
 

 

 
Lesson Title: Microfinance and Entrepreneurship 
 
Grade level: 9-12 
 
Topic/Subject Matter: Economics, Business, Entrepreneurship, World History 
 
Time Allotment Two to three 45-minute class periods 
 
Overview 
In this lesson, students will be introduced to the practice and industry of microfinance, learning how the 
provision of unsecured loans to low-income, small-scale entrepreneurs in the developing world has 
improved the business prospects and quality of life for many desperately poor people around the world. In 
the Introductory Activity, students will define key terms relating to entrepreneurship and business lending, 
and will explore “case studies” of hypothetical entrepreneurs in the developing world, brainstorming how 
these small business owners could potentially expand their businesses if they were to have access to 
monetary loans. 
 
In the Learning Activity, students will view segments from the PBS series The Ascent of Money to 
compare two economic models for the global alleviation of poverty, one based on property ownership and 
the other – microfinance – based on unsecured lending. The students will be introduced to the concept of 
microfinance and will explore how the model of creditworthiness used in microfinance differs from the 
traditional “bank” model. 
 
Lastly, the students will view profiles of real microloan applicants on the kiva.org website, preparing 
reports to present the stories and businesses of real-life entrepreneurs to their classmates. 
 
This lesson is intended as a stand-alone resource, but also follows nicely upon the “You Can Take That 
to the Bank!” lesson on the Ascent of Money website.  
 
Media Resources 
 
Video 
Available on The Ascent of Money website 
Clip 1: Is property the route to wealth? 
Clip 2: Microfinance 
 
Websites 
CitiFinancial: Resource Center: All About Credit 
http://www.citifinancial.com/resourcecenter/allaboutcredit_lender.php  
This Web site from Citibank details criteria for granting a loan or issuing a credit card. 
 
FRONTLINE/World – Uganda: A Little goes a Long Way 
http://www.pbs.org/frontlineworld/stories/uganda601/video_index.html 
A 15-minute video produced in 2006 for the PBS series “FRONTLINE/World” showcases the small 
business entrepreneurs in Uganda who were helped by the microfinance lending organization Kiva.org in 
its first year of business. 
 
Kiva.org 
www.kiva.org 
Kiva.org is a person-to-person microlending web site started in 2005 by a young American couple, Matt 
and Jessica Flannery. The site enables individual lenders all over the world to provide localized 
microfinance institutions with the capital for loans to needy entrepreneurs, and allows the lenders and 
loan recipients to have ongoing contact through email and the internet. 
 



 

 

 
Standards: 
National Standards for Economics 
Standard 10: Role of Economic Institutions 
• Institutions evolve in market economies to help individuals and groups accomplish their goals. 

Banks, labor unions, corporations, legal systems, and not-for-profit organizations are examples of 
important institutions. A different kind of institution, clearly defined and enforced property rights, is 
essential to a market economy.  

 
Standard 14: Profit and the Entrepreneur 
• Entrepreneurs are people who take the risks of organizing productive resources to make goods and 

services. Profit is an important incentive that leads entrepreneurs to accept the risks of business 
failure. 

 
Standard 15: Growth 
• Investment in factories, machinery, new technology, and in the health, education, and training of 

people can raise future standards of living. 
 
McRel Compendium of K-12 Standards 
Business Education 
Standard 15:  Knows unique characteristics of an entrepreneur   
Level IV [Grade 9-12] 
• Benchmark 2.Knows that entrepreneurship relates to the capacity to take responsibility for one’s own 

future, to initiate creative ideas, develop them, and to carry them through into action in a determined 
manner 

 
Standard 20:  Understands the financing necessary to start a business   
Level IV [Grade 9-12]    
• Benchmark 1.Knows factors that affect the amount of money needed to start a business (e.g., 

nature, size, and location of the business; current economic conditions; credit policies) 
• Benchmark 5.Knows the financial statements a lender would evaluate when considering whether to 

grant a loan to an entrepreneur (e.g., projected income statement, cashflow statement, balance 
sheet) 

 
 
National Standards for History 
World 5-12 Standards 

Era 9 - The 20th Century Since 1945:  Promises and Paradoxes 
STANDARD 3: Major global trends since World War II.  
Standard 3A: The student understands major global trends since World War II.  

Therefore, the student is able to:  
• Analyze causes of economic imbalances and social inequalities among the 

world’s peoples and assess efforts made to close these gaps. 
 
