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Entrepreneurship is widely recognized as a key mechanism to alleviate Indigenous disadvantage, yet Indigenous-owned
businesses in Canada demonstrate persistently worse survivability, performance, productivity, and formation metrics. This study
proposes limited access to business debt financing as a potential critical factor associated with these disparities. A narrative
literature review of peer-reviewed and grey literature published (2010-2025) was conducted. The findings were organized
and synthesized using narrative synthesis to illustrate how the proposed mechanism of limited access to business financing
is linked to the adverse business outcomes and the major barriers associated with this state of lower access to business debt
financing for Indigenous-owned businesses. The evidence, first, reveals Indigenous-owned businesses see lower business
outcomes—disparities that persist even after controlling for poverty and rurality. Second, the review identified the specific
pathways in which limited access to financing is associated with lower business survivability, performance, innovation, and
formation among Indigenous businesses—for example, financing exclusion correlates with liquidity constraints and lower firm
survival rates. Third, the review identified the institutional, situational, social, and socioeconomic barriers associated with
Indigenous entrepreneurs’ reduced access to business debt financing, reflected in lower loan approval rates and reduced credit
usage. Entrepreneurship is associated with broader economic outcomes, where securing business financing is related to whether
Indigenous ventures can expand employment or contribute to poverty alleviation. Addressing these barriers to capital is therefore
essential to unlocking the entrepreneurial capacity of Indigenous communities and lessening disadvantage. Future research
should focus on improving data collection and creating policy interventions.
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Introduction way, rather than mapping the full range of pathways through
which financing exclusion may be linked to Indigenous busi-
nesses’ business outcomes. One example of major pathways
within the literature is Cooper=, who identified one key chal-
lenge Indigenous entrepreneurs face in Canada in starting and
maintaining a business venture: limited funding or access to
capital; however, his analysis focuses almost exclusively on
how constrained financing capacity is associated with limited
ability to get ventures off the ground and operating, rather than
providing a comparably detailed examination of other points
in the business cycle through which financing exclusion may
influence broader business outcomes. Similarly, Schembri®
identified how Indigenous firms’ ability to innovate is lower
in contexts characterized by a certain lack of capital, yet his
discussion does not substantially extend to how financing con-
straints are associated with the other stages of business devel-
opment or performance. This review seeks to fill this gap by
presenting a more unified account of the associations financing
exclusion may have with Indigenous businesses’ outcomes. In
doing so, this paper seeks to answer the research question:

Canada is a developed country with a highly advanced econ-
omy, but its Indigenous population experiences markedly
lower socioeconomic status than their non-indigenous coun-
terparts I In recent decades, the establishment, management,
and expansion of Indigenous businesses has been recognized
as a primary method in closing the socioeconomic gap be-
tween Indigenous and non-Indigenous people because of its
ability to facilitate job creation’’. However, the literature
reveals a pattern of how Indigenous-owned businesses expe-
rienced worse business outcomes relative to non-Indigenous-
owned businesses—where this disparity exists even after con-
trolling for confounding variables such as rurality or poverty.
The central thesis of this paper is the proposition that limited
access to business financing is a potential mechanism associ-
ated with these disparities.

Yet, the literature is fragmented. On one hand, studies an-
alyzing the association between exclusion from financing and
Indigenous business outcomes usually highlight a single path-
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How does limited access to business financing relate to busi-
ness outcomes of Indigenous entrepreneurs and businesses in
Canada? This research question is then translated into two re-
search objectives: (1) document the specific pathways through
which limited ability to access business financing is associated
with the business outcome disparities between Indigenous and
non-Indigenous businesses across survival, performance, pro-
ductivity, and formation, and (2) identify the major barriers
associated with Indigenous entrepreneurs’ reduced financing
access. To fulfill these research objectives, this study will
draw on peer-reviewed and recognized grey literature pub-
lished between 2010 and 2025, focusing on Indigenous peo-
ples in Canada, where the literature will then be synthesized
using narrative synthesis. The impact of this research is that it
provides Canada’s policymakers clearer evidence and a more
comprehensive understanding of the pathways of financing
exclusion associated with worse business outcomes, enabling
policymakers to design more effective policies rather than de-
vising policies based on incomplete information.

This study examines Canada’s Indigenous population, en-
compassing First Nations, Métis, and Inuit entrepreneurs and
businesses. Its scope is limited to one financial domain of
business debt financing and one outcome domain of business
outcomes. The limitation of this review is that because most
evidence is cross-sectional and data is limited, the review can-
not establish causation. However, given the scarcity of Indige-
nous economic data in Canada, this analysis reflects what can
be drawn from the evidence currently accessible; nonetheless,
findings should be interpreted as identifying relationships that
require further longitudinal investigation to establish defini-
tive causation. Additionally, as stated before in this introduc-
tion, the thesis of this paper is that limited access to business
financing constitutes a potential mechanism associated with
business disparities. Indeed, other explanations certainly exist
(e.g., on-reserve labour shortages or reduced customer base
due to remote geographies); however, this study confines its
analytical scope to financing constraints. This intentional nar-
rowing is adopted not only to maintain coherence with the re-
search’s stated thesis but also to ensure that the scope remains
manageable for a single research study.

Method

This study uses a literature review design with narrative syn-
thesis as its method of synthesis. Limited access to business
financing is defined as when access to business financing is
inhibited, insufficient, or unequal. The association with busi-
ness outcomes is examined when business outcomes such as
formation, growth, survival, innovation, and productivity see
lower levels. “Indigenous people” is used as an umbrella term
encompassing the Métis, First Nation, and Inuit®. And, unless
explicitly specified otherwise, the terms “Indigenous people”

and “Indigenous entrepreneur” refer to both on-reserve and
off-reserve populations. The term “Indigenous communities”
refers only to recognized Indigenous reserves, and geographic
distinctions (on-reserve/off-reserve) are made only when the
analysis applies exclusively to one group. Furthermore, unless
explicitly specified otherwise, the term “Indigenous business”
encompasses both on- and off-reserve businesses. Business
debt financing is one of the main methods businesses use to
raise capital. In debt financing, a business borrows money
from a bank, credit union, or private lender, with the agree-
ment to repay that money with interest®.

