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Abstract:

Conventional economic theory postulates that judicious individuals meticulously accumulate wealth during their
working life and spend it during retirement to augment lifespan consumption utility. Contrarily, global
empirical evidence indicates a dichotomous behavioural pattern even among prosperous retirees, who
undoubtedly amass considerable wealth during the accumulation phase, but despite high levels of financial
literacy, customarily suffer from spend-down incapacity — the failure to consume accumulated assets during
retirement, focusing on unreasonable stockpiling and leading a compromised quality of retired life. Theorized
as “Switch Failure” — this central psychological and behavioural paralysis, comprising of both a felt refusal to
spend and an observed failure to execute a decumulation plan, preventing retirees to transition from wealth
accumulators to utility consumers, arises only when a structural gap between high Accumulation Financial
Literacy (FK4) and near-zero Decumulation Financial Literacy (FKp) coincides with a heightened
psychological drive for Wealth Preservation.

For addressing this gap, this conceptual paper challenges the standard unidimensional views of financial
literacy by introducing a biphasic lifecycle model. It splits financial capability into two distinct operational
constructs: Accumulation Literacy (FK4), focusing on growth, debt reduction, tax savings and curbing
consumption, and Decumulation Literacy (FKp), focused on dynamic withdrawals (SWPs), tax optimization and
managing longevity risks.

Assimilating lifecycle consumption theory and behavioural finance, the study proposes a theoretical model
explaining post-retirement spend-down resistance driven by historical antecedents like Past Financial Exposure
(PFE) and cognitive mediators like Asset Preservation Importance (API). Further the study argues that the
Socio Cultural Obligations (SCOs) like intergenerational bequest imperatives in collectivist markets such as
India, act as correlated antecedents that merge with Asset Preservation motives to intensify spend-down guilt,
rather than serving as external moderators. An antidote to this challenge is proposed in the form of an
antecedent — the Advisor Mediated Knowledge posited to function at two crucial stages: proactively narrowing
the literacy gap before retirement (AMK,4) and acting as a behavioural circuit breaker during retirement
(AMKp) through structured cash-flow framing like Systematic Withdrawal Plans (SWPs) and explicit spending
validation. Eventually, the study proposes six theoretical propositions, outline practical implications for
financial planners and pension regulators and present a structured agenda for future empirical validation using
Partial Least Squares Structural Equation Modeling (SEM).
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I. Introduction - The Paradox of Post-Labour Wealth
Accumulation Phase:
(a) “The art of prosperity lies in knowing when to say ‘no' to expenditures that eclipse the brilliance of your
financial goals” - Linsey Mills, Currency of Conversations: The Talk You 've Been Waiting For About Money
(b) “The question isn’t at what age I want to retire, it’s at what income” - George Foreman, Going the Extra
Smile (2007).

Decumulation Phase:

(a) “For four decades, the switch in their brain was welded tight to the SAVE position... To a lifelong saver,
spending money - specifically, decumulating their hard-earned principal - registers in the brain almost like
physical pain or a moral failure” - M. Pattabiraman, Associate Professor, IIT Madras (freefincal.com, 2026)
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(b) “Decumulation is the nastiest, hardest problem in finance” - William F. Sharpe, Nobel Laureate in Economic
Sciences (Advisor Perspectives, 2014, as cited in Ritholtz, 2017).

The aforesaid first two quotes by Linsey Mills and George Foreman concentrate on pre-retirement
financial planning so as to achieve the goal of a fulfilling retired life. They endorse the modern economic theory
which assumes that decades of hard work, savings and smart investing exist for a single purpose: funding a
comfortable, independent retirement. Thus standard lifecycle models presume that the wealth built during
working years serve a singular ultimate purpose — to fund lifelong consumption utility and maximize personal
well-being during the decumulation phase. This has become imperative owing to the global shift, from
employer-sponsored retirement provision - Defined Benefit (DB) toward Defined Contribution (DC) structures,
resulting in concentration almost exclusively on the accumulation engine - enhancing financial literacy of the
masses in terms of saving, budgeting, avoiding excessive debt and compounding growth through equity for a
self-sufficient and stress-free retirement life. In response to this structural shift, international institutions and
regulators heavily promoted financial literacy to build individual financial resilience.

However, scanty attention has been paid to the payout mechanics required once active income stops.
The procedural knowledge required for decumulation, post-retirement was largely overlooked, leaving DC
decumulation models widely criticized as ill-suited for consumer needs (OECD, 2013). Consequently, retirees
enter post-career life equipped with advanced tools for preserving wealth, yet lack the cognitive backgrounds,
operational rules or emotional approaches needed to draw down their assets. This striking behavioural paradox
persists across global markets, where many affluent retirees, rather than deploying their assets to improve
quality of life, afford healthcare, enjoy leisure or increase daily comfort, live well below their resources. They
suffer deep emotional distress over drawing down principal, remaining locked in lifelong frugality, arising out
of Acute Longevity and Sequence Risks (Pfau, 2011, 2013). Industry data reveals that roughly one-third of
retirees reach their mid-80s with their original non-realty savings fully intact or higher than at retirement
(Copeland, 2024), while over 40% of middle- and high-asset retirees retain at least 80% of their starting wealth
two decades into retirement (EBRI/Greenwald, 2024). It is at this juncture that the significance of the last two
quotes, by M. Pattabiraman and William Sharpe need emphasis.

This paradox highlights a core disconnect in human economic behaviour: the psychological capabilities
cultivated pre-retirement to build wealth, disrupt the ability to enjoy it post-retirement. As explored throughout
this paper, whether this spend-down resistance stems from psychological dysfunction or rational hedging against
systemic gaps, such as weak social safety nets, varies by context and this variation is itself part of what the
proposed model seeks to explain.

II. Statement of the Problem
Existing financial capability literature suffers from a fundamental conceptual inadequacy: it treats
financial literacy as a static, unidimensional attribute. Standard measurement scales like the Lusardi and
Mitchell’s “Big Three”, measure capability strictly through the lens of accumulation metrics: compound interest,
inflation and risk diversification. This single-dimension approach creates a Structural Literacy Gap during
retirement, which coupled with Asset Preservation Importance leads to Switch Failure. This study brings to the
fore three main issues:

1. Structural Capability Mismatch: Current theory overlooks that high Accumulation Literacy (FKa)
built during working years fails to yield Decumulation Literacy (FKp). Rather, high FKa acts as a
source of cognitive rigidity hindering rational spend-down.

2. Unexplained Behavioural Friction: Existing models fail to explain the reasons for the freezing
tendency of retirees to draw down precisely safe amounts of accumulated wealth nor do they map the
psychological drivers associated with Capital Depletion Anxiety.

3. Omission of Cultural Amplifiers and Advisory Circuit Breakers: Conventional frameworks ignore
the impact of Socio Cultural Obligations (SCO) in enhancing the spending guilt. They also overlook
the change required in professional advisory services (AMKp) - shifting from portfolio growth towards
providing structured spending patterns.

