment objectives and expectations from investment 
differ as per individual behavior and their choice of investment avenues. Safety of principal, 
desire to earn, regular income, capital growth of the investment, to earn quick return, tax benefit 
and liquidity are objectives of investment which affect investment choice of the investment. 
With scare resources money individual investor meet up their financial goals. The study 
concluded that safety of principal, capital growth and regular income has significant relationship 
with gender but not with age. Tax benefit has significant relationship with age but not gender. 
Quick returns and liquidity have significant relationship with both that is age and gender. 
Mostly preferred investments are safety of principal and on the other hand liquidity as the least 
preferred investment objective. 

Kafeel Ahmed (2017)33 has conducted study on investment objectives for investing in Volatile 
Market. Investor is always uncertain about amount and timing of income generated through 
capital market which associate with risk. Fluctuations and variability is the feature of Indian 
stock market whether it includes high risk, still significant number of investor invests due to 
probability of high returns. Earning more return investor will have to take risk. Different 
investors have different motive in volatile market like liquidity, high return, tax purpose etc. 
volatile it is not necessarily bad things but it is an opportunity for generating superior returns, 
security analyst, portfolio managers, traders always keep close eye on volatility trends. Volatile 
market always fluctuation of price of securities minimum and maximum price of security 
experienced over a period. Volatility includes systematic and unsystematic risk. Systematic risk 
measured by beta. If it is more than 1 the return expected should be more than return generated 
on market portfolio. Various different factors affects for volatility and it’s very difficult to 
identify which factors responsible for decline the price of security. Researcher concluded that in 
volatile market investor has more chance for superior returns since much security available at a 
lower price than its actual price. Most of the securities in volatile market easily can be converted 
into cash without loss of its value. Investors have to follows different strategy for maximization 
of returns. For that purpose investor prefer new companies to get superior returns in volatile 
market but investors do not consider diversification of their portfolio had believes tactical 
strategy for gaining average returns. 

Dr. Suresh Mittal (2017)34 has conducted on demographic factors and investment pattern. For 
household investor their main objectives behind investment are child marriage, emergency need, 
wealth creation and tax concession. They preferred insurance and postal scheme for investment 
purpose. Investment decisions are depend on high rate of return, safety and liquidity. 
Demographic factors plays important role while selecting investment avenues, investment 
objectives for investment decision. Household sector contributed maximum portion of the 
domestic savings of India. After family responsibility individual invest in different investment 
avenues like real estates, bank deposits, corporate deposits, mutual fund, insurance policy, 
equity etc. Investment classified on the basis of risk, liquidity safety in context of the income, 
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age, education level, number of dependent. Researcher concluded that choice of investment 
depend on age, education level, occupation, residential area, annual income of family etc. 
household investor main objectives behind investment are child marriage, emergency need, 
wealth creation and tax concession. Research concluded that education level, residential status 
and family income affect the choice of investment but not age factor. 

Dr. S. Balamurugan (2017)35 stated that the investment management golden principle is ‘No 
pain no gain’. High risk provides high profit women’s investors can minimize risk but cannot 
avoid risk by investing alternatives forms of investment. So they can get moderate profit. 
Women’s attitude differs from time to time and person to person while investing. All women’s 
investors invest their savings in bank, gold, silver, real estate, life insurance, Mutual Fund based 
on their risk attitude. The women’s investors with lesser risks expect more returns, risk and 
return are two factors which affect women’s investment decision. Women’s investors always 
think for saving should be in beneficial investment avenue which is based upon her awareness 
and knowledge about investment avenues. If accurate information received on the right time 
then they enjoy the success from investment. The study concluded that 75 percent Indian 
savings is done by households. Out of that Gold and Real Estate are most preferable investment 
avenues. 

Anju K J (2017)36 has conducted study on saving and investment behaviour. For taking India to 
greater height and accelerating economic growth and development saving and investment plays 
important role. IT professionals earned more than other employed sectors. IT sectors gives high 
contribution for economic development. So they play important role towards India’s GDP. 
Compare to developed county, GDP of developing countries is growing faster. Majority of 
investors invest their surplus money into bank and post office deposits. Only few of high 
category respondents don’t have sufficient balance to meet financial emergency. IT 
professionals saved their money regularly and comfortable to take risk to attain more profit. 
They are savers than investors. Life insurance policy is the most preferred investment avenues. 
IT professionals enjoys tax planning with proper investment planning, learn and take initiative 
to plan and save and ready to take risk against earn high returns. They maintain discipline 
towards savings, control over finance. 

Sanket L. Charkha & Dr. Jagdeesh R. Lanjekar (2018)37 have studied the different types and 
avenues of investments as well as the factors that are required while selecting the investment 
with the sample size of 60 salaried employees by conducting the survey through questionnaire 
in Pune city of, India. In this study researcher identified preferred investment avenues among 
individual investors by using self-assessment test.  It is revealed by the study that salaried 
employees consider the safety as well as good return on investment that is invested on regular 
basis. Male investors are more aware about the various investment avenues than female 
investors.  Further it is also observed that there is direct relationship between the income level 
and awareness of the different avenues of the investment. A person having a high level of 
income tends to have more knowledge about the different sources and avenues of investment 
that are available in the market. A person having more income will naturally look for investing 
more amounts and hence nut natural will have awareness regarding it. 

Nidhi Bansal and Nazia Hassan (2019)38 have inspected the reasons of savings, and behavior 
of investors in Delhi/NCR. It also explains different reasons of savings, awareness level and 
Investment pattern of people in Delhi/NCR with a sample of 126 people which was randomly 
selected. The study is based on primary sources of data and has been analyzed using correlation 
and regression, with the help of statistical software SPSS. The researchers have analyzed that 
people consider the security, benefit, duration and opinion.  The study  found that found that 
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there is significant inter correlation between perception of security, perception of benefits, 
duration of investment, awareness level on investors, sources of opinion and investment 
behaviour of investors. It was also found that perception of security, duration, awareness level 
of investors and source of opinion of investors are the significant predictors of investment 
behaviour of investors. 

2.3 Review of Literature relating to Tax Planning 
In this section, some of the prominent research papers/articles to tax planning published in well-
known journals or websites have been reviewed as under: 

2.3.1: Research Articles / Papers 
V.K.Thomas (2005)39 has suggested maximization in return with less risk burden are the 
priority of investors. Tuition fees, provident fund, insurance scheme, housing loan interest and 
principles are taking place for minimizing the tax. Housing loan is most favorite investments for 
individuals where they get owned house and loan payable during year can avail as a deduction 
as per Income Tax laws. 

Siddheshwar T. Gadade (2011)40 has conducted study on, “Tax planning through Home and 
Home Loan”. Home through home loan is the most preferred tax planning option available to 
salaried class people. If person having already his own house even thought. One can take 2nd of 
if possible 3rd home and so on with the help of home loan. As per researcher Home loan is best 
option for tax planning. Researcher focused on various aspects of home loan. There are various 
benefits to home borrower. Firstly borrower gets tax deduction under 24 & 80C of Income Tax 
Act 1961 and market value of home always appreciates over the years which borrower can 
utilized for top up loans or loans against properly. It’s the government primary duty to provide 
shelter to its citizens. Which full filled by inserting tax benefit on home purchase and home loan 
under section 24 and 80C but government also collects high revenue through stamp duty and 
registration charges. Banks also enjoy enormous benefits by granting home loan against secured 
asset.  The study concluded that purchase of home through home use for residence or let it out. 
This also benefits the government by providing shelter to the people by providing income tax 
benefit under sec. 24 and 80c. On the other hand government collects huge amount of revenue 
in the form of Stamp Duty and Registration charges on the agreement while purchase and sale 
of homes. Banking and non-banking financial institutes also get benefits in the form of interest 
on home loans, top up loans, loan against properties. Self-occupied property or as let out 
property of purchased by an individual is always win-win situation for everyone whether it is 
individual borrower, government, banker or homeless individual. Thus Tax Planning through 
home loan is the best tax planning option for an individual. 

Rajiv Kaushik (2012)41 in his article has discussed about the process of the assessment of 
income tax, tax planning, saving and how to claim exemptions under the individual income tax.  
The study concluded that any individual who want to assess his or her income and want to do 
tax planning, first he has to calculate his/her total income then compute the income tax by 
deduction and adjustment in total income, if tax paid in excess then get refund from income 
department. Finally do the tax audit. 

Parag Garg (2012)42 has conducted study Examined to control and regulate the economic 
activities of a country in its desired direct tax planning is a very effective, efficient and 
influential instrument. To justify the canons of equality and simplicity, time to time government 
provided exemption, deduction and even concessions. It promotes savings and investment but 
still individuals are not happy to paying the taxes instead of that and wish to come down the tax 
liability to the member.  For reduction of tax burden tax planning is an effective measures 
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instead of tax avoidance or tax evasion. Taxation promotes the development activities in a 
country. Honest citizen hates the taxes. He always try to manage that his/ her hard earned to 
money is not taken away by rule of law. For minimization the tax liability, a taxpayer has to 
plan different ways with consideration of many factors like liquidity, security and the return and 
tax on income. Saving and investments are interconnected. Majority of individuals of Agra 
preferred investing in LIC for saving taxes. As per study tax avoidance and tax evasion lead to 
consequences to tax payer and also loss of tax revenues to the government. Tax planning study 
concluded that Investment in LIC and PPF are the most preferred tax saving measure of the 
middle class tax payers. 

Rajitha Nair (2013)43 in his study is designed to highlight the special objective to understand 
the influential factors such as gender, age, income bracket responsible for deciding the 
investment in tax saving schemes and to study the awareness among the faculty about the 
different benefits of the schemes in tax saving. Finance comprise of three sub categories 
personal finance, corporate finance and public finance, liquidity and profitability important 
factors which give dear picture of financial condition. The study concluded that the respondents 
are more concerned about returns, safety and tax saving than flexibility, liquidity and wealth 
when they are investing in tax saving schemes. So researcher suggested before choosing any tax 
saving options one need to search out the benefits of the schemes available and lookout from 
ones perspective and decide from the various factors like returns, safety, flexibility and liquidity 
as per available investment avenues which suits the individual best. 

William H Hoffman (2013)44 has conducted study on, ‘The theory of Tax Planning.” Tax 
planning means it’s an arrangement of financial activities of tax payer for minimum suffering 
expenditure of taxes. Tax liability does not reduce tax liability but tax saving is main target 
behind tax planning. Tax evasion and tax avoidance are two different concepts. Both concepts 
are interchangeable with each other. If tax payer fails in distinction between 2 concepts results 
in discredit of the tax planning process and lead to legal consequences. Ultimate goal is tax 
avoidance achieved by tax planning. Unfortunately tax planning carried out by tax payer 
without professional guidance. Tax planning is a formalized procedure. For minimizing tax 
payment, more and more people become aware about tax planning. Tax evasion is an illegal 
activity which is differs from tax avoidance. Tax avoidance means reduction in tax amount. 
Income tax authority scrutinized and even penalized if they found deliberately concealed 
income through tax evasion. If there is difference in amount of income should be reported to the 
tax authority and actual amount reported.  If there is tax gap then it is illegal act as per Act. 
There are number of problems in tax gap measures. On other hand tax avoidance is legally 
reduction of tax liability. For deciding the nature of transaction important factor is legality of 
respective transaction instead of motive of transaction. 

Savita and Lokesh Gautam (2013)45 has undertaken the study saving instruments used to save 
tax and examine the amount of tax saved by the assessees. The study is based on convenient-
cum- stratified sample consisting sample unit of business class, service class and commission 
agents of 70 respondents. The study revealed that the most adopted tax saving instruments by 
the respondents are LIC premium, provident fund and fixed deposits and least adopted tax 
saving instruments are infrastructural bounds. It is also identified that the respondents whose 
income is less than Rs. 1lakh their tax saving amount is less than Rs. 10,000, while the income 
of the respondents is between Rs 2 to 5 lakh and Rs, 5 to 10 lakh their tax saving amount is 
between Rs. 70,000 to 90,000. Hence, the study concluded that as income of the respondents 
increase there is also increase in the tax saving amount. 
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A.N. Paunikar (2014)46 has undertaken a study in relation to financial aspects of equity-linked 
saving schemes and benefits derived from various schemes under the same. The study 
exclusively comprehended the equity market and evaluated the performance of various schemes 
under equity-linked saving schemes with respect to the salaried employees in Nagpur District of 
Maharashtra State. The study pointed out that the salaried class employees are not much aware 
of the equity-linked saving schemes and other investments.  The major trusted investments of 
the salaried class of employees are postal investments, provident fund and LIC. Most of them 
preferred equity-linked saving schemes, while only a few go for other mutual funds but they 
paid stress on good returns on investments than safety. Among the mutual funds, the 
respondents have given ranked first to DSP Meryll Lynch followed by Franklin Templeton and 
ICICI prudential. 

Sanjeeb Kumar Dey (2015)47 has conducted a study to study fundamental of tax evasion and 
tax planning, to study tax planning provisions available for salaried employees under Income 
Tax, to study level of awareness regarding tax laws among the salaried employees, and to study 
tax planning measures adopted by these employees. As an Indian citizen paying tax is a 
constitutional duty. Paying tax is very painful task for every individual because it impact on 
remaining income of assesses.  By way evasion or avoidance tax liability can be reduced. Tax 
evasion is illegal but tax avoidance can be done with tax planning which is ethical and legal. 
Salaried class employees are most transparent for these purposes. In order to minimize tax 
liability, tax planning is an important task for every assessee to make compliance with the 
income tax rules. Salary persons have limited source of income and affected by pressure of 
inflation are under burden of strict obligations for tax compliances and they have under the 
direct control of income tax administration. Majority lecturers are not aware about the different 
provision of income tax. There is no significant relationship of level of awareness with their 
class of lectures, gender, experience and length of service. Tax is compulsory payments without 
any direct feasible return. Every assessee must have thorough knowledge about different tax 
planning like HRA, deductions available for various saving and spending.  Different class of 
lectures adopted uniform tax planning class of lectures. But there is relationship between base of 
education and level of awareness about tax planning. Study also concluded that commerce 
lectures have more knowledge about tax planning as compare to arts and sciences lectures. Thus 
the study showed the level of awareness about tax planning measures among lectures. 

Tarika Singh (2015)48 his study focused on tax structures and pension funds both are the 
important economic factor for economic growth in context of OECD nations. A pension fund 
provides income after retirement. It plays important role for listed and private companies. 
Pension reforms efforts took place in countries around the globe.  There is negative relationship 
between inflation, personal tax, general consumption tax, specific consumption with GDP. Only 
corporate tax is having positive relationship with GDP. 

Sanjeeb Kumar (2016)49 conducted a study on Awareness of Tax Saving Schemes. While 
choosing for investment avenues individuals are unaware about all technical details about the 
scheme. Individuals select particular scheme because of having one benefit but ignore the other 
schemes which provides better benefits with better terms. So knowing all investment avenues 
with their features and technical view is important while selecting best one. Information plays 
vital role for shaping business. So more and quality of information will be better for decision 
making. In absence of critical information investor ends up for taking decision which yields 
fewer benefits. Right information in right time from right people ensures quality decision. 
Awareness comes from more information. For growth and development of economy 
government plays important role. Taxes are the main source of income of government for public 
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spending. Tax payer faces many problems for selecting golden way for minimization of tax 
liability. Because paying tax to government is always painful task for individual which impacts 
on the residual income of assesses. They have to manage their financial affairs. Tax planning 
plays important role for reduction of tax liability and compliances of income tax rules. So 
assesses must know different saving schemes available in the laws. As per study 34 percent of 
respondent have poor knowledge, 42 percent having average knowledge and 23 percentage 
respondents are having good knowledge of Tax Saving. 

K. Saravanan  and Dr. K. MuthuLakshmi (2017)50 has conducted the study to find out the 
most  suitable tax saving instruments used for tax saving and examined tax saved by using that 
instruments by the assesses in the Trichy City, the study is based on sample survey consisting 
100 assessees selected by the stratified random sampling method. The study is descriptive in 
nature has been focused on the relationship between assessees income level and tax saving 
amount.. the most adopted tax saving instruments  by the assessees are provident fund, Life 
Insurance policies, interest on housing loan, repayment of housing loan , children tuition fees, 
while least adopted tax saving instruments by the assessees are Fixed  Deposit,  National  
Pension Scheme,  National  Saving  certificates,  Health Insurance Plans, Donation and Equity 
Linked Saving Schemes. The study concluded that the assessees saving tax as per their level of 
income but they are not preferred modern tax saving instruments and risky investments. 

Bitto Benny (2018)51 has conducted the study of tax planning awareness about taxation policies 
among the salaried class. The study has done by using sample survey of 40 sample respondents 
selected by convenient sampling method. The study has used correlation analysis for 
establishing relationship between independent variables like tax planning measures and 
awareness about deductions and dependent variables such as professional tax, insurance 
premium and contribution to provident fund, By analyzing the survey data with correlation 
analysis. It has been revealed that tax planning does not depend on the status of employees 
whether they are private or public employees. They plan tax not depending on financial experts. 

2.4: Review of Finance Acts52: 
In this section, Finance Acts for the last five years Finance Acts have been reviewed with 
respect to salaried assessee hereunder: 

The Finance Act, 2015, has raised the basic threshold limit for individual taxpayer up to Rs. 
2.50 lakh and for senior citizen Rs. 3.00 lakh. Besides, the qualifying limit for the deductions in 
respect of investments, payments/contributions, etc. under section 80C has been increased from 
Rs.1.00 lakh to Rs. 1.5 Lakh. For encouraging saving in public provident fund maximum saving 
limit has also fixed Rs. 2.00 lakh. To boosting the residential real estate sector, deduction in 
respect of interest on housing loan has enhanced from Rs. 1.00 lakh to 1.50 lakh. To provide 
incentives to pensioners, contribution for pension fund has been increased from Rs. 6,500 to 
15,000. However, the locking period for capital gains was fixed for 3 years. 

Finance Act, 2016 has not been made any changes slab rate under personal income tax. 
Additional surcharge of 2 percent replaced against Wealth Tax for super rich individual whose 
taxable income is more than  one Crore annually. Health Insurance premium limit of deduction 
increased from Rs. 15,000 to Rs. 25000. For Senior citizen it has increased from Rs. 20,000 to 
Rs. 30,000. The senior citizens whose age are above 80 years and also not covered under health 
insurance are eligible to take deduction of Rs. 30,000 under medical expenditure. To specific 
decease of serious nature, deduction limit has increase from Rs. 60,000 to Rs. 80,000 for senior 
citizen. For disabled person additional Rs. 25,000 allowed as deduction. Contribution to New 
Pension Scheme and Pension Fund deduction has increased from 1 Lakh to 1.5 Lakh.  Under 
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Section 80CCD contribution towards New Pension Scheme introduced addition deduction of 
Rs. 50,000. The Contribution towards Sukanya Samruddhi Scheme including interest is fully 
exempt. The government has introduced Atal Pension Yojana for salaried employees. Returns 
are depending on amount of contribution and period of contribution with limitation of premium 
of Rs. 1000 each year, government contribute 50% beneficiaries’ amount for new account that 
are opened before 31 December 2015. The Government introduce various policies relating to 
health, medical and accidental issues like accidental insurance to individuals of Rs. 2 lakh under 
‘Pradhan Mantri Suraksha Bima Yojana’ with only premium of Rs. 12.  For natural and 
accidental death risk covered under the premium of Rs. 330. Risk of Rs. 2 Lakh covered under 
this ‘Pradhan Mantri Jeevan Jyoti Bima Yojana’ with minimum premium amount of Rs. 330. 
Such scheme is applicable the age group between 18 -50 years. To facilitate technology inflow 
government reduced rate of income tax on royalty and fees from 25 percent to 10 percent. 

Finance Act, 2017 has kept income slabs and income tax rates same for the financial year 2016-
17. Major incentives for new employees towards Provident Fund where in government 
contribution of 8.33 percent assured for first three year. Rental Housing sector was incentivise 
by raising the deduction for rents from Rs. 20000 to Rs. 60,000. This also brought of 
dynamiting in the housing industry.  Further boost has been given to housing industry an 
addition exemption on housing loans provided for the cost of house remained below affordable 
limits that is below 50 lakhs. In order to prompt housing, service tax was exemption is tenement 
size is 16 sq. meters. The higher income was further charged with addition 15 percent surcharge.  
Small tax payers have provided a rebate through relief under tax proposal. An individual whose 
income is below Rs. 5 Lakh is eligible to claim a relief of Rs. 3000. Salary earner gets the 
exemption for House Rent Allowance (HRA) hence, deduction for it increased to Rs.60000. 
Health care aspect of senior citizens was taken care with additional health care cover of Rs. 
30,000. 

Finance Act, 2018 has changed tax rate from 10 percent to 5 percent for the basic slab of 
income however all subsequent bracket will get benefit because of reduction of basic tax rate. 
To fill the gap of revenue, surcharge on rich people whose annual income is within Rs. 50 
Lakhs to Rs. 1 Crore charged by 10%.  The simple tax compliance has been initiated for the 
taxpayers whose annual income other than business income is less than Rs. 5 Lakh. The concept 
inclusive housing (affordable housing) was further leverage by changing the definition by 
tenement is from built up are to carpet area. This resulted into higher sizes of tenement under 
the concept of affordable houses. In the non-metro cities the higher tenement size of 60 sq. 
meters was introduced in the ambit of affordable housing. Capital gain liabilities were brought 
down to 2 years to 3 years to make housing sector more dynamic. 

Finance Act, 2019 has retained the Income tax slab rates of previous finance Act. Indian middle 
class mentality of investments in gold is fostered by way of formulation of a comprehensive 
gold policy. Consequently investment in gold is formalized through assured returns. Although 
tax slab remained the same the standard deduction for comprehensive tax was introduces Rs. 
40,000 by phasing out the cost of transport and medical allowance. It has to provide slight 
reduction of tax payment by such addition income exemptions Rs, 5,800. Government virtually 
exempted all individuals with an income below Rs.350,000 by providing rebate under section 
87A.  By recognizing health as an important obligatory duty of the government apart from the 
Education cess and Higher education an additional 1 percent has been levied. The Finance 
Minister has increased the deduction limit of health insurance premium to Rs.50000 from Rs. 
30,000 Under section 80D of the Income Tax Act. In case of critical illness like cancers, 
Neuroglia diseases, AIDS etc. the deduction limit is one lakh with respect to annual premium on 
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health insurance policy was introduced. As per present tax system individual can claim of Rs. 
25,000 for medical insurance premium for self, spouse and children but addition amount of 
premium Rs. 25,000 can claim for parents. In case of senior citizen amount of deduction will be 
Rs. 30,000. Senior citizens have always given their first priority safety and security while 
investing the money. Most liking safest and secured investment option for senior citizen is Bank 
deposits and Post office savings where investor gets regular return without any risk. 
Government made them happy by increasing the limit of interest for tax purpose. Thus 
government proposed increase the exemption of interest on Bank deposits and Post Office 
deposits Rs. 50,000 from Rs. 10,000. This exemption is applicable to all fixed deposits and 
recurring deposit account. 

2.5 Conclusion: 
In this chapter, many studies relating to saving, investment avenues, patterns of investment and 
saving and tax planning have been exclusively reviewed. During the course of review of 
literature, it has been observed that many studies have been analyzed savings and investments of 
investors and salaried employees in theoretical and empirical manner and contributed towards 
the body of knowledge in the field of research in behavioral finances. Besides, few of the 
studies have been assessed and analyzed some of facets of investment and tax planning with 
respect to salaried employees in the state of Maharashtra and in India. However, they rather 
dealt with investment and tax planning and their implications from the prospect of the middle 
income group employees in public sector banking and insurance organizations. Almost all the 
studies have been focused either savings and investment or tax planning independently with 
respect to a particular class of investors or salaried employees but not fused into the line of 
investment and tax planning of middle income group of employees in public sector especially in 
banking and insurance organizations. The researcher came across the fact that the investment 
and tax planning are the two important variables of financial planning which have largely affect 
the economic survival of middle income group of salaried employees. It is therefore, they 
should be properly dealt with their tax efficiency and economic development in future.  This is 
an identified research gap for the study and that have been filled up by extending knowledge 
base, making necessary suggestions and policy implications for the tax efficiency of salaried 
employees. 
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3.1: Introduction: 
The present chapter describes rationale behind the research, statement of research problem, 
importance of the study, objectives and scope of the study. It also focuses on statements of 
hypotheses, research methodology adopted for the study, method of selecting and designing 
sample, nature of study and sources from where data has been collected, and tools and 
techniques used for data analysis and hypotheses testing. In addition, it elucidates 
concepts/terms used in the research, limitations of the study and at last organization of the 
research report. 

3.2: Rationale of the study 
The Indian income tax system has undergone comprehensive transformation in the matter of 
income from salaries in the last decade. Almost any kind of salary or remuneration earned by an 
employee of any status whether he may be government employee or private employee is subject 
to tax. Hence, it becomes necessary for every employee who is earning income in the form of 
salary has to understand the fundamental provisions of income tax laws which are directly or 
indirectly affected him.  Thereafter he/she has to make plan for investing available funds and 
payment of tax to be made the government. This means that a every salaried employee either 
he/she may be high, middle or low income group of employee whose income is subject to tax 
required to make planning for investment and tax liability being crucial part of his/her financial 
planning. 

By the virtue of financial planning, the exercise of investment and tax planning is a basic duty 
of a salaried employee to be carried out religiously to ensure tax efficiency and better financial 
wellbeing.   By and large, a prudent exercise of tax planning extends to appropriate investment 
planning by an ideal allotment of financial resources to reduce tax liability and safe and secured 
economic growth in future. In fact, the investment and tax planning of a salaried class assessee 
is three dimensional in nature  It includes investments in tax saving schemes from current 
income, effecting proper investments to gain maximum tax benefits/returns and effecting 
investments to ensure regular and adequate flow of income in future. Thus, investment and tax 
planning is supreme important with respect to every salaried employee since it not only ensures 
proper tax compliance but also reduce tax liability to the possible extent and thereby securing 
his / her monthly income. In this manner, the investment and tax planning is a very balanced 
disciplined and diligent exercise which should be carried out by the salaried employee in the 
light of personal goals and objects of tax implications. In order to do this, a salaried employee 
required to understand the tax laws, investment avenues and tax planning measures associable.  
In this context, the present study is an attempt to evaluate investment and tax planning of the 
middle income group employees in public sector banking and insurance organizations. 

3.3: Research Gap 
In India, numerous research studies conducted on direct tax especially relating to tax reforms 
and administrative issues of the income tax. Further, a good number of the studies on tax 
awareness and tax planning have been conducted with respect to individuals’ tax planning, 
investments and savings practices but they were not focused their attention on the investment 
and tax planning together with the employees from the two different kinds of public sector. 
Many of the studies investigated into the traditional investment avenues and very few of them 
have worked on the investment and saving pattern of salaried employees in order to assess their 
financial efficiency. Some of the research studies concentrated only on the tax saving 
instruments through tax planning with respect to specific categories of respondents. Moreover, 
majority of   the studies have not dealt with new and most feasible investments avenues and tax 
saving instruments that the government has come up in the most recent Financial Acts, since 
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they have been conducted in the past. As far as investment and tax planning  is concerned,  there 
is no  single study  that has been exclusively conducted  with a view to assess the different 
attributes of  investment and tax planning of middle income group employees in public sector 
banking and insurance organizations with respect to Maharashtra State  in general and Pune 
district in particular. On the serious dearth of such research in the region, the present study has 
assumed as immense imperative to explore awareness and applicability of investment avenues 
and tax planning measures and also evaluate the impact of tax planning on their investment and 
saving patterns of middle income group employees in public sector banking and insurance 
organizations in Pune District. Hence, the present researcher has investigated the  research 
problem which is came into light by the review of literature in a cohesive manner and proposed 
some suggestions and policy implications for the government, policy-makers academician, 
salaried persons and learned researchers. 

3.4:  Statement of Research Problem: 
The salaried employees represent a sizable class of taxpayers under the income tax of the 
country. This class of taxpayers is often seen as an indispensable community and convincingly 
contributing towards the total collection by way of income tax to the public exchequer and also 
proved themselves as honest assessees in the records of income tax of the country. Among the 
salaried class of employees, middle income group employees in the public sector bank and 
insurance organizations are the key class of taxpayers who are assessed under the head of 
‘income from salaries’ and are punctually complying towards tax obligations under the income 
tax.  These are highly cost conscious and spend their salary income diligently for protecting 
their present and future. However, in the last decade, continuous rising of inflation, the 
purchasing power of money is declining at accelerated places and strict tax obligations under 
income tax, earnings and saving are no longer enough with the middle income group employees 
to provide for the future. In order to maintain standard of living, matching the income and 
expenditure and keeping the family at safe level, they are striving to implement best investment 
avenues and tax planning measures to reduce the incidence of tax liability to minimum extent. 
Therefore, the investment and tax planning with respect to middle income group employees in 
the public sector banking and organizations is assumed  as a special important in the view of 
rising inflation,  price hike in essential commodities and strict compliance of income tax. 

A well investment and tax planning require awareness of existing income tax laws, ability to 
assess available investment avenues and tax saving instruments for the compliance of tax 
obligations and getting benefits in terms of tax efficiency returns on investments. In this context, 
the present study is undertaken to investigate the investment and tax planning of the middle 
income group employees in public sector banking and insurance organizations encompassing 
their awareness and application of investment avenues and tax planning measures, and also to 
evaluate the impact of tax planning on their investment and saving savings patterns. Hence, a 
research problem entitled “Investment and Tax Planning of the Middle Income Group 
Employees in the select Public Sector Organizations” has been selected for the study 

3.5: Significance of the Study 
The middle group employee in the country is diligent, profound, sincere, visionary having 
ability and competence second to none. The tax that is often levied on him is that he places his 
career and his employer before his family and himself. This is not very untrue. Although he 
spends long hours at his office and at home, he worries about affairs of his employer. This 
actual cause of safeguarding the interest of his employer he neglects his own and his family and 
natural result is that he and his family suffers. In times of inflation and rising prices, middle 
income group employees always suffer most. Others can pass the increases downward to their 
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clients or consumers whereas middle income group employees, with their fixed income have no 
option to pass it on to. As increments seldom equal the prices due to inflation, the effective 
purchasing power of money in the hands of employee falls. The result is that as middle income 
group of salaried employee gains in wisdom and experience, he is able to afford lees. This is 
unfair it is sad truth. It is therefore imperative that  the middle income group employee should 
aware various investment avenues and tax planning measures  so that he may  reduce his tax 
burden by availing tax deductions, exemptions, concessions, rebates and reliefs by effecting best 
investment avenues tax planning measures. In this juncture, the investment and tax planning has 
extensive significance in the puzzling complexities of Indian taxation laws. It is nonetheless to 
say that the study of investment and tax planning being overwhelming importance for the 
economic development of any kind of salaried employees and ultimately to the country. This 
present research is immense important whereby the researcher explored and assessed the 
investment avenues, tax planning measures associable under income tax and impact of tax 
planning on saving habits and investment pattern with respect to the middle income group 
employees. Despite of the foregoing issues, the study is also important for the following 
grounds: 

1. The Indian income tax system has undergone comprehensive transformation in the matter 
of income from salaries since last decade. 

2. The Central Board of Direct Taxes that is CBDT has made many radical changes in the 
system of direct taxation to arrive at simplicity and transparency in tax collection and tax 
compliance in the country. 

3. Investment and tax planning are the most important dimensions of financial planning of 
every individual assessee especially salaried employee whose income subject to income 
tax. 

4. The investment and tax planning are the challenging activities for every salaried employee 
financial environment with multidimensional investment avenues and strict obligations to 
tax compliance. 

5. Due to continuous of inflation, rising prices of essential commodities and declining the 
purchasing power of money in recent years, earnings and saving are no longer enough with 
the middle income group employee to provide for the future. 

6. Research studies on investment and tax planning of middle income group employees 
especially serving in public sector banking and insurance organizations with respect to 
Maharashtra State in general and Pune District in particular are almost none. 

7. The study especially important in the context to Pune district since it has fast growing 
population with vast public sector banking and insurance business networks. 

With these views, the present study is proved as a great endeavourer and has been drawn most 
useful findings and suggestions and certain policy implications for the government, policy-
makers academician, salaried persons and learned researchers. 

3.6: Objectives of the study 
To comprehend the concepts of investment and tax planning with respect to Income Tax Act 
prevailing in the country. 

1. To review of literature relating to the investment and tax planning of salaried employees in 
general and middle income group employees in particular. 
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2. To outline the legislative framework regarding investment and tax planning under Income 
Tax Act, 1961 with respect to salaried employees. 

3. To analyze the level of awareness among the middle income group employees in public 
sector banking and insurance organizations towards investment avenues and tax planning 
measures available under income tax. 

4. To recognize and analyze the investment pattern used by the middle income group 
employees for tax planning. 

5. To identify and analyze the tax planning measures being adopted by the middle income 
group employees for tax planning. 

6. To examine the impact of tax planning on the investment pattern and savings pattern of the 
middle income group employees. 

7. To suggest certain means and measures for formulating a good investment portfolio and 
effective tax planning for the middle income group employees. 

8. To outline certain policy implications in the light of findings for government and policy-
makers for necessary reforms and policy decisions in the statutory framework of income 
tax laws. 

3.7 Scope of the study: 
The scope of the present study in the view points of geographical operational and temporal is 
outlined below: 

The present study restricted geographical area of Pune district since covers the sample 
respondents such as middle income group employees serving in the selected public sector 
banking and insurance organizations located over the entire Pune District in the State of 
Maharashtra. 

The research study is mainly based on primary and secondary data. As far as the secondary 
information is concerned, the study has reviewed and analyzed the secondary information 
relevant to the subject matter as accessible irrespective of period constraint. However, the 
primary data as analyzed in the study has been collected mainly during the assessment year 
2018-19 in relation to the financial year 2017-18. Hence, in the entire study, the financial year is 
presumed as the financial year -2017-18. 

The study operationally comprehends the concepts of investment and tax planning with respect 
to Income Tax Act prevailing in the country. In addition, the study has reviewed literature and 
also gains brief insight into the income tax reforms with respect to investment and tax planning. 
However, in the analytical part of the study, an attempt has been made to evaluate the level of 
awareness of the middle group employees towards the investment avenues and tax planning 
measures. Similarly, the study specifically recognized and analyzed the investment avenues and 
tax planning measures used in the tax planning by the respondents. At the last, it has analyzed 
the impact of tax planning on attributes of investment pattern and saving pattern of the middle 
income group employees in public sector banking and insurance organizations. 

3.8: Statements of Hypotheses: 
With the relevance of the research problem and the objectives as described, the study has been 
pursued to test the following research hypotheses: 



 

 

 

43 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

1. There is significant difference among the middle income group employees in the banking 
and insurance organizations with respect to awareness about the tax planning measures 
accessible under income tax. 

2. There is significant difference between the middle income group employees in the banking 
and insurance organizations with respect to awareness about the investment avenues 
accessible under income tax. 

3. There is significant difference in the perceptions of the middle income group employees in 
banking and insurance organizations towards the impact of tax planning on investment 
pattern with respect to their size of monthly salary. 

4. There is significant difference in the perceptions of the middle income group employees in 
banking and insurance organizations towards the impact of tax planning on saving pattern 
with respect to their size of monthly salary. 

3.9: Research Methodology 
The present study is the descriptive and analytical in nature and adopted primary and secondary 
sources of data collection. Hence the study has been employed the descriptive as well as 
analytical methods of research which consists of survey, personal discussion, observation and 
review of literature, etc. The  sources of data collection used the study are elaborated as under: 

3.9.1: Primary Data: 
Every questionnaire has been personally provided to each of the sample employees and filled up 
with making necessary discussion. Besides, the views and opinions gained from the personal 
discussions with tax consultants and/or tax professionals and financial consultants have been 
recorded and used for analysis and interpretation of data and the provisions of income tax law 
pertaining to investment avenues and tax planning. 

3.9.1.1: Structure of Questionnaire: 
For this research  study one set of questionnaire has been used for the collection of data from the 
respondents (see Appendix-II). The set of questionnaire starting with the profile of respondents 
consisted of open-ended and close-ended questions with options and scales relating to the 
different aspects of investment and tax planning.  The structure of questionnaire is: 

 Section -A :Personal and Employment profiles of respondents; 

 Section -B : General opinions on tax planning and income tax; 

 Section-C: Awareness & application of tax planning measures & investment avenues; 

 Section ‘D’: Impact of savings habits and investment pattern on tax planning. 

