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Rising Uncertainty: 
Volatile Work & Financial Vulnerability

• The Context: U.S. households face increasing economic uncertainty, driven 
by volatile employment (gig economy, part-time work, rapid turnover) and 
high inflation.
• The Impact: This instability threatens both structural (income, savings) and 

behavioral (decision-making, planning) financial resilience.
• The Gap: Existing research often treats different types of financial strain (e.g., 

hardship vs. liquidity stress) in isolation.



Integrating Scarcity: Research Goal

Goal: To examine how employment volatility and behavioral vulnerability 
jointly structure household scarcity responses and forward-looking 
financial insecurity.

Novel Approach: Integrate three distinct behavioral domains of scarcity: 
Hardship, Inflation-Adaptation, and Liquidity Stress.

Main Contribution: Demonstrating that employment volatility operates as 
both a structural constraint and a behavioral catalyst that shapes 
expectations and coping strategies.



Data & Key The Drivers

• Data Source: Microdata from the 2022 Survey of Household Economics and 
Decision-making (SHED).
• IV 1: Employment Volatility: Differentiated as Involuntary (e.g., job loss, hours 

cut) and Voluntary (e.g., quit, changed jobs) separations.
• IV 2: Subjective Financial Fragility (Self-assessed financial well-being index).
• IV 3: Loss Aversion Dimensions (Measures related to sensitivity to downside 

risk).



JSI & SFW



Two Dimensions of Loss Aversion
• Behavioral Dimension 

(BNPL1): Captures use of 
deferred-payment tools (e.g., 
Buy Now, Pay Later); Reflects 
how individuals delay 
immediate financial loss
• Attitudinal Dimension 

(FL0_rev = 10 − FL0): Captures 
self-reported discomfort with 
financial risk; Reflects 
psychological aversion to 
uncertainty



Dependent Variables 
(Outcomes) & Model

• Primary Outcomes 
(Dependent Variables): 

ü Scarcity Bias Indicators 
(SBIs): Hardship, Inflation-
Adaptation, and Liquidity 
Stress.



ü Financial Insecurity Index 
(FII): The composite measure 
of anticipatory financial 
insecurity.





Conclusion

Summary: Scarcity is not just a function of low income, but is organized 
around behavioral vulnerability and the anticipation of employment 
shocks.

Policy Shift: Interventions should move beyond solely material support 
(e.g., raising income).

Targeted Policy: Policies must aim to stabilize both material conditions 
(income floor, unemployment insurance) and psychological security (e.g., 
behavioral finance training, predictable work schedules).
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