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Abstract 

This research explores the tax planning practices of business organizations on Baglung, Nepal, utilizing a causal-

comparative research design. Employing a structured questionnaire with a Likert scale ranging from 1 (strongly 

disagree) to 5 (strongly agree), primary data was collected to investigates the impact of strategic tax planning, project 

tax planning, and action tax planning on overall tax planning. Additionally, the research explores the tax planning 

components and the overall tax planning effectiveness. It employed a primary data collection method through a well-

structured questionnaire. A causal research design was adopted to examine the cause-and-effect relationship between 

independent variables (strategic tax planning, project tax planning, and action tax planning) and the dependent variable 

(tax planning). The results indicate a significant impact of strategic tax planning, project tax planning, and action tax 

planning on the overall tax planning effectiveness in business organization on Baglung. These findings contribute to 

the existing literature by providing insights into the specific tax planning practices that can enhance overall tax planning 

effectiveness in business organizations. The insights gained from this research contribute to the understanding of tax 

planning dynamics in the context of business organization on Baglung, Nepal. The implications of these findings can 

guide policymakers, tax professionals, and SMOs in enhancing their tax planning strategies, thereby fostering 

sustainable growth and compliance in the local business environment. 
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Introduction 

Tax planning is a contentious issue due to its critical role for both governments and businesses. Governments 

rely on taxes to fund their operations, while businesses use tax planning to manage and control their cash flows. 

Governments aim to maximize tax revenue, whereas businesses seek to minimize their tax payments. This disparity 

between the tax’s businesses want to pay and what governments expect creates an inherent conflict, positioning them 

on opposite sides (Soetan & Oyetunji, 2018). 

Every government must spend substantial funds to fulfill its responsibilities to the public, which include 

development projects, daily administration, maintaining peace and security, and launching public welfare initiatives. 

Taxes, a major source of revenue, are compulsory levies imposed on individuals and institutions according to prevailing 

laws. In today's context, governments have taken on numerous roles such as economic and social transformation, 

security, national image enhancement, development, and resource utilization. To meet these extensive responsibilities, 

significant public expenditure is required, necessitating substantial public revenue. Taxes are the primary source of this 

revenue and act as a powerful tool to promote socio-economic transformation and national cohesion. According to 

Dalton (1971), taxes influence growth and development by redistributing resources. Thus, taxes are the backbone of 

government operations, essential for funding public services, driving development, and maintaining social and 

economic stability. 

Kreitner (1980) described planning as a method of managing uncertainty by devising future actions to achieve 

specific outcomes. According to Griffin (2005), organizations create various types of plans, including strategic, tactical, 

and operational plans. Tax planning has garnered significant attention in both the business and academic worlds, as it 

involves creating comprehensive tax operation schemes through careful planning of tax-related activities (Yuan & Xu, 

2015). It entails arranging financial activities to maximize tax benefits by utilizing all advantageous provisions in tax 

laws. This allows taxpayers to take advantage of exemptions, deductions, rebates, and reliefs, thereby minimizing their 

tax liabilities (Mansuri & Dalvadi, 2012). 

Tax planning involves a logical analysis of a financial situation or plan from a tax perspective to align financial 

goals with tax efficiency. Its purpose is to achieve all elements of a financial plan in the most tax-efficient way possible. 

By minimizing tax liability, tax planning enables the various components of a financial plan to interact more effectively. 

According to Blessy (2019), tax planning should not aim to defraud the revenue; even if all transactions are legally 

correct, they should not be structured to deceive the revenue. The goal of tax planning is to maximize cash inflow and 

minimize cash outflow. 

Mucai et al. (2014) conducted research on tax planning and the financial outcomes of small-scale enterprises 

in Kenya. The study aimed to assess several aspects: the impact of capital expenditure on tax planning, how tax planning 

via capital structure affects small enterprise performance, the influence of tax planning through advertising expenditures 

on performance, and the effects of tax planning through legal business forms in Embu CBD. The research involved a 

total population of one hundred and forty-nine respondents, from which a sample representing 30% was selected from 

each stratum. Variables examined included investment in capital structure, advertising expenses, and demographic 

factors. 

