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[bookmark: _Toc224865838]1. Introduction
[bookmark: _Toc224865839]1.1 Background of the Study
Personal financial management is defined as the act of planning, organizing, controlling and watching over the financial resources in a systematic way to achieve financial goals as well as long-term economic stability. In modern day societies people face rising financial obligations, such as housing expenses, education costs, healthcare costs and retirement planning (Shi et al., 2025).
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Figure 1:Personal finance
(Source: Student)
Financial literacy and financial behaviour have a strong interrelationship with personal financial management practices. Those who hold a strong financial knowledge can be predisposed to take informed decisions based on evidence regarding budgeting, saving, and financial planning (Katnic et al., 2024)
Budgeting represents an essential part of personal financial management that allows tracking the inflows and outflows in a system and distributes the available resources in the most efficient way (Lulaj, 2024). The strictly drawn budget does not only help people to avoid unnecessary spending but also helps to lead a well-organised financial behaviour.  
The aspect of financial planning is a complementary concern that ensures that there is financial stability in the long term. It involves developing certain financial goals and coming up with measures to achieve the said goals with the use of investment, savings and allocation of resources. Proper implementation of financial planning can make them reduce the financial risk and optimise their future economic conditions (Paul et al., 2025).

[bookmark: _Toc224865840]1.2 Problem Statement / Research Gap
In recent years, the importance of personal financial management has grown due to rising living costs, economic fluctuations and the added financial responsibility that fall upon individuals (Katnic et al., 2024). Nevertheless, a significant percentage of people still experience an issue with the effective management of their personal finances. Erroneous financial decisions, poor budgeting, lack of saving and an unwillingness to create any systematic financial plans are often the cause of financial stress and years of financial instability. The monetary stress has an adverse effect on overall well-being, mental health and life satisfaction (Mamani-Benito et al., 2026).
Past studies have done a considerable analysis of financial literacy and its influence on financial health. The financial literacy helps to understand the financial concepts better and develop the ability of people to make informed choices related to their finances in a better way (Prakash et al., 2024). Nevertheless, financial knowledge does not always guarantee reducing to successful financial management practices. Financial literate people might also not act in realistic financial manners, such as budgeting, saving, and financial planning, in their daily financial practices (Prakash et al., 2024).
Furthermore, current literature mostly addresses financial literacy and financial well-being on a macro-based, high-level, but little is investigated how individual specific patterns of financial management can bring about financial stability at an individual level (Katnic et al., 2024). Therefore, there is a research gap on how all these financial management practises contribute to personal financial stability.

[bookmark: _Toc224865841]1.3 Research Aim
The aim of this study is to examine the importance of personal financial management by analysing the role of budgeting, savings, and financial planning in achieving financial stability.

[bookmark: _Toc224865842]1.4 Research Objectives
1.	To examine the importance of budgeting in managing personal finances.
2.	To analyse the role of savings in ensuring financial security.
3.	To identify the consequences of poor financial planning.

[bookmark: _Toc224865843]1.5 Research Questions 
1. Why is personal financial management important for individuals?
2. What are the key components of personal financial management?
3. How does budgeting contribute to effective personal financial management?

[bookmark: _Toc224865844]1.6 Significance of the Study
This research is important as it advances the understanding of fiscal administration practices like securing monetary dependability to individuals. By detailing the functions of budgeting, saving, and financial planning, the research provides empirical information about practice financial behaviours to strengthen financial well-being. Financial literacy, on its own, is not enough; people need to take accrued knowledge in integrated and experienced real-life financial decision-making processes (Lone et al., 2024).
The resultant findings may prove to be useful for guiding policies and financial educators and financial institutions, which are concerned with promoting responsible financial behaviour. Moreover, the study provides a better personal knowledge of the importance of good financial management practices to achieve long-term financial security (Tang, 2026).

[bookmark: _Toc224865845]2. Literature Review
[bookmark: _Toc224865846]2.1 Personal Financial Management
Personal financial management refers to a methodical budgeting and tracking of financial funds with an aim of achieving personal financial goals. This process involves the management of income, expenditure, savings, investments as well as financial risks. Effective financial management helps in promoting financial stability and the reduction of financial stress (Shi et al., 2025).
Much evidence has been gathered, and it is not known that financial literacy is highly regarded as one of the key determinants of personal finances. People with a higher level of financial literacy have always been characterized by a better tendency to show good financial behaviour to others like saving well, spending reasonably, and making wise investments (Choowan et al., 2025). Additionally, there is empirical evidence that financial literacy positively influences financial self-efficacy and, thus, has a beneficial effect on the general state of finances (Lone et al., 2024).

