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INCOME VOLATILITY
undermines every
investment in education,
public health, and

economic development,
chipping away at what
would otherwise be
positive returns.

Traditionally, grantmakers have focused on workforce development and upskilling as part of economic mo-
bility strategies for low-wage workers. However, as work has evolved and jobs look more different than
ever, it is critical to understand the impact of these changes on income—predictability, variability, and

frequency—and how this affects the opportunity for mobility.

This problem is not the same as income insufficiency, or
simply the story of stagnating wages over the last few de-
cades. These same workers are experiencing low-wages
coupled with major week-to-week and month-to-month
fluctuations in their income. When this volatility is com-
bined with a general lack of upward mobility, the results
are toxic: high-interest debt, unstable housing, and food
insecurity, among other destabilizing effects. Income
volatility combined with wage stagnation helps explain
the precarious position many families find themselves
in today.

And while volatility makes it harder to manage cash flows
and can trigger demand for high-cost financial credit prod-
ucts, it also seems to have serious downstream effects on
the health and education outcomes of children.” Essentially,
income volatility undermines every investment in educa-
tion, public health, and economic development, chipping
away at what would otherwise be positive returns.

This paper will help grantmakers understand the enormous
challenge income volatility presents in our country and will
present an array of strategies for philanthropy to leverage
both investments and leadership to empower families to
protect themselves from volatility’s worst effects. Drawing
on 18 months of research, convenings, expert surveys, and
stakeholder engagement, this brief identifies the constella-
tion of the most promising solutions that need champions,
resources, and acceleration. Because of the complexity of
income volatility, there is a unique role for philanthropy to
deploy not only investments, but also to leverage its influ-
ence and convening power.

The Aspen Financial Security Program (FSP) spent
18 months deeply analyzing this volatility through
a new knowledge-synthesis process called the
Expanding Prosperity Impact Collaborative (EPIC).
The findings—and research from many other
sources—paint a dark picture:

¢ 22% OF INDIVIDUALS experienced some unusu-
ally high- or low-income months, and an addi-
tional 10% reported their income often varies
“quite a bit” from one month to the next, accord-
ing to respondents to The Federal Reserve’s 2016
Survey of Household Economics and Decision-
making (SHED).?

¢ A YEARLONG STUDY of low- and moderate-in-
come households revealed that the households
experienced on average five out of 12 months
with achangeinincome of over 25% (roughly split
between rises and falls), according to The U.S.
Financial Diaries.?

¢ FOUR IN 10 INDIVIDUALS saw more than a
30% month-to-month fluctuation in income
between 2012 and 2014, according to the JP
Morgan Chase Institute.*
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INCOME VOLATILITY has
become “the new normal”
for many families—
particularly for low- and
moderate-income families.

UNDERSTANDING INCOME VOLATILITY

WHAT IS INCOME VOLATILITY?

Income volatility is usually defined as the variance of in-
come—meaning the amount of divergence from the av-
erage. In most cases, we are interested in looking at the
number of substantial spikes and dips of income over
a given period to assess the effect on a household’s finan-
cial life.

Analysis of the evidence base suggests that much of
the volatility is driven by the labor market, especially
irregular schedules for hourly workers.® Volatility seems
to hit younger, single-parent families of color harder
than others.®

There is evidence that income volatility has become “the
new normal” for many families—particularly for low- and
moderate-income families—over the past two decades.’
Research over the past three years confirms this.®2 Given
these facts, it is not surprising that 87% of EPIC expert
survey respondents consider income volatility to be a
major or critical problem facing the country.® House-
holds themselves are also concerned: When EPIC polled
consumers about the issue, 82% said that income volatil-
ity had a somewhat or very harmful effect on them and
their community."

Expense volatility also exacerbates the impact of income
volatility. Recent research from the JP Morgan Chase In-
stitute finds that households experience surprisingly in-
tense month-to-month fluctuations in expenses. Families
earning the median income experienced month-to-month
fluctuations that were equivalent to nearly 30% ($1,300) of
their total average expenses.” It is easy to see how de-
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stabilizing this could be: $1,300 is roughly equivalent to
many families’ rent or mortgage payments. The report de-
termined that each year, nearly 40% of households make at
least one “extraordinary”'? high payment related to medi-
cal care, taxes, and cars. The report also made clear that
households up and down the income ladder often strug-
gle with both income and expense volatility, and that the
spikes and dips do not align, making it extremely difficult
to budget, plan for the future, and manage new financial
challenges with existing resources.

