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Risk: (noun)

The likelihood of possible
losses and returns under
conditions of uncertainty.



ABOUT THE AUTHORS

Clare Beckton
BA, LLB, MPA

Clare Beckton is founding Executive Director

of the Centre for Women in Politics and Public
Leadership at Carleton University. She is a for-
mer senior executive in the Federal Public service,
and author of Own it-Your Success, Your Future,
Your Life. She is a member of the advisory board
of the Canadian Board Diversity Council, the Har-
vard Women's leadership board, vice-president
of the College of Homeopaths of Ontario and
member of UNICEF's 25th team. She is a sought
after speaker and mentor and has twice been
named by WXN as one of Canada's Top 100
Most Powerful Women.

Janice McDonald
B.A. M.A. ICD.D MFA

Janice McDonald is an award-winning entrepre-
neur. Her latest start up is www.thisspaceworks.
com. She is a member of the Harvard Women’s
Leadership Board and Chair of IWF Canada Otta-
wa Chapter. WXN recognized her as Canada's
Top 100 Most Powerful in 2013, 2014 and 2015
and WCT's Chair’s Award of Distinction in 2016.
A sought after speaker on Leadership and Entre-
preneurship, her TEDx talk has been viewed over
10,000 times. She is a board director with Futur-
preneur and Ashbury College.

Samina M. Saifuddin

Samina M. Saifuddin holds a PhD in Management
from the Sprott School of Business at Carleton
University. She holds an MBA from Western
Kentucky University (USA), M.Com and B.Com
in Management from University of Dhaka (Ban-
gladesh). She was a faculty member (1995 — 2008)
in the Management Department in the University
of Dhaka. Her research focuses on gender and
work, barriers, advancement, women in technolo-
gy careers, entrepreneurship, social capital and
networking behavior.

Umut Riza Ozkan

Umut Riza Ozkan holds a PhD from the School of
Public Policy and Administration, Carleton Univer-
sity and works as a researcher for the Centre for
Women in Politics and Public Leadership. He is
currently teaching an undergraduate course at the
Department of Political Science. He is also a Se-
nior Fellow at the Centre on Governance, Ottawa
University. He writes extensively on labour and
employment policy issues in developed and
developing countries, as well as labour market
policies of international organizations.



Executive Summary

Woman-owned businesses
contribute billions of dollars
to the Canadian economy

every year.

Female entrepreneurs are ambitious and want to grow
their business, making risk related decisions that are
necessary to achieve their objectives. Despite the evi-
dence that female enterprises are increasing in number,
financial institutions and investors have not fully under-
stood or supported their resource needs to start and
grow their businesses. In addition a high value placed
on projected fast growth does not support women entre-
preneurs in their desire to grow sustainable businesses.
Women owned businesses contribute billions of dollars
to the Canadian economy, and with more financial sup-
port, premised on a more holistic understanding of how
women entrepreneurs make risk related decisions,
could significantly augment their contribution.

The assumption in business and academic circles
that women entrepreneurs are risk averse negatively
impacts assessments of women'’s entrepreneurship and
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Since 1996, self-employed women
with an incorporated business has
more than doubled.




their ability to seek funding for both start-up and
growth. Qualitative and quantitative research shows
this assessment is not accurate nor useful when
making important decisions respecting women en-
trepreneurs. This study offers a more process-orient-
ed approach to risk by paying greater attention to
how risk is calculated and assessed by female en-
trepreneurs and offers a holistic approach to deter-
mining how female entrepreneurs calculate risk
when making decisions relating to their business.

There is a growing body of evidence that chal-
lenges the assumption in the literature that women
entrepreneurs are risk-averse. This is significant be-
cause the number of self-employed women with an
incorporated business has increased by 15% since
2007, prior to the recession, and it has more than
doubled since 1996. These statistics are important
because establishing an incorporated business is
often a sign that self-employed women are commit-
ted to ‘fostering entrepreneurship — investment in
large, long gestation, innovative, and risky activi-
ties.”” A similar trend can also be observed in the Unit-
ed States: during the period of 1997-2015, ‘the
number of women-owned enterprises increased by
74% — arate 1'2 times the national average.’

Also, entrepreneurial performance of female entre-
preneurs — which can be measured by economic
growth, innovation, and market expansion — can
be used to understand their approaches to risk re-
lated decisions. Industry Canada’s 2011 Survey on
Financing of Small and Medium Sized Enterprises
(SMEs) shows that there was not any significant dif-
ference between male and female-owned enterpris-
es in terms of high economic growth. For instance,
9% of companies with majority female ownership
and 7.1% of companies with full female ownership
had more than 20% economic growth rate, while
7.8% of fully male owned enterprises and 7.3% of
companies with majority male ownership achieved
such economic growth.

What is more, the Survey highlights that female
entrepreneurs were at least as innovative as their
male counterparts between 2008 and 2011. 43.5%
of companies with majority female ownership and
38.9% of companies with full female ownership intro-
duced at least one type of innovation (e.g., product

! Levine and Rubinstein (2013: 2)

innovation, process innovation, market innovation, and
organizational innovation). Similarly, 44.2% of majority
male-owned companies and 35.3% of fully male-owned
companies engaged in an innovation activity during the
same period. Innovations have led to increased sales in
both majority female-owned enterprises (61.6%) and full
female-owned enterprises (77.3%). Interestingly, 47.2%
of majority female-owned companies and 68.3% of fully
female-owned companies reported that they had cap-
tured a larger share of the existing market through their
innovations.

Existing literature and studies place too much empha-
sis on taking risk as the ultimate goal. Such overemphasis
on risk mainly stems from the tendency to frame it with an
outcome-oriented vocabulary such as ‘take’ risk, ‘avoid’
risk, and ‘averse’ risk, which leads many people to inten-
tionally or unintentionally focus more on the outcome of
female and male entrepreneur’s risk-taking behaviour. It is
also important to distinguish ‘rational’ decisions pertain-
ing to risk and ‘irrational’ decisions involving risk. To make
such a distinction, we need a more process-oriented
approach to risk by paying greater attention to how risk
is calculated and assessed by female entrepreneurs and
focusing on the interplay of multiple factors that affect
entrepreneurs’ decisions involving risk.

A literature review and interviews with over 100 entre-
preneurs highlight that contextual (e.g., external financial
support, internal financial and social support, and sup-
port from professional networks), perceptual (e.g., desire
for autonomy, fear of failing, person’s belief in her ability
to achieve high entrepreneurial performance), and socio-
psychological factors (such as gender and entrepreneur-
ial personality) influence female entrepreneurs approach
to decisions related to risk. The results that were obtained
from the interviews and the literature review clearly dem-
onstrate a need for a holistic approach that examines the
interplay of these multiple factors affecting female entre-
preneurs’ calculation of risk. Such a holistic perspective
also enables a better understanding of the link between
risk and economic and social success because female
and male entrepreneurs’ decisions related to risk are
often influenced by their notion of success which is de-
fined both in financial and social terms. Taking a holistic
approach is essential to support the aspirations of women
to start and grow sustainable businesses and to the
growth of the Canadian economy.

2 http://www.womenable.com/content/userfiles/Amex_OPEN_State_of_WOBs_2015_Executive_Report_finalsm.pdf



Findings

Risk Is a means to
achieve social and
economic goals and

not an

end In itself.

1. Women entrepreneurs are ambitious and want to
scale-up their business. Most women entrepreneurs look
for opportunities to grow. Some are more cautious in their
approach and want to ensure stability of their business.
They take a holistic approach to growth and focus more
on long term sustainability. Impact on their staff often
influences their decisions around risk and rate of growth.
Women often seek ways to increase profit at their current
business level rather than simply looking to growth to
achieve this result. Moreover, they are likely to engage
experts or seek expert advice when considering growth.
Many women entrepreneurs reported that they took
courses on entrepreneurship to operate their business.
Some also reported learning necessary terminologies
to apply and get bank loans.

2. Women entrepreneurs make decisions that require
risks. Many expressed their decisions related to risk
as calculated or rational and agreed that taking risks
was required to build and grow their businesses. Some
women mentioned that they need more information about
the potential risks and consequences of a decision so
that they can make calculated decisions on risk. A com-
mon theme that emerged was, experience gives women
entrepreneur’s greater confidence to make decisions
related to risk.

3. Risk is a means to achieve social and economic goals
and not an end in itself. As such, understanding the role
of risk in female entrepreneurship requires looking at risk
more holistically. Stating that women entrepreneurs are
risk averse does not begin to reflect the multiple factors
that influence women entrepreneurs when they are mak-
ing decisions involving risk. There is a need to examine

and include a number of variables to reflect the ele-
ments that shape how entrepreneurs look at risk in-
cluding motivation, context, education, adaptability
self- perception and gender.

4. Women and men entrepreneurs’ risk-oriented
decisions are influenced by their notion of success.
Men may view earnings as an indicator of success
and therefore they may make their decisions related
to risk based on this notion. For women entrepre-
neurs, earnings are important but balance in life is
also important and they often take into account the
implications for all aspects of their lives when making
decisions related to risk.

5. Women’s motivation to operate a business can
influence the decision making process that involves
risk. Many women start a business to be in control,
to experience challenge, to create something and to
gain financial independence; many start a business
because they need to generate income; and some
take over their family business to better manage the
operation. These different motivations are likely to
influence their assessment and calculation of risk.
Women who start and run businesses for indepen-
dence, challenge and to create something of value
often make decisions that involve risk easier than
the women entrepreneurs who start their business
because they need an income.

6. Women entrepreneurs’ views on decisions related
to risk are influenced by their perceived level of
confidence. Women who feel confident are more
likely to make decisions that embrace risk than




women who have self-doubts or fear failure. How-
ever, with business success, the women interviewed
reported that they became more confident, less
fearful of failure, and consequently they now find it
easier to make such decisions. Others started their
business with a great deal of confidence that they
could succeed.

7. Women entrepreneurs’ attitude toward risk-related
decisions is influenced by contextual factors. Some
women entrepreneurs’ reported they are or were in
a position to make risk-related decisions because
they had a supportive family or qualifications to find
jobs in case of business failure, or simply failure was
not an option because they had a family to support.

8. Women entrepreneurs take a relationship and longer
term approach to business. They build and grow their
business by building relationships with their clients,
suppliers, employees and funders. For many women,
success is not about starting a company and selling
it quickly. Success is about staying in business for a
longer term.

