Credit

What is Credit?

Credit is a financial concept that allows individuals, businesses, and governments to borrow
money or access goods and services with the promise of paying back at a later date. It is a
cornerstone of modern economic systems, enabling the flow of funds between lenders and
borrowers, thus facilitating growth, consumption, and investment. Credit can take many
forms, including loans, credit cards, and lines of credit, and is often extended by banks,
financial institutions, and credit card companies.

Credit plays a vital role in the economy, providing the financial flexibility for individuals and
organizations to make purchases and investments. For individuals, credit allows for the
purchase of goods and services that may be beyond their immediate financial capacity. This
could include necessities like housing or transportation, which are often paid for using credit.
For businesses, credit enables investment in growth opportunities, including expansion,
hiring, and innovation. In a broader economic context, credit helps drive consumer spending
and investment, which in turn fuels economic growth. By extending credit to individuals and
businesses, financial institutions help create a dynamic economy where more people can
participate in economic activities.

An individual’s ability to obtain credit is largely determined by their creditworthiness, which
is often assessed through a credit score. A credit score is a numerical representation of a
person’s credit history, reflecting how well they have managed their past debt obligations.
Factors such as payment history, total debt, length of credit history, and types of credit used
all influence this score. A high credit score can result in more favorable terms when
borrowing, such as lower interest rates and higher credit limits, while a low credit score may
result in higher interest rates or denial of credit. Lenders use credit scores to assess the risk
of lending to an individual or business.

Greece

In Greece, credit practices have been shaped by the country’s financial crises, leading to
cautious borrowing habits. Many Greeks are hesitant to take on large debts, especially high-
interest loans, unless necessary for major purchases like homes or cars. Mortgages are
common, but borrowers often aim to reduce the size of their loans by making larger down
payments. For consumer credit, many people avoid relying on credit cards for non-essential



purchases, preferring to pay in cash for everyday expenses. This cultural tendency toward
cash-based transactions became even more prevalent during and after the financial crisis.

Credit card usage in Greece tends to be conservative, with most Greeks striving to pay off
their credit card balances in full each month to avoid interest charges. Credit cards are
primarily used for online purchases or significant one-time expenses, rather than regular
consumption. Interest rates on credit cards and personal loans can be high, which further
discourages people from carrying balances. Greeks are generally averse to accumulating
long-term debt, and many opt for safer, smaller-scale borrowing or defer purchases until
they have saved enough to pay in cash.

Strict lending criteria imposed by Greek banks post-crisis also influence credit behavior.
Lenders require a stable income and strong credit histories for personal and business loans,
making access to credit more limited. Family support is a common alternative to borrowing
in Greece, where family members often provide financial assistance for large expenses, such
as buying property or starting a business. This reliance on family helps reduce the need for
formal credit and reinforces the culture of cautious financial management in the country.

Latvia

In Latvia, credit usage has grown steadily, but borrowing practices remain cautious due to
the country’s economic history. Many Latvians are careful when it comes to taking on debt,
especially after the financial crisis of 2008-2009, which hit the Baltic region hard. Mortgages
are a common form of borrowing, as homeownership is highly valued, but Latvians tend to
take out smaller loans compared to other European countries, often contributing larger
down payments to avoid excessive debt. Consumer credit, including credit cards and
personal loans, is available, but many Latvians prefer to use credit sparingly, particularly for
discretionary purchases.

Credit cards in Latvia are less common than in Western Europe, and those who have them
typically use them for planned, larger purchases rather than everyday expenses. Latvians
tend to pay off their balances in full each month to avoid interest, and there’s a cultural
preference for saving rather than relying on credit. Personal loans are more frequently used
for specific purposes like home renovations or education, and borrowing is usually
considered carefully to avoid overextension. High-interest debt is generally avoided, and
maintaining a good credit score is important for securing favorable loan terms.

Since the financial crisis, Latvian banks have imposed stricter lending requirements,
requiring proof of stable income and a solid credit history for both personal and business
loans. This has led to a cautious approach to borrowing, with many Latvians focusing on
financial stability and long-term savings. While credit is increasingly used for practical



purposes, such as housing or business investments, Latvians remain wary of accumulating
excessive debt and are more likely to save for major purchases rather than depend heavily
on loans or credit cards.

Estonia

By taking a closer look into Estonia’s case, we can clearly see that credit usage here is well-
established and has grown alongside the country's strong digital infrastructure and
economic stability. Estonians commonly use credit for major purchases, such as homes and
cars, with mortgages being a particularly popular form of borrowing. The availability of
digital banking services has made it easy for consumers to access loans and credit,
contributing to the growth of personal loans and lines of credit. However, despite the
accessibility, many Estonians maintain a conservative approach to borrowing, ensuring they
can comfortably manage their repayments before taking on debt.

Credit card usage in Estonia is more widespread compared to its Baltic neighbors, but it is
typically used responsibly. Many Estonians pay off their balances in full each month to avoid
interest charges, using credit cards primarily for convenience or to take advantage of
rewards programs. The culture of responsible borrowing is reinforced by the fact that high-
interest debt is avoided when possible, with Estonians focusing on maintaining good credit
scores and financial health. Personal loans are also popular for specific goals like home
improvements, education, or business investments, with borrowers often choosing fixed-
term loans to manage their finances predictably.

Estonia’s well-developed digital ecosystem plays a key role in credit accessibility, with many

financial services being conducted online. Fintech innovation has made credit more
accessible, but Estonian banks still maintain strict lending criteria, ensuring borrowers have
stable incomes and good credit histories. This cautious approach to lending has helped
maintain financial stability in the country. As a result, Estonians tend to be financially
prudent, using credit strategically for essential needs or investment opportunities, while
avoiding unnecessary debt and focusing on long-term financial security.