This research searched the databases JSTOR, EBSCO, Pro-
Quest, and Web of Science. Search terms combine iden-
tifiers of Canada’s Indigenous populations (“First Nations”
and “First Nations,” “Métis,” “Inuit,” and “Indigenous”) with
financing concepts (“business financing,” “loans,” “credit,”
“capital,” and “debt financing”) and business outcomes (“en-
trepreneurship” and “firm formation,” “performance,” “sur-
vival,” “innovation,” and “productivity”’). Boolean operators
(AND, OR) were then used to create more targeted queries.
The review is limited to works published between 2010 and
2025. The justification for this extended timeframe is due
to the lack of contemporary, granular data on Indigenous
economies in Canada. The inclusion of studies is evaluated on
three criteria: #1 the study focuses on the Indigenous people
of Canada; #2 the study examines Indigenous people’s bar-
riers to accessing business debt financing; #3 linkage of fi-
nancing conditions to at least one business outcome. Studies
ideally meet all three criteria, or at least #1 and #2, or #1 and
#3. Both qualitative and quantitative research are eligible, as
well as mixed-methods work. Relevant grey literature (studies
done by Indigenous-led institutions and governmental depart-
ments and other recognized nonprofits) was also included.

The review uses narrative synthesis as described by Popay
et al.Z. Specifically, the review applies the following four el-
ements of Popay et al.’s* framework: (1) developing a theo-
retical framework, (2) Developing a preliminary synthesis, (3)
Exploring relationships within studies, and (4) assessing the
robustness of the synthesis. In the spirit of providing a more
transparent methodology, each element of Popay et al.’s'* will
be explained in depth on how it was applied to this review.

Mechanism Limiting Indigenous Business Outcomes

Barriers to Financing
. nal bz

Barriers

Section 5 Section 4
Fig. 1 Theoretical Framework linking barriers to financing to
limited financing access, and limited financing access to Indigenous
business outcomes
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First, this review constructed two theoretical frameworks to
guide this paper. Figure[I] presents the first theoretical frame-
work, distinguishing contextual from analytical components.
This paper analyzes exclusively the relationship between lim-
ited financing access and business outcomes (nodes 2—3) in
Section 4. The upstream barriers-to-access pathway (nodes
1—2) serves contextual purposes only in Section 5, with nodes
2—3 and nodes 1—2 not being interconnected. The bar-
riers pathway provides necessary context for why financing
constraints exist, while the access-to-outcomes pathway con-
stitutes the main analytical focus of this study—examining
how financing limitations, once present, affect business out-
comes. This clear demarcation—with Section 4 focusing ex-
clusively on limited access to business financing and adverse
business outcomes, and Section 5 focusing exclusively on bar-
riers to financing and limited access to business financing—
ensures the study remains concentrated on financing access as
the association of interest rather than conflating it with other
mechanisms that might affect business outcomes. The sec-
ond theoretical framework emerged through an inductive pro-
cess from a preliminary literature review. Specifically, the
four barrier categories emerged from the initial examination
of five studies—the five studies were Chernoff & Chuengg,
Peredo et al.”?, Henriques et al.'¥, Cooper”, and Newman‘!—
Indigenous business financing literature published between
2010-2025. Through this preliminary analysis, barriers con-
sistently clustered into four distinct types based on their un-
derlying mechanisms: institutional barriers (constraints asso-
ciated with formal laws, regulatory frameworks, and adminis-
trative procedures), situational barriers (constraints associated
with contextual circumstances of place, infrastructure, or en-
vironment), social barriers (constraints associated with culture
or society), and socioeconomic barriers (constraints associated
with unequal social and economic conditions).

Second, the preliminary synthesis was a two-step process
of data extraction and thematic categorization. The first step
was the extraction of data from each eligible study into Mi-
crosoft Excel. Specifically, bibliographic data (author, year,
title), methodological characteristics (study design, sample
size, data collection methods), geographic distinctions (on-
reserve, off-reserve, or urban), and whether the general focus
of the study was on the barrier to limited access to business
debt financing or business outcomes were captured into this
spreadsheet.

In the second step, following each study’s classification into
either barriers to financing or business outcomes, the data un-
derwent thematic categorization conducted by one person (the
present author) using Microsoft Excel. Coding then proceeded
using a priori categories as follows: barriers to financing
studies were categorized by barrier category(s)—institutional,
situational, social, and/or socioeconomic—while business
outcome studies were categorized by business metric(s)—

formation, performance, survival, and/or productivity. Non-
mutually exclusive coding was allowed.

Following thematic categorization of both the barrier and
business outcome study, all mechanisms and quantitative in-
dicators were extracted for each barrier type or each business
metric each study addressed. For instance, if a study clas-
sified under business survival identified a mechanism associ-
ating limited financing with reduced liquidity and lower sur-
vival probabilities, that mechanism was isolated and entered
into the spreadsheet. Quantitative measures, such as the find-
ing that Indigenous firms exhibit an 18.41 percent higher exit
probability, were likewise recorded. Similarly, if a study cat-
egorized under institutional barriers identified a mechanism
such as Section 89 of the Indian Act preventing Indigenous
entrepreneurs from pledging on-reserve assets as collateral,
that mechanism was extracted and recorded in the spreadsheet.
Studies addressing multiple barriers and outcomes were coded
into all relevant categories.

In addition, as a sole researcher, inter-rater reliability testing
was not possible. To enhance coding quality, an iterative two-
pass approach was employed. The first pass established initial
categorization of all included studies. Following a one-week
interval, a second pass systematically refined barrier classifi-
cations, verified that extracted mechanisms aligned with op-
erational definitions, and resolved any ambiguities. This it-
erative refinement process ensured consistent application of
the four-barrier framework across all studies. The absence of
multiple independent coders represents a methodological lim-
itation; however, the use of an explicit a priori framework with
operational definitions and iterative coding provides appropri-
ate rigour for narrative synthesis conducted by an individual
researcher.