9. Women face greater obstacles in acquiring loans
from banks. Women entrepreneurs in general are not
satisfied with their experience with financial institu-

tions. Lack of access to capital prevented many wo-
men from growing their businesses as quickly as they
would have liked. Financial institutions fail to fully un-
derstand the relationship-oriented approach women
entrepreneurs follow and their longer term orientation
for their business. Instead, banks and financial institu-
tions are more fixated on numbers. Access to capital
can be a barrier for women entrepreneurs even in the
growth stage.

10. Many women owned businesses are funded through
personal finances. Often women start business with their
own resources or by taking personal loans from friends,
family, and/or organizations such as Futurepreneurs or
the Business Development Bank of Canada (BDC). Women
avoid taking loans from venture capitalists or investors
who want a larger share as women entrepreneurs often
want to have control over their businesses. Alternatively
they take on partners who can help them in running the
business.

11. Lack of awareness about the existing credit offered
by the banks for female-owned businesses might also
be part of the reason why women entrepreneurs do not
apply for funding to these institutions. Lack of awareness
of credit options has a direct impact on a businesses’
ability to grow.

Between 2001 and 2011,

950,000

In 2012, 950,000 women were self-
employed, accounting for 35.6% of
all self-employed persons.

In 2012, according to a recent report,

47% of small and medium-sized
enterprises (SMEs) were entirely
or partially owned by women.




Recommendations

1 / Changing Risk Metrics
and Collecting Data

3/

Financial institutions need to rec-
ognize that women entrepreneurs
are comfortable making decisions
related to risk. They look at risk as
part of making decisions to sustain
and grow their businesses.

2/

The metrics of business success
used by lenders and investors
should include a more holistic un-
derstanding of risk and a measure
of sustainability that is often adopt-
ed by female entrepreneurs as a
strategy of business growth. Fast
projected growth should not be the
determining factor, as sustainabili-
ty is critical to business success in
the longer term. Understanding that
women seek to grow their business
and not necessarily seek a speedy
exit is important to financing deci-
sions. Women often take a strate-
gic approach to their business as a
whole and to growth in particular.

Gender disaggregated statistics are
necessary for a full understanding
of the needs and successes of
women owned businesses. Finan-
cial institutions and governments
need to gather evidence related to
both male and female entrepreneurs
and not assume that findings apply
equally to both.

4/ Communications

and Relations

Better communication channels
between financial institutions and
women entrepreneurs to facilitate
applying for and accessing funding
would be beneficial to all entrepre-
neurs. Women often find the process
of seeking a business loan very
onerous and they often feel humili-
ated by the application forms and
how they feel treated by front-line
staff. More streamlined and easy
to access application processes
are needed to encourage women
entrepreneurs to seek funding and




to overcome their reticence based
on past experiences of their own
and other women entrepreneurs.
Front-line staff of lender organiza-
tions, who deal with customers,
should be trained to respond to
the needs of female entrepreneurs.
Often institutions assume simply
placing a women in the lending
role will solve all the challenges.
Entrepreneurs want someone in
the lending role who can under-
stand their business irrespective
of their gender.

5/

Financial institutions and investors
can take a leadership role by adopt-
ing a new, more relationship-based
approach when they work with fe-
male entrepreneurs. A holistic and
“partner” approach would resonate
with many female entrepreneurs.
Women repeatedly spoke about the
desire to have a relationship with
their bankers and investors where
they become more knowledgeable
about the women's business and
are not merely promoting their
funds or services. Understanding
the motivations for women starting
their business and the goals they
seek to achieve will provide insight
into services that will advance
women's entrepreneurship.

6/

Financial institutions and other
investor stakeholder may need to
develop communication strategies
to increase awareness among fe-
male entrepreneurs about available

credit sources dedicated to female
owned start-ups. Institutions can
make women aware of availability
of funds and support using multi-
ple means including women's en-
trepreneur organizations, social
media and other forms of market-
ing that are visited by and appeal
to women entrepreneurs.

7/ Educational Opportunities
and Support

Financial institutions should take a
proactive approach and offer small
and medium size businesses more
educational opportunities such as
financial literacy training, how to
analyze risk in the business con-
text and growth strategies in to-
day's markets, and how to obtain
and leverage funding for growth.
Lending organizations can also
partner with other entrepreneur
organizations to provide these
educational opportunities

8/

Mentorship programs can help
women increase their confidence
and business knowledge and may
contribute to their business devel-
opment. Further, mentors can
coach, prepare and help the fe-
male entrepreneur on how to get
funding for her businesses and
how to grow and sustain her bus-
iness. Financial institutions and
governments can support mentor-
ing programs for women entrepre-
neurs through women's enterprise
centres and other entrepreneur
organizations who are able to
facilitate mentoring programs.

9/

Financial institutions should share
success stories of financing women
and how these institutions help them
to build their business in order to
address the concerns of women
about financial institutions. Current
recognition and awards programs
highlight successful female-owned,
high growth businesses but do not
necessarily link the success of
these companies to their funding
partners.

1 0/ Enterprise Centres

Opportunities exist for financial in-
stitutions and investors to engage
with female entrepreneurs at every
stage of their business to build re-
lationships and enhance their busi-
ness growth. Providing information
to entrepreneurs, and inviting them
to educational and networking ses-
sions that benefit their business are
a few ways that institutions can help
support women entrepreneurs.

11/

Government supported Women's
Enterprise Centres are helping wom-
en entrepreneurs and these Centres
should be expanded to offer services
and funding opportunities to wom-
en entrepreneurs in all regions of
Canada. Similar services in the US
have proven to be very successful.
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Introduction

The existing debate
places too much
emphasis on taking risk
as the ultimate goal.

The assumption in business and academic circles that
women entrepreneurs are risk averse negatively impacts
assessments of women's entrepreneurship and their
ability to seek funding for both start-up and growth.
Qualitative and quantitative research shows that this
assessment is not accurate nor useful when making
important decisions respecting financing for women
entrepreneurs to start or grow their businesses.

The existing debate places too much emphasis on
taking risk as the ultimate goal. Even though risk is an
essential component of entrepreneurship, treating
‘risk-taking’ as the main objective of entrepreneurship
obscures its economic and social implications. Put
differently, risk-taking on its own becomes the objec-
tive to be achieved rather than being a means to meet
economic and social goals.

Such overemphasis on risk stems mainly from the
tendency to frame it with an outcome-oriented vocab-
ulary such as ‘take’ risk, ‘avoid’ risk, and ‘averse’ risk,
which leads many people to intentionally or uninten-
tionally focus more on the outcome of female and male
entrepreneur’s risk-taking behaviour. It is also import-

ant to distinguish ‘rational’ decisions pertaining to risk
and ‘irrational’ decisions involving risk. Taking too much
risk without a thorough examination of the situation or
taking risk for its own sake may have adverse implica-
tions for society and the economy.

This study offers a more process-oriented approach
to risk by paying greater attention to how risk is calcu-
lated and assessed by female entrepreneurs focusing
on the interplay of multiple factors that affect entrepre-
neurs’ decisions involving risk. Such a holistic perspec-
tive also allows us to understand the link between risk
and economic and social success because female and
male entrepreneurs’ decisions related to risk are often
influenced by their notion of success which is defined
both in financial and social terms. In existing literature,
risk refers to “the extent to which... [entrepreneurs]...
are inclined to take business related risk and it involves
‘activities such as borrowing heavily, committing a high
percentage of resources to projects with uncertain out-
comes and entering unknown markets.”

Further, researchers often define risk as the likeli-
hood of possible losses and returns under conditions



of uncertainty. This definition is problematic in terms
of understanding the risk attitudes of female and male
entrepreneurs because it assumes that entrepreneurs
do not have any control over the ‘conditions of uncertain-
ty’ while making decisions related to risk. Put differently,
the definition considers individuals as ‘passive’ agents
in the face of uncertainty. Not surprisingly, this static
understanding of risk contributes to the reproduction
of stereotypes that women are risk-averse while men
are risk-takers. For instance, the research on risk-taking
often frames survey questions around financial returns
and probable successes rather than assessing the par-
ticipants’ adaptability and flexibility to changing condi-
tions of uncertainty while making decisions related to risk.
Such an understanding does not capture how female
entrepreneurs sustain their businesses in the medium
and long-term by adapting to changing environments
related to risk. In other words, it does not assess how
female entrepreneurs manage and calculate conditions
of uncertainty as part of their decision-making activity.
Another misconception in the existing conversation
is that female entrepreneurs are a homogenous group.
In fact, there is a huge variation among female entre-
preneurs with regards to their decisions involving risk,
which manifests itself in the nature of their business,
their economic outcomes and successes. The domi-
nant approach to risk — the outcome-oriented approach
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— is unable to explain such differences since it solely
concentrates on the level of risk taken by female entre-
preneurs relative to male entrepreneurs. It assumes
equally that male entrepreneurs are homogenous and
all engage in similar levels of risk taking. Finally, there
is a perception that an approach to risk remains the
same through an entrepreneur's working life.

It is time to change this discourse with a process-
oriented perspective to risk, which focuses on how
female entrepreneurs ‘calculate’, ‘assess’, and ‘man-
age’ risk under changing conditions and examines the
factors that influence the decision-making process
including risk. This report suggests a framework (see
Figure 1) to understand the female entrepreneur's risk
behaviour by focusing on the role of perceptual factors
(e.g., a person’s belief in her ability to achieve high
entrepreneurial performance, desire for economic
independence, fear of failing, and motive), contextual
factors (e.g., external financial support, financial and
social support from family and friends, and from pro-
fessional networks), and socio-psychological factors
(e.g., different personality traits such as being sociable,
consciousness, agreeableness, neuroticism, and open-
ness to explore novel ideas). By offering a fresh perspec-
tive, this holistic view aims to provide a more meaningful
discussion of the divergent pathways to entrepreneur-
ship and the associated rational and calculated risks.

Factors Affecting Women Entrepreneurs’ Risk-Related Decision Making

H Social Psychological

Dimension
Perceptual Dimension .
Positive —
Contextual Dimension Autonomy
Entrepreneurial
Self-Efficacy
> N\
N
N
\
|
Personality
Traits
Entrepreneurial

Motive

Negative — Support from
Fear of Failure Professional Network
External
Financial
Internal Support
Outcome Financial and
Expectations Social Support



METHOD

The review process for this report includes
an in-depth look at the experiences of female
entrepreneurs, as well as the current state of
female entrepreneurship in Canada and in the
world. Information for this review was drawn
from three activities:

e A selective literature review on female
entrepreneurship and the factors that
influence female entrepreneurship;

e More than 100 interviews with female
and male entrepreneurs across Canada;

and

e A Critical Conversation, held at Carleton
University that brought together senior
representatives from banks, government
including Industry Canada, entrepreneurs,
academia, and NGOs.

