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EXECUTIVE SUMMARY
The Expanding Prosperity Impact Collaborative (EPIC), an initiative of the
Aspen Institute’s Financial Security Program, is a first-of-its-kind, cross-sector
effort to shine a light on economic forces that severely impact the financial
security of millions of Americans, one issue at a time. Over the past 18
months, EPIC has synthesized data, polled consumers, surveyed experts,
published reports, and convened leaders, all to build a more accurate understanding of how income volatility impacts low- and moderate-income
families and how best to combat the most destabilizing dimensions of the
problem. But many questions remain. If income volatility is growing, for
whom? What is driving the trend? Who is most affected? What is the impact
on families? Importantly, how is this persistent and destabilizing trend disrupting and paralyzing other efforts to improve the economic opportunity
and wealth-building of families? And, naturally, what are the kinds of solutions
that can match the size of this challenge?
This new EPIC research brief by Daniel Schneider (UC Berkeley) and Kristen Harknett (University of Pennsylvania) enhances our understanding of
the connections between income swings and family outcomes for hourly
retail workers. These workers are vulnerable to income shocks because
they earn low wages, have changing, often unpredictable schedules, and are
paid hourly. Many experience severe degrees of income volatility on a weekto-week basis, driven partly by unpredictable and unstable scheduling. The
brief presents results from the Retail Work and Family Life survey, a national
survey of service sector workers. The quantitative analysis is complemented
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BACKGROUND
The Expanding Prosperity Impact Collaborative
(EPIC), an initiative of the Aspen Institute’s Financial
Security Program, is a first-of-its-kind, cross-sector
effort to shine a light on economic forces that severely
impact the financial security of millions of Americans.
EPIC deeply investigates one consequential consumer
finance issue at a time.
EPIC’s first issue is income volatility, which
destabilizes the budgets of nearly half of American
households. Over the last year, EPIC has synthesized
data, polled consumers, surveyed experts, published
reports, and convened leaders, all to build a more
accurate understanding of how income volatility
affects low- and moderate-income families and how
best to combat the most destabilizing dimensions of
the problem.
This brief is part of a series that explores highly
promising solutions to income volatility. This report
focuses on shortfall savings, the financial resources
families need to cope with short-term income and
expense volatility. Our hope is that the analysis
that follows will push financial service providers,
employers, and governments to consider ways to help
consumers build this vital buffer against the vagaries
of today’s economy.
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with vignettes drawn from 25 in-depth interviews with San
Francisco Bay-area parents working in retail or food service.
Some of the key findings:

1 Introduction
Tonya, a mother of three and employee at a big box store, is
never sure how much she is going to earn from one week to
the next. Although she is paid a fixed hourly wage, the number

• Income swings are common and sizeable among hourly
workers: In a survey of 6,000 hourly non-managerial
workers employed at 30 of the largest retail and fast-food
companies, half report that their income varies from
week to week. In the month prior to completing the
survey, a typical respondent experienced a 34% difference
between the lowest and highest earning weeks.

of hours she will work in any given week is unpredictable and
outside of her control. As Tonya describes, “I get $10 per hour,
you know, my hours vary. Sometimes I work 8 hours, sometimes I
work part-time hours…next week I’m only working two days…but
then the week right after that I’m working Monday through Friday,
you know, [the hours] go up and down and so does the amount.”
Tonya’s story is documented in a new study, the Retail Work

• Unpredictable schedules are a significant driver of
income volatility: 54% of workers with variable schedules
report week-to-week income volatility, compared to 40%
of those with a regular day schedule.

and Family Life Study, which includes a national survey of
over 6,000 service sector workers and in-depth interviews with
25 working parents in the San Francisco Bay Area. This paper
describes some of the key findings from this study on the pervasive experience of income volatility among those employed

• Volatility is connected to financial insecurity: Workers
who report week-to-week volatility are 20% more likely
to experience financial hardship; those with high levels
of volatility were 12% more likely to have trouble paying
bills. Additionally, workers who reported higher volatility
were less likely to feel confident about their ability to
cope with hypothetical shocks and more likely to turn
to high-cost alternative financial services than those with
steady earnings.