Mansuri and Dalvadi (2012) conducted a study on tax awareness and tax planning among individual taxpayers. 

The research aimed to assess the level of awareness of tax laws among a specific group of taxpayers and to understand 

their practices in tax planning. The study utilized convenient sampling to select 100 individual taxpayers, ensuring 

representation from various categories such as university teachers, chartered accountants, accountants, employees of 

companies, and other professionals, with at least 20 respondents from each category. The variables examined in the 

study included penalty and interest charges, advance payment tax practices, knowledge of tax loopholes, understanding 

of tax exemptions, and residential status considerations. The research provided insights into how these variables 
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influenced tax planning behaviors and compliance among individual taxpayers, highlighting the importance of 

awareness and knowledge in effective tax management strategies. 

Small and medium-sized organizations (SMOs) form a critical sector of the global economy, contributing 

significantly to economic growth, employment generation, and innovation (World Bank, 2019). In the context of 

Baglung, a region marked by a diverse economic landscape, the operational success of SMOs is of paramount 

importance. One crucial aspect influencing the financial health of SMOs is tax planning, a strategic process that involves 

managing financial affairs to optimize tax liabilities within the legal framework (CCH, 2018). While extensive research 

has been conducted on tax planning in large corporations, there is a notable gap in the literature concerning tax planning 

practices specifically tailored to the unique characteristics and challenges faced by business organization, especially in 

the context of Baglung. 

The need for effective tax planning in business organization cannot be overstated. Given the limited resources 

and heightened competition faced by these organizations, the implementation of tax planning practices becomes pivotal 

for their sustainability and growth (Ortiz-Molina & Phillips, 2018). However, understanding the specific dynamics of 

tax planning in the context of SMOs requires a nuanced exploration of distinct components such as strategic tax 

planning, project tax planning, and action tax planning. 

Baglung, a region characterized by its diverse economic activities ranging from agriculture to tourism, presents 

an intriguing backdrop for studying tax planning practices in business organization. The local economic conditions, 

coupled with the unique challenges faced by businesses in Baglung, necessitate a targeted examination of the tax 

planning landscape. This research seeks to address this gap by conducting a comprehensive assessment of tax planning 

practices in business organization in Baglung, focusing on the impact of strategic, project, and action tax planning on 

overall tax planning effectiveness. 

The study aims to shed light on the factors influencing tax planning practices in the region, with a specific focus 

on the mediating roles of knowledge and attitude. By delving into these nuanced aspects, the research aspires to provide 

valuable insights for practitioners, policymakers, and academics, contributing to the enhancement of tax planning 

strategies tailored to the needs of business organization in Baglung. The findings are anticipated to not only enrich the 

academic discourse on business organization tax planning but also offer practical implications for business leaders and 

policymakers striving to foster a conducive environment for business organization development in the region. 

Objectives of the Study 

The objective of this study is to understand tax planning practices and organizational compliance. The specific 

objectives of the study are to: 

i. Explore the relationship among strategic tax planning, project tax planning, and action tax planning on tax 

planning. 

ii. Analyze the impact of strategic tax planning, project tax planning, and action tax planning on tax planning. 

Revie of Literature 

Conceptual Perspectives 

The overall review has been crafted in line with the governing conceptual framework of the study with 

comprises of a select pool of conceptual constructs. For this works Pallavi and Anuradha (2017), Lestari and Wicaksono 

(2017), Al-Maghrebi et al. ( 2016) have been considered as the key sources for review. 

Pallavi and Anuradha (2017) emphasize that effective tax planning involves skillfully utilizing provisions and 

loopholes within direct tax laws to minimize tax obligations for taxpayers. A comprehensive understanding of tax 

principles and practices is crucial for applying these strategies effectively in practical scenarios. Tax planning can be 
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categorized into short-term and long-term strategies based on the benefits accrued by taxpayers. Lestari and Wicaksono 

(2017) argue that taxpayer awareness of timely tax payments significantly influences levels of tax compliance. 

