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Firms’ Optimal Choice of Capital
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The TCJA had Heterogeneous Effects on τ and Γ
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Corporate Income Tax Revenue and Investment Around the TCJA
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Short-Run Investment by Domestic Firms
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Synthetic Control Evidence for Global Investment Effects

Actual Experiment Placebo with Canadian Firms
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Magnitude: roughly +17% increase in global investment by US firms

Source: CSZZ (2024)



Forecast-Based Evidence for Global Investment Effects

Magnitude: averaged over
2018–2019, global investment
increases by ≈ 14% above the
forecast path.

Source: Furno (2023)



Average Short-Run Effects on C-corporation Wages

KDLM (2023) compare C corps. to S corps. =⇒ relative wages increase by ≈ $700.



Effects on Stock Price for High- v. Low-Exposure Firms in Policy DebateFigure 11: Cumulative Stock Returns Before TCJA Passage
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Notes: This figure uses stock price data from CRSP to plot the difference between mean market cap-weighted
cumulative returns since Election Day 2016 for firms in the top and bottom quintile of predicted investment.
The figure also notes the timing of events affecting the probability of tax reform passage or the generosity of its
provisions, as described in Appendix F. Dates from September 1, 2017 until bill passage are rescaled to four times
their normal size on the x-axis to make events occurring during the legislative session easier to see.

value of dividends immediately after the tax change. This exercise yields a coefficient of 0.61

for domestic-only firms and 0.52 for multinational firms.52 The difference may reflect a combi-

nation of uncertainty over the persistence of the reform as well as the implementation details,

many of which were left to the IRS and Treasury to specify. Nevertheless, the results present

another independent validation of our empirical strategy identifying the impact of the reform

on corporate behavior. They also affirm the value of using asset prices to assess corporate tax

policy changes (Summers, 1981).

52The smaller instantaneous than long-run response reflects the required increase in investment in the short
run. Additionally, the theory’s predictions concern the unlevered value of the firm. Adjusting our estimates for
leverage modestly widens the gap between the data and theory, but does not affect our qualitative conclusion.
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Model-Based Evidence for Long-Run Investment Effects (CSZZ)
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Magnitude: roughly +7% domestic corp. capital.



Model-Based Evidence for Long-Run Revenue Effects (CSZZ)
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Fingers Crossed for an Informed Policy Debate

• Many provisions of the TCJA will change or expire.

• The fiscal position of the US is worse than in 2017.

• Which provisions had the highest bang for the fiscal buck?

1. Accelerated depreciation provide significant bang for the fiscal buck.

2. Tax cuts to pass-throughs are especially unattractive.

3. Reforming the international provisions (e.g. FDII or GILTI) would likely result in
more domestic investment.

4. More in the paper!