Italy

Credit practices in ltaly often reflect a combination of traditional caution and modern
financial trends. Italians tend to be conservative about borrowing, influenced by a cultural
preference for saving and financial prudence. Mortgages are a common form of credit,
especially for home purchases, but Italians often prefer to make substantial down payments
to reduce the size of their loans. Personal loans and credit cards are available, but Italians



generally use them more sparingly compared to other Western European countries. The
cautious approach to credit is a result of both historical economic challenges and a cultural
inclination towards financial stability.

Credit card use in Italy is prevalent, but many Italians avoid carrying balances to prevent
high-interest charges. Credit cards are primarily used for larger purchases or travel expenses,
and there is a strong emphasis on paying off balances in full each month. Interest rates on
credit cards can be high, which encourages responsible management. While credit cards are
common among younger ltalians, older generations often prefer using cash or debit cards
for everyday transactions, reflecting a more conservative attitude towards debt.

The Italian banking system maintains stringent lending standards, requiring thorough
checks on borrowers' financial stability and creditworthiness. This cautious approach to
lending has been influenced by past economic difficulties and contributes to the overall
conservative borrowing culture. Although access to credit has improved in recent years,
Italians still approach borrowing with care, focusing on essential expenses and investments.
Family support is also a significant factor in managing finances, with many Italians relying on
familial assistance for major financial decisions rather than resorting to credit.

Before resorting to Credit

Before resorting to credit, it's crucial to evaluate several factors to ensure responsible
borrowing and avoid potential financial difficulties. Here are key considerations:

1. Need vs. Want: Assess whether the purchase is essential or discretionary. Using
credit for necessities like housing or emergencies can be justified, but for non-
essential items, it's wise to reconsider.

2. Repayment Ability: Understand your ability to repay the debt. Calculate how credit
payments will affect your budget and ensure you can meet other financial
obligations. Borrowing without a clear plan for repayment can lead to financial stress.

3. Interest Rates and Costs: Examine the interest rates, fees, and total cost of
borrowing. High-interest credit, like credit cards, can lead to significant debt if
balances are not paid off promptly. Compare offers from different lenders to find the
most favorable terms.

4. Credit Score Impact: Consider how taking on new debt will affect your credit score.
High credit utilization or missed payments can lower your score, making future
borrowing more expensive or difficult.



5. Alternative Options: Explore alternatives like saving, borrowing from friends or
family, or using lower-interest financial products like personal loans. Credit should be
a last resort when other options aren’t viable.

6. Purpose of Credit: Be clear about why you’re using credit. Borrowing to invest in
assets, such as education or a home, can be beneficial, while borrowing for non-
essential purchases can lead to unnecessary debt.

What types of Credits exist?

There are several types that credit is broadly classified:

e Revolving Credit: Revolving credit is a flexible form of borrowing that allows
individuals to borrow up to a specified limit, repay it, and borrow again as needed.
This type of credit is most commonly associated with credit cards, but it can also
come in the form of lines of credit. In revolving credit, the borrower is only required
to make a minimum payment each month, but they can choose to pay off part of the
balance or the full amount. Interest is charged on the remaining balance. The credit
limit is typically set by the lender based on factors such as the borrower’s credit
history and income level. The flexibility of revolving credit is one of its main
advantages, as it allows for continuous access to funds, but it also requires discipline.
If not managed properly, revolving credit can lead to high-interest debt that is
difficult to repay over time.

e Installment Credit: Installment credit involves borrowing a lump sum of money and
repaying it in fixed, regular payments over a set period of time. Each payment
typically includes both principal and interest, and the terms of repayment are agreed
upon upfront. Examples of installment credit include auto loans, personal loans,
mortgages, and student loans. The borrower is usually given a fixed interest rate,
though some loans may have variable rates that fluctuate over time. One of the key
benefits of installment credit is predictability. The borrower knows exactly how
much they will pay each month and how long it will take to pay off the loan. This
makes installment credit a popular option for major purchases or expenses, such as
buying a car or financing education. However, unlike revolving credit, installment
credit does not offer the flexibility of borrowing again once payments are made.

e Open Credit: Open credit, also known as service credit, is a type of credit that allows
individuals to receive a service or utility and then pay for it at the end of a billing
cycle. Common examples include utility bills, cell phone bills, and cable services.
With open credit, there is typically no set credit limit, and the borrower is required



to pay the full balance by a specified due date. If the borrower fails to make the
payment on time, they may incur late fees or risk having their service discontinued.
While open credit does not accumulate interest like revolving credit or installment
credit, it is still important to manage payments responsibly. Failure to pay on time
can negatively impact a person’s credit score, and utility providers may report
missed payments to credit bureaus.

e Charge Cards: A charge card is a type of credit that operates similarly to a credit card,
but with some important distinctions. Charge cards do not have a preset spending
limit, and the full balance must be paid off at the end of each billing cycle. Unlike
credit cards, charge cards typically do not allow carrying a balance from month to
month. Charge cards can offer significant spending power and are often associated
with premium rewards programs. However, they require strong financial discipline,
as failing to pay off the balance in full can result in substantial late fees or penalties.
Additionally, charge cards may require higher income levels and better credit scores
than traditional credit cards.

Tips

Managing credit responsibly is essential for maintaining financial health and avoiding debt
traps. Here are some useful tips for managing credit effectively:

1. Pay Bills on Time. Timely payments are the most important factor in maintaining a good
credit score. Late or missed payments can negatively affect your credit and lead to penalties
or higher interest rates.

2. If you carry a balance on your credit card, try to pay more than the minimum payment
each month. This reduces the total interest you’ll pay and helps pay off debt faster.

3. Keep Credit Utilization Low. Credit utilization refers to the percentage of available credit
you’re using. Aim to keep it below 30% to improve your credit score. For example, if your
credit limit is $10,000, try to keep your balance below $3,000.

4. Regularly check your credit report to ensure there are no errors or fraudulent activities.
Many services offer free credit monitoring, and you can obtain a free credit report annually
from major credit bureaus.

5. Avoid Unnecessary Credit Applications. Each time you apply for credit, it triggers a hard
inquiry on your credit report, which can lower your score temporarily. Only apply for new
credit when absolutely necessary.



