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The	Raise	the	Wage	Act:		

The	Gradual	Elimination	of	the	Unfair	

Subminimum	Wage	for	Tipped	Workers	
	

	

As	the	Fight	for	$15	continues	to	grow	from	coast	to	coast,	Congress	is	joining	in	the	call	for	

stronger	action	to	raise	wages.	Led	by	Senators	Patty	Murray	and	Bernie	Sanders	in	the	

Senate,	and	Representatives	Bobby	C.	Scott	and	Keith	Ellison	in	the	House,	congressional	

leaders	are	introducing	the	Raise	the	Wage	Act.		It	calls	for	raising	the	federal	minimum	

wage	to	$15	an	hour	by	2024.		Equally	significant,	it	also	calls	for	gradually	eliminating	the	

outdated	and	unfair	subminimum	wage	for	tipped	workers.		This	fact	sheet	provides	

background	on	this	long	overdue	reform,	which	would	help	combat	poverty	wages	and	pay	

inequality	for	this	struggling,	majority	female	workforce.	

	

There	is	growing	national	momentum	for	raising	pay	for	the	nation’s	millions	of	tipped	

workers	such	as	restaurant	servers,	food	delivery	workers,	and	many	others	at	the	heart	of	

industries	like	tourism	and	hospitality.	Under	current	federal	law,	their	minimum	wage	has	

been	frozen	at	a	meager	$2.13	per	hour	since	Bill	Clinton	was	president.1	While	employers	

are	supposed	to	make	up	the	difference	when	tips	are	not	enough	to	bring	a	worker	up	to	the	

full	minimum	wage,	in	practice	such	tracking	is	difficult	and	compliance	is	spotty.			

	

That’s	why	seven	states	have	done	away	with	the	subminimum	wage	for	tipped	workers.		

Instead	they	guarantee	that	tipped	workers	earn	the	same	minimum	wage	as	other	

workers—with	tips	an	addition	to,	not	a	replacement	for,	a	decent	base	wage.2		The	

restaurant	industries	in	these	“One	Fair	Wage”	states	are	thriving—showing	that	improved	

pay	for	tipped	workers	can	go	hand	in	hand	with	strong	economic	growth.3	

	

As	the	country	moves	closer	to	a	$15	minimum	wage,	tipped	workers	will	be	left	behind	if	

they	continue	to	be	excluded	from	the	basic	minimum	wage	protections	given	to	other	

workers.	The	Raise	the	Wage	Act	is	an	opportunity	to	guarantee	fair	pay	for	the	nearly	six	

million	tipped	workers	across	the	country,4	and	to	address	the	economic	insecurity—and	the	

pressure	to	tolerate	behavior	such	as	sexual	harassment—that	workers	face	when	so	much	

of	their	income	depends	on	tips	left	by	customers.	
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What	Would	the	Raise	the	Wage	Act	Do	for	Tipped	Workers?	

	
• The	Raise	the	Wage	Act	would	gradually	phase	out	the	subminimum	wage	for	tipped	

workers	by:		

o Initially	increasing	the	tipped	wage	to	$3.15	in	the	first	year;	

o Increasing	the	tipped	wage	by	$1.05	each	subsequent	year;	

o The	tipped	and	regular	minimum	wage	would	reach	parity	over	a	period	of	

approximately	15	years.	

• Raise	the	regular	minimum	wage	to	$15	by	2024.		

• Gradually	phase	out	the	much	criticized	subminimum	wages	for	young	workers	and	

workers	with	disabilities.		

• Adjust	the	minimum	wage	each	year	in	the	future,	starting	in	2025,	to	keep	up	with	

increases	in	the	typical	worker’s	wages.		

	

	

Who	are	the	Tipped	Workers	Who	Would	Benefit?	

	

• There	are	currently	5,900,550	tipped	workers	in	the	U.S.5		

• Of	these,	65	percent	are	women.6		

• The	single	largest	tipped	occupation	is	restaurant	servers	(44	percent).7	

• Other	tipped	workers	are	also	employed	as	food	delivery	drivers,	nail	salon	workers,	car	

wash	workers,	airport	wheelchair	service	workers	and	others	in	the	restaurant	and	

hospitality	industries.	

	

	

Why	Do	We	Need	One	Fair	Wage	for	Tipped	Workers?	