WHY DOES INCOME VOLATILITY MATTER?
These swings in both income and expenses matter. Income
volatility exacts financial and non-financial costs with both
immediate and long-term consequences:

+ Volatility has been found to delay and disrupt important
household consumption, including paying bills late and
even foregoing necessary medical care.™

+ Volatility increases the risk of experiencing food insecu-
rity."

¢ Month-to-month volatility can endanger a household’s
ability to access safety-net programs.™®

¢ Fluctuation can lead to utility disruptions and housing
instability.'®

¢ There are also volatility-generated expenses such as late
fees and higher financial transaction and credit-servic-
ing costs."
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PARENTS facing
economic instability

can be less involved
and less consistent in
childrearing.

¢+ Economically unstable households, including those who
experience income volatility, tend to use alternative
financial services at greater than average rates, expos-
ing them to the risks of expensive, sometimes unsafe
and predatory credit that leads to their own destabiliz-
ing consequences.™

The research cited above makes clear that income volatil-
ity has significant negative impacts that reach far beyond
the family’s finances. Volatility undermines feelings of fi-
nancial security, generating stress, anxiety, and even de-
pression. It is cognitively taxing and can cause pessimism
about the future and a lack of future orientation. Of par-
ticular concern are harmful non-financial effects of income
volatility on children. Initial evidence suggests that par-
ents facing economic instability can be less involved and
less consistent in childrearing.’” Children whose parents’
health and educational attainment have suffered due to fi-
nancial insecurity often face challenges such as behavioral
problems, reduced mastery of skills, and low self-esteem
that can hinder their own education. As is the case with so
many aspects of poverty and financial insecurity, this can
contribute to the generational transmission of poverty. Af-
fected children may see reduced earnings and experience
volatility themselves.?

Moreover, this kind of widespread, persistent income
volatility adversely impacts the community. The Urban In-
stitute completed a recent study estimating the costs of
household financial insecurity on the health of cities over-
all.2" Urban’s key finding is that families facing one of three
income disruptions—an involuntary job loss, a health-
related work limitation, or an income drop of 50 percent
or more—are more likely to be evicted, miss housing and
utility payments, and/or receive public benefits??>—results
that were also found in previous research.?? Obviously,
these results have ripple effects on city budgets and com-
munity development. For example, households experienc-
ing income volatility are more likely to be evicted,?* which
can lead to greater municipal spending on housing assis-
tance, homelessness prevention and rehousing, and other
anti-poverty programs. Property tax revenue can dip if too
many homeowners or landlords struggle to make mort-
gage payments. Cities with publicly owned utilities could
also take a financial hit when their citizens miss payments,?®
as Detroit did in 2014. The city faced national outrage over
its decision to shut off thousands of mostly low-income
households’ water in an attempt to collect more than $90
million in unpaid utilities bills.?® Given the percentage of
Americans who are experiencing volatility, no community
is immune.

INCOME VOLATILITY can have serious repercussions that

can harm entire communities and future generations.
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WHAT ARE SOME OF THE DRIVERS OF INCOME VOLATILITY?

There are three main drivers of income volatility: instability
and unpredictability in earned income, changes in income
from public benefits, and changes in household income
caused by changes in household structure.

A number of indicators point to scheduling instability—
fluctuations in hours worked—as one of the top causes of
income volatility:

Of those who self-reported volatile monthly incomes in
a recent survey, 40% blamed an irregular work schedule
for the swings.?”

An analysis of banking records found that, for nearly
one in four jobs, paycheck amounts varied by more than
30% paycheck to paycheck. This within-job variation in
pay explains 86% of the month-to-month variation in la-
bor income.?®

Between 1971 and 2008, annual variability in hours
worked has risen hand-in-hand with—and helps ex-
plain—the rise in income volatility.?®

Week-to-week variation in hours and working a variable
or rotating schedule are significantly related to higher
income volatility.°

Three-quarters of EPIC’s panel of experts identified ir-
regular hours as one of the three most significant causes
of income volatility, by far the most popular choice.*

Modifications of benefit structures and eligibility require-
ments in recent decades have also made transfer income

