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What Happens When a Bank Makes a Loan?

Lesson Description (Abstract): The students play roles in a simulation activity designed
to show how bank loans made to individuals can have an impact on others in the
community. Then, working in small groups, the students analyze other hypothetical
loans, using flow charts or other diagrams to describe the probable impact of each.

Goal(s):   The students will:
1. Define bank, income, interest, loan and profit.
2. Explain that banks accept deposits and make loans.
3. Analyze the economic impact of loans on the community.

Grade: For Grades 4 and/or 5

Time Required: 2 or 3 45-minute periods

Materials Needed:
This lesson is based upon the lesson from Learning, Earning and Investing from the
National Council for Economic Education and can be referenced  at
www.ncee.net/resources/lei_online_lesson3.pdf

One copy of Activity 1: Role Cards.  Cut apart
Class set of Activity 2: Play.  Only distribute the play to the ‘actors’ at first.
One copy of Activity 3: Record the Action.  Distribute to each student who does not
receive a role card
Class set of Activity 4: Debrief
Activity 4:  Instructions  (Optional)  Dialog to be read to students
Class set of Assessment 1
Class set of Assessment 2:  Performance Task and Task Rubric
Visual 1: Name Tags – 4 pages, 1 for each role
Visual 2:  Debrief - Transparency
Masking tape
Optional: toy cell phones and other props for the cast to use during the play

Benchmark[s] Addressed: Economics Standard Two 4-5a:  Students will understand the
role of banks and other financial institutions in the economy.

Essential Question Addressed:  To what extent are banks necessary for an economy?

Enduring Understanding:   A community’s overall levels of income, employment, and
prices are determined by the interaction of spending and production decisions made by all
households, firms, government, and trading partners.

Lesson Content:
Banks and other financial institutions perform two primary functions. First, they

accept deposits from people who want to save their money in a safe place and also earn
interest on their savings. Second, they lend money to people who want to borrow. When a
bank lends money, the transaction is called a loan. Loans create serious obligations.
Borrowers must repay bank loans, with interest. In paying interest, borrowers compensate
lenders for the use of their money.
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People often use borrowed money to buy goods and services in the community.
Their spending provides income for workers and business owners in the community, thus
fostering additional rounds of spending and saving.

Assessments:
There are 4 assessments associated with this lesson.

1) Activity 3:  Record the Action  Answer Key Attached
2) Activity 4:  Debrief  Answer Key Attached
3) Assessment 1:  Answer Key Attached
4) Assessment 2:  Task Rubric Attached

Procedures:
1. Tell the students that in this lesson they will learn about banks, the main services banks
provide and how those services affect people throughout a community. To get started, ask
the students if they have visited a bank with a family member, neighbor or friend.
Answers will vary.
Ask what services they think banks provide.  Answers will vary.

2. Explain that banks are businesses (some students may believe they are government
agencies) that provide a service in the community. Bank customers use banks for many
purposes.  They save money in bank savings accounts, for example, and they borrow
money from banks.

3. When somebody borrows money from a bank, the transaction is called a loan.
Borrowers must repay loans, with interest. Interest is the price paid for using someone
else’s money. The interest borrowers pay compensates lenders for the use of their money.

4. Lenders, in turn, obtain money for lending by accepting savings account deposits.
Banks pay interest to depositors to compensate them for the uses they make of the
depositors’ money. Thus, interest payments flow in two directions:  From banks to
savings depositors, and from borrowers to banks that make loans.

5. Make the point that borrowing and lending are activities that have a broad impact on
the community. Banks lend money to people who want to start up new businesses,
expand existing businesses, make improvements to their homes or buy large items such
as houses and cars. The spending generated in this way provides income for business
owners and workers. Business owners and workers thus are able to spend or save money,
and the money they spend and save provides more income for other people and more
money for banks to lend.

6. Tell the students that they will learn more about the effects of borrowing and lending
by participating in a role-play activity.

7. Distribute a card from Activity 1:  Role Cards  and a copy of Activity 2:  Play to 14
students. Explain that these cards describe each character in the play.

