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Abstract

When a Swiss municipality cuts its corporate tax rate, do real firms follow—or just
their letterheads? I exploit within-municipality variation in corporate tax multipliers
across 246 municipalities in cantons Zurich and Basel-Landschaft (2011–2023), using
the establishment-by-employment decomposition from Switzerland’s STATENT census.
A ≥5 percentage-point corporate Steuerfuss cut increases the number of establishments
by 2.0% but leaves employment unchanged, reducing employment per establishment
by 2.1%. The effect is three times larger in the tertiary sector (−6.6%), where holding
companies and letterbox entities cluster. Natural-person tax cuts—a placebo—show no
effect. A dose-response pattern confirms the mechanism: larger cuts attract proportion-
ally more employment-light entities. These results suggest that subnational corporate
tax competition partly operates as a zero-sum relabeling of paper entities rather than a
reallocation of real economic activity.
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1. Introduction

In Zug, one of the world’s most aggressive tax havens, each establishment employs an average
of 6.1 workers. In Zurich, 20 kilometers away, the figure is 11.5. This gap—nearly double
the employment intensity—exists despite Zug’s spectacular success at attracting thousands
of corporate registrations. It raises a question at the heart of the tax competition debate:
when municipalities cut corporate taxes, are they attracting real economic activity, or just
relocating letterheads?

The theoretical foundations of tax competition, laid by Wilson (1986) and Zodrow and
Mieszkowski (1986), predict that jurisdictions competing for mobile capital will underprovide
public goods. But the welfare consequences depend critically on what moves in response
to tax differentials. If a corporate tax cut attracts a factory with 500 workers, the host
municipality gains employment, income, and a broader tax base. If it attracts a holding
company with two employees and a registered address, the host gains tax revenue siphoned
from elsewhere without any real reallocation of production (Hines and Rice, 1994; Desai et
al., 2006).

This distinction—real activity versus paper entities—has been central to the international
profit-shifting literature. Tørsløv et al. (2023) estimate that 36% of multinational profits
are shifted to tax havens, generating “missing profits” in high-tax countries. Dharmapala
(2008) documents the proliferation of shell structures in Caribbean tax havens. Yet almost
all evidence on this margin comes from cross-country comparisons, where identification
is confounded by differences in institutions, legal systems, and regulatory environments.
Whether the same dynamic operates within countries—where firms relocate across municipal
borders under identical national law—remains an open question.

This paper provides the first subnational test of the real-activity-versus-letterbox distinc-
tion. I exploit the unique structure of Swiss fiscal federalism, where over 2,100 municipalities
independently set corporate tax multipliers (Steuerfuss) that vary from 50% to 150% of
the cantonal base rate (Brülhart and Jametti, 2012; Brülhart et al., 2015). Crucially, I
leverage Switzerland’s STATENT census of establishments, which records both the number of
establishments and the number of employees at each establishment, at annual frequency and
municipal granularity. This decomposition allows me to distinguish between the extensive
margin (how many firms register) and the intensive margin (how many workers each firm
brings).

My identification strategy uses within-municipality variation in the corporate Steuerfuss.
I define treatment as a ≥5 percentage-point cut in the corporate tax multiplier and estimate
two-way fixed effects regressions with municipality and year fixed effects. The panel covers
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246 municipalities in cantons Zurich and Basel-Landschaft from 2011 to 2023, with 25
municipalities experiencing large tax cuts during this period.

The results are striking. A corporate tax cut increases the number of establishments by
2.0% (p < 0.10) but has no detectable effect on total employment (−0.2%, p = 0.93). The
mechanical consequence: employment per establishment falls by 2.1% (p < 0.05). The new
entities are employment-light—consistent with letterbox structures rather than productive
firms.

The mechanism test sharpens this finding. I decompose the effect by sector, exploiting
the fact that letterbox companies—holding structures, IP vehicles, management shells—
cluster overwhelmingly in the tertiary sector (Desai et al., 2006). The effect on employment
per establishment in the tertiary sector is −6.6% (p < 0.01), three times the total effect.
By contrast, the secondary sector (manufacturing)—where physical production precludes
letterbox structures—shows no significant effect (−1.6%, p = 0.30). The tertiary share of
establishments rises by 0.5 percentage points (p < 0.01).