Apart from the personal and employment profiles of respondents, nature of most of the 
questions in sections of B and C have been designed in the Likert Fashion on       5 points scale 
ranging weightage of score from 5 to 1. This means 5 for most favourable response and 1 for 
least favourable response. The variables identified for the study have further structured into 
some attributes/ statements to respond by the respondents on them with 5 point scale contained 
in the questionnaire. 

3.9.2: Secondary data: 
Secondary data for the research study has been collected from the records or reports of 
authorities of Income Tax such as the Comptroller and Auditor General of India (CAG), All 
India Income Tax Statistics and Central Statistical Organization etc. In addition, secondary data 
has been collected from Government publications, like Financial Acts, Annual Statistical 
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Reports, and Economic Surveys of India, etc. Various books, newspapers, Journals, periodicals 
and relevant articles and frequent questions and answers (FQAs) published on official websites 
of Income Tax, Government of India and other related bodies have also been used. 

3.10: Delimitation of total population for the Study: 
In the present study, the opinions, perceptions and attitudes of middle income group of 
employees of public sector banking and insurance organizations have been sought on the 
investment and tax planning. The middle income group employees in the 21 banking and 55 
life-insurance and non-life insurance public sector organizations in Pune District is the total 
population for the study.  However, out of the total 76 public sector organizations 7 banking and 
4 insurance organizations being total 11 public sector organizations have been selected to define 
accessible population for the study. This is because, these 11 public sector banking and 
insurance organizations with their branches are scattered over the entire jurisdiction of Pune 
District and also within the reach of researcher. Hence, all the middle income group employees 
working in these 11 public sector banking organizations the accessible population for the study 
(see Appendix-I). 

3.11: Accessible population for the Study 
The accessible population for the study is around 12000 middle income group employees 
serving in the 7 banking and 4 insurance public sector organizations in Pune District which has 
been workout from the report and data displayed on the official websites of ‘Reserve Bank of 
India (RBI)’ and ‘Insurance Regulatory and Development Authority of India (IRDAI)’ 
(www.rbi.org.in, www.irdai.gov.in) accomplished with the e-filing record of  Income Tax 
Department, Pune Zone. Out of these, nearly 11000 middle income group employees are 
working with public sector banking and insurance organizations located in Pune city under the 
jurisdiction of Pune Municipal Corporations and Pimpri Chinchwad Municipal Corporations, 
whereas around 1000 middle income group employees working in the public sector banking and 
insurance organizations located in rest of the district under jurisdiction of 14 Talukas (Tahsils). 
Thus, accessible or accessible population for the study is 12000 middle income group 
employees in 11 public sector banking and insurance organizations in Pune District has been 
considered for the designing the sample for survey. 

3.11.1: Sample Design for the study: 
The present study may entail a huge accessible population of 12000 middle income group 
employees in the eleven public sector banking and insurance organizations in Pune District 
which cannot be studied entirely. Hence, the sample respondents have been selected from the 
accessible population. The sample of 300 respondents each from the public sector banking and 
insurance organizations being a total of 600 respondents has been selected for the study. In 
order to have a fair geographical and socio-economic representation to the respondents, the 
purposive-cum-stratified sampling method has been used for the selection of sample for the 
study. The sample has been designed for the study by selecting the representative respondents 
from both public sector banking and insurance organizations under the four geographical 
locations of Pune District. The sample designed for the study by purposive-cum-stratified 
method of non-probability sampling is presented as under: 

Table 3.1 Sample Design for the Study: 

Stratum Location Type of Organization Sample 
Design Banks Insurance 

Strata- I 
Pune Municipal Corporation 70 50 120 
Pimpri Chinchwad Corporation 70 50 120 
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Strata -II 

Khed Taluka 20 20 40 
Ambegaon Taluka 15 10 25 
Junnar Taluka 15 25 40 
Shirur Taluka 5 10 15 

Strata -III 

Baramati Taluka 20 30 50 
Indapur Taluka 10 20 30 
Daund Taluka 10 15 25 
Purandar Taluka 5 10 15 

Strata -IV 

Bhor Taluka 15 15 30 
Velhe Taluka 5 5 10 
Mulshi Taluka 10 10 20 
Maval Taluka 30 30 60 

 Total 300 300 600 

The sample size of 600 respondents selected for the study is nearly 5 percent of the accessible 
population which is representative and statistically quite enough to test the hypotheses at 5 
percent level of significance.  Moreover, the sample size for the study is significantly larger than  
the sample size as directed  by the “J. T. Roscoe’s (1975), Rule of Thumb”, that is any sample 
taken in between 30 and 500 which is statistically enough for this research in social science. 

3.12: Variables Identified for study: 
The opinions, perceptions and attitudes of sample respondents from the public sector banking 
and insurance organizations have been sought on the investment and tax planning have been 
analyzed to draw findings and to provide required suggestions and policy implications. For this 
purpose, the following variables have been identified for the study: 

1. ‘Awareness on Investment Avenues.’ 

2. ‘Awareness on Tax Planning measures.’ 

3. ‘Application of Investment Avenues.’ 

4. ‘Application of Tax Planning Measures.’ 

5. ‘Impact of Tax Planning on Investment pattern.’ 

6. ‘Impact of Tax Planning on Saving Pattern.’ 

3.13: Tools and Techniques used for Data Analysis: 
The sample is based on analytical approached is used for the study. Hence, primary data is 
classified with the use of Microsoft excel and SPSS software. It is presented with the help of 
tables and graphs and used ratios, percentages and averages to analyzed data. The data has been 
Measures under the central tendency mean, mode and medium. As far as the testing of 
hypotheses is concerned, the Independent Samples t test and one-way ANOVA and have been 
used as an inferential statistical analysis. The statistical tools so employed for testing of 
hypotheses are explained below: 

1. Independent Samples t test: It is used to judge whether there is significant difference 
between the means of two samples. The t test will indicate whether the perceived 
differences among the two groups of sample are significantly different. 

2. One way ANOVA: It is a statistical tool used in the context of all the cases where a 
researcher wants to examine the significant mean differences between more than two 
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sample groups. The ANOVA results indicate that whether the groups are significantly 
different from one another by f statistics and p value. 

3.14: Working Definitions of terms used in the Study: 
The working definitions which have been used in the study are given below: 

1. Middle Income Group Employee: Broadly speaking, a middle income group employee 
means a person whose salary is in the centre scale in the prescribed pay structure in relation 
to particular sector of the country and working between the upper class and lower class in 
the organizational hierarchy. However, the present study mainly fused to the Income Tax, it 
is therefore necessary to define the middle income group employee for the study with 
respect to the income slabs and tax rates as applicable to an individual assessee for the 
assessment year 2018-19. The middle income group employees have been defined by 
dividing the income of the employees according to income Slabs and rate of income tax 
applicable have been made as under: 

Sr. 
No. 

Income Group Employees Income Slabs Tax Rate 
applicable 

1 Lower Income Group Employees Up to Rs. 2,50,000 Nil 

2 Lower Middle income Group 
Employees Rs. 250,000 to Rs 500,000 10% 

3 Upper middle Income Group 
Employees Rs. 500,000 to 10,00,000 20% 

4 High Income Group Employees Above Rs.10,00,000 30% 

Form the classification, it is clear, the middle income group income group employees are those 
whose income above Rs. 250,000 but less than Rs. 1000,000. However, for the present study, 
middle income employees whose annual income is nearly close to Rs 500,000 and less than Rs. 
100,000. This means the gross monthly salary of an employee is above Rs.40000 and above but 
less than Rs. 85000/ subject to maximum of Rs.10 lakh. 

2. Tax Planning: It is a systematic arrangement of financial affairs of a person in such a 
manner so as to obtain maximum advantage of deductions, rebates, exemptions, reliefs 
provided in the tax laws and thereby minimize tax liability. In short, the tax planning is a 
legal practice of careful planning and intellectual application of expert knowledge with a 
view to securing tax benefits by keeping in mind the interest of the state and public. 

3. Investment: It is an activity of deployment of savings in the financial and/or real assets 
with an intension of maintaining or increasing its value or earning of an additional income 
in future. In other words, investment is an activity that commits funds from the current 
earnings in any financial or physical form in the present with an intension of earning 
additional return or value addition in the future. Thus, investment is a commitment of funds 
to gain future income in terms of interest, dividend, rent, premium, tax saving or 
appreciation in the inputted value. 

4. Savings:  Broadly speaking savings is an excess of income over the expenditure on 
consumption. It is a part of income kept aside for future need. Savings means of an act of 
abstaining from ones’ income on consumption. It is the part of income which is unspent 
that will be used for investment latter on. But in the context of study, saving means the 
portion of current income that put into the short-term interest bearing deposits or schemes 
to avail returns in the form of interest and tax benefits. 
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5. Investment Avenues: It refers to various alternatives through which a person can 
channelize his saving at most profitable manner. In other words, investment avenues are 
the different alternatives or schemes for investing money in most profitable manner. Hence 
it is called as investment alternatives or investment schemes. 

6. Tax Planning Measures: Tax planning measures are those in which investment of funds 
are made in tax free return investments, tax saving instruments, tax free maturity 
instruments and no tax deductions at source investments to minimize tax liability in fair 
and permissible manner. 

7. Investment Pattern: Investment pattern is reassured investment in an array of investment 
avenues preferred by the person for availing the financial benefits with an intention of 
reducing tax liability to maximum possible extent. In simple words, investment pattern 
means the types of investment avenues in which funds are deployed for the purpose of 
deriving the benefits of returns and tax efficiency. 

8. Saving Pattern: saving pattern is reassured deployment of the savings in an array of the 
short-term interest bearing deposits or schemes preferred by the person for availing the 
financial benefits to avail returns in the form of interest and tax benefits. 

3.15: Limitations of the study: 
In spite of all possible efforts have been made to analysis of data more comprehensive and 
scientific, a study of present type bound to have certain limitations. Some of them are: 

1. The study is confined to the middle income group employees in public sector banking and 
insurance organizations located in urban, semi-urban and rural areas of Pune District. 
Hence, general applications of the results may be restricted only to similar socio-economic 
environment. 

2. The data relating to the deductions under section 80C to 80G has been analyzed and 
interpreted in consolidated manner since the respondents were not willing to provide 
specific figure relating each of the investment or contribution made under these sections. 
However, every possible effort has been made to interpret the same properly. 

3. Income tax is a very sensitive subject therefore, the respondents generally may unwilling to 
disclose information relating to investment and saving avenues and tax planning measures 
adopted due their emotions and status with them so that there may be possibility to have 
some biases in results. But all possible care has been taken to cross check their responses to 
obtain correct information. 

4. The sample size designed for the study by adopting purposive-cum stratified sampling 
method is restricted to nearly 5 percent as accessible population. Hence, the limitations of 
restricted sample size are applicable to the study. 

5. The primary data for the study has been collected by providing questionnaires to the 
respondents after having personal canvassing and discussion with them. The data so 
collected are subject to ‘what may be called error of response’ in some degree or other. 
Such errors of responses are largely due to lack of understanding or knowledge towards 
certain provisions of income tax laws. 
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3.16: Organization of Research Report: 
The report of the present research study is organized in the five chapters: 

 Chapter I- Conceptual Framework of Investment and Tax Planning deals with overall 
background of the topic and explains the concepts of investment and tax planning with 
respect Income Tax Laws. 

 Chapter II- Review of Literature regarding Investment and Tax Planning: It is 
concerned with review of available literature based on the previous studies conducted on 
investment and tax planning under income tax relating to the salaried employees. 

 Chapter III- Research Methodology: It describes the rationale behind the research, 
statement of research problem, objectives, significance of the study and scope of the study, 
hypotheses formulated, research methodology adopted, sample size, sources of data 
collection and tools and techniques used for data analysis and hypotheses testing., 
concepts/terms used in the research, limitations of the study and organization of the 
research report. 

 Chapter IV- Legislative Framework  in respect of  Investment and Tax Planning:  It 
summarizes the legislative framework under regarding investment and tax planning Income 
Tax Act, 1961 with respect to salaried employees. 

 Chapter V-Analysis and Interpretation of Data: It presents the analysis and 
interpretation of primary data relating to investment and tax planning and also exhibits the 
descriptive analysis and hypotheses testing and their inferential analysis 

 Chapter VI- Findings, Suggestions and Policy Implications: It provides summary of 
findings and suggestions with policy implications examined from the analysis of primary 
and secondary data. 

3.17: Conclusion: 
The chapter has designed the research methodology to assess the investment and tax planning of 
middle income group employees in the public sector banking and insurance organizations in 
Pune District with an intension to find solution to the research problem by the analysis of data 
surveyed and to make necessary suggestions and policy implications in the last chapter. 
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4.1:  Introduction: 
Income Tax Act, 1961 classifies total income of an assessee into five heads of income for the 
computation of total income and charge income tax thereon. The different rules and methods 
govern to the computation of income under all these heads. Income belonging to a specific head 
is to be computed invariably under that head. As per section 14 of the Income Tax Act, all the 
five heads of income are mutually exclusive and each head being a specific to cover the income 
arising from a particular source. The first four heads of income are specific to content and while 
last head ‘Income from other sources’ is the residual head covering all kinds of income 
whatever source derived. There are various deductions and exemptions under each of the five 
heads of income and while computing the income under each of the heads, specific deductions 
and exemptions can be claimed by assessee as per the prescribed provisions and manner in 
respect that head. Moreover, the policy of the income tax has always been emphasizing on 
mobilization of revenue for the government in the view of socio-economic objectives of the 
country. In order to achieve socio-economic objectives, the government has provides various tax 
incentives in the form of deductions, exemptions and rebates under the Income Tax Act for the 
encouragement of savings, promoting investments in priority sectors, maintaining regional 
balance, development of education, welfare of senior citizen, handicapped persons, etc. Besides, 
the government has also made necessary changes/ amendments in the income tax through the 
Finance Act every year according to the changing socio-economic scenario in the country. The 
various deductions, exemptions, rebates as provided in heads of income and tax incentives given 
for social welfare and investments are to be assessed accurately by every assessee while making 
investments and tax planning. 

The present chapter has attempted to summarize the legislative framework of Income Tax Act, 
1961 in respect to investment and tax planning of middle income group employees in public 
sector banking and insurance organizations. For the sake of convenience and suitable 
presentation, the chapter divided in to three parts. Part one deal with deductions and exemptions 
under various heads of income, part second presents the tax incentives for social welfare and the 
last part explains the tax incentives for savings and investments. 

4.2: Deductions and Exemptions under different Heads of Income: 
For computation of total income and charging to section 14 of the Income Tax Act, 1961, 
classified all incomes under five heads such as Salaries, income from House Property, Profits 
and Gains of Business or profession, income from Capital Gains and Other Sources. Under each 
head of income, specific deductions and exceptions have been laid down by the Act itself. 
Hence, the assessee has to assess his income and claim deductions and exceptions under each of 
the heads for the purpose investment and tax planning. Hence, in the present part the deductions 
and exemptions available under the various heads of income under the Income Tax Act, 1961 
are examined below: 

4.2.1: Deductions and exemptions under the head ‘Salaries’: 
Salary income, commonly known as income from employment or compensation for services is 
one source where attract tax compliance is more because tax is deducted at source. Salary 
income includes wages, gratuity, pension, any fees, commission, perquisites, profit in lieu of 
salary or wages. Salary is taxable either on due basis or the receipt basis, whichever is earlier. 
As the employer has an obligation to deduct and pay tax on behalf of the employee. Hence, 
chances of salaried income going unreported are less as compared to other income sources.  
Under the head, income from salaries, the deduction under section 16 of the Income Tax Act, 
and retirement benefits in respect of gratuity, pension, and leave encashment, Retrenchment 
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Compensation, Compensation for voluntary Retirement, Payment for Provident Fund or 
voluntary Retirement are considered in respect of tax planning of salaried employees. 

4.2.1.1: Standard Deduction [Section 16(i)] 
Standard deduction from the salary is a fixed nature of deduction to given to all employees 
irrespective of their designation and regardless of the fact whether the employee actually 
incurred any expenditure incidental to the employment. A salaried employee and a pensioner 
can claim standard deduction even in respect of pension and gratuity. The standard deduction 
can be claimed even if the salary received by the employee from more than one employer during 
the financial year. The Standard deduction from salary was allowed up to the assessment year 
2006-07 and it was removed from the assessment year 2006-07 to assessment year 2018-19. 
Further, it has incorporated from the assessment year 2019-20 as rupees forty thousand or the 
amount of salary, whichever is lower. It is allowed from salary before standard deduction after 
giving effect to the deduction of entertainment allowance and tax on employment. The Standard 
deduction under section 16(i) for the assessment years 2002-03 to 2005-06 was allowed as 
under: 

Assessment 
Year 

Income from Salaries (Rs. in Lakh) 
Up to Rs.1.50 Rs.1.50 

to 
Rs.3.00 

Rs.3.00 
to 

Rs.5.00 

Above 
Rs.5.00 

2002-03 
to 

2003-04 

33  % of the salary or Rs. 30,000 

whichever is less. 
Rs. 25,000 Rs. 20,000 Nil 

2004-05 
to 

2005-06 

40 % of the  salary or Rs. 30,000 
whichever is lower Rs.30,000 Rs.30,000 Rs.20,000 

2019-20 Rs. 40,000 is allowed regardless of  the size of salary income by ceasing  
deductions of transport allowance and medical allowance 

2020-21 Rs. 50,000 is allowed regardless of the size of salary income by ceasing    
deductions of transport allowance and medical allowance 

2021-22 Rs. 50,000 is allowed if individual opts for the old tax regime. 

4.2.1.2: Entertainment Allowance [Section 16(ii)] 
The deduction under the head ‘Income from Salaries’ in respect of entertainment allowance is 
allowed for the assessment year 2018-19. This allowance is added to under the head ‘Income 
from Salaries’ and thereafter a deduction is given in the following manner: 

Sr. No. Type of 
Employee 

Deduction in respect of Entertainment Allowance 

1 
Government 
Employee 

Least of the following is allowed as a deduction: 
a) Rs. 5000, 
b) 20 percent of basic salary or 
c) Actual amount of entertainment allowance. 

2 Other Employee No as such deduction is allowed from the A.Y.2002-03. 

4.2.1.3: Professional Tax [Section 16(iii)] 
It is also called as tax on employment which is levied by a state under article 276(2) is allowed 
as a deduction from the salary income up to Rs.2500 per annum. It is allowed from the 
assessment year 1990-91 and no amendment was made in this respect up till now. 
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4.2.1.4: Gratuity [Section 10(10)] 
Gratuity is a gratuitous amount of money given to the employees after retirement with the 
appreciation of their long period of service. The tax treatment of gratuity depends on the nature 
of employment of the employees is as follows 

1. Government Employees [Section10(10)(i)] 
Any death-cum-retirement gratuity amount received by an employee of the local authority, State 
Government or Central Government is wholly exempt from tax. 

2. Employees covered by the payment of Gratuity Act [Section10(10)(ii)] 
Any gratuity amount received by employee under the Payment of Gratuity Act, 1972, is exempt 
to the extent of 

a. Fifteen days salary (in case of seasonal establishments of employees only 7 days) based on 
last given salary for  finished year of service or of thereof more of 6 months. 

b. Rupees Twenty Lakh ( notification no. 16/2019 dated 8th Mar. 2019), or 

c. Actually gratuity amount received, whichever is less. 

If amount received in excess of aforesaid gratuity limits then it is taxable in the hands of 
assessee. However an assessee can avail relief under section 89. Salary for the of  calculation of 
gratuity salary last drawn including dearness allowance but exclude “bonus, commission, house 
rent allowance, overtime wages or any other allowance”. Fifteen days salary is calculated by 
dividing the last drawn salary by 26 and multiplying it by 15. Section 89, further provided that 
the gratuity received above limit, no relief is permissible when the taxable gratuity is with 
respect of service rendered for less than five years. Admissible relief from the amount is divided 
into two categories: 

i. Amount of gratuity payable in respect of last 15 years of service or more. 

ii. The calculation is differed for to the first category when the period of service is 5 years or 
more but less than 15 years. 

3 Other Employee [Section10(10)(iii)]:  
If gratuity is not covered under the Payment of Gratuity Act then that gratuity amount received 
by an employee on his retirement time, resignation period, termination time, is exempt from tax 
to the extent of at least amount of following 

a. Rs. 20,00,000 (On or after 29th Mar. 2018, notification no. 16/2019 dated 8th Mar.2019) 

b. Half month’s salary for every completed year of employment 

c. Actually gratuity amount received. 

On due or receipt basis in excess of aforesaid gratuity amount is taxable in the hands of 
employees. For calculating completed year, fraction of the year needs to be ignored.  Average 
monthly salary is calculated on the basis of 10 months of salary immediately preceding the 
month in which assessee retires. For  salary includes basic salary and dearness allowance in case 
of job so proved and excludes all allowances and perquisites. If gratuity received from more 
than one employee in a same previous year of different years in that case aggregate maximum 
amount cannot more than Rs. 10 lakh. However, it is received during the employment period 
then it will not get exemption. 
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4.2.1.5: Pension [Section 10(10A)] 
Pension represents lump sum of series of periodic payments made to a salaried employee who 
retires from employment because of age, disability or completion of agreed term of service. 
Hence, pension is paid out the employee in lump-sum at the time of retirement is called as 
commuted and periodically on monthly basis i.e. un-commuted. 

a) Taxability of Un-commuted and commuted Pension: The tax treatment for commuted 
and un-commuted pension for the assessment year 2018-19 is as follows: 

Sr. No. Nature of Pension Tax Treatment 
A Un-commuted 

Pension 
It is taxable amount to  government and non-
government employee under section 15. 

B Commuted Pension  

1.  Government 
Employee 

It is exempted from tax in respect of all government 
employees including state, central, local authorities and 
statutory corporations under section 10(10A) (i). 

2.  Other Employee: 

Receives pension with 
Gratuity 

Receives only pension 

Exempted one third of the 
amount of commuted pension 
which entitled to receive. 

Exempted half of the 
amount  of commuted 
pension which entitled 
to receive 

b) Pension received by a family member : A pension received by a family member is un-
commuted is taxable to recipient under section 56 the head ‘‘Income from other sources’’. 
Standard deduction is applicable under section 57 which is rupees fifteen thousand or 1/3 
of such pension whichever is lower. But commuted or lump sum pension is fully exempted 
from tax. 

c) National Pension System (NPS): This scheme is applicable to new comers to other 
employee as well as government employee. As per NPS, it is compulsory for employee 
who entering the government service on or after January 1, 2004, to contribute ten percent 
of salary each month towards NPS. The tax treatment is as follow 

1. Contribution towards NPS needs to be added in the head of Salary. 

2. Under section 80CCD to the extent of 10 percent of the employee salary contribution is 
eligible to deduct. 

3. In the hands of recipient the received pension is taxable. Exemption is available on partial 
withdrawal before retirement or at the time of retirement. 

4. Salary purpose includes basic salary and dearness allowance, if it is part of retirement 
benefits and commission payable at a fixed rate of turnover 

4.2.1.6: Leave Encashment [Section 10(10AA)] 
Leave encashment received by an employee as cash equivalent to earned leaves at his credit at 
the retirement time  whether on superannuation is taxed as under: 

Employer Available deduction 
Central/ State Govt. 
employees: 

Amount received as cash equal of leave salary with respect of 
earned leave at retirement time or superannuation is exempt under 
[section 10(10AA)(i)] 

Other  employee To the extent of the lease of the following: 
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a) Cash equivalent of earned leave, or 
b) 10 months ‘average salary’ or 
c) The amount as specified by the government. 
d) Amount actually received under leave encashment. 

Note: - In this regard, the average salary drawn during the period of 10 months immediately 
preceding from the date of retirement. 

4.2.1.7: Retrenchment Compensation [Section 10(10B)] 
Section 10(10B) has laid down the following provisions regarding the deduction allowed in 
respect of retrenchment compensation. 

Amount of exemption in respect of retrenchment compensation is the least of following: 

1. Amount received as compensation. 

2. As per section 25F(b) amount calculated at fifteen days average amount for every finished 
year of employment or any part , in excess of six month 

3. Rs. 5,00,000 

Amount received from scheme approved by Central government is fully tax free. 

4.2.1.8: Compensation for Voluntary Retirement [Section 10(10C)]: 
The section 10(10C) provided the deduction in respect to the compensation amount received at 
the voluntary retirement time  for the satisfying of the following conditions: 

1. Amount received on “voluntary retirement” or separation 

2. Received by an employee of an authority established under a Central, State or Provincial 
Act, Local authority, University, An Indian Institute of Technology, The State 
Government, The Central Government, A notified institute of having importance 
throughout India or any state., Notified institute of management like Indian Institute of 
Management, Public sector company, or Any company or a co-operative society. 

3. With the scheme of voluntary retirement or separation if compensation is received which is 
framed in accordance with prescribed guidelines 

4. Rs. 5,00,000 is maximum amount for exemption 

5. The exemption is allowed for any assessment year, no remain exemption will be allowed to 
him. 

4.2.1.9: Payment form Provident Fund [Section 10(11), (12)] 
The main intend of a provident fund is to provide better funds to an employee on his retirement 
or on severance of employment. It is wonderful way of savings. Normally employee contributes 
a fixed amount of his salary to it and employer matches it. These contributions are invested in 
gilt edged and other approved securities and interest earned thereon is credited to the account. 
The tax treatment to the contribution and interest credited to the account has been explained 
according to types of provident funds as follows: 

Sr. 
No. 

Provident  Fund 
Type 

Employers’ 
contrition 

Interest 
Credited to 
the Account 

Receipt of 
Lump-sum 

amount 

Employees’ 
Contribution 

1 Statutory 
Provident Fund Exempt 

Exempt Fully exempted Deduction u/s 
80 subject to 
Notified limit 
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2 Recognized 
Provident Fund 

Exempted  
up to 12% 

above 
which is 
taxable 

Exempted  up 
to 9.5% above  

which is 
taxable 

Exempt from 
tax in some 

cases, or from 
the beginning 

else PF shall be 
considered as an 

unrecognized 
fund 

Deduction u/s 
80 subject to 
Notified limit 

3 Unrecognized 
Provident Fund Exempted 

Interest on own 
contribution 

charge to 
under’ Income 

From Other 
Source’ 

Employers’ 
contribution and 
interest thereon 
is fully taxed as 

Salary. 

.No deduction 
u/s 80 

4.2.1.10: Payment form Approved Superannuation Fund [Section 10(13)] 
Under section 10(13) if contribution to “superannuation fund” by employer then it is chargeable 
in the hands of employee to the extent such contribution exceeds Rs. 1.5 lakh per assessment 
year. It is chargeable in the year of contribution made. 

4.2.2: Deductions and exemptions under the head ‘House Property’: 
As per the Income tax Act, the owner of a house property is tax on the income in the form of its 
annual value under head ‘‘Income from house property’’ on accrual basis. It is not rent received 
that put to charge but the “annual value of house property”. Under this head deductions under 
section 24 are examined for the purpose of tax planning. 

4.2.2.1: Deductions u/s 24  of let out House property: 
Following two deductions are available under section 24 

1. Standard deduction: Thirty percent of net annual value is deductible irrespective of any 
expenditure incurred by the taxpayer. 

2. Interest on borrowed capital: The annual Interest on capital borrowed for the purchase, 
repair, renewal, construction or reconstruction of the house property and interest on fresh 
loan taken to repayment of the original loan is allowable as a deduction  on accrual basis 
(even if books of account are kept on cash basis). However, any commission or brokerage 
for arranging loan is not allowed for deduction. 

3. Interest on pre-construction period: In five equal installments, interest of pre-
construction period is deductible. On completion of construction of property, first 
installment is deductible. 

4.2.2.2: Deductions u/s 24 in respect of Self-occupied House property: 
1. If loan for acquisition of house property has been taken before 1 April, 1999, then the 

maximum limit of allowable deduction for due interest is Rs. 30,000 otherwise it will be 
Rs. 2 lakh for 1 April, 2014. 

2. If loan has been taken at any time for renovation, maintenance and repairs of house 
property, then the maximum limit of allowable deduction for due interest is Rs. 30,000 

If the house property is not self-occupied and borrowed capital for construction or maintenance 
of house building then the due interest will deduct but loss from house property can set off 



 

 

 

57 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

maximum up to 2 lakh with income from any other head, in same financial year and balance 
loss in subsequent eight years but only with income from house property head. 

4.2.3: Deductions/exemptions under the head ‘Profits and Gains of Business/ Professions’: 
Any profit or gain derived any business or profession/ vocation is changeable to tax under the 
head ‘‘Profits or Gains of Business or Profession (section 28)”. Under Section 36 of , the 
various expenses that are allowed as a deduction from the income earned from business and 
profession.  However, almost all salaried employees do have income from this source, and 
therefore deductions and exemptions under the same have not been examined in respect of tax 
planning. 

4.2.4: Deductions and exemptions under the head ‘Capital Gains’: 
As per the Income Tax Act, any income or gain arising in the previous year from the transfer of 
a capital asset held as an investment is chargeable to tax under the head ‘‘Capital Gains” 
(section 45), The capital gain can be short-term or long-term gains. The deductions and 
exemptions under section 54 such as sale of residential house property, transfer of land for 
agriculture, transfer of certain securities, etc, are examined as under: 

4.2.4.1: Exemptions of Capital Gains:  The profits or gains arising from the transfer of a 
capital asset are chargeable to tax under the head ‘‘Capital Gains’’. The deductions of capital 
gains according to nature of capital asset are: 

1. Long term capital gain on transfer of residential house property [Section 54]: if an 
individual or HUF purchased a house property before one year the transfer date or 2 years 
within transfer, or constructs one residential house in India within 3 years of transfer then, 
Tax-free amount equal amount of reinvestment as above or capital gain whichever is less. 

2. Long term capital gain due to transfer of agricultural land: if an individual within 2 
years of transfer, purchased agricultural land then tax free amount is equal amount of 
reinvestment as above or capital gain whichever is less. 

3. Short term/ Long term capital gain due to compulsory acquisition of industrial 
building or land [Section 54D]: If an individual purchase land or building for industrial 
purpose within 2 years of transfer then tax free amount is equal amount of reinvestment as 
above or capital gain whichever is less. 

4. Long term capital gain due to transfer of any capital assets after April 1, 2000 
[Section 54EC]:If the long term investment made by individual such as rural electrification 
corporation, NHAI capital gain bond with five year locking period, from the capital gains 
appearing from transfer of immovable property such in financial year where asset are 
transferred and the amount of investment in the next financial year shall not more than Rs. 
50 lakh, then such capital gain shall be exempt from tax. 

5. Long term capital gains due to transfer of any property other than residential housing 
property[Section 54F]: if property is purchased one year before the transfer or within two 
years of transfer or constructed within three years and selling cost of transferred property is 
equal to or less than the amount spent for purchase of new house then total capital gain will 
be exempted , but if it is more the amount spent then 

 
6. Short/ Long term capital gains due to transfer of properties while removing industrial 

units from urban area[Section 54G]: if construction of new industrial units is done one 
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year before the transfer date or within 3 years of transfer date in rural area then. Tax free 
amount = Amount of reinvestment as above or capital gain whichever is less. It should be 
noted that the exemptions under “section 54,54B, 54D, 54F, 54G” are applicable subject to 
the completion of following conditions: 

1. New property investment is not possible in the same financial year. As per section 139(1) 
before the due date of return filling, it is compulsory to deposit the capital gain by opening 
an account (CGI Account scheme 1988) in any nationalized bank. If not invested in new 
property before due date then deposited amount will be taxed accordingly. On the 
deposited amount interest will be receivable. 

2. At least three years the new property should be under the ownership of assessee from the 
date of purchase or construction of new property 

4.2.5: Deductions and exemptions under the head ‘‘Income from Other Sources’’: 
It is last and residual head of income to charge tax.  Any income amount that does not  covered 
under above discussed four heads of income then it is to be taken under the head ‘‘Income from 
other source’’ under the section of 56. The income chargeable to tax under the head of “other 
sources” is computed after making the following deductions considered under section 57 of the 
Act: 

Sr. 
No. Deduction under Section 57 

1 “Dividend and Interest on Securities”: Any amount paid as remuneration or 
commission against dividend or interest. 

2 Income of Family Pension: Rs. 15,000 or 33   per cent of such income, whichever is 

lower. 
3 Income from  Machinery, Plant or Furniture and Insurance Premium [section 31] 

a) Repairs to building [section 3(a)(ii)], 
b) Recent repairs to plant,  furniture, machinery and insurance premium [section 31], 
c) Depreciation on Plant, furniture, building or machinery [section 32], and 
d) Unabsorbed depreciation [section 32(2)] 

4 Any other expenses not taken as capital expenditure spent wholly and partially for 
earning of such income. 

5 The interest on compensation: 50 percent of such interest (applicable from the 
assessment year 2010-11). 

4.3: Tax Incentives for Social-welfare: 
The tax incentives which are provided to serve as important policy tools for achieving socio-
economic objectives of the assessees under Income Tax Act are called as social-welfare 
incentives. Tax incentives in one form or other are provided to taxpayers to achieve socio-
economic objectives. These are the fiscal advantages conferred on large group of taxpayers or in 
respect of particular activity by reducing tax liability rather than payment of cash/subsidy. Most 
of the socio-economic incentives in our country are provided to individual taxpayers and are 
based on their size of income, gender and health. The following social-welfare incentives are 
examined with respect to tax planning of salaries class of employees. 

4.3.1: Tax free Threshold Limit 
A basic tax-free threshold limit is allowed to assessees under Income Tax Act, to permit a 
minimum standard of living or some level of income, which does not affect taxpaying capacity 
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of the assessee. The income tax rates and a basic tax-free threshold limits applicable to 
individual assessees for the assessment year 2018-19 and 2019-20 are: 

Sr. 
No. Income slabs Income 

Tax Rate 
Health and  Education 

Cess on tax 
A Men and Women Assessees below 60 Years: 
 Up to Rs. 2,50,000 NIL NIL 
 Rs. 2,50,000 to Rs. 5,00,000 5% 4% 
 Rs. 5, 00,000 to Rs.10,00,000 20% 4% 
 Above Rs. 10,00,000 30% 4% 

B. Senior Citizen more than 60 Years but below 80 Years 
 Up to Rs. 3,00,000 NIL NIL 
 Rs. 3,00,000 to Rs. 5,00,000 5% 4% 
 Rs. 5, 00,000 to Rs 10,00,000 20% 4% 
 Above Rs. 10,00,000 30% 4% 

C Senior Citizen above 80 Years 
 Up to Rs. 5,00,000 NIL NIL 
 Rs. 5,00,000 to Rs. 10,00,000 20% 4% 
 Above Rs. 10,00,000 30% 4% 

D Rate of Surcharge 10% on tax, income exceeds Rs. 50 
Lakh and 15%, on tax, income exceeds 

1 Crore. 

4.3.2 New Taxation Regime for individual and H.U.F. (Sec. 115 BAC) 
(Newly inserted w.e.f. 1/4/2020 i.e. A.Y. 2021-22) 

On satisfaction of certain conditions an individual or HUF shall have the option to pay tax at 
the rate given below under section 115BAC w.e.f. AY 2021-22. 

Sr. No Total Income Rate of Tax 
1. Up to Rs.2,50,000 Nil 
2. From Rs. 2,50,001 to Rs. 5,00,000 5% 
3. From Rs. 5,00,001 to Rs. 7,50,000 10% 
4. From Rs. 7,50,001 to Rs. 10,00,000 15% 
5. From Rs. 10,00,001 to Rs. 12,50,000 20% 
6. From Rs. 12,50,001 to Rs. 15,00,000 25% 
7. Above Rs. 15,00,001 30% 

Conditions: 
1. Option must be exercised (115BAC(2)) The concessional rate shall not apply unless option 

is exercised by the individual or HUF in the form and manner as may be prescribed. 

A. An individual or HUF having no business income: The option to pay tax under new 
regime shall be exercised for every previous year along with the return of income to be 
furnished u/s 139 (1) 

B. An individual or HUF having business income : The option to pay tax under new regime 
shall be exercised on or before the due date specified u/s 139 (1) for furnishing the return 
of income. Such option once exercised for a previous year shall be valid for that previous 
year and to all subsequent assessment year. 
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C. Withdraw of option : The option given by an individual or HUF having business income 
can be withdrawn only once for a previous year other than the year in which it was 
exercised except where such individual or HUF ceases to have any business income. In 
other cases the option once exercised for a previous year Shall be valid for that previous 
and all other subsequent year. 