8. Distribute a copy of Activity 3:  Record the Action to the students who do not receive
role cards. Explain that these students will be asked to listen to the story and keep track of
what happens when loans are made.
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9. Ask the 14 students with role cards to take turns introducing themselves by reading the
information on their cards to the rest of the class.  1 additional student is needed to be
The

10.  Have the students who are playing roles come to the front of the room. Give each
character a sign with his or her name from Visual 1:  Name Tags. Tape the signs on the
characters. Remind those in the audience that they should take notes by recording the
information they hear on Activity 3:  Record the Action.   Visual 2:  Debrief –
Transparency could be used instead of taping the Name Tags to a chalkboard.

11. Allow time for the students to present the play. When they have finished, have them
return to their seats.  Distribute one copy of Activity 4: Debrief to each student.   Now
create a diagram similar to Activity 4:  Debrief on chalkboard using the signs that are
taped to the ‘actors’.    See Activity 4: Instructions – suggested dialog to guide students
through Activity 4: Debrief.

Debrief:
1.  Have students share their answers to the short answer question on Activity 4.  Then
have students brainstorm how they could ‘expand’ the diagram with additional
‘connections’.  For example Alisha Denzel could put some of her money into the bank –
so draw a connection between Alisha Denzel (contractor) and the bank.  Or, Tom
Andrews (drapes) could apply for a loan to buy additional equipment for his business.
Create a new box with the words “Sewing Machine Store” and draw lines from Tom
Andrews to both the bank and the new store.

2. Assessment 1 – Distribute one copy of both pages to each student.  This assessment
could be used as a homework assignment or an in class assignment.

3. Assessment 2:  Performance Task and Task Rubric – Distribute one copy of both pages
to each student.  Review the task with students explaining that they have a choice in how
the task is presented.  Posters-like Activity 4, speeches, commercials, letters,
advertisement, etc. should all be accepted for this task.
The Check/Rubric is for both the student and the teacher.  Students could fold the
Check/Rubric lengthwise so that they are only looking at the “Check list” side, which
should help guide them when completing the task.  The “Rubric” side can then be used
by the teacher for evaluation purposes.

Debrief: Draw students’ attentions back to the essential question(s) for the lesson.
Refocus their attention on the expectations embedded within the targeted benchmark.

Bibliography [Annotated]:
This lesson is adapted from Learning, Earning and Investing from the National
Council for Economic Education and can be referenced  at
www.ncee.net/resources/lei_online_lesson3.pdf
SUPPLEMENTAL PLAY:  An additional and similar play with 9 roles can be found at:
http://www.bankatschool.com/documents/MTN3106W.pdf   This could be used as a play  for the
students that were unable to participate in the original play of this lesson.

ADDITIONAL LESSONS ABOUT BANKS - EconEdLink    These lessons could be
used while the play is being rehearsed with the students that are not in the play.
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Banks, Bankers, Banking   In this EconEdLink lesson, students demonstrate
understanding of the processes associated with banking by role-playing as
customers, tellers, and guards. Included in this lesson are an interactive
activity, student handouts, and links to a variety of Web
resources.  http://www.econedlink.org/lessons/index.cfm?lesson=EM358

Big Banks, Piggy Banks   This EconEdLink lesson helps inform students that
there are many places where people can keep their money. They identify the
advantages and disadvantages of saving at home or saving in a bank. They
choose the appropriate savings place for having money easily available, having
it earn interest, and having it be safe. This lesson incorporates interactive
student activities and links to a variety of Web resources.  
 http://www.econedlink.org/lessons/index.cfm?lesson=EM455&page=teacher

ACTIVITY 1 ROLE CARDS
Cut cards apart and distribute to the students that will be acting out the
play.
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I am Tyrone Washington.
I have decided to remodel my
kitchen.  I’m going to borrow money
from my bank to pay for the
remodeling.

I am Cathy Alberichi.
I am a loan officer at Community
Bank.  I review and approve loan
applications.

I am Alisha Denzel.
My father and I own a home repair
and remodeling business.

I am Thomas Collier.
I own a cabinet shop.  I sell kitchen
cabinets and other items for kitchen
remodeling.

I am the narrator.
I provide background information for
our play.

I am Barbara Flowers.
I own an electrical supply shop.

I am Leontyne Miller.
I own a paint and wallpaper store.

I am Andrew Smith.
I am a carpenter.
When Ms. Denzel has work, she calls
me.

I am Suzanne Jones.
I am an electrician.  When Ms.
Denzel has work, she calls me.

I am Yolanda Lovell.
I operate a restaurant near Mr.
Washington’s home.  Many working
people stop here for lunch.

