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Abstract:

This study aims to design and validate a conceptual model of Iranian taxpayers’ avoidance behavior based on behavioral economics
theories. The research utilized a mixed-method design. In the qualitative phase, 13 semi-structured expert interviews were conducted and
analyzed using open, axial, and selective coding based on grounded theory. In the quantitative phase, 384 valid responses were collected
through stratified random sampling. Data were analyzed using Confirmatory Factor Analysis (CFA) and Structural Equation Modeling (SEM)
via AMOS. SEM results revealed that five variables—cognitive biases (B = 0.31), perceived tax justice (B = -0.28), institutional trust (B = -
0.26), social norms (B =-0.22), and risk propensity (B = 0.35)—had significant effects on tax avoidance behavior (p < 0.05). The final model
explained 62% of the variance in avoidance behavior (R? = 0.62). The findings suggest that behavioral and social dimensions, including
cognitive distortions, justice perception, institutional trust, and social norms, play a decisive role in shaping taxpayers’ avoidance behavior
and should be integrated into tax policy design alongside conventional enforcement mechanisms.
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Extended Abstract

Introduction

Tax avoidance, while legally distinct from tax evasion, has garnered growing attention as a critical issue impacting fiscal
sustainability, equity, and trust in tax systems globally. In developing economies like Iran, where institutional arrangements
are often weak, the problem becomes even more pressing. Tax avoidance is not merely a function of rigid economic
calculations but a complex behavioral phenomenon influenced by a wide array of psychological, organizational, and
contextual factors. The emergence of behavioral economics has challenged the traditional neoclassical assumptions of pure
rationality in tax decision-making by highlighting the roles of cognitive biases, fairness perceptions, social norms, and risk
attitudes in shaping tax behavior (Hossain, 2024; Sulaeman, 2024).

Research in behavioral tax compliance has increasingly acknowledged the impact of subjective perceptions and non-
economic motivations on taxpayers’ conduct. Studies have demonstrated that when taxpayers perceive the tax system as
unjust or distrust government institutions, they are more likely to engage in tax avoidance strategies (Cui, 2024; Fadhillah,
2024). Similarly, cognitive distortions such as overconfidence, simplification, and anchoring biases can distort decision-making
processes, resulting in noncompliance with tax obligations (Tuljannah, 2023). The role of organizational characteristics has
also been prominent. For example, ownership structure, board independence, and governance quality have been shown to
moderate corporate engagement in tax avoidance practices (Chatjuthamard, 2024; Malik & Munir, 2024).

In addition to individual and corporate-level variables, contextual features such as industry type, financial constraints, and
capital intensity significantly influence tax-related behavior. Evidence suggests that sectors with high asset tangibility or
frequent related-party transactions exhibit greater tendencies toward tax avoidance (Putri, 2024; Solikhah et al., 2024). On
the other hand, companies that demonstrate strong social responsibility and ethical leadership are less likely to engage in tax
avoidance, as reputational concerns and stakeholder pressures promote transparency and compliance (Ni Luh Putu Agustin
Nirmala, 2024; Wahdi, 2024).

Furthermore, the literature indicates that sociocultural variables, such as religiosity, moral norms, and public perception
of tax, function as informal institutions shaping taxpayers' ethical considerations (Marfiana, 2024). In particular, studies have
shown that religious individuals and socially embedded firms often exhibit stronger resistance to tax avoidance behavior due
to intrinsic values and communal accountability (Wijayanti, 2023). Gender dynamics and leadership attributes, including
female CEO presence and managerial capability, have also been studied in relation to tax behavior (Winarto, 2023; Yahya et
al., 2023).

Despite the breadth of global studies, localized research in the Iranian context remains scarce. Existing models have rarely
incorporated the interplay between behavioral and institutional variables in explaining tax avoidance. This study addresses
this gap by developing and validating a comprehensive conceptual model that integrates behavioral economics theories and
empirical insights into the tax behavior of Iranian taxpayers. By examining key determinants—including cognitive biases, risk
appetite, perceived tax fairness, institutional trust, and social norms—this research offers a nuanced understanding of the
mechanisms that drive tax avoidance in Iran’s unique sociopolitical and economic landscape (Beigi Siassal et al., 2024; Zhang,
2023).