DRIVERS OF INCOME VOLATILITY
CHANGE IN

HOUSEHOLD
STRUCTURE

UNSTABLE
EARNINGS
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more volatile. Unemployment insurance coverage has
been diminished, and it does not adequately assist those
with the most fluctuating earnings (such as part-time and
seasonal workers).® The 1996 Personal Responsibility and
Work Opportunity Reconciliation Act that “ended welfare
as we know it” shifted many low-income families from the
relative stability of monthly benefits to the variability of
labor income supported by tax credits and other work-
based assistance.®

Changes in family structure can certainly cause harmful
disruption and volatility in income flows. A wage earner
may leave the family due to divorce or death. Even wel-
comed household events—such as marriage or birth—can
destabilize income and expenses. As children grow up and
parents age, family care needs can shift—often unpredict-
ably—and affect earnings.

Recent research has documented the increasing severity
of month-to-month fluctuations in income over the past
decades.?* While the proportion of families experiencing
income volatility somewhat increased, it has become a
much greater challenge for those families to manage. Fur-
thermore, experts expect both the proportion and severity
of income volatility to increase over the next decade.® In
combination, these studies tell a consistent story: Income
volatility is a widespread problem in the United States, and
the household-level financial instability it creates can have
serious repercussions that can harm entire communities
and future generations.
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A SOLUTIONS FRAMEWORK AND

THE IMPORTANT ROLE FOR PHILANTHROPY

The experience of persistent income volatility undermines families across a range of issues from
food security, physical health, and child educational success, to short-term financial health and
long-term financial security. It is a complicated problem requiring more than one strategy and
cross-sector leadership to both prevent the incidence of volatility and to mitigate its effects when
it does occur. Importantly, while grantmakers can and should invest in more traditional kinds of
activities—piloting financial service products, piloting/supporting social service programs, and
supporting research—leadership is also needed to build collaboration across silos to see increased
commitment to this issue. Income volatility is not just for “asset-building” funders. There 1s an
Important opportunity to connect funders focused on workforce, education, health, and community

development given the cross-sector nature of income volatility.

UNDERSTANDING THE SOLUTIONS

While 83% of EPIC experts surveyed expect income
volatility to increase over the next 10 years,* our re-
search has identified key solution areas that can go a
long way toward mitigating and solving the problem.
The solutions focus on:

1. creating more stable employment opportunities for
lower-wage workers

2. improving the social safety net to help workers
when they experience shocks

3. creating a marketplace with financial products and
services designed to relieve liquidity crunches.

The current strategies for managing income volatil-
ity are proving unavailable or inadequate for those
most negatively affected. Low- and moderate-income
households need a better tool kit. The table (pg 8-9)
presents a cross-sector framework that explores solu-
tions along a spectrum that ranges from strategies to
directly reduce income volatility to those that mitigate
its impact. For each of the three main categories of
identified strategies—those that support stable em-
ployment, access to a high-quality social safety net,
and ensure consumers’ liquidity—we identify poten-
tial roles for employers, financial service providers,
and government. In considering the framework, it is
also important to recognize that solutions may not

need to exist in isolation from each other. For a low-
wage, part-time employee, for example, predictable
job scheduling practices would reduce their level of
income volatility but, for any given household, may
be interdependent. For example, in order for a worker
to find a new, more stable job, he may need access to
government benefits or personal liquidity to afford the
requisite training or job search effort and to pay for
basic household costs.

Not explicitly present in the framework is the role the
households experiencing income volatility should
assume. This reflects neither a denigration of their
agency nor an abdication of personal responsibility.
Households will inevitably be the ones making deci-
sions about managing volatility. But one of the most
problematic elements of the current economic envi-
ronment is that those with the fewest resources are
bearing an increasing level of risk and responsibility
that used to be shared more evenly with employers
and the government. Economist Jacob Hacker has
called this the “great risk shift,”%” and others have
documented its impact on higher education,® health
care,® and retirement security.*® The institutional ac-
tors identified in the framework can, and must, do
much more, and philanthropy can do much to spur
action by those actors.
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STRATEGIES

& GOALS

OPTIONS FOR SOLVING INCOME VOLATILITY

PROMISING
INTERVENTIONS

EMPLOYERS

POTENTIAL FOR

PRIVATE
INDUSTRY

GOVERNMENT

Wage
Insurance

products are
available, partner
with providers

to make them
easily available
to all workers,
potentially
through payroll
deductions

and insurance
companies can
develop private
market insurance
products that bridge
the gap when
workers’ earnings
are reduced (e.g.,
SafetyNet)

