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Department of the Treasury Date:
Internal Revenue Service February 12, 2025

Privacy, Governmental Liaison and Employee name:
IRS Disclosure C. Lomax
GLDS Support Services Employee ID number:
Stop 93A 1000253742
PO Box 621506 Telephone number:
Atlanta, GA 30362 718-510-9632
Fax number:

855-205-9335

Case number:

- 2024-22014

This is a final response to your Freedom of Information Act (FOIA) request we received on
July 30, 2024.

Relevant to: IRS Tipping Behavior Study

You asked for: A copy of the reports produced in 2017-2019 by Fors Marsh for the IRS
regarding a study of consumer tipping behavior or tipping income behavior or both.

We searched for, and located 229 pages, responsive to your request.

Of the 229 pages located in response to your request, we’re enclosing 229 pages. We’re releasing
141 pages without exemptions, and withholding 88 pages in part. Redacted portions of each page
are marked by the applicable FOIA exemptions which are described below:

The withheld portions are other taxpayers’ tax information. FOIA exemption (b)(3) requires us to
withhold information specifically exempt from disclosure by another law. The law supporting
this exemption is Internal Revenue Code Section 6103(a).

FOIA exemption (b)(6) exempts from disclosure files that would constitute an unwarranted
invasion of personal privacy. We base the determination to withhold on balancing interests
between the protection of an individual’s right to privacy and the public’s right to access
government information.

While reviewing the responsive records and applying FOIA exemptions to withheld records, we
considered that there is either a foreseeable harm in releasing withheld information, or the
information is prohibited from being released by law.

There are no billable fees for this request.

If you have questions regarding the processing of your FOIA request, please contact the
caseworker assigned to your case at the phone number listed at the top of this letter.



If you are not able to resolve any concerns you may have regarding our response with the
caseworker, you have the right to seek dispute resolution services by contacting our FOIA Public
Liaisons at 312-292-2929.

The FOIA Public Liaison is responsible for assisting in reducing delays, increasing transparency,
and assisting in the resolution of disputes with respect to the FOIA.

There is no provision for the FOIA Public Liaison to address non-FOIA concerns such as return
filing and other tax-related matters or personnel matters. If you need assistance with tax-related
issues, you may call the IRS at 800-829-1040.

You also have the right to contact the Office of Government Information Services (OGIS). The
Office of Government Information Services, the Federal FOIA Ombudsman’s office, offers
mediation services to help resolve disputes between FOIA requesters and federal agencies.

The contact information for OGIS is:

Office of Government Information Services
National Archives and Records Administration
8601 Adelphi Road--OGIS
College Park, MD 20740-6001
202-741-5770
877-684-6448
ogis(@nara.gov
ogis.archives.gov

You have the right to file an administrative appeal within 90 days from the date of this letter. By
filing an appeal, you preserve your rights under FOIA and give the agency a chance to review
and reconsider your request and the agency’s decision. I’ve enclosed Notice 393, Information on
an IRS Determination to Withhold Records Exempt From the Freedom of Information Act - 5
U.S.C. 552, to explain your appeal rights.

Your decision to contact the FOIA Public Liaison or OGIS for assistance resolving your dispute
does not extend the 90-day period in which you can file an appeal.

Sincerely,

J Fitn A

D. Fitti-Hafer
Disclosure Manager
Disclosure Office 13

Enclosures:

Responsive Documents-229

Notice 393
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Table 6: Tip Characteristics by Industry (Standard Errors)

Industry % of Tips Paid Mean Tip Mean Tip Mean Tip Ho: Cash—
in Cash Rate, All Tips Rate, Non- Rate, Cash Non-Cash
Cash Tips Tips =0 T-stat
Full-Service 57% 0.215 0.207 0.222 3 51%
Restaurants (1%) (0.002) (0.003) (0.003) )
Partial-Service 70% 0.196 0.194 0.199 0.74
Restaurants (1%) {0.003) {0.006) {0.004) '
79% 0.462 0.573 0.420
Hotel (3%) (0.047) (0.165) (0.053) 084
. . 75% 0.256 0.261 0.255
Stylists/Grooming (2%) (0.008) (0.012) (0.008) -0.44
Home 83% 0.369 0.280 0.376
Maintenance (4%) {0.041) (0.087) (0.053) 0.94
Casino 85% 0.385 0.412 0.354 0.79
(3%) {0.028) (0.070) (0.029) '
. 80% 0.353 0.314 0.347
Transportation (2%) (0.017) (0.035) (0.024) 0.84

*Statistically significant at the 5% level.