In the absence of a theoretical framework capturing the duality of financial literacy and the mechanics
of Switch Failure; researchers, financial advisors and pension policymakers will be unable to solve the
escalating crisis of post-retirement consumption paralysis.

II1. Rationale for this Study
At the macro level, the global transition towards self-managed retirement plans like IRAs or India’s
National Pension System (NPS) coincides with longer lifespans and volatile healthcare costs. In emerging
economies like India, this shift is further aggravated by the lack of a universal safety net where 78% of seniors
lack pensions and only 18% are covered by health insurance (Observer Research Foundation, 2026). Thus
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regulators globally have focused on enhancing financial literacy of the masses as an antidote for achieving
financial security.

This transition at the macro level results into developing deep-seated accumulation habits, among individuals
over a span of 30 to 40 years of active employment, further enhanced by Socio Cultural Obligations.
Behavioural research demonstrates that this repeated behavioural execution over long durations builds durable
automaticity, difficult to modify easily once acquired. This produces durable cognitive patterns that operate
independently despite changing life goals (Wood et al, 2009). The result is - ongoing psychological security and
positive feedback — Positive Reinforcement, watching an exponential growth in the wealth. Whereas, liquidating
principal feels like asset destruction rather than planned consumption, triggering intense loss aversion - Negative
Loss Framing (Kahneman et al, 1979). Thus, by retirement, frugality and capital preservation transcend from
practical financial strategies to core patterns of psychological identity.

IV. Significance of the Study
This paper bridges a critical theoretical gap at the convergence of behavioural finance, consumer
psychology and lifecycle economics. Its contributions carry significant theoretical and practical significance
across three major domains:

1. Theoretical Re-Conceptualization: It moves beyond traditional, unidimensional financial literacy
models by proposing operational polarity between saving skills - Accumulation Literacy (FKa) and
spend-down skills - Decumulation Literacy (FKp).

2. Behavioural Friction Modeling: It theorizes Switch Failure (SF) as a specific psychological paralysis,
showing how four decades of deeply ingrained accumulation conditioning, networks with
decumulation illiteracy and an escalated Asset Preservation Importance (API) — activated by Past
Financial Exposure and Socio-cultural Orientation - to generate capital depletion apprehension and
illogical hoarding of wealth.

3. Socio-Cultural and Advisory Relevance: It contextualizes post-retirement spending paralysis within
collectivist emerging economies like India, where Socio Cultural Obligations (SCO) like inter-
generational bequest develops spending guilt. Also, it highlights the structural transition required in
financial advisory practices — Advisor Mediated Knowledge during Decumulation (AMKp) to help
clients shift focus from wealth accumulation to granting them explicit psychological permission to
spend.

V. Scope of the Study
The study being conceptual in nature, leaves the conduct of empirical scale development, survey
validation or statistical modelling, for future research. Its theoretical scope revolves around four key areas:

1. Lifecycle Framing: It splits the financial lifespan of an individual into two discrete operational stages -
Pre-Retirement Accumulation (Phase 1) and Post-Retirement Decumulation (Phase 2), to assess the
impeding impact of cognitive habit formation in Phase 1 on decision making in Phase 2.

2. Construct Conceptualization: Core variables like Accumulation Literacy (FKa), Decumulation
Literacy (FKp), Switch Failure (SF), Past Financial Exposure (PFE), Asset Preservation Importance
(API), Depletion Anxiety (DA), Socio-Cultural Obligation (SCO) and Advisor-Mediated Knowledge
(AMK) are conceptualised in this study.

3. Contextual Scope: Focusing on global defined-contribution systems, with particular emphasis on
emerging economies like urban India, where robust collectivist bequest motives and inadequate social
safety nets deepen post-retirement capital depletion apprehension.

4. Intermediation Dynamics: It recommends a dual role for financial advisors (AMK), differentiating
between pre-retirement Accumulation oriented advice (AMKa) and post-retirement decumulation
framing (AMK0p), aiding as a spending anxiety behavioural circuit breaker.

VI. Objectives of the Study

1. To appraise the traditional one-dimensional model of financial literacy by ratifying the conceptual
duality between Accumulation Literacy (FKa) and Decumulation Literacy (FKp).

2. To conceptualize Switch Failure (SF) as the focal psychological mechanism, where decades of
accumulation tendency coupled with an elevated Asset Preservation Importance, leads to capital
depletion anxiety and unreasonable hoarding of wealth.

3. To examine the role of historical antecedents like Past Financial Exposure (PFE) and cognitive
mediators like Asset Preservation Importance (API) in conditioning an individual’s psychological
resistance to expend wealth during retirement.

4. To analyse:
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(a) the role of Socio-Cultural Obligation (SCO) as a correlated antecedent combined with Asset
Preservation Importance (API) to intensify the psychological resistance to spend; and

(b) the biphasic moderating effect of Advisor Mediated Knowledge (AMKop) as a tempering circuit breaker
of Switch Failure, providing individuals with explicit behavioural permission to spend.

VII. Review of Literature
A. Classical Economic Foundations vs. The Empirical Paradox
1) The Neoclassical Life-Cycle Hypothesis and the Selfish Life-Cycle Model

Modern financial planning theory rests on a foundational idea introduced by Franco Modigliani and
Richard Brumberg (1954) and by Milton Friedman (1957) in the form of Life Cycle Hypothesis (LCH) and
Permanent Income Hypothesis theory respectively, which posits that people attempt to maintain a steady
standard of living throughout their lives. These models assume, economic agents to be rational and forward-
looking, attempting to maximise their cumulative lifetime utility by maintaining a smooth, continuous path of
consumption over their lifespan, despite predictable fluctuations in incomes.

To further this, the Selfish Life-Cycle Model (Yaari, 1965; Hurd, 1989; Horioka, 2020) postulates that
economic agents operate without a pure bequest motive and view accumulated wealth exclusively as deferred
consumption. Viewed from this angle, Yaari’s (1965) foundational analysis establishes that rational retirees
without bequest motives, should optimally annuitize all their savings. Hurd (1989) extended this framework by
explicitly modelling mortality risk alongside bequest motives. To summarize, rational individuals during
working years, save and invest surplus income and upon entering retirement, when active income falls to zero,
they predictably, unceasingly and smoothly dissave. Thus, in the absence of longevity risk or explicit bequest
intentions, classical theory theorizes that an individual’s net worth should almost approach zero at the expected
time of death.