Similarly, Antoa et al. (2021) and Pallavi and Anuradha (2017) stress that successful tax planning hinges on thorough 

familiarity with the provisions of the Income Tax Act, including allowances, deductions, and perquisites available to 

taxpayers. According to Al-Maghrebi et al. (2016), tax compliance poses a significant challenge for taxation authorities 

globally, affecting revenue collection in both developed and developing countries. Consequently, experts in academic 

and non-academic institutions are actively engaged in initiatives to enhance taxpayer compliance. These efforts aim to 

bolster tax revenue figures in national budgets by raising taxpayer awareness through tax education and knowledge 

dissemination. Transparency in public budget management, particularly concerning tax revenue allocation and 

expenditure, is also emphasized. 

Therefore, promoting taxp planning involves educating individuals about tax obligations, functions, and 

purposes. This education empowers taxpayers to make informed decisions and develop effective tax planning strategies. 

Ultimately, enhancing taxpayer awareness and compliance contributes to more efficient tax administration and greater 

fiscal sustainability at national levels. 

Related Policy Documents 

This presents with the depth review of related policies governing tax planning with specific focus on tax practice 

of taxpayer. The major emphasis has been placed on reviewing the underlying policy documents of outcomes of tax 

planning with focus on taxpayer awareness. The overall review has been taken with governing conceptual framework 

of the study. For this, the inputs were gathered from publications of Government of Nepal. 

Current discussions on policy reform in developing countries primarily focus on enhancing social service 

delivery, designing market-friendly economic institutions, improving the effectiveness of poverty reduction programs, 

and the implications of trade and market liberalization. However, there is limited explicit discourse on tax reform and 

the imperative to establish modern income tax systems in these nations (Piketty & Quin, 2010). According to the 

Constituent Assembly Secretariat (2015), taxes are strictly regulated and can only be imposed and collected in 

adherence to established laws. The Government of Nepal (2002) specifies that taxes are to be levied annually on 

individuals and collected according to the provisions outlined in the legislation. 

The Income Tax Act, 2058 incorporates several key features, including the consolidation of all tax-related matters 

for streamlined administration, a broad tax base to ensure inclusivity, provisions for deduction of relevant expenses, 

encouragement for pollution control and research and development initiatives, a block-based depreciation system, 

flexibility through set-off and carry forward of losses, diverse methods of tax accounting, clear criteria for residential 

status determination, measures to minimize tax evasion, incentives through medical tax credits, a self-assessment 

mechanism, taxation of capital gains, provisions for fines and penalties, and the establishment of an appeal system for 

fair and accountable tax administration. These features collectively contribute to the Act's effectiveness in promoting 

fairness, transparency, and compliance in the taxation framework. 

Conceptual Framework of the Study 

Based on a comprehensive review of literature, the researcher has developed a conceptual framework to guide 

the study in a structured and objective manner, incorporating theoretical and conceptual insights gathered from various 

sources.  
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Figure 1 

 Conceptual framework of the study 

   Independent Variable                                   Dependent Variable 

 

 

 

 

 

 

As presented in figure 1, the overall construct of the present research has been crafted by a set of three 

independent variable that included 1 Strategic planning includes mode of capital, nature of business, residential status, 

place of business, utilization of resources 2 Project Planning includes productive investment, tax saving schemes, tax 

compliance, wealth maximization, income of entrepreneur 3 Action planning includes exemption and concession, tax 

rate, fine and penalties, tax collection , awareness as tax planning.  

Methodology 

Research Design 

In the context of this study, a causal-comparative research design was employed to investigate the impact of 

strategic tax planning, project tax planning, and action tax planning on tax planning in business organizations in 

Baglung.  

Population of the Study, Sampling Techniques and Sample Size Determination 

The study’s population consists of business organizations of Baglung District. Due to the unavailability of 

information regarding the population under investigation, the current researcher opted for a non-probability sampling 

approach to survey the unidentified population of entrepreneurs in the selected sectors of interest. Owner of business 

organization who are the taxpayers of Baglung, and have taxable liabilities according to prevailing act were selected as 

respondents. Telephone or cell phone numbers of each listed taxpayers were identified as the primary means of 

establishing contacts with them. It is part of convenience sampling and judgmental sampling, as suggested by Naderifar 

et al. (2017).  