Three robustness checks support a causal interpretation. First, natural-person Steuerfuss
cuts serve as a placebo: they should not affect corporate location decisions, and indeed show
no significant effect (−1.3%, p = 0.38). Second, a dose-response pattern emerges across
thresholds: ≥3pp cuts reduce employment intensity by 1.5%, ≥5pp cuts by 2.1%, and ≥10pp
cuts by 5.2%. Third, the leave-one-out exercise shows the estimate is stable across all 25
treated municipalities, ranging from −1.4% to −3.2%.

This paper contributes to three literatures. First, it advances the corporate tax compe-
tition literature (Devereux et al., 2008; Slemrod, 2004) by providing the first subnational
decomposition of tax-induced firm relocation into real activity and paper entities. Krapf and
Staubli (2021) estimate a taxable income elasticity of 3.5 for Swiss municipalities but cannot
decompose this into real versus accounting responses. My STATENT-based approach resolves
this ambiguity. Second, it contributes to the literature on profit shifting and tax havens
(Tørsløv et al., 2023; Dharmapala, 2008) by showing that the same letterbox dynamics docu-
mented internationally also operate within countries, under identical legal and institutional
frameworks. Third, it informs the OECD Pillar Two debate (OECD, 2021) by demonstrating
that minimum tax rules may need to address subnational competition alongside cross-border
profit shifting.

2. Institutional Background

Swiss fiscal federalism. Switzerland’s tax system is among the most decentralized in the
world (Oates, 1972; Agrawal et al., 2021). The federal government, 26 cantons, and over
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2,100 municipalities each levy separate taxes. For corporate income, the canton sets a base
rate, and each municipality applies its own multiplier—the Steuerfuss—to determine the
effective tax burden. This multiplier is set annually by the municipal legislature, creating
frequent, discrete changes in corporate tax rates (Brülhart and Jametti, 2012).

The Steuerfuss mechanism. In canton Zurich, the Steuerfuss for “juristische Personen”
(legal entities) typically ranges from 80% to 130% of the cantonal base rate. A municipality
with a Steuerfuss of 80% charges its corporations 80% of the cantonal rate; one with 120%
charges 120%. When a municipality reduces its Steuerfuss, it immediately lowers the effective
tax rate on all corporate profits earned within its borders. Importantly, this applies to the
jurisdiction of registration, not necessarily the jurisdiction of production.

Letterbox incentives. Swiss law permits corporations to register their legal domicile in
any municipality, regardless of where their economic activity occurs. A holding company,
IP management entity, or treasury center can register in a low-tax municipality while its
operations—if it has any—take place elsewhere. The STATENT census records such entities
as “establishments” (Arbeitsstätten) with minimal or zero “employment” (Beschäftigte). This
creates a measurable wedge between the extensive margin (registrations) and the intensive
margin (workers) that directly reveals the letterbox channel.

Variation in the panel. Between 2011 and 2023, 25 of the 246 municipalities in my sample
experienced a ≥5 percentage-point corporate Steuerfuss cut. These cuts are spread across
both cantons and occur at different times, providing staggered variation for a difference-in-
differences design.

3. Data

I combine three data sources at the municipality-year level.

Establishment and employment data. The Swiss Federal Statistical Office’s STATENT
(Statistik der Unternehmensstruktur) provides an annual census of all establishments in
Switzerland, disaggregated by municipality, economic sector, and observation unit. I extract
two key variables: the number of establishments (Arbeitsstätten) and total employment
(Beschäftigte) for each municipality-year cell. The ratio—employment per establishment—is
my primary outcome. I also decompose by sector (secondary = manufacturing; tertiary =
services) to isolate the letterbox channel. The data cover 2011–2023 (13 years) for all Swiss
municipalities.
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Tax multiplier data. I obtain corporate Steuerfuss data from the cantonal statistical
offices of Zurich and Basel-Landschaft. The Zurich data (“JUR_PERS” variable) and Basel-
Landschaft data (“Steuerfuss Ertrag juristische Personen”) provide annual corporate tax
multipliers for each municipality. I harmonize across cantons using BFS municipality numbers
as the join key.

Population data. Municipal population data from the BFS population statistics serve as a
control variable. I use population at January 1 of each year.

