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Chairman Holder-Winfield, Chairman Tercyak, and distinguished members of the Committee:

The Connecticut Immigrant Rights Alliance (CIRA) is a statewide coalition of immigrant, faith,
labor, youth, community, business, and ally organizations.

CIRA strongly supports S.B. 60, which would raise the tipped wage to $7.07, or 70% of the
full minimum wage. While S.B. 32 raised the minimum wage for workers as a whole, it left the
tipped minimum wage—the wage rate that employers must pay servers and other restaurant and
hotel workers who receive tips—at only 63.2% of the minimum wage.

Who Are Connecticut’s Tipped Restaurant and Hotel Workers?

Tipped workers make up a large patt of the state’s wmkfmce In the first quarter of 2013, there
were over 27,000 waltcls and waitresses in Connecticut.’ In the same period, the median wage
for waitstaff was $9.26.2 These workers are overwhelmingly low-wage workers.

Tlpyed workers are adults supporting families. Nationally, 88% of tipped workers are older than
The majority of tipped workers depend on a stable wage to meet real-world responsibilities,
1ncludmg rent, utilities, and childcare expenses.

Tipped W01kels are disproportionately female. Nationally, 72% of all tlpped workers are
women.” The typical full-time, year-round, female restaurant or hotel worker is paid only 79% of
what her male counterpart earns. Female servers are paid only 68% of what then male
counterparts earn, which results in average annual incomes of $17,000 versus $25, 000.° A lower
tipped wage contributes to gender inequities in pay.

Tipped workers are struggling. The poverty rate for Servers is three times the national average,
and they are twice as likely to depend on food stamps This higher poverty rate places a burden
on taxpayers in the form of government benefits.”

What Is the Current Wage Rate for Tipped Workers?

While tipped workers must be paid the minimum wage, employers are allowed to apply a tip
credit to their earnings. The tip credit is the percentage of pay that can come from customer tips,




rather than the employer. Together, the employer’s portion (the tipped wage) and the customer’s
portion (the tip credit) make up a tipped worker’s wage. Larger tip credits are better for
restaurant and hotel owners, since they allow employers to spend less on employee wages and
shift more of the burden to tipping customers. Smaller tip credits are better for workers, since the
employer is responsible for a higher fixed wage, and any tips earned above that go directly to the
employee. Currently, Connecticut’s tipped minimum wage remains at 63.2% of the minimum
wage. -

Why Does the Tipped Minimum Wage Matter?

A low tipped minimum wage can undermine the fair minimum wage. For low-wage workers like
waiters and waitresses, every dollar counts. In the restaurant industry, where tips fluctuate, a fair
base wage guarantees workers a predictable income every week, regardiess of how much they
receive in tips. While tips change from week to week, rents and bills remain constant.

A fair tipped wage is also necessary to protect consumers, Many customers don’t know that there
is a lower minimum wage for tipped workers, or that their tips make up part of a worker’s core
wage, rather than a bonus on fop of it.> Powerful groups like the Restaurant Association
capitalize on this, advocating for high tip credits as a form of “secret subsidy” to employers,
Customers believe they are rewarding the worker for good service, but their tips go straight to
the employer’s pockets without raising workers’ pay.

Finally, the tipped minimum wage matters because tracking wages earned from tips is difficult,
and employer violations are common. While employers are required to make up the difference
when tipped earnings fall short of the full minimum wage, this rule is largely ignored.” A tipped
minimum wage is not irrelevant: it ensures that workers with variable earnings receive a stable
base income, and that they receive this from their employers—not customers who leave cash on
the table—in a way that can be documented and enforced. This safeguard is especially important
in Connecticut, where union density in the restaurant and hotel sector is low.

Has the Tip Credit Always Been the Same?

No. In fact, in recent years, special interest groups have used the tip credit as a tool to chisel
away at the fair minimum wage. In 2013, S.B. 387 raised the minimum wage for Connecticut
workers but increased the tipped credit. As a result, the tipped minimum wage decreased from
69% to 63.2% of the minimum wage. Also last year, food delivery employers petitioned the
Department of Labor, asking that delivery workers be re-classified as tipped workers and
therefore be subject to the tip credit. ' It is easy to see why the tip credit is attractive to
employers: without reducing employee hours or responsibilities, it reduces employer costs by
allowing them to pocket money from customers who believe they are rewarding good service.

Efforts like these are part of a national strategy by the restaurant industry. Across the country,
lobbyists for the restaurant and hotel industry have aitempted to freeze or cut the tipped
minimum wage in almost every state where a minimum wage increase had been proposed,
including Hawaii, Minnesota, and New York.'' In most states, they have not succeeded, For
example, in New York, while industry lobbyists prevailed upon the state senate to deny tipped
restaurant and hotel workers an automatic increase, the legislature instructed Governor Andrew




Cuomo to increase tipped wages by regulation.'

Last year, in Connecticut, the industry succeeded in expanding the tip credit and widening the
gap between tipped workers and the rest of the workforce. Before S.B. 387, employers were
responsible for 69% of tipped employees’ pay. Now, after aggressive industry lobbying to
expand the tip credit, employers are responsible for only 63.2% of the wage. At best, this shifted
the burden of paying tipped workets from employers to customers; at worst, it lowered tipped
workers’ fixed wage without providing a corresponding step-up in enforcement, leading to more
widespread violations of the minimum wage laws.

How Can We Help Tipped Workers?

Leaving the tipped wage for restaurant and hotel workers at the new, restaurant industry-
approved rate of 63.2% unnecessarily disadvantages some of the state’s most vulnerable workers.
A low tipped minimum wage establishes that special carve-outs that undermine the fair
minimum wage are acceptable. Classifying some employees as “tipped workers” allows
employers to freeze their wages, even when there is an overall increase in the minimum wage.
This is precisely what happened with S.B. 387.

Connecticut should set a tipped minimum wage equal to at least 70% of the full minimum
wage, This would bring Connecticut in line with the national proposal, the Fair Minimum Wage
Act of 2013, which all of Connecticut’s U.S. Senators and Representatives (Senators Blumenthal
and Murphy, and Representatives DeLauro, Esty, Courtney, Himes, and Larson) support, It
would also return Connecticut to its position as a leader among the states—although there is
certainly more to be done. Ten states have set the tipped worker wage at a higher percentage of
the full minimum wage than Connecticut: California (100%), Washington (100%), Oregon
(100%), Nevada (100%), Montana (100%), Minnesota (100%), Arkansas (100%), Hawaii (97%),
West Virginia (80%), and North Dakota (67%)." The same options—eliminating the tip credit
or setting it at a high percentage of the full minimum wage—are available to Connecticut,

Connecticut can and should be a leader in setting a fair tipped wage,
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