The literature review involved the use of reports
on women's entrepreneurships in Canada and
broader reports from the USA, and the collection
and analysis of relevant quantitative data on
female entrepreneurs in different sectors. This
literature search assisted us in identifying the
current state of female entrepreneurship, factors
that influence female entrepreneur’s decision
making that involves risk, and the main issues
that need to be addressed in order to promote
female entrepreneurship.

The interviews aimed to capture women’s paths
to entrepreneurship, and how female entrepre-
neurs calculate their decisions and manage risk
in changing dynamic environments with some un-
certainty. Those interviewed gave their sugges-
tions for potential solutions to augment women'’s
engagement in entrepreneurship.

The Critical Conversation captured the views
and insights of senior leaders, across different
sectors, respecting the challenges, best prac-
tices and opportunities for change to promote
female entrepreneurship. These were helpful in
framing the report.

Structure and Format of the Report
The report is composed of five main sections
including the introduction. PART Il presents
an overview of the situation of female entrepre-
neurs in different sectors and their entrepreneur-
ial performance. PART lll analyzes the interviews
conducted with female entrepreneurs from
different sectors. PART IV outlines the holistic
framework and its components to analyze the
risk attitudes of female entrepreneurs. While
building such a framework, the study relies on
the findings of the global literature on women
and entrepreneurship and what was discerned
from the interviews with entrepreneurs. PART V
outlines a series of recommendations relating to
the proposed new perspective relating to women
entrepreneurs and risk and identifies potential
areas for future research.
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In the last few years,
there has been growth
In the number of
women owned business

in Canada.

In the last few years, there has been growth in the number
of women owned businesses in Canada. The number of
self-employed women climbed by 23%3, while the num-
ber of self-employed men grew by 14% between 2001
and 2011. In 2012, 950,000 women were self-employed,
accounting for 35.6% of all self-employed persons.*
According to a recent report, in 2012, 47% of small and
medium-sized enterprises (SMEs) were entirely or par-
tially owned by women.® It is important to understand to
what extent these women owned businesses engage in
entrepreneurial activity as women continue to be an
untapped resource for increasing economic growth.
The literature has recently started to use the number
of self-employed with an incorporated business as an
indicator (or a proxy) to understand female and male
entrepreneurial activity.® This is mainly because self-
employed people with an incorporated business often
have ‘the explicit goal of fostering entrepreneurship —

! http://www.statcan.gc.ca/tables-tableaux/sum-som/101/cst01/labor64-eng.htm
2 http://www.statcan.gc.ca/tables-tableaux/sum-som/101/cst01/labor64-eng.htm
3 TD Economics (2015)

* Levine and Rubinstein (2013: 2)
> Levine and Rubinstein (2013: 2)
¢ Levine and Rubinstein (2013: 2)

investment in large, long-gestation, innovative, and
risky activities.”” Incorporation involves two features
that benefit entrepreneurship: ‘limited legal liability’
(which ‘reduces the potential downside losses to equity
holders, increasing the appeal of purchasing equity in
high-risk, high-expected return projects’) and separate
legal identity’ (which reduces the likelihood that ‘share-
holder-specific shocks’ ‘disrupt firm activities, increasing
the appeal of investing in large, long-gestation projects’).
In contrast, unincorporated business owners tend to
‘initiate less innovative, smaller, and shorter-gestation
activities that do not benefit much from the limited liabili-
ty and independent legal identity traits of the corpora-
tion.”® According to the Labour Force Survey of Statistics
Canada, the number of self-employed women with an
incorporated business has increased by 15% since 2007,
prior to the recession, and it has more than doubled
since 1996.

7 Levine and Rubinstein (2013: 2)
8 Levine and Rubinstein (2013: 2)
? Levine and Rubinstein (2013: 2)



14

Self-Employed Women with an Incorporated Business
(in thouands)
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Most of the self-employed women with an incorporat-
ed business were concentrated in sectors related to
‘professional, scientific and technical services’, ‘trade’,
‘health care and social assistance’, and ‘utilities and
public administration’. A very recent study conducted
in the U.S. demonstrate a similar trend in the sectoral
distribution of women-owned enterprises: 17% of
women-owned enterprises were in health care and
social services sector; 13.3% of them were in profes-
sional, scientific and technical services; 10.5% of them
were in administrative support and waste management
services; 9.5% of them were in retail trade.™

The geographical distribution of self-employed wom-
en also varied. Ontario was the province which had the
highest concentration of self-employed women, which
was followed by British Columbia, Alberta, and Quebec
in 2014. It is important to note that the number of self-
employed women with a business increased in British
Columbia by 52% from 2013 to 2014. Alberta has slightly
surpassed Quebec in regards to the number of self-
employed women with an incorporated business in the
same period.

Despite the potential of ‘self-employment with an
incorporated business’ as a measure for entrepreneur-
ship, this indicator does not fully measure the entrepre-
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neurial activity of women-owned businesses. More
specifically, self-employment refers to working for one’s
self, while entrepreneurship highlights innovation and
expanding the business into new markets, and export-
oriented businesses.

Industry Canada’s 2011 Survey on Financing of Small
and Medium Sized Enterprises (SMEs) provides an over-
view of the entrepreneurial activities of female business
owners. According to the Survey, companies with full
and majority female ownership have mainly concentrated
in sectors related to accommodation and food services
(25.4%), retail (24.4%), and health care and social assis-
tance, information and cultural industries, arts, entertain-
ment and recreation (22.4%). Female owned SMEs
enterprises are mostly concentrated in Ontario (30.6%),
which is followed by Atlantic Canada (19.9%), Quebec
(17.5%), British Columbia and Territories (14.8%), and
Alberta (13.9%).

Furthermore, women owned SMEs (both fully female
owned and majority owned by female) constituted 19.1%
of the businesses that were 2 years old or younger, 17.1%
of the business that were between 3 to 10 years old,
16.8% of the businesses that were older than 10 years
but younger than 20 years, and 13.5% of the businesses
that were older than 20 years.

Geographic Distribution of Self-Employed Women with an Incorporated Business
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1" http://www.womenable.com/content/userfiles/Amex_OPEN_State_of WOBs_2015_Executive_Report_finalsm.pdfp. 5



Another important characteristic of female entrepreneurs is
Average Yearly Growth that female owners of SMEs who were younger than 30 years
in Sales/Revenues were less represented than female owners from other age
groups. For example, 7.9 % of businesses with an owner who
was younger than 30 years old were fully female owned busi-
nesses, whereas this ratio was 14.7% of businesses with an
owner who was between 30 to 39 years old, 14.3% of busi-
nesses with an owner who was between 40 to 49 years old,
12.6% of businesses with an owner who was between 50 to
64 years old, and 12.9% of businesses with an owner who
was older than 65 years old.

Further, female-owned SMEs were generally small in size.
For example, 17.4% of the SMEs with less than 5 employees
were female owned businesses, while 14.7% of the SMEs which
had between 5 to 19 employees were fully owned by women.
Only 10.1% of the female owned SMEs had more than 20 but
less than 100 workers. The representation of female owned
SMEs becomes even smaller (4%) in SMEs with more than
Negative Growth 100 workers and less than 500 workers. Having described the
characteristics of female owned SMEs with regards to sectoral
distribution, size of the enterprises, age of their business, and
owner’s age, it is also important to measure the entrepreneurial
activities and performance of these SMEs.

B Companies with majority Il Companies with full
female ownership female ownership
[ Companies with majority Companies with full
male ownership male ownership
No Growth
Less than More than 10% More than
10% Growth but less than 20% 20% Growth

Source: Industry Canada (2011). Table 19: Average Yearly Growth in Sales/Revenues. Survey on Financing and Growth of
Small and Medium Enterprises.

U https://www.ic.gc.ca/eic/site/061.nsf/vwapj/SEC-EEC_eng.pdf/$file/SEC-EEC_eng.pdf, p. 10
2 https://www.ic.gc.ca/eic/site/061.nsf/vwapj/SEC-EEC_eng.pdf/$file/SEC-EEC_eng.pdf, p.12



High economic growth is often an indicator of the
existence of entrepreneurial activity. High growth firms
are considered to be entrepreneurial, because ‘there is
something significantly novel about their products, their
processes, or their markets that allows them to expand
rapidly.”"" Generally speaking, a large proportion of the
SMEs had annual economic growth of less than 10% in
2011. Companies with more than 20% growth constituted
around 7-9% of SMEs, 9% of the companies with ma-
jority female ownership and 7.1% of companies with full
female ownership had more than 20% economic growth.

Export focus is another indicator used to understand
entrepreneurial orientation. Companies that export are
more likely to face competition and therefore, they are
more likely to innovate to take advantage of opportuni-
ties to enter into new markets. Export-oriented com-
panies tend to have high-growth rates and high job
creation.”? According to the SME Survey, female-owned
enterprises exported less than male-owned enterprises
in 2011. Not surprisingly, the percentage of export sales
of female-owned enterprises was also lower than male-
owned enterprises. This difference can be explained in
part by the fact that female-owned SMEs were mainly
concentrated in service industries (such as accommo-
dation and food services, health care and social assis-
tance, and retail trade), whereas male-owned SMEs had
a higher concentration in export-oriented sectors
(e.g., the knowledge-based and manufacturing sectors)
compared to other sectors. It should, however, be noted
that only a small portion of both female and male-owned
enterprises were engaged in exporting their products
in 2011. Furthermore, a minority of female (6.1% of majori-
ty female-owned and 6.9% of fully female-owned) and
male-owned (12.3% of fully male-owned and 17.4% of
majority male-owned) enterprises stated that they in-
tended to expand their businesses into new markets.

Innovation is also a key indicator for high entrepre-
neurial performance. Female entrepreneurs were at least
as innovative as their male counterparts between 2008
and 2011. To illustrate, 43.5% of companies with majori-
ty female ownership and 38.9% of companies with full
female ownership introduced at least one type of innova-
tion (e.g., product innovation, process innovation, market
innovation, and organizational innovation). Similarly,
44.2% of majority male-owned companies and 35.3%
of fully male-owned companies engaged in an innova-
tion activity during the same period.

