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Abstract

In the day to day 1ife, people receive dilTerent kincls of windfalls such as coupons, premiunb,
cash back offers, ctc. such windfalls have noticeable effect on plrchase decisions and are
infllrenced by the mental accounting practices. Tax refund is a kind of windfall among tax
payers, which they receive unexpectedly on account ofinaccurate assessnent, amended policies,
filing o incomplete rccords ctc. But, how this rcfund efl'ccts purchase decisions is an unanswcred
question. A number of studies had conducted to detenrrine the influence different types of
windfalls except tax refund. Hence this study has conducted among taxpaying employees to
dcteminc the inlluence of mental accounting in purchasc <lecisions, to identili whether
employccs are concelned about the basic elements of mgntal accounting and to analyse thc
purchase behavior on account of tax refund. The study also tries to determine whether the
propoftion oftzL\ lefund is associated with the income ofemployees.
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INTRODUCTION

In the present conpetitive world, matketen tty to attract thef customers by offering coupons,
cash back, bonus, ctc. Thesc kinds of small windfalls may have influencc on purchasing
docisions of customers. Accordiug to life cycle theory of consurnption or to the theory of
standard per1nanent income (F edman, 1957; Modigliani and Brumberg, 195,1) these kinds of
small windfalls have no significant effcct on purchase dccjsion as such kinds ofwindtalls do not
bring changes in life time wealth. However the persons recelving these kinds of windfalls put
thrs unexpected cash to buy itorns might not have otherwise purchased. This kind ofbehavior can
bc rnleryretcd as thc basis fo1 mental accounting (Thalor and Shefrin, 19g1)

Accoding to Richald H Thaler, the first to desdibe the phenomenon, nental accounting is the
set of cognitive operations used by individuals and households to organize, evaluate, anal keep
track offinancial activities. And the theory states that, mther than groupiilg all decisions together
and optimizing consumption choiccs by rhc people over a lifc_long holizo& thcy categorize thcir
aclivitics into "mental accounts" and make decisions within the context ofthese limited sDendins
anJ .ar ing c:regor ies.
An implicatiot ofthe theory tltat individuals create mental accounts to manage thef puchase
dccisions is that they will respond to small, unexpected windfalls by spencling them immediately
and buying items that they would not buy without expanding their budget significantly.
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