The current research aimed to survey 450 participants, determined with a 95% confidence level and a 5% margin of 

error. The sample size calculation followed the formula commonly cited from Cochrane (1963, as referenced in Israel, 

1992), is given by 

𝑛 =
1.962×0.5×(1−0.5)

(0.05)2
   =384.16 sample size 

With a 5 percent margin of error, the adjusted sample size 384.16+15% of 384.16 =384+19.2 = 442  

 Consequently, the researcher utilized this methodology to arrive at a total of approximately 442 respondents for the 

present study. The researcher has taken 450 respondents as a sample for the study. It's crucial to recognize that smaller 

sample sizes raise the chances of Type II errors, where the null hypothesis is mistakenly accepted despite it being false 

(Rijal, 2022). Therefore, with a total sample size of 450 from the population in this survey, the conclusions drawn from 

Project Planning 

 

Tax planning 

 

Action planning 

 

Strategic planning 
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the sample can be generalized to the targeted population. 

Data Collection Instruments 

In this study, a printed questionnaire format was utilized for data collection. A survey, defined by Scheuren (2004, cited 

in Akala, 2012), is a research method that gathers data through standardized questionnaires or interviews from selected 

samples. The researcher employed standardized questionnaires to achieve this goal. 

Data Modeling Techniques  

In this study, the researcher utilized IBM SPSS and Excel for coding, editing, transcribing, refining, presenting, and 

analyzing data. 

Chi-Square Test 

A chi-squared test is a statistical method used to analyze categorical data by comparing observed and expected 

frequencies. It was introduced by Karl Pearson in 1900 and is often referred to as Pearson's chi-squared test. This test 

evaluates whether the observed data could reasonably have occurred under the assumption of a null hypothesis.  

Chi-Square Distribution 

When assuming the null hypothesis is true, the test statistic follows a chi-squared distribution, which is essential in chi-

squared tests to determine significant differences between expected and observed frequencies across categories or 

classes. This statistical tool assesses the independence of variables based on probability. 

Reliability Test 

For this study, internal consistency reliability was specifically evaluated using Cronbach’s alpha, a widely accepted 

statistic for estimating how well items on a questionnaire correlate with one another. Cronbach’s alpha assesses the 

extent to which the items within a scale or questionnaire measure the same construct consistently.  

Validity Test 

The research measures validity precisely what the research is intended to measure through research. The purpose of 

validity is to measure what it is supposed to measure (Nunnally and Bernstein, 1994). Validation of instruments is an 

integral part of research in validity tests. Various validation tools have been used in the research. This research uses 

construct validity and convergent validity. Validity refers to the degree to which a concept, conclusion, or measurement 

is sound and accurately reflects the real-world phenomenon it is intended to assess.  

Validity is beneficial as it guides the selection of appropriate tests, ensures the ethical and cost-effective use of methods, 

and ensures accurate measurement of the concept. 

Tools of Data Analysis 

The main objective of data analysis in this study is to investigate how government and non-government organizations 

influence entrepreneurship development in Baglung. Additionally, the study explores causal relationships between 

variables. 

Correlation Analysis 

This study utilizes a correlational research design to examine the relationships between pairs of variables, focusing on 

both the direction and strength of these relationships. Correlation analysis serves as the statistical method to assess how 

variables co-vary and to what extent they are associated. It employs the Pearson correlation coefficient, which ranges 

from -1 to +1, to quantify these associations. A correlation coefficient of -1 indicates a perfect negative relationship, 
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where variables move in exact opposite directions. Conversely, a coefficient of +1 signifies a perfect positive 

relationship, indicating variables move together in the same direction.  

Regression Analysis 

Linear regression analysis is a reliable statistical method that assesses the strength and direction of relationships between 

variables. It operates under the assumption of a linear or “straight line” relationship, implying a direct, proportional 

connection between the dependent variable and each predictor. 