2. The total income of the individual or H.U.F. is to be computed 
A) Without following exemption/deductions (1.e. An individual or HUF shall not be entitle to 
the following exemption/deduction) 

i. Leave travel concession (sec 10(5)) 

ii. House rent allowance (sec 10) (13A) 

iii. Notified special allowance (sec 14) (14) 

iv. Daily and Constituency Allowances to MPs and MLA (sec 10) 

v. Allowances/deductions allowed for income of Minor clubbed in the hand of parent (sec 
10(32)) 

vi. Exemption for SEZ units (sec 10AA) 

vii. Deductions allowed from income from salaries (sec 16)1.e. Standard deductions, 
Entertainment allowance and Professional tax, on employment) 

viii. Interest credited to RPF A/C to the extent it relates to employer’s contribution 

ix. Interest on Loan in respect of self-occupied or vacant house property (sec 24 ) 

x. Deduction from family pension(sec 57)\(110) 

xi. Any deduction under chapter VI A 1.e.u/s 80 except deduction u 80CDD(2) i.e. employer’s 
contribution to employees Notified Pension. scheme (Which is firstly included in salary) 
and sec 80 JJA (for new employment)are not allowed. 

4.3.2: Deduction in respect of Repayment of Housing Loan [Section 80C] 
Any installment or part payment made for the purchase or construction of a new residential 
house property which including the expenses incurred for  stamp duty, registration fees and 
other related expenses etc. are qualified under section 80C subject to maximum limit is rupees 
one lakh fifty thousand. Assessee borrowed the amount from the central or state government or 
any banking institution which include co-operative bank or LIC or National Housing Bank etc 

4.3.3: Deduction in respect of Tuition Fees [Section 80C] 
Any amount paid for tuition fees at the admission time to any university or college or education 
institution in India for taking full time education by an individual parent or guardian or sponsor 
can be claimed deduction under section 80C on actual paid basis subject to the maximum limit 
of Rs. 1.50 lakh. The deduction is allowed to maximum 2 children for each individual therefore, 
deduction for 4 children can be claimed by 2 parents. Fee can be claimed by unmarried or 
divorced parent. 

4.3.4: Deduction in respect Mediclaim Insurance policy Section 80D 
Section 80D provided a deduction from gross total income in respect of Mediclaim Insurance 
premium to a salaried assessee subject to the following conditions: 

1. The taxpayer individual is to be resident or non-resident 

2. Amount should be paid out of income. 
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3. Any payment mode other than cash: However payment on account of preventive health 
checkup can be made by any made including cash. 

The deduction in respect of “Mediclaim Insurance Premium” deductible as under: 

S.N. Details Who can be benefited For Individual HUF and  its 
Member Family Parents 

A a. Mediclaim Insurance Premium Eligible Eligible Eligible 
b. Contribution to CGHS/notified scheme Eligible - - 
c. Preventive health checkup payment Eligible Eligible - 

 Maximum Deduction    
General deduction ( a+b+c)) Rs.25000 Rs.25000 Rs.25000 
Additional deduction : senior citizen    
For AY 2016-17 to 2018-19 Rs.5000 Rs.5000 Rs.5000 
For AY 2019-20 & AY 2020-21 Rs.25000 Rs.25000 Rs.25000 

B Medical Expenses on health of super 
senior citizen (w.e.f. AY 2019-20) 

Eligible Eligible Eligible 

Maximum Deduction for:    
For AY 2016-17 to 2018-19 Rs. 

30,000 
Rs. 

30,000 
Rs. 30,000 

For AY 2019-20 & AY 2020-21 Rs. 
50,000 

Rs. 
50,000 

Rs. 50,000 

4.3.5: Deduction in respect of “Maintenance of Handicapped Dependents.” [Sect. 80DD] 
Section 80DD provided a deduction of maintenance including medical treatment of a 
handicapped dependent who is person with disability with effect from the assessment year 
1999-2000 onwards. A fixed deduction is allowed  to maximum of Rs. 75,000 (Rs. 50,000 up to 
the assessment year 2015-16) where  dependent  who severe disability having any disability of 
80 percent or above to subject to the following conditions: 

1. The taxpayer may be ordinarily resident or not ordinarily resident. 

2. The  taxpayer may be an Indian/ foreign citizen or from Hindu undivided family 

3. The taxpayer has to opt for any  one of the following 

a. Option 1: the taxpayer need to incurred expenses related to nursing, training and 
rehabilitation of a dependent individual 

a. Option 2: The taxpayer has paid  under any LIC or any other insurer or specified company 
for dependent maintenance. 

4. The assessee supposed to give the certificate by medical concern  with the income return. 
The condition of disability needs to reassessment in its extent after a period stipulated in 
the aforesaid certificate is expired, no deduction can be claimed under this section. 

4.3.6: Deduction in respect of expenditure “Medical Treatment of Specified Diseases” 
Section 80 DDB provided deduction from gross total income in respect of expenses incurred on 
medical treatment of specifies diseases by an individual assessee for the assessment year-2018-
19. Deduction under this section can be allowed the fulfillment of following conditions: 

a. The taxpayer is resident in India 

b. The taxpayer is an individual or from Hindu undivided Family 
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c. The taxpayer has bared the expenses only for the medical treatment of a specified disease 
as per section. 

d. The medical expenditure is incurred for the assessee himself/ wholly/ mainly dependent 
husband or wife, children, brothers, parents and sisters of taxpayer. 

e. In case of HUF, medical expenditure for family members. 

f. The assessee shall submit a doctor’s prescription. 

The maximum Amount of Deduction allowed under this section is tabulated as under: 

Assessment Year Maximum deduction allowed to the Assessee 
General Assessee Senior Citizen Super Senior Citizen 

2015- 2016 40,000 60,000 - 
2016-17 to 2018-19 40,000 60,000 80,000 
2019-20 & 2020-21 40,000 1,00,000 - 
Note : 
1. senior citizen is a resident individual who is at least 60 years ( 65 years, up to AY 2012-

13) of age at any time during the previous year) 
2. Super senior citizen who is at least 80 years of age 

4.3.7: Deduction in respect certain “donations to charitable” trust Section 80G 
The deduction come under section 80G is applicable to any individual taxpayer, firm, company 
or  other person. Deduction in respect of donations can be claimed when the payment is made 
by cash not exceeding Rs. 2,000 or  cheque or draft subject 50% or 100 %  with or  without 
restriction of 10% adjusted towards gross total income. 

4.3.8: Deduction  of permanent Physical Disability [Section 80 U] 
Section 80U provided deduction to an individual resident in India who at any time in a last year 
certified from medical authority as a person with disability with not less than 40 percent of 
blindness, low vision, mental illness, hearing impairment, locomotors disability or mental 
retardation . The maximum deduction of Rs. 50000 or Rs. 1 lakh in case of severe disability that 
is disability of 80 percent or above is allowed from his the gross total income 

4.3.9: Children Education Allowance [Section 10(14): 
Section 10(14) provided a deduction to salaried taxpayers in respect of  children education 
allowance for giving relief from the expenses incurred on the education of their children. It is 
allowed as a deduction of rupees hundred per month for per child and allow to take only for  
two children 

4.3.10: Children Hostel Allowance [Section 10(14)]: 
Section 10(14) also provided a deduction to salaried taxpayers in respect of Hostel allowance 
for giving relief from the expenses incurred on the hostel of their children in the 
school/educational institution. It is allowed as a deduction of rupees three hundred per month 
for per child.  It is allow to take for two children only. 

4.3.11: House Rent Allowance (HRA) [Section: 10(13A)]: 
In order to attract the persons to come to the cities to work, house rent allowance was offered to 
the employees to meet the cost of their renting accommodation. This practice continues and it is 
today offered to those employers to their employees not provided with the facility or perquisite 
of a company-owned or leased   Section 10(13A) provided exemption for house rent allowance 
by rule 2A. The least of the following amount is exempt from tax . 
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HRA: Least amount of following is exempt. 
a) 50 percent of salary, if the resident at Bombay, Calcutta, Delhi, or Madras and 
b) 40 percent of amount of salary , if the resident at any other place 
c) HRA amount received by the employee of previous year for the period which the rental 

accommodation is occupied. 
d) The excess amount rent paid more 10 percent of salary. 

4.3.12: Deduction in respect of “repayment of loan for Higher Education” [Section 80E] 
Section 80E provided a deduction as interest on loan taken for pursuing higher education. 
Education may take for  self-purpose, spouse, children or a legal guardian subject to the 
satisfying of following conditions 

1. An individual assessee 

2. Assessee had loan taken from any financial institution 

3. The purpose of loan must be pursuing higher education. 

4. The amount is paid during the last year in the form of interest on such loan 

The maximum deduction is allowed to entire payment for maximum of 8 years from the year in 
which repayment of the loan is starts 

4.3.13:  Deduction in respect of “Payment of Interest on Home Loan” [Section 80EE] 
Section 80EE is applicable from the AY 2017-18. The assessee can claim a maximum deduction 
Rs. 50,000 or interest payable on housing loan whichever is less subject to the fulfillment of  
conditions as follow : 

1. The assessee is an resident individual, or non-resident individual. 

2. Loan should be taken by him. 

3. Respective loan should be taken for acquisition of house property. 

4. Loan is borrowed from housing fiancé company or bank which comes under banking 
company as per Banking Regulation Act, 1949, section 51 of that Act. or 

5. A company who provide amount for construction or purchase house in India registered 
with the same object come under the definition of housing finance company. 

6. Housing loan has been sanctioned during 1 April 2016 and 31 March 2017 by bank or 
housing finance company. 

7. The  sanctioned loan amount for  house property does more Rs. 35 lakh. 

8. House property value should not exceed than Rs. 50Lakh. 

9. The assessee does not own any other residential property at sanction time of loan. 

4.4: Tax Incentives for Savings and Investments: 
The tax incentives which are provided for the encouragement and promotion of savings and 
investments of the assessees in priority sectors under Income Tax Act are called as savings and 
investment incentives. The following savings and investment incentives are examined with 
respect to Investment and tax planning of salaries class of employees. 

4.4.1: Deduction of certain “Contributions/ payments /deposits u/s 80C” 
Section 80C provided the deduction of certain payments/ contributions/ deposits from the 
assessment year 2018-19. this section many small saving schemes, other pension plans, 



 

 

 

64 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

payments to LIC premium. Most of the salaried taxpayers try to save tax through the savings 
under the section 80C of the Income Tax Act, by selecting best options available for exemption. 
Besides these, they are also use to save in investments, the payments towards the repayment of 
housing loan, education fees of children for availing deduction under the same. 

A. Features of Section 80C: 
The most common features of the deduction under section 80C are as under: 

1.  Deductions are available from gross total income 
2.  This applicable only  to an individual or   “Hindu undivided family” 
3.  Deduction is applicable for Specified qualifying contributions or deposits or 

payment or investments paid in last year. 
4.  The amount is paid by the taxpayer out of his income . 
5.  The maximum amount deductible is Rs. 1.50 lakh 

B. Investments qualifying for “deduction under Section 80C”: 
NSC subscription, contribution towards Sukanya samriddhi amount, LIC premium, 
Contribution towards PF, unit linked plan, pension fund, five year deposit scheme of post office 
and , senior citizen savings scheme, amount paid as tuition fees, installment paid for residential 
housing property etc. amount qualified under section 80C 

4.4.2: Deduction of “Contribution to Certain Pension Funds” [Section 80CCC] 
Section 80CCC provided deduction to an individual in respect of amount paid by him  annuity 
plan of the LIC of India w.e.f. from the assessment year 1997-98. It provided deduction to an 
individual for amount bared by him in annuity plan of the LIC of India. The maximum 
deduction amount under this section restricted to Rs. 1.50 lakh. 

4.4.3: Deduction for Contribution to National Pension System (NPS) [80CCD]: 
Section 80CCD (1) provided a deduction to an individual salaried taxpayer in respect of 
contribution to National Pension Plan from his salary for the assessment year 2018-19 of 10% 
of salary or more but maximum deduction is restricted to ten percent of salary and person other 
than salaried employee it is restricted to 10% of gross total income but it should not exceeded to 
Rs 50,000. It should be noted that the maximum deduction under 80C, 80CCD (1) cannot 
exceeds to Rs. 1.50 lakh However, an additional deduction Rs. 50,000 can be claimed if 
investment of Rs. 50,000 is made to NSP  under section 80CCD(1B). 

4.4.4: Saving Bank Interest [Section 80TTA] 
Section 80TTA implemented with effect from the assessment year 2013-14. Under this section 
individual or a Hindu undivided family gets the deduction of Rs. 10,000 on interest received on 
saving account deposits with a banking company and a cooperative society who engaged the 
banking business or post office. Time deposits interest is not included under this section. 
Following points should consider while availing the section 80TTA 

1. A senior citizen who is eligible to take deduction under section 80TTB from the assessment 
year 2019-20 but can not avail the deduction under section 80TTA. 

2. A firm who is an association of persons or a body of individual cannot take deduction 
under section 80TTA in respect of interest at its saving account. 

4.4.5: Deduction in respect of Senior Citizens’ Specified Income [Section 80TTB] 
Deduction under section 80TTB is applicable from assessment year 2019-20. A senior citizen 
can avail deduction with respect specified income, maximum of rupees fifty thousand or the 
amount of above interest whichever is lower subject to the following conditions: 
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1. A senior citizen who is at least 60 years of age of the last previous year 

2. As senior citizen income received form bank or cooperative bank or post office in the form 
interest. 

3. Interest may be saving account interest or fixed deposits or any other interest. 

4. Interest derived from saving account in the name of firm, an association of persons or a 
body of individual cannot take deduction under section 80TTB. 

4.4.6: Tax Rebate for Marginal Income Assessee [Section 87A]: 
Section 87A is applicable to resident individual having income not more than Rs. 5 lakh as per 
assessment year 2014-15 to 2017-18 and from the assessment year 2018-19 income not more 
than Rs. 3.5 lakh. Individual who comes under lower income group are eligible to take tax 
rebate under this section, with certain conditions 

1. Taxpayer is an ordinarily resident or non-ordinarily resident of individual. 

2. His total taxable income or net income (after deduction of provision 80C to 80U ) does not 
exceed Rs. 5 lakh or 3.5 lakh as per following table 

If an individual satisfied the above two condition then the resident individual can avail rebate 
under section 87A as per following table. 

Assessment Year Limit of Total Income Rebate under Section 87A 

2014-15 to 2016-17 Blow Rs.5,00,000 100 percent of income tax or rupees 
two thousand whichever is less 

2017-18 Below Rs. 5,00,000 100 percent of income tax or Rs5,000, 
whichever is less 

2018-19 Below Rs. 3,50,000 100 percent of income tax or Rs2,500 
whichever is less 

2019-20 & 2020-21 Below Rs. 5,00,000 100 percent of income tax or Rs12,500 
whichever is less 

4.5 Updates s of Budget 2021 for Individuals 
The union Budget 2021-22 was presented by the Hon’ble Finance Minister Nirmala Sitharaman 
on 1st February 2021 in the Parliament. 

The individual tax rates for FY 2021-21 was unchanged. The major changed was the limit for 
tax audits under section 44AB has been increase from Rs. 5crore to Rs. 10 crore. 

 IT relaxation for senior citizens of 75 years age and above: Section 194P  has been 
inserted to enforce the banks to deduct tax on senior citizens who are more than 75year. It 
Proposed exemption to the senior citizens for filing income tax returns if pension income 
and interest income are their only annual income source. 

 Reduction in time for IT Proceedings: Assessment proceedings shall be reopened only 
up to three years except in case of serious tax evasion. Earlier time limit was six years. 

 Constitution of Dispute Resolution Committee : Under section 245MA Small and 
Medium taxpayers whose taxable income is up to Rs.50 lakh and any disputed income of 
Rs. 10lakh can approach this committee. It will reduce or prevent new disputes and settle 
the issue at the initial stage. 

 Advance Tax on dividend income: Advance tax is applicable on dividend income only 
after its declaration. 
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 Disallowance of PF Contribution: PF contribution will not be allowed as a deduction for 
the employer if the employee’s PF contribution was deducted but not deposited by the 
employer. 

 Affordable housing for middle class: First time home buyers who will get enhanced 
deduction of Rs.1.5 lakh (over and above the existing deduction of Rs. 2 lakh) for interest 
on housing loan for a house valued up to Rs. 45 lakh if the loan is taken before 31st March 
2022 earlier it was 31st March 2021. 

4.6:  Conclusion: 
Indian income tax policy is ensuring to attract investments and promoting savings in desired 
manner and direction and also contributing towards the socio-economic objectives of the social 
welfare state. For this purpose the various deductions/ concessions, exemption and tax 
incentives are provided in the Income Tax Law and changes made therein over the years with 
changing scenario. For economic growth of the country, individual salaried taxpayers have to 
plan their savings by making proper investment and tax planning. By the legal and regular 
exercise of investment and tax planning, they have to take advantage of all tax exemptions, 
allowances and other tax incentives and thereby reduce tax incidence as minimum as possible 
and finally contributes towards the duty for  tax compliance as a prudent citizen. 
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5.1:  INTRODUCTION 
The present chapter concern with analysis and interpretation of data. It is crucial part of the 
research study, since it is a vision and mission to reach the solution of the research problem. In 
this chapter, the primary data collected with the well- structured questionnaires from the middle 
income group of employees working in public sector banks and insurance organizations located 
in the study area of Pune District have been analysed and interpreted in order to draw logical 
inferences. For the purpose of analysis and interpretation of data, the frequency distribution, 
percentages weighted average score percentile etc have been used.  In addition, the hypotheses 
testing have been done by using one way ANOVA, Independent Samples t test 

5.2: ANALYSIS AND INTERPRETATION OF DATA 
In this section, the primary data collected by administering a questionnaires from the selected 
sample middle income group employees  working in the public sector banks and  insurance 
companies having their branches located over the entire  rural, urban and semi-urban areas of 
the Pune District have been analysed and interpreted as under 

5.2.1: Demographic profile of Respondents 
The respondents profile including their personal attributes like gender, qualification , 
occupation, age, marital status, monthly income, occupation, education, nature and number of 
family, earning family members, place and type of residence and family income, etc. have been 
analysed and interpreted to identify potentiality of respondents about their investment and tax 
planning. The data regarding personal profile is analysed as under 

 

 

 

 

 

 



 

 

 

69 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

Table No. 5.1: Demographical Profile of the Respondents: 
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Graph No. 5.1 A: Demographical Profile of the Respondents 

 
Graph No. 5.1 B: Demographical Profile of the Respondents 
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Table No.5.1 shows the demographic profile of the respondents in the selected public sector 
banks and insurance organizations. It can be evident from the table that out of the total 600 
respondents nearly 44% are male and only 56 % are female respondents. Age-wise distribution 
of the respondents is concern, 77 percent respondents covered under the age bracket 30 to 50 
years, 15% in the age of above 50 years and only 8% respondents came under the age bracket of 
below the of 30 years while 72% of the total respondents are married and nearly 26% are single 
and remaining 2% are divorcee respondents. However, out of the total respondents, 68 % 
respondents are graduates, 13% are post-graduates, around 13% are HSC and only 8% percent 
are professionally qualified. As far as nature of family of the respondents is concern, 69 percent 
of the respondents have nuclear families and about 31 percent respondents have joint families. 
According to the size of family, 86% of the total respondents belonged to the families which 
have below 6 family members while 10 % respondents belonged to the families which have 6 to 
8 family members followed by 3% respondents from the families having above 8 family 
members. In relation to earning family members in the family are concern, around 80 % of the 
total respondents’ families have 1 to 2 earning members, 18% respondents families have 3 to 4 
earning members and only 2 % respondents’ families have more than 5 earning members. Most 
of the respondents being 80% have their owned residence and around 20% respondents have 
their rented residence. Distribution of respondents according to family income, majority of 
respondents nearly 56% has their family income between Rs. 5 to 10 Lakh, followed by 25%, 
15%, and 4% respondents have their family income less than Rs.5 Lakh, Rs.10 to 15 Lakh and 
above Rs. 15 lakh respectively. 

On the whole analysis, it is cleared that the sample selected for the research has been 
representative and suitably distributed over the all the demographic factors including almost all 
personal characteristics. Hence, it is identified that there is enough potentiality of respondents to 
analyse their views and opinions towards Investment and tax planning to confine the hypotheses 
which have been designed for the research study. 

5.2.2: Analysis of  Employment Profile of Respondents 
The employment profile of the respondents consisting the attributes like designation, level of 
designation place of organization, nature and size of organization, experience, monthly salary, 
deductions, net salary and saving from  salary and other income, etc. have been analysed and 
interpreted to identify their  occupational and financial background. The data regarding 
employment profile of the respondents have analysed as follow: 

Table No. 5.2: Employment Profile of the Respondents 

Sr. No Employment Factor 
Categories Sample  Respondents 

(N=600) 
Frequency % 

1 Place of Organization 
Rural 273 45% 
Urban 298 50% 
Semi-urban 29 5% 

2 Type of Organization 
Bank 300 50% 
Insurance 300 50% 

3 Level of Designation 
Top Level 38 6% 
Middle Level 267 45% 
Lower Level 295 49% 
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Graph No. 5.2: Employment Profile of the Respondents: 
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4 Experience 

<  5 Years 45 8% 
5 to 10 Years 87 15% 
10 to 15 Years 114 19% 
15  to  20 Years 150 25% 
>  20 Years 204 34% 

5 Monthly Salary 
Up to  Rs. 50,000 174 29% 
Rs. 50,000 to 60,000 126 21% 
Above Rs. 60,000 300 50% 

6 Deductions to Salary 
Income (%) 

< 10 % 11 2% 
10 %  to 15% 171 29% 
15%  to 20% 267 45% 
20% to 25% 113 19% 
> 25% 38 6% 

7 Other Income 
House Property 150 25% 
Business/ Profession 75 13% 
Any other 0 0% 
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Table No.5.2 shows the employment profile of the respondents in the selected public sector 
banks and insurance organizations. It can be evident from the table that out of the total 600 
respondents nearly 45 percent are working in the organisations which are located in rural areas 
and 50 percent respondents are working in organisations located in the urban places and only 
5% are working in the semi-urban organisations.  Out of the total sample respondents nearly 50 
percent are belonging to banking organisations and remaining 50 percent from Insurance 
organisations while 6 percent, 45 percent and 69 percent respondents working at top level, 
middle level and lower levels respectively in the hierarchy of banking and insurance 
organisations. As far as the working experience is concern, 23 percent respondents have 
experience up to 10 years, 44 percent respondents have experience of 10 to 20 years and 34 
percent respondents having experience more than 20 years. The distribution of respondents 
according to their monthly salary is that majority of respondents around 50 percent covered 
under the monthly salary bracket of above Rs. 60,000 followed by 21 percent and 29 percent 
respondents covered under the monthly salary brackets of Rs. 50,000 to 60,000, and up to Rs. 
50,000 respectively.  Similarly, out of 600 respondents only 25 percent and 13 percent 
respondents have other sources income such as “income from house property” and “income 
from business and profession”. On the whole analysis, it is cleared that the sample respondents 
for the research has been suitably distributed over factors of employments such as location of 
organisation, type of organisation, designation, working experience, monthly salary deduction 
and other income that have been facilitated for the analysis and interpretation of their views on 
investment and tax planning to draw more concrete and fruitful conclusions. 

5.2.3: Overall Analysis on Tax Planning: 
In this section the overall opinions of the respondents with respect to tax planning have been 
analyzed to gain brief insight into their understanding, outlook and application of the same. 
Under this section, the questions relating to necessity of tax planning, preparation of tax 
panning,  tax planning prepare, motivation for tax planning, income tax paid, receipt of refund 
and outstanding liabilities have been analyzed. 

5.2.3.1: Necessity of Tax Planning: 
Every salaried employee whose income is subject tax has to pay tax to the government through 
the tax deducted at source. To minimize the impact of tax, tax planning is essential and needs to 
be done wisely. It helps the employees to make smartly investments in saving instruments 
thereby getting benefits of investment growth and reduction in tax liability. In this connection, 
respondents asked to comments on necessity of tax planning. The data collected on the same is 
analyzed and interpreted as under: 

Table No.5.3: Necessity of Tax Planning 

Sr. 
No. 

Descriptive Variables Response of Respondents  
Cumu. 

(%) 
Banks Insurance Total % 

Freq. % Freq. % 

1 Yes 296 98.6
7 297 99.00 593 98.8

4 98.84 

2 No 03 1.00 02 0.67 05 0.83 99.67 

3 Can’t Say 01 0.33 01 0.33 02 0.33 100 

 Total 300 100 300 100 600 100  
Source: Survey data 
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Graph No. 5.3: Response on necessity of Tax planning: 

 
Table No. 5.3 shows the responses of respondents on the necessity of tax planning in their 
financial state of affairs. It is revealed from the results from the table that majority of 
respondents from both bank and insurance organizations which are nearly 99 percent have 
accepted that the tax planning is very important in their financial state of affairs. Very few 
around one percent respondents have negative response towards tax planning. On the entire 
results in the table that majority of respondents from banking and insurance organizations have 
been recognized that the importance of tax planning in their financial state of affairs. 

5.2.3.2: Preparation of Tax Planning: 
The Income Tax Act is a very vast Act and it goes amending very year therefore timely and 
careful preparation of tax planning is essential for tax efficiency of an assessee whether he is 
small tax payer or big tax payer. it is generally found that some of the assessees prepares tax 
planning at the beginning of the financial year or some of the assessees preparers tax planning at 
the end of the financial year and some may do it when the need arises. In order to make timely 
compliance to the Income tax law, time of preparation of tax planning is one of the important 
considerations. In this regard, the respondents were asked to state when they prepared tax 
planning. Their responses are analyzed and interpreted as under: 

Table No.5.4:  Preparation of Tax Planning 

Sr. 
No. Descriptive Variables 

Response of respondents Cumulative 
(%) Banks Insurance Total % Freq. % Freq. % 

1 Yes 295 98.33 298 99.33 593 98.83 98.83 
2 No 5 1.67 02 0.67 07 1.17 100 
 Total 300 100 300 100 600 100  
 Time of Preparation 
1 Beginning of F.Y. 280 94.92 285 96.64 565 95.28 95.28 
2 Conclusion of  F.Y. 15 5.05 13 4.36 28 4.72 100 
3 When need arises 00 0.00 00 00 00 00 100 
 Total 295 100 298 100 593 100  Source: Survey data 
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Graph No. 5.4: Preparation of Tax planning: 

 
Table No. 5.4 indicates the consent and time preparation of tax planning by the respondents. It 
is revealed from the results from the table that majority of respondents being 98 percent and 99 
percent respondents from both bank and insurance organizations respectively have done tax 
planning every year and very few nearly 1 to 2 percent respondents have not prepared tax 
planning. Out of those positive respondents, around 95 percent and 97 percent in banking and 
insurance organisations respectively have prepared their tax planning at the beginning of the 
financial year, while remaining respondents about 4 to 5 percent from and insurance businesses 
have prepared their tax planning at the conclusion of the financial year.  Hence, it is concluded 
that most of the middle income group employees from banking and insurance organisations are 
prepared tax planning at the beginning of the financial year and very few are preparing the same 
at conclusion of the financial year. 

5.2.3.3: Preparer of Tax Planning: 
Tax preparation and tax planning are the distinct concepts.  The tax planning is very 
comprehensive than tax preparation and to use legitimate way to optimize tax potential 
consequences based on future plans and goals and minimise tax liability. Therefore, tax 
planning requires gathering of relevant data and its analysis which are not required in tax 
preparation so that some of the taxpayers do not prepare tax planning on their own arms but 
hiring the services from tax professionals. In this connection, respondents were asked to state 
who prepare their tax planning and the results of their responses have analysed and interpreted 
as under: 

 

 

 

 

 



 

 

 

76 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

Table No.5.5:  Preparer of Tax Planning 

 
Graph No. 5.5: Preparer of Tax Planning: 

 
Table No. 5.5 indicates the responses of respondents on whether they prepare tax planning by 
them or hiring the services for the same from professionals. It is evident from the table that 
around 80 percent respondents consisting 50 percent and 30 percent from both banking and 
insurance organisations hire the services from tax consultants and chartered accountants for 
their tax planning respectively. The remaining only 20 percent respondents prepare the tax 
planning by their own.   On the overall results of the table, it is concluded that most of the 
middle income group employees in the banking and insurance businesses are hiring the services 
from tax consultants and chartered accountants for the preparation of tax planning every year, 
Income Tax Act is vast and goes changeling very year. But only 20 percent employees use their 
own skill and knowledge for tax planning. 

5.2.3.4: Motivation and Support for Tax Planning: 
It is expected from a successful business to motivate and support to the staff in every matter in 
addition to their regular business such as meeting the consumer’s needs and wants by offering 
quality goods and/or services. As far as tax planning is concern, some of the successful 
organisations provide motivation and support to their staff in certain extent through the experts 
or their own. In this regard, the respondents were asked to comments on whether or not they are 
provided motivation and support for the preparation of tax planning and state the reasons behind 
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the same. The results of their comments and reasons behind non-motivation and non-support for 
tax planning have analysed and interpreted as under 

Table No.5.6:  Motivation and Support for Tax Planning: 

Sr. 
No. 

Descriptive 
Variables 

Response of respondents Cumulative 
(%) Banks Insurance Total % Freq. % Freq. % 

1 Yes 14 4.67 22 7.33 36 6.00 6.00 
2 No 286 95.33 278 92.67 564 94.00 100 
 Total 300 100 300 100 600 100  
 Reasons for Non-motivation and Non-support 
1 Lack of Interest 157 54.90 152 54.68 309 54.79 54.79 
2 Lack of Time 66 23.08 78 28.06 144 25.53 80.32 
3 Lack of Knowledge 63 22.03 48 17.27 111 19.68 100 
4 Any other 00 00 00 00 00 00 100 
 Total 286 100 278 100 564 100 

 Source: Survey data 

Graph No. 5.6: Motivation and Support for Tax Planning: 

 
Table No. 5.6 state the responses of respondents on whether or not they are provided motivation 
and support by their organisations professionals for tax planning. It is apparent from the table 
that around 94 percent respondents consisting 95 percent and 93 percent from both banking and 
insurance organisations denied that they are nether motivated nor supported by their employers 
for the preparation of tax planning and they are further stated that they are not motivated and not 
supported due to lack of interest, lack of time and lack of updated knowledge of income tax. 
The remaining only 6 percent being 5 percent and 7 percent from banking and insurance 
businesses respectively are accepted that they are provided motivation and support for the 
preparation of tax planning. Hence it clear that almost all the middle income group employees in 
the banking and insurance organisations have not provided motivation and support from their 
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employers for tax planning purposes and the reasons behind the same are lack of interest, lack 
of time and lack of undated knowledge about the income tax law. 

5.2.3.5: Income Tax paid: 
Every salaried employee whose income is more than the threshold limit in the present financial 
year has to make the payment to tax from his monthly emoluments by way of tax deducted at 
source through his/ her employer since employer is ultimately responsible under income tax to 
deduct tax from the monthly salary of their employees and make payment to the government. In 
order to know the extent of payment of income tax paid by the respondents during previous 
financial year, they were asked to state their range of income tax paid. Their extents of income 
tax paid during the previous financial year have tabulated in the Table No 5.7 under six payment 
brackets further it has been analysed and interpreted in the following manner. 

Table No.5.7: Yearly Income Tax Paid: 

Sr. 
No. 

Variables 
(Rs.‘000’) 

Response of respondents  
Cumulative 

(%) 
Banks Insurance Total % Freq. % Freq. % 

1 < Rs. 25.00 111 37% 57 19% 168 28% 28% 
2 Rs.25.00  to 50.00 123 41% 42 14% 165 28% 56% 
3 Rs. 50.00 to 100.00 42 14% 135 45% 177 30% 86% 
4 Rs.10.00 to125.00 12 4% 42 14% 54 9% 95% 
5 Rs. 125.00 to 150.00 12 4% 12 4% 24 4% 99% 
6 ≥ Rs. 150.00 0 0 12 4% 12 1% 100% 

 Total 300 100% 300 100% 600 100%  
Graph No. 5.7: Yearly Income Tax Paid: 
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Table No. 5.7 indicates the annual income tax paid by respondents in the previous financial year 
under the six tax payment brackets. It is apparent from the table that around 94 percent 
respondents consisting 41 percent and 45 percent from banking and insurance organisations 
have paid income tax during financial year within the range of Rs, 25,000 to Rs. 50,000 
Rs.50,000 to Rs.100,000 respectively. However, 37 percent respondents from banking 
organisations have paid income tax below Rs 25,000 which is much larger than the numbers of 
respondents from insurance organisations.  It is further inferred that the percent of respondents 
from both organisations who have paid income tax in the range of Rs. 100,000 to 150,000 are 
very negligible being 4 percent only 4 percent respondents of insurance organisations have paid 
income tax above 150,000.  On the whole, it clear that 58 percent of the middle income group 
employees from banking and insurance organisations have paid income tax with in Rs. 25,000 
to 100,000 and 28 percent have paid the same up to Rs. 25,000 but very few percent of the 
respondents paid the income tax above Rs. 100,000.during the previous financial year. 

5.2.3.6: Receipt of Income Tax Refund: 
If any excess tax that has been paid by an assessee, the Income Tax Department refund it with 
interest at 6% per annum.  The refund is given when the actual tax liability is less than the 
amount of tax paid. As per Section 237 of the Income Tax Act, 1961, assessees can claim a 
refund for tax amount paid in excess. Refund orders are issued by Income Tax Department only 
after the thorough verification of facts and circumstances.  E-filing and online tax refund has 
been newly introduced by the Income Tax department. Hence the Income Tax refund process 
becomes fast and transparent.  In this regard, the respondents were asked whether they received 
refund or not and what extent they received refund. 

Table No.5.8:  Receipt of Income Tax Refund: 

Sr. 

No. 
Descriptive Variables 

Response of respondents Cumulative 
(%) Banks Insurance 

Total % 
Freq. % Freq. % 

1 Yes 290 97% 286 95% 576 96% 96% 

2 No 10 3% 14 5% 24 4% 100 

 Total 300 100 300 100 600 100  

 Amount of Refund 

1 < Rs. 2,500 198 68% 189 66% 387 67% 67% 

2 Rs.2,500  to .5000 62 22% 58 20% 120 21% 88% 

3 Rs. 5,000 to 7,500 24 8% 28 10% 52 9% 97% 

4 Rs.7,500 to 10,000 6 2% 11 4% 17 3% 100% 

5 >Rs. 10,000 0 0% 0 0% 00 0% 100% 

 
Total 290 100 286 100 573 100 

 
Source: Survey data 
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Graph No. 5.8: Receipt of Income Tax Refund: 

 
Table No. 5.8 indicate the consent and extent of amount of tax refund received by respondents 
in the previous financial year. It is evident from the table that around 97 percent and 95 percent 
respondents from banking and insurance organisations respectively were received income tax 
refund during the previous financial year and only 3 percent and 5 percent respectively were not 
received the same. Out of the total respondents who were received income tax refund, 68 
percent and 66 percent were received less than Rs. 2,500 income tax refund, 22 percent and 20 
percent were received tax refund between Rs. 2,500 and Rs. 5,000 respectively followed by 8  
percent and 10 percent respondents were received tax refund between Rs. 5,000 to Rs. 7,500. 
The remaining 2 percent from banking and 4 percent from insurance organisations had been 
received income tax refund from Rs. 7,500 and Rs.10, 000.   On the whole results, it is 
concluded that majority of the middle income group employees from banking and insurance 
organisations have been received income tax refund within range of Rs. 2,500 to Rs. 10,000. 
This is mean that the tax planning of the respondents is not up to the mark during the previous 
financial year. 