Moreover, both majority female-owned and fully
female-owned enterprises were more successful than
their male counterparts with respect to product innova-
tion. Female-owned enterprises (15.2% of fully female-
owned enterprises and 22.5% of majority female-owned
enterprises) performed better in introducing market
innovations, which generally include new media or
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Source: Industry Canada (2011). Table 21: Sales by
Destination and Table 22: Exports. Survey on Financing
and Growth of Small and Medium Enterprises.
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and Growth of Small and Medium Enterprises.
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techniques for product promotion, new methods for
sales and new price strategies.'

These innovations have led to increased sales in
both majority female-owned enterprises (61.6%) and
full female-owned enterprises (77.3%). Interestingly,
47.2% of majority female-owned companies and
68.3% of fully female-owned companies reported that
they had captured a larger share of the existing market
through their innovations.

The above discussion shows that women entrepre-
neurs are not underperforming when compared to male
entrepreneurs. More importantly, it highlights that women
make decisions involving risk since each of the above
mentioned indicators of success (i.e., economic growth,
innovation, and market expansion) involves decisions
related to risk. In contrast, within the entrepreneurship
literature, it is often argued that women in general are
more risk-averse than their male counterparts.' This
area of research asserts that women not only exhibit
risk-aversion tendencies in taking business loans but
also in engaging in fast-paced business growth.” The
positive correlation between risk-taking and business
growth indicates that risk-taking may strengthen growth
whereas risk-averse tendencies may weaken growth.

Another common misconception in the literature
on entrepreneurship is that female entrepreneurs are
a homogenous group. In fact, there is a huge variation

among female entrepreneurs with regards to their deci-
sions involving risk, which manifests itself in the nature
of their business, their economic outcomes and success-
es.'® By drawing from the Survey of Self-Employment,
one study shows how different motivations of female
entrepreneurs to start businesses affect the economic
performance of their businesses in Canada."” The study
identifies three types of female entrepreneurs with re-
gards to their motivation to engage in entrepreneurship.’®
The first group is composed of female entrepreneurs
(‘classic entrepreneurs’) whose main motivation to start
a business is independence, challenge, and financial
independence. This group of female entrepreneurs is
more likely to have an incorporated business (82.3%)
and to be employers. Also, these types of female en-
trepreneurs are less likely to own home-based busi-
nesses (29.4%) and they tend to work full-time (82.3%).
These classic female entrepreneurs are more engaged
in sectors like professional and technical services (49.8%)
than sectors such as personal services, accommodation
and retail (35.3%). The second group of female entre-
preneurs (‘work-family entrepreneurs’) includes female
entrepreneurs who give more priority to work-family
balance and flexibility. They are more likely to work

in home-based businesses (67%) and work part-time
(83.4%). Only a small portion of these work-family
female entrepreneurs have incorporated businesses

According to the Survey of Self-Employment,

$60,000+

was average income earned
by classic entrepreneurs in
the given year.

The study also found that,

while 22.1% of classic entreprenurs made $60K+,
only 4.1% of work-family entrepreneurs and 3.1%
of forced entrepreneurs earned the equivalent.

B http://www5.statcan.gc.ca/cansim/a34?lang=enges
mode=tableSummaryeid= 3580261pattern=
358-0261..358-0265¢ st ByVal=2¢r&pl=-1¢~p2=31

5 Bird and Brush (2002)
'® Hughes (2006: 107)

" Watson and Robinson (2003:773-788)

7 Hughes (2006: 107)
" Hughes (2006: 107)
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Source: Industry Canada (2011). Table 19: Average Yearly Growth in Sales/Revenues. Survey on Financing and Growth of

Small and Medium Enterprises.

(16.1%) and they are employers (20.7%). Their business
mainly concentrates in high-tier sectors (58.4%), followed
by low-tiered sectors (31.1%), and goods sectors (10.5%).
The last group of female entrepreneurs (‘forced entre-
preneurs’) is comprised of entrepreneurs who start-up
business due to unemployment, job loss and lack of
work opportunities. Nearly half of these entrepreneurs
have home-based businesses (41.2%) and only a small
fraction of these businesses are incorporated (18.8%).
They generally work full-time (74.8%) in high-tier (52%)
and low-tier services (43.5%). Only a very small group
of forced entrepreneurs work in the goods sector (4.4%)."°
In terms of economic performance, the study showed
that classic entrepreneurs did better than work-family
entrepreneurs and forced entrepreneurs. The study
found that 22.1% of classic entrepreneurs made more
than $60,000 in the given year, while only 4.1% of work-
family entrepreneurs and 3.1% of forced entrepreneurs
earned such an amount of income.?° Given the fact that
female entrepreneurs have different motivations to
start a business and in making decisions involving risk,
it is necessary to identify the factors that influence their

¥ Hughes (2006: 107)
2 Hughes (2006: 107)

motivations for engaging in entrepreneurial activity.

Entrepreneurship literature has a tendency to focus too
much on the outcome of risk partly due to the vocabulary
it uses. The issue of risk is often narrowed down to the
dichotomy of risk-averse versus risk-taker, which obscures
the decision making processes behind risk. In contrast,
a process-oriented approach would improve our under-
standing about how multiple factors influence women’s
risk-related decisions. It would shed more light on the
divergent pathways to entrepreneurship for both women
and men in contrast to the existing literature that focuses
on the level of risk taken by entrepreneurs.

Such a holistic view pays attention to the role of several
factors — contextual, perceptual, and socio-psychological
— in female entrepreneurship. It is thus important to
understand how each of these factors influences entre-
preneurs’ risk-related decisions, particularly for female
entrepreneurs. Part IV, offers a conceptual framework
based on research and supported by the findings of the
interviews which integrate these factors in order to gain
an in-depth understanding of risk-related decisions and
entrepreneurial activity and success.
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sults from Interviews and
Crltlcal Conversa tion Event

Most women
start a business
because they are
passionate about
something — not
to make a million
[dollars].”



A number of interviews and focus groups, conducted
with men and women entrepreneurs across Canada and
across industry types, deepened the understanding of
the factors and the processes through which business
risks are formed and assessed by examining the actual
experiences of women entrepreneurs across a variety
of sectors.

A Critical Conversation with women entrepreneurs
and other stakeholders including banks, government,
academia, and NGOs also contributed to the in-depth
analysis. Anecdotal evidence in the entrepreneurial and
finance literature indicates that gender plays a role in
investment decisions and women entrepreneurs tend
to invest more in less risky ventures. This is an over
simplification of a complex process that perpetuates
gender biases and leads to stereotyping.?' This gender
bias and stereotyping disadvantages not only women
entrepreneurs in accessing financing for growth but also
limits lending and financial companies from revenue
generating opportunities.

Both a literature review and findings from interviews
and focus groups, as well as the Critical Conversation,
demonstrate that work needs to be done to change
current outcomes for women entrepreneurs. Risk,
in the lived experience of entrepreneurs goes beyond
financial risk and requires a more holistic approach to
understand its impact in entrepreneurial success. The
traditional male-entrepreneurial model and its approach
to risk and growth assessment, as well as gender bias
toward financing women-owned companies, pose key
obstacles for women's entrepreneurial growth and
success.

Women entrepreneurs have different approaches to
risk informed simultaneously by multiple internal (per-
ceptual and socio-psychological factors) and external
(contextual and social) factors. The following section fur-
ther elaborates on the themes that emerged from inter-
views and focus group discussions and presents strong
evidence of the need for financial institutions and lenders
to develop a holistic risk assessment approach.

21 Hibbert, Lawrence, and Prakash (2008:1-56)
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Women entrepreneurs are ambitious
and want to scale-up their business

Women entrepreneurs look for opportunities to grow,
however, they are careful in their approach. Many take
a holistic approach to growth and take a long term
orientation. Moreover, they are likely to engage experts
or seek expert advice while considering whether to grow.

Women entrepreneur’s view on growth:

“I made a bid for a large contract without experience
or all of the resources — once | won it, | found a way to
create partnerships to deliver (do it and figure out how
to get it done later).”

“My investment experience helped me tremendously.

I learned to engage experts and seek expert advice.”

Some of the women entrepreneurs have a stronger
entrepreneurial personality — they are ambitious
and in situations where they lack resources to ex-
plore future opportunities, they engage experts or
create partnerships to leverage competencies and
grow. This also indicates that women are rational and
work toward controlled profitable growth. Our finding
mirrors the results of a recent study conducted by UK
based commercial bank Barclays?? and calls for atten-
tion toward a holistic approach that helps in building
businesses with solid foundations.

Women entrepreneurs look at risk
differently than traditional approaches

Generally, female entrepreneurs perceive risk both
in terms of economic and social value which differs
from traditional approaches that consider risk mainly
from an economic point of view. For example, risk is
often described by women entrepreneurs as hiring the
right person, having a debt, renting/ leasing a warehouse
space, or the impact it may have on her family or the
reputation of the company.

2 Barclays (2015:14). https://www.home.barclays/content/dam/barclayspublic/images/news-newsite/2015/06/Barclays%20report%2020150616v1-final pdf
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My risk tolerance
IS now higher

because

have

more experience
and time.”

Women entrepreneur’s view on the biggest risk:

“Big risk and challenge is hiring the right expertise
(make a mistake and you do not have the expertise
that you need).”

“Bought a bigger warehouse during the down turn —
was poised to grow the business as markets improved —
this was big risk but successful, without it no growth.”

A man entrepreneur’s perspective on the biggest risk:

“The biggest risk that | took was a Barrhaven restaurant.
It never made much money and | learned from the experi-
ence. He further adds, | do not take risk — | need to feel
100% positive.”

A female entrepreneur said risk is simply a challenge
and another said a challenge is as an opportunity.

The conceptualization of risk appears different between
men and women entrepreneurs as seen from the above

comments and the interviews and Critical Conversation.

In 2014, Ontario had the highest
concentration of self-employed women,
followed by British Columbia, Alberta,
and Quebec.

In British Columbia, from 2013 to 2014,
the number of self-employed women
with a business increased by 52%.



Women entrepreneurs make decisions
that require taking risks.

Women entrepreneurs make decisions that involve risks
including the decision to start a business. A common
theme that emerged was experience gives women
entrepreneurs confidence to make risk-related deci-
sions. Mentors can also increase confidence and pre-
vent costly business mistakes.

Women entrepreneur’s view on the role of mentors in
mitigating risk:

“To mitigate risk, | need to get my strategy in place and
have more conversations with mentors and peers who will
help me with getting reading for the challenges | will face
going forward.”

