WORKPLACE JUSTICE

RAISE THE WAGE: WOMEN FARE
BETTER IN STATES WITH EQUAL
TREATMENT FOR TIPPED
WORKERS

The federal minimum cash wage for tipped workers has been
frozen at $2.13 per hour for 25 years, and now represents

less than a third of the federal minimum wage ($7.25 per
hour)—its lowest share ever! Given this, it is unsurprising

that poverty rates for tipped workers are more than twice

as high as rates for workers overall.? Women, who represent
two-thirds of tipped workers nationally, are hit especially hard
by this poverty level wage.® In fact, women’s concentration in
tipped occupations and other low-wage jobs is an important
factor contributing to the persistent gender wage gap:
women working full time, year round typically are paid just
80 percent of what their male counterparts are paid—and the
wage gap is even wider for women of color.*

A number of states, however, have set minimum cash wages
for tipped workers above the federal level, and some states
require employers to pay their tipped employees the regular
minimum wage regardless of tips. Compared with states that
have a $2.13 hourly tipped minimum cash wage, women in
these “equal treatment” states—where tipped workers must
be paid the regular minimum wage before tips—experience
a lower gender wage gap and women - especially those in
tipped occupations - experience a lower poverty rate.

Increasing wages for the predominately female workers at
the bottom of the pay scale can reduce poverty and help
close the gender wage gap both within tipped occupations
and overall.®> Raising the minimum wage for tipped workers
to the level of the regular minimum wage is a crucial step
toward equal pay for women and economic security for their
families.®

Key Facts

In equal treatment states, compared to states with a tipped
minimum cash wage of $2.13 per hour:

* The wage gap for women overall working full time, year
round is 19 percent smaller.

e The wage gap for women in tipped occupations is 33
percent smaller.

* The poverty rate for women overall is 13 percent lower.

* The poverty rate for African American women is 8 percent
lower.

* The poverty rate for Latina women is 13 percent lower.

e The poverty rate for women in tipped occupations is 27
percent lower.

* The poverty rate for women of color in tipped occupations
is 31 percent lower.

The wage gap for women overall working full
time, year round in equal treatment states is
smaller than in states with a tipped minimum
cash wage of $2.13 per hour.

* As of 2016, 18 states follow the federal standard and
require employers to pay their tipped workers a minimum
cash wage of only $2.13 per hour.” In these states,
women comprise 70 percent of tipped workers—a higher
concentration of women in tipped occupations than in
states where employers must pay tipped workers the
regular minimum wage.® Overall, women working full time,
year round are typically paid 78 cents for every dollar paid
to their male counterparts in these states—a wage gap of
22 cents.®
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* The equal treatment states require employers to pay
their tipped workers at least the regular minimum wage,
regardless of how much the workers earn in tips!® In these
states, the share of tipped workers who are women is 64
percent. Overall, women working full time, year round are
typically paid 82 cents for every dollar paid to their male
counterparts in these states—a wage gap of 18 cents, which
is 19 percent smaller than the 22-cent gap in states that
follow the federal standard.

¢ In the 18 states with a minimum cash wage of $2.13 per
hour, women working full time, year round in tipped
occupations are typically paid 83 cents for every dollar paid
of their male counterparts in tipped occupations - a wage
gap of 17 cents. In equal treatment states, women working
full time, year round in tipped occupations are typically paid
89 cents for every dollar paid to men working in tipped
occupations - a wage gap of 11 cents.

What women make for every dollar men make, by state tipped minimum wage level
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Source: NWLC calculations based on 2010-2014 American Community Survey 5-year

averages using IPUMS. Figures are averages of female:male earnings ratios. State
earnings ratios compare median earnings for female and male full time, year round

workers. Earnings are in 2014 dollars.

Women'’s poverty rates are lower in equal
treatment states than in states with a tipped
minimum cash wage of $2.13 per hour.

e Not surprisingly, a higher minimum wage helps lift women
out of poverty. The poverty rate for all women living in
equal treatment states (17.5 percent) is 13 percent lower
than in states with a $2.13 tipped minimum cash wage (20.0
percent).
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e Similarly, African American and Latina women in equal
treatment states have lower poverty rates (29.1 percent
and 25.9 percent, respectively) than in states with a $2.13
tipped minimum cash wage (31.7 percent and 29.8 percent,
respectively). 89 cents for every dollar paid to men working
in tipped occupations - a wage gap of 11 cents.
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Women’s poverty rates by state tipped minimum wage level
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Source: NWLC calculations based on 2010-2014 American Community Survey 5-year
averages using IPUMS. Women of color include all women who did not self-identify as

white, non-Hispanic women.

The poverty rate for women in tipped
occupations is lower in equal treatment states
than in states with a tipped minimum cash wage
of $2.13 per hour.

e A higher minimum wage also helps lift tipped workers out
of poverty. The poverty rate for female tipped workers in
equal treatment states (15.5 percent) is 27 percent lower
than in states with a $2.13 tipped minimum cash wage (21.3
percent).”

¢ Increasing the tipped minimum cash wage is especially
critical for women’s financial security, given that poverty
rates are higher for female tipped workers than for male
tipped workers in both equal treatment states and states
with a tipped minimum cash wage of $2.13. In equal
treatment states, the poverty rate for female tipped
workers is 15.5 percent, compared to 12.8 percent for their
male counterparts. In states with a $2.13 tipped minimum
cash wage, the poverty rate for female tipped workers
is 21.3 percent, compared to 16.0 percent for their male
counterparts.
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The poverty rate for women of color in tipped
occupations is lower in equal treatment states
than in states with a tipped minimum cash wage
of $2.13 per hour.

* Women of color employed in tipped occupations in states
with a $2.13 tipped minimum cash wage experience a
poverty rate of 24.5 percent?

* The poverty rate for women of color who work in tipped
occupations in equal treatment states is 16.8 percent - 31
percent lower than in states with a $2.13 tipped minimum
cash wage.
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Poverty rates for women and women of color in tipped occupations, by state tipped minimum wage level

35.0%
31.7%
29.8% 29.1%
30.0%
25.09
>.0% H All women
20.0%
m African American
women
15.0%
Latina women
10.0%
5.0%
0.0%
States with a tipped minimum cash wage Equal treatment states
of $2.13

Source: NWLC calculations based on 2010-2014 American Community Survey 5-year Y,
averages using IPUMS. Women of color include all women who did not self-identify as white, 'I ,‘
non-Hispanic women. www.nwic.org

Women make up a disproportionate share of workers in low wage and tipped occupations - leaving them and their
families at risk of living in poverty. Increasing wages for those at the bottom of the pay scale can help reduce poverty
and close the gender wage gap in tipped occupations and overall, going a long way to helping women achieve economic
security.
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