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7.2 Women Entrepreneurs and
Financial Literacy

2 MIN READ

There is still a significant gender gap when it comes to financial literacy in Canada' — studies confirm that
women generally don't do as well as men in terms of financial knowledge and confidence.? This can have
major consequences on the success of women-owned businesses.

Women's financial knowledge

Research suggests that women entrepreneurs typically do not do as well on financial literacy tests.®
According to a Scotiabank report, women are 56% more likely than men to have low financial knowledge.*

Consequences of low financial knowledge:®

« Challenges during the start-up phase
- Ineffective business practices
« Poor financial decisions
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Women's financial confidence

Women entrepreneurs also tend to have a lower financial confidence level. According to the same
Scotiabank report, only 45% of women say they feel financially confident, as opposed to 58% of men.®

Consequences of low financial confidence:”

«  Fear of failure

- Less motivated to start a business

« Lessinclined to make external financing requests
«  Limited access to capital

«  Slower business growth

Financial literacy levels and their significance, according to a Scotiabank report®

High level knowledge
and cofidence g 40% & 60%

«  Business owners have good financial knowledge and confidence.
«  More likely to make external financing requests.
. Optimal level that entrepreneurs should aim for.

B 48% ‘ 52%

«  Business owners who are overconfident, meaning that they think that they have the knowledge to
financially manage a business, actually do not have all the knowledge they should.

Level of knowledge and

high level of confidence
(overconfident)

- Will not hesitate to apply for financing, even from expensive sources that could jeopardize the future
viability of their business.

- Rarely seek the advice of professionals when making business decisions.
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High level of knowledge

and low level of confidence
(under-confident)

A 48% "‘ 52%

« Business owners who lack confidence, meaning they have the financial knowledge to manage a
business, are actually not confident enough.

«  These entrepreneurs are more reluctant to apply for financing.
- They tend to seek out the advice of professionnals when making business decisions.

Low level of knowledge and H
confidence : g 62% gvg 38%

« Business owners have low levels of financial knowledge and confidence.

Less likely to be successful entrepreneurs.

Less likely to apply for financing.

As seen in the Scotiabank report, there is a pressing need to increase women entrepreneurs’ level of
financial confidence and knowledge. While knowledge can be increased (see Tool 7.1), confidence is more
difficult to change as it depends on the entrepreneur’s personal perceptions. Tools 7.3 and 7.4 provide a
number of potential solutions to help women become more confident entrepreneurs.
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Disclaimer
All documents prepared for the LEADING LENDERS project were developed in line with the most appropriate and recent terminology.
However, we recognize that terminology is subject to change over time. To the best of our ability, we have attempted to use

terminology that respects the dignity and rights of all individuals.
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