6. Use Credit Cards Wisely. If possible, pay off your credit card balance in full each month.
This avoids interest charges and keeps your debt under control. Avoid using credit cards for
impulsive or unnecessary purchases.

7. Maintaining a Mix of Credit Types, such as installment loans (e.g., car or student loans)
and revolving credit (e.g., credit cards), can positively affect your credit score. However,
don’t take out loans just to diversify your credit.

8. Be aware of the interest rates on all your credit accounts. Pay off high-interest debt first
to save money in the long term.

9. Co-signing a loan or credit card for someone else can impact your credit score if the other
party doesn’t make timely payments. Only co-sign if you’re willing to take on that risk.

10. Build an Emergency Fund to prevent the need to rely on credit in times of unexpected
financial hardship. This can keep your credit utilization low and prevent debt accumulation.

Exercises

1. Credit Card Comparison Project:

Activity Overview: Participants will research various credit card options and compare key
factors such as interest rates, fees, rewards, and terms. They will create a presentation or
infographic to effectively showcase their findings.

Objective: To educate participants on the importance of understanding credit card terms
and guide them in choosing the right card based on their financial needs.

Detailed Plan:
- Introduction (10 minutes)

o Briefly explain the importance of credit cards and what to consider when
choosing one.

- Research Phase (40 minutes)
o Participants will be divided into small groups (3-4 members).

o Each group will select 3-5 different credit cards to compare.



o Provide resources (websites, articles, and comparison tools) to aid their
research.

- Comparison Criteria (20 minutes)
o Groups will focus on the following criteria:

= Interest rates (APR)
= Annual fees
= Rewards programs (cashback, travel points, etc.)
= Introductory offers
= Late fees and other penalties
= Additional perks (insurance, discounts, etc.)

- Creation Phase (30 minutes)

o Groups will create a presentation or infographic to showcase their findings.
They can use tools like PowerPoint, Canva, or poster boards.

- Presentations (30 minutes)
o Each group will present their findings to the class (5 minutes per group).
o Encourage questions and discussion after each presentation.

- Conclusion and Discussion (20 minutes)
o Summarize key takeaways about credit card comparisons.

o Discuss how participants can apply this knowledge to make informed
decisions in the future.

Estimated Duration: 2 hours
Materials Needed:
e Internet access for research
e Presentation tools (laptops, poster boards, markers)

e Handouts with criteria for comparison



2. Loan Repayment Simulation:

Activity Overview: Participants will engage in a simulation where they take out a loan for
various purposes (such as education or a car) with different interest rates and repayment
terms. They will calculate monthly payments and total interest paid over the life of the loan.

Objective: To help participants understand loans, interest rates, and how repayment
schedules impact overall financial health.

Detailed Plan:
1. Introduction (10 minutes)

o Explain the basics of loans, including types (e.g., personal, student, auto),
interest rates, and the importance of understanding repayment terms.

2. Loan Setup (20 minutes)

o Provide participants with scenarios for different loans (e.g., $10,000 for
education at 5% interest over 10 years, or $20,000 for a car at 6% interest
over 5 years).

o Include a variety of interest rates and repayment terms for participants to
choose from.

3. Calculation Phase (30 minutes)
o Teach participants how to calculate monthly payments.

o Participants will work in pairs or small groups to calculate their monthly
payments and total interest paid for their selected loans.

1. Impact Discussion (20 minutes)

o Facilitate a discussion about how different interest rates and repayment
terms affect the total cost of the loan.

o Discuss the importance of budgeting for loan repayments.
2. Group Presentations (30 minutes)

o Each group will present their loan scenario, calculations, and findings to the
class (5 minutes per group).



o Encourage questions and feedback from peers.
3. Conclusion and Reflection (10 minutes)
o Summarize the key concepts learned about loans and repayments.

o Encourage participants to reflect on how this knowledge may affect their
financial decisions in the future.

Estimated Duration: 2 hours
Materials Needed:
e Loan scenarios handout
e Calculators (or access to spreadsheet software)

e Whiteboard/flip chart for group presentations

3. Credit Myth vs. Fact Quiz:

Activity Overview: Participants will work in teams to develop a quiz that addresses common
myths and facts about credit. They will identify which statements are true or false, fostering
discussion and deeper understanding.

Objective: To educate participants on common misconceptions about credit and promote a
better understanding of how credit works.

Detailed Plan:
1. Introduction (10 minutes)

o Explain the significance of understanding credit and how misconceptions can
impact financial decisions.

o Introduce the concept of myths vs. facts in credit reporting and scoring.
2. Myth Identification (20 minutes)

o Provide participants with a list of common credit myths (e.g., “Closing old
credit accounts improves your score,” “Checking your credit hurts your
score,” “Credit cards are bad for your credit score”).

o Discuss each myth briefly to ensure everyone understands them.



3. Team Quiz Development (30 minutes)
o Divide participants into small teams (3-4 members each).

o Each team will create a set of quiz statements, mixing myths and facts about
credit.

o Encourage teams to research and verify the accuracy of each statement using
reliable sources.

4. Quiz Presentation (30 minutes)
o Each team will present their quiz to the class, reading out each statement.

o The other teams will vote on whether they believe the statement is true or
false, followed by the presenting team revealing the correct answer and
providing an explanation.

5. Group Discussion (20 minutes)

o Facilitate a discussion about the quiz results, encouraging participants to
share their thoughts and insights.

o Address any lingering misconceptions and clarify important points about
credit.

6. Conclusion and Reflection (10 minutes)
o Summarize the key takeaways regarding credit myths and facts.

o Encourage participants to think about how this knowledge can influence their
credit decisions moving forward.

Estimated Duration: 2 hours

Materials Needed:
¢ Handouts with common credit myths and facts
e Access to research tools (internet, articles)

e Whiteboard or flip chart for note-taking and summarizing.

4. Personal Credit Report Review:

Activity Overview: Participants will analyze realistic but anonymized sample credit reports
to identify key components such as payment history, credit utilization, and inquiries. This
hands-on activity will enhance their understanding of how to interpret credit report
information.