Many women also identified themselves as making
decisions relating to risk differently compared to their
husbands or partners. A number mentioned, they prefer
to calculate risks; and therefore, they collect more
information before they make their decisions. Some
also mentioned they could make decisions involving
greater risks once their children grew older and moved
out, some became less willing to make risk-related de-
cisions as they aged and began thinking of exit strate-
gies. Some male entrepreneurs that we interviewed
were more conscious and conservative as they became
successful and had more assets to lose. Some men
also mentioned having children and family caused them
to make less risk-related decisions than earlier. To the
extent that men and women's life experiences differ, they
may view risk from a varied perspective at different
stages of their lives.

Women entrepreneur’s view on risk-related decisions:

“My husband is less of a risk taker than myself. He does
have different strengths though. He was running a business
that was too small and he was not watching the numbers.
| said “go big or go home.”

“I have more experience; children are grown and | can
pick up speed. It is easier to focus on where | want to be
in 20 years. | can now be available for higher margin cli-
ents because | had held back on some success because
of other priorities. My risk tolerance is now higher because
| have more experience and time.”

“l do a lot of research — have big ideas but from ex-
perience if | know | can do it. | will then seek financing.

| take educated or ‘calculated’ risks.”

A group finding at the Critical Conversation Event:

“One strength in women’s approach to risk... is that
women will go further to get all of the data they need

% Humbert and Brindley (2015:2-25)
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before they start something. For instance, women in
careers feel they shouldn’t reach for next promotion until
they have everything checked off, whereas men will go
after a promotion having only accomplished some of the
necessary criteria. Important to note — women’s need to
collect info makes them more careful — that is a strength
that we need to model.”

Men entrepreneur’s take on risk-related decisions:

“I am less willing to take risks now that | am older. | am
less apt to take risk now unless ‘it is a slam dunk.’ Took
many more risks when started. Now | think about how
decisions will impact my future and my children.”

“I think about risk more that | am older and closer to
retirement. | know income is important... | do not mind
risk when | am in control.”

Entrepreneurs are generally seen as individuals who
make decisions that include great personal and finan-
cial risks, create a business, and show innovation in their
way of doing things. Implicitly, this definition is based
on a male model and assumes that entrepreneurs are
men and therefore men are risk-takers.? The findings
from the interviews and focus groups provide evidence
that we need to move beyond the concept of risk-taker
and risk-averse. Successful entrepreneurs are individu-
als who are assertive and make risk-oriented deci-
sions when they see opportunities. With experiences
their risk-assessment skills get fine-tuned and their
choices are more informed and calculated. Risk tol-
erance may vary at different stages of their lives.

Women and men entrepreneurs’
risk-related decisions are influenced
by their notion of success

Men may view earnings as an indicator of success
and therefore may make their risk-oriented decisions
with respect to such notion of success. For women en-
trepreneurs’ earnings are important but balance in life is
important too and therefore when they make decisions
involving risk they often take into account the implica-
tions for all aspects of their lives. A number of women
entrepreneurs interviewed slowed growth or capped
growth to ensure their desired lifestyle including more
time for family at various stages of their lives.

A woman entrepreneur’s view on risk and success:

“Men view the balance sheet as important — women
look at the balance sheet but life is important to them.
Women will cap business success to have the lifestyle.”
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Success in the entrepreneurial literature is defined as
a lifestyle of pursuing high growth and chasing after
high returns, however, this is a gendered definition of
success. According to Dr. Jeff Cornell, Co-Founder of
the Entrepreneurial Mind,?* “[m]any female entrepre-
neurs — and, in fact, a growing number of young male
entrepreneurs — deliberately limit the growth of their
businesses to allow themselves time to pursue inter-
ests beyond the office.”

Women entrepreneurs’ views on
risk are influenced by their sense
of self-efficacy

Women who feel confident are more likely to make
decisions involving risk than women who have self-
doubts or fear of failure. However, with experience
and success, respondents reported that they became
more confident, less fearful of failure, and consequently
they find it easier to make decisions related to risk.
Others started their business with a great deal of
confidence that they could succeed.

Women entrepreneur’s take on confidence:

“...confidence influences my willingness to take risks
because | know more and have a better understanding.”

“Eight years in business, | become more of a risk taker
as | grow in knowledge and experience. Initially looked at
family now I will risk more. I will not risk it all but will keep
a little back. Now | know if | lose it, I can, and will rebuild.

“I knew it was risky but loved building things. This was
more fun (rather than working for an employer) and it
countered the fear of risk.”

“l was in a ‘soul destroying job’ so starting a business
did not seem like a risk. I had the confidence to start
my business.”

0%

The percentage of those interviewed
in this study, who echoed the idea

that women entrepreneurs face ob-
stacles securing loans from banks.

Similar to the literature findings, interview data also
supports that women entrepreneurs’ self-efficacy be-
liefs are often strengthened through experiences and
success. Their sense of accomplishment increases
their confidence and inspires them to take on bigger
and better opportunities thereby increasing their ability
to make decisions involving risks.?®

Women entrepreneurs’ attitude
toward decisions related to risk is
influenced by contextual factors

A number of women entrepreneurs’ reported they are
or were in a position to make risk-related decisions
because they grew up in an entrepreneurial family,
had a supportive family to fall back on or qualifica-
tions to take up jobs in case of business failure or
did not have a lot to lose at that point in their life.
However, none of the male entrepreneurs’ spoke about
the option of family safety net. Rather some of them re-
ported taking calculated risks so as to generate stable
income to sustain their family.

A woman entrepreneur:

“I grew up in an entrepreneurial family. | started a
business with a cousin and some other partners. | did
not think of it as risky because | had nothing to lose.
Later on when | became a single mom with two kids
| started a software business... | felt it was less risky
because | had a family safety net.”

Another woman entrepreneur:

“I have a family business background so grew up with
that in my blood. Left the banking industry to strike out
on my own. Decided to be self-employed and wasn’t
worried about doing so... | could always get a job so
launching a business wasn’t risky. | had confidence
because | knew | could.”

The notion of risk is a gendered concept and for women
it is reduced when they have supportive families.

Women entrepreneurs take
a relationship oriented approach
to business

Women tend to build and grow their business by
building and maintaining relationships with their
clients, suppliers, and employees. Success is not
about starting a company and selling it quickly. It's about
staying in a business for a longer term. In fact for some
women entrepreneurs’, a relationship oriented approach
helped them to make decisions involving risks, decisions
on how to mitigate risks and grow their businesses.

2 Cornwell (2016). http://www.drjeffcornwall.com/ 2011/02/28/how_female_entrepreneurs_defin/

2 Cornwell (2016).
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of It as
risky
because
| had
nothing
to lose.”

2 Ibarra (1992:422-447)
¥ Chamorro-Premuzic, Rinaldi, Akhtara, and Ahmetoglu (2014: 1-6); Rotter (1966: 1-28)
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A woman entrepreneur:

“Rented a big building to hold product before | had
enough business. Though it was a big risk, had to get to
get a large building because the big risk was loss of op-
portunity — lose reputation if you cannot supply your
customers. Well known for her relationships with clients,
she further adds, Relationship helps mitigate risks and
pays off because they will pay higher prices for your
product. ‘Relationships are so important to business.’”

“Delivery of my services depends on good relationships
with insurance professionals etc. | always looks at three
points — family, community, and business. A variety of
communities are necessary to support my business.”

Many women see themselves as more communal and
therefore want to maintain relationships that help them
to get business as well as social and emotional support.2®

Women’s motivation to operate
a business can influence their
decisions involving risk

Many women start a business in order to be in control,
experience challenge, create a product or service and
gain financial independence; many start business
because of the necessity to generate income; and
some take over their family business to better man-
age the operation. These different motivations are more
likely to influence their decisions involving risk. Women
who start and run businesses for independence and
challenge are more likely to make decisions relating to
risk than the women entrepreneurs who need an income.

Women entrepreneurs’ motivation to start a business:

“| started because of family business and passion for
it came later.”

“| started because | loved art, before | did all the work
but did not own the business — took my passion for art,
my skill set and decided to start my business. Because
of the passion, acquired a warehouse for storage with a
10 year lease and took two loans — signed on the line
personally because banks are becoming more risk averse.”

“I was a single mother and needed an income. | had no
self-confidence when | started and but grew as | became
more successful, had fear but overcame it.”

“I decided to start the business to show my children
that an ethical business could be a success.”

s

These findings provide support to earlier research that
entrepreneurs who are motivated by perceptual factors
such as interest, confidence, and independence are likely
to make more risk-related decisions for their businesses
compared to individuals who had to take up entrepreneur-
ship due to external forces such as need for income.?”
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| cannot work
with bankers
who only want
numbers and not

relations

Women face greater obstacle
in acquiring loans from banks

Women entrepreneurs in general are not satisfied with
their experiences with financial institutions. Lack of
access to capital prevented many women from
growing their businesses or slowed the process
of growth because they had to self- finance their
growth. In fact, in many instances women entrepre-
neurs reported that they felt humiliated and frustrated
by financial institutions’ treatment of them. In their view
financial institutions fail to understand the relationship
oriented approach women entrepreneurs follow. Instead,
banks and financial institutions are more concerned
about security for their loans and projected earnings.
Alternatively, some women also showed reservations
about debt stating they would rather bootstrap or

hips.”

manage their growth through cash income. They do
acknowledge, however, this approach is likely to slow
their pace of growth.

Women entrepreneur’s view on bank loans:

“Most women start a business because they are pas-
sionate about something — not to make a million. Hard
to have a conversation with banks if their goal is making
money. | cannot work with bankers who only want numbers
and not relationships. Being a bank for women cannot
mean only making money for the bank (but it also) need(s)
to support women and their businesses.”

“Decided to start a business of making fragrance.
| started using my credit card because | could not get
a bank loan. | made a profit within six weeks.”

“Self-funded since my last loan because banks do not
understand my business. When | tried to get a loan they
told me that my dad would have to co-sign. | said no.”



The theme that women entrepreneurs face obstacles
in securing loans from banks was echoed by more
than 80% of the women interviewed for this study. This
finding is similar to other studies that have looked into
women entrepreneurs' financing approaches. By not ad-
vancing loans banks are missing opportunities to invest
in women entrepreneurs businesses, losing revenues and
missing the opportunity to look at risk more holistically.

Most women owned businesses are
funded through personal finances

Often women start business with their own resources
or by taking personal loans from friends, family, and/or
organizations such as futurepreneurs or the Business
Development Bank (BDC). There can be multiple reasons
for funding the business through personal finances
such as lack of financial literacy, fear of being turned
down by the bank, and general dislike toward debt.

Director of a women's entrepreneur centre:

“Most women do not like to borrow. They start busi-
nesses for flexibility. They were working for someone else
and said, ‘| can do better’ or they have a great idea.”