in the service sector as well as widespread consequences of this
income volatility for household economic stability.
By nearly all accounts, income volatility is quite high and has
been rising over the past several decades (Dynan et al. 2012;
Gottschalk and Moffitt 2009). Income volatility is experienced
across the income spectrum but is particularly common and
impactful for low-income households. Workers in the service
sector are particularly vulnerable to unstable income, because
jobs in the service sector are usually paid by the hour and are

Solving for income volatility means reducing it where possible
and helping families manage when they experience volatility.
Governments at all levels, employers, the financial service industry, and, of course, the nonprofit sector have the capacity
to advance a diverse range of potential solutions, and all their
efforts are needed. The EPIC process has identified six solution areas that show promise to reducing the incidence of
income volatility and the negative consequences described
in this paper: predictable scheduling, short-fall savings, hybrid financial products, payroll innovations, unemployment
insurance, and wage insurance. Each solution is described
in more detail – including the role for the private and public sector – in a series of briefs available through the EPIC
website.

often characterized by unpredictable and unstable work hours.
Service sector workers are also particularly vulnerable to hardship when income fluctuates, because making ends meet on low
wages makes it difficult to accrue savings and smooth income.
The new data from the Retail Work and Family Life Study advances our understanding of the contours, causes, and consequences of income volatility for the large and growing number
of workers employed in the service sector. We draw on this
data to describe week-to-week volatility in earnings and in
household income, to show how unstable and unpredictable
scheduling practices drive income volatility, and to examine
how income volatility matters for household economic security. The portrait that emerges shows that work hour and income
instability upset the delicate balance of income and expenses
for low-income households and lead to a range of harmful
consequences. There is a pressing need, then, for solutions
that reduce work schedule instability and that help families to
weather this instability when it does occur.

Income Volatility in the Service Sector: Contours, Causes, and Consequences

2

Recent research shows
that volatility in labor
market earnings is a
large component of
overall income volatility,
and that a major
driver of volatility in
earnings is irregular
work hours.

respects. First, these descriptions combine high income households with the resources to smooth their incomes over time
with low-income households that lack those resources. There is
a need for closer examination of income dynamics for low-income families in particular. Second, these descriptions still elide
even more granular income fluctuations from week to week.
This more fine-grained analysis of week-to-week volatility is
usually not possible with existing data sources. Understanding
week-to-week income volatility is important for low-income
households because these week-to-week fluctuations can affect
a household’s ability to afford basic daily necessities such as
food as well as keep up with other regular household expenses.

CAUSES OF INCOME VOLATILITY
What causes volatility in income and earnings? Volatility is
created both by dips and spikes. Workers who receive yearend bonuses, overtime pay, or raises will experience volatility
in earnings between years and even between months. But, so
will those who see their work hours reduced, who experience a
period of unemployment, or take unpaid leave.

2 Background

Recent research shows that volatility in labor market earnings
is a large component of overall income volatility, and that a

CONTOURS OF INCOME VOLATILITY

major driver of volatility in earnings is irregular work hours

Recent research charts volatility in income and earnings be-

the United States has become more “precarious” over the past

tween years and shows that income volatility from year to year

fifty years. This precarity is manifest in low wages, few fringe

is both prevalent and on the rise (Dynan et al. 2012; Gottschalk

benefits, and of key interest here, irregular and unpredictable

and Moffitt 2009). This important insight on annual income

work schedules. Particularly in the service sector, workers can

volatility has sparked further explorations into the extent of

no longer count on a regular day shift, or even a regular night

income fluctuations from month-to-month. In fact, month-to-

or evening shift. Instead, work schedules are often set by em-

month income volatility is also quite high: According to recent

ployers on short-notice and the hours assigned to workers vary

data from the Survey of Household Economics and Decision-

from day-to-day and the days worked vary from week to week

making (SHED), one-third of all U.S. households report that

(Lambert 2008). These practices, primarily affecting low-wage

their income varies from month-to-month (Federal Reserve

workers, are likely to directly translate into earnings and in-

2016). High rates of month-to-month income volatility are also

come volatility – not just between years or between months,

found in analyses of data from the financial diaries (Morduch

but on a week-to-week basis.