5.2.3.7: Outstanding Liabilities: 
Every salaried employee is always striving to manage his/ her own and his family expenses with 
income earned during the financial year and also trying to make payment for long term 
liabilities. When such liabilities are still outstanding at the end of the year are called as 
outstanding liabilities. In order gauge extent of amount of outstanding liabilities of the 
respondents, they were asked to specify their outstanding liabilities under four brackets.  Their 
outstanding liabilities so specified by them as under: 
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Table No.5.9: Outstanding Liabilities: 

 

Graph No. 5.9: Outstanding Liabilities: 

 
Table No. 5.9 shows the outstanding liabilities in terms of housing loan and education loan 
availed by the respondents working in banking and insurance organisations. It is revealed from 
the table that 50 percent respondents each from banking and insurance organisations followed 
by 25 percent each and  25 percent  and 19 percent respondents in banking and insurance 
organisations have outstanding liabilities in terms of housing loan between Rs. 20 to Rs.40 lakh, 
less than Rs. 20 lakh, Rs. 40 to 60 lakh respectively. only 6 percent respondents from insurance 

Sr. 
No. 

Variables 
(Rs. in Lakh) 

Response of respondents  
Cumulative 

(%) 
Banks Insurance Total % Freq. % Freq. % 

A Housing Loan 
1 < Rs. 20 20 25% 40 25% 60 25% 25% 
2 Rs. 20  to 40 40 50% 80 50% 120 50% 75% 
3 Rs. 40 to 60 20 25% 30 19% 50 21% 96% 
4 >Rs. 60 0 0 10 6% 10 4% 100 

 Total 80 100 160 100 240 100  
B Education Loan 
1 < Rs. 20 10 33% 20 40% 30 38% 38% 
2 Rs. 20  to 40 20 67% 20 40% 40 50% 88% 
3 Rs. 40 to 60 0 0 10 20% 10 12% 100% 
4 >Rs. 60 0 0 0 0 0 0 100 

 Total 30 100 50 100 80 100 
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business have more than 60 lakh outstanding liabilities of housing loan Similarly, 67 percent 
and forty percent respondents from banking and insurance organisations followed by 33 percent 
and 40 percent respondents from banking and insurance organisations have outstanding 
liabilities in terms of educations loan of Rs. 20 to Rs. 40 lakh, less than 20 lakh and Rs. 40 to 
Rs.60 lakh respectively. Hence it is cleared that more than 50 percent respondents have around 
Rs. 20 lakh to 60 lakh outstanding liabilities in terms of housing loan and education loan at the 
end of the financial year. 

5.2.4: Awareness & Application of Tax Planning Measures & Investment Avenues: 
In order to draw the findings and inferences, the analysis and interpretation of awareness and 
application of tax planning measures and investment avenues have been made under this 
section. For this purpose, the questions relating to awareness of respondents towards tax 
planning measures and investment avenues, sources of awareness about the investment avenues, 
goals of investment, amount of investment, ratio of investment, frequency of investment, 
sources funds for investments, etc have been analysed and interpreted as under: 

5.2.4.1: Awareness about Tax Planning Measures (Allowances, Perquisites and Payments, 
etc.): 
Awareness is one of the important aspects for tax planning for any individual assessees. It is the 
knowledge of prevailing income tax laws and principles and practices computation of total 
taxable income and tax liability. It is mainly concern with awareness level of income tax laws 
and its provisions of Individual assessees in terms of exemptions, allowances, deductions,, 
changes in tax rates, rebates, education cess, penalty for non-payment, TDS, advance payment 
tax, tax saving schemes, penalty interest etc. To have an efficient tax planning, knowledge of 
current year tax laws and different tax savings instruments are must.  In order to work out the 
level of awareness among the respondents relating to tax planning measures they asked to rate 
on sixteen attributes comprising various allowances perquisites, reliefs, deductions for dividend 
and interest etc., with Five Points Likert scale like extremely aware, very aware, moderately 
aware, slightly aware and not at all aware.  After complying views of the respondents on the 
attributes, the results of the same are analysed and interpreted in following table: 

Table No.5.10: Level of Awareness of Respondents in Banking Organisations towards Tax 
Planning Measures: 

Sr. 
No. 

Tax Saving 
Measures 

Awareness about Tax Planning Measures 

Extreme Very Fairly Slightly Not 
At All 

Total 
Score 

Weighted 
Average 

1 Relief for advance/ 
arrears 50 45 55 105 45 850 2.83 

2 House Rent 
Allowance 120 70 40 40 30 1110 3.7 

3 Entertainment 
allowance 30 40 90 50 90 770 2.57 

4 Children Education 
Allowance 70 80 70 20 60 980 3.27 

5 Children Hostel 
Allowance 60 50 30 70 90 820 2.73 

6 Transport 
Allowance 100 110 40 30 20 1140 3.8 

7 Tax on 230 30 20 10 10 1360 4.53 
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Employment 
8 Rent 

Free/Concessional  
Accommodation 

30 40 70 60 100 740 2.47 

9 Car  Conveyance 40 30 50 80 100 730 2.43 
10 Domestic Servants 10 10 20 60 200 470 1.57 
11 Leave Travel 

Concession 30 40 40 70 120 690 2.3 

12 Interest & Std. 
deduction for LOP 30 30 50 100 90 710 2.37 

13 Interest on Self 
Occupied Property 140 100 30 10 10 1220 4.07 

14 Deduction for Long 
Term Capital Gains 05 06 07 10 272 362 1.21 

15 Deduction for Short 
Term Capital Gains 04 07 05 12 272 359 1.2 

16 Dividend on Equity/ 
Mutual Funds 06 05 06 10 273 361 1.2 

Source: Survey data 

Graph No. 5.10: Weighted Average Score of Respondents Banking Organisations for 
Awareness towards Tax Planning Measures: 
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Table No.5.10 shows the level of awareness among the respondents in banking organisations 
about tax planning measures. It can be seen from the table that the weighted average scores of 
level of awareness to the tax planning measures such as interest on self-occupied house 
property, tax on employment, transport allowance, children educational allowance house rent 
allowance are 3 or more indicates high level of awareness among the respondents, whereas the 
tax planning measures  like Interest and standard deduction on let out house property, leave 
travel concession, car conveyance, rent free/concessional accommodation, children hostel 
allowance entertainment allowance and relief for advance or arrears of salary have weighted 
average score between 2 to 3 shows moderate awareness among the respondents towards them. 
The remaining tax planning measures such as dividend on equity and mutual funds, deductions 
for short term and long term gains and facility for domestic servants have weighted average 
score more between 1 to 2 that disclose satisfactory level of awareness among the respondents 
about theses tax planning measures. Hence, it can be concluded that there is adequate level of 
awareness among the respondents in the banking organisations towards tax planning measures 
such as various allowances, perquisites, reliefs, deductions for dividend and interest etc. 

Table No.5.11: Level of Awareness of Respondents in Insurance Organisations towards 
Tax Planning Measures: 

Sr. 
No. 

Tax Saving 
Measures 

Awareness about Tax Planning Measures 

Extreme Very Fairly Slightly Not At 
All 

Total 
Score 

Weighted 
Average 

1 Relief for advance/ 
arrears 50 60 70 80 40 900 3.00 

2 House Rent 
Allowance 120 50 50 60 20 1090 3.63 

3 Entertainment 
allowance 40 30 80 50 100 760 2.53 

4 Children Education 
Allowance 80 110 40 40 30 1070 3.57 

5 Children Hostel 
Allowance 90 80 60 20 50 1040 3.47 

6 Transport 
Allowance 120 90 30 30 30 1140 3.80 

7 Tax on 
Employment 240 50 10 - - 1430 4.77 

8 Rent 
Free/Concessional  
Accommodation 

40 50 70 60 80 810 2.70 

9 Car  Conveyance 60 30 10 40 70 600 2.00 
10 Domestic Servants 10 20 30 100 140 560 1.87 
11 Leave Travel 

Concession 50 30 40 80 100 750 2.50 

12 Interest & Std. 
deduction for Let 
out Property 

60 40 70 50 80 850 2.83 

13 Interest on Self 
Occupied Property 160 80 40 10 10 1270 4.23 



 

 

 

85 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

14 Deduction for Long 
Term Capital Gains 6 7 9 8 270 371 1.24 

15 Deduction for 
Short Term Capital 
Gains 

4 9 8 7 272 366 1.22 

16 Dividend on 
Equity/ Mutual 
Funds 

6 4 5 6 279 352 1.17 

Source: Survey data 

Graph No. 5.11:  Weighted Average Score of Respondents in Insurance Organisations for 
Awareness towards Tax Planning Measures: 

 



 

 

 

86 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

Table No. 5.11 shows the weighted average score of level of awareness in between the 
respondents in the insurance organisations about tax planning measures. It can be seen from the 
table that the weighted average scores of level of awareness of the respondents toward tax 
planning measures such as reliefs for advance/ arrears, house rent allowance, children education 
allowance children hostel allowance, tax on employment and interest on self occupied house 
property are more than or equal to 3 indicates higher awareness among the respondents,   On the 
other hand, weighted average score for the tax planning measures such as entertainment 
allowance, rent Free/ concessional  accommodation, car conveyance, leave travel concession 
and interest and standard. deduction for let out property are more than 2 but less than 3, shows 
moderate awareness among the respondents, while weighted average scores for remaining tax 
planning measures like facility for domestic servants, deduction for long term capital gains, 
deduction for short term capital gains and dividend on equity/ mutual funds stands for more than 
1 but less than 2 point outs comparative less level of awareness among the respondents towards 
them.  Hence, it can be concluded that there is sufficient awareness among the respondents in 
the insurance organisations towards tax planning measures but their level awareness varies from 
different tax planning measures which has depicted by the concerned graph. 

5.2.4.2: Awareness about Tax Planning Measures (Deductions u/s 80): 
Apart from the concessions and reliefs of advance /arrears salaries, allowances and perquisites, 
salaried employees can take benefits of deductions under chapter IV of section 80C to 80U by 
the tax planning. For the purpose effective tax planning, salaried employees must aware about 
them. Otherwise they would not be able to take advantages of them. In this regard, respondents 
were asked to rate level of awareness on the deductions with 5 points Likert scale like extremely 
aware, very aware, moderately aware, slightly aware and not at all aware.  After complied 
results of the same are analysed and interpreted as shown in the following table: 

Table No.5.12A: Level of Awareness of Respondents in Banking Organisations towards 
Deductions u/s 80C to 80U: 

Sr. 
No. 

Deductions u/s 
80C to 80U: 

Awareness about Deductions u/s 80C to 80U 

Extreme Very Fairly Slightly Not 
At All 

Total 
Score 

Weighted 
Average 

1 LIC Premium 240 10 40 10 - 1380 4.60 

2 Contribution to 
PF/ PPF 240 20 10 20 10 1360 4.53 

3 Investment in 
NSC 230 30 20 10 10 1360 4.53 

4 Post Office 
Savings/ Deposits 240 30 10 10 10 1380 4.60 

5 Mutual Funds 20 20 60 50 200 660 2.20 

6 Principal of 
Housing Loan 180 60 20 20 20 1260 4.20 

7 Infrastructure 
Bonds. 20 30 70 50 120 650 2.17 

8 Fixed Deposits 250 40 10 - - 1440 4.80 

9 Contribution to 
Pension Fund 80 70 50 30 70 960 3.20 

10 Payments of 
Tuition Fees 80 60 60 20 80 940 3.13 

11 Mediclaim 120 110 30 20 10 1180 3.93 
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Insurance 
Premium 

12 
Treatment of 
Handicapped 
Dependents 

10 20 50 80 150 590 1.97 

13 Interest on 
Education Loan 80 70 60 30 60 980 3.27 

14 Donation to 
Charitable Fund 70 60 50 50 70 910 3.03 

Source: Survey data 

Graph No. 5.12A:  Weighted average Score of Respondents in Banking Organisations for 
Awareness towards Deductions u/s 80C to 80U: 
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Table No.5.12 presents the weighted average score of level of awareness among the respondents 
in the banking organisations about the deductions under section 80C to 80U. It can be seen from 
the table that the weighted average scores for the deductions of LIC Premium, Contribution to 
Provident Fund/ Public Provident Fund, Investment in NSC, Post Office Savings/ Deposits, 
Principal of Housing Loan, Fixed Deposits, Contribution to Pension Fund,  Payments of tuition 
fees, Mediclaim insurance premium,  the respondents are much familiar with these deductions 
and  level of awareness among them are much higher. However, the respondents are fairly 
aware with the mutual funds and infrastructure bonds since their weighted average score are 
2.20 and 2.17, while the respondents are somewhat aware about the benefit for the provision or 
expenditure for treatment of handicapped dependents because the weighted average score for is 
comparatively less (1.97).  On the entire results and weighted average score depicted by the 
graph, it can be concluded that the majority of employees working in the banking organisations 
are reasonably aware about the benefits of all almost deductions under section 80C to 80Uand 
they also compatible with same while making tax planning. 

Table No.5.12B: Level of Awareness of Respondents in Insurance Organisations about 
Deductions u/s 80C to 80U: 

Sr. 
No. 

Deductions u/s 
80C 
to 80U 

Awareness about Deductions u/s 80C to 80U 

Extreme Very Fairly Slightly 
Not 
At 
All 

Total 
Score 

Weighted 
Average 

1 LIC Premium 270 20 10 - - 1460 4.87 
2 Contribution to 

PF/ PPF 250 30 10 10 - 1420 4.73 

3 Investment in 
NSC 240 30 10 10 10 1380 4.60 

4 Post Office 
Savings/ Deposits 120 80 50 30 20 1150 3.83 

5 Mutual Funds 20 40 60 50 130 670 2.23 
6 Principal of 

Housing Loan 140 80 40 30 10 1210 4.03 

7 Infra. Bonds. 20 20 30 30 200 530 1.77 
8 Fixed Deposits 140 80 40 30 10 1210 4.03 
9 Contribution to 

Pension Fund 80 90 50 30 50 1020 3.40 

10 Payments of 
Tuition Fees 90 70 60 40 50 1040 3.47 

11 Mediclaim 
Insurance 
Premium 

120 100 50 20 10 1200 4.00 

12 Treatment of 
Handicapped 
Dependents 

10 10 30 30 220 460 1.53 

13 Interest on 
Education Loan 90 80 50 30 50 1030 3.43 

14 Donation to 
Charitable Fund 120 90 30 40 20 1150 3.83 

Source: Survey data 
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Graph No. 5.12B:  Weighted average score of Level of Awareness towards Deductions u/s 
80C to 80U: 
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Table No.5.12 presents the weighted average score of level of awareness among the respondents 
in the insurance organisations about the deductions under section 80C to 80U. It evident from 
the table that the weighted average scores for the deductions of LIC Premium, Contribution to 
Provident Fund/ Public Provident Fund, Investment in NSC, Post Office Savings/ Deposits, 
Principal of Housing Loan, Fixed Deposits, Contribution to Pension Fund,  Payments of tuition 
fees, Mediclaim insurance premium, Interest on Education Loan and Donation to Charitable 
Fund  stands more than 3 that means the respondents are much familiar with these deductions 
and  level of awareness among them are much higher. However, the respondents are rather 
aware with the mutual funds since its weighted average score stands for 2.23, while the 
respondents are somewhat aware about the benefit for infrastructure bonds and the provision or 
expenditure for treatment of handicapped dependents because their weighted average score are  
comparatively less  such as 1.77 and 1.53 respectively.  On the entire results and weighted 
average score depicted by the graph, it can be concluded that the majority of employees from 
insurance businesses are sufficiently aware about the benefits of almost deductions under 
section 80C to 80U and they also friendly with same while making tax planning. 

5.2.4.3: Awareness towards investment Avenues: 
There are wide ranges of investment avenues have been evolved in advent of modern financial 
market of the country in the recent years. However every investment avenue cannot benefited 
under income tax for the purpose of tax planning. Therefore, salaried employees have to identify 
the investment avenues which are beneficial for the tax planning. The various investment 
avenues available with the investors for the tax benefits have their own characteristics, terms 
and conditions for their qualification. Apart from the tax saving qualifications, each of the 
investment avenues may the features associated with other characteristics like risk-return 
dynamics, periodicity, liquidity, safety and marketability, etc. hence, the investors’ needs 
guidance and investment advice to choose right investment avenues from the available 
opportunities to avail the maximum benefits of tax planning. In fact, the investors’ limited 
awareness and knowledge to understand and analyze the investment avenues are acts as hurdles 
to take investment decision for the sake availing the benefits of tax planning. In this regard, the 
respondents were asked to rate their awareness about the investment avenues which are 
beneficial under income tax 5 points Likert scale from extremely aware to  not at all aware. The 
complied results relating to the same are analysed and interpreted below: 

Table No.5.13: Level of Awareness of Respondents in Banking Organisations Towards 
Investment Avenues: 

Sr. 
No. 

Investment Avenues EAW AW MAW SAW NAW Total 
Score 

Weighted 
Average 

1 Post office Fixed Deposits 40 100 120 20 20 1020 3.40 
2 Bank Fixed Deposits 250 50 - - - 1450 4.83 
3 Sukanya Samridhi Scheme 120 50 70 30 30 1100 3.67 
4 Real Estate 70 90 100 10 40 1070 3.57 
5 Insurance Schemes 200 80 20 - - 1380 4.60 

6 Pension Plan of Mutual 
Funds 60 70 80 30 60 940 3.13 

7 Pension Plan of LIC 80 60 90 30 40 1010 3.37 
8 New Pension Scheme 180 50 30 30 10 1260 4.20 
9 Govt. Pension Scheme 120 70 60 30 20 1140 3.80 
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10 Senior Citizens Scheme 80 70 90 30 30 1040 3.47 
11 Chit Funds 90 80 70 20 40 1060 3.53 
12 Corporate Bonds 30 50 120 30 70 840 2.80 
13 Govt. Bonds 60 40 100 40 60 900 3.00 
14 Mutual Funds 40 90 100 20 50 950 3.17 
15 Corporate Securities 30 50 100 60 60 830 2.77 
16 Provident Fund 260 40 - - - 1460 4.87 
17 Public Provident Fund 270 30 - - - 1470 4.90 

Source: Survey data 

Graph No. 5.13:  Weighted Average Score of Respondents of Banking Organisations for 
Level of Awareness towards Investment Avenues: 

 
Table No.5.13 discloses the weighted average score of level of awareness among the 
respondents in the banking organisations about the investment avenues. It apparent from the 
table that the investment avenues like Bank Fixed Deposits (4.83), Insurance Schemes (4.60), 
New Pension Scheme (4.20), and Provident Fund (4.87), and Public Provident Fund (4.90), 
shows weighted average scores more than 4, which indicates highest awareness toward theses 
avenues. Similarly, means score for Post office Fixed Deposits (3.40), Sukanya Samridhi 
Scheme (3.67)     Real Estate ( 3.57) , Govt. Pension Scheme (3.80), Pension Plan of LIC (3.37), 
Senior Citizens Scheme (3.47) , Chit Funds (3.53), Mutual Funds (3.17), and  Pension Plan of 
Mutual Funds (3.13) are also shows maximum awareness among the respondents, whereas 
weighted average score for Corporate Bonds and Corporate Securities are 2..80 and 2.77 
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respectively represent reasonable awareness about them.   On the whole analysis, it can be 
observed that the almost all of employees from banking organisations  are sufficiently aware 
about the  traditional as well as modern investment avenues but level of awareness towards 
modern like  corporate bounds and corporate securities marginally different than traditional 
investment avenues. 

Table No.5.14: Level of Awareness of Respondents in Insurance Organisations 

Towards Investment Avenues: 

Sr. 

No 

Investment Avenues EAW AW MAW SAW NAW Total 
Score 

Weighted 
Average 

1 Post office Fixed Deposits 100 120 30 30 20 1150 3.83 

2 Bank Fixed Deposits 220 40 20 10 10 1350 4.50 

3 Sukanya Samridhi Scheme 100 80 60 30 30 1090 3.63 

4 Real Estate 200 50 30 20 10 1340 4.47 

5 Insurance Schemes 270 20 10 - - 1460 4.87 

6 Pension Plan of Mutual 
Funds 50 60 60 80 50 880 2.93 

7 Pension Plan of LIC 230 60 10 - - 1420 4.73 

8 New Pension Scheme 120 100 60 10 10 1210 4.03 

9 Govt. Pension Scheme 160 60 40 30 10 1230 4.10 

10 Senior Citizens Scheme 50 80 120 20 30 1000 3.33 

11 Chit Funds 70 80 10 10 40 760 2.53 

12 Corporate Bonds 40 110 70 50 30 980 3.27 

13 Govt. Bonds 110 80 60 30 20 1130 3.77 

14 Mutual Funds 50 80 120 10 40 990 3.30 

15 Corporate Securities 40 40 80 120 20 860 2.87 

16 Provident Fund 260 30 10 - - 1450 4.83 

17 Public Provident Fund 240 40 20 - - 1420 4.73 

Source: Survey data 
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Graph No. 5.14:  Weighted Average Score of Respondents in Insurance Organisations for 
Level of Awareness towards Investment Avenues: 

 
Table No.5.14 discloses the weighted average score of level of awareness among the 
respondents in the insurance organisations about the investment avenues. It apparent from the 
table that the investment avenues like Bank Fixed Deposits (4.50), Insurance Schemes (4.87), 
Real Estate (4.47), New Pension Scheme (4.20), Pension Plan of LIC (4.73), Govt. Pension 
Scheme (4.10), and provident fund (4.83), and Public Provident Fund (4.73), shows weighted 
average scores more than 4, which indicate highest awareness toward theses avenues. Likewise, 
means score for Mutual Funds (3.30), Govt. Bonds (3.77), corporate bounds (3.27) , Senior 
Citizens Scheme (3.47), Sukanya Samridhi Scheme (3.63)  Post office Fixed Deposits (3.83), 
are also indicate maximum awareness among the respondents, bout these investment avenues. 
Other investment avenues such as Corporate Securities, Chit funds and Pension Plan of Mutual 
Funds shows weighted average score less than 3 that specify the respondents are reasonably 
awareness about them. Hence it can be concluded that the almost all of employees from 
insurance organisations are sufficiently aware about all the investment avenues but level of 
awareness towards all the investment avenues such as corporate securities, chit funds and 
pension plans of mutual funds are a little bit different. 
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5.2.4.4: Sources of Awareness towards investment Avenues: 
Investment is a very dynamic and crucial activity in the financial planning. For making an 
effective investment, one has to have sufficient and information and knowledge about the 
available investment avenues. In fact, a better investment can be done only with the enough 
awareness and knowledge with disposal of the investors about various investment avenues 
available with them. The activity of Investment is a high involvement of products and a lot of 
information gathering before making investment in any kind of investment. For this purpose, 
investors gather information and knowledge from various sources before putting money in any 
profitable investment avenue. In this view, respondents were asked to state the source of 
information they use to get information and knowledge before investing in any investment 
avenue for a good tax planning. The results in terms of frequency distribution and rank are 
tabulated and interpreted below: 

Table No.5.15:  Sources of Awareness towards investment Avenues: 

Sr. 
No. Source of Awareness Banking Organizations Insurance Organizations 

Freq. % Point Rank Freq. % Point Rank 
1 Friends and Relatives 230 100 3 1 170 100 2 1 
2 Tax Consultants 200 91 7 2 140 91 11 2 
3 Co-employees 160 82 4 3 130 82 4 3 
4 News papers 120 73 11 4 100 55 3 4 

5 
Banks /Financial 
Institutions 110 64 1 5 100 55 5 4 

6 Employer/ Management 100 55 2 6 100 55 7 4 
7 Brokers and Agents 80 27 5 7 90 36 10 7 
8 Advertisements 80 27 6 7 90 36 12 7 
9 TV/ News 80 27 10 7 80 27 9 9 

10 Internet websites 60 9 8 10 70 18 6 10 
11 Awareness Programmes 60 9 9 10 60 9 8 11 
12 Books/ Magazines 40 0 12 12 40 0 1 12 

Source: Survey data 

Graph No. 5.15:  Ranks of Sources of Awareness about Investment Avenues: 
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Table No.5.15 indicates the sources of awareness of respondents about investment avenues. It 
can be seen from the table that respondents multiple sources of information before investing 
money. It can be inferred from the frequency distribution and ranks that   friends and relatives, 
tax consultants, co-employees, news-papers are most popular sources of awareness among the 
respondents in both banking and insurance organisations for getting information knowledge 
about investment avenues. The sources information such as banks/ financial institutions, 
employer/ management, advertisements are also fairly popular among the respondents. 
However, the advanced media like internet websites, TV News book/ magazines and awareness 
programmes of the income tax department are somewhat popular among the respondents of both 
bank and insurance organisations. Hence, it is cleared that the sources of awareness like friends 
and relatives, tax consultants, co-employees, news-papers are most popular among the 
respondents in both banking and insurance organisations but the popularity of other sources of 
awareness among the banking and insurance organisations is somewhat different. 

5.2.4.5: Objectives behind Investments: 
It is well accepted that an investment is made because it serves some objectives to an investor.  
Ultimately, the investment is made to earn money but depending on stage of life, availability of 
funds and risk tolerance, the investors can make an investment with specific objectives in mind, 
and each investment carries its own set of benefits and risks. In this view, respondents are 
requested to rate the importance of objectives behind the investment made by them for sake of 
tax planning. The results complied on the basis of five-points Likert scale are tabulated and 
interpreted as under: 

Table No.5.16:  Level of Importance of objectives behind Investment of Banking 
Organisations 

Sr. 
No 

Objectives of 
Investment 

Responses of Respondents  in Banking Organisations 

EIMP VIMP MIMP SIMP NIMP Total 
Score 

Weighted 
Average 

1 Reduction in tax 
liability 180 90 10 - - 1290 4.30 

2 Minimization of 
litigations 30 90 50 - - 660 2.20 

3 Augment in dynamic  
investments 40 90 10 - - 590 1.97 

4 Generating Alternative 
Earning 50 80 10 - - 600 2.00 

5 Healthy Economic 
growth 90 90 50 - - 960 3.20 

6 Economic stability 70 100 50 - - 900 3.00 

7 Enhancing Saving 
habits 40 60 70 - - 650 2.17 

8 Meeting ultimate goals 70 60 60 - - 770 2.57 
9 Beating inflation 80 30 70 - - 730 2.43 

10 Securing family life 140 80 20 - - 1080 3.60 
Source: Survey data 
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Graph No. 5.16: Weighted Average Score of Level of Respondents in Banking 
Organisations for Importance of objectives behind Investments: 

 
Table No.5.16 shows the level of importance of objectives behind the investment made by the 
respondents in banking organisations. It is evident from the table that the objectives behind the 
investment stands scored between 2 to 4.5 except augment in dynamic investments (1.97). 
Hence, by observing the frequency distribution and weighted average score that the objectives 
behind the investment like reduction of tax liability, securing family life, healthy economic 
growth and economic stability have more important objectives while making investment since 
their total score and weighted average scores are higher. Similarly, the objectives behind the 
investment such as Minimization of litigations, generating alternative earning, enhancing saving 
habits, meeting ultimate goals and beating inflation are secondary important objectives but 
augment in dynamic  investments is somewhat important for investing because it is meagrely 
rated by the respondents. 

On the overall analysis, it is cleared that most of the employees from the banking organisations 
agreed that they have given due importance to the objectives of reduction of tax liability, 
securing family life, healthy economic growth and economic stability rather than in dynamic 
investments while making investment in different avenues. 

Table No.5.17:  Level of Importance of Objectives behind Investment of Insurance 
Organisations 

Sr. 
No 

Objectives of 
Investment 

Responses of Respondents  in Insurance Organisations 

EIMP VIMP MIMP SIMP NIMP Total 
Score 

Weighted 
Average 

1 Reduction in tax 
liability 230 50 10 10 - 1400 4.67 

2 Minimization of 
litigations 100 130 30 20 - 1150 3.83 
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3 Increase in dynamic  
investments 130 120 30 10 - 1240 4.13 

4 Generating Alternative 
Earning 110 120 40 30 10 1220 4.07 

5 Healthy Economic 
growth 160 120 30 10 - 1390 4.63 

6 Economic stability 120 120 40 20 10 1250 4.17 

7 Enhancing Saving 
habits 80 100 80 40 - 1120 3.73 

8 Meeting ultimate goals 90 100 80 - 10 1100 3.67 
9 Beating inflation 80 120 40 20 20 1060 3.53 

10 Securing family life 160 120 10 10 10 1340 4.47 
Source: Survey data 

Graph No. 5.17:  Weighted Average Score of Level of Respondents in Insurance 

Organisations for Importance of objectives behind Investments: 

 
Table No.5.16 shows the level of importance of objectives behind the investment made by the 
respondents in banking organisations. It is evident from the table that the weighted average 
scores for all the objectives behind the investment lying in the range of 3 to 4.  By observing the 
frequency distribution and weighted average score it is apparent that the objectives behind the 
investment like reduction of tax liability, generating alternative earning, increase in dynamic  
investments, securing family life, healthy economic growth and economic stability are most 
important objectives while making investment since their total score and weighted average 
scores are higher.. Similarly, the objectives behind the investment such as minimization of 
litigations, enhancing saving habits, meeting ultimate goals and beating inflation are secondary 
important objectives because they have comparatively less rated by the respondents. 
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On the overall analysis, it is cleared that most of the employees from the insurance organisations 
have accepted that almost all the objectives behind the investment are important while making 
investment in different avenues. However, the objectives such as reduction of tax liability, 
generating alternative earning, and increase in dynamic investments, securing family life, 
healthy economic growth and economic stability are much important. 

5.2.4.6: Actual Investments: 
Every individual assessee specifically salaried employee always trying to avail tax benefits by 
investing in the diversified tax saving instruments with respect to their terms and conditions and 
threshold limit of group or each of the these instruments. In order to judge what extent the 
respondents have been benefited by tax planning by making investments, they are asked to state 
their actual investment in the previous year with given investment brackets.  The analysis and 
interpretation of the same are given below: 

Table No.5.18:  Size of Annual Investment: 

Sr. 
No. 

Amt. of Investment 
 

Response of respondents Cumulative 
(%) Banks Insurance Total % Freq. % Freq. % 

1 Up to Rs 1 Lakh 220 73% 140 47% 360 60% 60% 
2 Rs. 1  to Rs. 2 Lakh 50 18% 80 27% 130 22% 82% 
3 Rs. 2  To Rs. 3 Lakh 10 3% 60 20% 70 12% 94% 
4 Rs. 3  To Rs. 4 Lakh 10 3% 10 3% 20 3% 97% 
5 Above Rs. 4 lakh 10 3% 10 3% 20 3% 100% 

 Total 300 100% 300 100% 600 100%  
Graph No. 5.18:  Annual Investment of Respondents: 
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Table No.5.18 presents the size of investment made by the respondents during previous 
financial year. It can be seen from the table that the majority of respondents being 60 percent 
consisting 73 percent from baking organisations and 47 percent from insurance organisations 
have their annual investment up to Rs. 1 lakh. Around 22 percent and 12 percent respondents 
from both the organisations have their annual investment with in rupees one to two lakh and Rs. 
2 to 3 lakh respectively. Only 3 percent from each from banking and insurance organisations 
have invested in the range of 3 to 4 lakh and above 4 lakh respectively during the previous 
financial year.  It is concluded that the average investment made by the employees in previous 
financial year is significant but the size of investment of employees in the banking and 
insurance organisations in the brackets of up to Rs. 1 lakh, Rs.1 to 2 lakh and Rs. 3 to 4 lakh is  
respectively different. 

5.2.4.7: Ratio of Investment to Gross Total Income: 
The ratio of investment to gross total income is one of the important factors to be considered in 
both financial and tax planning. It is used to decide nature of financial heath and saving ability 
of an assessee. Every individual assessee specifically salaried employee passes through the 
different stages of life he/she needs to assess his/her financial heath and has to plan to ensure the 
achievement of goals at each stage of life.  There is standard ratio of investment to gross total 
income but most of the financial experts agree that ratio of 10 to 15 percent should be 
appropriate to ensure future financial goals.  For the purpose of estimating the financial health 
of the respondents as integral part of tax planning, they were asked to state the ratio of 
investment to their gross total income. The analysis and interpretation of the same are given 
below: 

Table 5.19: Ratio of Investment to Gross Total Income: 

Sr. 
No. 

Ratio of 
Investment 

Banks Insurance Total % Cumulative 
% Freq. % Freq. % 

1 Up To 10% 220 74% 80 27% 300 50% 50% 
2 10%  to 20% 40 13% 150 50% 190 32% 82% 
3 20%  to 30% 30 10% 40 13% 70 12% 94% 
4 Above 30% 10 3% 30 10% 40 6% 100% 
 Total 300 100% 300 100% 600 100%  

Graph 5.19: Ratio of Investment to Gross Total Income: 
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Table number 5.19 shows the ratio of the investment to gross total income of the respondents in 
banking and insurance organisations. It is evident the responses of the respondents, that the 
significant percent of employees from banking organisations (74%) and insurance organisations 
(50%) have their investment to gross total in ratio up to 10 percent and 10 to 20% respectively 
but 27. % banking employees have the ratio less than 10% and 13% insurance employees have 
the ratio between 10 to 20%...  it is surprisingly identified that out of the total 600 respondents, 
only12% and 6% employees from banking and insurance organisations have maintained  their 
ratio of investment to gross total income within the range of 20% to 30% and above 30% 
respectively. On the whole results, the majority of the employees around 50% have their 
investment to gross total income ratio up to 10%. However, the investment ratio of the 
employees from banking organisations in the categories of 10% to 20%, 20 to 30% and above 
30% is significantly less than that of employees in insurance organisations. 

5.2.4.8: Frequency of Investment: 
The frequency of investment means how often investment made by the investor. The frequency 
of investment is very important factor in financial planning since it will lead to growth in 
income and also provide the benefits for annuity value of investment in future. The fixed 
income group especially salaried individuals decides time frame for making investment with 
respect their time earning and its part available for the disposal. In this regard, respondents were 
asked to state the frequency for investment for the benefit of tax planning.  Their responses for 
frequency of investment are analysed and interpreted below: 

Table 5.20: Frequency of Investment: 

Sr. 
No. 

Ratio of 
Investment 

Banks Insurance Total % Cumulative 
% Freq. % Freq. % 

1 Monthly 120 40% 180 60% 300 50% 50% 
2 Quarterly 70 23% 40 13% 170 18% 68% 
3 Half yearly 50 17% 30 10% 80 14% 82% 
4 Yearly 60 20% 50 17% 110 18% 100% 
 Total 300 100% 300 100% 600 100%  

Graph No. 5.20:  Frequency of Investment: 
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Table number 5.20 explains the frequency of investment of respondents in banking and 
insurance organisations. It is evident from the table that the majority of respondents comprising 
60 percent and 40 percent from banking and insurance organisations have made their investment 
on the monthly basis respectively. However,   18 % of the total sample respondents have 
preferred to make their investment each for quarterly and yearly basis. The rest 14 percent 
respondents have made their investments on half-yearly. Thus, the Overall 50 percent of the 
middle income group employees from the banking and insurance organisations have preferred to 
make the investment on monthly basis, and rest of the 50 percent have to made their investment 
on quarterly, half-yearly or even yearly basis. 

5.2.4.9: Categorisation of Investment: 
It is generally observed that investors invest their money to fulfil their desired long term and 
short term goals. The desires goals like to protect from unforeseen things, meeting unexpected 
expenditures, fulfil emotional affection, availing tax benefits; earn fixed income, etc. 
Conversely, investments are also made to growth capital formation, to take benefits of 
speculative transitions whenever possible. The desired goals lead the investors to make 
categorical investments to match the needs and expectations at different stages of life. Thus, the 
salaried employees are unique type of investors with fixed income source always follows 
prudent practices of financial and tax planning to fulfil their desired goals. In this regard, a 
question was posed to the respondents as how they are dividing their total investments among 
the given categories of investment. Their responses on the same are analysed and interpreted as 
under: 

Table 5.21: Categorisation of Investment 

Sr. 
No. 

Category of 
Investment 

Banks Insurance Total % Cumulative 

% Freq. % Freq. % 

1 Protective 
investments 70 23% 60 20% 130 22% 22% 

2 Tax-benefited 
Investments 160 54% 165 55% 325 53% 75% 

3 
Fixed income 
oriented 
Investments 

40 13% 20 7% 60 10% 85% 

4 Speculative 
Investments - - 15 5% 15 3% 88% 

5 Emotional 
Investments - - 10 3% 10 2% 90% 

6 Income growth 
Investment 30 10% 30 10% 60 10% 100% 

 Total 300 100% 300 100% 600 100%  
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Graph No. 5.21:  Categorisation of Investment: 

 
Table No, 5.21 presents the responses of respondents on about the division of their total 
investment among six categories. It can be seen from the results that most of the respondents 
being more than 50 percent from both banking and insurance organisations have divided their 
major investment in the category of tax benefited investments followed by 22 percent 
respondents in the protective investments. Moreover, only 10 percent respondents categorised 
their investments n the categories of fixed income oriented and income growth investment each. 
The remaining small portion of respondents divided their investment into emotional and 
speculative investments. 