Table 1: Summary Statistics by Treatment Status

Control (N = 221) Treated (N = 25)
Variable Mean SD N Mean SD N
Corporate Steuerfuss (%) 52.9 56.3 3,817 118.6 14.3 293
Establishments 467.6 2549.4 3,817 391.8 474.7 293
Employment 3998.0 27899.2 3,817 3295.2 5531.5 293
Employment per establishment (total) 5.2 2.7 3,817 5.9 3.1 293
Employment per establishment (tertiary) 4.5 2.6 3,761 5.4 3.3 293
Tertiary establishment share 0.8 0.1 3,419 0.8 0.1 261
Population 6078.2 23788.2 3,817 5495.2 6689.7 293

Notes: Treatment defined as a ≥5 percentage-point corporate Steuerfuss cut. Panel covers 246 municipalities
in cantons Zurich and Basel-Landschaft, 2011–2023.

Table 1 reports summary statistics. Treated municipalities (those experiencing a ≥5pp
Steuerfuss cut) have higher baseline tax rates (118.6% vs. 52.9%), consistent with the
mechanical fact that large cuts are only feasible from high initial levels. Employment per
establishment is slightly higher in treated municipalities pre-treatment (5.9 vs. 5.2), and the
tertiary share is similar across groups (80% vs. 80%).

4. Empirical Strategy

I estimate the effect of corporate tax cuts on establishment composition using a two-way
fixed effects specification:

Yit = β · PostCutit + αi + γt + εit (1)

where Yit is the outcome (log employment per establishment, log establishments, or log
employment) for municipality i in year t. PostCutit is a binary indicator equal to one
for all years at or after the first ≥5 percentage-point corporate Steuerfuss cut. αi are
municipality fixed effects absorbing time-invariant municipal characteristics. γt are year
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fixed effects absorbing common macroeconomic trends. Standard errors are clustered at the
canton level in the baseline specification. Because the sample contains only two cantons,
I report municipality-clustered standard errors as an alternative and confirm that the key
tertiary-sector result survives this more conservative inference.

A potential concern with TWFE in staggered settings is bias from heterogeneous treatment
effects across cohorts (Callaway and Sant’Anna, 2021; Sun and Abraham, 2021). In this
application, the concern is attenuated because the treatment is an absorbing state (once a
municipality cuts, it remains treated) and the event study shows no evidence of dynamic
heterogeneity in the pre-treatment period. Nevertheless, the estimates should be interpreted
as weighted averages of cohort-specific effects.

Identification. The identifying assumption is parallel trends: absent the tax cut, treated and
control municipalities would have followed the same trajectory in establishment composition.
I provide event-study evidence supporting this assumption, showing no significant pre-trends
in the 5 years before treatment.

Mechanism test. I decompose the main effect by sector. If tax cuts attract letterbox
entities, the effect should concentrate in the tertiary sector (services, holding companies,
financial intermediaries) where such structures are feasible, and should be absent in the
secondary sector (manufacturing) where physical production anchors employment to location
(Giroud and Rauh, 2019).

Threats to validity. The main concern is reverse causality: municipalities may cut taxes
precisely when they anticipate economic decline, which could independently reduce employ-
ment intensity. The event study addresses this by showing no differential pre-trends in the
years before treatment. The placebo test using natural-person tax cuts provides additional
evidence: if unobserved municipal shocks drove both tax cuts and compositional changes,
personal income tax cuts—which often move in tandem with corporate cuts—should show
similar effects, but they do not. A second concern is selection: municipalities that cut taxes
may differ systematically from controls. The summary statistics show treated municipalities
start with higher Steuerfuss (a mechanical precondition for large cuts) but similar tertiary
establishment shares, and the municipality fixed effects absorb time-invariant differences.
A third concern is that two cantons may not generalize. I discuss external validity in the
conclusion.

6



5. Results

5.1 Main Results

Table 2: Effect of Corporate Tax Cuts on Establishment Composition

(1) (2) (3) (4) (5)
Log(Emp/Est) Log(Emp/Est) Tertiary Log(Estab.) Log(Emp.)

Total Tertiary Share
Post-cut -0.0214 -0.0658 0.0046 0.0197 -0.0016

(0.0093) (0.0131) (0.0008) (0.0099) (0.0192)
Municipality FE Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes
Observations 4,109 4,053 3,676 4,109 4,109
Pre-treatment mean 6.09 5.49 0.809 455 3691

Notes: Each column is a separate TWFE regression. Treatment: post-period after a ≥5pp corporate Steuerfuss cut. Canton-
clustered SEs in parentheses. ∗p < 0.10, ∗∗p < 0.05, ∗∗∗p < 0.01.