(Farrell and Grieg 2016; Federal Reserve 2016). Employment in

and Schneider 2014; Hannagan and Morduch 2015) and in big
data analyses of one million Chase banking customers (Farrell

The hourly pay and fluctuating hours in low-wage employ-

and Grieg 2016). These multiple data sources and studies re-

ment help explain why prior research has shown that income

veal then that fluctuations in income from month-to-month are

volatility is most pronounced among the households in the

common and are sizeable.

bottom income quintile. In the bottom quintile, 74 percent of
households experienced income fluctuations of 30 percent or

The more granular data on monthly income variation is valu-

more from month-to-month (Farrell and Grieg 2016). Further,

able because many large household expenses, such as rent or

recent research from the SHED suggests that unpredictable and

utilities, are paid on a monthly basis. However, these broad

unstable work scheduling practices may play an important role

portraits of monthly income fluctuations are limited in two

in household income volatility dynamics. Of the one-third of
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respondents who reported that their household income varies

is unique in combining detailed data on work scheduling prac-

from month-to-month, the single most common reason cited

tices, novel measures of income volatility, and a robust set of

for this volatility was an “irregular work schedule.”

indicators of household economic security.2

However, the SHED does not contain other detailed measures

We harness these survey data to document the extent of week-

of work scheduling practices that would allow us to further

to-week fluctuations in earnings and in household income, and

examine this potentially important relationship and map these

to examine which demographic groups experience the most

scheduling practices onto finer-grained measures of volatility.

volatility. We then focus on unstable and unpredictable work

The new data we present extends and fleshes out this useful

scheduling practices as a likely significant determinant of earn-

research by delving more deeply into work schedules, income

ings and income volatility. Finally, we use our survey data to

volatility, and household financial security in the service sector.

trace the consequences of week-to-week income and earnings

CONSEQUENCES OF INCOME VOLATILITY

volatility for household economic security.
We complement this quantitative analysis with vignettes

We saw that income volatility is particularly common for

drawn from in-depth interviews conducted with parents work-

low-income households. The consequences of income volatility

ing retail and food service jobs in the San Francisco Bay Area

are also most pronounced for low-income households, which

between June of 2015 and August of 2016. These interviews

often have few economic resources to buffer income shocks

explored family dynamics related to schedule instability and

(Hannagan and Morduch, 2015). Income fluctuations also pose

unpredictability and income volatility. Interviews were taped,

the largest challenge when they are unpredictable and outside

transcribed, and coded.3

of an individual’s control. All of these conditions – few resources, unpredictable work schedules, and low autonomy – typify
work in the service sector.
While a substantial amount of research describes levels and

4 The High Prevalence of
Week-to-Week Earnings and Income
Volatility in the Service Sector

trends in volatility and begins to identify the causes of volatility, there is much less known about the consequences of income

When hourly, service sector workers experience a change in

volatility for household wellbeing (Aspen Institute, 2016). Pre-

their hours worked from week to week, they also experience a

vious research finds that income volatility has consequences

proportionate change in their earned income. In our study, we

for household economic security, food insecurity, and econom-

capture this earnings volatility by comparing the week when the

ic hardship (Bania and Leete, 2007; Federal Reserve, 2016). Re-

worker earned the least with the week they earned the most

search also suggests that income volatility is linked to adverse

over the past month. Our measure of earnings volatility is the

schooling outcomes for children and worse emotional health

percent difference in highest and lowest weekly earnings in the

among adults (Gennetian et al, 2015; Yeung et al, 2002; Hardy,

past month.4

2014; Prause et al, 2009). However, in general the literature on
the effects of income volatility remains quite thin.

Earnings in the service sector are highly volatile. The typical
service sector worker experiences a 34% fluctuation in weekly

3 The Data

earnings between the lowest and highest earning week in the

The ongoing Retail Work and Family Life Study has collected

typical worker earned as little as $214 and as much as $351 per

national survey data from service sector workers and in-depth

week over the past month – a substantial amount of week-to-

qualitative data from parents working retail jobs in the Bay

week volatility. These fluctuations can create severe hardships.

Area.

Few service sector workers are making more than the bare

month prior to completing our survey. More concretely, the

minimum they need to make ends meet, even in the week they
The survey data were collected in 2016 from approximately

work the most hours. Therefore, a typical worker who is count-

6,000 hourly non-managerial workers employed at 30 of the

ing on making $351 each week can expect to face a shortfall of

largest retail and fast-food companies by revenue. The survey

$137 once a month.
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Box 1

Earnings vs Income Volatility

come as well. There is a striking degree of volatility in respondents’ household income: Half of all respondents report that
week to week, their household income goes up and down.