“Started the business with loans from government,
small business agency — no banks. Took more loans
and financed with boot strapping. My first line of credit
was in the past year.”

“Women entrepreneurs do not go to banks but look
to family and friends. They often do not understand the
financials... If you do not understand the financials you
cannot speak knowledgeably with a bank.”

Because of the lending attitude of banks toward wom-
en entrepreneurs’ businesses, many women prefer to
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arrange funds by themselves. They try to use their
personal credit cards and lines of credit, loans from
family and friends, funds from government grants,
Futurepreneurs, Women's Enterprise centres and
other similar organizations.

Women entrepreneurs learn business
fundamentals to operate and grow

Many women entrepreneurs reported that they took
courses to start or to operate their business. Some
also reported learning the necessary terminology
to apply and get bank loans.

A woman entrepreneur’s view on learning business
fundamentals:

“l joined a women entrepreneurs’ organization and met
with a business advisor who helped me create a business
plan... launched my business with a splash and it has
been off to a great start.”

Women avoid taking loans from
venture capitalists or investors

Women entrepreneurs often want to have control over
their businesses and avoid taking loans from venture
capitalists or investors who want larger share. Alterna-
tively they take on partners who can help them in running
the business. The interview findings revealed a number
of women avoided venture capitalists and angel
investors because the investors would gain too
much control over their business.

“VC's want too much control over the business and
| do not want to give up that control.”
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|
A Framework for Risk and
Female Entrepreneurship

| do not mind risk
when I'm in control.”

There is an emerging literature on entrepreneurship
which challenges the simplistic accounts of risk and
female entrepreneurial activity. By using a holistic ap-
proach, this new literature tries to identify and analyze
the multiple factors that affect female entrepreneurs’
decisions involving risk and recognizes that there is no
one path to successful entrepreneurship. Similarly the
interviews with female entrepreneurs support the
emerging literature and demonstrate the multiplicity
of paths to entrepreneurship that are not reflected in
simple statements such as risk averse or risk taker.
Some literature has suggested that factors affecting
the entrepreneurial risk-taking propensity can be group-
ed under three broad categories: socio-demographic,
perceptual, and contextual.?® To start with, some schol-
ars focused on to what extent socio-demographic fac-
tors (e.g., income and education levels) play a role in
female entrepreneurial activity. For instance, using the
Global Entrepreneurship Monitor (GEM) project data,
one study did not find any significant relationship with
age, work status, income level, and education to wom-
en’s propensity to start businesses or take loans.? In
contrast, SME financing data from Canada®® reported
that female business owners were generally younger
compared to male business owners and although wom-
en were successful in acquiring some form of external
financing, the majority of women-owned businesses
were less likely to be approved for debt financing than

2 Arenius and Minniti (2005: 233-247);
Langowitz and Minniti (2007: 341-364)

# Langowitz and Minniti (2007: 341-364) Profile-Profil_Oct2010_eng.pdf

0 Jung (2010). https://www.ic.gc.caleic/site/061.nsf/
vwapj/Profile-Profil_Oct2010_eng.pdf/$file/

the majority of men-owned businesses. Another study
suggested that with the same level of education, irre-
spective of their knowledge of finance, women entre-
preneurs are not different from men in regards to making
decisions involving risk. The study, however, did report
differences in terms of age, income, and marital status.®'
As many of the recent studies are finding narrowing
gaps between men and women entrepreneurs in terms
of socio-demographic factors such as age and educa-
tion, the contribution of these factors in risk-taking and
financing are becoming negligible.

Perceptual variables are said to be important predictors
of entrepreneurial propensity and decisions involving risk
for both genders. Perceptual variables can include as-
sessment of one’s own skills, knowledge, and ability (self-
efficacy) with respect to starting and running a business,
expectations that pursuit of such opportunities will lead
to certain outcomes (e.g., autonomy and status — pos-
itive outcome expectations, or fear of failing — negative
outcome expectations) and the motive to start-up busi-
ness (e.g., economic — earning higher revenues, and
non-economic — being in control of one’s work).

Research has found evidence that expected favorable
outcomes and the self-assessment of having adequate
skills and knowledge are both positively related to men
and women’s decisions to start new businesses. Fear
of failure, on the other hand, is negatively related to
women’s entrepreneurial decisions. Across different

3 Hibbert et al. (2008 : 1-56)



countries men were less fearful about failure and more

risk tolerant than women with respect to financial losses.*?
Motive or intentions also play an important role in risk-

related decisions and entrepreneurial success.*

The contextual dimension, access to financial support
from public and private sources, as well as informal
networks (e.g., family and friends), affects risk-related
decisions of female entrepreneurs to start, develop and
expand their businesses. Support from professional
networks (e.g., mentors and role models) can also have
a positive influence on women’s risk-taking propensity
to start, develop and expand their businesses. The
presence of a role model/mentor is also helpful when
starting out a business.?* Alternatively, the presence of
a role model/mentor may increase the entrepreneurial
behaviour (e.g., making risk-related decisions) only if
the role model is successful in changing a key attitude
such as self-efficacy.®® Many of the academic and pub-
lished sources suggest that women face obstacles in
accessing sufficient funding when they want to start-up
or grow their own businesses. Women are often expect-
ed to undertake more domestic responsibilities com-
pared to men which can impact their ability to grow at
a faster rate. In this backdrop favorable contextual sup-
ports from both formal and informal sources can play a
positive role in women entrepreneurs’ risk-related deci-
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sions and entrepreneurial success.

In the present time with the growth in the number of
success stories of women entrepreneurs, many might
believe gender-related differences are no longer import-
ant within the SME sector and the problems women
entrepreneurs face are not gender-specific but rather
are related to their own behaviors and experiences
within entrepreneurship that generate differences.®¢
Our interview and focus group data reveals a paradox.
While the behavior an entrepreneur exhibit is significantly
influenced by his/her personality orientation and expe-
riences, others’ responses to individual’s behaviour can
still be based on an individual’s biological sex.®” For
example, women entrepreneurs in this study mostly
expressed their dissatisfaction with the treatment they
received from financial institutions regarding their loan
applications lends support to the notion that the sex of
the applicant, plays an important role leading to differ-
ent outcomes for male and female entrepreneurs.®

Building on the ongoing discussion, this section pres-
ents a framework based on a review of the literature to
explain how sex and personality traits along with percep-
tual and contextual factors are related to entrepreneur-
ial risk related decision making. Since perceptual factors
are internal to a person, these factors will vary depending
on an individual’s sex and their personality orientation.

Factors Affecting Women Entrepreneurs’ Risk-Related Decision Making

H Social Psychological

Dimension

Perceptual Dimension .
Positive —

Contextual Dimension Autonomy

Entrepreneurial
Self-Efficacy

Personality
Traits

Entrepreneurial
Motive

2 Carter Shaw, Lam, and Wilson (2007:427-444);
Langowitz and Minniti (2007:341-364); Watson
and Robinson (2003:773-788)

3 Kirkwood (2009:346-364)
3t Mattis (2004:154-163)

* Krueger and Brazeal (1994:91-104)

Negative — Support from
Fear of Failure Professional Network
External
Financial
Internal Support
Outcome Financial and
Expectations Social Support

% Brindley (2005:145)
¥ Heilman (2001:657-674); Ahl (2006: 595)
* Sexton and Bowman-Upton (1990: 29-36)
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Socio-Psychological

Dimension

Personality Traits

Personality is important in understanding entrepreneur-
ial career choice and performance.® An individual’s
personality includes five common characteristics, which
may exist in varying degrees, regardless of their jobs,
occupations, and work environment.*® The five common
characteristics include — neuroticism, agreeableness,
conscientiousness, openness to experience, and
extraversion.*

» Neuroticism represents the dimension of
emotional stability;

« Agreeableness represents the dimension of
cooperative values and preference for positive
interpersonal relationships;

+ Conscientiousness represents the dimension
of persistence, hard work, and reliability;

* Openness to experience represents the dimension
that characterizes someone who explores novel
ideas and seeks new experiences; and

+ Extraversion represents the dimension that
characterizes someone who is assertive and
sociable.

These five personality traits are found to be associated
with risk-taking propensity. For example, one study
showed that people who are more assertive and soci-
able (extraversion), open to novel ideas and experi-
ences (openness to experience), but less persistent
and reliable (conscientiousness), emotionally stable
(neuroticism), and cooperative (agreeableness) tend to
make decisions related to risk with less effort.*? In that
regard, entrepreneurial personality can be an import-
ant predictor of decision-making related to risk and of

3 Stewart and Roth (2001:145)
% Ones and Viswesvaran (2003:19-38)
 Goldberg (1992:26-42)

# Nicholson, Soane, Fenton-O'Creevy,
and Willman (2005: 157-176)
# Envick, and Langford (2003: 7)

growth/entrepreneurial success. In another study on SME
entrepreneurs results showed women entrepreneurs’ are
significantly more open than their male counterparts.
Women entrepreneurs also demonstrated higher so-
ciability and agreeableness traits supporting the study
findings about women entrepreneurs taking a more
relationship oriented approach although the differences
were not significant. Interestingly, it was male entrepre-
neurs who demonstrated higher level of conscientious-
ness seemingly confirming the stereotypical notion that
men are ‘more cautious and less impulsive’ than women.*?
Our interview findings demonstrate that women entre-
preneurs are open to experiences but at the same time
they demonstrate the traits of conscientiousness and
neuroticism by taking calculated risks.



31

Perceptual Dimension

Self-Efficacy

Self-efficacy refers to a person’s belief in his or her ability
to complete a specific task successfully.** Self-efficacy
beliefs ‘determine how people feel, think, motivate them-
selves and behave’.*> Accordingly it helps to determine
how much effort a person is likely to put forward and
how long they will persevere in the face of difficulty.
Self-efficacy beliefs, in essence, reflect a person’s level
of confidence in his or her ability and are shaped by
the following four personal experiences*:

« Actual successes and failures; success builds
confidence while failure can create self-doubts;

+ Seeing people similar to oneself succeed or fail
in a particular task can strengthen or weaken
confidence;

» Support by others or their faith in an individual’s
capabilities can motivate the person to try harder
to succeed and vice versa;

+ Amount of anxiety and stress experienced while
performing a specific task can also accelerate or
hinder a person’s self-efficacy.