Third, an analysis of the collected data was conducted
to identify recurring patterns and concepts across the differ-
ent studies. The recurring data were then synthesized into
a two-phase narrative to answer the research question. The
first phase’s analysis details the specific mechanisms through
which business financing exclusion is associated with adverse
business outcomes. This meant aggregating the data extracted
from the literature within the business outcomes section of the
thematic categorization and creating a narrative that saw mul-
tiple pathways identified between limited access to business
debt financing and the four business outcomes of formation,
performance, survival, and productivity. The second phase’s
analysis is about the relationship between barriers and limited
access to business debt financing within the literature. This
was accomplished by analyzing the extracted data to identify,
for each of the four barrier categories, the documented path-
ways through which it is associated with limited access to debt
business financing. The narrative for this phase was built by
aggregating data extracted from the literature within the bar-
riers to access section of the thematic categorization to create
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a narrative, showing, for example, how the inability to fulfill
collateral requirements due to the Indian Act (an institutional
barrier) is associated with reduced ability to access business
loans.

Fourth, the methodological rigour of journal articles was
established by their peer-reviewed status. For grey litera-
ture, trustworthiness was evaluated based on the authority
and recognition of the publishing body. Accordingly, only
reports from recognized Indigenous-led institutions, govern-
mental departments, or other recognized public bodies were
included.

Business Outcomes Disparities between Indige-
nous and non-Indigenous Businesses

This section examines how Indigenous-owned businesses con-
sistently experience weaker business outcomes across four key
dimensions: survival, revenue, productivity, and formation.
Notably, these gaps persist even after controlling for con-
founding factors such as region, industry, rurality, firm age,
and firm characteristics.

Business Survival

Indigenous-owned businesses have a lower survival probabil-
ity than their non-Indigenous counterparts, and this differ-
ence persists even after controlling for confounding variables.
Analysis by Statistics Canada found—utilizing a Cox propor-
tional hazard model and controlling for business age, busi-
ness size, capital amount, rurality, province, and industry—
Indigenous-owned businesses were 18.41% more likely to exit
than their non-Indigenous counterparts’®. In addition, by
2018, only 62% of the 2005 cohort of Indigenous-owned busi-
nesses survived, two percentage points below the survival rate
of non-Indigenous-owned businesses2. This survival disad-
vantage is associated with liquidity constraints.

In 2023, two-thirds (66.3%) of Indigenous majority-owned
businesses stated they had enough cash or liquid assets to
cover the cost of operations for the next three months, com-
pared to more than three-quarters (76.1%) of all private-sector
businessest. In addition, Indigenous-owned businesses were
almost twice as likely as non-Indigenous businesses to not
have enough liquidity to cover three months of operations
(10.0% vs 5.1%)13. These findings indicate that factors
uniquely affecting Indigenous businesses are associated with
higher exit rates beyond general economic conditions affect-
ing the wider population.

Business Performance

Indigenous businesses exhibit lower performance even after
controlling for observable business characteristics. A Statis-

tics Canada study reveals that after controlling for business
age, business size, capital amount, rurality, province, and in-
dustry, Indigenous-owned businesses earn 2.7% less in rev-
enue than their non-Indigenous counterparts'?. Additional
analysis by the Bank of Canada found that Indigenous census
subdivisions (CSDs) have lower revenues and profits per resi-
dent than non-Indigenous CSDs with the same number of peo-
ple®. The persistence of revenue disparities across multiple
analytical approaches—a firm-level econometric analysis us-
ing a multiple regression model to conduct extensive controls
and a community-level comparative analysis—demonstrates
that Indigenous businesses experience constraints on their
ability to generate sales and profits, where these adverse busi-
ness outcomes cannot solely be attributed to observable busi-
ness or geographic characteristics.

Business Productivity

Indigenous businesses demonstrate lower productivity lev-
els compared to non-Indigenous businesses, even after con-
trolling for confounding variables. A Statistics Canada
study reveals that after controlling for business age, busi-
ness size, capital amount, rurality, province, and indus-
try, Indigenous-owned businesses are 7.5% less productive
than non-Indigenous-owned businesses’®. The fact that this
productivity gap persists even after controlling confounding
variables indicates that factors uniquely associated with In-
digenous business ownership contribute to reduced produc-
tivity levels. One factor that may explain this difference
is the disparities in the amounts of innovation among In-
digenous versus non-Indigenous-owned businesses. Analysis
by Innovation, Science and Economic Development (ISED)
Canada using the 2020 Survey on Financing and Growth of
SME:s found Indigenous-owned businesses demonstrated sig-
nificantly lower innovation rates than all other demographic
groups'¥. Indigenous SMEs saw an innovation propensity of
21.6, compared to 28.4 of all Canadian SMEs, with all other
measured demographic categories (visible minorities, women,
men, and persons with disabilities) performing significantly
better than Indigenous SMEs'#. And only 11.5% of Indige-
nous SMEs introduced a new or significantly improved prod-
uct versus 16.4% nationally, with Indigenous businesses again
ranking lowest by a 4% margin among all demographic groups
measured#. However, since this ISED Canada study does
not control for other socio-demographic factors, this differ-
ence may also be driven by other underlying differences such
as educational background or location. In all, the persistence
of productivity gaps across extensive controls suggests Indige-
nous businesses face unique challenges for increased produc-
tivity not faced by the general population of Canadian busi-
nesses, though whether lower innovation rates mediate this
productivity gap requires further investigation with appropri-
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ate controls.

Business Formation
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Fig. 2 Percentage Growth in Indigenous-owned businesses relative
to non-Indigenous businesses®

Indigenous entrepreneurs in Canada see lower rates of busi-
ness formation compared to their non-Indigenous counter-
parts. As seen in Figure 2] while business formation rates be-
tween Indigenous and non-Indigenous businesses were com-
parable and occasionally favoured Indigenous businesses be-
tween 2006 and 2013, a recent and ever-widening gap has
emerged since 2013, with Indigenous business formation rates
declining relative to non-Indigenous rates. In addition, analy-
sis by the Bank of Canada found that in 2018 only 39 out of
every 1,000 Indigenous people aged 15 to 64 own a business,
compared to 108 out of every 1,000 non-Indigenous people in
the same age group®. Furthermore, by the end of 2022, there
were 17,417 private businesses in Canada owned by Indige-
nous people. This is only 1.7% of all 1,011,474 private sec-
tor businesses, even though Indigenous people make up 5%
of Canada’s population’?. The current underrepresentation
and recent divergence in formation trends indicate that bar-
riers are preventing Indigenous entrepreneurship from keep-
ing pace with the broader Canadian economy. However, it
remains unclear from existing studies whether this divergence
in formation rates stems from factors uniquely associated with
Indigenous entrepreneurs or from broader structural and mar-
ket conditions and thus requires further investigation with ap-
propriate controls.