VOLATILITY FOR WHOM?
EARNINGS VOLATILITY

INCOME VOLATILITY

Fluctuations in an individual
worker’s labor earnings,
including employment wages
self-employment income

Fluctuations in a household’s
income, which captures
income from all earners and
sources

Measured in this study as the
percent difference between
a worker’s earnings in the
highest- and lowest-paid
weeks of the month

Measured in this study as a
binary variable, week-toweek household income is
“basically the same” or “goes
up and down”

Some earnings and income volatility is experienced by nearly all service sector workers but this volatility is not evenly
distributed across workers. There is a very clear difference in
the degree of volatility depending on level of educational attainment, with higher levels of educational attainment having
a stabilizing influence. Among our sample of service sector
workers, 52% of workers with a high-school degree or less report week-to-week variation in household income compared
with 38% of those with a college degree. Although not as large
as these educational differences, we also observe racial disparities in the experience of income volatility: 57% of African
American (non-Hispanic) respondents report week-to-week
household income volatility compared with 50% of Hispanic
respondents, and 47% of white, non-Hispanic workers. Women
experienced slightly more volatility than men. Table 1 presents
these statistics as well as similar patterns in week-to-week volatility in earnings by these demographic characteristics.

Compared with the typical service sector worker, some ser-

5 Work Schedules as a Driving Force
behind Income Volatility

vice sector workers have more stable earnings and some have

Many factors can contribute to week-to-week variation in in-

even more volatile earnings. The workers who were in the top

come and earnings, but work schedules are a key driving force.

quartile in terms of earnings stability experienced less than a

Workers certainly can experience dips and spikes in income

20% swing in their earnings from week to week. In contrast, the

for other reasons such as job churning, raises or bonuses, and

workers who were in the quartile with the least earnings sta-

overtime pay, but the income volatility that stems from work

bility experienced at least a 54% swing in earnings from week

hours that change from week to week is distinctive in being a

to week. Across the board, though, earnings volatility is nearly

source of routine and chronic income volatility that workers

universal in the service sector. Just 4% of workers reported less

contend with week in and week out, rather than just once in a

than a 5% change in earnings from week to week.

while. In short, workers with unstable schedules are subject to
a kind of “routine unpredictability” in their income and earn-

Because earned income is not the only income source for ser-

ings, similar to that described previously for those employed in

vice sector workers, we also examine a second, broader mea-

the health care industry (Clawson and Gerstel 2015).

sure of household income volatility, which captures fluctuations
in income from all sources. To measure household income

In-depth interviews with retail workers in the Bay Area re-

volatility, we asked workers to report whether “week to week

vealed a strong link between unstable work schedules and

your household income is” either “basically the same” or “goes

earnings volatility.

up and down.” Because earned income is a major component
of overall household income volatility, these two measures of

Patricia, a single mother who is employed at a big box store

volatility are closely related, and workers with highly volatile

described the routine ups and downs in her scheduled work

earnings are at high risk of a having a volatile household in-

hours. As she says, “I could be anywhere from literally four to 20
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Given the low wages
and scarce resources
typical among service
sector workers, the vast
majority of working
parents in our study
were unable to save
and had expenses that
required full-time work
hours every week, not
just once in a while.

This uncertainty and fluctuation in the number of scheduled
work hours was typical of the working parents we interviewed.
Involuntary part-time work was a near universal complaint.
The income smoothing that Maria describes – saving some
money from a week she worked 40 hours to cover the week she
could work only 24 hours – would be a good coping strategy.
However, given the low wages and scarce resources typical
among service sector workers, the vast majority of working
parents in our study were unable to save and had expenses
that required full-time work hours every week, not just once
in a while.
From our national survey, we find corroborating evidence that
week-to-week income and earnings volatility is often driven by
scheduling instability and unpredictability. Schedule instability and unpredictability is multifaceted and requires multiple
measures to get a complete picture. From our national survey,
we characterize work schedules along four dimensions:
1) Schedule type: We asked our survey respondents to
characterize their work schedules as either being regular
day, regular night, regular evening or being a variable
schedule or a rotating schedule.

hours a week.” In the lighter weeks, Patricia tries to supplement

2) Advance notice: Respondents report on the amount of

her income with odd jobs. For Patricia and most service sector

advance notice that they have of their work schedules – that

workers, the volatility in work hours is largely outside of their

is how far in advance they generally know when and how

control, and is determined for the most part by the needs and

much they will work (categorized as less than a week, 1-2

directives of employers.

weeks, 2-3 weeks, or 3 weeks or more).