Objective: To familiarize participants with reading and understanding their own credit
reports and emphasize the importance of monitoring credit.

Detailed Plan:
1. Introduction (10 minutes)

o Explain the significance of credit reports in personal finance and how they
affect credit scores.

o Introduce the key components of a credit report:
= Payment history
= Credit utilization
= Account types
= Inquiries (soft vs. hard inquiries)
2. Distribution of Sample Credit Reports (10 minutes)
o Provide each participant or group with anonymized sample credit reports.

o Briefly walk through the report format, highlighting the different sections and
what to look for.

3. Group Analysis (30 minutes)

o Participants will analyze the credit reports in small groups or individually,
focusing on:

= |dentifying payment history (on-time vs. late payments)
= Calculating credit utilization (current balance vs. credit limit)
= Noting the types of accounts (revolving, installment, etc.)
= Reviewing recent inquiries and understanding their implications

o Encourage participants to discuss their findings within their groups.

4. Facilitated Discussion (30 minutes)

o Bring everyone back together for a group discussion.

o Ask each group to share insights on what they found, particularly regarding:
= What factors positively or negatively impacted credit scores

= Common issues they identified (e.g., late payments, high utilization)



o Discuss how each component contributes to overall credit health.
5. Best Practices for Monitoring Credit (20 minutes)
o Share strategies for regularly monitoring credit reports, such as:
= Utilizing free credit report services
= Setting up alerts for significant changes
= Reviewing reports for inaccuracies and knowing how to dispute errors
o Emphasize the importance of maintaining good credit habits.
6. Conclusion and Reflection (10 minutes)
o Summarize the key takeaways from the activity.

o Encourage participants to reflect on their own credit management practices
and consider steps they can take to improve their credit health based on
what they've learned.

Estimated Duration: 2 hours
Materials Needed:
e Sample credit reports (anonymized)
e Handouts summarizing key components and tips for monitoring credit

e Pens and paper for notes.

5. Credit-Building Strategies Workshop:
Activity Overview: Participants will engage in a workshop to brainstorm and discuss various
strategies for building and improving credit. They will create a personal action plan tailored
to their financial situations.
Objective: To empower participants with practical strategies to establish and improve their
credit history.
Detailed Plan:
1. Introduction (10 minutes)
o Briefly explain the importance of credit and how it affects financial
opportunities (e.g., loans, interest rates, rental applications).
o Introduce the workshop's goals and structure.
2. Brainstorming Session (20 minutes)



o Divide participants into small groups (3-4 members).
o Each group will brainstorm various strategies for building and improving
credit. Suggested strategies may include:
= Secured credit cards
= Becoming an authorized user on someone else’s card
= Timely bill payments (utilities, loans)
= Keeping credit utilization low
= Regularly checking credit reports
= Diversifying credit types (credit cards, installment loans)
o Encourage groups to think of additional creative ideas.
3. Group Presentations (30 minutes)
o Each group will present their list of strategies to the larger group (3-5
minutes per group).
o Encourage discussion and questions after each presentation to foster a
collaborative learning environment.
4. Creating Personal Action Plans (30 minutes)
o Provide participants with a template for a personal action plan.
o Instruct participants to reflect on the strategies discussed and select a few
that resonate with them.
o They will outline specific steps they will take to implement these strategies,
including:
= Setting up alerts for bill payments
= Researching secured credit card options
= Discussing becoming an authorized user with family or friends
o Encourage participants to set realistic timelines for each action item.
5. Sharing and Commitment (20 minutes)
o Invite participants to share one or two action items from their plans with the
group.
o Discuss the importance of accountability and support in achieving their
credit-building goals.
6. Conclusion and Resources (10 minutes)
o Summarize the key takeaways from the workshop.
o Provide participants with additional resources, such as links to financial
literacy websites, credit counseling services, or tools for monitoring credit.
o Encourage participants to revisit and adjust their action plans regularly as
they make progress.
Estimated Duration: 2 hours
Materials Needed:
e Whiteboard or flip chart for brainstorming
e Handouts with strategies and personal action plan templates
e Pens and paper for notes



BUDGET MANAGEMENT

What is Budget Management?

Budget management refers to the process of creating, overseeing, and controlling a
financial plan (budget) to ensure that an organization, household, or individual does not
spend more than the available resources. It involves Planning estimating future income and
expenses based on historical data, projections, or specific goals. Allocation distributing
resources to different categories, like operational costs, investments, or personal needs.
Monitoring keeping track of actual income and expenses to ensure alignment with the
budget. Adjusting Making changes to the budget based on actual performance, unforeseen
events, or new financial goals.

Effective budget management helps maintain financial stability, make informed decisions,
and reach long-term objectives while avoiding overspending.

More specifically in the case of Greece:

Budget management practices at the household level have evolved significantly, especially
following the economic crisis in the late 2000s, which led many individuals and families to
adopt more cautious and strategic approaches to managing their finances. The economic
pressures, high unemployment, and austerity measures have influenced people to become
more frugal and resourceful in their personal budgeting. Here are some of the common
practices that people in Greece use to manage their budgets.

Prioritizing Needs Over Wants: Greek households tend to focus on essential expenses such
as food, utilities, housing, and healthcare, while cutting back on non-essential spending like
dining out, entertainment, and luxury purchases.

Reduced Consumption: Due to economic constraints, many families have significantly
reduced their consumption of discretionary items and focus on more basic, cost-effective
goods.

Manual Budgeting: Many Greeks still use traditional methods like handwritten notes or
simple spreadsheets to track income and expenses. This helps them keep a close eye on
their spending and stick to a budget.



Mobile Apps and Online Tools: Younger generations and tech-savvy individuals have
adopted digital budgeting tools and apps to track expenses, manage savings, and set
financial goals. Apps like Mint or YNAB (You Need A Budget) are increasingly popular.