Phase 1:
Mechanism

Business Financing as a Potential

This section proposes limited access to business financing as a
potential mechanism explaining the business outcome dispar-
ities documented in Section 3, first establishing why financing
is relevant for business outcomes generally, then documenting
the substantial financing gaps faced by Indigenous businesses
specifically. Although other mechanisms that are associated
with disparities in Indigenous business outcomes certainly ex-

ist within the literature, the findings presented below synthe-
size only those associated with financing constraints. This se-
lective focus is consistent with the paper’s stated thesis and is
required to preserve analytical clarity and scope.

Financing and Business Outcomes

Business financing serves as a foundational input across the
entire business lifecycle. The literature documents associ-
ations between limited access to financing and every stage
of business development—from maintaining liquidity to im-
proving productivity and performance and business formation.
First, when businesses face economic recessions, revenue de-
clines, or unexpected expenses, they require immediate access
to credit lines or emergency funds to cover liquidity gaps'>.
On the other hand, the absence of this safety net means busi-
nesses cannot cover operational costs during temporary down-
turns, which is linked to creating a premature shutdown of the
affected businesses'>1®, Second, businesses require capital
to create the infrastructure needed to realize new revenue op-
portunities. However, as best articulated by an on-reserve In-
digenous entrepreneur interviewed by the Canadian Council
for Indigenous Business and Global Affairs Canada: “I find it
difficult to receive financing to help build my business. With
no financing for the business, I'm struggling to be able to hire
any employees so that I can produce larger orders and generate
more revenue”!Z. This Indigenous entrepreneur’s statement
captures how limited access to financing is associated with re-
duced investments in expansion levers such as increased staff,
equipment, and inventory, which correlates with lower rev-
enue and profit generation capability. Third, productivity im-
provements depend on capital for technology adoption, equip-
ment upgrades, employee training programs, and research and
development activities to create innovation within a business®.
Without access to financing for these productivity-enhancing
investments, Indigenous businesses are associated with being
constrained to suboptimal processes that yield lower output
per worker or are unable to fund research and development
activities to create better products®. The former Deputy Gov-
ernor of the Bank of Canada, Lawrence Schembri4, noted this
association, stating that restricted capital access is linked to
“the productivity of Indigenous businesses and workers” (p.
7). Fourth, capital is central to new business, as new busi-
nesses require upfront capital investments in equipment, in-
ventory, commercial premises, and working capital to begin
operations=. The literature indicates that entrepreneurs un-
able to secure startup financing face barriers to acquiring the
necessary assets for business launch, which is associated with
lower business entry rates regardless of entrepreneurial ability
or market opportunity="18. The pattern of undercapitalization
among Indigenous entrepreneurs coincides with the recent and
widening business formation gap noted above, wherein In-
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digenous entrepreneurs create businesses at rates far below
their population share in contexts characterized by limited ac-
cess to business financing®.

Evidence of Indigenous Financing Gaps

Indigenous businesses face substantially lower access to
business financing compared to non-Indigenous businesses
across multiple quantitative measures. Export Development
Canada® reports that while Canadian businesses achieve a
90% loan approval rate, approval rates for Indigenous busi-
nesses drop dramatically to 58%. Additionally, Indigenous
entrepreneurs’ access to capital is minimal. This is seen in a
study by the Bank of Canada showing that in 2013, Indigenous
businesses accessed only 0.2% of the total available capital in
Canada and received just $9 for every $100 in market-sourced
financing (e.g., lines of credit, revolving credit facilities, or
debentures) accessed by non-Indigenous businesses®. The
convergence of findings from Export Development Canada'®
and the Bank of Canada® establishes a clear pattern of ex-
clusion, where Indigenous businesses face both significantly
lower loan approval rates and severely restricted access to the
total capital pool. In total, the House of Commons Standing
Committee on Indigenous and Northern Affairs reports a $175
billion capital gap within the Indigenous economy 2.

However, this disparity in access to business debt financ-
ing cannot solely be explained by factors affecting the general
Canadian population, such as geography. Instead, this dis-
parity can be more suitably explained by Indigenous-specific
factors that uniquely affect Indigenous entrepreneurs or busi-
nesses. Recent literature includes studies that, through statis-
tical means, control for remoteness or type of industry, among
other variables, which can isolate the independent effect of
being an Indigenous entrepreneur or firm on business financ-
ing. The first such study is an econometric study by the
Canadian Council for Indigenous Business & Global Affairs
Canada'”. This study conducted a survey of over 2600 Indige-
nous SMEs—named the Survey of Indigenous Firms—and
utilized Statistics Canada’s Survey of Financing and Growth
of SMEs, and, after controlling for remoteness, virtual-sales
capacity, industry sector, and firm size, the study found In-
digenous SMEs are 1.3 times more likely to report financing
as a growth barrier than non-Indigenous SMEsZ. These re-
sults demonstrate that financing gaps persist independently of
geography, sector, or business structure, indicating that lim-
ited access to capital arises not solely from rurality or industry
composition but from Indigenous-specific exclusionary mech-
anisms in Canada’s financing system.

Another study from the Bank of Canada, using the Survey
of Indigenous firms and the Bank of Canada’s Business out-
look survey, Indigenous firms were 3.8 times less likely to rely
on bank financing than non-Indigenous firms, though this spe-

cific comparison is descriptive and does not include statistical
controls. In addition, this study found, from the Survey of
Indigenous Firms, that 51% of these Indigenous-owned busi-
nesses were located within Indigenous communities, of which
about 70% were in rural areas?!. However, even after con-
trolling for firm size, incorporation, revenue, profitability, In-
digenous identity, and industry sector, the study found that
the independent effect of being rural on Indigenous-owned
businesses’ ability to access finance was statistically insignif-
icant?l. The conclusion that can be drawn from such a result
is that geographic remoteness alone does not explain Indige-
nous firms’ lower access to financing“!. Instead, the persis-
tence of financing barriers after controlling for location and
firm characteristics suggests that Indigenous-specific factors,
rather than spatial isolation, are the primary drivers of limited
business financing among Indigenous-owned businesses.