Technology Update federal,
STABLE Experiment companies can state, or local labor
EMPLOYMENT: with new, more better integrate law to require more
Regular hours, predictable worker-friendly worker preferences advance notice and
predictable Scheduling approaches to and advance notice compensation for
earnings, scheduling (e.g., into workforce last-minute changes
and generous Belk, Macy'’s, management (e.g., Retail Workers’
benefits Walmart) software (e.g., Bill of Rights in San
Workjam, Shyft) Francisco)
Financial
Hire more institutions
workers on a and insurance Reform the
full-time basis, companies can unemployment
Unemployment and as regular develop private insurance program
Insurance Reform | employees rather | market insurance to increase coverage
than contractors products that pay rates and make
to ensure their out when workers benefits portable
coverage lose jobs (e.g.,
SafetyNet)
SAFETY NET:
Easily
accessible
social programs
that are
designed for
volatile incomes
. Financial :
Where private institutions Implement pilots to

test the feasibility,
affordability, and
scalability of a
wage insurance
program (e.g., U.S.
state reemployment
bonus experiments,
Canada’s Earnings
Supplement Project)
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STRATEGIES

& GOALS

LIQUIDITY:

High-

quality cash
management
tools, including
savings, credit,
and insurance,
for smoothing
income and
consumption

PROMISING
INTERVEN-
TIONS

EMPLOYERS

Offer instant

pay or payroll
advance services,
which provide a
low-cost financial
bridge for workers

POTENTIAL FOR

PRIVATE
INDUSTRY

Payroll and
financial
companies can
allow for ready
access to already
accrued pay, as
well as seamless
payroll deduction

GOVERNMENT

Require more
frequent paydays

or extra paychecks
during high-
expenditure months,
nudge industry to
accelerate payment

CEVEL struggling to (o [y 5o CERin transfer time (e.g
lEUclet meet expenses expenditures (e g, state laws on pa.ly.’
(e.g., Lyft, Uber, PSEVIE ITnEInetel frequency, Federal
Goodwill of Flemsige Reserve’s regulation
Silicon Valley, SOOI, of ACH transfers
Catholic Cha;ities AT VTS, Mexico’s require;i
of Fort Worth) VWEEACRR] extra paycheck for
DoubleNet Pay, Christmas)
Painless 1099,
EarnUp)
Recognize the Reform regulatory
value of helping .. landscape to allow for
workers save Use automaticity automatic enrollment
not just for it (18005 in more contexts
retirement and DS eI O npdges incentivize non- ,
large health care O3] AR retirement savin
Shortfall 8 attractive and &

Savings Tools

expenses, but
also short-term
needs (e.g.,
Partners of United
Way of Greater
Austin, Levi
Strauss & Co.)

accessible to

all (e.g., Chime,
Bank of America’s
“Keep the Change”
program)

reconsider asset limits
in public benefit
programs, and serve

as account provider of
last resort (e.g., sidecar
accounts, Financial
Security Credit)

Hybrid
Financial
Products

Partner with
financial product
providers to

make hybrid
products available
to employees,
particularly
through payroll
services

Put users at the
center of design
processes rather
than starting
with categories
of product
regulation. Focus
on improving cash
flow problems
and mitigating
risk. Partner
with regulators
to support
innovation (e.g.,
Even, Digit)

Build flexible
regulatory initiatives
to foster private-sector
innovations that
benefit consumers but
may challenge existing
regulatory structures
(e.g., CFPB’s Project
Catalyst, OCC’s Office
of Innovation)
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THE ROAD AHEAD AND THE ROLE OF PHILANTHROPY AND INVESTORS

Income volatility undermines the primary goal shared by
many of us in the assets field: prosperity for all families.
Moreover, it threatens the critical work of our colleagues
that are trying to increase economic mobility through
workforce development, education, health care, affordable
housing, and food security. This issue demands not just
our attention, but also the commitment and investment of
a cross-section of leaders. Not only do grantmakers have
a critical role in investing in promising solutions and un-
derstanding their effectiveness, but they also can increase
awareness of income volatility and build more support
from fellow grantmakers, community leaders, business
leaders, and policy-makers to embrace and take action on
solutions.