I am Michael Sutter.
I won a lumberyard.  Ms. Denzel and
her father often purchase lumber for
their projects at my lumberyard.

I am Tom Andrews.
I make drapes and other window
treatments.

I am Martha Cohan.
I own an appliance store.

I am Becky Thomas of Becky’s
Flooring.

ACTIVITY 2: Play
WHAT HAPPENS WHEN A BANK MAKES A LOAN?
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Tyrone Washington:[Standing in front of the audience]  I have decided that I want to
remodel my kitchen. To remodel, I will need a loan from the bank. I am going to visit the
bank now.

Cathy Alberichi: [Stand up to greet Tyrone Washington.  Pretend to shake hands]
Welcome to Community Bank. I am Cathy Alberichi. How may I help you?

Tyrone Washington: My name is Tyrone Washington. I want to apply for a loan to
remodel my kitchen. What must I do to obtain a loan?

Cathy Alberichi:[Hand Tyrone a piece of paper] We have a loan application that you
must complete and sign. When you have completed the application, we will review it and
let you know if the loan is approved.

Narrator: Mr. Washington completed the application and returned it to the bank. It is
now three weeks later.

Cathy Alberichi:[Sitting at your desk]  Mr. Washington, we are so pleased to provide
this loan. We hope that your remodeling project goes well.

Tyrone Washington: [Shake hands] Thank you. I have already begun talking with
the people who will do the work for me.

Narrator: Mr. Washington returned home and began making calls.

Tyrone Washington: [On the phone]  Ms. Denzel, this is Tyrone Washington. I
spoke with you last week. I have received my loan for remodeling. You provided the best
estimate for the work.  When can you begin?

Alisha Denzel: [On the phone] Mr. Washington, we can start next week. I’ll have to
begin calling my suppliers so that I have the materials we need. I’ll also contact the
electrician, the carpenter and the cabinet maker. I’ll call you tomorrow with the date and
time when we will begin.

Narrator: After Ms. Denzel finished speaking with Mr. Washington, she began making
other important calls.

Alisha Denzel:[On the phone]  Suzanne, this is Alisha. I have a new job that I’d like to
start next week. I’ll need an electrician to do some of the work. Are you available?

Suzanne Jones: [On the phone]  I am available and I could use the income. I guess
you’ll pay me when the job is complete like you always do.

Alisha Denzel: That’s right. I’ll order the lighting supplies from the electrical supply
shop. See you next week.  [Hang up the phone]
Alisha Denzel: [Make another phone call]  Thomas, this is Alisha Denzel. I have a
new job that includes kitchen remodeling. My customer wants new cabinets. I’d like to
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drop off my order tomorrow.  Do you think that you could have the cabinets ready in
three weeks?

Thomas Collier: Alisha, I’ll have the cabinets ready. I’m grateful to have your
business. Do you plan to pay a deposit and pay the balance when the cabinets are
finished?

Alisha Denzel: Yes, that’s my plan. [Hang up the phone] .   3 What Happens kes A
an?

Alisha Denzel: [Make another phone call]   Andrew, this is Alisha Denzel. I’m
remodeling a kitchen. I have ordered new cabinets.  I need to have those installed. I have
some other work for you, too. Would you be able to do some work in two weeks?

Andrew Smith: Yes, Alisha, I can do the work. I’m grateful to earn the wages you’ll
pay. Let me know when you want me to be there.

Alisha Denzel: [Hang up the phone]  [Make another phone call]    Michael, this is
Alisha Denzel. I have a job next week, and I need some lumber.  If I fax my order, could
you have the lumber delivered next week?

Michael Sutter: Alisha, I’ll have the lumber delivered. I’ll call the man who delivers
for me and make arrangements to have him work next week.

Alisha Denzel: [Hang up the phone]  [Make another phone call]   Ms. Flowers, this
is Alisha Denzel. I have a job next week and I need some electrical supplies. If I fax you
the order, can you have the supplies delivered next week?

Barbara Flowers: Yes, Ms. Denzel, I can.

Narrator: While Ms. Denzel is calling workers and suppliers, Mr. Washington is
making plans, too. He’s visiting a paint and wallpaper store and a shop that offers drapes
and other window treatments.

Leontyne Miller: [Greet Tyrone Washington]  Good afternoon, sir. How may I help
you?