To ascertain which industries are relatively important with respect 1o the generation of tipping
income, Table 7 presents estimates of annual total tipped expenditure (in billions of $). Full-service
restaurants received the largest amount of tipped expenditure, followed by partial-service
restaurants and stylists/grooming. The transportation industry received the least. Cash tipping
appears to be especially important in the home maintenance and the casino industries.

Table 7: Total Annual Tipped Expenditure by Industry (Standard Errors)
Industry Total Tipped Total Tipped Total Tipped

Expenditure (Billions)  Expenditure {Billions), Expenditure
Cash Tips** {Billions}, Non-

Cash**

National $334.43 $207.55 $94.95
($25.21) {$20.32) (4.11)

Full-Service Restaurants $132.78 $71.90 $55.46
($4.84) ($3.35) {$2.07)

Partial-Service $47.61 $31.28 $13.65
Restaurants ($2.32) ($1.47) {$0.54)
$19.50 $8.09 $5.87

rotel™ ($3.32) ($1.05) ($1.42)

‘ , $49.08 $31.35 $13.06
Stylists/Grooming ($3.41) ($1.27) ($1.10)
Home Maintenance $25.86 $19.53 $1.96

($4.75) ($4.24) ($0.57)
Casino™ $45.12 $36.88 $2.81
{$16.80) {$16.58) {$1.10)
Transportation $14.49 $8.50 $2.14
($1.95) ($0.863) ($0.37)
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Sampling Cell Balancing %

Female 35-54 West Under $20K 0.357
Female 35-54 West $20K-$49.9K 0.982
Female 35-54 West $50K-$99.9K 1.745
Female 35-54 West $100K+ 1.162
Female 55+ Northeast Under $20K 0.389
Female 55+ Northeast $20K-$49.9K 1.385
Female 55+ Northeast $50K-$99.9K 1.203
Female 55+ Northeast $100K+ 0.579
Female 55+ Midwest Under $20K 0.484
Female 55+ Midwest $20K—$49.9K 1.642
Female 55+ Midwest $50K—$99.9K 1.486
Female 55+ Midwest $100K+ 0.632
Female 55+ South Under $20K 0.844
Female 55+ South $20K—$49.9K 2.683
Female 55+ South $50K—$99.9K 2.413
Female 55+ South $100K+ 1.125
Female 55+ West Under $20K 0.462
Female 55+ West $20K—$49.9K 1.518
Female 55+ West $50K—$29.9K 1.373
Female 55+ West $100K+ 0.672

Table A2: Poststratification Variables, Weighted and Unweighted Proportions (Sources for Target
Proportions, N = 18,032)

Unweighted Proportion Weighted Proportion
Rural-Urban Continuum Codes (ACS 5-Year)
Counties in metro areas of 54.08% 54.90%
1 million population or maore

Counties in metro areas of 22.23% 21.17%
250,000 to 1 million population

Counties in metro areas of 9.64% 9.18%
fewer than 250,000 population

Non-metro counties 14.06% 14.75%

Census Region (ACS 5-Year)

Northeast 21.64% 18.09%

Midwest 24.48% 21.31%

South 34.22% 37.30%

West 19.65% 23.29%

Educational Attainment (ACS 5-Year)

High School or Less 22.24% 41.50%

Some College 37.25% 31.30%

College 26.14% 17.31%

Graduate Degree 14.37% 0.89%

Gender (ACS 5-Year)
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Category Unweighted Proportion Weighted Proportion