2) The Empirical Failure: The Decumulation Conundrum

Despite the mathematical sophistication of the Selfish Life-Cycle Model, universal empirical literature
persistently records a sharp departure from its predictions, which is evident from two well-documented real-
world phenomena:

a) The Retirement Consumption Puzzle: Early longitudinal studies (Banks et al., 1998; Bernheim et al.,
2001) witnessed an abrupt, sporadic drop in household expenditure immediately post-retirement.
Undoubtedly, scholars initially attributed this decline to reduced work-related costs or home production
replacement (Aguiar et al, 2005), spending trajectories among prosperous households remained
significantly lower than those predicted by LCH models.

b) The Decumulation Conundrum (Wealth Hoarding): Longitudinal panel datasets expose an even
more deep structural anomaly. Analyzing three decades of Health and Retirement Study data, EBRI
revealed that approximately one-third of retirees reach their mid-80s with their non-housing assets
completely intact or higher than at retirement, a trend most pronounced among wealthy households
(Copeland, 2024). Research demonstrates that 42% to 43% of middle and high-asset retirees still
conserve more than 80% of their initial capital even after two decades of retirement (EBRI/Greenwald,
2024). This pattern of controlled decumulation is consistent with earlier evidence that retirement-
account withdrawal rates remain modest well into the 60s, with only a small minority of households
drawing down balances at a pace consistent with life-cycle consumption smoothing (Poterba et al,
2011).

Instead of regularly withdrawing from their nest eggs to enjoy a higher standard of living and smooth
consumption, most people pull out the bare minimum, choosing to preserve their balances. This precautionary
saving in post-retirement years is driven by longevity risk and out-of-pocket medical expenses (De Nardi et al,
2010). Empirical work shows that precautionary saving and bequest intentions are not mutually exclusive;
rather, both drive wealthy individuals simultaneously to hold onto capital (Ameriks et al., 2011).

This global pattern of persistent frugality, in the absence of insolvency risk, exposes a critical limitation
in classical economic theory: it fails to explain the behavioural pattern of retirees who spent four decades
successfully accumulating wealth become psychologically paralyzed while attempting to spend it during
retirement.

B. The Pre vs. Post-Retirement Financial Literacy Divide
To uncover the structural origin of the Decumulation Conundrum, literature must analyze how financial

literacy functions across diverse life stages.

1) Pre-Retirement Financial Literacy: The Accumulation Engine (FKa)

Traditional financial literacy research focuses significantly on the wealth-building phase (Lusardi et al,
2007, 2011, Van Rooij et al, 2012), characterised by high financial capability directly driving capital
accumulation, stock market participation and systematic saving, thereby boosting household net worth.
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During active working years, Accumulation Literacy (FKa) operates as a deliberate barrier to short-
term spending defined in terms of delayed gratification, disciplined expense tracking and persistent asset
growth. In this context, success is measured by a single, linear metric: the speed and security with which
portfolio balances grow.

2) Post-Retirement Financial Literacy: The Decumulation Paradigm (FKbp)

Conversely, post-retirement financial capability requires an entirely different, non-linear skill set
(Knoll, 2010). The core objective pivots from net worth expansion to utility maximization and risk management,
which can be mastered by executing the following triadic linked pillars:

a) Sequence-of-Returns Risk Navigation: Comprehending that negative market volatility causes
permanent portfolio damage during early retirement compared to accumulation phase, as sustainable
withdrawal outcomes depend enormously on how returns vary around the retirement date (Pfau, 2013).

b) Dynamic Withdrawal Architecture: Executing distribution rules, including Systematic Withdrawal
Plans (SWPs), performance-adjusted guardrail strategies (Guyton et al, 2006) and sequencing tax-
efficient drawdown strategies.

¢) Longevity Risk Management: Balancing the threat of outliving assets against under-consumption and
sacrificing lifestyle comfort, a trade-off directed by individual longevity risk aversion (Pfau, 2011).

3) The Literacy Mismatch Gap and “Switch Failure”

Conventional financial literacy models (like OECD/INFE guidelines) presume that financial capability
is a linear function, which if enhanced, positively impacts lifetime outcomes.

This study challenges this assumption, by validating studies on habit formation demonstrating that
decades-long behaviours create deeply embedded cognitive routines that persevere independently despite
shifting goals (Wood et al, 2009). Applying this principle to financial lifecycles reveals that four decades of
practicing accumulation literacy builds a rigid mental habit — the “muscle memory”. However, when retirees
enter the post-work phase, their high Accumulation Literacy (FK4) acts as an emotional barrier, owing to a lack
of specialized Decumulation Literacy (FKp), whereby they interpret capital withdrawal not as a planned
economic strategy, but as a deception of their financial discipline. This structural mismatch between high FKa
and low FKp triggers Switch Failure - the core psychological paralysis preventing individuals to shift from
wealth accumulators into utility consumers.

C. Behavioural Frictions: Past Exposure, Loss Aversion and Mental Accounting
1) How Past Financial Exposure Drives Switch Failure

To understand the psychological mechanics behind Switch Failure, studies must examine the
antecedent role of Past Financial Exposure (PFE). Scarcity research demonstrates that financial vulnerability
fundamentally changes cognitive processing by narrowing attention towards immediate threats (Mullainathan et
al, 2013). This is endorsed by empirical evidence indicating that individuals who lived through early-career
insecurity, macroeconomic shocks or childhood poverty; report lower risk tolerance and persistent pessimism
for decades (Malmendier et al, 2011). When early life is shaped by financial distress, wealth acquires
psychological meaning far beyond purchasing power in the form of:

a) Capital as an Existential Shield: Liquid wealth is viewed not as deferred consumption, but as a
crucial defence against worst-case scenarios.

b) Hyper-Elevated Asset Importance: Past scarcity elevates Asset Preservation Importance (API) to a
prime psychological goal, converting the portfolio into an emotional safety net.

When these individuals enter retirement, watching their portfolio balances decrease, even through
planned withdrawals - triggers loss-anticipation neural pathways. Neuroimaging confirms that activation of the
anterior insula, a region associated with fear, precedes risk-averse financial choices and prompts deviations from
rational strategy (Kuhnen et al, 2005). This acute Capital Depletion Anxiety locks the accumulator-to-
consumer switch, driving retirees into asset hoarding and severe hyper-frugality.

2) Prospect Theory and Mental Accounting Frictions
Behavioural economics explains how these psychological barriers distort retirement decisions as

follows:

a) Prospect Theory and Asymmetric Reference Points: Kahneman and Tversky (1979) evidenced that
losses carry approximately twice the psychological pain of equivalent gains. Where portfolio growth
serves as a positive reference point during accumulation; conversely during the retirement phase,
retirees evaluate spending against their peak portfolio balance, often triggering spending anxiety;
whereby drawing down Rs. 10,000/- is felt not as acquiring Rs. 10,000/- in utility, but as an acute,
permanent loss of safety.
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b) Mental Accounting: Thaler (1999) showed that people categorize wealth into non-fungible cognitive
buckets. Decades of savings habituate retirees to frame their portfolio as an “Inviolable Safety Nest
Egg” rather than a “Deferred Consumption Account”.