On the whole, it is concluded that middle income group employees being fixed income 
community working in bank and insurance organisations have preferred and invested mostly in 
the tax-benefited investments and protective investment significantly. 

5.2.4.10:  Sources of Fund for Investments: 
There are various sources to raise funds for making investments. Generally, the most common 
sources like self-saving; saving of the spouse and sometimes borrowing from relatives are used 
for Investment. However, some of the individuals are used borrowings and financial institutions 
along with their own saving for investment. Hence, the respondents were asked state their 
sources of funds for investment. And their responses are analysed and interpreted below: 

Table 5.22: Sources of Funds for the Investments of Bank Employees 

Sr. 
No. 

Category of 
Investment 

Banks Insurance Total % Cumu. 
% Freq. % Freq. % 

1 Self-saving 220 73% 230 77% 450 75% 75% 

2 Self-Saving and Saving 
of Spouse 80 27% 40 13% 120 20% 95% 

3 Borrowings from - - - -  - 95% 
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Relatives and Friends 

4 Borrowing from Banks/ 
FIs - - 10 3% 10 2% 97% 

5 Both Saving and 
Borrowings - - 20 7% 20 3% 100% 

 Total 300 100% 300 100% 600 100%  

Graph No. 5.22:  Sources of Funds for the Investments of Bank Employees 

 
Table No. 5.22 highlight the sources of funds used by the respondents in banking and insurance 
organisations for making investment for the purpose of availing benefits of tax planning. It is 
apparent from the table that most of the respondents being 73 percent from banking and 77 
percent from insurance organisations have used self saving source of fund followed by self-
saving and saving of spouse by the 23 percent and 13% respondents respectively for making 
investments for tax planning. Very few percent of the respondents from banking organisations 
have preferred the other sources of funds like borrowings of banks/ financial institutions and 
savings and borrowings for their investments. However, none of the respondents from insurance 
organisations have used the sources of borrowings from relatives and friends, borrowings from 
borrowings of banks/financial institutions savings and borrowings for their investments. Hence 
it is cleared that 95 % middle income group employees from banking and insurance 
organisations have used self-saving and saving of their spouse for making investment and very 
negligible i.e. 5 percent  respondents have used other sources for the same. 
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5.2.4.11:  Actual Investment Portfolio of Respondents: 
The wide range of investment avenues is now available in the modern financial market in India. 
Broadly, the investments avenues are divided in to two categories such as financial assets and 
real assets. These are commonly known as regular investment avenues and specific investment 
avenues. The usual or regular investment avenues in the financial assets in the form of papers/ 
electronic claims on the issuers like governments or corporate bodies. These investment include 
different types of avenues like post office schemes, mutual fund, insurance policies, and 
derivative instruments equity shares, corporate securities, government securities, and deposit 
with banks. On the other hand, the investment in real assets means the investment in specific 
avenues. Out of such variety of investment avenues, an investor himself has to select the best 
avenues by studying the merits and demerits each of them to have better investment portfolio 
for the economic as well as tax benefits in the long run. For the sake of convenience, the 
analysis and interpretation of investments in financial assets and real assets made by the 
respondents are independently done as under: 

5.2.4.11.1:  Investment Portfolio in Usual Investment Avenues: 
Investment in usual avenues means the employment of funds in financial assets with the aim of 
getting return on it. Generally the investment in these assets is done from the regular earning. 
This type of investments is a very crucial activity of an individual having fixed salaried income 
to achieve for desired gaols. The person without having adequate investment in financial assets 
will collapse his life.  In order to achieve desired goals, most the salaried employees invest their 
savings in different financial assets depending on the risk and returns associated with them. 
Thus, investment in financial assets plays a vital role in the continuity and growth of any person 
and it raises a nation’s standard of living. In India, There are number of usual investment 
avenues available for the investors for availing the benefits of tax planning.  In order to identify 
the investment portfolio of the respondents in usual investment avenues, they were asked to 
specify the range of their investment in usual investment avenues with given amount of 
investment brackets. Their investment portfolio distribution in the usual   investment avenues of 
the respondents in banking and insurance organizations are tabulated and interpreted 
independently as under: 

Table 5.23:  Investment Portfolio in usual avenues of Respondents in Banking 
Organisations: 

Sr. 
No. Investment Avenues 

Amount of Investment    ( Rs. Thousands) 

< Rs. 50 Rs. 50-
100 

Rs. 100-
150 

Rs. 150-
200 

> 
Rs.200 

1 Post office Fixed 
Deposits 

78 

(26) 

9 

(03) 

0 

(00) 

0 

(00) 

0 

(00) 

2 Bank Fixed Deposits 
123 

(41) 

21 

(07) 

30 

(10) 

0 

(00) 

9 

(03) 

3 Susana Samridhi 
Scheme 

45 

(15) 

0 

(00) 

0 

(00) 

0 

(00) 

0 

(00) 
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4 Insurance Schemes 
186 

(62) 

9 

(03) 

30 

(10) 

9 

(03) 

21 

(07) 

5 Pension Plan from 
Mutual Funds 

30 

(10) 

0 

(00) 

0 

(00) 

0 

(00) 

0 

(00) 

6 Pension Plan from LIC 
51 

(17) 

9 

(03) 

0 

(00) 

0 

(00) 

0 

(00) 

7 National Pension Plan 
69 

(23) 

9 

(03) 

0 

(00) 

0 

(00) 

0 

(00) 

8 Central Govt. Pension 
30 10 0 0 0 

(10) (03) (00) (00) (00) 

9 Chit Funds 
21 0 0 0 0 

(07) (00) (00) (00) (00) 

10 Corporate Bonds 
30 0 0 0 0 

(10) (00) (00) (00) (00) 

11 Govt. Bonds 
9 0 0 0 0 

(03) (00) (00) (00) (00) 

12 Mutual Funds 
90 9 9 0 0 

(30) (03) (03) (00) (00) 

13 Corporate Securities 
0 0 0 0 0 

(00) (00) (00) (00) (00) 

14 Provident Fund 
120 51 9 0 0 

(40) (17) (03) (00) (00) 

15 Public Provident Fund 
102 51 39 0 0 

34 17 13 (00) (00) 
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Graph No. 5.23: Investment Portfolio in usual avenues of Respondents in Banking 
Organisations 

 
Table No.5.23 presents the avenue-wise investment portfolio of the respondents in banking 
organisations under five investment brackets. A careful look at the results of the table revealed 
that the around 62 percent of the respondents from baking organisations have made investment 
up to Rs. 0.50 lakh in insurance schemes follow by 41% in bank fixed deposits, 40% in 
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provident fund, 34% in public provident fund, 30% in mutual fund and 26% in post office 
savings/deposits whereas least percent of the respondents nearly from 3% to 17% have made 
investment in other avenues under the same amount of investment bracket. in the investment 
bracket of Rs, 0.50 to 1.00 lakh, about 17% respondents each have made investment in the 
avenues of provident fund and public provident fund respectively and 7% have made investment 
bank fixed deposits but very negligible percentage of respondents (3%) has invested in each of 
the avenues like post office savings, insurance schemes, pension plans of LIC, NSP, govt. 
pension plans, and mutual funds. Further, out of the total sample respondents, roughly 13% 
respondents have invested in public provident fund, 10% each in bank fixed deposits and 
insurance schemes under the investment bracket of Rs, 1.00 to 1.50 lakh but only 3 % 
respondents have invested each in the mutual fund and provident fund respectively in the same 
investment bracket. As far as the other investment brackets are concerned, only 3% of the total 
respondents have invested in insurance schemes in the bracket of Rs. 1.50 to 2.00 lakh, whereas 
3% and 7% of the respondents  have made their investments in insurance schemes and bank 
fixed deposits respectively in the investment bracket of above Rs,200,000. It is surprisingly that 
none of the respondent invested in a single investment avenue in the investment bracket of Rs. 
1.5 to 2.00 lakh. 

In all, it is clearly identified that fair portion of middle income group of employees from the 
banking organisations have preferred investments in the conventional investment avenues like 
insurance schemes post office savings, fixed deposits public provident, provident fund, etc but 
they have not significantly opted for new government schemes and corporate investments such 
as corporate securities, sukannaya samuridhi, mutual funds, national saving scheme and so on. 

Table 5.24: Investment Portfolio in usual avenues of Respondents in Insurance 
Organisations 

Sr. 
No. 

Investment Avenues Amount of Investment  ( Rs. Lakh) 
<  0.50 <  0.50 <  0.50 <  0.50 <  0.50 

1 Post office Fixed 
Deposits 

99 
(33%) 

9 
(03%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

2 Bank Fixed Deposits 129 
(43%) 

30 
(10%) 

30 
(10%) 

9 
(03%) 

9 
(03%) 

3 Susana Samridhi 
Scheme 

60 
(20%) 

9 
(03%) 

0 
00%) 

0 
(0%) 

0 
(00%) 

4 Insurance Schemes 180 
(60%) 

9 
(03%) 

30 
(10%) 

9 
(03%) 

30 
(10%) 

5 Pension Plan from 
Mutual Funds 

30 
(10%) 

21 
(07%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

6 Pension Plan from LIC 49 
(16%) 

30 
(10%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

7 National Pension Plan 36 
(12%) 

9 
(03%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

8 Central Govt. Pension 30 
(10%) 

9 
(03%) 

0 
(00%) 

0 
(00%) 

9 
(03%) 

9 Chit Funds 21 
(07%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

10 Corporate Bonds 21 
(07%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 
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11 Govt. Bonds 9 
(03%) 

18 
(06%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

12 Mutual Funds 90 
(30%) 

18 
(06%) 

9 
(03%) 

0 
(00%) 

9 
(03%) 

13 Corporate Securities 9 
(03%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

0 
(00%) 

14 Provident Fund 81 
(27%) 

60 
(20%) 

9 
(03%) 

9 
(03%) 

9 
(03%) 

15 Public Provident Fund 69 
(23%) 

9 
(03%) 

39 
(13%) 

9 
(03%) 

0 
(00%) 

Graph No. 5.24: Investment Portfolio in usual avenues of Respondents in Insurance 
Organisations 
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Table No.5.24 presents the avenue-wise investment portfolio of the respondents in insurance 
organisations under five investment brackets... A careful look at the results of the table revealed 
that the around 60 percent of the respondents from insurance organisations have made 
investment up to Rs. 0.50 lakh in insurance schemes follow by 43% in bank fixed deposits, 33% 
in post office savings/deposits, 30% in mutual fund 20% sukannaya samuridhi 17 % in 
provident fund,  16 % in Pension Scheme of LIC, 13% in public provident fund, whereas least 
percent of the respondents nearly from 3% to 16% have made their investment in other avenues 
under the same amount of investment bracket. In the investment bracket of Rs, 0.50 to 1.00 
lakh, about 20% respondents have made investment in the avenues of provident fund, 10 % each 
have made their investment in bank fixed deposits and pension scheme of LIC respectively and 
7% and 6% respondents invested in pension plans of mutual funds government bonds and 
mutual fund respectively. However, very negligible percentage of respondents (3%) has 
invested in each of the avenues like post office savings, insurance schemes, NSP, govt. pension 
plans, National Pension Plan, insurance scheme post office savings, government pension plans, 
etc.  Further, out of the total sample respondents, roughly 13% respondents have invested in 
public provident fund, 7% in pension plans of LIC, 6% each have invested in fixed deposits and 
public provided fund under the investment bracket of Rs, 1.00 to 1.50 lakh but only 3 % 
respondents have invested each in the mutual fund, government bounds, pension plans of 
mutual fund, insurance schemes and sukannya samrudhi respectively in the same investment 
bracket. As far as the other investment brackets are concerned, only 3% of the total respondents 
have invested in insurance schemes in the bracket of Rs. 1.50 to 2.00 lakh, whereas only 10% 
have invested in insurance schemes and 3% each invested fixed deposits, government bonds, 
mutual funds, and provided fund respectively under the investment bracket of above Rs.2.00 
lakh.  It is surprisingly revealed that only 3% respondents under the investment bracket of Rs. 
1.50 to 2.00 lakh have invested in insurance schemes. 

On the basis of overall analysis, it is clearly indentified that reasonable portion of middle 
income group of employees from the insurance organisations have preferred investments in the 
conventional investment avenues like insurance schemes post office savings, fixed deposits 
public provident, provident fund, etc but they have not significantly invested in the government 
schemes and corporate securities. 

5.2.4.12:  Investment Portfolio in Specific Investment Avenues: 
Specific investment avenues means investment in residential house, commercial property, art, 
gold, silver and precious stones object. Some time, an investor wants to avail the benefits of 
value appreciation in these assets in addition to financial assets they have opted for specific 
investments. After having the opinions on the investment in the usual investment avenues, the 
employees  asked to state their investment portfolio in the specific investment avenues under the 
given investment brackets. The investment portfolio in the specific investment avenues of the 
respondents in banking and insurance organizations are tabulated and interpreted together: 

Table No. 5.25: Investment Portfolio in specific avenues of Respondents in Banking 
Organisations 

Sr. 
No. 

Specific 
Investment Investment (Rs.) Bank Insurance Total 

Freq. % Freq. % Freq. % 

1 Real Estate 

Up to 10 L 00 00% 00 00% 00 00% 
10 L to 50 L 30 10% 40 13% 70 12% 
50 L to 1 Cr 20 7% 20 7% 40 6% 
Above 1 Cr 10 3% 20 7% 30 5% 
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Total 60 20% 80 27% 140 23% 

2 Gold and 
Silver 

Up to 10 L 40 13% 70 23% 110 18% 
10 L to 50 L 20 7% 30 10% 50 9% 
50 L to 1 Cr 10 3% 20 7% 30 5% 
Above 1 Cr 00 00% 00 00% 00 00% 

 Total  70 23% 120 40% 190 32% 
3 Others - 00 00% 00 00% 00 00% 
 Total (1+2+3)  130 43% 200 67% 330 55% 

Graph No. 5.25: Specific Investment Portfolio of Respondents of Respondents in Banking 
Organisations: 

 
Table No.5.25 presents the investment portfolio in specific investment avenues of the 
respondents in baking and insurance organisations under given four investment brackets. It can 
be observed from the results that nearly 32 percent of the sample respondents consisting 23 
percent from banking organisations and 49 percent from insurance organisations have made 
investment in two specific assets like real estate and gold and slivers.  As per as the type of 
assets are concerned, out of 60 respondents from banking organisations 10 percent, 7 percent 
and 3 percent have invested in the real assets under the investment brackets of up to Rs. 50 lakh, 
50 lakh to 1 Crore and above 1 Crore respectively. Similarly, out of 80 respondents from 
Insurance organisations, most of the respondents being 13 percent invested in real estate up to 
Rs. 50 lakh, and 7 percent each have invested under the investment brackets 50 lakh to 1 Crore 
and above 1 Crore respectively.  On the other hand, out of 70 respondents from banking 
organisations 13 percent, 7 percent and 3 percent have invested in the gold and silver under the 
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investment brackets of up to Rs. 50 lakh, 50 lakh to 1 Crore and above 1 Crore respectively. 
Similarly, around 23 percent, 10 Percent and 7 percent among the 120 respondents from  the 
Insurance organisations invested in the gold and silver  under the investment brackets of up to 
Rs. 50 lakh, 50 lakh to 1 Crore and above 1 Crore respectively.  Thus, the overall investment 
portfolio in the specific investment avenues of middle income group employees in the banking 
and insurance organisations is spread over between Rs. 50 lakh to 1 Crore but it proportion to 
the sample size is around 32 percent. 

5.2.4.13:  Factors Affecting Investment Decisions: 
The investment decisions are influenced by many factors like risk, safety returns, periodicity of 
investment, simplicity, affordability, accessibility, etc.  In fact, an investor is a focal point of the 
future market; normally tolerates to sacrifice certain present values for uncertain future rewards. 
Therefore, it could entail for the investors to take investment decisions by analysing the factors 
affecting decisions of investing. In this view, the respondents were asked to rate the factors 
influencing their decisions on the basis of given scale from extremely influential to not at all 
influential. The summarised results with Weighted Average Score are tabulated and interpreted 
as under: 

Table 5.26: Factors Affecting Investment Decisions of Respondents in Banking 
Organisations: 

Sir 
No Technical Factors 

Factors Influencing Investment Decisions 

Extremely Very Fairly Slightly 
Not 
At 
All 

Total 
Score 

Weighted 
Average 

1 Safety and Security 180 60 10 10 - 1190 3.97 

2 Risk Tolerance 60 70 10 10 - 630 2.10 

3 Regular Returns 60 100 20 10 - 780 2.60 

4 High Returns 50 60 30 10 20 620 2.07 

5 Liquidity 60 80 30 10 10 740 2.47 

6 Tax Benefits 130 70 40 20 - 1090 3.63 

7 Easy Purchasing 40 60 50 20 - 630 2.10 

8 Marketability 20 80 30 10 10 540 1.80 

9 Affordability 20 90 40 10 - 600 2.00 

10 Simplicity 40 80 70 10 10 760 2.53 

11 Diversification 20 80 30 10 - 530 1.77 

12 Periodicity 20 60 50 10 - 510 1.70 

13 Availability of funds 20 60 50 10 - 510 1.70 

14 Future Augmentation 20 60 40 10 - 480 1.60 

15 Net Asset Value 20 70 40 10 - 520 1.73 
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Graph 5.26: Weighted Average Scores for Factors Affecting Investment Decisions of 
Respondents in Banking Organisations: 

 
Table No.5.26 indicates the factors which affects the investment decisions of the employees in 
banking organisations.  A close look at the Weighted Average Score of responses, it can be 
revealed that majority of respondents nearly 250 (3.97) have been influenced by safety and 
security. Next to this, tax benefits (3.63), simplicity (2.53), regular returns (2.6), easy 
purchasing (2.10), risk tolerance (2.10), liquidity (2.47), affordability (2.00) and high returns, 
(2.07) have greatly influenced the investment decisions of the respondents in banking 
organisations. Moreover, the moderate important factors and have fairly impact on investment 
decision are marketability (1.80), diversifications (1.77) and NAV (1.73).   The factors which 
have least important for the respondents and have little impact on the decision to invest are 
periodicity (1.70), available fund (1.70) and future growth (1.60). 

On the whole, it is concluded that the respondents in the banking organisations  have rated their 
preferences based on safety and security, tax benefits, simplicity and regular and high returns 
but the results shows that they are least care about the availability of funds, periodicity of 
investment and future growth in investment. 
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Table 5.27: Factors Affecting Investment Decisions of Respondents in Insurance 
Organisations 

Sr. 
No 

Technical 
Factors 

Factors Influencing Investment Decisions 

Extremely Very Fairly Slightly 
Not 
At 
All 

Total 
Score 

Weighted 
Average 

1 Safety & Security 180 50 20 40 - 1240 4.13 
2 Risk Tolerance 20 158 30 10 9 851 2.84 
3 Regular Returns 90 68 30 20 10 862 2.87 
4 High Returns 127 50 20 50 18 1013 3.38 
5 Liquidity 59 110 50 10 9 914 3.05 
6 Tax Benefits 129 70 60 10 10 1135 3.78 
7 Easy Purchasing 50 79 60 20 10 796 2.65 
8 Marketability 50 80 79 20 10 857 2.86 
9 Affordability 40 80 50 19 10 718 2.39 

10 Simplicity 50 110 50 20 9 889 2.96 
11 Diversification 58 60 50 20 20 740 2.47 
12 Periodicity 50 90 50 20 11 811 2.70 

13 Availability of 
funds 50 100 50 31 10 872 2.91 

14 Future 
Augmentation 30 80 51 30 10 693 2.31 

15 Net Asset Value 39 90 50 30 19 784 2.61 

Graph 5.27: Weighted Average for Factors Affecting Investment Decisions of Respondents 
in Insurance Organisations: 
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Table No.5.27 indicates the factors which affects the investment decisions of the employees in 
insurance organisations.  A close look at the Weighted Average Score of responses, it can be 
revealed that majority of respondents nearly 290 (4.13) have been influenced by safety and 
security. Next to this, tax benefits (3.78), high returns (3.38), liquidity (3.05) have greatly 
influenced decisions to invest by the respondents in insurance organisations. Moreover, the 
moderate important factors and have fairly impacted on decision to invest are availability fund 
(2.91), simplicity (2.96), marketability (2.86), high returns (2.87), risk tolerance (2.84), 
periodicity (2.70), easy purchasing (2.65), and NPV (2.61).The least important factors for the 
respondents and have little impacted on the decision to invest are diversification in investments 
(2.47) and future growth (2.31). 

On the whole, it is concluded that the respondents in the insurance organisations have rated their 
preferences to based on safety and security, tax benefits, high returns and liquidity but they are 
least care to the factors like diversification and future growth in investment. 

5.2.4.14:  Satisfaction on Returns on Investment: 
An investor may pursue his/ her investment in order to gain regular and fair returns and at the 
same time to minimise taxes as a part of his /her investment planning. Investment return is a 
performance measure to examine the efficiency of investment or to evaluate comparative 
efficiency of different investment in a single portfolio. It is a directly measures the amount of 
return on investment relative to its cost of investment. Generally, it is assumed that if return on 
investment in terms of amount return on investment and its tax benefits are fairly obtained, that 
investment will be the best investment. To know the satisfaction level of the respondents they 
were asked about what extent they are satisfaction about the return on their investments.  The 
following table and graph shows the satisfaction level. 

Table 5.28: Satisfaction of Respondents on Banking Organisations towards the Returns on 
Investment: 

Sr. 
No Mode of Investment 

Level of Satisfaction Banking Respondents 

Fully Very Fairly Slightly Not Total 
Score 

Weighted 
Average 

1 Post office Fixed Deposits 50 40 80 10 10 680 2.27 
2 Bank Fixed Deposits 70 140 40 20 20 1090 3.63 
3 Sukanya Samridhi 50 20 10 10 10 390 1.30 
4 Real Estate 70 80 20 10 - 750 2.50 
5 Insurance Schemes 140 100 50 60 10 1380 4.60 

6 Pension Plan of Mutual 
Funds 30 20 20 10 10 320 1.07 

7 Pension Plan From LIC 40 80 40 10 - 660 2.20 
8 New Pension Scheme 40 40 30 20 10 500 1.67 
9 Govt. Pension Scheme 30 20 20 10 - 310 1.03 
10 Senior Citizens Scheme 30 30 20 10 - 350 1.17 
11 Chit Funds 30 10 10 10 30 270 0.90 
12 Corporate Bonds 10 10 - - 10 100 0.33 
13 Govt. Bonds 40 30 - - - 320 1.07 
14 Mutual Funds 50 70 - 10 20 570 1.90 
15 Corporate Securities 30 30 10 - 20 320 1.07 
16 Provident Fund 160 140 20 10 - 1440 4.80 
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Graph 5.28: Weighted Average Score of Respondents in Banking Organisations towards 
Satisfaction on Returns on Investment 

 

17 Public Provident Fund 120 100 - 10 - 1020 3.40 
18 Gold and Slivers 40 20 20 10 10 370 1.23 
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Table No. 5.28 shows the satisfaction level of the employees in banking organisations with 
return on their investment. it can be seen from the total score and weighted average score that 
majority of the respondents completely satisfied with the returns on the investment made in the 
investment schemes and provident fund since weighted average scores are more than 4.20 as a 
cut off average for completely satisfaction, while they are more satisfied with public provident 
fund and fixed deposits because these investment bears weighted average more than 3.40. 
Similarly, the respondents are less satisfied with the return on the mutual fund, post office 
savings, real estate, pension plans of LIC and mutual fund on the basis of their weighted average 
score which are more than 1.80 but less than 2, 60. The respondents are highly dissatisfied with 
the returns on all other investments because their weighted average scores are below 1.80. 
Hence, it is concluded that, most of the middle income group employees in banking 
organisations are satisfied with the fixed and regular return generating investments such as 
insurance schemes, provident fund  public provident fund and fixed deposits and less satisfied 
with investments of fluctuating returns, while they are dissatisfied of those investments with 
having more risks. 

Table 5.29 Satisfaction of Respondents on Insurance Organisations on Returns on 
Investment: 

Sr. 
No 

Mode of Investment 
Level of Satisfaction Insurance Respondents 

Fully Very Fairly Slightly Not Total 
Score 

Weighted 
Average 

1 Post office Fixed Deposits 40 50 60 10 10 610 2.03 
2 Bank Fixed Deposits 30 80 30 40 20 660 2.20 
3 Sukanya Samridhi - 30 - 20 30 190 0.63 
4 Real Estate 80 - 10 20 - 470 1.57 
5 Insurance Schemes 100 100 20 30 10 1030 3.43 

6 Pension Plan of Mutual 
Funds 20 20 - 20 20 240 0.80 

7 Pension Plan From LIC 70 60 30 - 20 700 2.33 
8 New Pension Scheme 30 50 - 20 10 400 1.33 
9 Govt. Pension Scheme 30 10 10 10 10 250 0.83 
10 Senior Citizens Scheme 10 20 20 10 10 220 0.73 
11 Chit Funds - 10 - - 20 60 0.20 
12 Corporate Bonds - 10 - - 10 50 0.17 
13 Govt. Bonds 10 50 - - - 250 0.83 
14 Mutual Funds 70 80 10 - 20 720 2.40 
15 Corporate Securities - 10 10 - 10 80 0.27 
16 Provident Fund 90 90 10 10 - 860 2.87 
17 Public Provident Fund 70 100 10 - - 780 2.60 
18 Gold and Slivers 20 20 40 20 20 360 1.20 
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Graph 5.29: Weighted Average Score of Respondents in Insurance Organisations on 
Satisfaction Return on Investment: 

 
Table No. 5.29 focus the satisfaction level of the employees in insurance organisations with 
return on their investment. it can be seen from the total score and weighted average score that 
majority of the insurance employees more satisfied with the returns on the investment made in 
the investment schemes and provident fund Public provident fund and insurance policies since 
weighted average scores are more than 4.20 as a cut off average for more satisfaction, while 
they are less satisfied with fixed deposits, mutual fund, pension plans of LIC, fixed deposits 
post office savings because these investment bears weighted average more than 3.40. On the 
contrary, the respondents are highly dissatisfied with the returns on all other investments 
because their weighted average scores are below 1.80 like corporate securities, corporate 
bounds, government bounds chit funds, government pension schemes national pension scheme, 
real estate, etc, . 

Thus, overall satisfaction of the respondents in insurance organisations towards fixed and 
regular returns generating investments like investment schemes, provident fund, public 
provident and insurance schemes is more commendable, but level of satisfaction towards the  
risky but profit- oriented investments is not satisfactory. 
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5.2.4.15: Deductions Availed in respect of Allowances and Perquisites: 
As per income tax law there are certain allowances and perquisites which are partly fully or 
partially deductible from the income of an assessee subject to the fulfilment of certain 
conditions as lay down by finance act there under from time to time.  Normally, salaried 
employees avail the deductions in respect of cretin allowances and perquisites on their own 
harm by fulfilling and providing necessary evidences to the employer.  To know what 
deductions have availed by the respondent under study, they are provided the list of certain 
allowances and perquisites generally claimed for deductions and were asked to state which of 
them they have been claimed for. The frequency distribution of the same and its analysis and 
interpretation are given below: 

Table 5.30: Deductions Availed in respect of Allowances and Perquisites: 

Sr. No. Nature of deduction availed Frequency Percent 
1 House Rent Allowance 588 98% 
2 Entertainment allowance 60 10% 
3 Children Education Allowance 24 04% 
4 Children Hostel Allowance 18 03% 
5 Transport Allowance 600 100% 
6 Rent free/ Concessional Accommodation 24 04% 
7 Car  Conveyance 18 03% 
8 Domestic Servants 6 01% 
9 Long term Capital Gains - - 

10 Short term Capital Gains - - 

Graph 5.30:  Deductions Availed in respect of Allowances and Perquisites (%) 
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Table No.5.30 presents the frequency distribution for the deductions in respect of allowances 
and perquisites claimed by the respondents in banking and insurance organisations. It is 
surprisingly revealed from the table that most 98 percent and 100 percent of the sample 
respondents from both banking and insurance organisations have claimed deductions for house 
rent allowance and transport allowance respectively since these allowances are easy and 
convenient to claimed deductions. Next to these, only 10 percent of the sample respondents 
have claimed deduction in respect of entertainment allowance because it can only be claimed if 
it is specifically granted by the employer and allowed to government employee.  However, very 
few respondents such as 4% each claimed for children education allowance and rent free / 
concessional accommodation, 3% each claimed for children hostel allowance and car 
conveyance allowance have respectively. 

On the whole, it is concluded that the almost of all the middle income group employees have 
claimed deductions in respect of house rent allowance and transport allowance but claimants for 
the allowable deductions towards other allowances and perquisites under the income tax is very 
negligible. 

5.2.4.16:  Deductions availed in respect of Tax Saving Measures: 
Tax planning measures are those in which investment of funds are made in tax free return 
investments, tax saving instruments, tax free maturity instruments and no tax deductions at 
source investments to minimise tax liability in fair and permissible manner. As far as individual 
salaried assessee are concerned, there are various tax planning measures thereby they can avail 
the qualified deductions/concessions by making investments/ expenditure in specified 
instruments. Basically, tax planning measures under section 80C to 80U are the more dominant 
ones to avail maximum deductions for making investments/ payments in permissible 
instruments subject to following the provisions of the respective sections. To know extent of 
deductions availed, respondents were asked state their quantum of deductions availed in respect 
of each tax saving measure under the given amount of brackets. However, they were provided 
their consolidated deductions under two groups of tax saving measures such as deductions under 
section 80C and sections 80E to 80G. The analysis and interpretation of the same are given 
below 

Table 5.31: Deductions availed in respect of Tax Saving Measures by Respondents in 
Banking Organisations 

Sr. 
No. 

 

Investment Avenues 
 

Amount ( Rs. Lakh) 
Up to 
0.50 

0. 50 to 
1.00 

1.00  to 
1.50 

1.50-to       
2.00 

Above 
2.00 

A Deductions u/s 80 C      
1 Provident Fund/P P F 

105 
(35%) 

00 
(00%) 

150 
(50%) 

30 
(10%) 

15 
(05%) 

2 LIC Policy 
3 NS Certificates 
4 Post Office Savings Bank 
5 Units Trust India 
6 Unit linked Insurance Polices 
7 Approved Pension Fund 
8 Fixed Deposits 
9 Repayment of Hsg. Loan 

10 Sukanya Samriddhi Yojana 
11 Tuition Fees 
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12 Infrastructure Bonds 
B Deductions u/s 80E to 80 G      12 Interest on Higher Edu. Loan 

105 
(35%) 

135 
(45%) 

60 
(20%) 

00 
(00%) 

00 
(00%) 

13 Int. on Housing Loan 
14 Medical Insurance Policy 
15 Rajiv Gandhi Equity Saving 

Scheme 
16 New Pension Scheme 
17 Donations to Charitable Fund 
18 Others, if any - - - - - 

Graph 5.31:  Deductions availed in respect of Tax Saving Measures by Respondents in 
Banking Organizations: 

 
Table No.5.31 indicates the frequency distribution (combined) of the respondents in banking 
organisations in respect of amount of deductions availed by them under section 80C and section 
80E to 80G. It can be seen from the table that around 50 % of the sample respondents in the 
banking organisations have availed deductions within the range of Rs. 1.00 to 1.50 lakh under 
section 80C followed by 35%, 10% and 5% have claimed deductions in the amount of brackets 
of up to Rs. 0.50 lakh, Rs.1.50 to 2.00 lakh and above Rs. 2.00 lakh respectively. However, 
none of the respondents have claimed deductions under these sections within the amount of Rs. 
0.50 to 1.00 lakh. Likewise, out of the total 300 respondents, 45% respondents have claimed 
deductions with in limit of Rs. 0.50 to 1.00 lakh under section 80E to 80G. Next to this, 35% 
and 20% of the respondents have claimed deductions in the amount of brackets of up to Rs. 0.50 
lakh and Rs. 1.00 to 1.50 lakh respectively. Moreover, no deductions under these sections have 
been claimed by a single respondent within the amount range of Rs 1.50 to 2.00 lakh and above 
Rs. 2.00 lakh. 
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On the whole, it is observed that around 50% and 45% of the sample respondents in banking 
organisations have availed the deductions in respect of section 80C and section 80E to 80G in 
the amount of brackets of Rs. 1.00 to 1.50 lakh and Rs. 0.50 to Rs.1.00 lakh respectively and 
only 35% each have claimed deductions under the respective sections for up to Rs 0.50 lakh. 
But the numbers of respondents who have claimed deductions under these sections in the 
amount of brackets Rs. 1.50 to 2.00 lakh and above Rs. 2.00 lakh are very meagre. 

Table 5.32: Deductions availed in respect of Tax Saving Measures by Respondents in 
Insurance Organisations 

Sr. 
No. 

 

Investment Avenues 
 

Amount ( Rs, Lakh) 

Up to 
0.50 

0. 50 
to 1.00 

1.00  to 
1.50 

1.50-to       
2.00 

Above 
2.00 

A Deductions u/s 80 C      

1 Provident Fund/P P F 

00 
(00%) 

75 
(25%) 

00 
(00%) 

210 
(70%) 

15 
(05%) 

2 LIC Policy 

3 NSC Certificates 

4 Post Office Savings Bank 

5 Units Trust India 

6 Unit linked Insurance Polices 

7 Approved Pension Fund 

8 Fixed Deposits 

9 Repayment of Hsg. Loan 

10 Sukanya Samriddhi Yojana 

11 Tuition Fees 

12 Infrastructure Bonds 

B Deductions u/s 80E to 80 G 
     

12 Interest on Higher Edu. Loan 

75 
(25%) 

165 
(55%) 

45 
(15%) 

00 
(00%) 

15 
(05%) 

13 Int. on Housing Loan 

14 Medical Insurance Policy 

15 Rajiv Gandhi Equity Saving Scheme 

16 New Pension Scheme 
     

17 Donations to Charitable Fund 
     

18 Others, if any - - - - - 
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Graph 5.32:  Deductions availed in respect of Tax Saving Measures by Respondents in 
Insurance Organizations: 

 
Table No.5.32 indicates the frequency distribution (combined) of the respondents in insurance 
organisations in respect of amount of deductions availed by them under section 80C and section 
80E to 80 It can be inferred from the table that majority being 70 % of the sample respondents 
in the insurance organisations have availed deductions within the range of Rs. 1.50 to 2.00 lakh 
under section 80C and only 25% and 5% respondents have availed the deductions under the 
same for the amount of brackets of Rs 0.50 to 1.00 lakh and above Rs. 2.00 lakh respectively. 
However, none of the respondents have claimed deductions under these sections for the amount 
of up to        Rs. 0.50 and Rs. 1.00 to 1.50 lakh.  Similarly, out of the total 300 respondents, 55% 
and 25% respondents have claimed deductions with in limit of Rs. 0.50 to 1.00 lakh and up to 
Rs. 0.50lakh respectively under section 80E to 80G but only 5% of the respondents have 
claimed deductions for above Rs. 2.00Lakh. Moreover, no deductions under these sections have 
been claimed by a single respondent within the amount range of Rs 1.50 to 2.00 lakh. On the 
whole, it is observed that around 70% and 55% of the sample respondents in insurance 
organisations have availed the deductions in respect of section 80C and section 80E to 80G in 
the amount of brackets of Rs. 1.50 to 2.00 lakh and Rs. 0.50 to Rs.1.00 lakh respectively and 
only 25% each have claimed deductions for the amount of 0.50 to 1.00 lakh for up to Rs 0.50 
lakh respectively under the same. But the numbers of respondents who have claimed deductions 
under these sections in the other amount of brackets are very small. 