This section of the brief begins with an overview of strate-
gies for grantmakers of all kinds to consider, followed by
deeper explorations of the options for grantmakers operat-
ing at the national, state, and regional/local levels, as well
as opportunities for impact investors. Clearly, there is no
perfect way to organize these ideas; some national funders
may and should consider how to invest in the solutions
presented for local funders and vice versa. Solutions tar-
geted to the state, local, and regional levels may be a good
fit for funders working at many points along that spectrum.

RECOMMENDATIONS FOR ALL FUNDERS

Regardless of what type of funder or investor you are, there
are various ways you can leverage your role in the com-
munity and your grantmaking to increase the visibility and
understanding of this issue to reduce income volatility:

SEEK COLLABORATION ACROSS SECTORS. Better managing
income volatility will require a holistic approach that com-
bines product innovation and policy reform, prevention
and mitigation, and labor and financial services interven-
tions. This brief has identified focal areas for this needed
innovation, and it provides a solutions framework for ana-
lyzing who is best positioned to act and what promising
practices those actors can pursue. To truly make progress,
grantmakers will need to both model collaboration and in-
vest in collaboration across sectors, foundation portfolios,
and grantees. Importantly, grantmakers have deep con-
nections to many of the stakeholders in this issue—em-
ployers, financial institutions, and policy makers. An im-
portant role for funders is to engage these stakeholders in
the issue of and solutions for income volatility and build
their leadership for action.

INVESTING IN ADVOCACY CONTINUES TO BE CRITICAL. Some
of the solutions require systems change. To fully realize
that, investing in policy advocacy is crucial. For income
volatility, the policy change needed may be at the local
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level (predictable scheduling), state level (wage insurance,
unemployment insurance, scheduling, financial regula-
tion), or federal level (wage insurance, unemployment in-
surance, financial regulation). This policy change is quite
possible given the success that has already been seen.
Funders can invest with their dollars in advocacy organiza-
tions and with their voice—leveraging their own power-
ful and influential position to call for specific policies and
more attention to this issue.

REASSESSING IMPACT METRICS FOR GRANTS. Given the un-
dermining nature of income volatility, grantmakers will
need to manage expectations around impact and be more
patient and realistic about the time horizon for real change
for families. For example, what is a realistic expectation
for a savings pilot when half of the families work in jobs
with significant income volatility? Similar questions can be
asked across a range of investments from health and edu-
cation to community development and economic mobility.
Grantmakers should be working with their grantees across
sectors to consider how programs and products might
be adapted to account for income volatility and to mea-
sure the incidence of income volatility with their clients/
customers. What updates to program design are needed?
How are grantees understanding the household experi-
ence from families themselves? Without losing the bigger
picture of shared prosperity, where do grantmakers and
grantees need to pivot and consider reprioritization given
these trends?

NATIONAL GRANTMAKERS

Funders with a national focus can help advance policy and
product innovation by funding product testing and state,
local, and regional policy innovation, and then proactively
broadcasting what they have learned to influence policy
and market practices at a national level. Several areas ripe
for investment include:

SHORTFALL SAVINGS. Short-term savings has been the sub-
ject of academic and applied research for decades. Though
there is, of course, still more that we can learn (in particu-
lar, how to calibrate product design to appropriately bal-
ance savers’ liquidity needs and preferences), there is an
urgent need for engagement from both public and private
sector efforts to encourage and promote both short- and
long-term savings. Several opportunities include:

¢ Pilot hybrid solutions that build “sidecar savings”*' op-
tions into existing retirement systems.*

¢ Fund policy advocacy aimed at eliminating asset limits
in public benefits programs that can prevent low- and
moderate-income families from saving.
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¢ Support innovation that helps families build emergency
savings through experiments with new kinds of employ-
er and/or government incentives.

¢ Launch an educational campaign around these issues,
supporting the development of coalitions of families,
legislators, employers, financial service companies, reg-
ulators, and researchers necessary to make meaningful
policy change.

¢+ Flexible Paydays/Advance Payment. Though pay ad-
vance products show a lot of promise, we know very
little about how effective they are at reducing the need
for short-term, high-interest loans, or even if workers
themselves prefer a lump-sum payment to more fre-
quent paydays. Most of the limited research on these
empirical questions actually comes from the develop-
ing world, but it may not be appropriate to extrapolate
those results to the U.S. context. Given this uncertainty,
funders should consider partnering with researchers,
pay advance companies, and employers to test products
in the field.