D. Socio-Cultural Nuances in Decumulation

1) Cultural Constraints: Collectivist Bequest Norms and Filial Virtues
Cross-cultural retirement literature provides a vital contrast to Western individualistic models, like the

Selfish Life-Cycle Model, however, empirical evidence from Asia, shows a significant heterogeneity instead of
a uniform cultural effect, by demonstrating higher bequest motives in India (87%) compared to Japan (31%),
indicating differences in collectivist norms across Asian nations (Horioka, 2014). Countries where these
traditional norms remain dominant, like in Hong Kong, retirees approach their nest eggs with deep self-restraint
(Chen et al, 2024) by evaluating principal drawdowns, annuities, reverse mortgages and estate planning,
illustrating a sense of family obligation, solidarity and moral duty. This framework is based on two core
mechanisms:

a) Strong Intergenerational Altruism: Nations where these values are prominent, wealth accumulation
is considered from the angle of multi-generational family responsibility, rather than an individual
deferred consumption.

b) Unconditional Bequest Motives: Passing down tangible assets like real estate, gold or liquid reserves,
is viewed as a moral imperative rather than a discretionary choice.

Thus, in these cultures, withdrawing principal during retirement triggers deep psychological guilt, as
retirees view this spending as deprivation of rightful inheritance by heirs. However, this structural barrier
operates with varying intensity across East and South Asian countries.

2) The Indian Context: Dharma, Scarcity Conditioning and Safety Net Shifts
India’s socio-cultural environment creates a distinct convergence of behavioural frictions that

significantly intensifies Switch Failure owing to following factors:

a) Intergenerational Obligation (Dharma): In India, asset preservation is rarely about funding a
comfortable retirement, but viewed through the lens of familial duty. Indian retirees prioritize funding
of major domestic milestones like children's higher education, nuptials and building realty over
personal lifestyle spending. This selflessness aligns with cross-country data indicating that an
outstanding 87% of Indian respondents reporting an intent to leave a bequest to heirs, far exceeding the
countries surveyed (Horioka, 2014).

b) Historical Scarcity Conditioning: Current Indian retirees lived through the pre-1991 pre-liberalization
era, defined by a controlled economy, low earnings growth and financial susceptibility. As evidenced
that early-life economic shocks leave persistent marks on financial risk tolerance (Malmendier et al,
2011), this macro-level past exposure deepens the scarcity attitude, causing retirees to treat liquid cash,
gold and fixed deposits as reliable buffers against systemic shocks.

¢) Structural Safety Net Shift: Indian retirees face a severe lack of formal protection, due to lack of
universal social security and national health coverage, in addition to disintegration of joint family
system, with nearly 78% of older adults lacking pension coverage and only 18% holding health
insurance (Observer Research Foundation, 2026). Facing steep private healthcare inflation, retirees
reclassify their entire accumulated portfolio as an emergency medical fund, permanently locking the
decumulation switch.

E. The Evolving Role of the Financial Planner in Decumulation
1) The Advisory Paradigm Shift
Guided by behavioural retirement literature, the financial advisor’s core role need to undergo a
complete evolution while transitioning from the accumulation to the decumulation phase, from a strict
disciplinarian enforcing savings habits, asset growth and capital preservation towards a Behavioural Permission-
Giver and Utility Facilitator, guiding the retiree to safely consume capital (Shu et al, 2018).

2) Advisory Switch Failure and Structural Solutions
Adpvisors often suffer from a unique “Advisory Switch Failure”. With revenue models based on total
managed capital, advisors face financial disincentives to recommend aggressive drawdown strategies that reduce
their fee base, disregarding client’s needs (Kitces, 2023). If executed systematically, Advisor Mediated
Knowledge (AMK) acts as a vital psychological buffer, to neutralize Switch Failure, through structured
drawdown frameworks like Systematic Withdrawal Plans (SWPs) or dynamic performance guardrails (Guyton
et al, 2006) permitting the retirees with explicit authorization to spend.
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Research Gap

Despite extensive literature on retirement planning, behavioural finance and financial literacy, three
major theoretical gaps persist:
Gap 1: The Literacy Mismatch

Empirical evidence reveals that high financial literacy actually predicts slower wealth decumulation
and continued asset building into retirement, contradicting conventional linear models. However, no current
model formalizes how strong Accumulation Literacy (FKa) actively creates cognitive friction and Switch
Failure during retirement unless countered by specialized Decumulation Literacy (FKp).
Gap 2: The Antecedent-to-Behaviour Mechanism

Although neoclassical and behavioural studies document loss aversion and the decumulation
conundrum in isolation, no framework integrates them into a unified path model explicating the complete
psychological mechanism. Existing literature fails to map how early-life Past Financial Exposure, Asset
Preservation priorities and risk attitudes (loss aversion) directly cause decumulation paralysis through a single,
testable causal chain.
Gap 3: Cultural and Advisory Modeling

No theoretical model demonstrates how Advisor Mediated Knowledge (AMK) can act as an external
behavioural buffer against culturally rooted bequest motives (Dharma) and paucity habituation in specifically
emerging markets like India.

VIII. Conceptual Framework, Construct Definitions and Theoretical Propositions

A. Conceptual Framework — The Conceptual Model Architecture

Building on the gaps in current research, this section lays out the main theoretical structure of the
proposed model. Firstly, the study outlines the overarching conceptual framework. Next, it provides the
theoretical definitions, mapping out their boundaries and key dimensions, omitting empirical measurement
metrics, focusing squarely on establishing a clear theoretical foundation. Finally, the concepts are connected
through a series of formal propositions to create a unified, testable model.

The conceptual model positions Switch Failure (SF) as the central psychological mechanism driving
the Decumulation Conundrum. Its architecture moves from correlated historical and cultural antecedents,
through parallel cognitive tracks, to a jointly determined psychological outcome, all moderated by advisor
interventions across the life course. This structural evolution unfolds across two distinct phases:

1. In Phase 1 (Accumulation), Past Financial Exposure (PFE) and Socio Cultural Obligations (SCO4) —
the correlated antecedents nourish Asset Preservation Importance (API), reinforcing accumulation
literacy (FKa) via a scarcity-driven “focus dividend”. Pro-active advisor interventions (AMK,) can
help build early decumulation literacy (FKp).

2. In Phase 2 (Decumulation), the extended API merges with active bequest obligations (SCOp), while
the unaddressed FKa/FKp gap forms a parallel cognitive hurdle. Switch Failure requires both
conditions jointly to trigger. At this stage, Advisor Mediated Knowledge (AMKp) moderates this
system at three key points - weakening the drivers of Switch Failure, bridging attitudinal gaps and
neutralizing spend-down paralysis.
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Figure 1: Integrated Conceptual Model of Switch Failure Across the Retirement Life Course
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Interpretation of Figure 1:

This figure tells one continuous story about a single person, split into two halves of their financial life:
the working years (Phase 1) and retirement (Phase 2).