Self-efficacy is found to influence risk and growth related
decisions in entrepreneurship. More specifically an in-
dividual’s strong belief in her/his ability to run a business
leads to stronger intention to engage in entrepreneurial
activities and venture creation.*” Also, entrepreneurs
high in self-efficacy are likely to set challenging growth
expectations and make decisions related to risk that, in
turn, lead to higher firm’s performance.*® While little is
known about the interplay between sex, entrepreneur-
ial self-efficacy and risk-taking, some studies suggest
women have lower entrepreneurial self-efficacy*® and

“ Bandura (1977:199-215); Bandura (1986)
* Bandura (1994: 71)
“ Bandura (1994: 71)

7 Arenius and Minniti (2005: 233-247); Boyd and
Vozikis (1994: 63-77); Chen, Greene, and Creek (1998:
295-316); Markman, Balkin, and Baron (2002: 149-166);
Markman, Baron, and Balkin (2005: 154-163)

lower propensity to make decisions related to risk.®® A
recent study by Barclays revealed that female and male
entrepreneurs scored similarly in terms of entrepreneur-
ial self-efficacy, however, female entrepreneurs are less
likely to take financially risky decisions than their male
peers that can jeopardize their growth.5' The results from
the Barclays study are based on new business creation
and consider financial risk-taking. The interview findings
from the present study based on entrepreneurs who are
already in business suggest that women entrepreneurs
are confident and as they experience success their belief
in their ability strengthens, encouraging them to make
more decisions involving risk.

Outcome Expectations

A closely related concept to self-efficacy is outcome
expectations. Outcome expectations are judgments
an individual makes about the likely consequence that
a particular behaviour will produce (Bandura, 1986).
Outcome expectations and self-efficacy are distinct
constructs: outcome expectations are viewed as the
consequences of behaviour, i.e. ‘If | do this, what will
happen?’ And self-efficacy is ‘Can | do this?’*? Self-
efficacy usually results in positive evaluations of the
self, but outcome expectations can be positive and/or
negative. Positive outcomes may work as incentives
whereas negative outcomes may work as disincentives
to continue a particular behaviour.

Positive Outcome Expectations — Autonomy. Autonomy
is considered to be a necessary factor for successful
entrepreneurship. In general terms, it refers to ‘the ability
and will . . . [of an entrepreneur] . . . to be self-directed
in the pursuit of opportunities.’s® Autonomy is said to

¢ Hmieleski and Baron (2008: 57-72);
Hmieleski and Corbett (2008: 482-496)

* Sweida and Reichardand (2013: 296-313)

0 Sexton and Bowman-Upton (1990: 29-36)

! Barclays (2015: 26)
32 Lent, Brown, and
Hackett (1994: 83)
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encourage innovation, promote entrepreneurial ven-
tures, and increase competitiveness and effectiveness
of firms.%* It allows both opportunity seeking and ad-
vantage-seeking behaviors®® and therefore is likely

to influence people’s propensity to make risk-related
decisions. Studies have found that an outcome such
as autonomy is positively related to men and women’s
decisions to start new businesses. Women entrepre-
neurs are, at least, as autonomous as their male coun-
terparts. By comparing 105 women-owned, top 10%
businesses, with those of similar male business own-
ers, one study found that women entrepreneurs scored
significantly higher autonomy scores than their male
counterparts. The study measured autonomy by assign-
ing a higher score to individuals who strive ‘to break away
and may be rebellious when faced with restraints, con-
finement, or restrictions; enjoys being unattached, free,
and not tied to people, places, or obligations.’*® Another
study conducted in Northern Ireland found that male and
female entrepreneurs have similar autonomy scores.*

Negative Outcome Expectations - Fear of Failing.
While autonomy works as an incentive to start or grow a
business; fear of failure works as a disincentive that can
inhibit entrepreneurship drives and risk-taking. Fear of
failure describes the extent to which perceived fear af-
fects the person’s behaviour with respect to starting a
business.%® Literature on entrepreneurs indicates that
fear of failure is one of the most important factors that
determines whether or not an individual is willing to make
decisions involving entrepreneurial risk.%® The literature
further suggests that fear of failing is not an important
predictor for men's entrepreneurial propensity but it neg-
atively impacts women’s entrepreneurial propensity and
decisions.® It is not clear whether this fear is present
when a woman is actually making a risk related business
decision or if it simply prevents women from making
those higher-risk decisions thereby playing safe. Thus,
it is important that the holistic approach to women's
entrepreneurship and risk should take into account
perceived fear and its impact on decision making. Our
interview findings do reveal that women who feel confi-
dent are likely to make more decisions involving risk
than women who have self-doubts or fear of failure.

% Lent, Brown, and Hackett (1994: 83)
** Brock (2003:57-73); Lumpkin, Cogliser,
and Schneider (2009: 47-69)

% Ireland, Hitt, and Sirmon (2003: 963-989)
% Sexton and Bowman-Upton (1990: 29)
7 Cromie (1987: 251-261)

8 Langowitz and Minniti (2007: 347)

Entrepreneurial Motive

Another important predictor of risk-related decision-
making and entrepreneurial success/growth includes
motive or intention. A basic assumption in literature is
that entrepreneurs are driven by the economic motive
of creating ventures and making them profitable.
This is problematic because there are entrepreneurs
who are driven by non-economic motives.®? Depending
on the motive, entrepreneurs can be driven by achieve-
ment of success, generally some form of economic
gain,%® by the need to create work opportunities that
provide them with career satisfaction,® or by the need
to create opportunities that help them and others to
be employed. It has been suggested that women en-
trepreneurs are driven more by non-economic motives
(e.g., work-family balance) whereas men entrepreneurs’
are driven more by economic motives (e.g., earning
more money and having greater control).5> However,
more recent studies show, female entrepreneurs are
less motivated by non-economic concerns such as
work-family balance and flexibility and more motivat-
ed by economic factors such as earning more money,
financial independence, unemployment, and the lack
of work opportunities.®® The Toronto Dominion Bank’s
2015 report, Canadian Women Leading the Charge
into Entrepreneurship, shows that only 25% of female
entrepreneurs engage in entrepreneurship activity in
order to achieve work-family balance and these female
entrepreneurs take less aggressive business growth
strategies. In contrast, 53% of women entrepreneurs
are motivated because of their ‘desire to be one’s own
boss, earn more money, and challenge or creativity,’
while 22% of female entrepreneurs chose an entre-
preneurial path due to lack of job opportunities.®” The
Barclay study also found women entrepreneurs scored
slightly higher in terms of achievement motivation than
their male counterparts.®® Beyond the argument on
economic and non-economic motives, the findings
from the present study reveal that entrepreneurs who
are motivated by perceptual factors such as self-effi-
cacy and autonomy are likely to make more decisions
related to risk for their businesses compared to the
individuals who had to take up entrepreneurship due
to external forces such as need for income.

% Khilstrom and Laffont (1979: 719-748);
Ray (1994: 157-177); Wagner (2004: 1-39);
Wagner and Sternberg (2004: 219-240)

0 Wagner (2004: 1-39)
! Carsrud and Brinnback (2011: 9-11)
92 Cromie (1987: 251-261)
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Contextural Dimension

External Financial Support

External financial supports (e.g., government grants
and bank loans) can assist female entrepreneurs in
their decision to start and expand their businesses.
When women receive sufficient funding, they are likely
to make decisions related to risk necessary to pursue
their entrepreneurial intentions. Evidence suggests that
limited access to funding prevents women from taking
risks to expand and develop their firms.5® While some
studies indicated that there is no difference between
female and male entrepreneurs in terms of their approval/
turndown rates to debt financing applications, other
research showed that there was discrimination against
female entrepreneurs, especially when they applied
for funding from lenders.” A recent research study —
which used Statistics Canada’s Survey of Financing

of Small- and Medium-sized Enterprises — examined
whether there was any gender bias in decisions related
to financing women-owned businesses in Canada. The
study found that depending on the size and industry
type, women-owned businesses were less likely to
seek equity financing than male-owned businesses.”
The same study also reported that women and men
entrepreneurs are equally likely to receive capital when
they apply for funding refuting the claim of gender dis-
crimination in terms of approval rates on commercial
loans, leases, or supplier financing.” A recent study
in the United States found that loan approval rates for
women-owned businesses were 33 percent lower than
men-owned companies’.”® For the sake of argument,
even if we accept there is no gender discrimination
then the question is, why do women entrepreneurs not
apply or seek loans from external sources at the same
rate as men? What can financial institutions’ do to en-

% Reynolds, Bygrave, Autio, Cox,
and Hay (2002)

o Cromie (1987: 251-261)

% Holmquist and Sundin (1989)

% Hughes (2006: 107)
9 Hughes (2006: 107)
8 Barclays (2015: 26)

% Bushell (2008: 555)

7 Orsor, Riding, and
Manley (2006: 646)

7l Orser et al. (2006: 655)

courage more women entrepreneurs to apply?

In terms of accessing external debt-equity financing,
studies highlight that there is ‘a significant disparity
between the proportion of women-owned firms and the
proportion of men-owned firms that have obtained eg-
uity capital.””* By using the annual data collected by the
National Venture Capital Association in the United States,
one study investigated the proportion of venture capital
funded women-led businesses, the concentration of
women-led and men-led venture capital funded busi-
nesses in specific industrial sectors, and the variation
between men- and women-led businesses with regards
to stages of investment for venture capital. The study
found that the proportion of venture capital investments
in women-led businesses was small. Also, women-led
businesses were mainly concentrated in the service
sector, whereas male-led businesses mainly operated
in the manufacturing sector.”® More recent research also
reveals that companies with male CEOs attract more
external financing such as venture capital investments
than companies with female CEOs. By using a database
that consisted of 6,793 US companies that received
venture capital funding’® between 2011 and 2013, the
Diana Report Women Entrepreneurs 201477 revealed
that only 2.7% of these companies had a women CEO.
Likewise, companies with female CEOs only received
3% of the venture capital dollar amounting to US $1.5
billion compared to the total of US $50.8 billion invested
during the period of 2011-2013. Moreover, companies
with a woman executive on the team received 21% of
the investments for later-stage funding, whereas, com-
panies with women entrepreneurs received only 13% of
the total investments in the early stage and only 9% in
the seed stage. Investments made to companies with

72 Orser et al. (2006: 659)

7 http://www.cnbc.com/2016/03/
02/the-gender-lending-gap-
hurts-women-owned-biz.html

7 Orsor et al. (2006: 646-647)
7 Orsor et al. (2006: 646-647)
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A holistic model
IS an iImportant
tool to better
assess funding
decisions.

women CEOs were located mostly in software, bio-tech,
health and medical, and business products and services.
On the other hand, companies with male CEOs received
almost 90% of their total investments in semiconductors,
computers and peripherals/electronics and instrumen-
tation, and media and entertainment. It appears that
software holds less status than semiconductors and
electronics in the computing industry.” Furthermore, the
report found venture capital firms with women partners
are twice as likely to invest in companies with a woman
in the management team and three times as likely to
invest in companies with women CEOs. Taking women
entrepreneurs’ view on venture capital and the findings
from published sources, it is clear that there is gender-
specific reasoning with respect to women entrepreneurs’
access to venture capital.

