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Abstract: This study aims to analyze the impact of mental accounting on changes in
cost behavior and its reflection on the effectiveness of managerial decision-making. The
research is grounded in the behavioral framework, which explains that decision-makers
do not always act according to the principles of full economic rationality; rather, they
are influenced by the allocation of financial resources into separate mental accounts
based on psychological and personal considerations. This may lead to distortions in cost
perception and cost behavior. The study adopted a descriptive-analytical approach and
used a structured questionnaire as the primary data collection instrument. The
questionnaire was distributed to a sample of (114) lecturers specialized in accountion at
public universities in the Kurdistan Region of Iraq. Data were analyzed using Structural
Equasion Modeling (SEM) as appropriate statistical technique. The results revealed a
statistically significant negative relationship between mental accounting and managerial
decision-making, as well as a significant positive relationship between mental
accounting and changes in cost behavior. In addition, a significant negative relationship
was found between changes in cost behavior and the effectiveness of managerial
decisions. Path analysis further confirmed the existence of an indirect effect of mental
accounting on managerial decision-making through changes in cost behavior as a
mediating variable. The study concluded that unconscious reliance on mental
accounting leads to distortions in cost classification and behavior, which in turn
weakens the quality of managerial decisions. Accordingly, the study recommended
enhancing behavioral awareness and developing cost accounting systems in a manner
that supports rational managerial decision-making.
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