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Abstract: -

Environmental, social, and economic sustainability are the three pillars of sustainable development
(Epstein, 2018). Sound financial planning is critical for a financially resilient future of Indian households.
The personal financial planning process identifies both long-term and short-term financial goals and
objectives of individuals and creates strategies for achieving them. With the help of existing literature, the
study will comprehend the significance of personal financial planning for a sustainable future. The study
highlights how financial planning allows individuals to gain maximum from their income and thus improve
their standard of living. Additionally, it helps us to understand that planned finances help, individuals to
fulfill their needs at different stages of their lives, like owning a car or a house, retirement, and estate
planning. When personal funds are well managed, it promotes sustainable development and raises a person's
standard of living. The study also discusses how financial planning is helping Indian households to
overcome a hard time of the covid pandemic.
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INTRODUCTION

1.1. OVERVIEW

In a 1987 Bruntland Commission report, sustainable development was described as "development that
meets the present needs without compromising the capacity of future generations to meet their own needs."
Sustainability refers to the management of natural ecosystems in ways that meet human development goals
by preserving the ability of the environment to provide natural resources and ecosystem services the
economy and society rely on. In the future, society should achieve a state where the living conditions and
resources available are used to meet human needs without undermining the integrity of natural systems.
Sustainable development involves four dimensions, including culture, economy, the environment, and
society. Sustainable development is a paradigm in which environmental, societal, and economic
considerations are balanced in the pursuit of improved quality of life.

In 2015, the United Nations (UN) given 17 Sustainable development goals for the smooth development of
all economies and nations. The 17 SGDs are:
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No Poverty
Zero Hunger
Good Health and Well-being
Quality Education
Gender Equality
Clean Water and Sanitation
Affordable and Clean Energy
Decent Work and Economic Growth
Industry, Innovation, and Infrastructure
. Reducing Inequality
. Sustainable Cities and Communities
. Responsible Consumption and Production
. Climate Action
. Life Below Water
. Life On Land
. Peace, Justice, and Strong Institutions
. Partnerships for the Goals.
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These goals act like guidelines for the nation to work towards sustainable development.
1.2.PERSONAL FINANCIAL PLANNING (PFP)

It refers to the systematic planning of an individual’s finances and is a process of proper management of
household earning, spending, and saving. The PFP helps in achieving the financial both long-term and
short-term goals of the individual.

It refers to the careful planning and execution of well-coordinated strategies to meet financial goals. Savings
and investments made today should be in line with long-term objectives. Every person should have a
financial plan in place. Every individual should begin planning for his or her future as soon as possible after
starting his or her first work. The process of achieving life's objectives through sound financial
management. Buying a home, paying for a child's education, and planning for retirement are all examples
of life objectives. Money management and investment are only a small part of personal finance. It also
includes bringing together all aspects of your financial life; it entails rescuing people from financial
illiteracy. It's similar to planning a vacation. Managing personal finances means forming a plan for making
the best use of limited time and money. Financial planning has several advantages, including the ability to
be more specific about various goals in one's life, spending intelligently, and improving one's level of living,
among others. When it comes to financial planning, macroeconomic considerations such as the business
cycle, inflation, and so on must be taken into account. The Income Statement, Balance Sheet, and Budget
are the financial statements in the PFP.

Principles of Good Personal Financial Planning are: -

1. Make Saving a Habit: Saving should always be a habit, it should be made on regular basis,
many households think that the saving is made only when the income is more than the expenses
or to invest only if the money is left out at the end of the month. Well-planned saving based on
some percentage of income helps in building log term corpus and achieve various financial
goals.

3243



The emerging needs of Personal Financial Planning for sustainable development of Indian households.

2. Maintain a Personal Diary: Maintaining a personal Diary always helps in recording all the
dues dates of various investments on a monthly and yearly basis. This habit helps in evaluating
the net worth. Diary must have the record of expense due dates of payment of installments and
interest so that at the beginning of the month appropriate action can be taken and expenses can
be checked on.

3. Prepare a Budget: Budget preparation is an activity that helps in planning the monthly and
annual expenses. It helps in controlling the expenses and also gives a picture of net estimated
savings for investment planning.