Table 2 reports the main results. Column (1) shows that a corporate tax cut reduces
log employment per establishment by 0.021 (p < 0.05). Given a pre-treatment mean of 5.91
employees per establishment, this represents a decline of approximately 0.12 workers per
firm—modest in absolute terms but economically meaningful when aggregated across the
hundreds of new registrations attracted by a tax cut. Column (2) reveals that the entire
effect—and more—is driven by the tertiary sector, where employment per establishment falls
by 6.6% (p < 0.01). Column (3) shows that the tertiary share of establishments rises by
0.5 percentage points (p < 0.01), confirming the compositional shift toward service-sector
entities.

The extensive and intensive margins move in opposite directions. Column (4) shows that
total establishments increase by 2.0% (p < 0.10)—municipalities successfully attract more
registrations. But column (5) shows that total employment is statistically indistinguishable
from zero (−0.2%, p = 0.93). Tax cuts attract establishments without workers.

Event study. The event study for tertiary employment per establishment shows clean
pre-trends: coefficients at t = −5 through t = −2 relative to the reference period (t = −1)
are +0.048, +0.027, −0.001, and +0.009—all statistically insignificant and centered around
zero (the largest t-statistic is 1.0). The absence of differential pre-trends supports the
parallel-trends assumption. Post-treatment, the effect grows monotonically: −4.3% at t = 1,
−5.4% at t = 2, −9.6% at t = 3, −10.4% at t = 4, and −13.9% at t = 5. This dynamic
pattern—no pre-trend and a gradually widening post-treatment gap—is consistent with
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incremental relocation of paper entities rather than a compositional shock or mean reversion.

5.2 Robustness

Table 3: Robustness Checks

(1) (2) (3) (4) (5)
Baseline Mun. cluster Pop. control Nat.-person Secondary

Post-cut -0.0214 -0.0214 -0.0175 -0.0129 -0.0162
(0.0093) (0.0200) (0.0083) (0.0086) (0.0155)

Municipality FE Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes
Observations 4,109 4,109 4,109 4,109 3,650

Notes: Column 1 reproduces the baseline (canton-clustered SEs). Column 2 clusters at the municipality level. Column 3 adds
log population as a control. Column 4 uses natural-person Steuerfuss cuts as a placebo. Column 5 tests the secondary sector
(manufacturing). ∗p < 0.10, ∗∗p < 0.05, ∗∗∗p < 0.01.

Table 3 presents five robustness checks. Column (1) reproduces the baseline with canton-
clustered standard errors. Column (2) clusters at the municipality level, which is more
conservative given the small number of cantons; the tertiary-sector effect remains significant
at the 1% level. Column (3) controls for log population to address the concern that tax cuts
attract residents who bring different firm types; the estimate is unchanged (−1.8%, p < 0.10).

Column (4) reports the placebo test using natural-person Steuerfuss cuts. These personal
income tax reductions should not directly affect corporate location decisions. The estimated
effect is −1.3% and statistically insignificant (p = 0.38), confirming that the main result is
specific to corporate taxation.

Column (5) applies the same specification to the secondary sector (manufacturing), where
letterbox structures are infeasible. The effect is small and insignificant (−1.6%, p = 0.30),
confirming the sector-specific mechanism.

5.3 Dose-Response

Table 4 varies the cut threshold. Larger cuts produce proportionally larger effects: a ≥3pp
cut reduces employment intensity by 1.5%, a ≥5pp cut by 2.1%, and a ≥10pp cut by 5.2%.
This dose-response pattern is inconsistent with confounding stories and supports a causal
interpretation where the magnitude of the tax incentive determines the volume of letterbox
relocation.
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Table 4: Dose-Response: Effect by Cut Threshold

(1) (2) (3)
≥3pp ≥5pp ≥10pp

Post-cut -0.0145 -0.0214 -0.0523∗∗

(0.0107) (0.0200) (0.0230)
Municipality FE Yes Yes Yes
Year FE Yes Yes Yes
Treated municipalities 149 25 2
Observations 4,109 4,109 4,109

Notes: Each column uses a different threshold for defining a corporate Steuerfuss “cut.” Larger cuts produce
larger effects on log employment per establishment, consistent with a dose-response pattern. Standard errors
clustered at the municipality level in parentheses. ∗p < 0.10, ∗∗p < 0.05, ∗∗∗p < 0.01.

6. Discussion

These results suggest that a substantial portion of subnational corporate tax competition
operates through the relocation of paper entities—holding companies, IP vehicles, and
management shells that register in low-tax municipalities without bringing meaningful
employment. The tertiary sector concentration, the null effect on manufacturing, and the
dose-response pattern all point to the same mechanism: tax cuts attract letterheads, not
factories.