Materials  

For each student: 
• “Terms and Definitions” Student Organizer  
• A description of an entrepreneur, cut from the Entrepreneur Descriptions sheet. See the 

“Prep for Teachers” section, below, for instructions. 
• “ Profiles of Microloan Applicants” Student Organizer  

 
For the class:  

• Terms and Definitions Answer Key  
• A computer connected to an audiovisual projection system, for viewing video segments 
 



 

 

 
Objectives 
Students will be able to: 

• Define key terms related to entrepreneurship, lending, and microfinance; 
• Understand that poverty is a wide-reaching global problem, and describe two economic 

models designed to ameliorate it;  
• Name the criteria used by banks to evaluate the creditworthiness of a potential loan 

grantee;  
• Describe the difference between a “traditional” bank loan and a loan given by a 

microfinance institution; 
• Understand that poverty in and of itself is not opposed to creditworthiness; 
• Give examples of entrepreneurs in developing countries who might benefit from a 

microfinance loan; 
• Discuss the ideas and actions of the American entrepreneurs Jessica and Matt Flannery, 

who founded kiva.org and expanded it into a successful social enterprise. 
 
Prep for Teachers 

Prior to teaching this lesson, you will need to: 

Preview all of the video segments and Web sites used in the lesson. 

Download the video clips used in the lesson to your classroom computer, or prepare to watch them using 
your classroom’s Internet connection. 

Bookmark the Web sites used in the lesson on each computer in your classroom. Using a social 
bookmarking tool such as del.icio.us or diigo (or an online bookmarking utility such as portaportal) will 
allow you to organize all the links in a central location. 

Prepare the “Entrepreneur Descriptions” for the class - cut out the individual descriptions along the lines 
so each applicant is on a separate strip of paper. Make sure there are enough strips for each student (or 
pair of students) to get one (multiples of each applicant are ok).  

If you prefer, print out the “All About Credit” page from the CitiFinancial: Resource Center: All About 
Credit website for student reference in the Introductory Activity (otherwise students may visit this site 
online). 

Make copies of the Student Organizers. 

 
Introductory Activity: Entrepreneurship and starting a business 
 

1. Ask the students what the name is for someone who starts, organizes, and manages his or her 
own business? (Answer: entrepreneur)  

 
2. Next ask: what does an aspiring entrepreneur need in order to start a business? (Accept all 

answers, which should include capital, or elements that could function as capital: money or 
goods that can be used to produce more wealth). Confirm with the students that one thing that 
entrepreneurs need to start a business is capital.  

 
3. Distribute the “Terms and Definitions” student organizer to each student. Have the students fill in 

the definitions for the first two terms, which they have already discussed. An Answer Key is 



 

 

provided for teacher reference. As the lesson proceeds, students should fill in the rest of the 
definitions for the terms on the organizer as they arise. 

 
4. Tell the students that capital is something entrepreneurs need not only to start a business, but 

also to expand their businesses. Ask: How can entrepreneurs get the capital they need to start or 
expand businesses? (Answer: by getting a loan – also known as credit).  

 
5.  Pass out the “Entrepreneur Descriptions” strips to the class – 1 strip to each student or pair of 

students. Tell the students that each strip identifies an entrepreneur in the developing world. For 
each scenario, the students should think of at least one way that the individual could expand his 
or her business (to get more profit). Specifically, what would a loan of additional capital enable 
him or her to do to expand the business? Give the students a few minutes to come up with ideas, 
then share with the class. (Ideas might include: buying more inventory, investing in equipment or 
tools, renting or buying a storefront, buying livestock, or hiring staff).  

 
6. Now have the students imagine that the entrepreneurs put in applications to a bank for loans to 

expand their businesses. What would the banks want to be sure of before lending them the 
money? (Answer: The banks want to be sure that the loans will be repaid).  

 
7. Examine the factors that a typical bank will consider when evaluating a loan application. Explain 

the term creditworthy to the class, and have the students create the chart below (leaving the 
right-hand column empty for the moment). Have the students visit the CitiFinancial: Resource 
Center: All About Credit website (or distribute printouts of the page to the class) and explore the 
factors that contribute to a bank’s assessment of creditworthiness in a potential borrower (making 
sure the students also define each term on their “Terms and Definitions” Student Organizer – see 
the “Terms and Definitions Answer Key” for suggested definitions). [NOTE: If students have 
completed the “You Can Take that To the Bank!” lesson, they may be able to do this step from 
memory]. 