4. Have Separate Files for Various Important Items: Important documents like Income tax,
house property, bills and receipts of assets purchased, statement of account of Savings
Accounts, Demat account statements, all guarantee/warranty cards of assets acquired, and so
on should all be preserved in a separate file.

5. Diversify Your Investments: One must not put all of your money into a single asset, such as
bank deposits, stocks and bonds, real estate, gold, and so on. It is always advised to diversify
assets so that total risk is spread out. Portfolio management helps in reducing the risk.

The 6-step process of PFP is:

review your

Step 6:
Periodically
plan

Figure 1 PFP Process

Step 1: Identify your current financial situation: A sound financial plan begins with a thorough
assessment of one's existing financial situation. By answering a few questions such as: How much
money do you have? How much money do you have to spend? What is the method for allocating
one's spending? An individual's entire financial picture is affected by how much debt he or she has,
which necessitates diligent spending tracking.

Step 2: Identify your goals: A phone, a trip, a wedding, or a property are all examples of financial
objectives. Individuals must save for education and retirement in various countries. Before setting
out, people should have a clear idea of their destination. Individuals should calculate how much
time they will need to complete a financial objective in addition to identifying it and assigning a
price to it. Every goal has its time axis ranging from weeks to many years. (Magnarelli, 2011) Goals
can be long-term and short term both like an individual’s goal can be to have a certain amount of
und in the bank at the time of retirement as a long term. The Goal must be SMART Goals.
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Step 3: Identify financial gaps: In this step, steps 1 and step 2 are compared and the gaps are the
highlight. The plans and strategy are made for fulfilling this gap, that’s why PFP is also known as
the bridge which acts as a gap between what you are and what you want to have.

Step 4: Prepare your financial plan: A good financial plan is well-designed and aligned with
one's objectives. Flexibility, liquidity, protection, and taxation should all be considered. A good
financial plan should include enough insurance to protect you from financial ruin. 2011
(Magnarelli). Individuals should consider the following questions while preparing their financial
strategy; Do | have enough cash on hand in case of an emergency? Is it possible for me to meet my
financial responsibilities, such as my mortgage and credit card bills? Do | save as much as | think
I will? The month's living costs covered ratio can indicate how long one can exist if all of one's
current assets are lost.

Step 5: Implement your financial plan: A financial strategy resembles a map rather than a goal.
It's a tool that leads to the desired outcome. It is critical to stick to the plan. Throughout the journey,
one should keep track of his income and expenses while keeping the long-term goal in mind. He
can renew the path to the ultimate destination based on the changes that occurred throughout the
voyage.

Step 6: Periodically review your plan: In this step of the personal financial planning process the
plans implemented are reviewed to check whether the plan is given the expected results or not. This
step also helps in take corrective action if need so that the desired personal financial goal can easily
be achieved.

1.3. AVENUES IN WHICH INVESTMENTS ARE MADE FOR PERSONAL FINANCIAL PLANNING

The investment avenues depend on many factors like period for investment (lock-in period), Expected rate
of return, the purpose of investment, etc., The investment avenues commonly used in India include Senior
citizen saving account, Pubic provident fund, Fixed Deposits, Life insurance, Mutual Funds, Stock, etc.

14.LINK BETWEEN HOUSEHOLD’S SUSTAINABLE DEVELOPMENT AND PERSONAL
FINANCIAL PLANNING

The development which helps to meet the present needs without compromising the ability to meet the needs
of future generations is known as sustainable development.

The points which are considered for the sustainable development for Indian households for this study is to
have:

e Better standard of living in future, without compromising today's need: - PFP increases
the net worth of an individual. An individual's net worth is the value that is left after
subtracting liabilities from assets. Investments or saving and direct relationship with the
net worth i.e., when the savings or investment of an individual increase the overall net
worth also increases and vice versa.

e Saving for retirement, without compromising today's need: Individuals have long-term
systematic saving schemes so that they can have steady income at or after retirement.
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o Accomplishing all long-term goals, without compromising today's needs: personal goals
like buying a new house or a long international vacation can be panned with the help of

PFP

¢ Planning for Contingency situations like a Job layoff, work without salary or with
minimum salary in a situation like covid 19, etc. financial planning takes into account not
only the individual’s needs but also his entire family members. Financial planning in the
form of obtaining insurance protects the family in times of distress (death or disability).

