
MODULE 2 – Budgeting and financial 
management

UNIT 2.1 - Foundations of Personal and Household 
Budgeting

LESSON INTRO What is budgeting and how does it affect financial 
management? Why is it important? What are the 
foundations of personal and household budgeting?

PREVIOUS 
ASSIGNMENT(s) 

CHECK
N/A

INTRODUCTION 
TO THE TOPIC

Budgeting is a fundamental aspect of financial 
management that helps individuals manage their 
money effectively. It involves creating a plan for 
income and expenses, allowing people to achieve 
financial stability, avoid debt, and save for future goals. 
By mastering the basics of budgeting, one can make 
informed financial decisions and build a secure 
financial future.

GENERAL THEORY Budgeting is built on income management, which 
requires a clear understanding of all sources of income. 
This includes primary income from full-time or part-time 
employment, passive income from investments, rental 
properties, and any irregular income such as bonuses 
or commissions.



Expense tracking involves recording all expenditures to 
identify areas where adjustments can be made. 
Effective expense tracking includes keeping a daily log 
of all expenses, whether paid in cash, by card, or 
online. This can be done using budgeting apps, 
spreadsheets, or a simple notebook. Categorizing 
each expense helps in analyzing spending habits, and 
regular review of these expenses can highlight trends, 
unnecessary expenditures, and potential savings 
opportunities.

Categorizing expenses into fixed and variable 
categories is also important. Fixed expenses are 
recurring, predictable costs that do not change 
significantly from month to month, such as rent or 
mortgage payments, insurance premiums, loan 
repayments, and some utility bills. Variable expenses 
fluctuate monthly and include costs such as groceries, 
entertainment, transportation, and clothing. 

Finally, savings and investments are important for 
financial security and growth. This involves planning 
long-term goals like retirement by contributing to 
retirement accounts. Additionally, saving for significant 
future expenses, such as buying a house, funding 
education, or starting a business, and investing in 
stocks, bonds, or other financial instruments can 
provide higher returns over time. Short-term goals, such 
as vacations or major purchases, should also be 
planned and saved for accordingly.

REGIONAL 
THEORY

Greece's financial landscape has undergone 
significant transformation due to economic recession 
and high unemployment rates that have forced Greek 
people to adopt more prudent and deliberate 
financial practices. People have been compelled by 
these economic hardships to become more financially 
astute as they manage declining earnings and 
growing living expenses. Careful budgeting is 



necessary to control daily spending and guarantee 
long-term financial security.

Greek households are under more pressure than ever 
to examine their spending patterns. Spending on 
necessities like food, housing, and medical care is 
emphasized, and discretionary spending is reduced. 
Families are constantly looking for ways to save money, 
so they commonly turn to frugal habits like cooking 
more at home, using less energy, and taking public 
transportation rather than driving their cars. Sales, 
discounts, and coupons are now essential resources for 
extending household budgets.

Greek households are also more concerned with 
planning for immediate needs and long-term 
objectives. Setting up money for emergencies has 
grown more important even in times of limited 
finances. This move to cautious money management 
entails keeping records of earnings and outlays, 
establishing financial objectives, and making 
well-informed choices regarding investments and 
savings.

Therefore, there is a growing recognition of the 
importance of financial education in helping 
individuals navigate economic uncertainties. 
Resources and tools aimed at enhancing financial 
knowledge are becoming more accessible. Workshops 
and online courses are proliferating, aimed at 
equipping people with the necessary skills to manage 
their finances effectively. Community organizations are 
also playing a role by incorporating financial 
education into their programs, teaching adults about 
budgeting, saving, and investing. Additionally, Local 
NGOs are also offering financial counseling services 
and creating support networks to help families cope 
with economic hardships. These initiatives provide 



valuable advice on debt management, budgeting, 
and accessing social services.

The necessity of money management has affected 
people's way of life and mental health. Stress related to 
unpredictability in finances can harm mental health 
and result in anxiety and despair. Adopting established 
financial practices, however, can also assist in reducing 
some of these concerns by offering a sense of stability 
and control. To address the mental health effects of 
financial stress, there must be open discussions about 
financial issues and community assistance.

However, Greek households are shown incredible 
endurance in the face of adversity. The current 
economic crisis has promoted a culture of flexibility 
and inventiveness. To cut expenses, many people have 
learned new skills like do-it-yourself repairs and indoor 
gardening. As individuals become more aware of their 
spending habits and the effects they have on the 
environment, there is also an increasing trend towards 
minimalism and sustainable living.

EXAMPLE Income:
€2,000 per month from salary.
Fixed Expenses:
€600 for rent.
€100 for utilities.
€50 for insurance.
Variable Expenses:
€200 for groceries.
€100 for transportation.
€150 for entertainment.
Savings:
€300 set aside for an emergency fund.
Investments:
€200 allocated towards a retirement account. 

HANDS-ON 
EXPERIENCE

1. Which of the following is not considered a primary 
source of income?
A) Salary from a full-time job



B) Freelance work
C) Rental income
D) Financial gifts

2. What is essential to track for realistic budgeting?
A) Gross income
B) Net income
C) Total assets
D) Credit score

3. What method is suggested for recording daily 
expenses?
A) Using a notebook
B) Estimating monthly totals
C) Relying on bank statements alone
D) Ignoring small expenses

4. Which expense is typically considered a fixed 
expense?
A) Groceries
B) Entertainment
C) Rent or mortgage payments
D) Clothing

5. Why is categorizing expenses into fixed and variable 
important?
A) To increase income
B) To manage both predictable and flexible budget 
aspects
C) To eliminate unnecessary expenses
D) To avoid tracking spending

6. What is the purpose of an emergency fund?
A) To invest in stocks
B) To cover unexpected expenses
C) To fund vacations
D) To pay off long-term debt



7. How much should an emergency fund typically 
cover?
A) One month’s expenses
B) Three to six months’ expenses
C) One year’s expenses
D) Two weeks’ expenses

8. Which of the following is a long-term financial goal?
A) Buying groceries
B) Planning a weekend trip
C) Saving for retirement
D) Purchasing new clothes

9. What tool can be used for tracking income and 
expenses effectively?
A) Financial Software
B) Social media
C) Online games
D) News websites

10. What should be done regularly to ensure your 
budget remains effective?

A) Increase spending limits
B) Review and adjust the budget
C) Reduce income
D) Ignore financial goals

Correct answers:
1- C)
2 - B) 
3 - A) 
4 - C) 
5 - B) 
6 - B) 
7 - B) 
8- C) 
9 - A) 
10 - B)



DISCUSSION Do senior citizens make prudent Personal and 
Household Budgeting?

FEEDBACK AND 
OTHERS