Weekly or Monthly Budgets: Households typically create short-term budgets (weekly or
monthly) to ensure they stay on track with daily expenses and avoid overspending

Family and Community Support: Family structures in Greece are traditionally strong, and
during tough financial times, households often share resources. Families might live together
in multi-generational homes to reduce housing costs or pool their income to support one
another.

Bartering and Sharing Economy: In rural areas or small towns, some people engage in
informal economies like bartering goods and services within their communities, further
reducing cash outflows.

In the case of Italy :

In Italy, budget management practices at the household level are influenced by cultural
values, economic conditions, and the broader European financial landscape. Italians have
historically been known for their frugality and resourcefulness, particularly in times of
economic difficulty. Recent economic challenges, such as high unemployment rates,
inflation, and the COVID-19 pandemic, have further reinforced the need for careful
budgeting and financial planning.

Some common budget management practices used by Italians are:

Emergency Savings: Italians tend to be conservative savers, with many households
maintaining emergency funds to prepare for unexpected expenses such as medical costs or
job loss.

Cautious Spending: Saving for the future, particularly for retirement or large life events
(weddings, home purchases), is a priority. Italians often save a significant portion of their
income, focusing on long-term financial stability.

Spending on Essentials: Italians are generally cautious about unnecessary spending. Many
households focus on essential purchases, such as food, utilities, and housing, while limiting
luxury or non-essential items.

Thrift Shopping and Secondhand Goods: Italians are increasingly embracing thrift shopping
for clothing, furniture, and other goods to save money. Buying secondhand goods, especially
through online marketplaces or local markets, has become more popular.



Cutting Unnecessary Subscriptions: People review their recurring expenses, such as
streaming services or gym memberships, and eliminate unnecessary subscriptions to save
money.

Energy Conservation: Italian households are mindful of utility costs, especially electricity
and heating. To reduce expenses, many people use energy-efficient appliances, limit the use
of heating and air conditioning, and take steps like turning off lights when not in use.

Energy Transition: Italy has made strides toward promoting the use of renewable energy.
Many households have installed solar panels to reduce their electricity bills and become
more energy independent.

Water Conservation: Water usage is carefully monitored in many Italian homes, especially
in southern ltaly where water is scarcer, to reduce utility costs.

In Italy, people focus on frugality, cautious spending, and strong family support to manage
their budgets effectively. Italians emphasize home-cooked meals, saving for the future,
reducing unnecessary costs, and using local resources to meet daily needs. The financial
crisis and recent economic challenges have further reinforced a culture of saving and careful
financial planning, particularly among younger generations who are adopting more modern
tools like apps and online platforms to manage their finances.

In the case of Estonia :

In Estonia, budget management practices at the household level reflect a blend of
traditional values, modern technology, and the country’s fast-growing digital economy.
Estonia is known for its strong digital infrastructure, which extends into personal finance
management, with many people relying on technology for budgeting and saving. The
country’s experience with transitioning from a post-Soviet economy to a thriving digital hub
has shaped the financial habits of its people.

Here are some common budget management practices used by people in Estonia

Budgeting Apps and Digital Banking: Estonians widely use digital tools and mobile apps for
budgeting and tracking expenses. Platforms like Mintos and Toggl are popular for managing
personal budgets. Digital banking through platforms like Revolut and Estonia’s own LHV
Pank allows users to easily track transactions and control spending.

E-Estonia and Digital Payments: Estonia’s world-leading e-governance system extends to
personal finances. Most Estonians use digital payments, reducing the need for cash
transactions, and they benefit from real-time tracking of expenses through their banking

apps.



Cautious Spending: Estonians generally adopt a frugal mindset when it comes to spending.
There is a strong cultural preference for living within one’s means and avoiding unnecessary
purchases.

Saving for Future Goals: Many Estonians prioritize saving for long-term goals, such as buying
a home or saving for retirement. Estonia’s pension system encourages people to start saving
early, and many people use voluntary private pension plans to secure their financial future.

Emergency Funds: Keeping an emergency fund is a standard practice for Estonian
households. Estonians save a portion of their income in easily accessible accounts in case of
unexpected expenses like healthcare needs or job loss.

Avoiding Consumer Debt: Estonians generally avoid high levels of personal debt, especially
when it comes to credit cards and consumer loans. There is a cultural preference for paying
for goods upfront rather than financing through credit.

Conservative Borrowing: For those who do take out loans, such as for buying a home,
borrowing is done conservatively, with a focus on ensuring that debt can be managed easily
within the household budget.

Home Cooking: Many Estonians prefer cooking meals at home, which is not only healthier
but also significantly cheaper than eating out. This practice is especially common in rural
areas, where access to restaurants and cafes is more limited.

Meal Planning: Estonians often plan their meals in advance to make the most of their
grocery budgets and reduce food waste. Bulk buying and using seasonal ingredients from
local farmers or markets helps keep food costs low.

Technology Investments: Estonia is a highly digital society, and many people allocate part of
their budgets to investing in technology, such as smartphones, laptops, and smart home
devices, which are seen as essential for both personal and professional life.

Online Marketplaces: Estonians frequently use online marketplaces to buy and sell second-
hand items, from electronics to furniture, helping to reduce costs and promote
sustainability.

Stock Market and P2P Lending: Estonia has a growing investment culture, with many
people investing in the stock market or using peer-to-peer (P2P) lending platforms like
Bondora and Mintos to earn returns on their savings.

Cryptocurrency Investment: Estonia is a tech-forward country, and many individuals have
embraced cryptocurrency investments as part of their financial strategy, taking advantage of
the country’s favorable digital environment.



Budget management in Estonia reflects a forward-thinking, tech-savvy approach, combined
with a traditional focus on frugality and saving for the future. Estonians leverage digital
tools to monitor their finances, reduce debt, and make strategic investments.
Homeownership, long-term financial planning, and sustainability are also key aspects of
household budgeting. The country’s strong emphasis on digital infrastructure and financial
literacy supports a culture of financial responsibility and self-sufficiency.