Sustainable
Proper Increasing Net Accomplshment ai '~ Development
management of | worth and saving of Goais{Long term ! Indian
Individual Finances - ‘ induwvial - and short term | of hold

4 'Y
h | v

Elements of
Personal Financisl
Panning
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Better standard of living in future
Saving for the retirement
Accompishing all long-term goals
Panning for Contimgency situation

Figure 2. The link between household’s sustainable development and personal financial planning

RESEARCH METHODOLOGY

The research is based on the secondary data and observations, on the existing knowledge which includes
other research papers, blogs, and reports. The conclusions are drawn to link the relationship between
variables that is sustainable development and personal financial planning from the already existing

literature.

FINDINGS: EMERGING NEED FOR PERSONAL FINANCIAL PLANNING

Figure 3: The emerging need for personal financial planning
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There are many benefits/ advantages/ needs of Personal Financial planning few of them are discussed

below:

Defining Financial Goals- PFP helps an individual to set the goals based on time as short term,
medium-term and long-term goals, the goal should be SMART. Where: S= Specific, M=
Measurable, A= Achievable, R= Realistic and T= Time-bound. These goals help them to do proper
planning of limited money or saving and enable them to achieve them with ease.

Income Management- PFP helps to manage income more effectively through a defined plan.
Creating a budget is one of the ways to manage income. Preparing a budget and evaluating it
periodically will help individuals to identify unnecessary expenses, respond rapidly to changes in
their financial situation, and meet their financial goals.

Measuring progress on your goals- Having a personal financial plan will help maintain discipline
towards maintaining within set targets and thus achieving the set goals.

Financial Understanding- Through a financial plan, households are in a better position to
understand financials through the set measurable financial goals and the effects of decisions made.
One can lose control over their financial lives if they do not plan financially. Financial planning
can help one improve their budget and financial lifestyle.

Retirement planning- To enjoy a happy and comfortable retired life, individuals or young adults
need to start building safety by proper planning. Planning at an early stage in life can help secure
the future against financial uncertainties. Investing at an early age and taking advantage of
compounding allows one to build a large enough corpus over the next 25-30 years by investing a
lesser amount.

Emergencies- It is always good to have some investments with high liquidity that can be utilized
in times of emergency. During the covid, many households survived the pandemic with past
savings.

Child’s education- As the cost of education grows, not only in India but there are many countries
around the world. Therefore, it is necessary to start planning for your child's education from the
moment they are born. Investing in long-term investment options can help to achieve this goal.
Saving tax- By planning taxes, we can identify the best avenues to invest one’s money and reduce
taxable income. Mutual funds provide a tax-efficient avenue for investing for life goals.

CONCLUSION

A sustainable life of an individual can be achieved with the proper personal financial planning, with the
help of personal goal identification and setting, retirement planning, child education, tax planning, estate
planning, etc., Many individuals during the contingency situation like Covid, survived the pandemic with
the past savings and investments. PFP helps in increase the wealth of individual, better investment which
increase the net rate of earnings and helps in fulling the above-discussed parameters of sustainable
development. The proper management of finance helps in increases the saving and investment and reduces
the credit/ borrowing.

3247



The emerging needs of Personal Financial Planning for sustainable development of Indian households.

REFERENCES

[1] Ronald P. Volpea , Haiyang Chenb,*, Sheen Liua, 2006, An analysis of the importance of personal
finance topics and the level of knowledge possessed by working adults

[2] Martin Nissenbaum Barbara J. Raasch Charles L. Ratner , Ernst & Young’s Personal Financial
Planning Guide Fifth Edition Revised & Fully Updated

[3] Svetlana Kalyuginal , Wadim Strielkowski2 , Lev Ushvitsky3 , Elena Astachova4, 2015,
Sustainable And Secure Development: Facet Of Personal Financial Issues, JOURNAL OF
SECURITY AND SUSTAINABILITY ISSUES, http://dx.doi.org/10.9770/jssi.2015.5.2(14)

[4] Ronald P. Volpea , Haiyang Chenb,*, Sheen Liua , 2006, An analysis of the importance of personal
finance topics and the level of knowledge possessed by working adults

[5] Dr.M.V.Subha , P.Shanmugha Priya, 2015, The Emerging Role of Financial Literacy Financial
Planning, JISET - International Journal of Innovative Science, Engineering & Technology, Vol. 1
Issue 5.

