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This paper summarises the findings of an extensive research 
project that sought to determine stakeholder expectations 
and investor behaviour regarding companies’ corporation tax 
practices in the UK1. The interdisciplinary study combined  
both qualitative and quantitative approaches. 

Key findings from the qualitative part of the study with 
business decision-makers and industry representatives  
(‘the business community’), non-governmental organisations  
(NGOs) and consumer bodies (‘the public bodies’), include 
general agreement that the UK tax system is fair, but 
disagreement about whether large companies are paying an 
appropriate amount of tax and contribute enough to society. 
Respondents believe that the international tax system introduces 
complexity and may distort competition, and comment that 
there is not a level playing field between large UK companies  
and multinationals domiciled elsewhere. 

Interestingly, while respondents across stakeholder groups  
feel strongly that government and politicians are mainly 
responsible for issues of fairness regarding tax, most respondents 
also suggest that more communication and transparency 
will improve company–stakeholder relationships and the 
reputations of firms. However, the business community and the 
public body views differ in terms of who they think companies 
should communicate with and on what issues, and the media 
is viewed with scepticism from all involved parties, albeit for 
different reasons. While the business community looks towards 
government and policy makers as communication partners, 
viewing the public as recipients of information in need of 
education, NGOs and consumer bodies hope there will be a 
multi-stakeholder debate on corporate tax including a process 
of listening and informing by businesses, resulting in credible, 
simple and transparent communication, distributed  
by companies but verified by independent bodies. 

For companies concerned about the effects of corporate tax  
on reputation and stakeholder relationships, this report outlines 
a process that includes internal and external dialogue to 
encourage tax strategies that are values congruent, stakeholder 
relevant and evidence based. 

Key findings from the quantitative part of the study with 
investors as stakeholders highlight that typical effective 
corporation tax rates in the UK have been at comparable levels  
to those in the US despite the statutory rates in the former 
having been lower and falling. Total (current plus deferred) 
corporation tax rates remained close to statutory levels 
throughout the period investigated. Therefore, it can be argued 
that historically, the widespread populist view of mass tax 
avoidance among UK firms cannot be substantiated. We find no 
discernible link between tax rates and stock returns for the UK, 
no matter how tax payment/tax avoidance is measured. This is 
true throughout the sample period and for both customer-facing 
and non-customer-facing companies. However, companies  
with lower effective tax rates have significantly higher levels  
of stock market risk. Firms that are reported in the newspapers 
in a negative way in relation to their level of corporation tax 
payment experience very small negative stock returns, which 
are fully reversed within a month. News announcements of the 
involvement of a firm in a potentially unacceptable tax-related 
activity, according to the authorities, result in steeper and much 
longer-lasting falls in share prices.



Combining and interpreting the insights from the qualitative 
and quantitative parts suggests an opportunity for better 
engagement and communication: while stakeholders presume 
that aggressive tax practices are at play, the quantitative evidence 
shows otherwise. However the results indicate that companies 
need to appreciate that communication is not only about telling 
your story – it is also about listening and responding to issues 
that matter to stakeholders, following the example approach 
we suggest in the process framework of this study. Furthermore, 
firms often view communication as linear, direct and company-
centric – essentially they often see themselves at the centre of 
their universe. Instead, they could see their role as facilitators of 
conversations between groups, i.e. while NGOs may be cynical 
of company communication, they are keen to hear from industry 
bodies, consumer groups and academics and, if companies could 
bring these groups together to discuss independent findings, that 
would benefit all participants. In essence, while communication 
and transparency are important, companies need to think 
carefully about WHO is the communicator, WHAT is the message, 
and what is the PURPOSE of the message. Stakeholders are more 
likely to build trust if there are genuine opportunities to engage 
with multiple stakeholders and the purpose of the dialogue is 
well intentioned and not controlled by the firm. Companies could 
think in a less constrained way about communication, listening 
and facilitating the voices of other players who are trusted  
by multiple groups.
1 A full version of the report is available from www.henley.ac.uk/jmcr