In the case of Latvia :

In Latvia, budget management practices reflect the country's economic history, cultural
values, and a growing focus on modern financial tools and digital technologies. As a Baltic
state with a history of economic transitions, many Latvians are careful with their finances,
practicing frugality and prioritizing long-term savings. Economic challenges, such as inflation
and wage disparity, have also shaped Latvian households' budgeting strategies.

Living Within One’s Means: Latvians are generally careful about spending, often opting for a
more minimalist lifestyle. Households focus on essential expenses such as housing, food,
and utilities, and avoid luxury items unless they are financially secure.

Value for Money: Latvians tend to seek value in their purchases, avoiding impulsive or
extravagant spending. They prioritize durability and quality over brand names, ensuring that
what they buy lasts longer.

Living Within One’s Means: Latvians are generally careful about spending, often opting for a
more minimalist lifestyle. Households focus on essential expenses such as housing, food,
and utilities, and avoid luxury items unless they are financially secure.

Value for Money: Latvians tend to seek value in their purchases, avoiding impulsive or
extravagant spending. They prioritize durability and quality over brand names, ensuring that
what they buy lasts longer.

Prioritizing Homeownership: Homeownership is a cultural priority in Latvia, with many
families working toward owning property. Latvians often allocate a large portion of their
income to saving for a down payment or paying off a mortgage.

Real Estate Investment: Some Latvians also invest in real estate as a way to generate rental
income or build long-term wealth, especially in cities like Riga, where property values have
grown in recent years.

Mobile Banking: Like their Baltic neighbors, Latvians are increasingly adopting digital tools
for budgeting and financial management. Mobile banking apps from banks like Swedbank,



SEB, and Citadele allow users to track expenses, set savings goals, and monitor their
financial health.

Budgeting Apps: Younger generations, in particular, use budgeting apps to track spending
and allocate money across different categories. Apps such as Mint and YNAB (You Need a
Budget) are popular among those seeking greater control over their finances.

E-Government Services: Latvia’s growing digital infrastructure includes various e-services
that allow citizens to manage taxes, pensions, and social benefits online, making it easier to
track and plan for financial obligations.

Energy Conservation: Latvians are mindful of utility costs, especially during the cold winter
months. Many households focus on reducing heating and electricity bills by using energy-
efficient appliances, insulating homes, and practicing energy-saving habits, such as turning
off lights and lowering the thermostat.

Renewable Energy: With a growing focus on sustainability, some Latvians invest in
renewable energy sources like solar panels or energy-efficient home upgrades to reduce
long-term utility costs and contribute to environmental sustainability.

Public Healthcare: Latvia’s public healthcare system helps reduce medical expenses for
families, and Latvians typically rely on these services for essential medical needs. While
private healthcare exists, public healthcare remains a more affordable option for most.

Education System: The public education system in Latvia offers free schooling for children,
and tuition fees for universities are relatively low. This reduces the financial burden on
families when it comes to education expenses.

State and Private Pensions: Latvians participate in a state pension system (the 1st pillar)
and can also contribute to private pension plans (the 2nd and 3rd pillars) to ensure a
comfortable retirement. Many people are diligent about contributing to their pension funds
early to secure their financial future.

Retirement Savings: In addition to pension contributions, Latvians often save for retirement
through other investment vehicles, such as savings accounts or stock market investments,
ensuring they have multiple streams of income after retirement.

Budget management in Latvia focuses on frugality, long-term savings, and minimizing debt.
Latvians are increasingly using digital tools for managing finances, while maintaining a
traditional focus on homeownership and real estate investment. There is also a growing
awareness of sustainability and the use of public services to keep living costs low. The
combination of traditional values and a modern digital economy has shaped Latvian
financial habits, with an emphasis on financial security, responsible spending, and future
planning.



What is Budget Planning?

Budget planning is the process of developing a detailed financial plan that outlines expected
income and expenses over a specific period, usually monthly, quarterly, or annually. The
goal of budget planning is to allocate resources effectively to meet financial objectives,
manage cash flow, and avoid overspending.

Important stages in budget preparation consist of:

Setting financial goals: Defining short-term and long-term objectives, such as saving for an

investment, paying off debt, or managing daily operations.

Estimating income: Projecting the total income from all sources (e.g., salary, business
revenue, or investments).

Identifying expenses: Listing all anticipated expenses, which may be fixed (rent, utilities) or
variable (groceries, entertainment).

Allocating funds: Assigning specific amounts to different categories, prioritizing needs over
wants, and ensuring that essential expenses are covered.

Reviewing and adjusting: Regularly reviewing the plan to ensure it remains realistic, making
changes as needed to reflect shifts in income or spending.

Effective budget planning helps individuals and organizations achieve financial goals,
maintain stability, and avoid debt.

Tips: Establishing financial goals: Clearly outlining both immediate and future targets, like

building savings for an investment, clearing debts, or overseeing day-to-day finances.

Income estimation involves predicting the combined earnings from various sources such as
wages, profits from businesses, and investments.

Identifying costs: Making a complete list of expected expenses, including fixed ones like rent
and utilities, as well as variable ones like groceries and entertainment.

Distributing money: Designating specific amounts to various categories, giving importance
to necessities instead of desires, and making sure that mandatory costs are accounted for.



Assessing and correcting: Constantly reassessing the plan to make sure it stays practical,
adjusting as necessary to account for changes in income or expenses.

Strategic budgeting aids people and entities in reaching financial milestones, upholding
stability, and steering clear of debt

Exercises

1. The Shopping Spree Challenge

Activity Overview: Participants will engage in a simulated shopping experience where they
must manage a fictional budget while making decisions about purchases. This activity
teaches prioritization, decision-making, and balancing needs versus wants.