	

• Eliminating	the	Subminimum	Wage	Would	Reduce	Poverty:	

o While	a	small	number	of	tipped	workers	are	employed	at	high-end	restaurants	where	

they	earn	a	significant	amount	in	tips	that	translate	into	higher	incomes,	most	tipped	

workers	earn	very	modest	hourly	wages.	According	to	the	Bureau	of	Labor	Statistics,	

the	median	wage	for	tipped	waiters	and	waitresses	in	the	U.S.	is	just	$9.61	per	hour,	

including	tips.8	

o Just	7	percent	of	all	workers	in	U.S.	live	in	poverty,	but	tipped	workers	experience	

poverty	at	over	twice	the	rate	(15	percent).	These	workers	earn	widely	fluctuating	

incomes	which	leave	them	and	their	families	economically	vulnerable.9		

	

• Women	Would	Especially	Benefit	from	Eliminating	the	Subminimum	Wage:	

o The	outmoded	subminimum	tipped	wage	promotes	poverty	wages	and	unstable	

incomes	for	a	tipped	workforce	that	is	65	percent	female.10	

o In	states	that	have	a	subminimum	wage	for	tipped	workers,	two-thirds	of	whom	are	

women,11	these	workers	are	twice	as	likely	to	live	in	poverty	as	the	non-tipped	

workforce.12	

o Conversely,	in	states	that	don’t	have	a	subminimum	wage	for	tipped	workers,	the	

poverty	rate	for	tipped	workers	is	dramatically	lower.	Poverty	among	restaurant	
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servers	and	bartenders	is	28	percent	lower	in	states	where	tipped	workers	get	the	

regular	minimum	wage	than	in	states	where	they	are	paid	the	federal	$2.13	

subminimum	wage	for	tipped	workers.13	

o Because	tipped	workers	depend	almost	entirely	on	tips	for	their	income,	they	are	

forced	to	tolerate	inappropriate	behavior	from	customers	in	order	to	make	a	living,	

and	from	coworkers	and	management	in	order	to	keep	their	jobs.	In	fact,	women	

restaurant	workers	in	states	with	a	subminimum	tipped	wage	of	$2.13	per	hour	are	

twice	as	likely	to	experience	sexual	harassment	as	women	in	states	that	do	not	have	a	

subminimum	tipped	wage.14	

	

• Tipped	Workers	of	Color	Would	Greatly	Benefit:	

o Workers	of	color	feel	the	impact	of	the	tipped	subminimum	wage	more	sharply	than	

white	workers.	

o Seventeen	percent	of	tipped	workers	of	color	in	the	U.S.	live	in	poverty,	compared	to	

14	percent	of	white	tipped	workers.15	

	

• One	Fair	Wage	for	Tipped	Workers	Would	Increase	Compliance	with	Labor	Laws	and	

Reduce	Wage	Theft:	

o Under	the	current	system,	employers	are	required	to	monitor	employee	wages	and	

tips	so	that	they	can	make	up	the	difference	between	an	employee’s	earnings	and	the	

full	minimum	wage	if	tips	fall	short.	

o This	requires	extensive	tracking	and	accounting	of	tip	flows,	which	is	burdensome	

and	difficult	for	employers,	and	allows	for	a	portion	of	tips	to	be	shared	with	other	

restaurant	workers,	leaving	tipped	workers	open	to	wage	theft.	

o The	complexity	of	the	tipped	subminimum	wage	system	makes	enforcement	difficult	

and	results	in	high	rates	of	noncompliance	by	employers.16	

	

• The	Restaurant	Industry	Is	Thriving	in	the	States	That	Have	Already	Adopted	One	Fair	

Wage	for	Tipped	Workers,	Showing	That	Higher	Pay	and	Strong	Growth	Can	Go	Hand	

in	Hand:	

o The	restaurant	industry	in	One	Fair	Wage	states	is	strong	and	projected	to	continue	

to	grow	stronger	over	the	next	ten	years,	according	to	the	National	Restaurant	

Association.17	This	demonstrates	that	it	is	economically	feasible	to	phase	out	the	

subminimum	tipped	wage	without	harming	restaurant	jobs	or	sales.		

o Restaurant	sales	for	2017	are	expected	to	grow	by	an	average	of	5.13	percent	for	the	

seven	One	Fair	Wage	states,	a	rate	that	exceeds	the	national	average	sales	growth	

rate	of	4.35	percent	for	the	same	period.18		

o At	the	local	level,	cities	like	San	Francisco	and	Seattle,	which	are	implementing	high	

minimum	wages	and	which	are	in	states	that	prohibit	a	subminimum	tipped	wage,	

are	seeing	their	restaurant	industries	thrive.19		
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