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Abstract

Purpose: This study aims to investigate the key determinants influencing consumer and business owner
decisions to purchase from the gray market in the eyewear industry in Iran, with a particular focus on
imported eyewear products (both optical and sunglasses). While gray market activities are globally
pervasive, they manifest distinctively in emerging economies due to structural, economic, and regulatory
complexities. The Iranian eyewear market is characterized by significant price disparities, varied product
quality perceptions, and opaque distribution channels, leading to consumer confusion and potential
vulnerability. This research addresses a critical gap by empirically examining a comprehensive set of
economic, perceptual, and structural factors that drive gray market purchases. Furthermore, it critically
analyzes the consequential impact of these gray market activities on the proliferation of illicit, smuggled
goods—a problem of significant economic and security concern in the Iranian context. The central
purpose is to provide actionable insights for brand owners, legitimate distributors, and policymakers to
develop effective strategies for mitigating gray market penetration and its associated negative
externalities.

Design/Methodology/Approach: This research adopts a quantitative, positivist paradigm and is
classified as an applied, descriptive-survey study. The statistical population comprises consumers and
business practitioners (importers, retailers, and distributors) active in the imported eyewear market in
two major lIranian commercial hubs, Tehran and Isfahan. A sample size of 384 participants was
determined using Cochran’s formula and selected through a convenient random sampling method to
ensure accessibility and representativeness within the target demographic. Primary data was collected
using a structured, researcher-developed questionnaire, which was rigorously validated for content and
face validity by a panel of five experts, including eyewear industry specialists and academic faculty in
marketing and sales. The questionnaire’s reliability was confirmed through a pilot test (n=20), with the
overall Cronbach’s Alpha coefficient calculated at 0.872, indicating high internal consistency. The final
instrument measured nine primary constructs: seven independent variables (Price Difference, Price
Awareness, Risk Awareness, Perceived Value, Product Popularity, Parallel Import Efficiency, and Low
Tariffs/Transportation Costs), one mediating dependent variable (Gray Market Purchase Intention), and
one ultimate outcome variable (Increase in Smuggled Goods). For data analysis, the study employed
Structural Equation Modeling (SEM) using the Partial Least Squares (PLS) approach, implemented in
SMART PLS software. This method was selected for its robustness in handling complex models with
multiple latent variables and its suitability for predictive research. Descriptive statistics (frequencies,
means, standard deviations) were also computed using SPSS to profile the sample and summarize the
data.

Findings: The analysis yielded significant and robust findings. All constructs demonstrated excellent
reliability, with individual Cronbach’s Alpha values ranging from 0.785 to 0.987, and strong validity
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indicators (factor loadings > 0.70, AVE > 0.50). The results confirm that seven key factors have a
statistically significant impact on gray market purchase intention. Most notably, Price Difference
emerged as the strongest positive predictor (p = 0.312), underscoring the paramount role of economic
arbitrage in consumer decision-making. Perceived Value (B = 0.295) and the Efficiency of Parallel
Imports (e.g., speed of delivery, product variety; p = 0.231) were also strong positive drivers, suggesting
that consumers are not merely price-sensitive but are actively seeking a better value proposition from
unofficial channels. Price Awareness (B = 0.187) and Product Popularity across international markets (3
= 0.165) further amplified this tendency, indicating that an informed and trend-conscious consumer base
is more likely to be drawn to the gray market. Conversely, Risk Awareness (e.g., concerns about
warranty, return policies, and quality risks) had a significant negative impact (f = -0.204), acting as a
crucial deterrent. The structural factor of Low Tariffs and Transportation Costs also showed a positive,
albeit weaker, significant effect (B = 0.142), highlighting the role of the macroeconomic environment.
Critically, the study established a powerful and direct link between gray market activity and the
escalation of smuggling, with Gray Market Purchase Intention being a strong positive predictor of the
Increase in Smuggled Goods (B = 0.408). This finding reveals that the gray market, while often
comprising genuine products, serves as a significant gateway for or is systematically intertwined with
entirely illicit trade.

Discussion and Conclusion: The findings of this study offer profound theoretical and practical
implications. Theoretically, the results strongly corroborate and extend established international
literature on gray markets (e.g., by Yan & Wang, 2019; Li et al., 2013) within the unique context of an
emerging economy like Iran. The dominance of price difference and perceived value aligns with
economic theory, while the pivotal role of risk awareness validates psychological models of consumer
behavior under uncertainty. The study’s major contribution lies in its empirical confirmation of the direct
causal pathway from legal gray market consumption to illegal smuggling, a link that is often assumed
but rarely quantified in a single, integrated model. This blurring of the line between "gray" and "black"
markets is a critical insight for regulatory bodies. Practically, the results provide a clear roadmap for
stakeholders. For legitimate brand owners and authorized distributors, the findings suggest a multi-
pronged strategy: (1) re-evaluating pricing structures to minimize arbitrage opportunities, (2) enhancing
the value proposition of official channels through superior service, warranties, and post-purchase
support, and (3) investing in consumer education to heighten awareness of the risks and ethical
implications of gray market purchases. For policymakers, the study serves as a stark warning that efforts
to combat smuggling must also address the legal and structural conditions that fuel the gray market, such
as high tariffs and inefficient supply chains. A purely punitive approach is insufficient; a more holistic
strategy that aligns official market incentives with consumer needs is essential. In conclusion, this
research moves beyond a generic analysis of gray markets by providing a nuanced, empirically grounded
understanding of its drivers and dangerous consequences in a specific, high-value industry within a
developing nation, offering a valuable template for similar studies in other contexts.
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