Female 57.73% 51.37%
Male 42.27% 48.63%
18-24 6.79% 12.92%
25-34 15.86% 17.66%
35-44 13.83% 16.74%
415-64 43.06% 34.31%
65+ 20.47% 18.37%
Non-Hispanic White 80.91% 692.43%
Non-Hispanic Black 7.45% 12.57%
Hispanic 5.77% 9.87%
Cther Non-Hispanic 5.87% 8.13%
Sunday 11.57% 14.29%
Monday 14.40% 14.29%
Tuesday 13.91% 14.29%
Wednesday 14.74% 14.29%
Thursday 15.63% 14.29%
Friday 16.85% 14.29%
Saturday 12.92% 14.29%
January 21.35% 17.13%
February 16.54% 15.47%
March 18.54% 17.13%
April 15.39% 16.57%
May 15.58% 17.13%
June 14.60% 16.57%

Table A3: MRP Poststratification Variables, Population Proportions (Sources for Target Proportions,

N =18,028)
Category Sample Proportion Population Proportion
Gender (Reference: Female)
 Male | 4227% | 4863% |
Age (Reference: 18-24)
25-34 15.86% 17.66%
35-44 13.83% 16.74%
415-64 43.06% 34.31%
65+ 20.47% 18.37%
Some College 37.25% 31.30%
College 26.14% 17.31%
Graduate Degree 14.37% 9.89%
County-Level Variables
% of County Foreign Born 14.49% 16.13%

Race/Ethnic Composition (Reference: % of County Poptilation, White)

% of County Population, Black 11.63% 12.25%
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Category Sample Proportion Population Proportion
% of County Population, 14.74% 16.89%
Hispanic
% of County Population, Other 7.57% 8.29%

% of County Households by Income Bracket (Reference: % of Households <$10,000)

% of Households, $10,000- 5.21% 5.25%
$14,999

% of Households, $15,000- 10.57% 10.24%
$24,999

% of Households, $25,000- 10.14% 10.05%
$34,999

% of Households, $35,000- 13.47% 13.36%
$49,999

% of Households, $50,000- 17.92% 17.78%
$74,999

% of Households, $75,000- 12.18% 12.12%
$99,999

% of Households, $100,000- 13.15% 13.20%
$149,999

% of Households, $150,000+ 10.25% 10.51%

Rurai-Urban Continuum Codes (Reference: Counties in metro areas of 1 million population or more)

Counties in metro areas of 22.23% 21.17%
250,000 to 1 million population

Counties in metro areas of 9.64% 9.18%
fewer than 250,000 population

Non-metro counties 14.06% 14.75%

Census Region (Reference: Northeast)

Midwest 24.48% 21.31%

South 34.22% 37.30%

West 19.65% 23.29%




Appendix B: National Tipping Qutcomes

Table B1: Stiff Rate and Tip Rates by Sub-ndustry
Stiff Rate Tip Rate
. Standard . Standard
N Estimate Error N Estimate Error
Full-Service Restaurant Transactions
1: Full-Service Dining

Partial-Service Restaurants

Sub-Industry

2: Fast Casual 1,410 53% 2% 646 0.203 0.006
3: Fast Food 3,256 86% 1% 388 0.193 0.006
4: Carryout/Delivery 1,032 53% 2% 475 0.176 (0.006
5: Bar 147 11% 3% 133 0.224 0.011
6 Coffee Shops 547 65% 3% 191 0.222 0.010
7: Ice Cream/Smoothie o o
Shops 79 65% 7% 23 0.187 0.032
8. Self- o o
Service/Cafeteria/Buffets 180 46% 5% 88 0.186 0.013
9: Food Car/Truck 26 53% 12% 11 0.202 0.019
Hotel Transactions
10: Concierge/Front o o
Desk Staff 185 84% 4% 12 0.422 0.136
11: Housekeeping 229 58% 4% 33 0.641 0.128
12: Room Setrvice 137 44%;, 5% 44 0.437 0.094
13: valet 29 29% 10% 15 0.373 0.091
14: Bellhop/Luggage . o
Assistance 18 12% 7% 5 0.384 0.157
15: Bar 39 48% 11% 14 0.336 0.052
16:; Full-Service Dining a2 35% B% 48 0.457 0.083
17; Self- o o
Service/Cafeteria/Buffets 76 66% 8% 8 0.304 0.129
18: Shuttle Service o o
to/from Hotel/Motel 33 49% 10% 4 0.753 0.288
Stylists/Grooming Transactions
19: Hair Stylist 689 16% 2% 594 0.251 (.007
20: Barber 332 22% 3% 272 0.288 0.014
21: Manicurist/Pedicurist 217 20% 4% 183 0.209 0.013
22: Massage Therapist 94 17% 5% 75 0.231 (0.017
23: Waxing/Hair Removal 56 21% 8% 49 0.301 (.033
24: Facial/Skin Care 69 66% 7% 26 0.242 0.044
25: Makeup Artist (b)(6) || 80% 19% b){(6)
Home Maintenance Transactions
26: Professional Movers 45 33% 7% 30 0.391 0.094
27: Maid or Cleaning
Service 100 53% B% 41 0.541 0.097
28: Lawn/Gardening o o
Service 151 75% 5% 34 0.278 0.030
29: o o
Handyman/Repairman 169 85% 3% 27 0.144 0.032
30: Equipment Rental 46 91% 5% 5 0.759 0.152




