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Abstract
Equity capital plays an important and growing role in connecting financial resources to investment opportunities in a highly productive manner. Exchange-listed companies,
IPOs, venture capital and private equity are all complementary investment avenues. Each plays a vital role that allows companies more efficient access to capital for improving
productivity, boosting long-term growth and innovation, and creating better jobs. On this dimension, Canada enjoys an enviable position. Despite these positive factors,
Canada’s ranking compared to that of other major economies on key dimensions of competitiveness and drivers of sustainable economic growth has been declining. In 2009-10,
Canada ranked ninth on the Global Competitiveness Index; in 2018, it had fallen to twelfth place. More worrisome for the future is that Canada’s lacklustre performance in areas
known to be significant contributors to productivity, competitiveness and sustainable growth is pervasive across industries and regions. Although the Canadian financial industry
cannot be held responsible for all the shortcomings in Canada’s performance, there is no escaping that a disconnect seems to exist between the generally favourable assessment
of the effectiveness and strength of the Canadian financial industry and the overall competitiveness of the Canadian economy in the short and long run. One potential
explanation has to do with the median size of exits in Canada, which is almost an order of magnitude smaller than in the United States. Moreover, institutional equity investors
often engage in sales to foreign firms rather than IPOs. One powerful disincentive to exit through public markets is federal government tax policies that discriminate against and
penalize Canadian innovative and high-growth companies that “go public.” In addition to correcting these counterproductive biases, serious consideration should be given to
adopting a tax measure similar to the US Small Business Jobs Act of 2010, which provides for full exemption from federal taxation of capital gains realized on the sale of the
shares of certain small businesses. There is empirical evidence that the exemption has had a significantly positive effect in the US. Serious consideration should also be given to
reducing the capital gains tax on shares issued by qualified SMEs when they list on a Canadian stock exchange and are held by individual investors for a reasonable period of
time, since evidence suggests that capital gains taxes influence the underpricing of IPOs. The adoption of such a tax measure applicable to exits by an IPO or upon listing the
shares on a Canadian stock exchange would help establish a more neutral playground for the choice of exits, which, to a large extent, is the crux of the matter.

Keywords: Financial Services and Regulation; Capital Markets; Corporate Governance

JEL Classification: G32; G28; O16

Suggested Citation

Show Contact Information

75 References

1. Serdar Aldatmaz (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1381965) , Gregory W. Brown
(https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=250945)
Private Equity in the Global Economy: Evidence on Industry Spillovers (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2189707)
UNC Kenan-Flagler Research Paper No. 2013-9, 29th Annual Conference on Financial Economics & Accounting 2018 Pages: 57 Posted: 17 Oct 2018 Last revised: 22 Aug 2019

Download PDF (https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3440995_code1381965.pdf?abstractid=2189707)   Add Paper to My Library

2. Annette Alstadsaeter , Salvador Barrios , Gaétan Nicodème , Agnieszka Maria Skonieczna , Antonio Vezzani
Patent Boxes Design, Patents, Location and Local R&D Posted: 2015

Crossref (https://doi.org/10.1093/epolic/eix021)

3. Stephen M Bainbridge
Corporate Governance and U.S. Capital Market Competitiveness





Download This Paper (Delivery.cfm/SSRN_ID3352123_code1401511.pdf?abstractid=3352123&mirid=1)

Open PDF in Browser (Delivery.cfm/SSRN_ID3352123_code1401511.pdf?abstractid=3352123&mirid=1&type=2)

We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
improve, and personalize our content and your digital experience. For more information, see our Cookie
Policy (https://www.elsevier.com/legal/cookienotice)

Cookie Settings Accept all cookies

https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submissions/CreateNewAbstract.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3352123_code1401511.pdf?abstractid=3352123&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3352123_code1401511.pdf?abstractid=3352123&mirid=1&type=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1565166
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1381965
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=250945
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2189707
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3440995_code1381965.pdf?abstractid=2189707
https://doi.org/10.1093/epolic/eix021
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3352123_code1401511.pdf?abstractid=3352123&mirid=1
https://papers.ssrn.com/sol3/Delivery.cfm/SSRN_ID3352123_code1401511.pdf?abstractid=3352123&mirid=1&type=2
https://www.elsevier.com/legal/cookienotice


SSRN Quick Links

SSRN Rankings

About SSRN

Social Science Research Network. October. Available online at Posted: 2010

4. Canada Bank Of
Minerals and Metal Price Index Posted: 2018

Load more

0 Citations

Fetch Citations

Do you have negative results from your research you’d like to share?

7  Citations

75  References

Related eJournals

View more 

Submit Negative Results (https://www.ssrn.com/index.cfm/en/Negative-Results/)

Paper statistics

DOWNLOADS 185

ABSTRACT VIEWS 948

RANK 294,831

PlumX Metrics

(https://plu.mx/ssrn/a/?
ssrn_id=3352123)

Entrepreneurship & Economics eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=870521)

 Follow 

Entrepreneurship & Finance eJournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=870524)

 Follow 



Feedback 

Submit a Paper  (https://hq.ssrn.com/submissions/CreateNewAbstract.cfm)







https://www.ssrn.com/index.cfm/en/Negative-Results/
https://plu.mx/ssrn/a/?ssrn_id=3352123
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=870521
javascript:void(0);
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=870524
javascript:void(0);
https://hq.ssrn.com/submissions/CreateNewAbstract.cfm


 (https://www.facebook.com/SSRNcommunity/)
 (https://www.linkedin.com/company/493409?

trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3
 (https://twitter.com/SSRN)

(http://www.elsevier.com/)

(http://www.relx.com/)

 (https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true)







Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/)  Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)
Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and
similar technologies. For all open access content, the Creative Commons licensing terms apply.

We use cookies to help provide and enhance our service and tailor content.

To learn more, visit Cookie Settings. 

https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy

