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Abstract:

This study aimed to explain the process of negotiation with tax auditors and develop a conceptual model integrating the
causal conditions, contextual and intervening factors, strategies, and consequences associated with achieving tax
agreements. This qualitative study employed Strauss and Corbin’s systematic grounded theory approach. The research
population comprised professionals and individuals with direct experience of interacting with tax auditors. Thirteen
participants were recruited through purposive sampling in 2025, with data collection continuing until theoretical saturation
was reached. Data were obtained through semi-structured interviews, recorded, transcribed, and analyzed in MAXQDA.
Constant comparison and open, axial, and selective coding were applied, producing 1,984 initial codes. Maximum variation
sampling, repeated code review, documentation of analytical decisions, and intercoder agreement assessment were used to
enhance the credibility and dependability of the findings. Tax negotiation emerged as an interactive, multilevel process
shaped by institutional, behavioral, professional, and environmental factors. Auditor independence and impartiality,
professional knowledge and experience, compliance with tax regulations, organizational size and power, case complexity,
and economic conditions constituted the principal causal conditions. Taxpayer knowledge, attitudes, and analytical capacity,
clearly defined authority, accountability, continuous supervision, and information technology provided the context for
effective negotiation. Specialized management, tax consultation, organizational support, flexibility, teamwork, and
institutional capacity moderated the influence of these conditions. Planned negotiation strategies, audit-risk management,
appropriate resource allocation, taxpayer education, and constructive interaction facilitated mutually beneficial agreements.
The resulting conceptual model linked these strategies to reduced auditor—taxpayer tension, shorter audit duration, lower
tax risks and administrative costs, greater public trust, improved access to information, and enhanced tax-system efficiency.
Sustainable tax agreements depend on the coordinated development of auditors’ professional competence, taxpayers’
awareness, institutional capacity, procedural transparency, and collaborative negotiation strategies; accordingly, trust-based
and systematically planned interactions can reduce disputes and improve the efficiency of the tax system.
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Extended Abstract

Introduction

Taxation is a principal mechanism through which governments finance public services, redistribute resources, regulate
economic activities, and pursue developmental objectives. Nevertheless, the effectiveness of a tax system depends not only
on statutory provisions and tax rates but also on the quality of tax administration, auditing procedures, taxpayer cooperation,
and dispute-resolution mechanisms. Tax audits frequently involve disagreements concerning the interpretation of
regulations, the recognition of taxable income, the acceptability of expenses, eligibility for exemptions, and the magnitude
of proposed adjustments. Negotiation therefore constitutes a central mechanism through which tax auditors and taxpayers
exchange information, defend their positions, manage disagreements, and attempt to reach an acceptable tax settlement.
Negotiation is a dynamic process shaped by the interests, perceptions, communication patterns, and relative power of the
participating parties (Brett & Thompson, 2016).

The auditing literature indicates that professional conclusions are not always produced through the mechanical application
of rules. Instead, final decisions frequently emerge from discussions, persuasion, evidence exchange, and reciprocal
modification of initial positions (Beattie et al., 2000). Auditors’ judgments may be influenced by professional experience,
organizational rank, risk assessments, incentives, and information-processing patterns (Libby et al., 2002; Trotman et al.,
2009). Negotiation experience can improve auditors’ ability to evaluate disputed issues, recognize the opposing party’s
strategy, and select an appropriate response (Brown & Johnstone, 2009; Fu et al., 2011). Tax expertise is likewise important
because it may strengthen auditors’ capacity to identify aggressive tax behavior and evaluate complex transactions (DeFond
et al., 2025). However, professional judgments may also be affected by individual, organizational, and environmental biases,
emphasizing the importance of independence, accountability, and procedural controls (Ebrahimi et al., 2021).

Auditors may enter negotiations with a competitive, fixed-position strategy or adopt a flexible and problem-solving
approach. Their strategy selection is influenced by the flexibility of the initial accounting position, the relationship between
the parties, the complexity of the issue, and perceived client behavior (Gibbins et al., 2010). Cooperative social motives
facilitate information exchange and integrative solutions, whereas exclusively competitive motives may intensify conflict and
restrict the identification of mutually acceptable alternatives (De Dreu et al., 2000). The effectiveness of negotiation also
depends on persuasion tactics and the organization of disputed matters. Evidence-based explanations and rational appeals
may be more effective than coercive pressure (Gibbins et al., 2011; Perreault & Kida, 2011), while simultaneous and
sequential strategies can produce different outcomes depending on the structure of the disputed issues (Perreault et al.,
2017). Social characteristics and negotiation styles may also affect auditors’ proposed adjustments, raising concerns about
the possible influence of implicit biases (Hamrick et al., 2023).

Trust is particularly important in tax negotiations. The slippery-slope framework proposes that legitimate authority
promotes enforced compliance, whereas trust in tax authorities supports voluntary and sustainable compliance (Kirchler et
al., 2008). Trust can facilitate concessionary behavior and reduce uncertainty regarding the intentions of the other party
(Eberhartinger et al., 2022). Conversely, negative experiences involving security, fairness, or responsiveness may weaken
trust and compliance (Farrar et al., 2020). Taxpayer attitudes toward fairness, governmental performance, social norms, and

self-assessment similarly influence tax-payment behavior (Besharati et al., 2024).
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Negotiations are also shaped by institutional resources, organizational capacity, and power asymmetries. The availability
of personnel, time, information, and analytical resources affects the scope and outcomes of corporate tax audits (Nessa et
al., 2020). Game-theoretical evidence suggests that the strategies adopted by taxpayers and governmental authorities are
mutually dependent (Hosseini & Dadashi, 2021), while inadequate oversight may create opportunities for collusion or
opportunistic behavior (Salimian & Sobhanian, 2024). Moreover, negotiated tax arrangements may generate concerns about
transparency and equal treatment when powerful taxpayers obtain preferential outcomes (Markle & Robinson, 2021). In Iran,
tax disputes are further complicated by regulatory ambiguity, procedural delays, fragmented decision-making, and high
administrative and legal costs (Mousavi & Ebrahimi Kerahrudi, 2018). Clearly specified negotiation procedures may therefore
contribute to more efficient dispute settlement (Shiravi & Kazemi, 2018).

Despite these contributions, existing studies have generally examined isolated determinants or outcomes of negotiation
rather than explaining how causal, contextual, behavioral, and institutional elements interact throughout the tax-negotiation
process. Direct evidence concerning tax auditors’ negotiation strategies remains particularly limited in developing tax systems
(Blaufus et al., 2022). Accordingly, the present study aimed to explain negotiation with tax auditors and develop an integrated
conceptual model of the causal conditions, central phenomenon, contextual and intervening factors, strategies, and
consequences associated with achieving tax agreements in Iran.

Methods and Materials

This qualitative study employed a systematic grounded theory design to develop a process-oriented conceptual model of
negotiation with tax auditors. The research population consisted of professionals with direct experience in interactions
involving taxpayers and tax auditors. Thirteen participants were selected through purposive sampling with maximum
variation. The sample included three university professors in accounting, three tax auditors, two university instructors, and
five tax experts. Recruitment and data collection continued until theoretical saturation was achieved.

Data were collected in 2025 through semi-structured interviews. The interview protocol addressed participants’
experiences and perceptions concerning the causal conditions of tax negotiation, the central phenomenon, contextual
conditions, intervening factors, negotiation strategies, and consequences of tax agreements. Interviews were recorded with
participants’ permission, transcribed accurately, reviewed for completeness, and imported into MAXQDA for organization
and analysis.

Data analysis was conducted through constant comparison and three interconnected coding stages. During open coding,
the interview transcripts were divided into meaningful units and initial concepts were identified. This procedure generated
1,984 initial codes from the 13 interview files. During axial coding, conceptually related codes were grouped into categories
corresponding to the components of the paradigmatic model. Selective coding subsequently integrated the categories around
tax negotiation as the central process and specified the relationships among causal conditions, contextual and intervening
factors, strategies, and consequences.

Credibility and dependability were strengthened through maximum-variation sampling, continuous comparison across
interviews, repeated review and refinement of codes, and systematic documentation of analytical decisions. Two
independently coded documents were assessed to examine coding consistency. Cohen’s kappa was .812, with a significance
level below .001, indicating strong agreement and satisfactory coding reliability.

Findings
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The analysis indicated that negotiation with tax auditors is an interactive, multilevel process emerging from the combined
influence of institutional, environmental, organizational, professional, and behavioral factors. The causal conditions included
organizational size and power, auditor neutrality and independence, professional knowledge and accuracy, compliance with
tax regulations, professional reputation and experience, case complexity, economic structure, governmental support policies,
political conditions, geographical location, and auditors’ welfare and motivational conditions. Organizational size and power,
auditor independence, professional knowledge, regulatory compliance, professional history, case complexity, and tax
regulations were identified in all interviews.

The central phenomenon consisted of the principal processes underlying taxpayer—tax authority interaction. These
included reforming the tax structure, improving tax discipline and acceptance, maintaining reporting continuity, determining
incentives and exemptions, promoting taxpayer satisfaction, strengthening legal compliance, increasing taxpayer
responsibility, and enhancing social accountability. Determination of incentives and exemptions, taxpayer satisfaction, legal
compliance by taxpayers and auditors, taxpayer responsibility, and social accountability appeared across all interviews.

Contextual conditions included accountability, clearly defined authority, taxpayer knowledge and analytical ability,
taxpayer attitudes and personality, information technology, supervisory systems, electronic documentation, internal
controls, reporting requirements, and continuous monitoring of tax auditors. Accountability, clarity of authority, taxpayer
knowledge, and taxpayer attitudes were present in every interview. Information technology, continuous monitoring, and
audit committees were also repeatedly emphasized as foundations for transparent and effective negotiations.

Intervening factors comprised competent management, tax consultation and education, professional confidentiality,
discipline, flexibility and learning, financial support, teamwork among auditors, tax capacity, taxpayer attitudes, availability
of tax experts, merit-based auditor selection, and reduced political pressure. Competent management, discipline, flexibility,
financial support, teamwork, institutional tax capacity, taxpayer attitudes, and the presence of tax experts were identified in
all interviews. These factors strengthened or weakened the effects of the causal and contextual conditions on negotiation.

The principal strategies included selecting an appropriate negotiation approach, allocating resources, managing revenue,
identifying tax-avoidance threats, managing audit risk, improving professional skills, educating taxpayers, promoting an
organizational tax culture, establishing appropriate audit schedules, and developing constructive interaction. Appropriate
strategy selection, resource allocation and revenue management, identification of tax-avoidance challenges, and audit-risk
management were reported in all interviews.

The consequences included regulatory reform, improved public trust, faster access to information, reduced tension
between taxpayers and auditors, lower tax risk, improved returns, shorter audit duration, reduced audit costs, lower financial
corruption, support for investment, and stronger cooperation between the public and private sectors. The resulting model
demonstrated that these outcomes were generated by the interaction of multiple conditions and strategies rather than by
any single determinant.

Discussion and Conclusion

The findings demonstrate that successful tax negotiation depends on the coordinated operation of professional
competence, procedural fairness, taxpayer awareness, institutional capacity, and strategic interaction. Auditor knowledge

and experience improve the quality of evidence evaluation, but their effectiveness depends on independence, accountability,
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and protection from inappropriate pressures. Similarly, taxpayer awareness facilitates meaningful participation, although
constructive participation requires clear procedures and access to reliable information.

Trust emerged as both a prerequisite and an outcome of effective negotiation. Initial trust encourages information
exchange and reasonable concessions, whereas a transparent and respectful negotiation reinforces subsequent confidence
in tax authorities. The relationship is therefore cyclical: fair procedures build trust, and trust facilitates future compliance and
cooperation. The model also indicates that flexibility should not be interpreted as departure from the law. Rather,
professional flexibility involves revising an initial position when credible evidence is presented and identifying lawful
alternatives that protect governmental revenue while reducing unnecessary conflict.

Technology and electronic documentation can improve transparency, access to information, and risk assessment, but they
cannot replace competent personnel, professional judgment, or organizational support. Effective implementation requires
integrated databases, trained auditors, explicit authority, and reliable supervisory mechanisms. Moreover, negotiation
strategies should be adapted to case complexity, the number of disputed issues, taxpayer characteristics, and audit risk
instead of being applied uniformly.

Overall, negotiation with tax auditors should be understood as a structured institutional process rather than an informal
bargaining event. Sustainable tax agreements are most likely when technically competent and impartial auditors interact with
informed taxpayers within a transparent, well-resourced, and accountable administrative framework. The proposed
grounded theory model integrates the antecedents, context, interventions, strategies, and multilevel consequences of this
process. It consequently provides a practical foundation for improving auditor training, taxpayer education, procedural

design, risk management, dispute resolution, and the broader efficiency and legitimacy of the Iranian tax system.
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