Stiff Rate Tip Rate
Sub-Industry . Standard . Standard
Estimate — Estimate Error
31: Dealers 140 40% 5% b){6)
32: Floor Servers 157 39% 5% 44 0.561 0.068
Casino Transactions
33: Bar 155 22% 4% 91 0.379 0.060
34: Full-Service Dining 98 27% 5% 54 0.376 0.057
35: Self- o o
Service/Cafeteria/Buffets 118 47% 5% 51 0.258 0.036
36: Shuttle Service
to/from Casino 24 40% 1% 4 0.372 0.075
37: Valet 39 23% 8% 14 0.413 0.090
Transportation Transactions
38: Limousine 22 23% 8% 16 0.488 (.087
39: Standard Taxi (e.g., o o
40: Uber, Lyft, or other o o
Ride-Share Service 358 55% 3% 165 0.391 0.025
41: Shuttle Service 41 50% 10% 19 0.297 (.080
42: Valet 8 40% 19% 5 0.627 0.191
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Appendix C: National Tipping Outcomes—Excluding Only Full-Service Restaurant
Outliers

Table C1: Transaction Frequency and Characteristics by Industry (Standard Errors)
Industry Mean # of Mean Bill Size % of Bills Stiff Rate Tip
Daily Paid in Percentage**
Transacticns Cash

Full-Service 0.16 $48.91 34% 4% 20%
Restaurants (<0.01) ($1.79) (1%) (<1%) (<1%)
PartialService 0.55 $40.84 7% 63% 205%
Restaurants (0.01) ($13.10) (1%) (1%) (139%)

- 0.04 $271.64 45% 28% 82%
(<0.01) ($157.89) (3%) (3%) (12%)

, , 0.14 $165.17 56% 15% 178%
Stylists/Grooming (0.01) ($90.20) (19%) (1%) (126%)

o e 0.06 $261.95 55% 50% 39%
(<0.01) ($33.25) (2%) (3%) (10%)

S 0.04 $457 89 54% 20% 31%

(<0.01) ($335.88) (3%) (29%) (3%)

Fransportation 0.07 $48.47 43% 35% 72%
(0.01) ($7.72) (2%) (3%) (15%)

*Hotel and casino transactions are restricted to those with an associated bill {e.g., no valets or bellhops) for comparability
with other transaction categories.

**Tip Percentage is an estimate of the ratio of total tipping expenditure to total non-tipped expenditure {i.e., bill excluding
tips). [t is the mean of the ratic of the total tips (including zero tips) over hill size across all transactions, in which the
transactions are weighted by the product of poststratification weight and bill size.