5.2.5: Analysis of Impact of Tax Planning on Investment Pattern: 
Broadly speaking investment and saving are the two important elements of tax planning. These 
are played a very important role in deciding the economic survival of an individual.  Investment 
and saving are the distinct terms having different connections. Investment means sacrifices of 
certain amount of current earnings for the future benefits whereas saving refers to money kept 
aside for anticipated use in future instead of spending it immediately. Hence it is well accepted 
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that all savings are not investments and every investment do not originated from the saving. But 
saving provides basis for investments. After all, investment and saving are much closed to the 
salaried assessees who have fixed income as salary. The investment and saving pattern of a 
salaried person is significantly different from other assessees due to security, regular and stable 
earnings, and tax saving benefits, security and benefits after retirements.  Consequently, a 
salaried assessee has to assess his/her investments and savings pattern in view of regular course 
of tax planning to get maximum possible long term benefits.  Thus, tax planning and pattern of 
investment and saving are the interdependent and goes hand to hand with the changing 
situations. In this connection, an attempt has made to analyse the views of the middle income 
group of employees in banking and insurance organisations with respect to the impact of tax 
planning on investment and saving pattern with certain variables. 

5.2.5.1: “Impact of Tax Planning on Investment Pattern”: 
Many of the individuals will do anything within the framework of income tax laws to save their 
tax liability. In fact, the urge is to save taxes in such way by investing first with proper 
investment pattern. Ideally, the investment pattern of an individual is never to be looked at in 
isolation with everything in one financial life. Most of the time, an ideal investment provides for 
better tax perspective in the form of tax saving benefits. In this regard, the respondents were 
asked to comments on the impact of tax planning on their investment pattern with given 
variables. Their responses about the same are tabulated and interpreted as under: 

Table 5.33: Impact of Tax Planning on Investment Pattern of Respondents in Banking 
Organisations 

Sr. 
No 

Descriptive 
Variables 

Impact of Tax Planning on Investment Pattern 

Extremely Very Moderately Slightly Not at 
all 

Total 
Score 

Weighted 
Average 

1 
Selection of 
investment 
avenues 

39 
(13%) 

30 
(10%) 

91 
(30%) 

100 
(33%) 

40 
(14%) 828 2.76 

2 
Diversify the 
investment 
portfolio 

120 
(40%) 

70 
(23%) 

40 
(13%) 

39 
(13%) 

31 
(10%) 1109 3.70 

3 
Allocation of 
funds in 
investments 

31 
(10%) 

30 
(10%) 

90 
(30%) 

50 
(17%) 

99 
(33%) 744 2.48 

4 
Economic 
growth in 
investments 

69 
(23%) 

82 
(27%) 

69 
(23%) 

20 
(07%) 

60 
(20%) 980 3.27 

5 Return on 
investments 

59 
(20%) 

50 
(17%) 

31 
(10%) 

70 
(23%) 

90 
(30%) 818 2.73 

6 Security of 
investments 

100 
(33%) 

110 
(37%) 

40 
(13%) 

30 
(10%) 

20 
(07%) 1140 3.80 

7 
Tax benefits 
of 
investments 

229 
(76%) 

30 
(10% 

20 
(07%) 

10 
(03%) 

11 
(04%) 1356 4.52 

8 Liquidity in 
investments 

30 
(10%) 

40 
(13%) 

71 
(24%) 

61 
(20%) 

98 
(33%) 743 2.48 

9 Risk in 
investments 

39 
(13%) 

31 
(10%) 

50 
(17%) 

80 
(27%0 

100 
(33%) 729 2.43 

10 Periodicity of 
investments 

11 
(04%) 

10 
(3%) 

10 
(03%) 

60 
(20%) 

209 
(70%) 454 1.51 
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Graph 5.33: Weighted Average Score of Respondents in Banking Organisations for 
Impact of Tax Planning on Investment pattern: 

 
Table No. 5.33 presents the frequency distribution and weighted average score of the responses 
given by the respondents in banking organisations with respect to impact of tax planning on 
their investment pattern. It can be inferred from the table that majority of respondents around 93 
% completely agreed that tax planning severely impacted on tax benefits of investment since its 
weighted average score accounted as 4.52, while more than 70% respondents have also accepted 
that the diversification in investment and security in investments have more impacted by the tax 
planning because the weighted average scores of these variable stands 3.80 and 3.70 
respectively. However, around 50% respondents have pinioned that the variables of investment 
pattern like selection of investment avenues of investments, economic growth in investments 
and return on investments somewhat impacted and 23% respondents have admitted that the 
allocation of funds, liquidity, and risk in investments have less impacted by the tax planning. 
Rest of the respondents completely disagreed with the impact of tax planning on the variable of 
periodicity of investments. Hence it is concluded that that the investment pattern of the middle 
income group of employees in banking organisations have significantly impacted by the tax 
planning with the variables of tax benefits of investments, diversify the investment portfolio, 
security of investment, selection of investment, economic growth of investment but other 
variables like allocation, liquidity, risk and periodicity of investment, etc have not been much 
impacted by the tax planning.. 
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Table 5.34: Impact of Tax Planning on Investment Pattern of Respondents in Insurance 
Organisations 

Sr. 
No 

Descriptive 
Variables 

Impact of Tax Planning on Investment Pattern 

Extremely Very Moder-
ately Slightly Not at 

all 
Total 
Score 

Weighted 
Average 

1 Selection of 
investment avenues 

68 
(23%) 

83 
(28%) 

69 
(23%) 

20 
(07%) 

60 
(20%) 979 3.26 

2 Diversify the 
investment portfolio 

58 
(19%) 

50 
(17%) 

30 
(10%) 

71 
(24%) 

91 
(30%) 813 2.71 

3 Allocation of funds 
in investments 

27 
(09%) 

30 
(10%) 

69 
(23%) 

50 
(17%) 

124 
(41%) 686 2.29 

4 Economic growth in 
investments 

149 
(50%) 

100 
(33%) 

30 
(10%) 

11 
(04%) 

10 
(03%) 1267 4.22 

5 Return on 
investments 

09 
(03%) 

10 
(03%) 

10 
(03%) 

60 
(20%) 

211 
(70%) 446 1.49 

6 Security of 
investments 

29 
(10%) 

30 
(10%) 

51 
(17%) 

121 
(40%) 

69 
(23%) 729 2.43 

7 Tax benefits of 
investments 

20 
(07%) 

20 
(07%) 

57 
(19%) 

50 
(17%) 

153 
(51%) 604 2.01 

8 Liquidity in 
investments 

39 
(13%) 

30 
(10%) 

50 
(17%) 

79 
(26%) 

102 
(34%) 725 2.42 

9 Risk in investments 29 
(10%) 

30 
(10%) 

50 
(17%) 

121 
(40%) 

70 
(23%) 727 2.42 

10 Periodicity of 
investments 

30 
(10%) 

40 
(13%) 

39 
(13%) 

70 
(23%) 

121 
(40%) 688 2.29 

Graph 5.34: Weighted Average Score of Respondents in Insurance Organisations for 
Impact of Tax Planning on Investment pattern: 
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Table No. 5.34 presents the frequency distribution and weighted average score of the responses 
given by the respondents in insurance organisations with respect to impact of tax planning on 
their investment pattern. It can be inferred from the table that majority of respondents nearly 83 
% completely agreed that tax planning has significantly impacted on economic growth in 
investment since its weighted average score accounted as 4.22, while more than 50% 
respondents have also accepted that the selection of investment avenues has greatly impacted by 
the tax planning because its weighted average scores is 3.26. However, around 25% respondents 
have pinioned that the variables of investment pattern like, diversification in investment 
portfolio, allocation of funds,  security, liquidity, risk and periodicity of investment have 
somewhat impacted by the tax planning. Rest of the respondents completely denied that the 
impact of tax planning never impacted on return on investments. Hence, it is clear that the 
investment pattern of the middle income group of employees in insurance organisations has 
adequately impacted by the tax planning with the variables of economic growth and selection of 
investment avenues but there is no much effect of the same on variables such as diversification, 
allocation, security, liquidity, tax benefits, risk periodicity and return on investment. 

5.2.6: Analysis of Impact of Tax Planning on Saving Pattern: 
Saving means certain amount money kept aside for an anticipated use in future. It is not only 
important for a salaried person but also for the economy of the country. The savings are always 
highly liquid and flexible and provides prime basis for investment. Thus, savings enhance 
ability to make investment. Today, if finds that savings has become more popular and have 
close associations with salaried persons since they channelize them as capital for the investment 
so that they cannot be treated in its isolation. Hence, the saving pattern of salaried person is a 
very crucial factor to determine how the amount of saved money is employed for the productive 
returns and tax saving. In this regard, the respondents were asked to comments on the impact of 
tax planning on their saving pattern with few options. The tabulation and interpretation of the 
same is as under: 

Table 5.35: Impact of Tax Planning on Saving Pattern of Respondents in Banking 
Organisations 

Sr. 
No 

Descriptive 
Variables 

Impact of Tax Planning on Investment Pattern 

Extremely Very Moder-
ately Slightly Not at 

all 
Total 
Score 

Weighted 
Average 

1 Selection of 
Saving options 

39 
(13%) 

30 
(10%) 

50 
(17%) 

81 
(27%) 

100 
(33%) 727 2.42 

2 Diversify the  
Savings portfolio 

11 
(04%) 

10 
(03%) 

10 
(03%) 

60 
(20%) 

209 
(70%) 454 1.51 

3 Allocation of 
funds in Savings 

30 
(10%) 

41 
(14%) 

39 
(13%) 

70 
(23%) 

120 
(40%) 691 2.30 

4 Economic growth 
in savings 

29 
(10%) 

30 
(10%) 

51 
(17%) 

120 
(40%) 

70 
(23%) 728 2.43 

5 Risk in  Savings 148 
(49%) 

99 
(33%) 

30 
(10%) 

11 
(04%) 

12 
(04%) 1260 4.20 

6 Returns on 
Savings 

5 
(02%) 

06 
(02%) 

07 
(02%) 

10 
(03%) 

272 
(91%) 362 1.21 

7 Tax benefits of  
Savings 

4 
(01%) 

8 
(03%) 

05 
(12%) 

12 
(04%) 

271 
(90%) 362 1.21 

8 Liquidity in 
Saving 

6 
(02%) 

6 
(02%) 

06 
(02%) 

10 
(03%) 

272 
(91%) 364 1.21 

9 Security of  
Savings 

68 
(23%) 

83 
(23%) 

69 
(23%) 

20 
(07%) 

60 
(20%) 979 3.26 

10 Periodicity of  
Savings 

59 
(20%) 

51 
(17%) 

30 
(10%) 

70 
(23%) 

90 
(30%) 819 2.73 
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Graph 5.35: Weighted Average Score of Respondents in Banking Organisations for 
Impact of Tax Planning on Saving Pattern: 

 
Table No. 5.35 indicate the frequency distribution and weighted average score of the responses 
given by the respondents in banking organisations with respect to impact of tax planning on 
their saving pattern. It can be observed from the table that most of respondents around 82 % 
with 4.20 weighted average score, totally agreed that tax planning has significantly impacted on 
risk in saving as variable of saving pattern. Similarly, nearly 40% respondents have also 
accepted that the security  of saving and periodicity of saving have much impacted by the tax 
planning because the weighted average scores of these variable stands 3.26 and 2.73 
respectively. Conversely, around 20% respondents have stated that the variables of saving 
pattern like selection of saving options, allocations of funds in saving and economic growth in 
saving  have somewhat impacted by the tax planning. Rest of the respondents completely denied 
that  the fact of impact of tax planning on the variables of diversification in saving, return on 
saving, tax benefits and liquidity of saving. Hence it is concluded that the variables of saving 
pattern of the middle income group of employees in banking organisations like risk in saving, 
security and periodicity of saving, have impacted by the tax planning and no such effect of the 
same is taken place on the variables of diversification in saving, return on saving, tax benefits 
and liquidity of saving. 
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Table 5.36: Impact of Tax Planning on Saving Pattern of Respondents in   Insurance 
Organisations; 

Sr. 

No 
Descriptive 
Variables 

Impact of Tax Planning on Investment Pattern 

Extremely Very Moderately Slightly Not 
at all 

Total 
Score 

Weighted 
Average 

1 
Selection of 
Saving 
options 

92 

(31%) 

73 

(24%) 

41 

(14%) 

58 

(19%) 

36 

(12%) 
1027 3.42 

2 
Diversify the  
Savings 
portfolio 

04 

(01%) 

06 

(02%) 

07 

(02%) 

10 

(03%) 

273 

(91%) 
358 1.19 

3 
Allocation of 
funds in 
Savings 

09 

(03%) 

10 

(03%) 

10 

(03%) 

60 

(20%) 

211 

(70%) 
446 1.49 

4 
Economic 
growth in 
savings 

149 

(50%) 

100 

(33%) 

30 

(10%) 

11 

(04%) 

10 

(03%) 
1267 4.22 

5 Risk in  
Savings 

05 

(02%) 

54 

(18%) 

46 

(15%) 

78 

(26%) 

117 

(39%) 
652 2.17 

6 Returns on 
Savings 

07     
(02%) 

44 

(15%) 

73 

(24%) 

51 

(17%) 

125 

(42%) 
657 2.19 

7 Tax benefits 
of  Savings 

06 

(02%) 

106 

(35%) 

34 

(12%) 

41 

(14%) 

112 

(37%) 
753 2.51 

8 Liquidity in 
Saving 

22 

(07%) 

96 

(32%) 

128 

(43%) 

42 

(14%) 

09 

(03%) 
971 3.24 

9 Security of  
Savings 

92 

(31%) 

73 

(24%) 

41 

(14%) 

58 

(19%) 

36 

(12%) 
1027 3.42 

10 Periodicity 
of  Savings 

14 

(05%) 

21 

(07%) 

09 

(03%) 

07 

(02%) 

249 

(83%) 
444 1.48 
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Graph 5.36: Weighted Average Score of Respondents in insurance Organisations for 
Impact of Tax Planning on Saving Pattern: 

 
Table No. 5.36 shows the frequency distribution and weighted average score of the responses 
given by the respondents in insurance organisations with respect to impact of tax planning on 
their saving pattern. It can be seen from the table that most of respondents around 83 % with 
4.20 weighted average score, fully agreed that tax planning has significantly impacted on 
economic growth in saving as variable of saving pattern. Similarly, nearly 55% respondents 
have also accepted that the security  of saving and selection of  saving options have greatly 
impacted by the tax planning because the weighted average scores of these variable stands 3.42 
and 3.42 respectively. On the other hand, around 39% respondents have admitted that the 
variables of saving pattern like liquidity of saving has somewhat impacted and 18 to 20% 
respondents believed that risk, returns and tax benefits of saving have less impacted by the tax 
planning. Rest of the respondents completely accepted that the tax planning does not make any 
effect on the variables of diversification in saving, allocation of fund in saving, and periodicity 
of saving. Hence it is concluded that the variables of saving pattern of the middle income group 
of employees in insurance organisations such as economic growth in saving, selection of saving 
options, security in saving and liquidity in saving, risk, return and tax benefits of saving have 
impacted by the tax planning but the variables of diversification in saving, allocation of funds in 
saving periodicity of saving are not affected by the same. 

5.3.: Analysis of Descriptive Sample Data: 
The present section presents a descriptive analysis of sample data combined for the purpose of 
testing of hypotheses testing as framed for the study. The sample data combined for the four 
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hypotheses have been analyzed descriptively in terms of statistical measures. Under the central 
tendency, mean, median, and mode and co-efficient of variance, skewness and kurtosis have 
been used. The descriptive analysis is used to describe the basic characteristics of sample data in 
the study. Further, the normality of distribution of sample and statistical technique to be used for 
it as an inferential analysis have been determined for the testing each of the four hypotheses. 
The descriptive analysis for the groups of sample relating the respective variables being the 
premises for the testing of hypotheses are given below: 

5.3.1: Level of Awareness about Tax Planning Measures: 
The score of the respondents for the variable of awareness about the tax planning measures with 
respect the parameters such as relief for advance or arrears of salary, house rent allowance 
entertainment allowance, children education allowance children hostel allowance, transport 
allowance tax on employment, rent free/ concessional accommodation car  conveyance, 
domestic servants, leave travel concession, interest & standard deduction in respect of let out 
house propriety, interest on self-occupied house property, deduction in respect of long term 
capital gains, deduction in respect of short term capital gains, dividend received from equity or 
mutual funds, life  insurance premium, contribution to provident fund/public provident fund, 
fixed deposits, contribution to pension fund, payments of tuition fees, premium for mediclaim 
policy, expenditure for treatment of handicapped dependents, interest on higher education loan 
and donation to charitable fund are complied according to the groups of sample. Further, the 
descriptive statistics is computed for the groups of sample and the total sample of 600 
respondents consisting 300 respondents each from the banking and insurance organizations. The 
summary results in the form descriptive statistics for score of groups of sample such as 
employees in banking and insurance organizations in respect of awareness about the tax 
planning measures are tabulated and interpreted as under: 

Table No. 5.37: Descriptive Statistics for Awareness about Tax Planning Measures 
Accessible under Income Tax: 

Sr. 
No. 

Sample Statistics Employees in 
Banking 

Employees 
in Insurance 

Total 

1 Sample Size (N) 300 300 600 
2 Mean 87.01667 86.88667 86.95167 
3 Std. Error of Mean 0.59997 0.60396 0.42531 
4 Median 87 87 87 
5 Mode 81 88 88 
6 Standard Deviation 10.39181 10.46097 10.41794 
7 Co-efficient of Variance 0.11942 0.1204 0.11981 
8 Skewness 0.0014 -0.01635 -0.00767 
9 Kurtosis -0.3093 -0.27051 -0.2969 

10 95% Confidence 
Interval for Mean 

Lower 85.83597 85.69811 86.11639 
Upper 88.19737 88.07523 87.78695 

11 Minimum 62 60 60 
12 Maximum 113 113 113 
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Graph No. 5.37: Histogram for Awareness about Tax Planning Measures: 

 
Table No. 5.37 indicates the descriptive statistics for the score of middle income group 
employees in banking and insurance organizations as groups of sample towards the awareness 
of tax planning measures. It is evident from the table that the sample values of mean, median 
and mode are 86.95167, 87.00 and 88.00 with standard deviation, skewness and kurtosis are 
10.41794, -0.00767 and -0.2969 respectively. By examining the values of mean, median and 
mode, it is observed that the value of mode is marginally higher than the mean and median. This 
indicates that the distribution is nearly normal.  The value of skewness is - 0.00767 which 
shows that the distribution is negatively skewed with less score whereas the value of kurtosis is 
- 0.2969 which also indicated that the distribution less peaked in nature. However both the 
values of skewness and kurtosis are approximately zero. The standard error of mean is 0.42531 
at 95 % confidence level that means the mean lies between the lower and upper level of interval 
86.11639 to 87.78695 by 95 times. Nearly to the normal distribution. The histogram for the data 
analysis tool also shows that the data is reasonably symmetric. For testing the hypothesis 
relating to awareness of respondents towards tax planning measures, any of the parametric tests 
particularly independent sample t test can be suitably used. 

5.3.2: Level of  Awareness about Investment Avenues: 
The score of the respondents for the variable of awareness about the investment avenues 
available under income tax such as  post office saving/deposits, bank fixed deposits, sukanya 
samridhi scheme, real estate, insurance schemes, pension plan from mutual funds, pension plan 
from LIC, new pension scheme, central govt. pension scheme, senior citizens scheme, chit 
funds, corporate bonds, government bonds, mutual funds, corporate securities, provident fund, 
public provident fund, gold and slivers are complied according to the groups of sample. Further, 
the descriptive statistics is computed for the groups of sample and the total sample of 600 



 

 

 

132 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

respondents consisting 300 respondents each from banking and insurance organizations. The 
summary results in the form descriptive statistics for score of groups of sample such as 
employees in banking and insurance organizations in respect of awareness about the tax 
investment avenues available under income tax are tabulated and interpreted as under: 

Table No. 5.38: Descriptive Statistics for Awareness about Investment Avenues Accessible 
under Income Tax: 

Sr. 
No. 

Sample Statistics Employees in 
Banking 

Employees in 
Insurance 

Total 

1 Sample Size (N) 300 300 600 
2 Mean 58.8933 62.0033 60.4483 
3 Std. Error of Mean 0.3823 0.3823 0.2775 
4 Median 60 62 61 
5 Mode 60 65 60 
6 Standard Deviation 6.6223 6.6214 6.7969 
7 Co-efficient of Variance 0.1125 0.1068 0.1124 
8 Skewness 0.1334 -0.2774 -0.0663 
9 Kurtosis 0.9818 0.3891 0.4228 

10 95% Confidence 
Interval for Mean 

Lower 58.1409 61.2510 59.9034 
Upper 59.6458 62.7557 60.9933 

11 Minimum 41 42 41 
12 Maximum 80 80 80 

Graph No. 5.38: Histogram for Awareness about Investment Avenues: 
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Table No. 5.38 indicates the descriptive statistics for the score of middle income group 
employees in banking and insurance organizations as groups of sample towards the awareness 
of tax planning measures. It is evident from the table that the combined sample value of mean, 
median and mode are 60.4483, 61.00 and 60.00 with standard deviation, skewness and kurtosis 
are 10.41794, -0.00767 and -0.2969 respectively. By examining the values of mean, median and 
mode, it is observed that there is marginal value of median is marginally higher than the mean 
and median but mean and mode are almost same. This means that the distribution is very close 
to normal distribution.  The value of skewness is - 0.0663 which shows that the distribution is 
negatively skewed with fewer score whereas the value of kurtosis is 0.4228 which also indicated 
that the distribution more peaked in nature. However both the values of skewness and kurtosis 
are around zero. The standard error of mean is 0.2775 at 95 % confidence level which is 95 
times lies between the lower and upper level of interval 59.9034 to 60.9933. The histogram for 
the data analysis tool also shows that the data is reasonably symmetric. For testing the 
hypothesis relating to awareness of respondents towards investment avenues associable under 
Income Tax, any of the parametric tests particularly independent sample t test can be properly 
used. 

5.3.3:  Impact of Tax Planning on Investment Pattern: 
The score of the respondents for the variable of impact of tax planning on investment pattern 
relating to the parameters of selection of investment avenues, diversify the investment portfolio, 
allocation of funds in investments, economic growth in investments, Return on investments, 
Security of investments, tax benefits of investments, liquidity in investments, risk in 
investments and  periodicity of investments complied according to the groups of sample such as 
high and low monthly salaried employees in banking organizations and high and low monthly 
salaried employees in insurance organizations respectively. Further, the descriptive statistics is 
computed for the groups of sample and the total sample. The summary results in the form 
descriptive statistics for score of groups of sample like high and low monthly salaried 
employees in banking organizations and high and low monthly salaried employees in insurance 
organizations in respect of impact of tax planning on investment pattern are tabulated and 
interpreted as under: 

Table No. 5.39: Descriptive Statistics for Impact of Tax Planning on Investment Pattern 

Sr. 
No. 

Sample Statistics Monthly Salaried 
Employees in 

Banking 

Monthly Salaried 
Employees in Insurance 

 
Total 

High Low High Low 
1 Sample Size (N) 145 155 155 145 600 
2 Mean 30.372 30.290 34.039 34.876 32.387 
3 Std. Error of Mean 0.377 0.357 0.352 0.366 0.200 
4 Median 31 31 34 35 33 
5 Mode 33 33 34 38 32 
6 Standard Deviation 4.544 4.441 4.378 4.411 4.896 
7 Variance 0.150 0.147 0.129 0.126 0.151 
8 Skewness -0.207 -0.407 -0.224 -0.217 -0.212 
9 Kurtosis -0.445 0.171 0.170 -0.282 -0.076 
10 95% 

Confidence 
Interval for 

Lower 29.626 29.586 33.344 34.152 31.994 
Upper 31.118 30.995 34.733 35.600 32.779 
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Mean 
11 Minimum 19 17 22 24 17 
12 Maximum 42 43 44 45 45 

Graph No. 5.39: Histogram for Impact of Tax Planning on Investment Pattern: 

 
Table No. 5.39 indicates the descriptive statistics for the score of middle income group 
employees in banking and insurance organizations as groups of sample towards the awareness 
of tax planning measures. It is apparent from the table that the values of mean, median and 
mode of the total sample are 32.387, 33.00 and 32.00 with its standard deviation; skewness and 
kurtosis are 4.896, -0.212 and -0.076 respectively. By examining the values of mean, median 
and mode, it is observed that the value of median is marginally higher than the mean and mode 
but mean and mode are approximately same. This means that the distribution is very close to 
normal distribution. The value of skewness is -0.212 which shows that the distribution is 
negatively skewed with less scores whereas the value of kurtosis is -0.076 which is also 
indicated that the distribution more peaked in nature (Platykurtic). However both the values of 
skewness and kurtosis are less than the zero. This means that the distribution is fairly 
symmetrical. The standard error of mean is 0.200 at 95 % confidence level which is 95 times 
lies between the lower and upper level of interval for mean 31.994 to 32.779. 

Therefore, it can be concluded that the selected group of sample is a representative of the 
population and close to the normal. The histogram for the data analysis tool also shows that the 
data is fairly symmetric. For testing the hypothesis relating to impact of tax planning on 
investment pattern, any of the parametric tests specifically one way ANOVA can be suitably 
used. 

5.3.4:  Impact of Tax Planning on Saving Pattern: 
The score of the respondents for the variable of impact of tax planning on saving pattern relating 
to the parameters of selection of saving options, diversify the saving portfolio, allocation of 
funds in savings, economic growth in saving, risk in saving, return on saving, tax benefits of 
saving, liquidity in saving, security of saving, periodicity of saving are compiled according to 
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the groups of sample such as high and low monthly salaried employees in banking organizations 
and high and low monthly salaried employees in insurance organizations respectively. Further, 
the descriptive statistics is computed for the groups of sample and the total sample. The 
summary results in the form descriptive statistics for score of groups of sample like high and 
low monthly salaried employees in banking organizations and high and low monthly salaried 
employees in insurance organizations in respect of impact of tax planning on saving pattern are 
tabulated and interpreted as under: 

Table No. 5.40: Descriptive Statistics for Impact of Tax Planning on Saving Pattern 

Sr. 
No. 

Sample Statistics Monthly Salaried 
Employees in 

Banking 

Monthly Salaried 
Employees in 

Insurance 

Total 

High Low High Low 
1 Sample Size (N) 145 155 155 145 600 
2 Mean 38.0345 37.032 36.974 36.717 37.183 
3 Std. Error of Mean 0.3163 0.3158 0.3437 0.27711 0.1586 
4 Median 38 38 38 38 38 
5 Mode 40 39 40 39 39 
6 Standard Deviation 3.809 3.932 4.279 3.337 3.885 
7 Co-efficient of Variance 0.1001 0.1062 0.1157 0.0909 0.1045 
8 Skewness -0.3940 -0.3309 -1.0671 -2.3067 -0.8775 
9 Kurtosis 0.2629 -0.4228 1.9021 7.2122 1.7925 
10 95% Confidence 

Interval for mean 
Lower 37.409 36.408 36.295 36.170 36.872 
Upper 38.660 37.656 37.653 37.265 37.495 

11 Minimum 25 28 19 20 19 
12 Maximum 47 46 47 43 47 

Graph No. 5.40: Histogram for Impact of Tax Planning on Saving Pattern: 
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Table No. 5.40 shows the descriptive statitics for the score of high and low monthly salaried 
middle income group employees in banking and insurance organizations as groups of sample 
towards the impact of tax planning on saving pattern. It is obvious from the table that the values 
of mean, median and mode of the sample are 37.183, 38.00 and 39.00 and its standard deviation, 
skewness and kurtosis are 3.885, -0.8775 and 1.7925 respectively. It is observed that the value 
of mode is marginally higher than the mean and median. This means that the distribution is 
negatively skewed with high scores. Further, the difference between mean, median and is not so 
significant since the distribution is near to normal. The value of skewness is -0.8775 which 
shows that the distribution is negatively skewed (or left skewed) whereas the value of kurtosis is 
1.7925 which also indicated that the distribution is leptokurtic in nature. The standard error of 
mean is 0.1586 at 95 % confidence level which is 95 times lies between the lower and upper 
level of interval 36.872 to 37.495. 

The selected groups of sample is a representative of the population and nearer to normal. The 
histogram for the data analysis tool also shows that the data is reasonably near to the normal and 
more peaked to right. For testing the hypothesis relating to impact of tax planning on saving 
pattern, any of the parametric tests specifically one way ANOVA can be suitably used. 

5.4: Testing of Hypotheses and Inferential Analysis 
Testing of hypotheses is an important segment in the research process in order to draw concrete 
conclusions through the inferential statistics in the line of objectives of the study For testing of 
hypotheses to the investment and tax planning of the middle income group employees in public 
sector banking and insurance organizations. Based on the data characteristics identified from the 
descriptive analysis, the hypotheses as set for the study have been tested by the use of statistical 
techniques like “Independent Samples t Test”. and “One way ANOVA”. The statistical 
inferences derived from the testing of hypotheses have further been interpreted in the form of 
findings in the last chapter. 

5.4.1: Statistical Techniques used: The statistical techniques which have been used for the 
hypotheses testing are briefly elaborated as: 

5.4.1.1: One way Analysis of Variance (ANOVA): 
One way ANOVA has been used to determine statistical difference within and between and 
within two groups at 5 percent level of significance to accept or reject null hypothesis.   One 
way ANOVA is employed to tests difference between groups that are only classified on one 
independent variable. In order to test specificity of the variables under the ANOVA, a post-hoc 
comparison such as Tukey HSD or LSD test is also used to find out which groups are 
significantly different from each other or which are not at 5 percent level of significance. 

5.4.1.2: Independent Samples t-Test: 
Independent samples t-test is also called as “two sample test”. It is normally compares one 
measured characteristic between sample of two groups of measurements. It state that whether 
the difference among the two independent groups of samples is true difference or whether it is 
just random effect caused by chance.  In the present study, Independent samples t-test used as 
inferential statistical test to for the mean values of the of two independents samples such middle 
income group employees in banking organizations and insurance organizations 

5.4.2:  Hypotheses Testing and Inferential Analysis: 
For testing each of the hypotheses, separate group statistics and test results have tabulated and 
independent inferential analysis has been made in order to draw the conclusions in relation to 
that hypothesis: The testing of hypotheses testing with group statistics and test results are 
presented as under: 
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5.4.2.1:  HYPOTHESIS-1 
 H0:  There is no significant difference among the middle income group employees in the 

banking and insurance organizations with respect to awareness about the tax planning 
measures accessible under income tax. 

 H01: There is significant difference among the middle income group employees in the 
banking and insurance organizations with respect to awareness about the tax planning 
measures accessible under income tax. 

For testing this hypothesis, Independent Sample Test t-test is applied to compare the score of 
middle income group employees in banking and insurance organizations towards the awareness 
of tax planning measures accessible under income tax. The group statistics and test results are 
presented as under: 

Table No. 5.41: Group Statistics for Awareness about Tax Planning Measures: 

Descriptive Variable Group N Mean Std. 
Deviation 

Std. Error 
for Mean 

Awareness about the 
Tax Planning 

Measures 

Banking 
Employees 

300 87.0167 10.3918 0.59997 

Insurance 
Employees 

300 86.8867 10.4610 0.60396 

 Total 600 86.9517 10.4179 0.42531 

Table No. 5.41 shows the group statistics for the awareness about the tax planning measures 
among the middle income group employees in banking and insurance organizations. It can be 
seen the mean, standard deviation and standard error of mean for the score of employees in 
banking employees are 87.0167, 10.3918 and 0.59997 respectively, while mean, standard 
deviation and standard error of mean for the scores of employees in insurance organizations are 
86.8867, 10.4610 and 0.60396 respectively. It is revealed that the mean scores of the group of 
employees in the banking organizations are to marginally more than that of group employees in 
insurance organizations. 

Hence, it is concluded that the employees in banking organizations relatively more awareness 
than the employees in insurance organizations towards the tax planning measures available 
under income tax.  However, in order to identify the extent difference between the two groups, 
we have to examine the results of the test as under: 

Table No. 5.42: Independent Samples Test for Awareness about Tax Planning Measures: 

 Equal Variances 
Assumed 

Equal 
Variances not 

Assumed 
Levene's Test  for 
Equality of 
Variances 

F 0.00928  
Sig. 0.92331 

t test for Equality 
of  Means 

t  statistics 0.15271 0.15271 
df 598 597.974 
Sig. (2- tailed) 0.87868 0.87868 
Mean difference 0.13 0.13 
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Table No. 5.42 exhibits the descriptive statistics for the awareness of the middle income group 
employees in banking and insurance organizations about the tax planning measures accessible 
under income tax. The Levene’s P value is more than 0.05, level of significance 
(P=0.92331> = 0.05), the assumption of equal variances for both the groups is not violated. 
Hence, we have to consider the test results for assumed equal variances for both the groups. 
Further, the t statistics is 0.15271 and p-value 0.87868 for equality of means for 2-tailed shows 
that there is no significant difference in the means of the groups at 95% degrees of freedom. 
This means that there is high probability of the results occurring by chance under the null 
hypothesis of no significant difference between the groups. Therefore, the research hypothesis 
there is significant difference between the middle income group employees in the banking and 
insurance organizations with respect to awareness about the tax planning measures accessible 
under income tax is formally rejected with 95% level of confidence in favor of null hypothesis 
since  P > 0.05. Ultimately, it is apparent that, the awareness among these groups is not 
significantly different because the magnitude of the difference in the means of the groups is -
0.13 at 95% level of significance. This is very strong evidence that the awareness among the 
groups of employees in the banking and insurance employees is not significantly different. 

On the basis of test results, the null hypothesis there is no significant difference among the 
middle income group employees in the banking and insurance organizations with respect to 
awareness about the investment avenues accessible under income tax is confined and accepted. 

5.3.4.2:  HYPOTHESIS -2 
 H0: There is no significant difference between the middle income group employees in the 

banking and insurance organizations with respect to awareness about the investment 
avenues accessible under income tax. 

 H02: There is significant difference between the middle income group employees in the 
banking and insurance organizations with respect to awareness about the investment 
avenues accessible under income tax. 

For testing this hypothesis, Independent Sample Test t-test is applied to compare the score of 
middle income group employees in banking and insurance organizations towards the awareness 
on tax planning measures available under income tax. The group statistics and test results are 
presented as under: 

Table No. 5.43: Group Statistics for Awareness about Investment Avenues: 

Descriptive Variable Group N Mean Std. 
Deviation 

Std. Error 
for Mean 

Awareness about the 
Investment Avenues 

Banking 
Employees 

300 58.89333 6.6223 0.38234 

Insurance 
Employees 

300 62.00333 6.6214 0.38229 

Total 600 60.4483 6.7969 0.2775 
 

Standard Error of difference 0.851 0.851 
95% 
Confidence 
interval  of the 
Difference 

Lower 1.541932 1.801932 
Upper 1.541932 1.801932 
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Table No. 5.43 exhibits the descriptive statistics for the awareness of the middle income group 
employees in banking and insurance organizations about the tax investment avenues accessible 
under income tax. It can be seen the mean, standard deviation and standard error of mean for the 
score of employees in banking organizations are 58.89333, 6.6223 and 0.38234 respectively, 
while mean, standard deviation and standard error of mean for the scores of employees in 
insurance organizations are 62.00333, 6.6214 and 0.38229 respectively. It is revealed that the 
mean scores of the group of employees in the insurance organizations are higher than that of the 
employees in banking organizations. 

Finally, it can be concluded that the employees in insurance organizations have more aware than 
the employees in banking organizations towards the investment avenues available under income 
tax. However, in order to identify the extent difference between the two groups, we have to 
examine the results of the test as under: 

Table No. 5.44: Independent Samples Test for Awareness about Investment Avenues: 

Table No.5.44 indicates the summary results of independent samples t test compares the mean 
value of two groups. The Levenes’ Sig. value is more than the 0.05, level of significance 
(P=0.8321> 0.05), the assumption of equal variances for both the groups is not violated. 
Hence, we have to consider the test results for assumed equal variances for both the groups.  
Further, the value of t statistics is --5.75211 and p-value 0.0000 for equality of means for 2-
tailed shows that there is equality of means at 95% degrees of freedom is highly significant. 
This means that there is small probability of the results occurring by chance under the null 
hypothesis of no difference between the two groups. Hence, the null hypothesis no significant 
difference between the middle income group employees in the banking and insurance 
organizations with respect to awareness about the investment avenues available under income 
tax is formally rejected in favour of research hypothesis since its P < 0.05, level of significance. 
Finally, it is apparent that the awareness among these groups is different and the magnitude of 
the difference in the means of the groups is -3.1100 at 95% level of significance. 