During the working years the financial hardship or cultural pressure can transform money from a mere
number into an emotional shield, creating a lasting psychological orientation known as Asset Preservation
Importance. This deep-seated need for protection reproduces a hyper-vigilance that naturally sharpens a
person’s practical money-management skills.

Simultaneously, through career experience and standard financial education, this individual builds
standard financial literacy-the skills required to save, invest and accumulate wealth. While emotional
attachment and practical accumulation skills develop side by side and reinforce one another, they remain distinct
concepts. Finally, if this individual collaborates with a skilled financial advisor during their working years, the
advisor can introduce specific knowledge about retirement decumulation - the strategic art of withdrawing
money safely in retirement - a critical skillset that most people never naturally acquire on their own.

And a skill imbalance becomes obvious for the first time: this person knows a lot about how to save
money, but very little about how to spend it down safely, unless an advisor specifically taught them that skill
years earlier. It’s the combination of both of these conditions together — the emotional attachment to the money
and the missing know-how for spending it — that produces what we call Switch Failure: a kind of psychological
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standstill where the person cannot bring themselves to draw down their own savings, even when they can clearly
afford to.

Retirement does not erase decades of financial habits; it carries them forward. The deep emotional urge
to protect wealth deepens, often fuelled by a desire to leave a legacy for children, leading to a sharp skill
imbalance. While retirees excel at saving, they fail in drawing down those very savings, without the aid of an
advisor. The combination of this intense emotional attachment and a lack of distribution knowledge creates
“Switch Failure”. This psychological standstill stops retirees from withdrawing savings, causing them to live in
unnecessary frugality despite clearly being able to afford a comfortable lifestyle, conceptualised as the
Decumulation Conundrum.

However, a knowledgeable financial advisor can break this cycle at three key stages:
1. In working years: Building decumulation knowledge long before retirement.
2. At retirement: Softening the emotional and cognitive triggers through good advice to prevent
paralysis from taking root.
3. In post-retirement: Even if the paralysis has set in at this stage, providing them with concrete,
structured drawdown plans giving retirees explicit permission to spend.

B. Formal Conceptualization of Core Constructs Across Life Stages
1. The Financial Literacy Duality
The proposed framework reframes financial literacy from a static, single-dimensional skill into a

dynamic, two-phase paradigm:

a) Accumulation Literacy (FKa)
Formal Definition: The combination of cognitive skills, procedural knowledge and behavioural habits focused
on portfolio growth, retaining income, expanding net worth and suppressing short-term spending during one’s
working years.
Core Dimensions: Mastery of compound interest math, appreciating equity premium and systematic savings
routines (Lusardi et al, 2007, 2011; Van Rooijj et al., 2012).
Theoretical Boundary: As is evident that habits function through automaticity, practicing FKa across four
decades creates a deep cognitive habituation (accumulation muscle memory), and further resists change
regardless of changing goals (Wood et al, 2009).

b) Decumulation Literacy (FKbp)
Formal Definition: The specific cognitive competences, dynamic risk-navigation abilities and procedural
knowledge needed to systematically spend, liquidate assets and convert wealth into sustainable lifetime
consumption without risking insolvency or outliving one's assets.
Core Dimensions: Sequence-of-returns risk management (Pfau, 2013), dynamic withdrawal structures like
Guyton-Klinger guardrails (Guyton et al, 2006), tax-efficient drawdown ordering, annuity mechanics (Yaari,
1965; Hurd, 1989) and medical inflation hedging (De Nardi et al., 2010).
Theoretical Boundary: Governed by stochastic, non-linear drawdown mathematics. Most individuals reach
retirement with high accumulation literacy (FKa) but severe decumulation illiteracy (FKp). This gap aligns
directly with empirical findings showing that high general financial literacy actually predicts slower wealth
spend-down and ongoing asset accumulation during retirement (Bavafa, et al 2025).

2. Antecedent Construct (Phase 1 Drivers)

a) Past Financial Exposure (PFE)
Formal Definition: The aggregate history of financial insufficiency, income unpredictability, macro-economic
uncertainty or un-hedged financial distress experienced during an individual’s formative years or early working
life.
Core Dimensions: Childhood paucity conditioning (Mullainathan et al, 2013), early-career unemployment
blows, past general market crashes (Malmendier et al, 2011) and emergency family medical outlays.
Theoretical Boundary: PFE is modeled as associated with, rather than autonomous of, Socio Cultural
Obligations (SCO). Family Financial Socialization Theory posits that financial attitudes transfer across
generations, shaping behaviour independent of personal experience (Gudmunson et al, 2011), like financial
attitudes toward debt are deeply ingrained and transmitted through family upbringing, reflecting a cultural rather
than purely biological transmission process (Almenberg et al., 2019). Consequently, an individual can acquire
the psychological orientation of PFE, such as a preference for cash over credit, through cultural transmission or
inherited financial ethos without personally facing financial hardship.
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3. Cognitive Mediating Constructs

a) Asset Preservation Importance (API)
Formal Definition: The cognitive and emotional weight assigned to maintaining absolute liquid capital as an
existential safety shield.
Core Dimensions: Liquid assets are viewed as vital safety net that protects from financial disaster
(Mullainathan et al, 2013). Portfolio balance growth is coded as a gain, while any principal drawdown is
perceived as an acute loss relative to the portfolio’s historical peak balance (Kahneman et al, 1979). Asset
preservation acts as an absolute psychological imperative rather than a standard, adaptable goal that changes
with the market.
Theoretical Role: Functions as the key cognitive mediator converting two parallel correlated antecedents -
historical scarcity (PFE) and Socio Cultural Bequest Obligations (SCO), into a unified psychological
orientation. Originating in Phase 1, this orientation drives the acquisition of Accumulation Literacy (FKa)
through a scarcity-driven “focus dividend” (Mullainathan et al, 2013). Transmitted into Phase 2, it is reinforced
by active bequest motives (SCOp) and further triggers Depletion Anxiety (Kuhnen et al, 2005) and locks the
accumulator-to-consumer transition.

b) Depletion Anxiety (DA)
Formal Definition: The acute, fear-based psychological and cognitive response triggered when people observe
fall in liquid asset balances during decumulation, even when their drawdowns are well-planned.
Core Dimension: Neural Fear Activation, evidenced by anterior insula engagement that triggers risk-averse
financial behaviour before conscious reasoning occurs (Kuhnen et al, 2005); Loss-Framed Withdrawal
Perception, in which each drawdown is processed as loss rather than consumption gain (Kahneman et al, 1979)
and Plan-Independence, whereby the anxiety response is triggered by observed balance reduction despite
planned drawdowns - the key feature that distinguishes this anxiety from rational risk assessment.
Theoretical Role: Acts as the proximal affective trigger linking elevated API to Switch Failure in Phase 2. This
is supported by brain imaging evidence showing that anterior insula activation - a brain region associated with
fear and loss perception, precedes prudent financial decisions (Kuhnen et al, 2005).