Model Specification 

For this study, Model specification equation is 

Y= a+b1X1+b2X2+b3X3 +ei 

Where, 

Y= Tax Planning, X1= Strategic Planning , X2= Project Planning, X3= Action Planning, a= Constant, 

b1= Coefficient of Strategic Planning, b2=Coefficient of Project Planning, b3=Coefficient of Action Planning, ei=

 Error term 

 Result and discussion 

Correlation Analysis 

The table below displays the correlations between the dependent variable and independent variables. On the table, 

X1=STP = strategic planning, X2= PP= project planning, X3= AP= action planning, here, Y= Tax planning which is a 

dependent variable. 

Table 2 

 Correlation Analysis of total Respondents 

Constructs STP PP AP  TP 

Strategic Planning (STP) 1     

Project Planning (PP) .293** 1    

Action Planning (AP) .245** .559** 1   

Tax Planning (TP) .217** .360** .394**  1 

Source: SPSS 21 

Based on the correlation analysis of the variables shown in Table 2, it was noted that none of the pairs of 

independent variables exhibited Pearson correlation coefficients exceeding ±0.7, indicating no significant issue with 

multicollinearity. Therefore, conducting a collinearity diagnosis for each independent variable was deemed 

unnecessary. 

From the table 2, the correlation coefficient between Strategic tax planning and Tax planning was 0.217. 

Similarly, the corresponding p-value was 0.000, which is less than the level of significance (α) = 0.05. This means that 

strategic tax planning has positive and significant relationship with tax planning (r = 0.217, p = 0.000 < 0.01). This can 

be further interpreted as an increase in strategic tax planning which would improve the tax planning as a whole. 

Similarly, the correlation coefficient between Project planning and Tax planning was 0.360, for which the 

corresponding p-value was 0.000. This value is less than the level of significance (α) i.e. 0.05. Therefore, project 

planning has positive & significant relationship with tax planning (r = 0.360, p = 0.000 < 0.01). 

Likewise, the third variable is Action Planning, where the correlation coefficient between Action Planning and 
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Tax planning was 0.394. On that note, the corresponding p-value was 0.000, which is less than the level of significance 

(α) of 0.05. This shows that action planning has a positive as well significant relationship with tax planning (r = 0.394, 

p = 0.000 < 0.01). This can be further interpreted as an increase in action planning would improve the tax planning.  

KMO and Bartlett’s Test 

Table 3 

KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampling 

Adequacy. 
  0.862 

Bartlett's Test of Sphericity Approx. Chi-Square 9294.819 

 Df 210 

  Sig. 0 

Source: SPSS 21 

Table 3 depicts about KMO and Bartlett’s test. The KMO value was recorded to be 0.862 which is more than 

0.60, meaning that the test is fit. The Bartlett’s test of Sphericity was found 9294.819 and its p-value was also seen to 

be 0.000, which is less than 0.01. Thus, the model is fit.  

Validity and Reliability Analysis  

Table 4. 
 Validity and Reliability Analysis  

Construct CR AVE MSV MaxR(H) PTP ATP STP TP  

PTP 0.97 0.868 0.124 0.98 0.931     

ATP 0.973 0.901 0.206 0.979 0.346 0.949    

STP 0.953 0.836 0.206 0.972 0.353 0.454 0.915   

TP 0.919 0.741 0.092 0.942 0.131 0.092 0.304 0.861  

          

              (Source: AMOS 22) 

Table 4. Validity and reliability were further assessed using average variance explained (AVE), composite 

reliability (CR), maximum shared variance (MSV), and average shared variance (ASV). Convergent validity was 

established with AVE values exceeding 0.5 and CR values surpassing 0.7. Additionally, MSV values were higher than 

ASV values. However, there were concerns regarding discriminant validity as indicated by the square root of AVE for 

each construct, which were higher than the correlation coefficients between constructs shown in the off-diagonal 

elements of Table 4.. This suggests potential overlap between constructs, warranting further examination to ensure 

distinctiveness among variables 

Test of Hypothesis 

This is focused on testing hypotheses developed for the study. Hypothesis testing is a methodical process used 

to determine whether the results of a research study support a specific theory that applies to a population. It involves 
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analyzing sample data to assess a hypothesis concerning the broader population. 

On that note, researchers have used regression analysis to calculate P-values in hypotheses testing using SPSS AMOS 

22. Each hypothesis undergoes individual testing and analysis using a dedicated statistical analysis system. For the 

purpose of identifying a relationship between dependent and independent variables in this study, three alternative 

hypotheses are considered. The Coefficients Table, obtained from regression analysis, is used to examine each 

hypothesis.  