[bookmark: _Toc224865847]2.2 The Role of Budgeting in Achieving Financial Stability
Budgeting is one of the basic financial management practices that helps individuals to exercise effective control over their financial resources. A budget provides a structured planning plan that defines the sources of income and expenditure patterns, hence helping people to maintain financial discipline and prevent unnecessary spending (Lulaj, 2024). Through budgeting individuals can allocate financial resources efficiently to important expenditures, such as housing, education, healthcare, etc. and at the same time allocate money towards savings and investments (Prakash et al., 2024).

[bookmark: _Toc224865848]2.3 Personal Savings in Achieving Financial Stability
Savings are a key aspect of individual level financial planning, which provides one with financial backup during unplanned financial risks in the economy. Those people who consistently practice saving will tend to be well equipped to face any financial crisis like loss of jobs, health spending or economic slowdowns (Rupa et al., 2025). According to the empirical evidence, the savings behaviour is shown to be highly affected by the presence of financial literacy and the use of financial information. Individuals who possess all the necessary financial literacy and have access to relevant and timely financial information are better equipped to participate in systematic savings habits (Kuutol et al., 2024).

[bookmark: _Toc224865849]2.4 Financial Planning in Achieving Financial Stability
Financial planning involves planning systematic monetary goals and coherent strategies to achieve those monetary goals by the proper allocation of resources. This discipline involves investment planning, retirement planning, debt management, and risk management (Paul et al., 2025).
Effective financial planning helps individuals to plan for future monetary needs and helps their long-term financial security. Those who actively participate in such planning are more likely to develop beneficial financial practices and to have better financial well-being levels overall (Zhuang et al 2025).
Moreover, financial planning coordinates the individual financial decisions with the consideration of long-term aims. The explicit financial goals articulation fosters the notion of disciplined financial behaviour and acts as a catalyst that drives individuals towards attaining continued saving and budgeting practices (Ouyang et al., 2025).

[bookmark: _Toc224865850]2.5 Research Gap
Despite carrying out antecedent studies that have explored the concept of financial literacy and financial well-being, there are few empirical studies that question explicitly and explicitly investigate the synergies between budgeting, savings, and financial planning and individual financial stability. There has been a substantial amount of research that predicts financial literacy; however, most of it fails to critically examine doable financial behaviours that form the basis of successful personal financial management (Prakash et al., 2024).

[bookmark: _Toc224865851]2.6 Conceptual Framework
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Figure 2: Conceptual Framework
(Source: Author, 2026)

[bookmark: _Toc224865852]3. Methodology
[bookmark: _Toc224865853]3.1 Research Philosophy
This study uses a positivist research paradigm focusing on objective observation and the use of quantifiable data to understand the relationship between variables. Positivism argues that social phenomena could be studied using scientific methods similar to those used by natural sciences. Within the sphere of financial research, positivism allows researchers to examine the financial behaviour and results through numerical data and statistical methods (Shi et al., 2025).
The application of a positivist philosophical stance is considered appropriate to conduct the enquiry, owing to the research attempts to analyse the interconnection of budgeting, savings, financial planning, and financial stability (Prakash et al., 2024).

[bookmark: _Toc224865854]3.2 Research Approach
The study will use deductive research method and begin by using available theoretical frameworks and devising hypotheses that can be tested empirically. The deductive approach is a broadening of the theoretical assumptions to specific empirical findings. In this paradigm, the researcher methodically reviews the literature that exists, formulates theoretical assumptions and then tests the theoretical assumptions by exploring the empirical data collected (Choowan et al., 2025).

[bookmark: _Toc224865855]3.3 Research Strategy
A survey research design will be utilized in the study to gather primary data of the respondents. One of the strictly used research strategies in both social and financial sciences is the survey methodology, which allows the researcher to obtain information about a great number of participants within a comparatively short amount of time. The survey is also beneficial in the case whereby researchers seek to understand attitudes, behaviours, and perceptions of certain issues (Tang, 2026).

[bookmark: _Toc224865856]3.4 Research Design
The quantitative research design will be used in this study. Quantitative research is characterized by the systematic gathering of numerical data and the subsequent analysis of it by means of statistical methods. Such a design is commonly used when the investigator is interested in studying the relationships between variables and testing hypotheses empirically through statistical inference. By virtue of the reliance on objective and quantitative measures and robust sampling procedures, quantitative research generates findings that can be generalized to larger populations (Prakash, 2024).
In this investigation, the quantitative framework will ensure the measurement of the effect of budgeting, saving and financial planning in the case of financial stability. The data assembles will undergo statistical analysis using specific software including the identification of patterns and relationships between variables.

