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Chairman Gomes, Chairman Tercyak, and distinguished members of the Committee:

My name is Jacob Goldberg, and I am here on behalf of the Connecticut Working
Families Organization (“WFQ”). I am a student at Yale Law School and a member of the
Worker and Immigrant Rights Advocacy Clinic, working under the supervision of
attorney Michael Wishnie to represent WFQO.,'

WEFO strongly supports the passage of SB 858. As currently phrased, this bill will reduce
Connecticut’s “tipped credit” to 35 cents per hour, While WFO believes that this version
is timely and necessary, WFQ supports a stronger, simpler version of the bill. WFO
believes the bill should eliminate the “tip credit” from Connecticut’s minimum wage—
ending the practice of paying waiters, waitresses, bartenders, and other tipped workers a
sub-minimum wage. WFO believes that the bill should stipulate that gratuities are the
property of the employees for whom they are intended, protecting these workers’
earnings. Finally, WFO believes that the bill should ensure that employers do not take
credit card fees out of tipped workers’ wages.

WFO believes that a strong version of SB 858 will provide clarity to the Connecticut
Minimum Wage Act and protect many low-wage service workers in Connecticut,
especially women, who are the significant majority of tipped workers.

Which Workers Will Benefit from SB 858?

SB 858 should ensure that service workers who rely on tips are not paid a sub-minimum
wage. Tipped workers make up a large part of the state’s workforce, and they are
overwhelmingly low-wage workers. In the first quarter of 2014, theze were neatly 27,000
waiters and waitresses and over 7,000 bartenders in Connecticut.” In the same period, the
median wage was $9.23 for Connecticut waitstaff and $9.17 for bartenders.> The median
annual wage for Connecticut waitstaff was $19,206; for bartenders, it was $19,065.*

Tipped workers are mostly adults supporting families. Nationally, 88% of tipped workers
are older than 20, The majority of tipped workers depend on a stable wage to meet real-
world responsibilities, including rent, utilities, and childcare expenses.

Tipped wmkels are disproportionately female, Nationally, 72% of all tipped 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 their
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.’

Why Should Tipped Workers Receive the 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, regardless of how much they receive in tips, While tips change from week to
week, rents and bills remain constant, SB 858 will ensure that tipped workers receive the
same wage protections as all other Connecticut workers.

A minimum wage for tipped workers 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 top of it.'°
Customers believe they are rewarding the worker for good service, but the first portion of
their tips go straight to employers without raising workers’ pay. SB 858 will ensure that
consumers who tip are providing extra pay to their servers, not subsidizing employers
who have undercut wages.

Finally, a separate tipped minimum wage causes confusion for employers and employees
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 recent White House
report found that more than 1 in 10 workers in predominantly tipped occupations report
hourly wages below the full federal minimum wage, including tips.

A Sub-Minimum Wage Threatens Labor Standards for All Connecticut Workers

A lower minimum wage for tipped workers undermines the fair minimum wage for all
workers. In recent years, employers have tried to use the tip credit as a tool to chisel away
at the fair minimum wage. For example, in 2013, 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.”” Other employers may unlawfully attempt to pay
their workers the tipped sub-minimum wage rather than Connecticut Minimum Wage.

Employer efforts to pay a sub-minimum wage are part of a national strategy by the
restaurant industry, Across the country, lobbyists for the restaurant and hotel industry
have attempted to freeze or cut the tipped minimum wage when a minimum wage
increase had been proposed, as they did in 2014 in Hawaii, Minnesota, and New York.'*
In most states, restaurant industry lobbyists have not succeeded.

The industry has used this tactic successfully in Connecticut, however, in the past, In
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Connecticut in 2013, the industry succeeded in expanding the tip credit and widening the
gap between tipped workers and the rest of the workforce. Before 2013, employers had to
pay tipped workers 69% of the state minimum wage. Now, after aggressive industry
lobbying, employers have to pay tipped workers only 63.2% of the minimum wage, At
best, this change shifted the burden of paying tipped workers from employers to
customers. At worst, it lowered tipped workers’ fixed wages without improving
enforcement of the law that requires employers to make up the difference when tips fall
short, leading to more widespread violations of the minimum wage laws.

Connecticut Can Join Other States and Be a Leader in Protecting Tipped Workers

Other states and certain sectors of the federal government have recognized that tipped
workers deserve the same basic labor protections as other workers. For example, in New
York, a wage board recently increased tipped workers wages to $7.50, or about 8§5% of
the state’s full minimum wage."® Seven states that have vibrant restaurant industries—
California, Washington, Oregon, Minnesota, Montana, Alaska, and Nevada—have no
tipped sub-minimum wage. '® The President has supported raising the federal tipped
minimum wage in large part because the requirement that employers make up the
difference “is difficult to enforce.”!”

SB 858 Closes Loopholes in the Current Law and Ensures that Workers Will
Receive Their Tips

SB 858 should provide that tips are the property of employees for whom they are
intended. Currently, no provision in Connecticut law confirms that gratuities intended for
service workers are the property of these employees. This statute would bring
Connecticut in line with federal regulation, which already provide that tips are property
of the employees who receive them.'®

SB 858 should also ensure that employers may not take credit card fees out of tips that
belong to an employee and must transmit tips paid through credit cards no later than the
following payday. This provision ensures that workers will receive gratuities no matter
the method of payment from the customer. It ensures that workers can receive the entire
amount of the gratuities intended for them.

SB 858 should prevent erosion of the minimum wage in Connecticut. It should provide
clarity in labor standards: workers, employers, and customers should no longer be
confused about what amounts are owed tipped workers, and inadvertent violations of the
law will be curtailed. Finally, this bill should ensure that many low-wage Connecticut
setvice workers—who have been left behind in previous minimum wage increases—can
enjoy the wage protections afforded all Connecticut workers,

! The views stated here do not purport to represent the opinions of Yale Law School, if any.
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