Tabkle C2: Tip Characteristics by Industry (Standard Errors)

Industry % of Tips Mean Tip Mean Tip Mean Tip Ho: Cash—
Paid in Cash  Rate, All Tips Rate, Non- Rate, Cash Non-Cash
Cash Tips Tips =0 T-stat
Full-Service 59% 0.214 0.206 0.221 3 76%
Restaurants (1%) (0.002) (0.003) (0.003) '
Partial-Service 70% 5.106 16.753 0.502 101
Restaurants {1%) (4.574) {16.151) (0.068) )
Hotel 69% 1.053 1.601 0.835 3,49+
{5%) (0.099) (0.228) (0.068) '
Stylists/Grooming 75% 0.289 2.323 0.541 1.13
(2%} {0.380) (1.589) {0.051) )
Home 64% 1.386 2.092 1.124 4.18%
Maintenance (4%) (0.129) (0.206) (0.166) '
Casino 70% 1.737 1.603 1.844 0.95
{4%) (0.814) (0.276) (0.938) '
, 65% 1.555 3.642 0.668
Transportation 3%) (0.515) (1.698) 0.064) -1.75

*Statistically significant at the 5% level.
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Table C3: Total Annual Tipped Expenditure by Industry (Standard Errors)
Industry

Total Tipped
Expenditure, Non-

Total Tipped
Expenditure {Billions}

Total Tipped
Expenditure, Cash

Tips (Billions)**

Cash (Billions)**

National $9,610.05 $3,088.07 $6,206.51
($3619.72) ($1,315.23) ($3,228.49)
Full-Service Restaurants ﬁi’gg%‘% ?$735'2595; ?$525.558£;
Partial-Service $3,086.23 $1,332.59 $2,501.84
Restaurants ($2,506.62) ($855.84) ($2,341.68)
Hotel* $823.79 $137.25 $656.26
($595.34) ($52.05) ($573.23)
. . $3,454.82 $866.47 $2,550.30
Stylists/Graoming ($2,331.08) $677.00) ($2,273.53)
. $491.31 $230.85 $219.47
Home Maintenance
($117.53) ($83.05) ($73.39)
Casino* $501.26 $390.79 $85.02
($328.38) ($307.12) ($21.15)
. $213.69 $51.94 $135.93
Transportation ($63.78) ($14.42) ($48.43)

*Hotel and casino transactions are restricted to those with an associated hill {e.g., no valets or bellhops) for comparability

with other transaction categories.

** The sum of cash and non-cash expenditure will not necessarily sum 1o total expenditure because of non-respense to the

tip mode question.

Sub-Industry

N

Table C4: Stiff Rate and Tip Rates by Sub-Industry
Stiff Rate

Estimate

Standard

Error N

Full-Service Restaurant Transactions

1: Full-Service Dining | 3,487 3,319 0.214 0.002

Partial-Service Restaurants

Tip Rate

Estimate

Standard
Error

2: Fast Casual 2,305 48% 1% 1,153
3: Fast Food 4,845 80% 1% 872 1.380 0.657
4: Carryout/Delivery 1,692 48% 1% 848 0.477 0.150
5: Bar 300 2% 2% 274 0.743 0.234
6: Coffee Shops 1,078 H8% 2% 412 0.550 0.076
7: lce Cream/Smoothie
Shops 259 52% 1% 109 0.510 0.072
8: Self-
Service/Cafeteria/Buffets | 306 42% 4% 158 0.287 0.027
9: Food Car/Truck 82 44% 6% 43 0.452 0.110
Hotel Transactions
10: Concierge/Front
Desk Staff 320 72% 5% 61 1.172 0.171
11: Housekeeping 390 53% 3% 84 0.856 0.094
12: Room Service 325 30% 3% 157 1.065 0.132
13: Valet 84 23% 4% 50 1.599 0.598
14: Bellhop/Luggage 52 6% 3% 30 1.280 0.204
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Stiff Rate Tip Rate
Sub-Industry . Standard . Standard
Estimate Error Estimate Error
Assistance
15: Bar 107 31% 6% 59 1.103 0.154
16: Full-Service Dining 172 29% 5% 95 0.787 0.108
17: Self-
Service/Cafeteria/Buffets | 135 60% 5% 29 0.873 0.211
18: Shuttle Service
to/from Hotel/Motel 53 45% 8% 12 1.064 0.236
Stylists/Grooming Transactions
19: Hair Stylist 1,136 15% 1% 979 1.415 0.923
20: Barber 556 21% 3% 456 0.620 0.070
21: Manicurist/Pedicurist | 458 16% 3% 396 0.464 0.063
22: Massage Therapist 194 14% 2% 162 0.855 0.156
23: Waxing/Hair Removal | 156 18% 4% 133 1.192 0.349
24. Facial/Skin Care 151 42% 6% 80 0.878 0.164
25: Makeup Artist 21 14% 9% 15 1.563 0.451
Home Maintenance Transactions
26: Professional Movers 194 20% 4% 151 1.598 0.226
27: Maid or Cleaning
Service 291 29% 4% 196 1.686 0.271
28: Lawn/Gardening
Service 274 58% 4% 106 1.051 0.145
29;
Handyman/Repairman 293 73% 3% 78 0.784 0.128
30: Equipment Rental 90 74% 8% 26 1.421 0.240
31: Dealers 208 38% 4% 0
32: Floor Servers 270 30% 4% 113 1.037 0.184