 
Factors included in creditworthiness assessment 

Banks  
Character (mostly credit history)  
Capacity  
Capital  
Collateral  
Conditions  

 
 

8. Remind the students of the entrepreneurs they read about earlier. Ask the students to refer to the 
creditworthiness factors and determine why these individuals might have trouble getting a loan 
from a bank? (They may have no prior loans on which to base a character assessment that relies 
largely on this, they may not have large income potential for the capacity assessment, nor much 
net worth for the capital assessment, they probably have few items of value to offer as collateral). 
If these individuals were to present their loan applications to a typical Western bank, would they 
likely be approved? (Most likely, no!).  

 
 
Learning Activity 1: Two models of credit for the poor 

1. Discuss the global problem of poverty: over 1 billion people in the world survive on less than one 
dollar a day, which is a figure used by international organizations to measure abject poverty 
(equal to over three times the entire population of the United States, or one in every five people in 
the world).  This is a problem on a grand scale, and many people are trying to find ways to raise 
the global poor out of poverty.  

 



 

 

2. Explain that the inability of poor people to borrow money to expand businesses and generate 
wealth has been one factor in the ongoing difficulty people around the world have in raising 
themselves out of poverty. 

 
3. Review the concept of collateral by asking the students to give you examples of collateral that 

might be leveraged for a business loan (these should be items of high value). Make sure that 
students understand that one of the most common forms of collateral for individuals seeking 
loans is the home that they own. But what about people who are too poor to own homes? 

 
4. Frame Video Clip 1, “Is property the route to wealth?” by explaining that many poor people 

throughout the world cannot afford to own homes, and also are too poor to pay rent to landlords. 
The poorest people worldwide often set up shanties or huts in the shadows of cities, building on 
land that does not belong to them. This practice is known as “squatting.” In this video clip, the 
students will see if programs encouraging home ownership among the poor can help them out of 
poverty by providing them with collateral.  

 
5. Provide the students with a FOCUS, asking them to determine how the video answers this 

question: Can making sure poor people own their own homes give them the means to rise out of 
poverty? PLAY Clip 1. Follow up by discussing the focus question (No – in the Argentinean 
example, a government program to encourage property ownership - one that gave squatters 
leases that converted after 20 years to full ownership of their homes - did not ensure they could 
borrow money after that).  

 
6. Review the elements of a typical bank’s assessment of creditworthiness.  Consider: How did 

giving poor Argentineans title to their property impact their character, capacity, capital, collateral, 
and conditions? (It increased their capital and the collateral they could use against a loan, but did 
nothing for their character, capacity, or conditions. Using the typical bank definition of 
creditworthiness, they were still not considered creditworthy).  

 
7. FRAME Clip 2, “Microfinance,” by explaining that this video segment will show a totally different 

way to get money in the hands of poor people around the globe. Provide the students with a 
FOCUS, asking them to determine: “How are the loans that the Bolivian women are receiving in 
the video segment different from traditional bank loans?”  PLAY Clip 2. 

 
8. FOLLOW UP by reviewing the focus question (the loans seen in the video are different from 

traditional bank loans in that they are not secured with anything – no collateral backs up the loan). 
Ask: Would the women in the clip be considered creditworthy by a traditional bank? Why or why 
not? (No – they have very little capital or capacity, no collateral and no credit history on which to 
base a character assessment). Explain that this model – of giving out small unsecured loans to 
poor entrepreneurs who have no collateral or prior loan history to back up their repayment 
promises – is called microcredit and is one of the services of a financial service industry called 
microfinance. The institutions lending the poor people the money are not traditional banks, but 
microfinance institutions that specialize in this kind of lending. Have the students fill out the 
definitions for these terms in their “Terms and Definitions” Student Organizer. 