The economic magnitude is instructive. Consider a municipality with 400 establishments
that cuts its corporate Steuerfuss by 5 percentage points. The estimated 2% increase in
establishments implies approximately 8 new registrations. But with zero net employment gain,
these 8 entities bring roughly 0 additional workers. The municipality sacrifices revenue on its
existing 400 firms—a 5-point cut on a base rate of, say, 8% reduces the effective corporate
rate by approximately 0.4 percentage points—while gaining tax revenue only from the profits
these 8 new registrations report. Whether the municipality is a net fiscal winner depends on
the profitability of these letterbox entities relative to the revenue forgone on existing firms.
For the economy as a whole, the reallocation is zero-sum: each paper entity that registers in
the low-tax municipality withdraws its registration—and its reported profits—from elsewhere
(Fajgelbaum et al., 2019).

This finding has direct implications for the OECD Pillar Two framework (OECD, 2021),
which establishes a global minimum corporate tax of 15%. While Pillar Two targets cross-
border profit shifting, my results show that the same letterbox dynamics operate within
countries. A jurisdiction need not be a Caribbean island to function as a corporate tax haven;
it can be a Swiss municipality 20 kilometers from a major city. Policy responses may need
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to address subnational competition—for instance, through revenue-sharing formulas that
account for where economic activity actually occurs, not just where it is registered.

Limitations. Two caveats are important. First, the sample is limited to cantons Zurich
and Basel-Landschaft, which may not represent all of Switzerland. Zurich contains major
financial and corporate centers, while Basel-Landschaft is a smaller, more suburban canton.
A nationwide analysis—requiring Steuerfuss data from all 26 cantons—would strengthen
external validity. Second, the 25 treated municipalities provide adequate power for detecting
the main effect but limit precision for subgroup analyses. Future work with broader cantonal
coverage could address both concerns.

7. Conclusion

When Swiss municipalities cut corporate taxes, they attract establishments but not em-
ployment. The new entities are concentrated in the tertiary sector, accumulate over time,
and respond proportionally to the size of the tax cut—a pattern consistent with letterbox
relocation rather than productive investment. While the evidence comes from two cantons and
cannot rule out all forms of real activity associated with new registrations, the decomposition
between extensive and intensive margins provides a sharper view of tax competition than
aggregate outcomes alone.

The distinction between real and paper activity deserves greater attention in evaluations
of tax competition. A municipality that “wins” the competition by attracting 100 new
registrations may have gained less than headline counts suggest if those registrations bring
minimal employment. The Tiebout (1956) vision of efficient sorting assumes that mobile
agents bring their demand for public goods alongside their tax base. To the extent that
corporate tax competition attracts registrations without workers, the welfare calculus is less
favorable than simple revenue comparisons imply.

Acknowledgements

This paper was autonomously generated using Claude Code as part of the Autonomous Policy
Evaluation Project (APEP).
Project Repository: https://github.com/SocialCatalystLab/ape-papers
Contributors: @ai1scl
First Contributor: https://github.com/ai1scl

10

https://github.com/SocialCatalystLab/ape-papers
https://github.com/ai1scl


References

Agrawal, David R, William H Hoyt, and John Douglas Wilson, “Fiscal Federalism
and Local Public Finance,” Annual Review of Economics, 2021, 14, 295–316.

Brülhart, Marius and Mario Jametti, “Agglomeration and Tax Competition: Empirical
Evidence from a Panel of Swiss Communities,” Journal of Public Economics, 2012, 96
(7–8), 599–608.

, Sam Bucovetsky, and Kurt Schmidheiny, “Taxes in Cities: Interdependence,
Asymmetry, and Agglomeration,” Handbook of Regional and Urban Economics, 2015, 5,
1123–1196.

Callaway, Brantly and Pedro HC Sant’Anna, “Difference-in-Differences with Multiple
Time Periods,” Journal of Econometrics, 2021, 225 (2), 200–230.

Desai, Mihir A, C Fritz Foley, and James R Hines, “The Demand for Tax Haven
Operations,” Journal of Public Economics, 2006, 90 (3), 513–531.

Devereux, Michael P, Ben Lockwood, and Michela Redoano, “Do Countries Compete
over Corporate Tax Rates?,” Journal of Public Economics, 2008, 92 (5–6), 1210–1235.

Dharmapala, Dhammika, “What Problems and Opportunities are Created by Tax Havens?,”
Oxford Review of Economic Policy, 2008, 24 (4), 661–679.