An international study from Bolivia utilized a controlled
laboratory—field experiment that used fictitious but financially
identical small business loan applications that differed only
by ethnic identity, allowing the authors to isolate the indepen-
dent effect of Indigeneity on loan approval®. Credit officers
were asked to evaluate each application under real lending
conditions. Using a Bayesian mixed-effects logistic regres-
sion model, the study found that Indigenous identity alone sig-
nificantly reduced loan approval outcomes even after control-
ling for all financial and demographic characteristics*~. This
demonstrates that indigeneity itself—not income, collateral,
or geography—can shape financing decisions. Thus, the study
provides experimental evidence that Indigenous people oper-
ate independently from conventional credit-risk factors when
it comes to their ability to obtain business debt financing.

Another international study was conducted by the Federal
Reserve Bank of Cleveland. This study utilized the Fed-
eral Reserve’s Small Business Credit Survey from 2016 to
2020 and found, after controlling for business size, business
age, revenue, profitability, industry, and geography, that Na-
tive American-owned businesses received significantly higher
credit denial rates from conventional financial institutions
compared to similar white-owned businesses>>. Furthermore,
when examining the Paycheck Protection Program (PPP), the
study further revealed that, even after accounting for business
size, business age, revenue, profitability, industry, geography,
and both owner and business credit scores, Native American
businesses were significantly more likely to receive only par-
tial the originally requested funding amount and were signifi-
cantly more likely to be discouraged from applying for PPP
loans compared to similar white-owned businesses®). No-
tably, the disparities between Native American-owned busi-
nesses and white-owned businesses were greater than those
between other ethnic minorities, such as Black, Asian, and

Hispanic-owned business and white-owned businesses=.
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Phase 2: Mechanisms Creating Limited Access
to Business Financing

This section identifies the specific barriers that constrain In-
digenous entrepreneurs’ access to business financing. Draw-
ing on qualitative and quantitative evidence, it documents four
categories of barriers—institutional, situational, social, and
socioeconomic—that interact to create the financing gaps doc-
umented in section 4.

Institutional Barriers

Institutional barriers represent a significant obstacle restrict-
ing on-reserve Indigenous entrepreneurs’ access to business
financing. The Indian Act prevents property on reserve from
being seized as collateral under Section 89*1524,  This pro-
vision emerged from the late 19th-century colonial frame-
work that sought to “protect” Indigenous lands from sale or
seizure while simultaneously restricting Indigenous peoples’
economic autonomy824.  Specifically, during this period,
predatory lending practices and fraudulent land transactions
frequently resulted in Indigenous land loss. Section 89 was de-
signed to prevent such seizures by making on-reserve property
legally inalienable'l. While intended as protection, this provi-
sion effectively prevents on-reserve Indigenous entrepreneurs
from using their property as collateral X, This provision is im-
portant because collateral is necessary for obtaining commer-
cial loans, as it provides an asset that can be recovered if the
borrower defaults on the loan* 18 Tn other words, collateral
acts as a safeguard for lenders. Thus, the absence of collateral
significantly reduces on-reserve Indigenous people’s ability to
obtain business financing”1%.

In addition to the inability to pledge collateral, the In-
dian Act contains many regulatory gaps not present in off-
reserve settings that may suppress on-reserve Indigenous en-
trepreneurs’ access to financing'®. These regulatory gaps,
which include the absence of enforceable property rights, in-
complete contractual frameworks, and the lack of a reliable
land title registry, create regulatory uncertainty for business
activityl®. Moreover, excessive bureaucratic processes in-
crease transaction costs and timelines from Indigenous-related
governmental departments32Y, As well, Indigenous nations’
unique legal status as self-governing entities adds another
layer of regulatory uncertainty, as disputes often arise over
whether federal, provincial, or Indigenous law governs finan-
cial arrangements'LL,

The cumulative effect of these institutional barriers is that
the cost of doing business on reserves is often four to six times
higher than the cost off reserves, with transactions taking up
to five times longer to process®1°18, Lenders, who prefer pre-
dictable regulatory environments and more friendly business
environments, may respond by rationing business financing to

on-reserve Indigenous entrepreneurs, potentially contributing
to their limited access to business financing®418,

Situational Barriers

Situational barriers are the most immediate barrier for many
on-reserve Indigenous entrepreneurs when accessing business
debt financing. The geographic isolation of reserves seen to-
day is no natural condition but the product of a colonial policy
of systemic forced land dispossession enacted by the Govern-
ment of Canada in the 19th century®. This policy forcibly
relocated Indigenous peoples from territories with abundant
natural resources or close proximity to metropolitan regions
to lands with limited economic value and substantial distance
from population centres®. According to the Bank of Canada,
approximately seventy percent of Indigenous reserves are lo-
cated more than fifty kilometres from the nearest service cen-
tre®. As well, the median distance from an Indigenous band
council to the closest bank branch is 23.9 km, compared to
only 1.3 km between a rural non-Indigenous census subdivi-
sion in 2019220,

This distance to financial institutions may limit the mul-
tistage processes required for commercial loan applications,
which often demand a litany of in-person activities such as
multiple in-person meetings, document verification and ex-
change, and building trust and a working relationship with the
lender“?. Added to that is poor transportation infrastructure,
which may exacerbate the problem because some reserves are
accessible only by dirt or seasonal roads®>. Factors such as
distance and accessibility issues make bank visits for commer-
cial loan applications not only costly but also time-consuming.

The availability of bank branches is also limited. Fewer
than 50 bank outlets operate across nearly 3,400 reserves
nationwide2928 At the same time, branch numbers across
Canada and within Indigenous reserves fell from 8,895 in the
fourth quarter of 2019 to 8,436 in the fourth quarter of 202229
This trend reflects the bank’s assumption that most customers
prefer the convenience of online lending and banking. For In-
digenous reserves, however, this shift is associated with in-
creased exclusion. The literature reveals a pattern of what
Sutton-Lalani et al.22 (2023) describe as “double marginal-
ization,” where some Indigenous reserves are disadvantaged
on two intersecting points of access. First, large geographic
distance, accessibility issues, and the declining number of
bank branches limit physical access to commercial loan ser-
vices. Second, many reserves are unable to rely on digital
loan-application systems or online financing portals. Specifi-
cally, more than a quarter of Indigenous households (25.5%)
may be unable to effectively utilize online credit portals be-
cause of internet speeds of less than 10 Mbps in 2019. By
contrast, almost 13% of all rural Canadian households saw in-
ternet speeds less than 10 Mbps in 2019, reflecting the digital
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divide between Indigenous on-reserve households and the rest
of Canada (Chen et al., 2021).