 
9. Explain that while the traditional bank criteria for creditworthiness do not apply to most microcredit 

applicants, the microfinance model has proven that poor people, with little to no net worth or 
assets, can still be extremely creditworthy. Microfinance loans get successfully repaid 95 to 98 
percent of the time – a rate higher than for almost any other kind of loan, including student loans 
and credit card debt in the United States (source: Grameen Bank Foundation, 
http://www.grameenfoundation.org/what_we_do/microfinance_in_action/faqs/#9) 

 
10. Ask the student which Bolivians, in particular, were shown as being creditworthy in the video? 

(Women). Explain that not all microfinance institutions give loans only to women, as ProMujer 
does, but that in general it has been found that women with many responsibilities in the home are 



 

 

extremely dependable, financially responsible, and pay back loans promptly and on time. 
Microfinance, in fact, has opened up a completely new set of criteria for creditworthiness. Have 
the students create a chart comparing the traditional bank criteria for creditworthiness to the 
microfinance criteria for creditworthiness. Lead them through the activity by creating the following 
chart on the board: 

 
Factors included in creditworthiness assessment 

Banks Microfinance institutions 
Character (mostly credit history) Character (mostly responsibilities to 

home and family and reputation in the 
community) 

Capacity Strength of business plan 
Capital  
Collateral  
Conditions  

 
Culminating Activity 

1. Distribute the “Profiles of Microloan Applicants” Student Organizer to the students. Explain the 
instructions on the organizer: as homework (or in class if time permits), have the students view 
the 15-minute video from the FRONTLINE/World episode “Uganda: A Little Goes a Long Way,” at 
http://www.pbs.org/frontlineworld/stories/uganda601/video_index.html (this video showcases the 
lives and businesses of some microloan recipients in Uganda, and shows how an innovative 
website, kiva.org, provided a new way for individuals in the United States to loan money directly 
to these small business owners who had been preapproved for loans by Ugandan microfinance 
institutions).  
 

2. As a FOLLOW UP to the FRONTLINE/World video, lead a discussion in the class about Jessica 
and Matt Flannery (founders of kiva.org). Ask the class to describe how they, too, are 
entrepreneurs – and to name some steps they had to take to run their successful enterprise 
(generate the idea, work with local partners, set up the technology, hire staff, build a website, 
expand the business with new technology etc.) 

 
3. The Organizer also directs students to visit kiva.org and browse profiles of the microloan 

applicants on the site, picking one entrepreneur to present to the class (this can be completed as 
homework). The students will produce written reports, at least some of which should be shared 
orally with the class.  

 
4. If desired, this activity could be used as a stepping-off point for real fundraising and loan granting 

from the class and/or school, granting and tracking loans using kiva.org, Donors Choose, or 
another microloan website. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

ENTREPRENEUR DESCRIPTIONS 
 

So in Vietnam: So is 27 years old and resides in a rural village. To earn a living for himself and 
his family, he has a motor taxi business, providing transport to locals. He recently had to sell 
his motorbike to pay for a family medical emergency, leaving him without a source of income. 

Sieng in Cambodia: Sieng lives in rural Cambodia. She has been a silk weaver since she was 
fifteen years old. She sells her finished product to a buyer who then takes it to sell at market in 
Phnom Penh. Usually she is only able to buy enough raw silk to make a few pieces of cloth 
each year. 

Djavid in Azerbaijan: Djavid has been selling men’s shoes for seven years. He began selling 
to acquaintances and friends, and after a while realized that he had a lot of clients. He now 
goes door-to-door to sell shoes in his neighborhood.   

Mercy in Nigeria: Mercy sells medicine. She has been in this business for a long time. Her 
inventory is limited and she does not always have the medicine that her customers request.  

Delger in Mongolia: Delger lives in a central province of Mongolia. He started a small 
carpentry business in 1991. He makes wooden furniture, such as chairs, beds, and tables. His 
clients are mostly from the town where he lives.  

Edina in Bosnia and Herzegovina: Edina lives with her husband in a small village. Her 
husband works for a construction firm. Edina has one cow and she sells milk and milk products 
to increase the monthly income for her household. 



 

 

Marta in Nicaragua: With her life savings, Marta started selling breakfasts starting early in the 
morning at bus stations in the markets of Managua, Nicaragua. She was eventually able to 
build a small stall, where she now sells meals at breakfast, lunch and dinner to customers. 
Over the years, her stall has gotten worn and dirty.  

Mr. Phem in Cambodia: Mr. Phem is 56 years old. He is a musician who is often hired to play 
at ceremonies such as wedding parties and other happy occasions. Each time he is hired, he 
rents musical instruments from a business in town.  