The acceptance or rejection of a hypothesis depends on the statistical test results, which falls into the acceptance 

or rejection region. If the significance level is kept at 5%, and the p-value exceeds 0.05, the null hypothesis will be 

accepted. It signifies that there is no relationship or no effect, or no difference accordingly to the hypothesis formulated 

and the alternative hypothesis is valid. Based on correlation and multiple regression analysis, the significance values of 

each independent variable are presented in the table below. 

Table 5 

 Hypothesis Testing 

Path Estimate P Hypothesis  Remarks 

STP → TP 0.239 *** H1  Accepted 

PTP → TP 0.187 *** H2  Accepted 

ATP → TP 0.134 0.017 H3  Accepted 

(Source: AMOS 22) 

Discussions 

The discussion of the study focused on the research questions stated in chapter one of this study. 

Hypothesis 1 of this study stated that there is a significant impact of strategic planning on tax planning. The result is 

supported, which is consistent with past studies (Again, Gabrielli and Greco, 2023; Hanlon, & Heitzman, 2010; Desai, 

& Dharmapala, 2009; Dyreng et al., 2008). The findings of the study indicate that the strategic planning is a predictor 

of tax planning and has an impact on tax planning.  

Hypothesis 2 of this study stated that there is a significant impact of project planning on tax planning. The result 

is supported, which is consistent with past studies (Farida & Sugesti, 2023; Graham et al., 2012; Desai, & Dharmapala, 

2009). The findings of the study indicate that the project planning is a predictor of tax planning and has an impact on 

tax planning.  

Hypothesis 3 of this study stated that there is a significant impact of action planning on tax planning. The result 

is supported, which is consistent with past studies (Jelanti, 2023; Hanlon, & Heitzman, 2010; Desai, & Dharmapala, 

2009; Dyreng et al., 2008). The findings of the study indicate that the action planning is a predictor of tax planning and 

has an impact on tax planning.  

Conclusions and Implication 

In conclusion, the examination of tax planning practices on business organizations in Baglung, Nepal, has 

yielded insightful findings. The study demonstrated a substantial influence of strategic tax planning, project tax 

planning, and action tax planning on overall tax planning endeavors of these organizations. The results underscore the 
importance of carefully strategizing, planning projects, and taking timely actions in managing tax liabilities effectively. 



Ram Raja  Kandel                  Dhaulagiri Journal of Contemporary Issues    Vol. 3, Issue 1         2025        pp.     95-106    104 

 

 

This highlights the significance of not only implementing strategic tax measures but also fostering a conducive 
environment that encourages informed decision-making and positive attitudes toward tax planning initiatives. 

These findings offer valuable insights for practitioners, policymakers, and researchers alike, emphasizing the 

multifaceted nature of tax planning within the specific context of business organizations in Baglung. As organizations 
navigate the complex landscape of taxation, understanding the interconnectedness of strategic planning, project 

initiatives, and timely actions, becomes imperative for achieving sustainable and effective tax management. 

Promote Tax Planning Awareness: Encourage small and medium-sized organizations to prioritize strategic tax 
planning through resources and training for decision-makers. 

Integrate Project and Strategic Tax Planning: Align project-specific tax measures with broader tax goals for a cohesive 

and effective approach. 

Respond Proactively to Tax Changes: Emphasize timely adaptation to tax regulations, focusing on relevant 
incentives, credits, and deductions. 

Build a Tax-Aware Culture: Foster a culture that values tax knowledge and positive attitudes toward tax 

planning through continuous education. 

Regularly Assess Stakeholder Knowledge: Conduct assessments of stakeholders’ tax knowledge and attitudes 

to guide educational programs and reinforce positive tax practices. 

Encourage Cross-Department Collaboration: Promote a holistic tax strategy through cross-functional training that aligns 

tax planning with other organizational functions. 

Based on the compelling findings that emerged from the study on tax planning practices in small and medium-sized 

organizations in Baglung, Nepal, it is implicated to 
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