Double marginalization may severely hamper the ability for
affected Indigenous reserves to access business debt financing.
Long distances and declining bank branches make conducting
in-person loan consultations unfeasible or impractical, while
poor internet access prevents digital loan submissions from
supplementing for the lack of physical access**2Y. In sum,
weak physical banking infrastructure, accessibility issues, and
poor digital connectivity combine to make the process of ob-
taining business debt financing logistically burdensome and,
for some Indigenous entrepreneurs, effectively inaccessible,
all of which is linked to Indigenous people’s lower access to
business debt financing.

Social Barriers

Cultural differences between Western and Indigenous ap-
proaches to entrepreneurship are associated with social bar-
riers that limit Indigenous entrepreneurs’ access to financing.
Mainstream entrepreneurship is generally defined by individu-
alism and profit-seeking, where the creation and management
of ventures by individuals is for the purpose of seeking profit
maximization and individual wealth accumulation®. In con-
trast, “Indigenous entrepreneurship is seen as aimed not at in-
dividual economic benefit but at multiple goals. .. such as self-
determination and heritage preservation, but also immediate
benefits such as medical and elder care”?. In addition, Indige-
nous entrepreneurs embed in their ventures Indigenous values
of reciprocity, environmentalism, and community well-being.
As such, entrepreneurship is more so a tool to solve their com-
munities’ socioeconomic issues rather than merely accumulat-
ing individual wealth?. Thus, Indigenous entrepreneurs pur-
sue blended goals that combine economic returns with social,
cultural, and environmental 0bjectives9‘10.

However, the Indigenous approach to business may con-
flict with how mainstream financial institutions evaluate busi-
nesses. Conventional lenders utilize profit-based frameworks
such as projected profitability or ROI to evaluate the success
of a venture. This framework cannot quantify non-financial
outcomes like environmental protection, which mainstream
lenders might interpret as lacking profit potential®. The litera-
ture, therefore, suggests that this inability to translate blended
goals into profit-only metrics is associated with Indigenous
entrepreneurs’ ventures being undercapitalized”1%.

The case of the Hupacasath First Nation provides an exam-
ple of this pattern. The nation was trying to build a hydroelec-
tric dam in their traditional territory that abided by their values
of environmental stewardship and community benefit while
still generating economic returns'’. However, when seek-
ing financing needed for the venture, the Hupacasath encoun-
tered the same dynamic described above. The Hupacasath ap-

proached Canada’s most important financial institutions, but
all rejected their funding applications, as they were unable
to assess the project’s positive impact on the environment or
the benefits to the community alongside economic returns-Y.
Only Vancity Credit Union—Canada’s largest credit union,
which evaluated the ventures’ social, environmental, and eco-
nomic returns simultaneously—agreed to finance this ven-
ture!V. This case highlights how Canada’s banks’ inability
“in assessing the social and environmental benefits/costs of
projects” ¥ may restrict Indigenous entrepreneurs to financial
institutions that share their broader value'?, Thus, the Hu-
pacasath case shows how mainstream banks’ narrow focus on
financial returns is associated with excluding Indigenous en-
trepreneurs’ ventures from business debt financing'".

Socioeconomic barriers

Socioeconomic barriers add an additional obstacle for some
Indigenous entrepreneurs. The beginnings of Indigenous
lower socioeconomic status can be found in Canada’s vari-
ous colonial policies. The reserve system constituted the first
such policy. Indigenous peoples’ traditional means of eco-
nomic self-sufficiency—farming, hunting, and fishing—were
systematically uprooted as they were displaced from their tra-
ditional territories and confined to reserves with inadequate
resources to support their customary livelihoods*!2, This,
along with discriminatory legislation that outlawed resource
distribution and severely limited Indigenous peoples’ abil-
ity to fish and hunt, led to rapid increases in poverty on re-
serves=l. The second such piece of policy was the pass sys-
tem, which lasted from 1885 to 1941. This system confined
Indigenous peoples to reserves and limited their ability to
leave, seek employment, or participate in broader economic
activities. This restriction undermined traditional economies
and entrepreneurship, eroding self-sufficiency and increasing
poverty=>234. The third such policy is the residential school
system, lasting from the 1870s to 1996 and was a system of
schools jointly administered by the Government of Canada
and the Catholic Church®>=9, Such schools forcibly removed
approximately 150,000 Indigenous children from their fami-
lies with the explicit goal of cultural assimilation>3®, These
facilities prioritized revenue-generating activities such as do-
mestic work or farming over educational instruction, where it
was common for children to attend schools for a decade yet re-
ceive nothing more than a Grade two education=?. These facil-
ities were underfunded, overcrowded, poorly heated, had in-
adequate sanitation, and lacked proper medical care, creating
conditions where abuse, malnutrition, disease, and death were
common=%,  The effects of such institutions are strongly
linked to lower educational attainment and reduced employ-
ment opportunities. Relative to Indigenous children whose
parents did not attend residential schools, Children of sur-
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vivors are 6.5-8.4 percentage points less likely to graduate,
have 3-6% reduced level of attendance from high school, are
significantly more likely to be suspended or expelled, and are
3% less likely to be employed even after holding confounding
variables such as gender, First Nation/Métis/Inuit identity, Sta-
tus Indian registration, CSD, and year of birth constant=239

The first component of socioeconomic barriers is educa-
tional disadvantage. Numeracy and literacy skills are per-
tinent to filling in loan applications, writing business plans,
and pitching related activities'®2*. However, the 2012 Pro-
gramme for the International Assessment of Adult Competen-
cies showed that Indigenous adults performed lower in literacy
and numeracy than non-Indigenous adults=Z,

In addition to numeracy and literacy skills, financial literacy
is equally important to accessing finance. Entrepreneurs with
greater financial literacy can more effectively maintain the fi-
nancial documentation required by lenders to make lending
decisions and promote better financial management for their
businesses, which also creates higher credit ratings=®. In other
words, strong financial literacy is associated with an improved
likelihood of loan approval. On the flip side, entrepreneurs
with limited financial literacy may not have prepared all the
required financial documentation, which is associated with au-
tomatic loan rejection=8. They also may appear to have higher
risks that result from their limited ability to understand loan
terms and manage debt and the business’s finances, which also
drags down the business’s credit rating=.