Elisa in Peru: Elisa is a 38-year-old farmer. About five years ago, in addition to other crops, 
Elisa began to plant flowers. These flowers fetch a good price especially around public and 
religious holidays. Elisa would like to expand her flower business, but flowers exhaust the soil 
much more than other crops.  

Narantsetseg in Mongolia: Narantsetseg is 23. She started an office supply and service 
center with only one desktop computer, allowing customers to surf the internet, send faxes and 
correspond using email. Sometimes customers come in who want services she cannot provide, 
like scanning, copying, or printing documents.  

Leticia in Peru: Leticia is 28 and lives with her husband. She sells alpaca wool in a market in 
the city closest to her home. Her wool is of a very high quality, so it sells very quickly. The 
hardest part of her work is walking to the market with her wool. It is very tiring for Leticia to 
carry all the wool to market.  

Juana in El Salvador: Juana runs a general store from her house in San Salvador, El 
Salvador. She has a limited supply of products, and sometimes runs out of favorite items. 



 

 

Kofi in Ghana: Kofi lives in Elmina, Ghana. He melts scrap metals and uses them to 
manufacture coal pots and locally-made ovens. Clement uses his income to pay for rent, utility 
bills and other financial expenses.  
 

Angela in Zambia: Angela started her school business in 1998 with six pupils. School 
enrollment has since grown to 68 pupils, who are packed into tight facilities with insufficient 
textbooks and school supplies for all of them. The school only has two teachers. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

Profiles of Microloan Applicants 
 
PART I: 

• First, view the 15-minute video from the FRONTLINE/World episode “Uganda: A Little 
Goes a Long Way,” at 
http://www.pbs.org/frontlineworld/stories/uganda601/video_index.html. Then respond to 
the question below: 

 
What businesses did Grace, Amos, and Molly run? How did individuals in the United 
States, like Nathan and Olga, connect to Grace, Amos, and Molly to help them expand 
their businesses?  
 
 
 
 
 
 
 
 
 
PART II: 

• Next, visit the kiva.org web site, at www.kiva.org. 
 

• Browse the profiles of some entrepreneurs on the site. (Note that you can sort the 
entrepreneurs by various factors including their gender, the sector of their business, and  
their region of the world). 

 
• Imagine that you can grant a loan to one of the applicants. Pick ONE loan applicant 

who is particularly interesting to you and prepare a 2-3 paragraph report for your 
classmates on him or her, making a case for why he or she should be selected to 
receive a microloan. Include the information below and any other relevant details.  

 
 

• Name of entrepreneur: 
 

• Country of Residence: 
 

• Type of business:  
 

• Amount of loan requested: 
 

• What will they do with the loan? 
 

• Why was this applicant particularly interesting to you?  
 

• Do you think he/she will pay back the loan (is creditworthy)? What are the criteria 
you are using to assess his or her creditworthiness?  

 
• How will the loan benefit the individual, the family, and the community? 

 



 

 

Terms and Definitions 
 
Term Definition 

Entrepreneur  

Capital  

Credit  

Creditworthy  

Character  

Capacity  

Collateral  

Conditions  

Unsecured loan  

Microcredit  

Microfinance  

Microfinance 
institution 

 

 
 



 

 

Terms and Definitions ANSWER KEY 
 
Term Definition 

Entrepreneur Someone who starts, organizes, and manages a business. 

Capital Wealth (e.g. money or goods) that can be used to produce more 
wealth. Commonly, capital refers to money that can be used to start 
and maintain a business. 

Credit The extension of money to someone with the agreement that it will be 
repaid later; i.e. a loan.  

Creditworthy Financially sound enough to be offered a loan. 

Character Takes into account a person’s repayment history with all the loans they 
have taken out in the past, their work history, and other behaviors such 
as honesty in filling out applications. 

Capacity How capable a person is financially of taking on a loan – a picture of an 
individual’s income and his or her existing debt obligations. 

Collateral Property or other assets that a lending institution is entitled to take if 
you fail to repay a loan (i.e., house, car, machinery, etc.). 

Conditions The national and local economic outlook. 

Unsecured loan A loan that is not secured with collateral or a guarantor. The loan is only 
backed up by the borrower’s promise to repay it. 

Microcredit Very small amounts of credit (loans) that are extended to small-scale 
entrepreneurs. 

Microfinance Financial services for poor, low-income clients, including the provision of 
microcredit loans. 

Microfinance 
institution 

Organization that supplies microfinance services. 

 
 