Maria, a mother with four children who was employed at a gro-

3) On-call shifts: Respondents report the frequency with

cery store, also experienced routine work hour instability. Ma-

which they were required to be “on-call” for work shifts in

ria described her weekly schedule from the past month week

the prior month. “On Call” shifts mean that employees must

by week, then summed up: “you never know if you’re gonna work

be available for a work shift if called, but may also not be

40 hours or 24 hours…”

called in.

Maria expressed a willingness to work night or day and kept

4) Cancelled shifts: Finally, we asked respondents to report

her schedule open and available to pick up extra shifts on short

on whether one of their work shifts had ever been scheduled

notice, because she was desperate for more hours and income.

but cancelled in the prior month.

She continued, “it’s been hard because, like I said, they change my
hours every week …. there is no guarantee that they have to give me

The conditions of low-wage work in the service sector vary

my 32 hours. …there’s no guarantee. And they can give me like this

such that some workers experience stability in their schedules,

week coming up they gave me 40 hours. But I don’t know what is gon-

others experience a great deal of instability, and many fall in

na be like my next week so this 40 hours I’m oh okay, I have a little bit

between the extremes. We count up the number of types of

more extra money there but... It probably gonna go down to 24 hours

schedule instability that a worker experiences to create an “In-

so that money that I received the week before I have to save something,

stability Scale.”5 On this scale, 1 out of 10 service sector work-

because I don’t know what’s gonna happen the next week.”

ers enjoy a regular and predictable schedule with 0 types of

Income Volatility in the Service Sector: Contours, Causes, and Consequences
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instability. The large majority of workers – 7 out of 10 - fall in
the middle of the instability scale, encountering 1 or 2 types of
instability. At the high end of the continuum, 2 out of 10 service
sector workers experience 3 or 4 types of schedule instability.

Figure 1

Effects of Unstable and
Unpredictable Work Schedules

We examine the extent to which these four measures of exposure to unstable and unpredictable work scheduling practices

Household Income Volatility by Weeks of Advanced Notice

these scheduling practices and earnings and income volatility

60

by statistically controlling for a rich set of demographic and

50

economic characteristics.6
Our national data show that unstable and unpredictable work

40

% with household
income volatility

30
20

schedules are indeed associated with week-to-week volatility

10

in household income.7 We estimate 54% of workers who have a

0
<1 WEEK

variable schedule report that their household income changes
from week to week, compared with just 43% of workers who
have a regular day schedule. Those who work a regular night

>2 WEEKS

household income. Table 2 isolates the relationship between

1-2 WEEKS

are associated with week-to-week volatility in earnings and in

shift or evening shift also report lower levels of income volatility than those who work a variable schedule. Notably, while
workers with a rotating shift experience variation in hours, in
theory that variation is predictable and these workers experi-

Household Income Volatility by Frequency of On-Call Work

ence less volatility than those with variable shifts. Workers who
receive more advance notice of their work schedules also report

60

lower levels of income volatility – 52% of those with less than

50

30

are also significantly more likely to report household income

20

volatility. Consistent with these results on volatility in overall

10

REGULARLY

work schedules and volatility in earned income.

NEVER

0

household income, we see a similar set of relationships between

RARELY

notice. Workers exposed to on-call work and to cancelled shifts

40

% with household
income volatility

SOMETIMES

one weeks’ notice versus 46% of those with at least two weeks’

There is a very strong relationship between the extent of exposure to unpredictable and unstable scheduling and our two
measures of volatility. Among workers with the most schedule instability, 68% experience income volatility. In contrast,

Household Income Volatility by Cancelled Shifts

among workers with the most stable schedules, just 35% report
week-to-week variation in household income. Schedule insta-

60

bility has a powerful influence on the experience of income

50
40
30

It is important to note that, while these scheduling practices are

20

significantly related to volatility in our data, we also see high

10

levels of income and earnings volatility among service sector

0

workers who have stable and predictable schedules. This vol-

NO

% with household
income volatility

YES

volatility.

atility could come about because other earners contributing to
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household income experience volatility, because of volatility in
income from second jobs or odd jobs, or because of ups and
downs in the receipt of child support, public benefits, or informal support. Although work schedules are an important input

Figure 2

Does your household have
trouble paying bills?

influencing income volatility, there are clearly other factors at
work.