PAYROLL INNOVATION. Other potential innovations in the
payroll space could also benefit from experimentation. For
example, identifying and working with a large employer
(or gig economy firm with independent contractors) that
would be willing to experiment with front-loaded pay-
checks (ensuring that workers get more of their monthly
pay earlier in the month when most fixed expenses are
due) or automatic enrollment in payroll deduction emer-
gency savings accounts would be instructive to the field.*®

REGULATORY INNOVATION. For these new types of prod-
ucts to be successful, regulators must be on board and
prepared to resolve conflicting rules. Many hybrid finan-

cial products* combine features that are regulated quite
differently, such as savings and credit, which are subject
to separate federal regulations. States take very different
approaches to regulating financial firms as well. To over-
come these silos, funders should consider playing the
role of capacity-builder and collaboration-facilitator.*® This
could mean hiring—and paying—technologists to serve
as fellows in regulatory agencies, establishing academies
or agency exchange programs that teach regulators about
new categories of financial products and financial technol-
ogy, or holding forums at which regulators would be able
to share information and interact with market innovators.

WAGE INSURANCE. Wage insurance is a product or pro-
gram that helps laid-off workers who take new, lower-pay-
ing jobs by replacing a proportion of their lost income. The
idea of wage insurance is still in its infancy, with many out-
standing questions about design, funding, and political ap-
petite. While a full-fledged wage insurance program would
require government backing, there is plenty of room—and
great need—for innovation in the private sector.*® Collabo-
rations between large funders are needed to provide the
kind of capital essential for design, testing, and evaluation
to better understand how to build this into national policy.

QUALITY JOBS. Ultimately, reducing the prevalence of in-
come volatility requires improving job quality. There are
many components to a quality job, but as it relates to in-
come volatility, the predictability of one’s schedule at work
is of critical concern. When EPIC’s expert panel was asked
to pick the best possible use of resources in the near-term
to address volatility, 64% picked “demonstrating the value
of reduced volatility to employers,” by far the most popu-
lar choice.” Moreover, some of the largest victories to date
have come through changes in employers’ policies. Some
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GRANTMAKERS PLAY A CRITICAL ROLE investing in

promising solutions, while also increasing awareness

of income volatility and building support from funders,

community leaders, business leaders, and policy-

makers to embrace and take action on solutions.

employers have genuinely altruistic motives, others are
convinced of the business case, and others are responding
to worker organizing or bad press. Whatever their reasons,
employers are critical. Grantmakers can use their con-
vening power and networks to engage more employers
in this issue and invest grant dollars to help analyze and
demonstrate the return on investment for employers. As
part of this, funders can also raise up the powerful voice
of workers and help support their own leadership in mak-
ing change.

STATE GRANTMAKERS

In part due to the deep political divisions that characterize
national politics and policymaking today, there are abun-
dant opportunities to address income volatility at the state
level. State-focused grantmakers can play a critical role in
funding policy innovation and advocacy, and supporting
pilots needed to make the case for national action.

NEW PARTNERSHIPS WITH EMPLOYERS. Employers have
direct access, existing structures, and relationships that
could allow them to deliver a personalized platform—in-
cluding innovative products—to promote employee finan-
cial security. Grantmakers can use pilots and research to
explore the emerging role of employers to promote wealth
building interventions and determine the evidence sup-
porting the promise of these interventions.

PREDICTABLE SCHEDULING. Employers are increasingly rely-
ing on sophisticated software for “just in time” scheduling,
in which managers change workers’ schedules as needed
in order to optimize staffing and reduce labor costs. This
leaves workers uncertain about when and how long they
will work and generates significant income volatility.*® Sev-
eral cities and, most recently, the State of Oregon,* have
passed legislation limiting and regulating these practices

12 assetfunders.org

in an effort to reduce income volatility and financial hard-
ship. Grantmakers could play a major role in furthering the
momentum created by recent legislation, developing or
distributing model legislation,®® and building the case for
national action through policy, research, and programmat-
ic support. One especially important role for state-focused
grantmakers is to fund the research necessary to evaluate
programs and iteratively improve them by learning about
what works for both workers and employers.