4. Core Outcome Construct

a) Switch Failure (SF)
Formal Definition: It is a binary psychological and behavioural state consisting of: an attitudinal component
and behavioural component. These two components associate strongly but remain non-identical, reflecting the
reality that behavioural intentions predict but do not fully dictate action (Sheeran, 2002).
Core Dimension: An Attitudinal Component - an intense emotional resistance or mental block against spending
money, driven by a constant, overwhelming fear of watching savings deplete (Kuhnen et al, 2005); a Behavioral
Component - the observed failure to execute a decumulation plan despite financial capacity; and a Joint-
Necessity Origin, whereby the construct manifests only when the structural literacy gap (FKa/FKp) and elevated
Asset Preservation Importance co-occur.
Theoretical Role: Occurs exclusively when the joint antecedent conditions, the FKA/FKp literacy gap and the
API—-DA mediating chain coincide. Differentiating between these two components allows Decumulation
Advisor Interventions (AMKp) to act through two distinct paths: incapacitating the drivers that create the
attitudinal state and directly bridging the gap between attitude and actual behaviour once the state forms.

5. Dual-Phase Moderating Constructs
a) Socio-Cultural Obligation (SCO) —
Formal Definition: The social, moral and cultural expectations predominant in collectivist and emerging
market societies that define an individual’s financial duties towards their family across generations.
Core Dimensions (Indian and Asian Context):
i. Intergenerational Altruism and Bequest Imperative (Dharma):
The ingrained sense of duty to preserve legacy wealth (real estate, gold, liquid capital) for heirs, align with the
evidence that bequest motives in India are remarkably strong relative to other countries (Horioka, 2014).
ii. Milestone Funding Obligation:
The precautionary liquidity motive to fund major life events for children, such as higher education, weddings
and real estate.
iii. Precautionary Health-Shock Buffer:
The pressure to preserve capital to protect against private medical inflation in environments without universal
state healthcare or comprehensive coverage (Observer Research Foundation, 2026), reflecting precautionary
medical-expense risk mechanisms (De Nardi et al., 2010).
Theoretical Role: Antecedent in Both Phases - Unlike Advisor-Mediated Knowledge, SCO does not change
its role across the life course; it functions as a correlated antecedent in both phases.
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Relationship to PFE: SCO, is modeled as correlated with PFE rather than fully independent; both jointly feed
Asset Preservation Importance (API), as cultural values often serve as the primary channel through which past
scarcity conditioning is inherited.
Phase 1 Role (SCOa): Functions alongside PFE to elevate API, which indirectly reinforces Accumulation
Literacy (FKa) acquisition through a scarcity-driven “focus dividend” (Mullainathan et al, 2013).
Phase 2 Role (SCOp): Combines with carried-forward API as a joint antecedent to Switch Failure (SF), rather
than acting as an external moderator of an existing API—SF relationship. Here, bequest duties, milestone
obligations, and health-shock worries make drawing down principal feel like a breach of family duty.
b) Advisor-Mediated Knowledge (AMK)
Formal Definition: The exterior cognitive backing and behavioural guidance provided by a financial advisor
that translates complex drawdown mathematics into structured, permission-granting consumption strategies
across a client’s life cycle.
Phase 1 Role (AMK,): Beyond standard wealth-building advice (asset allocation, saving discipline); effective
AMK, proactively builds Decumulation Literacy (FKp) before retirement, determining how wide or narrow the
FKA/FKop literacy gap will be at retirement.
Phase 2 Role (AMKbp) — Core Dimensions:
i. Structural Framing:

Restructuring drawdowns from “asset destruction” into “engineered monthly income” through Systematic
Withdrawal Plans (SWPs) and bucket strategies (Guyton et al, 2006).

ii. Behavioural Permission-Giving:
Providing formal professional authorization through concrete action plans, which bridges the gap between
intention and action (Gollwitzer, 1999).

iii. Dynamic Guardrail Assurance:
Establishing pre-set rules for market volatility—such as adjusting spending within defined limits—helps lower
ongoing depletion anxiety by replacing uncertain, real-time choices with pre-committed decisions.
Theoretical Role: Acts as a circuit breaker that moderates (1) the pathways leading to Switch Failure during
retirement transition; and (2) the connection between the mindset of Switch Failure and its behavioural
manifestation in the Decumulation Conundrum.

C. Formal Theoretical Propositions
Following six formal theoretical propositions are formulated based on this dual-phase structural

architecture:

1. Pla: Past Financial Exposure (PFE) and Pre-Retirement Socio-Cultural Obligation (SCO,), are

correlated rather than fully independent antecedents (Gudmunson et al, 2011; Almenberg, et al, 2019).
They are further jointly and positively associated with a priority on protecting savings — Asset
Protection Importance (API).
P1b: Asset Preservation Importance (API) accelerates the attainment of Accumulation Literacy (FKa)
by creating a scarcity-driven “focus dividend” (Mullainathan et al, 2013), boosting the standard
learning channels (like formal education or career experience) through which people typically acquire
saving and investing skills (Lusardi et al, 2007, 2011; van Rooij et al., 2012).

2. P2: Practicing Accumulation Literacy (FKa) over three to four decades, builds deep cognitive
habituation — “accumulation muscle memory”; consistent with evidence that habits operate with strong
automaticity and resistance to change once acquired (Wood et al, 2009). This long-standing saving
mindset creates automatic behavioural resistance towards asset withdrawals during retirement.

3. P3: The structural gap between high Accumulation Literacy (FKa) and low Decumulation Literacy
(FKp) is an essential, but independently insufficient condition to cause Switch Failure (SF). Only when
this literacy gap (FKa/FKp) combines with a high threat mindset around protecting assets (API) does it
trigger significant decumulation paralysis and irrational wealth hoarding, aligning with empirical
evidence that higher overall financial literacy often leads to slower wealth spend-down in retirement
(Bavafa et al, 2025).

4. P4: High Asset Preservation Importance (API), reinforced by ongoing Socio Cultural Obligations
(SCOp), fuels Depletion Anxiety - the immediate emotional trigger tied to fear-centre brain activity
(anterior insula activation) that drives risk-averse financial choices (Kuhnen et al, 2005). However,
Depletion Anxiety alone is not enough to cause Switch Failure (SF); it triggers full decumulation
failure only when paired with the Structural Literacy Gap (FKa/FKp) outlined in P3.

5. P5: Post-Retirement Socio-Cultural Obligation (SCOp), namely bequest motives (Horioka, 2014),
major family milestone funding duties and catastrophic health-care anxieties arising from lack of
universal social safety nets (De Nardi et al., 2010; Observer Research Foundation, 2026), merges
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A.

directly with carried-forward Asset Preservation Importance (API) to form a combined input driving
Switch Failure (SF), rather than acting as an external moderator of an existing API—SF relationship.
(Context: In collectivist settings like India, drawing down principal is mentally coded as a breach of

family duty, so cultural obligations merges directly with safety mindset to propel decumulation

resistance.)

