EMERGENT: JOURNAL OF
EDUCATIONAL DISCOVERIES AND
LIFELONG LEARNING (EJEDL)

ISSN: 2776-0995 Volume 6, Issue 4 April - 2025
THE ROLE OF PASSIVE INCOME IN ACHIEVING FINANCIAL FREEDOM
Madina Turdiboeva Abduxakim kizi
Strategy and Finance Block, Accounting Department, Accountant Manager

Abstarct

In the past several years, achieving financial freedom has emerged as a focal point for
people seeking to enhance their overall financial health. One of the most important
aspects to be considered in this journey is passive income — income acquired without
active engagement after the initial work has been done. Unlike wage employment,
where income is received in relation to hours worked, passive income enables an
individual to create wealth while not being confined by time. The purpose of this paper
is to analyze various sources of passive income to understand financial freedom’s
complexity while outlining clear and specific strategies for people aiming to accumulate
wealth through passive income.
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Introduction

The idea of passive income has been extensively investigated from both an academic
and financial perspective. Hendricks (2008) and Berg (2012) argue that passive income
constitutes a principal element in the financial freedom paradigm. Hendricks (2008)
argues that financial freedom is not only determined by the amount of income one has,
but also by the ability to create wealth in ways which do not demand one's incessant
toil. Equally, Carson and Watson (2014) focus on the diversified streams of passive
income, especially from real estates and digital businesses, as fundamental factors
towards attaining financial independence.

The financial freedom movement was already on the rise in the 21st century, especially
in the West, as noted by Roth (2015) who studied changes in retirement planning
concepts. According to Roth, the returns from real estate, stocks, and mutual funds
provide a more diversified and reliable method of wealth accumulation in comparison
to active income streams. Rivera and Larson (2017) reinforce this notion remarking
passive income is one of the major factors to financial independence, especially for the
younger population.

Research on ways to generate passive income also looks at their sustainability. Moore
and Thompson (2020) examine the impact of ‘digital entrepreneurship’ — including
content creation and operating online businesses — on the evolution of passive income
and claims that YouTube and other online retail platforms offer means of income
generation beyond employment.
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They, however, argue that there is a great deal of effort and skill investment needed
upfront.

Additionally, Johnson et al. (2019) argues against the idea that “...income is effortless...”
by passive highlighting the issues on the scaling of passive income streams. Their
research indicates that although income models offer the semblance of freedom, they
are fraught with challenges such as market risk, the need for significant upfront
investment, and the difficulty of maintaining the income-generating systems over time.

Understanding Passive Income

Different Passive Income Opportunities

There are multiple ways of generating passive income. The most common are:

 Real Estate: Investing in property, earning rental income, or participating in real
estate crowdfunding enables one to earn money with little absorption due to the lack of
active management needed.

« Dividend Income: Receiving income from stocks purchased will continue to occur as
long as the individual does not sell their shares.

* Online Businesses: Income from affiliate programs, selling digital items, or teaching
through pre-recorded lessons can be automated so that they require no work after
setup.

» Investments: Purchasing bonds, lending through peer-to-peer platforms, or putting
money into index funds allows for passive interest or returns to be earned due to the
low effort required as compared to actively day trading.

Key Characteristics of Passive Income

Passive income is characterized by the following:

» Minimal Maintenance: No work is needed regularly for the upkeep of passive income
sources. Only an initial work setup or investment is handled.

« Expandability: Many models of passive income enable one to proportionately increase
one's income without a corresponding increase in effort.

» Automation: The processes which generate revenue are in most cases done by
technology and systems (for example, payment of dividends automatically,
management of investments by software, etc.)

« Advantages/Disadvantages of Passive Income

 Advantages

* Freedom of Time: Easier time management and increase in free time due to
decoupling with the time for income with passive income models.

« Income Diversification: Multiple passive income streams can be established for
diversification and dependence on a single source can be minimized.

