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Abstract

This study aimed to present an organizational health model based on
the behavioral economics approach in Isfahan Municipality. By using
an exploratory mixed research design (qualitative phase: grounded
theory with 18 semi-structured interviews, quantitative phase: survey
with 272 employees), effective factors were identified in the form of
causal conditions (economic incentives, cognitive biases, social
capital), contextual conditions (organizational culture, policies, work
environment) and intervening conditions (training, rewards,
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leadership). The designed strategies, including nudge interventions,
infrastructure development and improvement of communication skills,
led to significant outcomes: a 22% increase in productivity (p<0.05), a
30% reduction in costs and a 35% improvement in mental health
indicators. The findings showed that small changes based on
behavioral economics (such as modifying the physical environment
and positive feedback) at low cost have a significant impact on
organizational health. This study adds to the existing literature in three
ways: (1) localizing behavioral economics models in Iran, (2)
providing empirical evidence of the impact of environmental reforms,
and (3) developing an integrative framework. The main limitation was
the focus on a single government organization, which limits
generalizability. This model can help similar organizations implement
cost-effective solutions.

Keywords: Organizational health, behavioral economics, systematic
evidence-based theory, noded interventions.

1. Introduction

Organizational health is a critical determinant of sustainability in
modern institutions, yet Iranian organizations face severe challenges
in this domain. Empirical data from the Iran Management
Organization (2023) reveals that 68% of public-sector entities—
including municipalities—experience significant organizational health
deficiencies, manifesting in annual productivity losses of 30% and a
25% surge in personnel costs. Traditional frameworks (e.g., Miles,
1965) fail to address the root cause: pervasive irrational behavioral
patterns among employees and leaders, such as resistance to change
and cognitive biases in decision-making. Systematic reviews (Rehman
et al., 2024) confirm this theoretical gap, indicating that merely 12%
of existing studies integrate behavioral science lenses, leaving a
critical void in evidence-based solutions for public administration
contexts like Iranian municipalities.

To bridge this gap, this study leverages behavioral economics
principles (Thaler & Sunstein, 2008) to design and validate a context-
specific organizational health model for Isfahan Municipality. The
research addresses three core objectives: (1) Decoding how cognitive
biases (e.g., status quo bias, loss aversion) quantitatively impact
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organizational health metrics; (2) Identifying cost-effective nudge
interventions compatible with Iran’s socio-organizational fabric; and
(3) Establishing the empirical relationship between social capital (e.g.,
trust, collaboration norms) and productivity. By integrating behavioral
micro-foundations with macro-level health indicators, this work
pioneers a scalable framework to transform public-sector efficiency in
resource-constrained environments.

2. Literature Review

Early organizational health frameworks primarily emphasized
structural and functional dimensions. Seminal work by Miles (1965)
conceptualized health through adaptability, problem-solving efficacy,
and resource utilization, while later models (e.g., Lundberg, 1990)
integrated psychosocial well-being and role clarity. These approaches,
however, inadequately addressed behavioral anomalies—systematic
deviations from rational decision-making observed in real-world
organizational settings. Critiques by Bucheli (2025) highlighted their
failure to explain phenomena like resistance to change despite
economic incentives or persistence in inefficient processes, revealing a
critical theoretical gap in accounting for human cognitive limitations
within ad Behavioral economics emerged as a transformative lens,
challenging classical rationality assumptions. Grounded in Kahneman
and Tversky’s prospect theory (1979), it demonstrates how cognitive
biases (e.g., status quo bias, loss aversion) distort organizational
decisions. Thaler and Sunstein’s (2008) nudge theory further
operationalized this by designing "choice architectures" that steer
behavior without restricting options. Studies by Blumenthal-Barby
(2021) validated its applicability to organizational contexts, showing
that subtle environmental cues (e.g., default options, feedback loops)
could enhance productivity by 18-25% in healthcare and public
sectors, establishing micro-behavioral interventions as viable tools for
macro-level health improvement.

Empirical evidence confirms cognitive biases significantly impede
organizational health. Nwosu and Ilori (2024) identified anchoring
effects in performance evaluations causing 40% of managerial
misjudgments, while Rehman et al. (2024) linked confirmation bias to
innovation suppression in hierarchical cultures. In Middle Eastern
public agencies, Almomani et al. (2023) found technology-adoption
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failures stemmed from automation bias (over-reliance on familiar
systems). Crucially, cross-cultural analyses reveal bias intensity varies
contextually—anchoring was 25% stronger in Iranian public
organizations (=0.65) than private firms ($=0.40) due to centralized
decision-making norms, underscoring the need for localized
mitigation strategies.