Objective: To simulate managing a budget for a shopping trip and enhance financial literacy.
Detailed Plan:
1. Introduction (10 minutes)

o Explain the importance of budgeting and financial decision-making in
everyday life.

o Discuss the objectives of the activity and what participants will learn.
2. Setting Up the Challenge (10 minutes)
o Distribute a fictional budget to each participant (e.g., $500).

o Provide each participant with a list of items categorized by type (e.g., clothes,
electronics, groceries) along with their prices.

o Exampleitem list:

= T-shirt: 20€



= Jeans:40€
= Laptop: 300€
* Phone: 200€
= Groceries: 50€
» Shoes: 60€
= Book: 15€
3. Shopping Phase (30 minutes)

o Participants will have 30 minutes to "shop" from the item list, selecting items
while staying within their budget.

o Introduce sales or discounts (e.g., a 20% discount on shoes) that participants
can choose to take advantage of.

o Occasionally introduce unexpected expenses (e.g., a surprise tax of 25€ or a
"need" for new headphones) to simulate real-life financial situations.

4. Reflection and Discussion (20 minutes)

o After the shopping phase, participants will calculate their total spending and
determine what items they were able to purchase.

o Facilitate a group discussion about the choices they made:
= What did they prioritize?
= How did they handle unexpected expenses?

= Were there any items they wished they could have bought but
couldn’t?

= How did they decide between needs and wants?
5. Debriefing on Budgeting Strategies (20 minutes)
o Share tips for effective budgeting and financial planning:
= How to create a budget

= The importance of tracking expenses



= Setting financial goals

o Discuss real-life implications of staying within a budget and the consequences
of overspending.

6. Conclusion and Wrap-Up (10 minutes)
o Summarize key lessons learned from the activity.

o Encourage participants to reflect on their shopping habits and how they can
apply these lessons in their own lives.

o Provide resources for further learning about budgeting and personal finance.
Estimated Duration: 2 hours
Materials Needed:
e Fictional budget handouts
e Item list with prices
e Calculators (if needed)

e Pens and paper for notes

2. Savings Goal Race

Activity Overview: Participants will engage in a competitive game where they work towards
achieving a savings goal while managing income and expenses. This activity emphasizes the
importance of saving and staying on track despite financial temptations and setbacks.

Objective: To simulate the process of saving towards a goal and highlight the challenges of
managing income and expenses.

Detailed Plan:
1. Introduction (10 minutes)

o Explain the significance of setting savings goals and how to manage finances
effectively.

o Introduce the rules of the Savings Goal Race and its objectives.



2. Setting Up the Game (10 minutes)

o Each participant will choose a savings goal (e.g., $1,000 for a vacation, a new
gadget, or an emergency fund).

o Distribute a worksheet where participants can track their income, expenses,
and savings progress.

3. Game Mechanics (30 minutes)

o Rounds: The game will be played in rounds, with each round representing a
month.

o Income: At the start of each round, each player earns a set "income" (e.g.,
200¢€).

o Expenses: After income is distributed, participants will draw from an expense
card pile that includes various scenarios, such as:

= Bills: 100€

= Fun activity: 50€

= Emergency expense: 150€

= Unexpected opportunity (e.g., a sale on something they want): -75€

o Participants must decide how much of their income to allocate to savings
after accounting for their expenses.

o If they overspend (i.e., if their total expenses exceed their income), they will
have to subtract the excess amount from their savings goal.

4. Tracking Progress (20 minutes)

o After each round, participants will update their savings worksheets, noting
their income, expenses, and remaining balance toward their goal.

o Encourage participants to strategize about saving and spending decisions for
the next round.

5. Final Round and Winner Announcement (20 minutes)

o Continue the rounds until one participant reaches their savings goal.



o Celebrate the winner and discuss strategies that helped them achieve their
goal.

o Reflect on the challenges faced during the game, such as managing
temptations or unexpected expenses.

6. Conclusion and Key Takeaways (10 minutes)

o Summarize the importance of setting savings goals and making conscious
spending choices.

o Discuss how the game reflects real-life financial situations and encourage
participants to think about their own savings goals.

o Provide resources for budgeting and saving effectively.
Estimated Duration: 2 hours
Materials Needed:
e Savings goal worksheets
e Income and expense cards

e Pens and calculators (if needed)

3. The Budget Relay

Activity Overview: Participants will engage in a fast-paced team game where they create a
budget based on a given scenario. This activity fosters collaboration, critical thinking, and
practical budgeting skills.

Objective: To encourage participants to work together to create a balanced budget within a
time limit.

Detailed Plan:
1. Introduction (10 minutes)
o Explain the importance of budgeting and how it helps in managing finances.
o Introduce the Budget Relay activity and outline the rules and objectives.

2. Team Formation and Scenario Distribution (10 minutes)



o Divide participants into small teams (4-5 members each).
o Provide each team with a budget scenario. Examples include:
= "You are a college student with a 1,500€ monthly budget."
= "You are a young professional with a 3,000€ monthly budget."
=  "You are a family of four with a 4,500€ monthly budget."
o Distribute a worksheet for each team to record their budget allocations.
3. Budget Creation (20 minutes)

o Each team will have 15-20 minutes to allocate funds to various categories
(e.g., rent, groceries, transportation, entertainment, savings, emergencies).

o Encourage teams to discuss their choices and make collaborative decisions.

o Remind them to think critically about needs versus wants and the importance
of savings.

4. Team Presentations (20 minutes)

o After the time is up, each team will present their budget to the group (3-5
minutes per team).

o They should explain their allocations and reasoning behind their decisions.
5. Points and Feedback (20 minutes)

o After each presentation, other teams can ask questions or offer constructive
feedback.

o Award points based on criteria such as:
= Effective allocation of funds (e.g., savings, emergency funds)
= Balance between needs and wants
= Creativity in handling fixed versus variable expenses

o Keep track of points for each team.

6. Debrief and Discussion (20 minutes)



o Facilitate a discussion on the different approaches to budgeting taken by
each team.

o Discuss the importance of adaptability in budgeting for unexpected expenses
and financial goals.

o Highlight key takeaways from the activity, such as prioritizing needs over
wants and the value of saving.