6 Consequences of Volatility
Week-to-week volatility of income and earnings is widespread

Households with
income volatility

among hourly service sector workers and is significantly shaped

39%

71%

29%

NO

by work scheduling practices. What are the consequences of
this income volatility for household economic security? To address this question, we analyze our national data, isolating the
effect of income and earnings volatility on household economic
security after statistically controlling for a large set of demographic and economic controls.8 The results are presented in
Table 3.
Income volatility increases the experience of material hardship

39+61+O
29+71+O
61%

Households without
income volatility

over the past year.9 Such experience of material hardship is

NO

widespread in this sample of the working poor. But, the experience differs significantly by volatility. Respondents who report that their household income varies from week to week are
more likely to experience material hardship (78%) than those
whose income is steady (67%). The chance of experiencing material hardship also rises in tandem with increases in weekly

YES

YES

earnings volatility.10
Respondents dealing with income and earnings volatility are
also substantially more likely to report difficulty paying bills
and making ends meet. 39% of workers who report week-to-

It’s a big difference! That’s $50 for food and I actually um... If I run

week variation in household income had trouble versus 29% of

out of food or something I can go to my church and get food box from

those with more stable incomes. Earnings volatility was also a

them. I can only do it like once a month, but I can do that if I run low.

significant predictor of difficulty paying bills.11

And I have utilized that.” For this mother, there is a clear line
connecting instability in work hours to volatility in earnings

In our in-depth interviews, several respondents reported that

and to household food insecurity.

fluctuating work hours led to trouble paying their rent and
other monthly bills. One working father, employed at a fast

Volatility seems to also shape a more general financial vulner-

food restaurant, described the hard choices that had to be made

ability. Workers who report volatile household incomes also

when his earnings dipped, “if I need to buy [something], I need to

reported being less confident of their capacity to cope with a

think like five times if we need it.”

hypothetical $400 expense shock: 61% of those who experienced volatility reported being uncertain about their ability to

Another respondent, a working mother, described the very

cope against 50% of those who had stable household income.

real consequences of income volatility stemming from variable

We did not though find significant variation in confidence in

hours, explaining “It just depends on my schedule. Sometimes I

ability to cope with an expense shock by the degree of earnings

won’t get 35 I’ll get 32. You know and those 3 or 4 hours...matter.

volatility.12

Income Volatility in the Service Sector: Contours, Causes, and Consequences
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Figure 3

Household Income Volatility
and Financial Vulnerability

more likely to have experienced serious material hardships
over the prior year, more likely to have difficulty paying bills,
and less likely to feel confident in their ability to cope with a
moderate expense shock. These workers are more likely to turn
to alternative financial services like payday loans and pawning.
Our work suggests that recent policy and corporate action to
reduce the use of unstable and unpredictable work scheduling practices could meaningfully reduce income and earnings

a+61+50

volatility. Policy action on scheduling has been led by several

Households with
income volatility

west-coast cities, with San Francisco passing the first legislation to regulate unpredictable scheduling in 2014 and then with
Emeryville, CA and Seattle, WA following suit in late 2016. All

Households without
income volatility

of these ordinances aim to reduce the unpredictability, and so

0%

10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

% not confident of ability to cope with an emergency

perhaps also the variability, of work schedules by requiring
large companies in the service sector to provide two weeks
of advanced notice and to provide “predictability pay” when
schedules change within two weeks of the shift. Because of the
strong evidence linking schedule instability to income volatility, recent local ordinances that improve schedule instability
can be expected to reduce income volatility at the same time.
Alongside these legislative changes, some companies are also
beginning to change their scheduling practices, with Walmart
announcing that it will offer all Associates the opportunity to
work a regular fixed schedule. These changes seem likely to be
important, if partial, solutions to the problem of income and

In the face of regular expenses, income and earnings volatility

earnings volatility.

present households with the need to somehow smooth consumption. One way households may do so is through the use of