Methods and Materials
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This study adopted a mixed-method design consisting of a qualitative and a quantitative phase. In the qualitative phase,
semi-structured interviews were conducted with 13 experts, including tax professionals, academic scholars, and experienced
taxpayers. The data were analyzed using grounded theory methodology involving open, axial, and selective coding to derive
core categories influencing tax avoidance behavior.

In the quantitative phase, a structured questionnaire was developed based on qualitative insights and a review of the
literature. The survey was distributed to a stratified random sample of 384 taxpayers across selected provinces in Iran. The
questionnaire measured latent variables through validated indicators and was subjected to reliability and validity
assessments, including Cronbach’s alpha, composite reliability, and average variance extracted (AVE). Data were analyzed
using confirmatory factor analysis (CFA) and structural equation modeling (SEM) via AMOS software.

Findings

The CFA results confirmed the reliability and validity of the measurement model. All factor loadings exceeded 0.6 and were
statistically significant (p < 0.001). Composite reliability values were above 0.70, and AVE values surpassed the 0.50 threshold.
The model's fit indices demonstrated an acceptable level: x/df = 2.39, RMSEA = 0.063, CFl = 0.93, GFI = 0.91, and SRMR =
0.057. The KMO measure was 0.88, and Bartlett’s test was significant (p < 0.001).

In the SEM analysis, all hypothesized paths were statistically significant. Cognitive biases had a positive and significant
effect on tax avoidance (B = 0.31, p < 0.001), indicating that distorted mental models increase the likelihood of avoidance
behavior. Perceived tax fairness was negatively associated with tax avoidance (B = -0.28, p < 0.001), suggesting that taxpayers
who see the system as fair are less likely to avoid taxes. Institutional trust had a significant negative effect (B = -0.26, p <
0.01), highlighting the importance of government credibility. Social norms also negatively impacted tax avoidance (B = -0.22,
p < 0.05), while risk appetite had the strongest positive effect (B = 0.35, p < 0.001). The final model explained 62% of the
variance in tax avoidance behavior (R? = 0.62).

Discussion and Conclusion

The findings of this study confirm that tax avoidance behavior among Iranian taxpayers is shaped by a complex web of
psychological, social, and institutional factors. Consistent with behavioral economics theories, cognitive biases emerged as a
critical predictor. Individuals who exhibit excessive optimism, overconfidence, or binary thinking were more prone to justify
and engage in tax avoidance. This result reinforces the argument that decision-making under uncertainty is not always
rational and that heuristic-driven judgments often guide taxpayer behavior.

Equally important was the role of perceived fairness. When taxpayers believe the tax system is just in its implementation
and distribution of burden, they are more likely to comply voluntarily. The presence of fairness serves as a normative anchor,
promoting cooperation with authorities. Conversely, perceptions of discrimination or inequity reduce motivation to pay
taxes, as individuals feel alienated from collective fiscal responsibility.

Trust in tax institutions was another pivotal determinant. Without sufficient institutional trust, the legitimacy of the tax
system erodes, leading taxpayers to seek ways to circumvent obligations. Trust operates as a psychological contract between
citizens and the state, and when this contract is violated—due to corruption, inefficiency, or lack of accountability—tax
morale diminishes significantly.

Social norms functioned as informal constraints, shaping what taxpayers perceive as acceptable behavior. In environments

where tax avoidance is culturally normalized, individuals are more likely to conform to peer behavior. On the other hand, in
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contexts where compliance is socially valued, tax avoidance becomes stigmatized, thus less frequent. This underlines the
power of collective expectations in steering fiscal conduct.

Finally, risk appetite had the most substantial direct effect, indicating that high-risk individuals are more inclined to exploit
tax loopholes, especially when detection or punishment is perceived as unlikely. This reflects a cost-benefit analysis distorted
by risk tolerance, suggesting that enforcement alone is insufficient without addressing underlying behavioral tendencies.

This study makes a significant contribution by integrating behavioral and institutional perspectives in a unified model of
tax avoidance. The high explanatory power of the model confirms its robustness and practical relevance. It offers a grounded
understanding of how and why individuals and organizations engage in tax avoidance and provides actionable insights for
policymakers aiming to enhance tax compliance through behavioral interventions, improved trust-building, and institutional
reform. In sum, this research reaffirms the importance of human factors in fiscal behavior and calls for a paradigm shift from
coercive to incentive-based and psychologically informed tax administration strategies.
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