Indigenous entrepreneurs face a significant disadvantage in
terms of financial literacy. While rural-specific comparison
data would provide a more appropriate baseline, such disag-
gregated data are not publicly available from national surveys,
and national-level benchmarks represent the best available ev-
idence for establishing baseline understanding of the financial
literacy disparities. According to the 2024 Canadian Finan-
cial Capability Survey (CFCS), 69% of Indigenous people had
difficulty keeping up with bills and financial commitments,
compared to 60% of Canadians overall®?. Additionally, 65%
of Indigenous people relied on credit (i.e., credit cards, over-
draft) to pay for daily expenses, compared to 48% of Cana-
dians overall®®. Furthermore, 35% of Indigenous people cur-
rently have a Registered Retirement Savings Plan, compared
to 47% of Canadians overall®?, In sum, the data from the 2024
CFCS shows that Indigenous financial literacy challenges ex-
ceed those of the general Canadian population, where the
dataset of the latter includes the rural population of Canada.

In addition to educational disadvantages, Indigenous peo-
ple also experience significant income and employment dis-
parities. In 2020, the unemployment rate among Indigenous
people was 11.6%, compared with 7.8% across all rural ar-
eas®?*l  Indigenous people also had a household median
after-tax income of 71,500, comparedwith72,500 across all
rural areas#43,

These various socioeconomic disadvantages are associated
with barriers to accessing business financing. This is be-
cause lenders assess eligibility for business financing through
creditworthiness benchmarks. And these benchmarks con-
sist of maintaining prime credit scores, consistent repay-
ment histories, and low credit utilization rates??. However,
lower incomes and unemployment may impede Indigenous
entrepreneurs from meeting these benchmarks "', In particu-
lar, lower incomes and unemployment may increase the likeli-
hood of missed debt obligations and higher credit utilization,
both of which heavily weaken credit scores**. These lower so-
cioeconomic outcomes correlate with lower credit scores for
Indigenous entrepreneurs than non-Indigenous entrepreneurs.
As it stands, there is currently no nationwide data on Indige-
nous and non-Indigenous entrepreneurs’ credit scores. The
only available evidence is from NACCA BDC!®, which re-
ported that the average credit scores in six Indigenous reserves
in 2015 were 657, roughly 100 points lower than Ottawa’s
households’ average of 761 in the same year. Although this
data lacks generalizability to Indigenous people nationally, it
provides a “first cut” of Indigenous entrepreneurs’ difficulty
meeting traditional creditworthiness criteria and speaks to the
need for comprehensive data collection regimes that include
greater Indigenous data.

Barrier Interaction

The four barrier categories do not operate independently. In-
stead, they interact to create compounding effects. This sec-
tion will document the interactions that occur between the four
categories of barrier within the literature. It should be noted
that the list of interactions presented here is not an exhaustive
account of every possible combination. Instead, it represents
a record of the interactions that are explicitly documented in
the scholarly literature.

The first barrier interaction for business debt financing, de-
scribed by Peredo et al.”’ and Henriques et al.lV, sees insti-
tutional and social barriers intersect in ways associated with
reduced Indigenous entrepreneurs’ access to business debt fi-
nancing. Business lending typically follows a standard path-
way of entrepreneurs pledging collateral and lenders assess-
ing business viability®. Section 89 of the Indian Act blocks
the first element, forcing reliance entirely on business model
assessment” . However, Indigenous business models are un-
conventional in that they pursue profit equally with other pri-
orities, such as environmental and social goals. The litera-
ture indicates that the unconventionality of Indigenous busi-
ness models is associated with mainstream banks viewing the
businesses as unprofitable and rejecting credit requests from
Indigenous entrepreneurs”1,

The second barrier interaction for business debt financ-
ing, described by the First Nations Financial Management
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Board!2, combines social and socioeconomic barriers. Busi-
ness lending typically relies on standardized credit assess-
ments that evaluate borrowers based on stable income, consis-
tent employment history, and established creditworthiness“Z,
However, Indigenous entrepreneurs experience significantly
lower median incomes, higher unemployment rates, and per-
sistent wealth gaps 4042 These socioeconomic realities mean
Indigenous borrowers are less likely to meet conventional
creditworthiness benchmarks. Financial institutions may fur-
ther compound this disadvantage through interpreting Indige-
nous business models as unprofitable due to their business
models pursuing profit equally with other priorities, such as
environmental and social goals”"1,

The third barrier interaction for business debt financing, as
articulated by Kremer Mah“*?, combines situational and so-
cioeconomic factors. Many Indigenous reserves are situated
far from financial institutions®>. This spatial isolation im-
poses direct costs that make it costly and time-consuming for
entrepreneurs to access lenders, submit applications, or main-
tain relationships with banks®?. Thus, this creates situations
where Indigenous entrepreneurs who have fewer resources
may struggle to afford repeated travel®>. Consequently, the
situational barrier of distance is associated with compounded
social and socioeconomic inequities, which correlates with re-
stricted opportunities to secure financing®>.

Contextual Dominance

The four barriers do not just compound; some barriers oper-
ate with dominance over others in certain circumstances. This
section explores how institutional and situational barriers op-
erate with dominance in on-reserve settings, but, in off-reserve
settings, socioeconomic and social barriers become the domi-
nant barriers associated with restrictions on access to business
debt financing for Indigenous-owned businesses.

On-reserve contextln an on-reserve context, institutional
barriers operate with the most dominance. At the outset,
due to the inability to pledge collateral, on-reserve Indige-
nous entrepreneurs are structurally prohibited at the legal or
regulatory level from accessing business debt financing®. In
other words, an on-reserve entrepreneur may have a viable
business plan, strong financial literacy, and cultural align-
ment with Western business models, but the legal infras-
tructure precludes the loan from being structured in the first
place. Beyond collateral restrictions, regulatory gaps created
by the Indian Act—absent enforceable property rights, in-
complete contractual frameworks, and lack of reliable land ti-
tle registries—create regulatory uncertainty that manifests in
transaction costs four to six times higher than off-reserve con-
texts with processing timelines five times longer, which is as-
sociated with prompting lenders to engage in credit rationing

to on-reserve entrepreneurs 16.

