What is a Corporation?
A corporation is different from other types of businesses, because a corporation is
treated as a separate legal entity. You may have heard corporations referred to as
‘people’, because with a few exceptions, they are recognized under the law as a person
with its own set of rights and responsibilities that go along with this designation.
Imagine a company like Amazon. It’s made up of thousands of employees, and is
owned by thousands of shareholders. If Amazon loses your package, you don’t get mad
at a person who was to deliver the package, or his manager. You don’t get mad at the
corporation. You are unhappy with Amazon as a company. The idea that Amazon is a
distinct ‘entity’ that you can trust or dislike, owe money to or make contracts with is the
core of what it means to be a corporation.
If you are a small business owner, or someone who is self- employed, everything you
do in your business can feel very personal. You probably own the tools you use when
you work, and when someone makes an agreement or contract with you, it’s with you as
a person. If you work with other people, it’s normally clear who is responsible. If your
assistant messes up a job, people will expect you to take responsibility for it.
At a certain level, it feels good to have that one-on-one connection with another person
but as a business grows, as we often see in the technology sector, it becomes less and
less practical. Corporations allow for a company to grow faster, as profit that is
reinvested into the company allows for the growth to be accelerated. These profits are
taxed at a much lower rate than profit an individual would earn.
In Ontario, the business tax rate is 15.5% and the personal tax rate is 47%.
Interestingly, Ontario’s corporate income tax is lower than that in the US. Also, with the
corporate structure, technology companies can often access research and development
tax credits.
The corporate structure also makes raising capital easier by clearly indicating what is
part of the business and what is your personal property. Indicating what is and isn’t part
of the business can also help protect you from liability if the business fails.
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