[bookmark: _Toc224865857]3.5 Data Collection Method
Primary data will be used in this research, and it will be collected using a structured questionnaire. The tool will be composed of several questions to evaluate the budgeting behaviours, saving behaviour, financial planning behaviours and apprehensions towards financial stability among the respondents. The questions will be predominantly Likert scales whereby the respondent will be able to give their level of agreement with some of the statements indicating financial management practices (Katnic et al., 2024).

[bookmark: _Toc224865858]3.6 Target Population
The population for this research will be people who undertake personal financial management in the United Kingdom. This cohort could include employees, university students, and individuals that are self-employed, in that they are each charged with the burden of quotidian financial decision-making. Examining this population is likely to provide information about the effect of personal financial management practises on individual financial stability (Tang, 2026).

[bookmark: _Toc224865859]3.7 Sampling Method
To obtain representative sample, a simple random sampling technique will be used to select the participants from the target population. This procedure ensures each individual in the population has a chance of selection in the population. The use of the simple random sampling reduces the risk of sampling bias and improves the reliability of the empirical results (Katnic et al., 2024).

[bookmark: _Toc224865860]3.8 Sample Size
The research will collect data of 150 respondents. The selected sample size is appropriate to conduct a quantitative research and statistical analysis. This size of a sample helps the researcher conduct effective statistical tests besides makes sure that the results alone are representative of the features of the target population.

[bookmark: _Toc224865861]3.9 Data Analysis Techniques
The collected data will be exposed to analysis using the software of statistic namely "Statistical Package for the Social Sciences" (SPSS). The analytical procedure will involve the use of several statistical techniques. First, descriptive statistics will be calculated to summarize the demographic characteristics of respondents and give an overall summary of data set. Second, the correlation analysis will be used to investigate the relation between financial management practices and financial stability. Finally, regression analysis will be performed to determine the effect of budgeting, savings and financial planning on financial stability.

[bookmark: _Toc224865862]3.10 Reliability and Validity
To assure the quality of the research findings, the study will test reliability and validity of the collected information. Reliability relates to the consistency of the measuring instrument while validity relates to the accuracy of the measuring instrument to measure the concepts it is intended to measure. The questionnaire will be tried out through pilot testing before the actual data collection process. In addition, the internal consistency of the survey items will be measured with the help of Cronbach's Alpha.

[bookmark: _Toc224865863]3.11 Ethical Considerations
Ethical considerations will be closely followed through the research process. Before the questionnaire is filled in, the respondents will be properly briefed about the purpose of the study. The involvement will be voluntary, and the respondents have the undisputed possibility to quit the investigation at any point in time. Confidentiality and anonymity of respondents will be strongly ensured. Besides, all the process of accumulating data will be restricted solely into academic usage and disclosure to other parties will not be provided unless a clear agreement is reached. Ethical standards, however, will ensure that the research activity has strong credibility and integrity.
[bookmark: _Toc224865864]4. Expected Findings
Anticipated findings indicate that single practices of individual financial management exercise a significant control over financial firmness. Specifically, budgeting is presumed to increase financial stability, as it helps to successfully allocate income and handle outflows. Similarly, savings are hypothesised to provide a buffer of financial security thus mitigating vulnerability in the face of crises. Finally, financial planning is anticipated to enhance sustainable long-term well-being as financial planning can help individuals to set and achieve objective financial goals.
[bookmark: _Toc224865865]5. Limitations
This research could have several constraints. To begin with, the study is going to be based on self-reported Survey responses thus it can be subject to response bias. Second, a small sample of 150 respondents will be considered in the study, and this can limit the applicability of the study results. Third, economic conditions and matters like differences in culture may also affect financial behaviour and are not all entirely reflected within the boundaries of the study.
[bookmark: _Toc224865866]6. Timeframe
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Table 1: Gantt chart
(Source: student)
[bookmark: _Toc224865867]7. Conclusion
Personal financial planning forms a crucial factor in the achievement of financial balance and promotion of financial health. Introduction of budgeting, saving and financial planning are fundamental management concepts that lead to the ability of the individuals to utilise the available resources in the most effective way possible and to cushion against the potential fiscal uncertainties. Budgeting allows the regulation of the spending patterns, savings will act as mechanism of protection in time of need, and financial planning will support the achievement of long-term fiscal goals.  
This study aims at explaining the value of these practises in enhancing financial stability. The paper examines how budget is related to savings, financial planning, and fiscal stability by interrelating the conceptions and provides a subtle understanding of personal financial management. The learned knowledge can be used by the individuals, policymakers and financial educators to develop interventions that can enhance responsible financial behaviour as well as strengthening general financial health.
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