Our results also show that workers who experience income and

alternative financial services (AFS) loan products such as pay-

earnings volatility are more likely to turn to alternative finan-

day loans or pawnshops. We find that 24% of respondents who

cial service providers like payday lenders and pawn brokers,

report week-to-week volatility in income report using a payday

presumably to smooth consumption in the face of volatile in-

loan or pawn shop in the past 12 months against 18% of those

comes. Solutions that could provide lower cost ways to satisfy

with stable incomes week to week. We also find a significant

this financial function could also be valuable. In this domain,

gradient in AFS loan product use by earnings volatility with

FinTech innovations such as Even, Digit, and Active Hours that

just 19% of those with the most stable earnings reporting use a

help workers smooth erratic incomes may mitigate some of the

payday loan or pawnshop against 25% of those whose earnings

harms of volatility.

were most variable.13
When assessing the financial well-being of America’s work-

7 Conclusions

ing families, this paper adds to a growing chorus calling for

We find widespread income and earnings volatility among

stability and volatility in income streams. The Retail Work and

service sector workers. This volatility plays out on a weekly

Family Life study shows that income volatility is prevalent and

basis and we find that exposure to unstable and unpredictable

consequential for working families in the service sector, and

scheduling is a significant determinant of this volatility. More-

that work schedules play an important role in driving this in-

over, workers who experience week-to-week volatility in their

come volatility, and therefore represent an important avenue

incomes and earnings are more financially insecure. They are

for crafting solutions.
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Table 1

Income and Earnings Volatility by Individual Characteristics
Week-to-Week Volatility in Household Income

Percent Variation in Weekly Earnings in Past Month

Male

47%

0.39

Female

50%

0.37

High School or Less

52%

0.39

Some College

47%

0.38

BA or More

38%

0.36

White, Non-Hispanic

47%

0.33

Black, Non-Hispanic

57%

0.40

Hispanic

50%

0.36

Other or Multi-racial

46%

0.33

GENDER

EDUCATION

RACE / ETHNICITY
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Table 2

Income and Earnings Volatility by Work Scheduling Characteristics
Week-to-Week Volatility in Household Income

Percent Variation in Weekly Earnings in Past Month

Variable

54%

0.40

Rotating

48%

0.37

Regular Day

43%

0.36

Regular Evening

39%

0.38

Regular Night

45%

0.36

Less Than 1 Week

52%

0.39

1-2 Weeks

47%

0.39

2 Weeks or More

46%

0.35

Often

56%

0.42

Sometimes

54%

0.41

Rarely

47%

0.38

Never

45%

0.36

Yes

58%

0.42

No

47%

0.37

0

35%

0.31

1

43%

0.36

2

52%

0.39

3

60%

0.43

4

68%

0.47

SCHEDULE TYPE

WEEKS OF ADVANCE NOTICE

FREQUENCY OF ON-CALL WORK

SHIFT CANCELLED

INSTABILITY SCALE
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Table 3

Financial Insecurity by Income and Earnings Volatility
Household
Material Hardship

Difficulty
Paying Bills

Not able to Cope with
$400 Expense Shock

Use of AFS
Credit Product

72%

34%

55%

21%

Varies Week to Week

78%

39%

61%

24%

Stays the Same

67%

29%

50%

18%

0.05

0.70

0.32

0.54

0.19

0.25

0.71

0.33

0.55

0.20

0.45

0.73

0.34

0.56

0.22

0.65

0.74

0.35

0.56

0.23

0.85

0.76

0.36

0.57

0.25

MEAN FREQUENCY
HOUSEHOLD INCOME VOLATILITY

INDIVIDUAL EARNINGS VOLATILITY
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ENDNOTES
We are grateful to the Washington Center for Equitable Growth, the Hellman Fund, the Institute for Research on Labor and Employment, and the
Berkeley Population Center for generous financial support.
1

The Retail Work and Family Life Survey (RWAFLS) data is a non-probability sample survey. The data are collected by using the sophisticated targeting
capabilities of Facebook.com. Eligible respondents are identified based on the name of their employer as recorded on Facebook profiles. The Facebook
advertising platform is then used to deliver targeted recruitment advertising to eligible users. The advertisements name the users’ employer and invite
the user to take a short survey. Users who click on the advertisement are routed to an online survey hosted through Qualtrics. After consenting to
participate, users self-administer the survey and report on scheduling practices, household economic situation, demographics, health and wellbeing, and
parenting behaviors. The resulting data include responses from workers at 30 large retail companies. While Facebook use is now widespread (Pew, 2015),
it is certainly possible that these data might over-represent some subgroups. We post-stratify the data by industry, age, race/ethnicity, and education and
re-weight to benchmark the RWAFLS data to the 5-year American Community Survey (ACS) file. We have responses from employees of 30 companies
in the data. However, the individual responses are not in exact proportion to the relative size of each company by employment. We calculate each
company’s total employment using data from Hoovers and Reference USA and then we further adjust the weights to account for discrepancies between
the actual composition of employment and representation in the survey data.
2