P6a (Antecedent Circuit Breaker): Accumulation-phase Advisor-Mediated Knowledge (AMKa)
reduces the eventual literacy gap (FKa/FKp) at retirement by proactively building Decumulation
Literacy (FKp) well before the retiree actually needs it.

P6b (Decumulation Circuit Breaker): Post-retirement Advisor-Mediated Knowledge (AMKbp),
specifically through dynamic spending guardrails, Systematic Withdrawal Plans (SWPs) and explicit
“behavioural permission to spend” (Guyton et al, 2006), weakens the combined negative impact that
the literacy gap (P3) and Depletion Anxiety (P4) have on causing Switch Failure (SF).

Pé6c (Attitude-Behaviour Bridge): Beyond preventing Switch Failure (SF) from forming; post-
retirement advisor support (AMKp) puts an end to spending hesitancy from turning into actual wealth
hoarding, by turning vague emotional reassurance into concrete action plans that bridge the gap
between intending to spend and actually doing it (Gollwitzer, 1999).

P6d (Role Reversal Imperative): If an advisor fails to shift from an accumulation mindset (AMK,) to
a decumulation mindset (AMKp), their guidance will accidentally reinforce asset hoarding instead of
easing it, worsening Switch Failure (SF). This aligns with evidence that Assets Under Management
(AUM) fee models create a conflict of interest, discouraging advisors from recommending capital
withdrawals (Kitces, 2023).

IX. Implications of the Study
Theoretical Implications: Re-Conceptualizing Financial Capability
This study makes three foundational contributions to behavioural finance, consumer decision-making

and household financial management:

a)

b)

¢)

B.

Bifurcation of the Financial Literacy Construct: By establishing the conceptual duality between
Accumulation Literacy (FKa) and Decumulation Literacy (FKp), this paper breaks from traditional
models (e.g., Lusardi et al, 2011) that treat financial capability as a static trait. High (FKA) built during
working years does not automatically convert into retirement capability; rather, it creates cognitive
inertia that actively inhibits spending.

Formalization of Switch Failure: The study conceptualizes Switch Failure not as an intelligence
deficit, but as a structural habituation failure. It emerges when an (FKA/FKp) literacy gap intersects
with an elevated Asset Preservation Importance. This collective prerequisites structure provides a novel
psychological clarification for the “Decumulation Conundrum” connecting behavioural economics
(loss aversion, mental accounting) with lifecycle consumption theory (Poterba, 2011).

Contextualizing Cultural Amplifiers: By integrating Socio Cultural Obligations into the framework
as an antecedent that directly merges with Asset Preservation Importance, the model shows why
Western individualistic models fail in collectivist environments. In contexts like India,
intergenerational obligations (Dharma) and lack of social safety nets form a single psychological
orientation that intensifies spend-down paralysis.

Advisory and Wealth Management Implications: From Growth to Permission-Giving

For wealth managers, financial planners and independent financial advisors, this framework highlights

a critical structural flaw in current practice: the persistence of an accumulation mindset into post-retirement and
therefore a shift in their roles as follows:

a)

b)

©)

d)

Shift in Advisor Persona: Financial Advisors must transition from asset accumulators (AMKa) to
behavioural circuit breakers (AMKp). Wealthy retirees suffering from Switch Failure need explicit
psychological permission to spend their assets, not just mathematical algorithms.

Structural Reframing of Drawdowns: Advisors must bifurcate between asset liquidation and
“principal erosion” (which triggers acute depletion anxiety) and move towards “engineered monthly
cash flow” using systematic withdrawal plans (SWPs), annuities and bucket strategies (Guyton et al,
2006).

Guardrail-Based Communication: Implementing dynamic guardrail mechanisms like Guyton-
Klinger rules; (Guyton et al, 2006) creates distinct functional boundaries. Reassuring clients that
spending within pre-agreed limits will not compromise longevity; acting as a buffer against Switch
Failure.

Concrete Planning Over General Reassurance: Advisors must recognize that converting permission
into a concrete, written implementation plan, rather than vague verbal reassurance, functions as a
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powerful behavioural lever. Explicit conditional strategies dramatically bridge the gap between merely
having a goal and actually executing it (Gollwitzer, 1999).

C. Policy and Regulatory Implications: Redesigning Financial Inclusion

Current financial literacy campaigns and regulatory frameworks (e.g., OECD/INFE, SEBI) focus
almost exclusively on wealth building, stock market participation and debt management. To mitigate the
looming decumulation crisis, policymakers and pension regulators must widen their scope in the following
directions:

a) Curriculum Overhaul: National financial education strategies must introduce specialized
Decumulation Literacy (FKp) modules targeting individuals aged 50 and above. These programs
should explicitly address sequence-of-returns risk, variable withdrawal methods, tax-efficient
drawdown ordering and psychological management of capital depletion anxiety.

b) Default Decumulation Architecture: Pension Fund Regulators should give directives on automated
drawdown options in Defined Contribution (DC) and private pension products, such as India’s National
Pension System (NPS). Comparable DC-dominant markets provide strong precedent: the UK’s FCA
(2019) introduced mandatory “Investment Pathways” in 2019 and is extending this to mandatory
default retirement income solutions for DC schemes under the UK’s Pension Schemes Bill (UK
Government, 2025), with implementation phased from 2026 through 2028, while Australia's
Retirement Income Covenant (2022) obligates funds to offer default retirement income strategies.
Default Systematic Withdrawal Plans (SWPs) and annuity-laddering structures reduce cognitive
burdens, protecting retirees from choice overload and Switch Failure.

¢) Public Campaign Reframing: Regulators must reshape public messaging. Equating principal spend-
down with irresponsibility reinforces irrational wealth hoarding. Public guidance should instead
champion “healthy utility maximization” as the ultimate economic goal of lifetime savings, aligning
with behavioural retirement literature (Shu et al, 2018).

X. Agenda for Future Empirical Research

As a purely conceptual investigation, this study outlines the theoretical foundations, core construct
definitions, structural framework and formal propositions governing Switch Failure in the decumulation phase.
Translating this conceptual model into empirical testing necessitates a staged research agenda. Paper 2
addresses the first stage — the generation and expert-panel content validation of a psychometric measurement
battery (the Switch Failure Measurement Battery, SFMB) capable of capturing the model’s eight core
constructs. Building on this foundation, Paper 3 will build directly on this content-validated item pool,
conducting a combined pilot-and-confirmatory field study - encompassing exploratory purification, full
psychometric validation and formal hypothesis testing of Propositions Pla through P6d via Structural Equation
Modeling (SEM).

