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The Economic Progress Institute supports Representative Felix’s bill H-7531 to raise and phase out
the tipped minimum wage. Rhode Island’s current sub-minimum tipped wage or “cash” wage is
$3.89/hour and was last increased in 2017. H-7531 would increase this amount annually until it
matches the regular minimum wage in 2030.

The racist history of the tipped minimum wage

Despite how normal the tipped minimum wage may seem to many of us, the truth is that it has a
short and specific history. Tips once functioned, in Europe, as a means of rewarding servants with
bonuses, not as replacement for wages. With the end of slavery, tipped wages became a means to
avoid paying wages to formerly enslaved people. When, in 1938, President Franklin Delano
Roosevelt signed into law the first minimum wage, the measure specifically excluded professions
where Black Americans and women predominated.® In 2024, the tipped minimum continues to be
used in occupations disproportionately employing people of color.

The lower tipped minimum wage disproportionately harms workers of color and
women of all races and ethnicities

Who are tipped wage workers today??

» 70% are women
» 43% are people of color

Increasing the tipped minimum wage would disproportionately help women and workers of
color, both men and women, and help decrease wage disparities. Black Americans working in the
food industry are less likely than white workers to secure the higher-paying and higher-tipped
positions in “fine-dining” establishments. Studies indicate that, among tipped restaurant workers,
white workers are tipped at a higher rate than workers of color for similar levels of service.3 Indeed,
there are many questions about how closely related tipping and service quality really are. And in
many service occupations there is no tipping at all and yet workers provide excellent service.

The tipped minimum wage is linked to greater sexual harassment

According to Restaurant Opportunities Centers United, restaurant workers in states with the
federal $2.13 subminimum wage experience sexual harassment at double the rate of restaurant
workers in equal treatment states, those states with no separate minimum wage for tipped
workers. Furthermore, tipped women workers in states with the federal $2.13 subminimum wage
“report that they are three times more likely to be told by management to alter their appearance
and to wear ‘sexier,” more revealing clothing than women in equal treatment states.”* During the
coronavirus pandemic, tipped workers not only faced cuts in earnings and tips, but were also
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subject to increased harassment by customers over mask-wearing and other public health
measures.® Increasing the tipped minimum wage will decrease sexual harassment and will allow
tipped workers, especially women, to worry less about wearing revealing clothing to help make
ends meet.

Tipped workers do better in equal treatment states, those with a single minimum
wage

Although some tipped workers at high-end restaurants Average Poverty Rates for Waitstaff and Bartenders in
States with Federal Tipped Minimum Wage ($2.13/hr)

make a good living, most tipped workers do not. vs

. . States with Tipped Minimum Above Federal (including RI)
Tipped workers are more likely than other workers to o
live in poverty. And tipped workers in states with a Equal Treatment States (no separate tipped wage]
sub-minimum tipped wage are more likely to live in 5%

poverty than tipped workers in the 8 equal treatment
states without a separate tipped wage, as shown in
Figure 1.°

14.9%

1%

In addition, in 2016, tipped workers in the equal
treatment states earned just above $12 per hour
before tips, compared with wages of between $10 and
$11 per hour for tipped workers in the 42 other states

Waitstaff & bartenders

. . . M Low ($2.13
and the District of Columbia.’ I M (Botwoan $2.13 andreguler min. wge)
Equal treatment (Regular min. wage)
TI p ped WO rke rs in su b_m I n I mum Wage States d e pe n d Source: Economic Pelicy Institute analysis of Current Population Survey

upon t|p5 for their Ii\/e“hood’ and Often face InStabIIIty . Annual Social and Econamic Supplement microdata, 2013-2015.
in income flow and difficulties in budgeting. Figure 1

Evidence indicates that increasing or eliminating the tipped minimum wage does
not decrease tipping levels or restaurant sales

Critics of minimum wage increases will tell you that raising the regular minimum wage will result in
job loss. Numerous academic studies and reviews have not shown the feared disaster of increases
in the minimum wage. Although not as many studies have focused on the tipped minimum wage,
the largest study conducted to date shows no statistically significant impact on employment. The
scholars Sylvia A. Allegretto and Carl Nadler examined 23 years of data from the Quarterly Census
of Employment and Wages (QCEW), focusing on the full-service restaurant industry and taking the
ingenious step of comparing 281 border-county pairs — neighboring counties across state lines and
with different regular and/or tipped minimum wage rates. They found that increases in tipped
minimum wages increased earnings, while there were “small, statistically insignificant employment
effects.”® As Figure 2 makes clear, compared with states allowing a lower tipped minimum wage,
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equal treatment states have shown greater growth
. Growth in the number of full-service restaurant
in both employment and the number of establishments and employment by type of tipped wage,

. 2011-2014
establishments.
. . . . .« . o M Equal treatment states 13.2%
Finally, New York City raised its minimum wage to States with 3 kower tppec minimu wage
S15/hour in 2019, with food service workers o

receiving $10/hour before tips, and according to a
2019 headline in Business Insider, “NYC’s $S15
minimum wage hasn’t brought the restaurant
apocalypse — it’s helped them thrive.”®

Growth in the number of Growth in employment
establishments

Note: Equal treatment states are states that have the same minimum wage for all workers. Equal
treatment states include Alaska, California, Hawail, Minnesota, Montana, Nevada, Oregon, and
Washington

Source: Quarterly Census of Employment and Wages (2011-2014)
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