Tyrone Washington: [Shake hands]  Good afternoon. I’m remodeling my kitchen,
and I want to buy some wallpaper and paint. Can you show me some wallpaper that
might be good for a kitchen?

Leontyne Miller: Yes, sir, I would be happy to.

Tom Andrews: [Walk over to Tyrone Washington]  Hello, sir. How may I help you?

Tyrone Washington: Hello. I’m remodeling my kitchen, and I want to buy some new
blinds for the windows. Can you help me?

Tom Andrews: Yes, I can.
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Narrator: Two weeks have passed. Alisha Denzel, Andrew Smith and Suzanne Jones
have been working each day at Mr. Washington’s home.   [All three are standing
together]

Alisha Denzel: I think that we should buy lunch at that burger shop up the street. We
ate there last week, and the food was good.  [All three walk away]

Narrator: The three go for lunch.

Yolanda Lovell: [Walk up to the three who are sitting at one table]  It’s good to see
you again. We always like it when customers come back. What can I get you to eat?

Narrator: The three workers order, eat and get back to their jobs.

Alisha Denzel:  Mr. Washington, we have a lot of the remodeling done. Soon we’ll be
ready to add the cabinets and other features. It would be a good idea if you would order
the floor covering and appliances. I have the names of two stores you might want to visit.
[Hand Tyrone a piece of paper]

Tyrone Washington: I can do that while you’re working this afternoon. [Walk away]

Narrator: Mr. Washington leaves to order floor covering and appliances.

Becky Thomas: [Walk up to Tyrone Washington]  Hello, sir. Are you interested in
some new floor covering for your home?

Tyrone Washington: Yes, I would like to order some ceramic tile. Do you have
someone who can install it next week?

Becky Thomas: Yes, sir, I can call the installer and set up an appointment. Let’s pick
out the tile you want.

Martha Cohan: [Walk up to Tyrone Washington]  Good afternoon, sir. May I help
you with some appliances?

Tyrone Washington: Yes, I’m remodeling my kitchen.  I want to buy a new stove,
refrigerator and dishwasher.   I would like to have them delivered in two weeks.  I also
need to have the old appliances picked up.  Do you provide that service?

Martha Cohan: Yes, sir. We can deliver your appliances, and I’ll call the company we
work with to pick up your old appliances.

Narrator: After several weeks, Mr. Washington had his remodeling work done. Each
month he makes a payment on his loan from the bank.    The end.

ACTIVITY 3:  Record the Action                Name _____________________________
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As you listen to the play, fill in the blanks in the statements below with the words
provided.

cabinets remodel income

Community Bank appliances wages

1. Tyrone Washington borrowed money from the bank so that
he could __________________.

2. Tyrone Washington hired Alisha Denzel’s company to do the
remodeling work. Mr. Washington will pay Ms. Denzel with
money he borrowed from ___________________.

3. Alisha Denzel will hire people to help her remodel Mr.
Washington’s house. Suzanne Jones is the electrician that
will work for Alisha. Ms. Jones said that she could use the
____________________.

4. Andrew Smith was grateful to earn the
____________________ Ms. Denzel would pay.

5. Thomas Collier was affected by Mr. Washington’s decision
to borrow from the bank because Mr. Collier made the
____________________ for Mr. Washington’s kitchen.

6. Martha Cohan was affected by Mr. Washington’s decision to
borrow from the bank because Mr. Washington ordered
____________________.

ACTIVITY 3:  Record the Action              Name _____ANSWER KEY_______
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As you listen to the play, fill in the blanks in the statements below with the words
provided.

cabinets remodel income

Community Bank appliances wages

1. Tyrone Washington borrowed money from the bank so that
he could ____remodel_________.

2. Tyrone Washington hired Alisha Denzel’s company to do the
remodeling work. Mr. Washington will pay Ms. Denzel with
money he borrowed from __Community Bank_____.

3. Alisha Denzel will hire people to help her remodel Mr.
Washington’s house. Suzanne Jones is the electrician that
will work for Alisha. Ms. Jones said that she could use the
__income_____________.

4. Andrew Smith was grateful to earn the ___wages_________
Ms. Denzel would pay.

5. Thomas Collier was affected by Mr. Washington’s decision
to borrow from the bank because Mr. Collier made the
___cabinets_________ for Mr. Washington’s kitchen.

6. Martha Cohan was affected by Mr. Washington’s decision to
borrow from the bank because Mr. Washington ordered
_appliances________________.