Finally, crowdfunding has been identified as a poten-

7 The venture capital funding included seed,
early-state, and later-state funding.

77 Brush et al. (2014: 7)

7 Henwood (1993: 31-52)

8 Dyer and Handler (1994: 71-84)

7 http://go.indiegogo.com/blog/2010/12/indiegogo-
vs-venture-capital-women-34-more-successful.html

tial source of funding for female entrepreneurs to over-
come financial obstacles for starting-up and growing
their businesses. As an alternative form of venture
funding to traditional funding sources (such as bank
loans and government grants), crowdfunding aims to
obtain small amounts of funding from a large number
of people, which generally takes place through the in-
ternet. There is some preliminary evidence that female
entrepreneurs tend to be more successful in obtaining
financial support through crowdfunding than through
the traditional mechanisms.”

Financial and Social Support

from Family and Friends

When women receive financial and/or social support
from their family and friends, they feel supported and
encouraged to pursue their entrepreneurial ventures

8 Dyer and Handler (1994: 73)
% Ljunggren and Kolvereid (1996: 9)
83 Eddleston and Powell (2012: 521)



further by making risk-related decisions. Financial sup-
port from family and friends is identified as an important
source of capital for the businesses of female entrepre-
neurs.® As noted in the findings section (Part Ill) of the
present report, many women entrepreneurs reaffirmed
that they financed their businesses using personal lines
of credit, personal savings, and/or borrowing from friends.
In some cases, ‘an entrepreneur’s family or extended
family not only provides needed capital, but provides
other resources such as access to markets, sources
of supply, technology, and even new ideas’.®' In sum,
social support (or lack of support) from family and friends
can also affect the decision of female entrepreneurs to
start-up a new business as well as impacting making
an investment in riskier activities.

Studies also provide some evidence that female en-
trepreneurs tend to perceive and experience stronger
social support from their families and friends when they
start a business. Nevertheless, the study did not find any
significant difference between male and female entre-
preneurs ‘with regard to the motivation to comply with
social pressure concerning whether or not to start a new
business’.?2 Family support can help women entrepre-
neurs achieve a work-family balance®® by taking care of
childcare responsibilities.®* However, this very notion of
family and childcare responsibilities reflects a gendered
viewpoint. The societal expectations that women will
take care of their home and children creates a norma-
tive pressure on women entrepreneurs and therefore it
is likely these women when they receive greater levels
of family-to-business support feel relieved and more
energized to succeed by knowing that their family is
behind their entrepreneurial efforts.®

Support from Professional Networks
Support from professional networks, business forums,

# Rajani and Sarada (2008: 107-112)
85 Eddleston and Powell (2012: 522)
% Ozgen and Baron (2007: 174-192)

¥ McGregor and Tweed (2002: 434)
# McGregor and Tweed (2002: 433)

35

and access to mentors can play an important role in
women’s decisions for starting up and expanding their
businesses. Such social sources of support can pro-
vide access to information that helps entrepreneurs to
recognize opportunities for new venture creations and
business growth.® A recent study on female and male
owned SMEs in New Zealand found women with strong
professional networks pursued a more expansionist
growth strategy (in terms of increasing sales and high
employment growth) for their businesses than men and
women who did not have such networks.®” The same
study reported that women with strong use of networks
also had access to business mentors who helped them
to gain necessary confidence, information, and advice
on starting a business and writing/developing a busi-
ness plan.® Female entrepreneurs from the present study
echoed similar views in terms of seeking advice, funding
and collecting information, from professional networks
such as Futurepreneurs and mentors.

In conclusion this complex and multi-dimensional
approach integrating social- psychological orientation,
perceptual and contextual factors for understanding
risk would go a long way towards changing the con-
versations around women entrepreneurs approach
in making decisions involving risk and uncertainty.
Women entrepreneurs make decisions related to risk
including to start a business, and all of the factors dis-
cussed above shape their approach and confidence
with making these decisions. A holistic approach can
help venture capitalists and financial institutions make
more informed decisions respecting women entrepre-
neurs instead of merely assuming they are risk averse.
Increased financing will support the growth of female
entrepreneurship and help advance the economy.

A holistic model is an important tool to better assess
funding decisions.
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05

Recommendations

1 / Changing Risk Metrics
and Collecting Data

3/

Financial institutions need to rec-
ognize that women entrepreneurs
are comfortable making decisions
related to risk. They look at risk as
part of making decisions to sustain
and grow their businesses.

2/

The metrics of business success
used by lenders and investors
should include a more holistic un-
derstanding of risk and a measure
of sustainability that is often adopt-
ed by female entrepreneurs as a
strategy of business growth. Fast
projected growth should not be the
determining factor, as sustainabili-
ty is critical to business success in
the longer term. Understanding that
women seek to grow their business
and not necessarily seek a speedy
exit is important to financing deci-
sions. Women often take a strate-
gic approach to their business as a
whole and to growth in particular.

Gender disaggregated statistics are
necessary for a full understanding
of the needs and successes of
women owned businesses. Finan-
cial institutions and governments
need to gather evidence related to
both male and female entrepreneurs
and not assume that findings apply
equally to both.

4/ Communications

and Relations

Better communication channels
between financial institutions and
women entrepreneurs to facilitate
applying for and accessing funding
would be beneficial to all entrepre-
neurs. Women often find the process
of seeking a business loan very
onerous and they often feel humili-
ated by the application forms and
how they feel treated by front-line
staff. More streamlined and easy
to access application processes
are needed to encourage women
entrepreneurs to seek funding and




to overcome their reticence based
on past experiences of their own
and other women entrepreneurs.
Front-line staff of lender organiza-
tions, who deal with customers,
should be trained to respond to
the needs of female entrepreneurs.
Often institutions assume simply
placing a women in the lending
role will solve all the challenges.
Entrepreneurs want someone in
the lending role who can under-
stand their business irrespective
of their gender.

5/

Financial institutions and investors
can take a leadership role by adopt-
ing a new, more relationship-based
approach when they work with fe-
male entrepreneurs. A holistic and
“partner” approach would resonate
with many female entrepreneurs.
Women repeatedly spoke about the
desire to have a relationship with
their bankers and investors where
they become more knowledgeable
about the women's business and
are not merely promoting their
funds or services. Understanding
the motivations for women starting
their business and the goals they
seek to achieve will provide insight
into services that will advance
women's entrepreneurship.

6/

Financial institutions and other
investor stakeholder may need to
develop communication strategies
to increase awareness among fe-
male entrepreneurs about available

credit sources dedicated to female
owned start-ups. Institutions can
make women aware of availability
of funds and support using multi-
ple means including women's en-
trepreneur organizations, social
media and other forms of market-
ing that are visited by and appeal
to women entrepreneurs.

7/ Educational Opportunities
and Support

Financial institutions should take a
proactive approach and offer small
and medium size businesses more
educational opportunities such as
financial literacy training, how to
analyze risk in the business con-
text and growth strategies in to-
day's markets, and how to obtain
and leverage funding for growth.
Lending organizations can also
partner with other entrepreneur
organizations to provide these
educational opportunities

8/

Mentorship programs can help
women increase their confidence
and business knowledge and may
contribute to their business devel-
opment. Further, mentors can
coach, prepare and help the fe-
male entrepreneur on how to get
funding for her businesses and
how to grow and sustain her bus-
iness. Financial institutions and
governments can support mentor-
ing programs for women entrepre-
neurs through women's enterprise
centres and other entrepreneur
organizations who are able to
facilitate mentoring programs.
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9/

Financial institutions should share
success stories of financing wom-
en and how these institutions help
them to build their business in or-
der to address the concerns of
women about financial institutions.
Current recognition and awards
programs highlight successful
female-owned, high growth busi-
nesses but do not necessarily link
the success of these companies
to their funding partners.

1 0/ Enterprise Centres

Opportunities exist for financial in-
stitutions and investors to engage
with female entrepreneurs at every
stage of their business to build re-
lationships and enhance their busi-
ness growth. Providing information
to entrepreneurs, and inviting them
to educational and networking ses-
sions that benefit their business are
a few ways that institutions can help
support women entrepreneurs.

11/

Government supported Women's
Enterprise Centres are helping wom-
en entrepreneurs and these Centres
should be expanded to offer services
and funding opportunities to wom-
en entrepreneurs in all regions of
Canada. Similar services in the US
have proven to be very successful.




Despite the dominant
rhetoric that woman
are risk-averse,

the number of female
entrepreneurs has
more than doubled In
the last two decades.



Nevertheless, there are still some challenges (e.g., access
to funding) discouraging women from starting and growing
their own businesses. Based on insights obtained from
female entrepreneurs, this report demonstrates the need
for better tools and measurements of how women entre-
preneurs make risk related decisions, the business needs
and success of female entrepreneurs, the need for im-
provement of communication between financial institu-
tions and women entrepreneurs (e.g., develop strategies
to increase awareness among female entrepreneurs of
available credit and promote a relationship-based ap-
proach in financial institutions), and the introduction of
training and mentorship programs for women, as well
as training for front-line staff of lending organizations.
Equally important, the report stresses the need to
understand risk taking as a means to achieve social and
economic goals, and not an end in itself. With such an
understanding we can analyze the multiple factors that
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influence female entrepreneur’s decisions involving risk.
At the same time a better understanding of women en-
trepreneurs’ decisions relating to risk helps us discover
multiple paths to female entrepreneurship congruent
with different notions of success. The report recognizes
the need to change the outcome-oriented perspective
to risk which solely focuses on the degree of taking risk.
Instead, it calls for a more process-oriented approach
to risk, which focuses on how female entrepreneurs
‘calculate’, ‘assess’, and ‘manage’ risk under changing
conditions and examines factors that influence the deci-
sion-making process including risk. It is evident from
the study that women entrepreneurs make risk related
decisions to sustain and grow their businesses. Taking
a holistic approach to women's entrepreneurship is
essential to support the aspirations of women to start
and grow their own businesses and to support the
growth of the Canadian economy.
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