We conducted 25 in-depth, semi-structured interviews with parents residing in the San Francisco Bay Area in the summers of 2015 and a combination
of follow-up interviews and first interviews with working parents in 2016. We recruited parents who were currently employed and paid on an hourly
basis and worked in the retail or fast-food industries in San Francisco and the East Bay through advertising on the website Craigslist.com, referrals, and
in-person recruitment in stores. A small number of workers in our study worked for employers who were covered by the San Francisco ordinance. The
semi-structured in-depth interviews lasted from one to two hours. Interviews were transcribed, then read by multiple research team members, who
identified a set of key analytic themes that captured the underlying norms, understandings, tensions, and confusions expressed in the interviews.
3

We use data on the number of hours respondents reported working in the week with the fewest hours and the number of hours worked in the week
with the most hours in the prior month. We then multiply each weekly hours estimate by the respondent’s hourly wage, and then calculate the percent
difference. We bottom code hourly wage at the federal minimum and top-code hourly wage at the 99th percentile in the data.
4

A score of 0 on the instability means that the worker has a regular day, night, or evening schedule type; at least two weeks advance notice of his/her
work schedule; does not work on-call shifts; and has not experienced cancelled shifts. A score of 4 on the instability scale means that a worker has a
variable or rotating schedule type; less than two weeks advance notice of his/her schedule; works on-call shifts; and experienced shift cancellations.
5

We estimate two regression models – a logistic regression model with household income volatility as the outcome and an OLS regression model with
earnings volatility as the outcome. The models include controls for race/ethnicity, education, age, gender, any children, school enrollment, marital status,
nativity, annual household income, tenure at current job, and usual work hours. The models are restricted to cases with complete data on all variables.
Each model is weighted to the industry composition by age, education, and gender derived from the American Community Survey and adjusted for the
size of the employer in terms of number of US Employees. We first estimate models that include all four scheduling variables in addition to the controls.
We then estimate models that include the additive index of exposure to schedule unpredictable and instability in addition to the controls. In each
instance, we calculated the predicted values of the outcome across observed values of the key predictors. We report these predicted values in Table 2.
6

All of the comparisons that we highlight, between variable schedule type and other types, between less than 1 week of notice and more notice,
between working on-call shifts frequently or sometimes versus less often, and between having a cancelled shift and not are significant at p < 0.001 levels.
The only exception is the comparison between variable and regular evening schedules in predicting variation in earnings, which has a p-value of 0.054.
7

We estimate a set of logistic regression model to predict household economic hardship, difficulty paying bills, confidence in ability to cope with an
expense shock, and use of AFS loan products as a function first of reported household month-to-month income volatility and then, in a second set
of models, substitute earnings volatility as the key predictor. As in the previous models (fn 4), we include a set of demographic and economic control
variables, weight the data to the ACS estimate of industry composition and employer size, and present predicted probabilities in the table.
8

The variable is coded as “1” if the respondent reports experiencing any of 7 situations and “0” if none were experienced: (1) going hungry, (2) using
a food pantry, (3) having utilities shut off for non-payment, (4) needing informal financial assistance from family or friends, (5) moving in with family or
friends because could not afford housing, (6) living in a shelter because could not afford housing, or (7) deferring needed medical care because of the
cost.
9

The relationship between household income volatility and hardship is significant at p < 0.001 and the relationship between earnings volatility and
hardship is significant at p < 0.01.
10

The relationship between household income volatility and difficulty paying bills is significant at p < 0.001 and the relationship between earnings volatility
and difficulty paying bills is significant at p < 0.10.
11

The relationship between household income volatility and confidence in the capacity to cope with an expense shock is significant at p < 0.001. Earnings
volatility is not significantly related to confidence.
12

The relationship between household income volatility and AFS use is significant at p < 0.001 and the relationship between earnings volatility and AFS
use is significant at p < 0.01.
13
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