After institutional barriers, situational barriers are the sec-
ond most dominant barrier to operate within on-reserve set-
tings that constrain Indigenous entrepreneurs’ business debt
financing. In this domain, many on-reserve indigenous en-
trepreneurs, through the double marginalization articulated in
previous section 5.2, are not only unable to access financ-
ing through physical channels (too distant) but also unable to
access digital channels (inadequate connectivity)>>%®. Criti-
cally, social and socioeconomic barriers become functionally
irrelevant in on-reserve contexts because institutional and sit-
uational barriers effectively prevent entrepreneurs from reach-
ing the evaluation stage where business models or creditwor-
thiness would be assessed. In other words, it is not pertinent
whether an entrepreneur’s business pursues blended goals or
pure profit maximization or whether they have excellent or
poor financial literacy; institutional and situational barriers al-
ready impose restrictions to business debt financing in an ab-
solute manner.

Off-reserve contextWithin off-reserve settings, insti-
tutional and situational barriers effectively disappear—
entrepreneurs can pledge collateral without Section 89 restric-
tions and have geographic proximity to financial institutions
with adequate digital infrastructure—meaning Indigenous en-
trepreneurs can participate in the financing system. How-
ever, this shifts the locus of exclusion from structural barri-
ers to evaluative barriers, with socioeconomic barriers achiev-
ing primary dominance. In the evaluation stage, socioeco-
nomic status—credit scores, financial literacy, income, and
employment—becomes strongly associated with application
outcomes””. Standardized credit assessments evaluate appli-
cants through credit histories, debt-to-income ratios, and em-
ployment status, and Indigenous people systematically under-
perform on these metrics, which may be associated with their
rejections from business debt financing®?42,

Social barriers operate as the secondary constraint in off-
reserve contexts. These barriers relate to the cultural mismatch
between Indigenous and Western business models, which may
compound this socioeconomic exclusion by adding an addi-
tional layer of evaluative rejection, but they operate as a sec-
ondary constraint—the primary mechanism of off-reserve ex-
clusion appears to be socioeconomic barriers associated with
entrepreneurs failing creditworthiness screening 1V,

Limitations

This literature review faces several methodological and em-
pirical constraints that impact the generalizability of its find-
ings. The narrative synthesis approach inherently limits the
ability to establish causal relationships. In addition, through-
out this review, correlational evidence has been used to iden-
tify associations linking limited access to business debt financ-
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ing to business outcomes or financing barriers to limited ac-
cess to business debt financing. The cross-sectional nature
of most included studies limits the ability to isolate the in-
dependent effects of limited access to business debt financing
from other socioeconomic disadvantages that Indigenous en-
trepreneurs and businesses experience. In sum, while patterns
suggest relationships between limited business financing ac-
cess and adverse business outcomes, readers should interpret
these connections as correlations rather than definitive causal
relationships.

In addition, the available literature on Indigenous business
financing in Canada remains limited in both breadth and gran-
ularity, which constrains generalizability. These gaps ne-
cessitate reliance on a small number of recent studies that,
while methodologically sound, do not yet provide full cov-
erage across all regions and business segments. However, this
still represents the best available evidence and underscores the
persistent gaps in Indigenous business and financing data col-
lection. More detailed information on research gaps will be
found in the following section.

Research Agenda

The evidence limitations and methodological constraints iden-
tified in this review reveal two critical research priorities that
would advance understanding of Indigenous business financ-
ing barriers and inform more effective policy interventions.

Comprehensive Data Collection

Current literature is mostly cross-sectional studies that es-
tablish correlational rather than causal relationships between
business financing barriers and business outcomes®=?, Fu-
ture research should prioritize multi-year longitudinal designs
tracking the same Indigenous individuals and businesses to es-
tablish definitive causation. Such studies would provide more
insights and evidence necessary for targeted policies while
controlling for confounding socioeconomic barriers that cur-
rently obscure the independent effects of limited business fi-
nancing access. In addition, this review also reveals system-
atic gaps in Indigenous financial data collection. A starting
point could be creating comprehensive national measurements
of loan approval rates, credit score comparisons, and business
financing volumes. Additionally, other data gaps that are in
need of further data collection are Indigenous business capital
expenditures and export participation®. Without such founda-
tional data, policymakers would lack comprehensive informa-
tion, potentially leading to ineffective interventions that fail to
comprehensively address barriers to Indigenous business debt
financing.

Policy Intervention Evaluation

While existing literature effectively documents barriers to In-
digenous business financing, research on the effectiveness of
potential solutions remains limited. Although some evaluation
literature exists, such as for Aboriginal Financial Institutions
and government lending programs, broader policy interven-
tion research on expanding Indigenous entrepreneurs’ access
to commercial lending and investment capital is scarce. Some
starting points for policy intervention research include mobile
business lending programs that bring credit officers directly
to remote communities or creating mainstream loan guaran-
tees and collateral-support mechanisms. More intervention
research would provide evidence-based guidance for scaling
successful approaches while avoiding ineffective policies that
fail to address the barriers to financing.

Conclusion

This review demonstrates that Indigenous entrepreneurs in
Canada experience lower business formation, performance,
productivity, and survival and lower access to business
financing—even after accounting for confounding variables
such as poverty and rurality. The paper addresses its two re-
search objectives through a two-phase synthesis. First, it iden-
tified four pathways through which limited access to business
financing is associated with adverse outcomes for Indigenous-
owned businesses, specifically the business formation, perfor-
mance, innovation, and survival pathways. Second, it out-
lines the institutional, situational, social, and socioeconomic
barriers that are associated with Indigenous entrepreneurs’ re-
duced access to financing Yet, given the cross-sectional na-
ture and limitations of available data, these conclusions should
be viewed as a “first cut” into the relationship between re-
stricted debt financing and Indigenous business outcomes,
with the proposed mechanism representing a potential mech-
anism rather than an empirically established causal relation-
ship operating in real-world conditions. In organizing the lit-
erature, this research shows that barriers to business debt fi-
nancing are linked to suppressed entrepreneurship and weaker
business performance outcomes, which highlights the impor-
tance of equitable access to business debt financing. In con-
clusion, given that business debt financing is associated with
beneficial business outcomes, the Government of Canada must
implement concrete policies that close the persistent gaps in
business financing in a rapid manner, with particular attention
to addressing the institutional, situational, social, and socioe-
conomic barriers.
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