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Abstract

Overspending is the act of spending more money than you have or more than was planned or agreed upon.
Controlling overspending behaviors through lifestyle modification can help households. Therefore, the
purpose of this study is to investigate the role of mental accounting in controlling the behavior of household
overspending. The population of this study is the heads of households in Kurdistan province. This study
includes three dependent variables: income overspending, expected overspending, and credit overspending.
Independent variables also include three groups: financial mental accounts, expenditure forecasting, and
saving goals. Required data were collected through a questionnaire. To test the hypotheses, a multinomial
logistic regression has been used. According to the research results, financial mental accounts such as current
accounts, savings accounts, and investments along with variables such as age, household size, and housing
status affect the behavior of income overspending. Research findings also show expenditure forecasting such
as basic expenses, special expenses, healthcare, housing and durables, support for the family, and
empowerment expenses, along with variables such as gender, household size, and housing status affect the
expected overspending behavior. Finally, savings goals such as retirement/securities, love/family,
esteem/luxuries, and self-actualization along with variables such as housing status and car status affect credit
overspending.

Introduction:

Overspending is one of the serious problems of today's households. Understanding and controlling
overspending behaviors can play an important role in the financial management and lifestyle
modification of households. Overspending is the act of spending more money than one has or more than
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was planned or agreed upon. As such, the more people's knowledge and attention increase regarding the
prediction of overspending behavior, the more rational their planning and financial decisions will be.
Mental accounting is one of the effective factors that can help control overspending behavior. This
means that mental accounting can help people in establishing a balance between the income and
expenses, rationalizing expectations, paying debts on time, and strengthening the spirit of saving and
investing. The purpose of the present study is to investigate the role of mental accounting in controlling
the behavior of household overspending.

Methodology:

This study is applied in terms of purpose and descriptive-survey in terms of the data collection
method. The population of the study is the heads of households in Kurdistan province, and the sample
size is 315 people. This study includes three dependent variables: income overspending, expected
overspending, and credit overspending. The independent variables are financial mental accounts,
expenditure forecasting, and saving goals. The required data were collected through a questionnaire. To
test the hypotheses, a multinomial logistic regression was used.

Findings:

In this study, in addition to the main factors, the effects of six demographic variables (gender, age,
education, household size, personal housing, and personal vehicle) on people's overspending behaviors
have been studied. The main factors related to the first dependent variable (income overspending
behavior) are liquid assets, savings, investment, retirement, and insurance. The main factors related to
the second dependent variable (expected overspending behavior) are six items, which are: basic
expenses, special expenses, healthcare, housing and durables, supports for family, and business. The
main factors related to the third dependent variable (credit overspending behavior) include six items,
which are: basic needs, emergency/safety, retirement/security, love/family, esteem/luxuries, and self-
actualization. According to the research results, financial mental accounts such as current accounts,
savings accounts, and investment along with variables such as age, household size, and housing status
affect the behavior of income overspending. Research findings also show expenditure forecasting such
as basic expenses, special expenses, healthcare, housing and durables, supports for family, and
empowerment expenses, along with variables such as gender, household size, and housing status affect
the expected overspending behavior. Finally, savings goals such as retirement/securities, love/family,
esteem/luxuries, and self-actualization along with variables such as housing status and car status affect
credit overspending. The results also show that the effect of each of the main and demographic factors
on each of the dependent variables differs from each other.

Conclusion:

Most households do not have a correct understanding of overspending behaviors. Therefore,
distinguishing between issues such as income overspending behavior, expected overspending behavior,
and credit overspending behavior, while presenting a clear picture of overspending behaviors, can help
households in controlling such behaviors. Generally, the inability to manage household finances shows
itself in the form of overspending, running up credit debt, and worrying about their future. These cases
can have destructive effects on the future of households. Mental accounts as a self-control instrument
can help households resist overspending behaviors. Finally, although financial planning and discipline
are difficult to attain, careful planning can help households to set appropriate mental accounts. This
work can help households avoid overspending behaviors and to set them on the path to financial well-
being.
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2. model fitting criteria
3. likelihood ratio tests
4. log likelihood
5. intercept only

9 A Eey ol dly oiie 55 B8 Jsdr BB

S Ay 5 Slsl 3 o i ghyls (T s 4y e
Sl sl Sl 3 o a8 Gyl 8daT > k30
Shyls ()Ll 5l ay pa Sg5® l:w)p: Lol 9 puiie
(Sl Ll a ja awlSh a5 Sl B o i
o sy itn 61y el G313 o a8 Sl
3 S8l B p i sl )ls (nh@%rﬁhg}bﬂ.n dt

el G133 a8 (15 a1 eslizal pen

' 3l SleMt Jguer (¥
ol Jua LT &8 ol a5 ol S gt (]
adgl Jue b s lin 53 (Jatew gla jiie doa Jul)

sl 53 m 51 ( e sl e Lo 0 90)

1. model fitting information
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1. Pseudo R-Square
2. Cox and Snell

3. Nagelkerke

4. McFadden
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1. parameter estimates
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