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Abstract 

Businesses, like individuals, generally do not like paying taxes. There are many possible ways through which they can lower their tax burden. These 
efforts result in outcomes ranging from perfectly legal tax mitigation to undoubtedly illegal tax evasion. Between these two poles lies a vast grey area 
of tax avoidance, with different degrees of aggressiveness within. The most economically sizable phenomenon is aggressive tax avoidance, defined as 
the outcome of those corporate practices that comply with the letter of the law while undermining its underlying policy rationale. The past decade has 
seen many regulatory reforms that have aimed to create constraints on such aggressive tax behavior, yet they have often still left opportunities to 
circumvent rules or to comply with their letter only. As a result, aggressive tax avoidance has remained a prevalent and economically significant 
phenomenon, continuing to extract public resources. Therefore, although formal tax regulation aimed directly at the corporate taxpayers is necessary, it 
is unlikely to be sufficient on its own. 

Against this backdrop, the dissertation advances insights into complementary mechanisms through which aggressive corporate tax avoidance could be 
further constrained: stimulating tax advisors’ ethical sensitivity (studies 1 and 2), leveraging reputational pressure to discipline corporate taxpayers 
(studies 3 and 4), and using reputational pressure as an extrinsically motivated form of self-regulation in the tax advisory industry (study 5). 

In Study 1, we examine the impact of pre-professional tax education on students’ ethical sensitivity to aggressive tax avoidance. A quasi-experiment 
involving Flemish tax and non-tax students shows that tax education need not erode ethical sensitivity, while also identifying scope for improvement 
and providing actionable insights for tax instructors. Study 2 investigates ethical sensitivity at the next stage of professional development; specifically, 
as young tax professionals enter the workforce and become socialized into their new role and organization. Based on quantitative questionnaire data 
from 167 early-career tax professionals, the study finds an unexpected negative relationship between perceived overall ethical climate and ethical 
sensitivity, driven primarily by respondents employed at Big Four firms. This finding could be explained by the co-existence of a divergence between the 
overall ethical climate communicated firmwide and the local tax-planning norms set at the team level in Big Four firms, with the former serving as an 
ethical heuristic that legitimizes the latter. Study 3 extends the literature on reputational costs into the labor market. An experiment with 439 final-year 
students shows that legality is a key reference point for job seekers. Yet, while tax avoidance is generally not as detrimental as tax evasion, it can still 
pose risks to recruitment success. Study 4, in turn, starts off from prior literature showing that firms tend to cope with the reputational risks of tax 
transparency mandates by increasing their CSR engagement, and thus without forgoing tax savings. This study examines whether, and under which 
conditions, such a strategy can mitigate reputational fallout from tax aggressiveness allegations. A mixed-methods approach combining an experiment 
involving 248 U.S. participants with an additional archival and survey analysis nuances the effectiveness of tax transparency mandates by showing that 
firms can indeed mitigate damage and maximize reputational outcomes through strategic choices regarding issue congruence and timing. Finally, study 
5 combines the logic of self-regulation within the tax advisory industry and reputational pressure, using the 2014 LuxLeaks as a natural experiment. The 
findings reveal reputational costs at the level of the Big Four as a group, even for firms not directly implicated, suggesting that transparency mandates 
could usefully be extended to tax advisory relationships.. 

Overall, the dissertation provides theoretical as well as practical implications for corporate taxpayers, advisory firms, and policymakers.   
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