In the conclusion, the research hypothesis there is significant difference among the middle 
income group employees in the banking and insurance organizations with respect to awareness 
about the investment avenues accessible under income tax is proved and accepted. 

 

 Equal 
Variances 
Assumed 

Equal Variances 
not Assumed 

Levene's Test for 
Equality of 
Variances 

F 0.0450  
Sig. 0.8321 

t  test for Equality 
of Means 

t  statistics -5.75211 -5.75211 
df 598 597.99999 

Sig. (2- tailed) 0.0000 0.0000 
Mean difference -3.1100 -3.1100 

Standard Error of Difference 0.5407 0.5407 
95% Confidence 

interval of the 
Difference 

Lower -4.1719 -4.1719 
Upper -2.0481 -2.0481 
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5.3.4.3:  HYPOTHESIS -3 
 H0: There is no significant difference in the perceptions of the middle income group 

employees in banking and insurance organizations towards the impact of tax planning on 
investment pattern with respect to their size of monthly salary. 

 H03: There is significant difference in the perception of the middle income group employees 
in banking and insurance organizations towards the impact of tax planning on investment 
pattern with respect to their size of monthly salary. 

For the purpose of testing this hypothesis, the results in respect of impact of tax planning on 
investment pattern measured on the basis of responses have been obtained from the respondents 
and presented and analyzed under the group statistics. Further, One way ANOVA has been used 
to analyze statistical differences in the perceptions of the middle income group employees in the 
banking and insurance organizations towards the impact of tax planning on investment pattern 
with respect to the groups of sample. For the test analysis, the sample respondents from banking 
organizations and insurance organizations have been divided into the two groups in each of the 
banking and insurance organizations on the basis of their amount of monthly salary. The 
employees whose monthly salary is below Rs. 60,000 are grouped as low monthly salaried 
employees and whose monthly salary is above Rs. 60,000 are grouped as high monthly salaried 
employees. Thus, two groups of employees in banking organizations and two groups of 
employees in insurance organizations have used for testing the statistical difference among the 
groups of sample towards the impact of tax planning on their investment pattern with respect to 
their size of salary. The analysis and interpretation of, group statistics and test results in respect 
of the impact of tax planning on investment pattern are given below: 

Table No. 5.45: Group Statistics for Impact on Tax Planning on Investment Pattern 

Groups N Mean Std. 
Dev. SEM 

95% C I  for 
Mean Min. Max

. LB UB 

B
an

ki
ng

 

High Monthly 
Salaried 
Employees 

145 30.372 4.544 0.377 29.63 31.12 19 42 

Low Monthly 
Salaried 
Employees 

155 30.290 4.441 0.357 29.59 31.00 17 43 

In
su

ra
nc

e 

High Monthly 
Salaried 
Employees 

155 34.039 4.378 0.352 33.34 34.73 22 44 

Low Monthly 
Salaried 
Employees 

145 34.876 4.411 0.366 34.15 35.60 24 45 

 Total 600 32.387 4.896 0.200 31.99 31.99 17 45 

Table No. 5.45 expresses the group statistics for the score of middle income group employees in 
banking and insurance organizations for impact of tax planning on investment pattern with 
respect to their size of monthly salary. The mean score of the high and low monthly salaried 
employees in banking organizations are 30.372 and 30.290, with the corresponding values of 
standard deviation of 4.544 and 4.441 respectively whereas, the mean score of the high and low 
monthly salaried employees in insurance organizations are 30.372 and 30.290, with the 
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corresponding values of standard deviation of 4.544 and 4.441 respectively. By examining 
group-wise mean score relating to the impact of tax planning on their investment pattern of high 
and low salaried in group employees in both types of organizations, it is observed that both the 
high and low salaried employees in insurance organizations have more mean score than the high 
and low salaried employees in banking organizations. Hence, it can be concluded that the 
middle income group employees in insurance organizations including both high and low 
monthly salaried employees have more positive perceptions towards the impact of tax planning 
on their investment pattern. 

Table No. 5.46: Test of Homogeneity of Variances 

Table No. 5.46 indicates the Levenes’ test statistics which used for the middle income group 
employees in banking and insurance organizations towards the impact of tax planning on 
investment pattern. The Levene’s P value is greater than the 0.05, level of significance 
(P=0.69993 > = 0.05), hence, it is obligatory to test the null hypothesis with samples of equal 
variances. In order to test the mean differences between and within the groups of middle income 
group employees in banking and insurance organizations towards impact of tax planning on 
investment pattern with respect to their size of monthly salary, the test results of ANOVA with 
equal sample variances are taken into account. 

Table No. 5.47: ANOVA: Impact of Tax Planning on Investment Pattern 

Source of Variation Sum of Squares df Mean Square F Sig. 
Between Groups 2590.935 3 863.64498 43.74983 0.000 
Within Groups 11765.358 596 19.74053   
Total 14356.293 599    

Table No. 5.47 displayed the results of one way ANOVA with regard to the  group-wise score 
of middle income group employees in banking and insurance organizations towards the impact 
of tax planning  on their investment pattern. It apparent that the table that value P-value 
corresponding to the F-value of score of the middle income group employees in public sector 
banking and insurance organizations according to their range of monthly salary towards the 
impact of tax planning on investment pattern is 0.00, which is greater than 0.05, level of 
significance (P =0.000 < =0.05).  Hence, there is enough evidence to reject the null hypothesis 
i.e. there is no significant difference in the perceptions of the middle income group employees 
in banking and insurance organizations towards the impact of tax planning on investment 
pattern with respect to their size of monthly salary in favour of research hypothesis. This means 
that the differences in the mean score of middle income group employees in banking and 
insurance organizations as per their size of salary towards impact of tax planning on investment 
pattern can be attributed by chance. Finally it is concluded that there is significant difference in 
the perceptions of the middle income group employees in banking and insurance organizations 
towards the impact of tax planning on investment pattern with respect to their size of monthly 
salary is confirmed and accepted. However, in order to test specificity of the mean differences 
among the middle income group employees in banking and insurance organizations towards the 
impact of tax planning on investment pattern with respect to their size of monthly salary, it is 
necessary to identify the differences  by the analysis of means comparisons of the  Tukeys’ Post 
Hoc Test. 

Levene’s Statistic df1 df2 Sig. 
0.47482 3 596 0.69993 
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Table No. 5.48: Means Comparisons (Tukeys’ Post Hoc Test) 

 Groups Comparison Mean 
Diff. 

SEM Sig. 95% CI 
Sub-group Sub-group LB UB 

 
1 

Low Monthly Salaried 
Employees  in 

Banking 

High Monthly 
Salaried Employees 

in Banking 

-0.082 0.513 0.999 -1.405 1.240 

 
2 

High Monthly Salaried 
Employees in 

Insurance 

High Monthly 
Salaried Employees 

in Banking 

3.666* 0.513 0.000 2.344 4.989 

 
3 

High Monthly Salaried  
Employees in 

Insurance 

Low Monthly 
Salaried Employees 

in Banking 

3.748* 0.505 0.000 2.448 5.049 

4 
 

Low  Monthly 
Salaried Employees in 

Insurance 

High Monthly Salary 
Employees in 

Banking 

4.503* 0.522 0.000 3.159 5.848 

 
5 

Low Monthly Salaried 
Employees in 

Insurance 

Low Monthly 
Salaried Employees 

in Banking 

4.586* 0.513 0.000 3.263 5.908 

 
6 

Low Monthly Salaried 
Employees in 

Insurance 

High Monthly 
Salaried Employees 

in Insurance 

0.837 0.513 0.362 -0.485 2.160 

*. The mean difference is significant at the 0.05 level. 

Table No.5.48 shows the results of means comparisons as post hoc tests used to assess which of 
the groups in banking and insurance organizations has significant differences in the mean score 
in comparison with other with respect to impact of tax planning on investment pattern. From the 
results of the table, the following inferences can be drawn: 

1) The P-value for mean score differences between the high and low monthly salaried 
employees in banking organizations with impact of tax planning on investment pattern 
more than 5%  level of significance (P=0.999 > =0.05). Hence, the null hypothesis, there 
is no significant difference in the perceptions of the middle income group employees in 
banking and insurance organizations towards the impact of tax planning on investment 
pattern with respect to their size of monthly salary is accepted. 

2) The P-value for mean score differences between the high monthly salaried employees in 
insurance organizations and low monthly salaried employees in banking organizations with 
impact of tax planning on investment pattern less than  5%, level of significance (P= 0.00 
< =0.05). Hence, the research hypothesis, there is significant difference in the 
perceptions of the middle income group employees in banking and insurance organizations 
towards the impact of tax planning on investment pattern with respect to their size of 
monthly salary is accepted. 

3) The P-value for mean score differences between the high monthly salaried employees in 
insurance organizations and low monthly salaried employees in banking organizations with 
impact of tax planning on investment pattern less than  5%, level of significance (P= 0.00 
< =0.05). Hence, the research hypothesis, there is significant difference in the 
perceptions of the middle income group employees in banking and insurance organizations 
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towards the impact of tax planning on investment pattern with respect to their size of 
monthly salary is accepted. 

4) The P-value for mean score differences between the low monthly salaried employees in 
insurance organizations and high monthly salaried employees in banking organizations 
with impact of tax planning on investment pattern less than  5%, level of significance 
(P=0.00< =0.05). Hence, the research hypothesis, there is significant difference in the 
perceptions of the middle income group employees in banking and insurance organizations 
towards the impact of tax planning on investment pattern with respect to their size of 
monthly salary is accepted. 

5) The P-value for mean score differences between the low monthly salaried employees in 
insurance organizations and low monthly salaried employees in banking organizations with 
impact of tax planning on investment pattern less than  5%, level of significance 
(P=0.00< =0.05). Hence, the null hypothesis, there is no significant difference in the 
perceptions of the middle income group employees in banking and insurance organizations 
towards the impact of tax planning on investment pattern with respect to their size of 
monthly salary is accepted. 

6) The P-value for mean score differences between the high and low monthly salaried 
employees in insurance organizations with impact of tax planning on investment pattern 
more than 5%  level of significance (P=0.837> =0.05). Hence, the research hypothesis, 
there is significant difference among the middle income group employees in banking and 
insurance organizations towards the impact of tax planning on investment pattern with 
respect to their size of monthly salary subject to the high and low monthly salaried 
employees in banking organizations is accepted. 

On the whole analysis, it can be concluded that there is significant difference in the perceptions 
of the middle income group employees in banking and insurance organizations towards the 
impact of tax planning on investment pattern with respect to their size of monthly salary is 
accepted. However, the perceptions of low and high salaried in banking organizations and 
insurance organizations about impact of tax planning on their investment pattern are same since 
the mean score differences between these groups are not significantly different. 

5.3.4.4:  HYPOTHESIS -4 
H0: There is no significant difference in the perceptions of the middle income group employees 
in banking and insurance organizations towards the impact of tax planning on saving pattern 
with respect to their size of monthly salary. 

H04: There is significant difference in the perceptions of the middle income group employees in 
banking and insurance organizations towards the impact of tax planning on saving pattern with 
respect to their size of monthly salary. 

To test this hypothesis, the results in respect of impact of tax planning on saving pattern 
measured on the basis of responses have been obtained from the respondents and presented and 
analyzed under group statistics. Further, One way ANOVA has been used to analyze statistical 
differences among the middle income group employees in the banking and insurance 
organizations towards the impact of tax planning on investment pattern with respect the groups 
of sample. For the test analysis, the sample respondents from banking organizations and 
insurance organizations have been divided into the two groups in each of the banking 
organizations and insurance organizations on the basis of their amount of monthly salary. The 
employees whose monthly salary is below Rs. 60,000 are grouped as low monthly salaried 
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employees and whose monthly salary is above Rs. 60,000 are high monthly salaried employees. 
Thus, two groups of employees in each of the sample employees in the banking organizations 
and insurance organizations have used for testing the statistical difference in the perceptions of 
groups of sample towards the impact of tax planning on their saving pattern with respect to their 
size of salary. The analysis and interpretation of, group statistics and test results in respect of the 
impact of tax planning on investment pattern are given below: 

Table No. 5.49: Group Statistics for Impact on Tax Planning on Saving Pattern 

Groups N Mean Std. 
Dev. SEM 

95% C I  for 
Mean Min. Max. 

LB UB 

B
an

ki
ng

 High Monthly 
Salary Employees 145 38.035 3.809 0.3163 37.41 38.66 25 47 

Low Monthly 
Salaried 

Employees 
155 37.032 3.932 0.3158 36.41 37.66 28 46 

In
su

ra
nc

e 

High Monthly 
Salaried 

Employees 
155 36.974 4.279 0.3437 36.30 37.65 19 47 

Low Monthly 
Salaried 

Employees 
145 36.717 3.337 0.2771 36.17 37.27 20 43 

 Total 600 37.183 3.885 0.1586 36.87 37.50 19 47 

Table No. 5.49 displayed the group statistics for the score of middle income group employees in 
banking and insurance organizations for impact of tax planning on saving pattern with respect to 
their size of monthly salary. The mean score of the high and low monthly salaried employees in 
banking organizations are 38.035 and 37.032, with the corresponding values of standard 
deviation of 3.809 and 3.932 respectively whereas, the mean score of the high and low monthly 
salaried employees in insurance organizations are 36.974 and 36.717, with the corresponding 
values of standard deviation of 4.279 and 3.337 respectively. By examining group-wise mean 
score relating to the impact of tax planning on their investment pattern of high and low salaried 
in group employees in both types of organizations, it is observed that both the high and low 
salaried employees in banking organizations have more mean score than the high and low 
salaried employees in insurance  organizations. Hence, it can be concluded that the middle 
income group employees in banking organizations including both high and low monthly 
salaried employees have more positive perceptions than the employees in insurance 
organizations towards the impact of tax planning on their saving pattern. 

Table No. 5.50: Test of Homogeneity of Variances: 

Levene’s Statistic df1 df2 Sig. 
5.20978 3 596 0.00148 

Table No. 5.50 indicates the Levenes’ test statistics for the middle income group employees in 
banking and insurance organizations towards the impact of tax planning on saving pattern. The 
Levene’s P value is less than the 0.05, level of significance (P= 0.00148 > = 0.05), hence, it is 
obligatory to test the null hypothesis with samples of unequal variances. In order to test the 
mean differences between and within the groups of middle income group employees in banking 
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and insurance organizations towards impact of tax planning on saving  pattern with respect to 
their size of monthly salary, the test results of ANOVA with unequal sample variances are taken 
into account. 

Table No. 5.51: ANOVA Results for Impact of Tax Planning on Saving Pattern 

Source of Variation Sum of Squares df Mean Square F Sig. 
Between Groups 146.8634 3 48.9545 3.28089 0.02062 
Within Groups 8892.970 596 14.9211 

  Total 9039.833 599 
   

Table No. 5.51 displayed the results of one way ANOVA with regard to the  group-wise score 
of middle income group employees in banking and insurance organizations towards the impact 
of tax planning  on their saving  pattern. It obvious that the table that value P-value 
corresponding to the F-value of score of the middle income group employees in public sector 
banking and insurance organizations according to their size of monthly salary towards the 
impact of tax planning on saving pattern is 0.00, which is greater than 0.05, level of significance 
(P =0.02062 < =0.05).  Hence, there is enough evidence to reject the null hypothesis i.e. there 
is no significant difference in the perceptions of the middle income group employees in banking 
and insurance organizations towards the impact of tax planning on saving pattern with respect to 
their size of monthly salary in favour of research hypothesis. This means that the differences in 
the mean score of middle income group employees in banking and insurance organizations as 
per their size of salary towards impact of tax planning on saving pattern can be attributed by 
chance. In conclusion, the research hypothesis, there is significant difference in the perceptions 
of the middle income group employees in banking and insurance organizations towards the 
impact of tax planning on saving pattern with respect to their size of monthly salary is 
confirmed and accepted. However, in order to test specificity of the mean differences among the 
middle income group employees in banking and insurance organizations towards the impact of 
tax planning on saving pattern with respect to their size of monthly salary, it is necessary to 
identify the differences by the analysis of means comparisons of  Tukeys’ Post Hoc Test. 

Table No. 5.52: Means Comparisons (Tukeys’ Post Hoc Test) 

 Groups Comparison Mean 
Diff. 

SEM Sig. 95% CI 
Sub-group Sub-group LB UB 

 
1 

Low Monthly 
Salaried 

Employees  in 
Banking 

High Monthly 
Salaried Employees 

in Banking 

-1.002 0.446 0.025* -1.879 -0.126 

 
2 

High Monthly 
Salaried 

Employees in 
Insurance 

High Monthly 
Salaried  Employees 

in Banking 

-1.060 0.446 0.018* -1.937 -0.184 

 
3 

High Monthly 
Salaried 

Employees in 
Insurance 

Low Monthly 
Salaried Employees 

in Banking 

-0.058 0.439 0.895 -0.920 0.804 

4 
 

Low  Monthly 
Salaried 

High Monthly 
Salaried  Employees 

-1.317 0.454 0.004* -2.208 -0.426 
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Employees in 
Insurance 

in Banking 

 
5 

Low Monthly 
Salaried 

Employees in 
Insurance 

Low Monthly 
Salaried Employees 

in Banking 

-0.315 0.446 0.481 -1.192 0.561 

 
6 

Low Monthly 
Salaried 

Employees in 
Insurance 

High Monthly 
Salaried Employees 

in Insurance 

-0.257 0.446 0.565 -1.133 0.620 

*. The mean difference is significant at the 0.05 level. 

Table No.5.52 shows the results of means comparisons as post hoc tests used to assess which of 
the groups in banking and insurance organizations has significant differences in the mean score 
in comparison with other with respect to impact of tax planning on investment pattern. From the 
results of the table, the following inferences can be drawn: 

1) The P-value for mean score differences between the high and low monthly salaried 
employees in banking organizations with impact of tax planning on investment pattern 
more than 5%  level of significance (P=0.025< =0.05). Hence, the research hypothesis, 
there is significant difference in the perceptions of the middle income group employees in 
banking and insurance organizations towards the impact of tax planning on saving pattern 
with respect to their size of monthly salary is accepted. 

2) The P-value for mean score differences between the high monthly salaried employees in 
insurance organizations and low monthly salaried employees in banking organizations with 
impact of tax planning on investment pattern less than  5%, level of significance (P= 0.018 
< =0.05). Hence, the research hypothesis, there is significant difference in the 
perceptions of the middle income group employees in banking and insurance organizations 
towards the impact of tax planning on saving pattern with respect to their size of monthly 
salary is accepted. 

3) The P-value for mean score differences between the high monthly salaried employees in 
insurance organizations and low monthly salaried employees in banking organizations with 
impact of tax planning on investment pattern less than  5%, level of significance (P= 0.895 
> =0.05). Hence, the null hypothesis, there is no significant difference in the perceptions 
of the middle income group employees in banking and insurance organizations towards the 
impact of tax planning on saving pattern with respect to their size of monthly salary is 
accepted. 

4) The P-value for mean score differences between the low monthly salaried employees in 
insurance organizations and high monthly salaried employees in banking organizations 
with impact of tax planning on investment pattern less than  5%, level of significance 
(P=0.004 < =0.05). Hence, the research hypothesis, there is significant difference in the 
perceptions of the middle income group employees in banking and insurance organizations 
towards the impact of tax planning on saving pattern with respect to their size of monthly 
salary is accepted. 

5) The P-value for mean score differences between the low monthly salaried employees in 
insurance organizations and low monthly salaried employees in banking organizations with 
impact of tax planning on investment pattern less than  5%, level of significance 
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(P=0.481> =0.05). Hence, the null hypothesis, there is no significant difference in the 
perceptions of the middle income group employees in banking and insurance organizations 
towards the impact of tax planning on saving  pattern with respect to their size of monthly 
salary is accepted. 

6) The P-value for mean score differences between the high and low monthly salaried 
employees in insurance organizations with impact of tax planning on investment pattern 
more than 5%  level of significance (P=0.837> =0.05). Hence, the null hypothesis, there 
is no significant difference among the middle income group employees in banking and 
insurance organizations towards the impact of tax planning on saving  pattern with respect 
to their size of monthly salary is accepted. 

On the whole analysis, it can be concluded that there is significant difference in the perceptions 
of the middle income group employees in banking and insurance organizations towards the 
impact of tax planning on saving  pattern with respect to their size of monthly salary is accepted. 
However, the perceptions of the groups of middle income group of employees such as high 
monthly salaried employees in insurance and low monthly salaried employees in banking, low 
monthly salaried in insurance and low monthly salaried employees in banking and low monthly 
salaried in insurance and high monthly salaried employees in banking towards impact of tax 
planning on their saving pattern are not different since the mean score differences among these 
groups are not significantly different. 

5.5:  Summary of Hypotheses Testing: 
Table No. 5.53 presents the summary of hypotheses testing by the use of statistical tools such as 
independent samples t test and one way ANOVA. 

Table 5.53: Summary of Hypotheses Testing: 

S. 
N. 

Research Hypothesis t 
Statistic 

F 
Statistic 

Sig. 
(0.05) 

Remarks 

H01 There is significant difference among the 
middle income group employees in the 
banking and insurance organizations with 
respect to awareness about the tax 
planning measures accessible under 
income tax. 

0.15271 - 0.8787 Rejected. 

H02 
 

There is significant difference between 
the middle income group employees in 
the banking and insurance organizations 
with respect to awareness about the 
investment avenues accessible under 
income tax. 

-5.7521 - 0.000 Accepted 

H03 
 

There is significant difference in the 
perceptions of the middle income group 
employees in banking and insurance 
organizations towards the impact of tax 
planning on investment pattern with 
respect to their size of monthly salary. 

- 43.750 0.000 Accepted 
subject   to 

the 
following: 
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(i) 
 

The mean score differences among the 
Low Monthly Salaried Employees in 
Banking and High Monthly Salaried 
Employees in Banking are not 
significant. 

- - 0.999 Rejected 

(ii) 
 

The mean score differences among the 
High Monthly Salaried Employees in 
Insurance and High Monthly Salaried 
Employees in Banking are significant. 

- - 0.000 Accepted 

(iii) 
 

The mean score differences among the 
High Monthly Salaried Employees in 
Insurance and Low Monthly Salaried 
Employees in Banking are significant. 

- - 0.000 Accepted 

(iv) 
 

The mean score differences among the 
Low Monthly Salaried Employees in 
Insurance and High Monthly Salary 
Employees in Banking are significant. 

- - 0.000 Accepted 

(v) 
 

The mean score differences among the 
Low Monthly Salaried Employees in 
Insurance and Low Monthly Salaried 
Employees in Banking are significant. 

- - 0.000 Accepted 

(vi) The mean score differences among the 
Low Monthly Salaried Employees in 
Insurance and High Monthly Salaried 
Employees in Insurance are not 
significant. 

- - 0.362 Rejected 

H04 
 
 

There is significant difference in the 
perceptions of the middle income group 
employees in banking and insurance 
organizations towards the impact of tax 
planning on saving pattern with respect to 
their size of monthly salary. 

- 
 

3.2809 
 

0.0206 
 

Accepted 
subject   to 

the 
following: 

(i) 
 

The mean score differences among the 
Low Monthly Salaried Employees in 
Banking and High Monthly Salaried 
Employees in Banking are not 
significant. 

- - 0.0251 Accepted 

(ii) 
 

The mean score differences among the 
High Monthly Salaried Employees in 
Insurance and High Monthly Salaried 
Employees in Banking are significant. 

- - 0.0178 Accepted 

(iii) 
 

The mean score differences among the 
High Monthly Salaried Employees in 
Insurance and Low Monthly Salaried 
Employees in Banking are significant. 

- - 0.8948 Rejected 

(iv) 
 

The mean score differences among the 
Low Monthly Salaried Employees in 

  0.0038 Accepted 
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Insurance and High Monthly Salary 
Employees in Banking are significant. 

(v) 
 

The mean score differences among the 
Low Monthly Salaried Employees in 
Insurance and Low Monthly Salaried 
Employees in Banking are significant. 

  0.4806 Rejected 

(vi) The mean score differences among the 
Low Monthly Salaried Employees in 
Insurance and High Monthly Salaried 
Employees in Insurance are not 
significant. 

  0.5650 Rejected 

 Note: Hypothesis is accepted when Sig. is less than 0.05 (P< 0.05) otherwise rejected. 

5.6:  Conclusion: 
From the test results, it is understood that out of the four research hypotheses, one hypothesis 
has been negatively tested since null hypothesis in favour of it stands accepted one hypothesis 
has been positively tested and accepted against null hypothesis. Further, two hypotheses have 
been partially accepted since mean score among their certain groups are not significant. 
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6.1:  INTRODUCTION 
For the purpose of assessing the investment and tax planning of middle income group 
employees in public sector organisations specifically banking and insurance, the present study 
has undertaken overviews of the concepts investment and tax planning, structural framework 
and tax reforms of income tax with respect to salaried employees. In additions, it is also 
analysed the various tax measures and investment avenues available under income tax for 
investment and tax planning for the  salaried employees in general and middle income group 
salaried employees. However, the present studies exclusively appraised and analysed data which 
have been collected from the respondents like middle income group employees working in the 
banking and insurance organisations in Pune District. 

The primary data so gathered relating to the various attributes of awareness and application of 
investment avenues and tax planning measures and impact of tax planning on the variables of 
investment pattern and saving pattern from the respondents have been analysed and interpreted 
in a systematic manner by frequency distribution, percentage, weighted average, percentile, 
measures of central tendency and measures of variability. Further, hypotheses have been tested 
by the statistical techniques such as Independent samples t test and ANOVA. After having the 
review, analysis and interpretation of primary and secondary data, it is worthwhile to present the 
findings, suggestions thereof and policy implications to make better investment and tax 
planning of the middle income group employees of banking and insurance public sector 
organisations. 

6.2 Findings of the study: 
After review of the conceptual framework of investment and tax planning, structural framework 
and reforms of income tax, the opinions gathered from the personal discussions with 
respondents and analysing primary data collected from them, the following findings have 
drawn. For the suitable presentations and the sake of convenience the findings have grouped in 
to overall findings and specific findings as under: 

6.2.1 Overall Findings of the study: 
The findings which have been drawn from the secondary information, review of literature, 
discussions made with respondents and professionals and general observations during the 
survey are grouped as overall finding of the study: these are: 

1. It is revealed from the review of income tax reform, that the India pushes forward for 
digital India to be a superpower but its taxation system still failed to stop tax evasion and 
curb growth of parallel economy. Therefore secure and safe environment for the saving and 
investment has not been inculcated. The current income tax structure has been changed 
many times to make it more taxpayers-friendly and as simple as possible but it is far from 
being ideal and requires many more changes to be made in future. 

2. Over the last two decades the Government of India  has made extensive and most needed 
changes in the provisions of income tax to encourage saving and investment  and provided 
benefit to lower and middle income group, particularly the salaried class. However, there 
are many more provisions in the income tax like children education allowance, children 
hostel allowance etc which are required to be changed. 

3. It is observed that the middle income group employees in the selected bank and insurance 
organisations basically from urban and semi-urban areas so that they more accessibility 
towards health care, education and other human development indices are  much better than 
that of rural areas. 
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4. Most of the respondents from both the organisations come up with the discussions that 
income tax system is still complex and most high tax rates prevailing in the system in the 
country. 

5. Almost all respondents have agreed that the tax planning is a primary duty which should be 
carried not only for reducing tax liability but also for ensuring better future by making safe 
and secured investments. 

6. Many of the respondents conversely admitted that they are seeking specific financial advice 
from the financial advisors only when they wants to make huge investment, otherwise they 
are hiring services of tax advisors for  routine practice of tax planning. 

7. Nearly everyone from the management of banking and insurance organisations frankly 
admitted that they could not motivate and support their employees for investment and tax 
planning due lack of time and lack of updated knowledge about income tax which will goes 
changing every year. 

8. It is inferred from the conversation with tax professional that tax planning has supposed to 
be special importance to salaried employees in view of rising pressure of inflation, price 
hike and mandatory tax compliance. Besides, the tax planning is not depending upon the 
status of employees whether they are serving in the private sector or public sector and also 
not to be done only at the discretion of financial experts. 

9. Owning house and getting higher education are the most important requirements especially 
for the middle income group employees. Hence, sufficient number of employees has gone 
for these investments. 

10. The most popular saving and investments among the middle income group of employees in 
baking and insurance organisations are insurance, public provident fund and fixed deposits 
than the corporate securities. 

11. The size of families of middle income group employees working in the bank and insurance 
organisations is trend to be shrinking so that their spending obligations towards the 
essentials go decreasing. As results, their investment potential is considerably widening. 

12. It is observed that employees working in public sector organizations are getting sufficient 
earning from their employment, so that they are preferred diversified investment pattern. 

13. Although the main spending components of middle income group employees are shelter 
health, education and energy consumption, they cover-up these spending by innovative and 
smart financing options and looking forward for the secured the investment potential. 

6.2.2: Specific Findings of the study: 
The findings which are derived from the analysis of primary data relating to demographic 
profile, employment profile of respondents, opinions of respondents on tax planning, awareness 
and application of investment avenues and tax planning measures and impact of tax planning on 
investment pattern sand saving pattern  are categorized as specific findings. These are 
elaborated under: 

1. It is evident that that in the total sample respondents, nearly 56 percent are male employees 
and 44 percent are female employees while most of the respondents about 68 % are 
graduates, 13% are Post-graduates, around 13% are HSC and only 8% percent are 
professionally qualified.  Besides, around 77 percent are in the age groups 30 to 50 years, 
while only 15 percent and 8 percent are in the age groups of above 50 years and below 30 
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years. Further about72 percent of the total respondents are married and nearly 26% are 
single and remaining 2% are divorcee respondents. 

2. Nature of families of respondents is concerned, many of the respondents being 69 percent 
have nuclear families and about 31 percent have joint families while most of the 
respondents being 80 percent have their owned residence and around 20 percent 
respondents have their rented residence. As far as the family income of the respondents is 
concerned, majority of respondents nearly 56 percent have their family income between Rs. 
5 to Rs.10 Lakh, followed by 25%, have family income less than Rs.5 Lakh, 15%, have 
family income Rs.10 to Rs.15 Lakh and only 4% respondents have their family income 
above Rs. 15 lakh. 

3. Majority of respondents nearly 53 percent belonged to the families in which have below 
less than 4 family members, 43 percent respondents belonged the families with 6 to 8 
members only 3 percent respondents are from the families having above 8 family members. 
However, there are 1 to 2 earning members in the families of the 80 percent of the 
respondents and 3 to 4 earning members in the families of the 18 percent respondents but 
remaining 2 percent respondents have above 5 earning members in their families. 

4. In the total sample respondents, 50 percent middle income group employees are from the 
banking organisations and 50 percent from insurance organisations. Out of them,  45 
percent middle income group employees are serving in the organisations which are located 
at urban areas, 50 are serving in the rural organisations and only 5 percent serving in the 
semi-urban organisations. 

5. Majority of the respondents 69 percent middle income group employees working at lower 
position, 45 percent at middle positions and only 6 percent working at top positions in the 
hierarchy of banking and insurance organisations. But as far as period of working 
experience is concerned, around 44 percent employees have experience of 10 to 20 years 
and 34 percent have experience more than 20 years and remaining 23 percent employees 
have experience up to 10 years. 

6. It is also observed that majority of respondents around 50 percent have their monthly salary 
of above Rs. 60,000, 21 percent have their monthly salary in the range of Rs. 50,000 to Rs. 
60,000, and 20 percent are earning their monthly salary in the range of Rs. 40,000 to Rs. 
50,000. Only 9 percent respondents have their monthly salary below Rs. 40,000.  Similarly 
out of the sample respondents only 25 percent and 13 percent respondents earning incomes 
from house property and business and profession in addition to salary. 

7. Majority of respondents from banking and insurance organizations have been recognized 
that the importance of tax planning in their financial state of affairs and they have prepared 
tax planning at the beginning of the financial year and very few are preparing the same at 
conclusion of the financial year. 

8. Most of the middle income group employees in the banking and insurance businesses are 
hiring the services from tax consultants and chartered accountants for the preparation of tax 
planning every year, since the Income Tax Act is vast and goes changeling very year 
however, only 20 percent employees use their own skill and knowledge for tax planning. 

9. Almost all the middle income group employees from banking and insurance organisations 
have not provided motivation and support from their employers for tax planning purposes 
because of lack of interest, lack of time and lack of undated knowledge about the income 
tax law. 



 

 

 

154 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

10. Nearly 58 percent of the middle income group employees from banking and insurance 
organisations have paid income tax with in Rs. 25,000 to 100,000 and 28 percent have paid 
the same up to Rs. 25,000 but very few percent of the respondents paid the income tax 
above Rs. 100,000.during the previous financial year. 

11. Most of the middle income group employees in banking and insurance organisations have 
been received income tax refund within range of Rs. 2,500 to Rs. 10,000. This indicates is 
that the tax planning of the respondents is not up to the mark during the previous financial 
year. 

12. It is observed that more than 50 percent respondents have their outstanding liabilities in 
terms of housing loan and education loan around Rs. 20 lakh to 60 lakh at the end of the 
financial year. 

13. There is a sufficient awareness among the respondents in the banking and insurance 
organisations towards tax planning measures but employees in banking organizations have 
relatively more awareness than the employees in insurance organizations. 

14. The majority of employees working in the banking and insurance organisations are 
reasonably aware about the benefits of all almost deductions under section 80C to 80U and 
they also friendly with same while making tax planning. 

15. It is inferred that the almost all of employees from banking and insurance organisations are 
sufficiently aware about the  traditional as well as modern investment avenues but level of 
awareness towards corporate  investment avenues like  corporate bounds and corporate 
securities  is a little bit different than traditional investment avenues.  . 

16. The most popular sources of awareness among the respondents in both banking and 
insurance organisations are friends and relatives, tax consultants, co-employees, news-
papers but the other sources of awareness like agents/brokers, books/ magazines,  TV 
programmes, advertisement, etc have not much popular among the banking and insurance 
organisations. 

17. Most of the banking employees agreed that much importance have given to the objectives 
behind the investment are reduction of tax liability, securing family life, healthy economic 
growth and economic stability but other objectives such as increase in dynamic 
investments, beating inflation, minimizations of litigations, etc are slightly considered 
while making investment in different avenues. 

18. Many of the insurance employees have accepted that almost all the objectives behind the 
investment are important while making investment in different avenues. but the objectives 
such as reduction of tax liability, generating alternative earning, and increase in dynamic 
investments, securing family life, healthy economic growth and economic stability are 
much important. 

19. Overall  investment made by the middle income group employees in previous financial 
year is significant but the size of investment of employees in the banking and insurance 
organisations in the brackets of up to Rs. 1 lakh, Rs.1 to 2 lakh and Rs. 3 to 4 lakh is  
correspondingly  somewhat different. 

20. It is observed that majority of the employees around 50% have their investment to gross 
total income ratio up to 10%. However, the investment ratio of the banking employees in 
the ranges of 10% to 20%, 20 to 30% and above 30% is significantly less than that of 
employees in insurance organisations. 
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21. The Overall 50 percent of the middle income group employees from the banking and 
insurance organisations have preferred to make the investment on monthly basis, and rest 
of the 50 percent have to made their investment on quarterly, half-yearly or even yearly 
basis. 

22. All the middle income group employees being fixed income community working in bank 
and insurance organisations have preferred and invested mostly in the tax-benefited 
investments and protective investment significantly rather than fixed income oriented, 
emotional, income growth and speculative  investments. 

23. Nearly 95 percent banking and insurance middle income group employees  have used their 
self-saving and saving of their spouse for making investment and very negligible i.e. 5 
percent  respondents have used other sources for the same. 

24. It is identified that fair portion of banking middle income group of employees have 
preferred investments in the conventional investment avenues like insurance schemes post 
office savings, fixed deposits public provident, provident fund, etc but they have not 
significantly opted for new government schemes and corporate investments such as 
corporate securities, sukannaya samuridhi, mutual funds, national saving scheme and so on. 

25. It is observed that sound portion of insurance  middle income group of employees have 
preferred investments in the conventional investment avenues like insurance schemes post 
office savings, fixed deposits public provident, provident fund, etc but they have not 
significantly invested in the government schemes and corporate securities. 

26. The overall investment portfolio in the specific investment avenues of middle income 
group employees from both the organisations has spread over between Rs. 50 lakh to 1 
Crore however,  its percentage to the sample size is around 32 percent. 