Table 1: Bridging Paper 1 to Paper 3: A Staged Research Program

Paper 1 (This Study) - Paper 2 - Item Generation and Paper 3 - Pilot Testing and Confirmatory
Conceptual Model Content Validation Validation

Formal Construct Item Generation across 8 Core Pilot Testing and Exploratory Factor Analysis
Conceptualization Constructs (EFA)

Dual-Phase Life-Cycle Content Validity Indexing (I-CVI/S- | Preliminary and Confirmatory Reliability
Framing CVI) (Cronbach's a, CR)

Formulation of Confirmatory Factor Analysis (CFA), Convergent
Propositions (P1-P6) | T and Discriminant Validity (AVE, HTMT)
Identification of Structural Equation Modeling (PLS-SEM / CB-
Theoretical Gaps | T SEM) and Hypothesis Testing of Pla—P6d

Future empirical research can be executed by using the following methodological roadmap staged
deliberately across Paper 2 and Paper 3:
A. Item Generation and Expert-Panel Content Validation
Because constructs like Switch Failure (SF), the Accumulation vs. Decumulation Literacy Gap (FKa -
FKp) and Advisor Permission-Giving (AMKp) are novel, subsequent research must construct and validate
formal measurement batteries:
1) Construct Purification: Generate survey items for all eight core constructs, grounded directly in the
formal definitions and boundary conditions mentioned under the Section - Formal Conceptualization of
Core Constructs Across Life Stages.
2) Content Validity Indexing: Establish face and content validity using a panel of subject-matter expert
judges (academicians, financial planners and counsellors/gerontologists), computing Item-Level and
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Scale-Level Content Validity Indices (I-CVI / S-CVI) via Lawshe's (1975) content validity procedure,
and revising or removing items falling below the critical threshold.

No retiree respondents are recruited or surveyed in Paper 2. Pilot testing, exploratory factor analysis, reliability
assessment and confirmatory validation are explicitly reserved for Paper 3, which will take the content-validated
item pool produced here into the field.

B.

)

2)

3)

4

3)

a)
b)

¢)

d)

C.

Paper 3: Pilot Testing, Confirmatory Validation and Hypothesis Testing

Using the content-validated item pool developed in Paper 2, Paper 3 will conduct a single, combined
empirical study spanning exploratory purification, confirmatory validation, and formal hypothesis
testing:

Pilot Testing and Exploratory Factor Analysis: Administer the content-validated item pool to a pilot
sample of urban retirees, conducting Exploratory Factor Analysis separately for each construct to
establish preliminary dimensionality and remove weak or cross-loading items, followed by preliminary
reliability assessment (Cronbach's a > 0.70).

Confirmatory Measurement Validation: Using an expanded field sample, confirm indicator
reliability, composite reliability (CR > 0.70), convergent validity (AVE > 0.50), and discriminant
validity using Heterotrait-Monotrait thresholds (HTMT < 0.85).

Target Sample: Urban retirees aged 60—75 holding sufficient liquid, non-housing financial assets to
rule out absolute poverty as a confounding cause of non-spending.

Sampling Design: Stratified purposive sampling (N = 350 to 400) across Tier-1 and Tier-2
metropolitan hubs in emerging markets (e.g., India) to capture variance in Socio-Cultural Obligations
(SCO), sufficient to support both the pilot EFA stage and the confirmatory CFA/SEM stage.

Model Assessment

Direct Effects ((p - beta): Measures the strength and direction of simple cause-and-effect paths.

The “AND-Gate” Interaction: Confirm that Switch Failure is triggered only when a high literacy
gap (FKa - FKp) and high asset preservation importance (API) occur simultaneously, rather than
sequentially.

Formative Antecedents: Model cultural obligations (SCO) as core components combined directly
with psychological and asset-preservation factors (PFE and API), rather than as a separate background
influence.

Dual Roles of Decumulation Advice (AMKDbp): Test financial advisors' impact as two distinct buffers:

o  Weakening the psychological drivers that lead to Switch Failure (P6b).

e Helping retirees convert positive spending mindsets into actual spending actions (P6c).
Accumulation Advice Effect (AMKAa): Test whether accumulation-focused financial advice actively
widens the gap between saving and spending literacy (P6a).

Explanatory and Predictive Power: Confirm the overall framework’s strength using variance
explained (R?) and out-of-sample forecasting accuracy (Q?).

Qualitative and Experimental Extensions (Within or Following Paper 3)
To complement quantitative SEM modeling, future research can enrich this framework by using the

following approaches:

1.

Behavioural Experimentation: Conduct randomized controlled trials (RCTs) or scenario-based
choice experiments to test how different advisor framing strategies (e.g., framing withdrawals as “SWP
Cash Flow” versus “Portfolio Liquidation™) impact capital depletion anxiety and spending intent.
Longitudinal Studies: Track retirees over their first decade of retirement to observe how the dynamics
between accumulation habits (FKa) and decumulation adaptation (FKp) shifts over time.

XI. Conclusion
The persistence of the Decumulation Conundrum, where affluent retirees refrain from spending their

accumulated wealth, sacrificing personal comfort, represents a major theoretical and practical challenge in
modern consumer finance. This behaviour reflects a mix of psychological friction and rational hedging due to
contextual structural gaps, such as lack of social safety nets. This paper addresses this anomaly by dismantling
the assumption that financial literacy is a static, unidimensional trait. Introducing a dual-phase lifecycle
architecture, the study demonstrates that traditional financial capability programs focus almost exclusively on
Accumulation Literacy (FK4), instilling decades of frugality and saving habits that prove counterproductive in
post-career life.

When retirees enter retirement with high accumulation habituation (FKa) alongside near-zero

Decumulation Literacy (FKp), and this gap intersects with high Asset Preservation Importance (API), they
experience Switch Failure (SF) - a state of psychological paralysis comprising an attitudinal refusal to spend and
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a behavioural failure to execute drawdown plans. This cognitive defect - the Switch Failure is a complex friction
product jointly driven by historical scarcity conditioning (PFE), cognitive safety seeking (API) and Socio
Cultural Obligations (SCO) involving inheritances, family milestones and healthcare security.

Crucially, the framework of this study positions Advisor Mediated Knowledge as a vital behavioural
circuit breaker, operative at two distinct life stages, as an antecedent (AMKa) that builds decumulation skills
much early to retirement to prevent literacy gaps and as a moderator (AMKp) that weakens psychological
drivers of Switch Failure (SF) during transition while translating spending intent into concrete action. To unlock
retirement utility, financial advisors and wealth managers must shift from asset accumulators into architects of
behavioural permission, re-framing withdrawals as “engineered cash flows” rather than “principal erosion”
through SWPs and guardrail rules.

By establishing six formal propositions and outlining a methodological bridge to empirical validation
(Paper 2), this study redefines financial capability boundaries. For policy makers, pension regulators, and wealth
managers, recognizing the structural duality between accumulation and decumulation is no longer merely
academic; it is an urgent requirement for human-centric financial well-being in an aging world.
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