7. Conclusion and Key Takeaways (10 minutes)
o Summarize the lessons learned from the Budget Relay.

o Encourage participants to apply these budgeting strategies in their personal
finances.

o Provide resources or tools for effective budgeting.
Estimated Duration: 2 hours
Materials Needed:
e Budget scenario handouts
e Budget allocation worksheets
e Pens and paper for notes

e Score sheet for points awarded

4. Financial Role-Playing Game

Activity Overview: Participants will simulate various life scenarios that require effective
budget management. This activity enhances understanding of financial decision-making,
encourages teamwork, and fosters critical thinking.

Objective
To help participants experience real-life financial challenges and develop practical
budgeting skills through collaboration and discussion.

Detailed Plan:
1. Introduction (10 minutes)



o Explain the significance of budgeting and financial management in daily life.
o Introduce the Financial Role-Playing Game, outlining the rules and objectives.

2. Team Formation and Role Assignment (10 minutes)
o Divide participants into small groups (4-6 members each).
o Assign each group a different role with unique financial profiles. Examples
include:
= Single Parent: Monthly income of €2,000, high childcare expenses.
= College Student: Monthly income of €1,500, tuition and living costs.
= Young Professional: Monthly income of €3,500, typical living
expenses.
o Provide each group with their financial profile and a worksheet for budgeting.

3. Initial Budgeting (15 minutes)
o Each group reviews their role and prepares an initial budget based on their
income and fixed/variable expenses.
o Encourage discussion among team members about how to prioritize
spending and saving.

4. Game Rounds (30 minutes)
o Conduct 3-4 rounds, each representing one month. In each round:
= Draw arandom event card and announce it to all participants.
= Give teams 5-10 minutes to adjust their budgets based on the event.
= Remind them to discuss strategies and decisions collaboratively.

5. Final Budget Review (15 minutes)
o After the last round, teams finalize their budgets based on all rounds.
o Each team prepares a brief presentation summarizing their budget, decisions
made, and adjustments due to events.

6. Team Presentations (20 minutes)
o Each team presents their final budget (3-5 minutes per team).
o They should explain their financial choices, adjustments, and the reasoning
behind their strategies.

7. Points and Feedback (20 minutes)
o After each presentation, allow time for questions and constructive feedback
from other teams.
o Award points based on criteria such as:
= Effective allocation of funds (e.g., savings, emergency funds).
= Adaptability to unexpected events.



= Balance between needs and wants.
o Keep track of points for each team.

8. Debrief and Discussion (20 minutes)

o Facilitate a discussion on the different strategies used by each team and the
challenges faced.

o Discuss the importance of being adaptable in budgeting for unexpected
expenses.

o Highlight key takeaways regarding prioritizing needs, managing wants, and
the value of saving.

9. Conclusion and Key Takeaways (10 minutes)

o Summarize the lessons learned from the activity.
o Encourage participants to apply budgeting strategies in their own lives.
o Provide resources or tools for effective budgeting.

Estimated Duration: 2 hours

Materials Needed:

5.

Role profile handouts

Budget allocation worksheets
Random event cards

Pens and paper for notes
Score sheet for points awarded

Create-Your-Own Business Simulation

Activity Overview: Participants will simulate the experience of running a small business,

focusing on budgeting, expense management, and profitability. This activity fosters

entrepreneurial skills and practical financial understanding.

Objective

To teach participants about budgeting and financial management through the creation

and operation of a mock business.

Detailed Plan:

1.

Introduction (10 minutes)
o Explain the significance of budgeting and financial planning in running a
business.



o Introduce the Create-Your-Own Business Simulation, outlining the rules and
objectives.

2. Team Formation and Business Idea Generation (10 minutes)
o Divide participants into small teams (4-5 members each).
o Each team brainstorms and selects a mock business idea, such as:
= Lemonade stand
= Craft shop
= Bakery
= Online store
o Encourage creativity and collaboration in choosing a business concept.
3. Budget Planning (20 minutes)
o Provide each team with a start-up budget (e.g., €500).
o Distribute a budget worksheet that includes categories for:
= Supplies (ingredients, materials)
= Marketing (advertising, signage)
= Rent (if applicable)
= Other expenses (utilities, licenses)
o Teams will plan their initial expenses, keeping in mind the importance of
balancing costs.

4. Simulation Rounds (30 minutes)
o Conduct 3-4 rounds representing business operation periods (e.g., weeks).
o Ineachround:
= Teams make decisions on production, pricing, and marketing
strategies.
= Introduce scenarios (e.g., “A local event could increase sales!”) that
impact income.
= Teams must track their income and expenses during each round.
= Encourage teams to adjust their strategies based on previous
outcomes.

5. Final Financial Review (15 minutes)
o After the last round, teams calculate their total income, expenses, and
profit/loss.
o FEach team prepares a brief presentation summarizing their business
performance and strategies.

6. Team Presentations (20 minutes)
o Each team presents their business outcomes (3-5 minutes per team).



o They should explain their budgeting decisions, profitability, and any
challenges faced.

7. Points and Feedback (20 minutes)
o After each presentation, allow time for questions and constructive feedback
from other teams.

o Award points based on criteria such as:
= Effective budgeting and expense management.
= Creativity in marketing and sales strategies.
= Overall profitability and business growth.

o Keep track of points for each team.

8. Debrief and Discussion (20 minutes)
o Facilitate a discussion on the different strategies used by each team and the
challenges faced in managing a business.
o Discuss the importance of adaptability in business planning and financial
management.
o Highlight key takeaways regarding budgeting, profit/loss analysis, and
entrepreneurial thinking.

9. Conclusion and Key Takeaways (10 minutes)
o Summarize the lessons learned from the simulation.
o Encourage participants to apply the budgeting and planning strategies in real-
life scenarios.
o Provide resources or tools for further learning about budgeting and
entrepreneurship.

Estimated Duration: 2 hours

Materials Needed:

¢ Start-up budget handouts

e Business idea brainstorming sheets
e Budget allocation worksheets

e Scenario cards for simulation rounds
e Pens and paper for notes

e Score sheet for points awarded
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