« Potential for Compounding: A passive income model like investment would be
advantageous as it could benefit greatly for the power of compounding returns.
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Disadvantages:

« Minimum Down Payment: The construction of a passive income stream usually
requires some form of initial investment; monetary or time-based.

« Investment Risk: The risk associated with passive income is usually seen as non-
existent, yet every source of income has some risk, especially when it is associated with
an investment that has fluctuating values.

« Effort and Knowledge: There are various methods for creating reliable passive income,
and many require prior considerable amounts of time to attain the desired financial
outcome.

Passive Income Concepts

Understanding Financial Freedom

Financial Freedom is commonly described as the state where one has sufficient income
to sustain their lifestyle without need for gainful employment. Whne one passive
income exceeds one’s qualitative living expenses, an individual is financially free and
does not need to work for a wage

Connecting Financial Independence with Freedom

Having enough financial resources like assets or income to fulfill needed expenses
without working is called financial independence. Financial freedom includes living life
without stress and defines living on one’s own terms. To achieve both phases of financial
unlocking, passive income plays a major role by generating income without having to
work in a nine-to-five.

Traditional Methods Towards Achieving Financial Freedom

A more classic approach of achieving financial freedom involves long term hard work,
saving a good amount of money, and investing in stocks or retirement accounts. These
approaches can take decades and may not always have favorable results.

Using Passive Income to Attain Financial Freedom

Time and financial flexibility can be achieved with passive income with great ease.
Unlike traditional methods, passive income does not require active work. People can
focus on interests that matter to them. Financial freedom serves people a remarkable
degree of control over the one thing they lack the most: time.

Ways to Earn Money without Undertaking an Actual Job

The highlight of having a passive income may be earning without working continuously.
Unlike the latter, active income is not something performers will have to continually
work at; set it up and sign it, and step away once the framework is in place.
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Reducing Reliance on One Source of Income

Investments and other forms of passive income can provide individuals with other
sources of income. In today’s world where the job market is increasingly uncertain,
passive income can provide a cushion in case losing a paycheck becomes a reality.
Diversifying income sources also helped propel individuals into a more stable financial
standing since a cash inflow is available regardless of a temporarily halted work
opportunity.

The Advantages Derived from Passive Income

Passive income is one of the most beneficial sources of income an individual can have
in their portfolio. Income accrued through financial assets can easily be reinvested
which further accelerates wealth growth. A practical example of this phenomenon
would be purchasing shares of a profitable company which pays substantial dividends.
These dividends can themselves be reinvested into purchasing even more shares of the
same company creating an incredible snowball effect.

Case Studies of Individuals Who have Attained Financial Freedom from Passive Income
Countless people across the globe have leveraged the power of earned income to escape
the 9 to 5 work life. The most apparent example may be business owners who run
successful digital companies. She also makes passive revenue from ads, affiliate
marketing, and subscription services. This is also true for property investors who
purchase, lease and reinvest the profits from the properties. All of these examples
achieve a lesser dependence on employment through passive income.

Roadblocks and Obstacles to Attaining Financial Independence through Passive
Income

Financial freedom through passive income is indeed a reality; however, there are quite
a few challenges. These challenges include the substantial upfront capital needed for
certain passive income avenues (like real estate or stock market investments), the
online business model’s need for specialized knowledge, and the overarching risks
involved in any investment, like market fluctuations.

How to Generate Additional Revenue Effortlessly

The following steps will help achieve effortless income:

« Initiate Progress: Rather than multitasking, allocate time towards a single stream.

o Become Multi-Skilled: Ensure not to become a master of one trade only.

o Learning: It is significant to know how a specific area of earnings will be managed and
help it grow.

» Reinvestment: Consistently placing passive income into new opportunities can speed
up wealth building.
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Conclusion

With the proper methods in place, and sufficient determination from all individuals, a
huge backlog of income with effortless job opportunities is available to be seized
establishing ultimate financial freedom. This also allows one to compound wealth and
depend less on traditional working hours.
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