Nudges show promise but face implementation challenges. Sinclair et
al. (2024) reduced financial stress by 22% in Western firms using
salary-optimization defaults, while Lee-Geiller and Kiitting (2021)
boosted civic engagement by 35% in New York via targeted
messaging. However, efficacy diminishes when cultural or structural
misalignments occur. For instance, Tehran’s nudge initiatives
(Akhavan et al., 2021) achieved only 60% of projected outcomes due
to technical capacity gaps (15% trained managers), policy
discontinuity, and resistance—highlighting that "one-size-fits-all"
designs neglect contextual variables like power-distance dynamics in
Eastern bureaucracies. Cultural dimensions fundamentally shape
behavioral interventions. Hofstede’s (2011) collectivism-individualism
axis explains why group-based incentives (e.g., team rewards)
outperform individual bonuses in collectivist societies like Iran
(r=0.68). Similarly, high power-distance cultures intensify authority
biases, as evidenced by Iranian employees’ "superior approval
tendency" (Va’ezi et al., 2023). Structural factors also intervene:
Flexible policies amplified nudge effects in Copenhagen’s transport
reforms (Strydom & Kempen, 2021), whereas rigid hierarchies in
Jordanian telecoms (Almomani et al., 2023) curtailed electronic HR
system benefits by 40%. These findings necessitate frameworks
accommodating cultural-structural interactions.

Despite advances, critical gaps persist: (1) Minimal empirical
validation of behavioral economics in Iranian public sectors; (2)
Overlooking mediating variables like psychological capital (e.g.,
resilience, self-efficacy) in health models; (3) Inadequate integration
of digital tools with behavioral insights. Prior studies (e.g., Faulks et
al., 2021) focused narrowly on private firms or Western contexts,
while Iranian research (e.g., Talebi Enzab, 2022) omitted
organizational-level dynamics. This study addresses these voids by:
(1) Localizing nudge designs for Isfahan Municipality; (2) Proposing
a novel integrative framework linking biases, social capital, and e-
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infrastructure; (3) Quantifying long-term impacts through mixed
methods—advancing context-sensitive organizational health theory.

3. Methodology

This study employed an exploratory sequential mixed-methods design,
beginning with a qualitative phase using systematic grounded theory
(Strauss & Corbin, 1990) to develop a contextual framework.
Eighteen semi-structured interviews were conducted with senior
managers, mid-level executives, and behavioral economics experts at
Isfahan Municipality, selected via purposive and snowball sampling
until theoretical saturation was achieved. Interview protocols featured
15 open-ended questions probing cognitive biases, organizational
barriers, and intervention opportunities. Data analysis followed a
three-stage coding process (open, axial, selective) using MAXQDA
2020, with rigor ensured through inter-coder reliability (Cohen’s k =
0.81) and validation by five domain experts. Emerging constructs—
casual conditions (e.g., economic incentives), contextual factors (e.g.,
bureaucratic policies), and core strategies (e.g., nudge design)—
directly informed the quantitative instrument.

In the subsequent quantitative phase, a cross-sectional survey was
administered to 272 municipal employees (response rate: 70.8%), with
the sample size determined by Cochran’s formula (95% CI, 5%
margin of error). A 35-item Likert-scale questionnaire was developed
from qualitative findings, measuring five latent variables: causal
conditions, contextual factors, intervening variables, strategies, and
outcomes. Partial Least Squares Structural Equation Modeling (PLS-
SEM) in SmartPLS 4 tested the hypothesized model. Measurement
model validity was confirmed via confirmatory factor analysis (CFI =
0.98, RMSEA = 0.068), content validity ratio (CVR > 0.62), and
discriminant validity (HTMT < 0.85). Reliability exceeded thresholds
(Cronbach’s a = 0.88; composite reliability = 0.92), and ethical
compliance (informed consent, anonymity) was maintained
throughout.

4. Results and Conclusion

The final model comprised five core components: Causal conditions
(economic incentives with factor loading=0.687; cognitive biases like
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status quo bias f=0.62 — 25% stronger than private sector; social
capital HTMT=0.72); Effective strategies (nudge interventions e.g.,
physical environment modification, ergonomic infrastructure
development, communication skills enhancement); and Significant
outcomes (22% productivity increase p<0.05, 30% cost reduction,
35% mental health improvement). Quantitative analysis revealed non-
financial incentives were 53% more effective than monetary rewards
on mental health. Intervening conditions (training, rewards,
leadership) showed negative effects, indicating need for systemic
reform. Innovations included: 1) Localization of behavioral economics
identifying Iran-specific biases like "superior approval tendency"; 2)
Cost-effectiveness of micro-interventions (<5%  training budget); 3)
Integrative model incorporating psychological variables like
psychological capital ($=0.42).

The study demonstrates that low-cost behavioral economics
interventions (e.g., ergonomic workspace design, positive feedback)
can significantly enhance organizational health when culturally
adapted. Social capital catalyzes 30% cost reduction through trust-
based team collaboration. Primary limitations include single-
organization focus and negative intervening effects, highlighting needs
for pedagogical and leadership reforms. Practical implications guide
managers to implement nudges, integrate financial/non-financial
incentives, and strengthen social capital. Theoretical contributions
manifest in three dimensions: Localization of behavioral economics
models in Iran; Empirical evidence for environmental modification
efficacy; Development of an integrative organizational health-
behavioral framework adaptable to public organizations.
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