UNEMPLOYMENT INSURANCE REFORM. Though grantmak-
ers often try to avoid policy debates—an understandable
tendency—reforming unemployment insurance (Ul) is in-
extricably linked to government policy. But that does not
mean funders cannot play a constructive role—they cer-
tainly can help ensure widespread access to Ul through
supporting state-level reforms related to eligibility stan-
dards, formulas that determine benefits awards, and the
level of taxation needed to support the program. The Na-
tional Employment Law Project, Center for American Prog-
ress, and Georgetown Center on Poverty and Inequality
recently published a comprehensive report on Ul reforms
that addresses a wide range of state-level opportunities.®
Funders should first learn how Ul policy is developed in
their state. Who are the key stakeholders? What are their
interests? There are a range of perspectives, so grantmak-
ers can use their convening power to pull together the rel-
evant institutions to identify solutions that can and should
be tested, such as an advocacy strategy, making the case
to employers, or modeling the costs of failing to make the
necessary reforms. In the short term, there are existing
legal advocacy projects and other local practitioners that
help workers claim Ul benefits. Those organizations need
support and have technical expertise that is critical in dis-
cussions of how to improve the overall system.
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LOCAL AND REGIONAL GRANTMAKERS

Some of the most innovative new solutions, such as pre-
dictable scheduling policies, have emerged at the local
and regional levels. Funders focusing on local communi-
ties and regional economies are in an exciting position to
invest in many of the solutions that will reduce income
volatility. National funders are encouraged to partner with
regional funders in these opportunities as well.

PREDICTABLE SCHEDULING. Although Oregon made head-
lines lately by passing the first state-level predictable
scheduling bill, cities have been the first movers, with
legislation in San Francisco, Seattle, New York, and else-
where. EPIC’s recent brief on predictable scheduling de-
tails a variety of local-level initiatives that may be relevant
for funders.® The effectiveness of many scheduling laws
is not yet clear because they have been so recently imple-
mented. The amount of localized activity in this area pro-
vides a great opportunity for natural experiments or other
types of evaluations that can inform further program ex-
perimentation. One area particularly ripe for research and
testing is the extent to which these new laws are being
well enforced or followed.

BUILDING LOCAL LEADERSHIP CAPACITY. One approach
EPIC has developed is a new series called Finance For-
ward (www.financeforward.org), a multi-city event series
that brings together U.S. mayors, business leaders, com-
munity advocates, and nonprofit leaders to identify and
advance innovative and actionable solutions to income
volatility. The “special sauce” of this effort is pairing to-
gether a public event to increase community awareness
and engagement with a private roundtable of local lead-
ership to build commitment to action. Regional funders
can leverage their convening ability to take this model and
build local momentum.

IMPACT INVESTORS

Across all of the solutions, there is an opportunity for tech-
nology to facilitate scale, create efficiencies, and increase
impact. In particular, the financial product solutions such
as hybrid products, payroll innovations, private wage in-
surance, and shortfall savings, will need investors willing
to support ideation, design, and testing of products in the
marketplace. Startups in this space need patient capital,
especially given the complicated regulatory hurdles as
well as the trial-and-error nature of pricing new products
and business models. Socially minded investors are well
suited for this type of long-term and socially conscious
commitment. Importantly, it is not just for-profit fintech
companies developing these innovations. Non-profit or-
ganizations such as Commonwealth and EARN are lead-
ing the way with savings and hybrid products designed
for and with users experiencing income volatility. Impact
investors have a critical role in accelerating this work and
ensuring that the products and services will benefit a more
inclusive market of consumers.

FUNDERS focusing on local
communities and regional
economies are in a position

to invest in many solutions
that will reduce income
volatility.
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CONCLUSION

This analysis is grounded in the emerging convergence EPIC has identified in
its work to date: a thorough scan of the academic research and articles in the
popular press, four expert surveys, and two expert convenings, one of which
was spent intensively refining this framework. Even with this convergence,

some uncertainty and disagreements remain.

The path forward for grantmakers requires attention to three key questions:
what works, at what scale, and at what cost. That analysis must look beyond
a narrow view of effectiveness for the particular population studied to con-
sider market viability broadly defined: the value proposition for attracting
sufficient investment, the relative appeal among the competing priorities of
public and private actors, and the anticipated reduction in the overall inci-

dence of the negative consequences of income volatility.

Income volatility is a complicated, multi-faceted problem. Instead of search-
ing in vain for the one “magic bullet” intervention that will solve it, we must

seriously consider—and experiment with—a wide variety of potential fixes.
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