[6] Tahira K. Hira, 2009, Personal Finance: Past, Present and Future, NFI.

[7] Huang, L.S. (2016) Personal Financial Planning for College Graduates. Technology and
Investment, 7,123-134. http://dx.doi.org/10.4236/ti.2016.73014.

[8] Paul Gerrans, Craig Speelman & Guillermo Campitelli, 2014, The Relationship Between Personal
Financial Wellness and Financial Wellbeing: A Structural Equation Modelling Approach, Journal
of Family and Economic Issues, https://doi.org/10.1111/fcsr.12100.

[9] Daiva Gedminiené, Audra Visockaité, 2016, The importance of personal finance for investment
and applying financial behaviour principles in personal finance investment decisions in Lithuania,
Socialiniy moksly studijos.

[10] Hassan Al-Tamimi, H.A. and Anood Bin Kalli, A. (2009), "Financial literacy and
investment decisions of UAE investors", Journal of Risk Finance, Vol. 10 No. 5, pp. 500-516.
https://doi.org/10.1108/15265940911001402

[11] ET Garman, R Forgue — 2014, Personal finance 12 e (book), CENGAGE Laerning.

[12] Marzieh Kalantarie Taft, Zare Zardeini Hosein, Seyyed Mohammad Tabatabaei Mehrizi &
Abdoreza Roshan, 2013, The Relation between Financial Literacy, Financial Wellbeing and
Financial ~ Concerns, International ~ Journal ~ of  Business and  Management,
doi:10.5539/ijbm.v8n11p63

[13] Vinod Krishna M. U, Dr. Ruchi Gupta,and Dr. U.N. Lakshman, 2019, Effect of Financial
Literacy on Personal Financial Planning: a Study of Bengaluru City, International Journal of
Business and Management Invention (1JBMI).

[14] Matewos Kebede, Dr. Navkiran jit Dalhual Kaur, Dr. Jasmeen Deep Kaur (Associate
Professor), Financial Literacy and Management of Personal Finance: A Review of Recent
Literatures, Research Journal of Finance and Accounting, www.iiste.org, ISSN 2222-1697 (Paper)
ISSN 2222-2847 (Online), Vol.6, No.13, 201.

[15] Dr. M.V.Subha, P.Shanmugha Priya, The Emerging Role of Financial Literacy Financial
Planning, JISET - International Journal of Innovative Science, Engineering & Technology, 2014,
Vol. 1 Issue 5, ISSN 2348 — 7968.

[16] Volpe, R. P., Kotel, J. E., & Chen, H. (2002). A survey of investment literacy among online
investors. Financial Counseling and Planning, 13, 1-13

3248


http://dx.doi.org/10.9770/jssi.2015.5.2(14)
http://dx.doi.org/10.4236/ti.2016.73014
https://doi.org/10.1111/fcsr.12100
https://doi.org/10.1108/15265940911001402
http://www.iiste.org/

Aditi Mathur?, Sankersan Sarkar?

[17] Marwan Mohamed Abdeldayem, 2016, Is There a Relationship between Financial literacy
and Investment Decisions in the Kingdom of Bahrain?, Journal of management and accounting
studies, DOI: https://doi.org/10.24200/jmas.vol4iss02pp68-78.

[18] Richey, R.C., & Klein, J.D. (2007). Design and Development Research: Methods,
Strategies, and Issues (1st ed.). Routledge. https://doi.org/10.4324/9780203826034
[19] K Koti, 2019, Fnancial literacy and its impact on the investment decisions of working

women, Humanities & Social Sciences Reviews elSSN: 2395-6518, Vol 7, No 6, 2019, pp 554-
561 https://doi.org/10.18510/hssr.2019.7686

[20] Agarwal, P., kureel, R.C., and Yadav, S. A Study on Future Plan for Increasing Financial
Literacy among People”, Global Journal of Financial and Management, Vol. 9, Issue 1, pp.29-38,
2017

3249


https://doi.org/10.24200/jmas.vol4iss02pp68-78
https://doi.org/10.4324/9780203826034
https://doi.org/10.18510/hssr.2019.7686