27. Most of banking middle income group employees has agreed that the factors such as safety 
and security, tax benefits, simplicity and regular and high returns are most influential in the 
decisions of choosing investment avenues but the results shows that they are least care 
about the availability of funds, periodicity of investment and future growth in investment. 

28. The Majority of insurance respondents have accepted that they are very grave about the 
factors of safety and security, tax benefits, high returns and liquidity while selecting 
avenues for investment but they are least cared towards the diversification and future 
growth in investment. 

29. Most of the middle income group employees in banking organisations are satisfied with the 
fixed and regular return generating investments such as investment schemes, provident 
fund  public provident fund and fixed deposits and less satisfied with investments of 
fluctuating returns, while they are dissatisfied of those investments with having more risks. 

30. Thus, overall satisfaction of the respondents in insurance  organisations towards fixed and 
regular returns generating investments like insurance schemes, provident fund, public 
provident and insurance schemes is more commendable, but level of satisfaction towards 
the  risky but profit- oriented investments is not satisfactory. 

31. Almost all the middle income group employees have claimed deductions in respect of 
house rent allowance and transport allowance but their claims towards other allowances 
and perquisites under the income tax are very negligible. 

32. It is observed that around 50% and 45% of the sample respondents in banking 
organisations have availed the deductions in respect of section 80C and section 80E to 80G 
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in the amount of brackets of Rs. 1.00 to 1.50 lakh and Rs. 0.50 to Rs.1.00 lakh respectively 
and only 35% each have claimed deductions under the respective sections for up to Rs 0.50 
lakh. But the numbers of respondents who have claimed deductions under these sections 
within the ranges of Rs. 1.50 to 2.00 lakh and above Rs. 2.00 lakh are very meagre. 

33. It is observed that around 70% and 55% of the sample respondents in insurance 
organisations have availed the deductions in respect of section 80C and section 80E to 80G 
in the amount of brackets of Rs. 1.50 to 2.00 lakh and Rs. 0.50 to Rs.1.00 lakh respectively 
and only 25% each have claimed deductions for the amount of 0.50 to 1.00 lakh for up to 
Rs 0.50 lakh respectively under the same. But the numbers of respondents who have 
claimed deductions under these sections in the ranges Rs. 1.50 to 2.00 lakh and above Rs. 
2.00 lakh are very small. 

34. The investment pattern of the middle income group of employees in banking organisations 
have significantly impacted by the tax planning with the variables of tax benefits of 
investments, diversify the investment portfolio, security of investment, selection of 
investment, economic growth of investment but the variables like allocation, liquidity, risk 
and periodicity of investment, etc have not been much impacted by their tax planning. 

35. The investment pattern of the middle income group of employees in insurance 
organisations has adequately impacted by their tax planning with the variables of economic 
growth and selection of investment avenues but there is no much impact of the same on 
variables such as diversification, allocation, security, liquidity, tax benefits, risk periodicity 
and return on investment. 

36. The variables of saving pattern of the middle income group of employees in banking 
organisations like risk in saving, security and periodicity of saving, have impacted by the 
tax planning and no such effect of the same is taken place on the variables of 
diversification in saving, return on saving, tax benefits and liquidity of saving. 

37. The variables of saving pattern of the insurance middle income group of employees such as 
economic growth in saving, selection of saving options, security in saving and liquidity in 
saving, risk, return and tax benefits of saving have impacted by their tax planning but the 
variables of diversification in saving, allocation of funds in saving periodicity of saving are 
not affected by the same.. 

38. There is no significant statistical difference among the middle income group employees in 
the banking and insurance organizations with respect to awareness about the investment 
avenues accessible under income tax. 

39. There is sufficient awareness among the middle income group employees in banking and 
insurance organizations towards the tax planning measures available under income tax. 
However, they level of awareness among them is statistically different about the same. 

40. The middle income group employees in insurance organizations including both high and 
low monthly salaried employees have more positive perceptions towards the impact of tax 
planning on their investment pattern. 

41. The perceptions of the middle income group employees in banking and insurance 
organizations towards the impact of tax planning on investment pattern with respect to their 
size of monthly salary is significant different. However, the perceptions of low and high 
salaried in banking organizations and insurance organizations about impact of tax planning 
on their investment pattern are not significantly different. 
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42. The middle income group employees in banking organizations including both high and low 
monthly salaried employees have more positive perceptions than the employees in 
insurance organizations towards the impact of tax planning on their saving pattern. 

43. The perceptions of the middle income group employees in banking and insurance 
organizations towards the impact of tax planning on saving pattern with respect to their size 
of monthly salary is significant different. But, the perceptions of the high monthly salaried 
employees in insurance and low monthly salaried employees in banking, low monthly 
salaried in insurance and low monthly salaried employees in banking and low monthly 
salaried in insurance and high monthly salaried employees in banking towards impact of 
tax planning on their saving pattern are not much different. 

6.3:  Suggestions: 
In the light of finding derived from the analysis of primary and secondary data, the following 
suggestions have made to have effective investment and tax planning of salaried employees in 
general middle income group employees in banking and insurance organisations in particular: 
The suggestions are made to the employers, government, income tax authorities and policy-
makers and middle income group employees as under: 

(A) Suggestions to the Banking and Insurance Organisations: 
The following suggestions have made to the banking and insurance organisations to motivate 
and support their employees for the investment and the tax planning purposes: 

1. The banking and insurance organizations should run the investment and tax planning 
awareness programmes every year for the guidance of their employees and motivate 
support them for making their financial life more secured and sound. 

2. The management of the banking and insurance organizations should make an arrangement 
for free or concessional investment and tax planning consultancy services to their 
employees once in a year. 

3. The banking and insurance organizations should provide financial assistance their 
employees  at concessional rate of interest for investing  in long term financial assets for 
seeking the benefits of tax planning and  their financial well-being. 

4. The banking and insurance organizations should encourage their employees by providing 
offering concessional rate of borrowings to invest in the tax saving products which they are 
offering to the public and support them for the cause of tax planning. 

5. The management of the banking and insurance organizations should initiate the specific 
products for their own employees so that they can avail the benefits of investment and tax 
planning. 

(B) Suggestions to the Government, Tax Authorities and Policy Makers: 
The following suggestions have made to the government, tax authorities and policy makers to 
initiate necessary steps to make investment and tax planning more efficient and friendly for the 
middle income group employees: 

1. The government in collaborations with NGOs and Associate firms should organize 
Taxpayers Education Programs’ to educate the salaried employees particularly in public 
sector organizations about the advantages of tax planning and how to choose better 
investments avenues for tax efficiency. 
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2. The income tax department should look for other means and media like ‘WhatsApp’, ‘Face 
book’ as social networks for awaking the salaried class of assessees about tax planning 
measures and their benefits. 

3. The government and income tax authorities should encourage the middle income group 
employees for the utilization of tax minimization measures through the investments in 
public and government securities. 

4. The income tax department should inform about the new investment opportunities in the 
public interest to the salaried persons and encourage them to invest therein as subsequent to 
the Finance Act in each year. 

5. The government has to widen tax planning base by incorporating more tax-friendly 
investment avenues under the ambit of tax saving measures and incentives u/s 80C. 

6. The government aggressively promote through the income tax authorities the SIP 
(systematic investment programmes) an ideal way of  investing in mutual funds by giving 
tax incentives  to them and encourage saving habits investment culture among the salaried 
employees for accomplishing goals of wealth generation. 

7. The Income tax department should display the information/guidelines about tax saving and 
tax planning measures at its official websites in regional languages with periodical intervals 
so that the taxpayers can access easily. 

8. The effectiveness of tax planning is primarily based on the provisions in the Finance Act 
enforced by the government every year so that the taxpayer should be educated with the 
provisions of the same for the benefits of tax planning. 

9. There are huge numbers of tax saving schemes available under income tax with clumsy 
provisions that makes difficult for the investors to choose specific tax saving investments 
within limited span of time. Hence it is suggested to standardize these schemes to an extent 
so that the number of schemes should be brought down. 

10. The present threshold limit of income tax appears to be too low in view of inflation and 
consequent price hike of essential commodities. It should be further raised up to Rs. 3.50 
lakh to provide relief to the lower and middle income group assessees, particularly the 
salaried employees. 

11. The deductions and new options under section 80C to 80 U should be enhanced to 
encourage the assessees to make more savings to be channelized for capital formation. 

12. The government should minimize the tax liability of the middle income group specifically 
salaried employees and enhance tax revenue by widening income tax base by operating 
inclusive method. 

13. The middle income group salaried employees should be encouraged for more investments 
in specified avenues by providing special incentives. 

14. The present income slabs should be expanded with neutral tax rates, this will enhance tax 
revenue at the same time minimize tax evasion at certain extent. 

15. The deduction in respect of interest on self-occupied property should be raised up to Rs. 3 
lakh since the prices of hosing properties are hiked alarmingly over the last decade. 

16. Tax exemption in respect of interest on fixed deposits should be raised to Rs. 50,000 in 
order to enhance saving habits among the salaried employees. 
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17. The limit of contribution to public provident fund account should be increased up to Rs. 2 
lakh because this investment avenue is more popular among the salaried employees due to 
its attractive and stable interest rate. 

18. The government should inculcate investment and saving culture by providing well-
structured safety mechanism and provide pervasive and healthy atmosphere so that 
investors would incline to deploy their funds in various investment avenues continuously 
for the benefit of tax planning. 

19. The government should exercise some hostile control measures to apprehend the inflation 
rate, rising prices of essential commodities and declining purchasing power of money so 
that the salaried employees can save their earning and look forward for investments in tax 
saving instruments. 

20. To reduce the complex and contentious provisions in the income tax and to suit the present 
situation, the central government should introduce Direct Tax Code without disturbing 
most settled concepts, exemptions and deductions of income tax. 

C) Suggestions to Middle Income Group Employees: 
The following suggestions are made to the middle income group employees to take proper care 
and causation while preparing investment and tax planning: 

1. It is advised to the middle income group employees  that the tax planning is a continuous 
and regular process so that it should be undertaken at the beginning of the year to gain the 
full benefits of it. 

2. The middle income group employees should be adopted the latest tax saving and tax 
planning measures available under the Income Tax Act rather than insisting on traditional 
measures. 

3. The Middle income group employees should personally appraise, evaluate and understand 
the investments and saving avenues that they investing not be carried away by peer 
pressure of brokers/agents or even media. 

4. It is suggested to the employees of banking and insurance organizations that they should as 
far as possible try to make fundamental, technical and financial analysis while selecting 
investment portfolio for the tax planning. 

5. The middle income group employees should understand that there are some investment 
avenues which are risky, or few are not, depending upon the age and availability of finance 
should decide about the degree of risk taken for the long term benefits of tax planning. 
However, the principle of ‘No pain, No gain’ should be mind. 

6. It is generally assumed that tax saving measures carries only tax benefits and do not 
provide good returns. However, there are some schemes like equity-linked schemes and 
equity-linked pension schemes which provide good returns apart from giving tax benefits. 
Hence, it is suggested that the middle income group employees should opt for these 
schemes. 

6. The middle income group employees should adopt new tax planning measures rather 
persisting on the traditional tax planning measures. 

7. It is suggested to the middle income group employees that when they are not able to make 
investments in long term avenues due to availability of limited finance. In such cases they 
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should change their view and look forward small saving schemes for tax planning 
purposes. 

8. Now a day, the return on investment on various investments are changed with market 
scenario, hence it is advisable that middle income group employees should keep on 
upgrading themselves with the new guidelines and changes in terms and conditions and 
make their investments diversified with the returns and tax benefits. 

6.4 : Policy Implications 
The central government come up with new policies plans in the Financial Act every year that 
have been affected the saving habits, investment decisions and application of tax planning 
measures. In this view, the study has analyzed responses of respondents on the investment and 
tax planning and dawn findings thereon. Considering all findings, it would not declare the 
effectiveness of investment and tax planning with respect to middle income group employees. In 
regards, the present study   recommends few policy implications to the government and policy-
makers to reform certain issues under income tax Act. These are: 

1. Income tax law should be simplified and make easy to layman. 

2. Adequate threshold limit for income tax be prescribed in accord with income growth. 

3. Income Tax slabs should be enhanced with the results economic survey of India. 

4. Gentle tax rates should be introduce at the bottom level, 

5. Taxation at special rates should be minimal. 

6. The inflation indexing should be considered while prescribing tax exemptions. 

7. Imposing educational and other cesses i.e. tax on tax should be wipe off. 

8. To make the section 80C more tax friendly, the specific provisions for restricting each of 
the investments/contribution shall be removed by initiating lump-sum deduction. 

9. Deduction in respect of Mediclaim and health checkup should be increased. 

10. Most awaited Direct Tax Code should be introduced without disturbing most settled 
concepts. 

6.5 : Scope for Further Research: 
The investment and tax planning is such a wide area of research that no single study can 
exclusively manage its entire dimensions. The present research study is restricted to a particular 
geographical area, i.e. Pune District and Middle Income Group Employees in Banking and 
Insurance Organizations. Therefore there is further scope for such studies by selecting other 
areas and other sample categories of respondents. The scope of association between gender and 
tax planning can be studied separately. Similarly, tax planning of private and public sector 
employees can be studied. Despite of these, the present researcher proposes certain topics for 
further research as under: 

1. Awareness and satisfaction about the Tax Saving Schemes under Income Tax. 

2. Income Tax Planning: A study of Tax Saving Instruments. 

3. A study of investment and saving pattern of Small Income groups Assessees. 

4. Critical Analysis of Tax Saving and Tax Planning Measures under Income Tax. 

5. Tax Saving Schemes and Tax Saving Instruments of Income Tax in India. 
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6. Tax Planning of Employees in Private and Public Sector Banking. 

7. Income Tax planning with respect to Corporate Assessees. 

8. Awareness of Corporate Assessees with respect to savings & investment avenues. 

9. Role of investment avenues & tax saving measures in income tax planning. 

10. Incentives for Tax Planning under Income Tax Act. 

11. Tax incentives and Tax Planning Measures for senior citizens. 

12. An analytical study of Tax Planning among the working women. 

13. Impact of tax planning on investment and saving pattern of salaried assessees. 

14. A study of small saving schemes for tax efficiency of low income assessees. 

15. A study of tax efficiency with respect to public and corporate Securities. 

6.6: Contribution of Research: 
The present study is all about the investment and tax planning with respect to middle income 
group of employees in public sector banking and insurance organizations in Pune District, but it 
has harnessed some unique outcomes from the analysis of data that will be useful to the ultimate 
beneficiaries of the study. 

It will be of great use for those middle income group employees who are still not or 
occasionally undertaking the investment and tax planning for the purpose of limiting their tax 
liability. They can focus on the relevant variables and measures investment and tax planning as 
per their size of income and requirements; it will further useful in improving their financial state 
of affairs. 

The theoretical framework, findings, suggestions and policy implications as presented in the 
study will be more worthwhile for the bureaucrats, financial planners, policy makers, and 
researchers those who are interested in the field of investment and tax planning under the 
Income Tax laws. 

Finally, the present study is being of an exploratory as well as pragmatic nature and raises more 
prospects for future research in terms of theoretical enlargement, conceptual validation and 
practical dimensions. 

6.7 Conclusions: 
The overall conclusion of the study is that the middle income group employees in the public 
sector banking and insurance organizations generally utilize the tax exemptions and deductions 
opportunities available under the Income Tax Act with their size of income. Although the 
middle income group employees are aware about the investment avenues and tax saving and tax 
planning measures to some extent, they have not been fully utilized them for the benefit of 
curtailing their tax liability. Besides these, investment pattern and saving pattern of middle 
income group employees in these organisations have influenced by their tax planning with 
regards to their size of monthly salary. The proper awareness knowledge about the income tax 
law specially tax benefited investment avenues and tax planning measures and tax saving 
instruments to the employees in banking and insurance organisations would help them to make 
prudent tax planning which would ultimately result in minimising tax liability or tax incidences 
and at the same time they would avail the benefits of income growth in future. In this juncture, 
the proactive efforts of government, income tax department, authorities of the concerned public 
sector organisations with assistance of tax professionals should be made to explore the 
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awareness among employees towards income tax law, tax saving instruments and tax planning 
measures so that they can increase understanding and knowledge to that the extent to avail the 
benefits of preferring better investment avenues and preparing tax planning every year. In 
addition, middle income group employees of banking and insurance organisations should have 
to keep themselves abreast with the provisions of the income tax laws with the Finance Act 
enacted every year and manage their financial state of affairs efficiently through the effective 
investment and tax planning. 

Finally, the middle income group employees should keep in mind that the investment and tax 
planning is the balanced, disciplined and resourceful exercise. 

 



 

 

 

163 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

BIBLIOGRAPHY 
 



 

 

 

164 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

RESEARCH REPORT 

1. B. Thulasipriy (2014): “Comparative Analysis of Salaried Government and Private 
Employee’s Investment Pattern – An Empirical Study”, Ph. D Thesis submitted to PG & 
Research Department of Commerce Kongunadu College of Arts and Science, Coimbatore, 
Tamilnadu. 

2. Kalavathy. S. (2009), “A Study on the Savings and investment behaviour of salaried 
persons”, Ph. D.  Thesis Submitted to Bharathiar University, Coimbatore. 

3. V.K. Somasundaram (1999), “A Study on the Savings and Investment Pattern of Salaried 
Class in Coimbatore District‖, Ph.D. Thesis submitted to Bharathiar University, 
Coimbatore. 



 

 

 

165 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

REFERENCE BOOK 

1. Avadhani, V.A. (2011), “Investment and Securities Market of India”, Himalaya Publishing 
House New Delhi, 8th Revised Edition. 

2. Bodie, Mohanty (2009); ‘Investments’; Tata McGraw-Hill, 8th Edition, New Delhi. 
3. CA Rahul Jain (2012), “E-Book on Income Tax “Retrieved from 
4. Dr. Vinod K. Singhania  (2018) Taxman’s Direct Taxes Ready Reckoner, for Assessment 

Year  2018 19 and 2019-20, Taxman Publications P. Ltd, 41th  edition. 
5. Finance Bill, 2018. 
6. Girish Ahuja (2018): Income Tax Act amended by Finance Act, 2018, 7th Edition, ISBN-

13: 978-93-87506-34-3 
7. Girish Ahuja (2018): Income Tax Act amended by Finance Act, 2018, Wolters Kluwer 

(India) Pvt. Ltd, 7th Edition, ISBN-13: 978-93-87506-34-3. 
8. Handbook on Tax Planning Tools (2017-18) 
9. Indian Institute of Company Secretaries of India (2018), “TDS Ready Reckoner for the 

Assessment year-2018-19”. 
10. M.M. Sury (2003) India: Taxation in India 1925 to 20017: History, Policies, Trends and 

Outlook, Indian Tax Foundation, New Century Publication, New Delhi. 
11. M.M. Sury (2015):  Tax System in India Evolution and Present Structure,         ISBN: 978-

81-7708-410-8, New Century Publication, New Delhi. 
12. Palat Raghu (2005), ‘Tax Planning for Salaried Employees’, Jaico Publishing House, 

Mahatma Gandhi, Road, Mumbai 14th addition, ISBN 81-7992-161-1. 
13. Preeti Singh (2013): Book “Investment Management Security Analysis and Portfolio 

Management”, Himalaya Publishing House, Seventeen Revised Edition. 
14. Raghu Palat (2005), “Tax Planning for Salaried Employees”, Jaico Publishing House, 

Mumbai 14th Edition, ISBN-81-7992-161-1. 
15. Rajesh J Agrawal (2018), ‘Income Tax and Investment’ 27th edition by ABC publication 
16. Roscoe J.T. (1975), ‘Fundamental Research Statistics for Behavioral Sciences’, (2nd) in 

Hill R. 
17. Sanjay Kumar Satapathy (2019)  Income Tax Management Book for the assessment year 

2019-20   retrieved from  www.incometaxmanagement.com 
18. V.A.Avadhani (2008): Book “Securities Analysis and Portfolio Management”, published 

by Himalaya Publishing House, 8th Edition. 
19. V.K.Bhalla ( 2011): Book titled, “Investment Management – Security Analysis and 

Portfolio Management”, ISBN: 81-219-1248-2, code- 07D 223 published by S. Chand & 
Company Ltd. 

20. William F. Sharpe ( 1994): Book titled, “Investments”, Fourth Edition, ISBN-81-203-0851-
4, published by prentice-Hall of India Pvt. Ltd. New Delhi. 

21. William. F. Sharpe, Gordon J. Alexander & Jeffery V Bailey (2012), “Fundamentals of 
Investments”, PHI Learning Private Limited New delhi-110001. 

22. Yogendra Bangar & Vandana Bangar, (2007) “Students Guide to Direct Taxes”, Aadhya 
Publications, Jaipur. 



 

 

 

166 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

RESEARCH ARTICLE / PAPER 

1. A.N. Paunikar (2014), Equity linked Saving Schemes as Tax Saving Investment for 
Salaried Class, Indian Journal of Research, Vol. 3, issue: 5, ISSN - 2250-1991. 

2. Adhil Shetty (2019), “Income Tax Planning: Why you should not confuse tax planning 
with investment planning”, Financial Express, June 22. 

3. Anju K J (2017) “Saving and Investment behavior of information technology professions- 
An Empirical Analysis”’ Asian Research Consortium, Asian Journal of Research in 
Business Economics and Management, ISSN 2249-7307, Volume 7. No. 6, June 2017, 
pp71-91. 

4. Avinash Kumar Singh (2006), ‘Demographic Change and Household Savings Behaviour in 
India”, Indian Journal of Economics, Vol. 65, pp 34-36. 

5. Balakrishnan V. and Shanmugsundaram V. (2011). “Investment Decisions- Influence of 
Behavioural Factors” Indian Journal of Finance.Vol.5, No.9, PP 25-34. 

6. Bandgar P. K. (2000), “A Study of Middle Class Investors Preference for Financial 
Instruments in Greater Bombay”, Finance India, Vol. XIV, No.2, pp. 574- 576. 

7. Bharathraj Shetty (2013), ‘An Analysis of Investors Attitude Towards Various Tax Saving 
Schemes’, International Research Journal of Business and Management Vol.I 

8. Bhardwaj Bhawana (2013). “Income, Saving and Investment Pattern of Employees of 
Bahra University, Solan”. ISSN : 2230-9519 (Online), IJMBS Vol. 3, Issue 1, Jan - March 
2013 

9. Bhardwaj Rajesh, Raheja Rekh& Priyanka (2011), “Analysis of Income and Savings 
Pattern of Government and Private Senior Secondary School Teachers”, Asia Pacific 
Journal of Research in Business Management, Vol. 2, Issue-9, pp 44-56. 

10. Bitto Beney (2018), “A Study on Tax Awareness and Tax Planning Measures adopted by 
the Salaried Class in Bangalore City”, Asian Journal of Management Vol.-9, Issue-1, ISSN 
(P) – 0976-495X, ISSN (O) – 2321-5763, pp 961-966. 

11. C Krishnamurthy (2007), “A Study of Investment Pattern of Investment Pattern and 
Awareness of Salaried Class Investors in Niligiris District”, SMART, Journal of Business 
Management, Volume 3, No 2, July-December. 

12. Chaitanya Songirkare, (2013): “Investment Avenues- Investor’s Perception and 
Preference”, Confluence 2013 at SKN School of Business Management, ISBN: 978-93-
5097-389-9, P324-333 

13. Dattatraya Chavare (2013): “A Study on Saving Motives of Investors in Western 
Maharashtra”, Journal of Commerce and Management Thought IV-1 ISSN 0975-
623X(Print) 0976-478X (Online), volume 4, Issue-1, P38-54 

14. Devi S. D. & Chitra P. (2014), ‘A Study on Salaried Employees Behavior towards 
Domestic Savings and Investment in Rasipuram Town’, Research Explorer, Vol.-III, Issue- 
9, July-Dec. pp 40-43. 

15. Dhirendra Kumar (2017), “Investors need to study the magic of SIPs”, Times of India, 
money mysteries, dated 29th May. 17, P11 



 

 

 

167 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

16. Farseena Mol. (2017), “Risk perception of investors on stock market investment” , South 
Asian Academic Research Journals, ISSN 2249-877X, Volume 7, Issue 4, April 17,PP14-
19 

17. J. Sidharthul Munthaga and Dr.M.Nazera (2013), “A study on the attitude of the 
respondent towards investment choices in Thanjavur District, Tamil Nadu”, International 
Journal of Management Science, Vol. 01 Issue-07, pp 9-16. 

18. K.Saravanan and Dr. K. MuthuLakshmi (2017), “Tax Saving Instruments of Income Tax in 
India: A Study on Tax Assessee in Trichy City”, International Journal of Trend in 
Scientific Research and Development, ISSN 2456-6470, Vol-5 Issue-5, July-August, pp 
1258-1265. 

19. Kafeel Ahmed(2017): “A Study on Investor Investment objectives for investing in Volatile 
Market”, Asian Journal of Research in Social Sciences and Humanities, ISSN 2249-7315, 
Vol. 7, No.7, July 17, pp 411-425. 

20. Kalkundrikar Anil B. and Shaikh Arifur Rehman H. (2011). “Impact of Demographic 
Factors On retail Investors Investment Decisions – An Exploratory Study” Indian Journal 
of Finance Sept., 2011.Vo.5, No.1,PP35-44 

21. Mahesh Daru (2016), “Investment opportunities for investors in the current scenario”,  
International Journal of Research in IT and Management (IJRIM), ISSN(0) 2231-4334, 
Vol.6, Issue 9, Sept. 16,  pp 56-60 

22. Manish Mittal and R K Vyas, (2008), “Demographics and Investment Choice among 
Indian Investors”, Review of Business and Technology Research, 3 (1), pp 51-65 

23. Manjunath S. Awalakki (2015), “A Study on Investment Patterns and Awareness of 
Salaried Class Investors”, International Journal of Scientific Research, Vol.  4, Issue- 8, 
ISSN No 2277 – 8179, pp 348-350. 

24. Manjunath. S. Awalakki (2015). ‘A Study on Investment Patterns and Awareness of 
Salaried Class Investors” IJSR - International Journal of Scientific Research Volume: 4 | 
Issue: 8 | ISSN No 2277 – 8179. 

25. Meenu Baliyan and Dr. Girish Jain (2016), “Determinants of Saving and Investment of 
Households: A Study Of NCR”, International Journal of Innovative Research and 
Advanced Studies (IJIRAS) Volume 3 Issue 7, June, pp 222-229. 

26. Mehta Sushil Kumar and Aggarwal Neha (2011), ‘The Effect of Demographics on 
Investment Choice: An Empirical Study of Investor in Jammu’, Indian Journal of Finance. 
Oct., 2011.Vol.5, No.10, PP 43-55. 

27. Mehta Sushil Kumar and Aggarwal Neha (2011). “The Effect of Demographics on 
Investment Choice: An Empirical Study of Investor in Jammu” Indian Journal of Finance. 
Oct., 2011.Vol.5,No.10,PP 43-55 

28. Mohd Rizal Palil (2013), ‘The Perception of Tax Payers on Tax Knowledge and Tax 
Education with Level of Tax Compliance: A Study the Influences of Religiosity’, ASEAN 
Journal of Economics, Management and Accounting 1 (1) ISSN 2338-9710. 

29. Ms Bhoomi Patel and Dr Vasudev Modi (2017), “Impact of Demographic Factors on 
Investment Decision: an empirical study from South Gujarat Region”, International Journal 
of Latest Engineering and Management Research (IJLEMR) ISSN 2455-4847, Volume 02 - 
Issue 12 December,  PP. 31-38 



 

 

 

168 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

30. N. Yesodha Devi & V. S. Kanchana (2008), “A Study on Investment Behaviors of Salaried 
Persons in Coimbatore City”, SMART Journal of Business Management Studies, Vol.4, 
No-1, January –June, pp. 47-58. 

31. Nidhi Bansal1 and Nazia Hassan (2019), “An Insight into Factors Influencing Investment 
Behaviour of Individuals: With Reference To Delhi/NCR, India”, International Journal of 
Research in Engineering, IT and Social Sciences, ISSN 2250-0588, Volume 9, Special 
Issue, 4th National Conference on Recent Trends in Humanities, Technology, Management 
& Social Development (RTHTMS 2K19); KIET School Of Management, Ghaziabad, UP, 
India. 

32. Pande Priyanka (2014). “A Study of Saving and Investment Pattern of Investors” (Special 
reference of Haridwar Distirict. Indian Streams Research Journal. ISSN 2230-7850. Vol.4 
(issue-4) May 2014. 

33. Payal Garg (2012): “Tax Planning measures adopted by individual assesses of Agra”, 
Journal of Accounting and Finance, volume 26, No.1, oct. 11 –Mar 12, P83-95. 

34. Pratibha Chaurasia (2017): “A study of investment objectives of Investors”,  International 
Journal of Research in Finance and Marketing (IJRFM), ISSN(0) 2231-5985, Vol.7 Issue 6 
, June-17, pp 131-142. 

35. Rajitha Nair (2013): “Investment in Tax Saving Schemes by Salaried Class”, Journal of 
Commerce and Management Thought IV – 2, ISSN 0975-623X(Print) 0976-478X 
(Online), Volume-4, Issue-2 (April-Jun). 

36. Rajiv Kaushik (2012), “Assessment of Individual Income Tax, Tax Planning and Saving in 
India”, International Journal of Computational Engineering & Management, Vol. 15 Issue 
4, July, ISSN (Online): 2230-7893, pp 97-103. 

37. Rastogi Chari (2013). “An Empirical Study of Saving Pattern and Investment Preferences 
of Individual Household with reference to Pune City” ASM’s International E-Journal of 
Ongoing Research in Management and IT. INCON13-Fin-042., e-ISSN-2320-0065 

38. S. Balamurugan (2017) “A study on investors attitude towards selected investment avenues 
among professional women’s”,  SAARJ Journal on Banking & Insurance Research, ISSN 
2319-1422, Vol. 6, Issue 2, Mar. 17 

39. S.Bhagavathis(2014), “A study on investment planning of non-institutional investors in 
panagudi region”,  International Journal of Physical and Social Sciences, ISSN: 2249-5894, 
vol.4, Issue 9, Sept. 14.PP64-80. 

40. S.Umamaheshwari (2014), “A Special Study on Coimbatore based salaried investors 
awareness, attitude, expectation and satisfaction over their investments”, International 
Journal of Research in Business Management, ISSN(E): 2321-886X;ISSN(P): 2347-
4572,Volume 2, Issue 8, P49-58 

41. Sachin Varadkar (2017): Times of India, an investor education initiative, dated 21st Mar. 
17. 

42. Samudra and Burgate M.A. (2012), “A Study of Investment Behavior of Middle Class 
Households in Nagpur’, International Journal of Social Sciences and Interdisciplinary 
Research, Vol. 1, No. 5, pp 43-54. 



 

 

 

169 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

43. Sanjeeb Kumar Dey (2015): “Awareness and Practices of Tax Planning by Salaried 
Employees: A Case Study of Lecturers in Odisha”, Indian Journals.com, IP-
210.212.129.125 dated 10 Mar 2017, Volume 15, Issue 2, April-June, 2015, pp 150-159 

44. Sanjeev Kumar (2016): “Awareness of Tax Saving Schemes among individual assesses: 
Empirical Evidence from Twin City of Odisha”, Journal of Commerce & Management 
Thought, Vol.7-4, 2016, IP- 210.212.129.125on dated 10mar17, pp 668-692. 

45. Sanket L. Charkha and Dr. Jagdeesh R. Lanjekar (2018), “A Study of Saving and 
Investment Pattern of Salaried Class People with Special Reference to Pune City (India)” 
Conference Paper: IJMER, At Mumbai, Maharashtra India. Retrieved from 
https://www.researchgate.net/publication. 

46. Savita and Lokesh Gautam (2013), “Income Tax Planning; A study of Tax Saving 
Instruments”, International Journal of Management and Social Science Research, Vol.-2 
May 5, ISSN-2319-4421, pp 83-91. 

47. Siddheshwar T. Gadade (2011): “Tax Planning Through Home and Home Loan”, Journal 
of Accounting and Finance, Volume 25, No.2, Oct. 11- Mar. 12, pp 67-76. 

48. Sonali patil & Kalpana Nandawar, (2014), ‘A study on preferred investment avenues 
among salaried people with reference to Pune, India’, Journal of Economics and finance, 
ISSN 2321-5933, vol. 5, Issue. 

49. Sonali Patil and Dr. Kalpana Nandawar (2014), “A Study on Preferred Investment Avenues 
among Salaried People With Reference To Pune, India”, IOSR Journal of Economics and 
Finance (IOSR-JEF) e-ISSN: 2321-5933, p-ISSN: 2321-5925.Volume 5, Issue 2, PP 09-17 

50. Suganya V. (2015), “A Study On the Awareness of Tax Planning Measures Among Private 
Sector Employees in Madurai City”, International Journal of Multidisciplinary Research 
Review, Vol.1, Issue – 9, E- ISSN –2395-1885. 

51. Sunil Gupta (2008), “Investment pattern among different groups in Shimla”, Journal of 
Management Research, Vol. 2, Issue No. 9, pp.15-18. 

52. Suresh Mittal (2017): “Demographic factors and investment pattern of households in 
Haryana”, Asian Journal Management, ISSN 0976-495X (print), 2321-5763 (online) 8(2), 
April-June 17. Pp331-336 

53. Suresh Surana (2011), “Know the difference between tax planning and tax avoidance”, 
Economic Times, September 13, 

54. Tarika Singh ( 2015): “Developing relationship between tax structure, pension funds and 
economic growth in OECE Nations”, Indian Journals.com., JIMS, July-Sept. 15, DOI No. 
105958/0973-9343.2015.00023.X. 

55. V.K.Thomas (2005), “Tax Saving Avenues to the Salaried Class”, Southern Economist, 
March 15, pp. 31-32. 

56. Vito Tanzi & Howell Zee (2001),”Tax Policy for Developing Countries”, IMF, Retrieved 
from https://www.imf.org/external/ pubs/ft./issues/ issues 27/ 

57. William H Hoffman (2013): “The theory of Tax Planning”, American Accounting 
Association, Volume 36, No.2 Apr. 1961, pp 274-281. 

58. Zabiulla (2013) : “Investor’s attitude towards investments in equity shares”,  Journal of 
Accounting and Finance, Volume 27, No.1, Oct. –Mar. 2013, PP100-110 



 

 

 

170 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

WEBSITES 

1. www.caclubindia.com. 

2. www.emoderators.com. 

3. www.incometaxindia.gov.in 

4. www.TaxIndiaUpdates.In 

 

 

 



 

 

 

171 

 

Dr. Renuka Ekanath Walunj ISBN: 978-81-952196-5-0 

Investment and Tax Planning of the Middle Income Group Employees 

LIST OF ABBRIVIATIONS 

 AGTI : Adjusted Gross Total Income 

 AY : Assessment Year 

 CBDT : Central Board of Direct Tax 

 ELSS : Equity Linked Savings Scheme 

 EPF : Employee Provident Fund 

 FD : Fixed Deposits 

 FY : Financial Year 

 GIC : General Insurance Corporation 

 HDFC : The Housing Development Finance Corporation 

 HRA : House Rent Allowance 

 HSC : Higher Secondary School Certificate. 

 HUF : Hindu Undivided Family 

 ICICI : Industrial Credit and Investment Corporation 

 IRDAI : Insurance Regulatory and Development Authority of India 

 LIC : Life Insurance Corporation 

 MF : Mutual Fund 

 NAV : Net Asset Value 

 NPS : National Pension System 

 NSC : National Savings Certificates 

 NSS : National Savings Schemes 

 PPF : Public Provident Fund 

 RBI : Reserve Bank of India 

 SCSS : Senior Citizen Savings Scheme 

 SSS : Sukanya Samriddhi Scheme 

 TV : Television 

 UTI : Unit Trust of India 
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APPENDIX I 

Name List of Banks and Insurance Organizations Selected 

Sr. No. Name of the Banks 

1 Bank of Maharashtra 

2 State Bank of India 

3 Bank of India 

4 Canara Bank 

5 Bank of Baroda 

6 Central Bank of India 

7 Corporation Bank 

 

Sr. No. Name of the  Insurance Companies 

1 Life Insurance Corporation of India 

2 The New India Assurance Company Limited 

3 United India Insurance Company Limited 

4 General Insurance Corporation of India 
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