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 Just one relevant paper on the tipped wage: 
 Even& Macpherson, Southern Economic Journal , 2015 

▪ Prefer 2-way FE specification--assumes parallel state trends
▪ Use two panels of  QCEW due to recession periods
▪ FSR TW elasticities: -0.10 on employment & +.045 on earnings

 Closely related to MW literature
 Debate about credible research designs & spatial 

heterogeneity

 Old consensus estimate of  -3% to -1% employment 
effect on MWs
 Allegretto, Dube, Reich. Industrial Relations, 2011
 Dube, Lester, Reich. ReStat, 2010



 Is near census of  county-level payroll data on employment 
and earnings as it covers approximately 98 percent of  all 
jobs

 Importantly, FSR and LSR are separately identified

 We construct a 1990q1-2013q1 panel of  quarterly 
observations of  county-level employment & earnings for 
FSR &LSR sectors

 We use 4 subsets of  QCEW data for FSR & LSR sectors:
 An All Counties (‘All County’ or AC) sample
 A subsample of  the AC data restricted to contiguous border 

county-pairs.
▪ The BC sample is restricted to contiguous county-pairs that straddle a state 

line and have a minimum or tipped wage differential 



          ist st ist st s t isty MW X unempβ λ φ τ ε= + Γ + ⋅ + + +

          ist st ist st s dt isty MW X unempβ λ φ τ ε= + Γ + ⋅ + + +

t            ist st ist st s s isty MW X unemp tβ λ φ ψ τ ε= + Γ + ⋅ + + ⋅ + +
Building FE Specification

I. All County Sample Specifications

II. Contiguous Border County Pair Sample Specifications



Local  Labor 
Market

State A State B

County P

County R





Significance: **1%, *5%, +10%.
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 More important as workers do not have 
bargaining power

 Four decades of declining wages
 Recent stagnating family incomes
 Significant increases in student loans

 Workers falling further behind and growing 
trends in inequality



 The tipped wage
 Can certainly be increased from $2.13 at federal level 

without negative effects…but how high?
 The base wage matters to tipped workers
 More work to look closely at states with No TC
▪ Perhaps labor-labor substitution

 Policy areas
 Reconnect TW to MW—perhaps higher than 50%
 These are for the most part low-wage, low-benefit jobs 

and they are growing disproportionately.

Allegretto WEAI 2011
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 Yes, both the MW and the TW.
 Natural experiment and credible academic studies 

 Polls report 75% want $12.50 MW
 53% of  Republicans agree

 71% support elimination of  tipped wage

 Workers, activists & unions push forward
 FFF $15 and right to collectively bargain
 Restaurant Opportunities Centers
 Unions support higher MWs
 OUR Walmart
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