
Financing

Lending Money

Introductory Situation/Question

What could our marketing program/organization gain by lending money to other organizations?  Could we charge interest and make a profit?  What criteria would we require applicants to meet before we approved their loan? Could our school store house a credit union?

Objectives

1. Discuss banking relationships

2. Explain the purposes and importance of credit

3. Identify risks associated with credit (from the borrower’s and the lender’s aspect)

4. Establish loan criteria 

5. Make critical decisions regarding the acceptance of credit

First, if you don’t have money to loan, discuss this project as if you did.  Second, if you do have money, consider this…

Often, marketing organizations have an account separate from the school’s marketing education account due to the nature of the student organization, school store, and on-going fundraising efforts. If your organization has money, lending some of it can be profitable and educational.  Other clubs and organizations need money to invest in fundraisers with start up expenses, travel opportunities, etc. If your program offered financing, a small profit could be made from interest. 

Money or no money, introduce your students to the overall concept of credit and discuss objectives 1-3. Student’s knowledge of credit is sometimes limited to credit cards, which often has negative connotations. Make sure students understand the opportunities that credit gives to businesses. Most entrepreneurs need some type of credit to begin a business, and many businesses rely on credit to expand. Some businesses may even rely on credit for day-to-day operations when they have money ‘sitting in the bank.’  The use of credit allows companies to save their ‘cash’ and use it as collateral.  (Do the students know what collateral is?) 

See students’ handout regarding objectives 4 & 5. Use the students’ handout for direction with continued group discussion, assign for group work, or assign individually.

This project could be done as a real-life project.  Students could actually establish a credit union through the marketing class or in-school store.  Much more investigation into laws and investigation of the banking industry would be required for this possibility, making an educational project for competition!
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