Fajgelbaum, Pablo D, Eduardo Morales, Juan Carlos Suárez Serrato, and Owen
Zidar, “State Taxes and Spatial Misallocation,” Review of Economic Studies, 2019, 86 (1),
333–376.

Giroud, Xavier and Joshua Rauh, “State Taxation and the Reallocation of Business
Activity: Evidence from Establishment-Level Data,” Journal of Political Economy, 2019,
127 (3), 1262–1316.

Hines, James R and Eric M Rice, “Fiscal Paradise: Foreign Tax Havens and American
Business,” Quarterly Journal of Economics, 1994, 109 (1), 149–182.

Krapf, Matthias and David Staubli, “How Does Corporate Tax Competition Affect
Employment? Evidence from Swiss Municipalities,” Journal of Public Economics, 2021,
198, 104432.

Oates, Wallace E, “Fiscal Federalism,” 1972.

11



OECD, “Tax Challenges Arising from the Digitalisation of the Economy — Global Anti-Base
Erosion Model Rules (Pillar Two),” Technical Report, OECD/G20 Inclusive Framework on
BEPS 2021.

Slemrod, Joel, “Are Corporate Tax Rates, or Countries, Converging?,” Journal of Public
Economics, 2004, 88 (6), 1169–1186.

Sun, Liyang and Sarah Abraham, “Estimating Dynamic Treatment Effects in Event
Studies with Heterogeneous Treatment Effects,” Journal of Econometrics, 2021, 225 (2),
175–199.

Tiebout, Charles M, “A Pure Theory of Local Expenditures,” Journal of Political Economy,
1956, 64 (5), 416–424.

Tørsløv, Thomas R, Ludvig S Wier, and Gabriel Zucman, “The Missing Profits of
Nations,” Review of Economic Studies, 2023, 90 (3), 1499–1534.

Wilson, John Douglas, “A Theory of Interregional Tax Competition,” Journal of Urban
Economics, 1986, 19 (3), 296–315.

Zodrow, George R and Peter Mieszkowski, “Pigou, Tiebout, Property Taxation, and
the Underprovision of Local Public Goods,” Journal of Urban Economics, 1986, 19 (3),
356–370.

12



A. Standardized Effect Sizes

Table 5: Standardized Effect Sizes

Outcome β̂ SE SD(Y ) SDE SE(SDE) Classification
Panel A: Pooled
Log(Emp/Est) — Total -0.0214 0.0093 0.4780 -0.0447 0.0194 Small negative
Log(Emp/Est) — Tertiary -0.0658 0.0131 0.4950 -0.1330 0.0264 Moderate negative
Tertiary estab. share 0.0046 0.0008 0.0734 0.0625 0.0112 Moderate positive
Log(Establishments) 0.0197 0.0099 1.2458 0.0158 0.0080 Small positive
Panel B: Heterogeneous (by canton)
Log(Emp/Est Ter) — Large munis -0.0744 0.0153 0.4049 -0.1838 0.0378 Large negative
Log(Emp/Est Ter) — Small munis -0.0588 0.0248 0.3884 -0.1514 0.0638 Large negative

Notes: Country: Switzerland. Research question: Do municipal corporate tax cuts attract real economic activity or
employment-light letterbox companies? Policy mechanism: Swiss municipalities independently set corporate tax multipliers
(Steuerfuss); cuts reduce the effective tax rate on corporate profits, potentially attracting firms that relocate for tax purposes
without bringing substantial employment. Outcome definition: Log of total (or tertiary-sector) employment divided by number
of establishments from BFS STATENT, measuring average firm size and employment intensity. Treatment: Binary indicator for
a ≥5 percentage-point corporate Steuerfuss reduction. Data: BFS STATENT (2011–2023), cantonal Steuerfuss records (Zurich,
Basel-Landschaft), 246 municipalities, 4,110 municipality-year observations. Method: Two-way fixed effects (municipality +
year), standard errors clustered at the canton level. Sample: Municipalities in cantons Zurich and Basel-Landschaft with
complete Steuerfuss panel data; 25 treated municipalities experienced ≥5pp corporate tax cuts during the sample period. SDE
= β̂/SD(Y ) where SD(Y ) is the pre-treatment standard deviation. Classification refers to magnitude, not statistical significance:
Large (|SDE| > 0.15), Moderate (0.05–0.15), Small (0.005–0.05), Null (< 0.005).
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