Casino Transactions

33: Bar 315 21% 3% 197 0.811 0.094
34: Full-Service Dining 224 22% 3% 139 0.981 0.220
35: Self-
Service/Cafeteria/Buffets | 197 36% 3% 103 0.643 0.105
36: Shuttle Service
to/from Casino 53 26% 5% 22 20.438 16.283
37: Valet 6b 18% 6% 30 2.436 1.284
Transportation Transactions
38: Limousine a3 15% 1% 76 1.484 0.134
39: Standard Taxi (e.&.,
“yellow cabs™) 461 29% 3% 335 0.7¢1 0.080
40: Uber, Lyft, or other
Ride-Share Service 677 48% 3% 363 2.304 1.125
41: Shuttle Service 92 38% 7% 60 1.098 0.243
42: Valet 17 26% 16% 13 1.443 0.338




Appendix D: Commuting Zone Estimates

Please see attached Excel spreadsheet for commuting zone estimates.
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Results

In the coming section we present results for the “Differences in Samples™ and “Differences in
Differences” tests for the set of full-service restaurant!? transactions with a fully voluntary gratuity®®
obtained from the GfK and Ipsos samples.

Table 3 - Estimates of Average Differences in Ipsos and GfK (&) by Test

o . . . Unconditional Conditional
Ulncondrtlongl C9ndn|onal Ulncondrtlonf':ll Qondltlona! Differences in  Differences
Differences in  Differences  Differences in  Differences in Absolute in Absolute

Sample in Sample Differences Differences Di .
ifferences Differences
5 -0.004 -0.006 -0.003 -0.005 0.003 0.006
(-0.003) (0.003)* {-0.003) (-0.003) (-0.002) (0.002)*

Control
Variables? No Yes No Yes No Yes

Robust standard errors clustered on Coinmuting Zones in parentheses. * p<0.05; ** p<0.01

Table 4 - Estimates of Average Differences in Ipsos and GfK (8) by Test, Weighted
Unconditional  Conditional

Unconditional  Conditional Unconditional Conditional Differences in  Differences
Differences in  Differences  Differences in  Differences in Absolute in Absolute
Sample in Sample Differences Differences Differences Differences
5 -0.002 -0.004 -0.001 -0.003 0.003 0.005
{(-0.003) (-0.003) (-0.004) (-0.004) {(-0.002) {0.002)*
Control
Variables? No Yes No Yes No Yes

Robust standard errors clustered on Commuting Zones in parentheses. * p<0.05; ** p<0.01

“Differences in Samples” Test

The initial, unconditional “Differences in Samples” (Equation 1) test results are reported in the first
columns of Table 3 and 4. The estimated mean Ipsos tipping rate is approximately 0.4 percentage
points lower than the GfK tipping rate in the unweighted sample and 0.2 percentage points lower in
the weighted sample. This difference is not statistically significantly different from zero. Hence,
under the assumption that the GfK estimate represents a “gold standard,” the result of the
unconditional “Differences in Samples™ test is consistent with the |psos estimate being unbiased,
and thus favors the use of the Ipsos sample.

We also estimated the conditional model (Equation 2} in column 2 of Tables 3 and 4 which adds the
individual-level and geographic control variables to account for observable differences between the
respondents in the two samples!s, The point estimate for the conditional difference is 0.6

13 This definition includes both free-standing restaurants as well as those housed in a casino or hotel.

14 Due to the high degree of measurement error apparent in responses to the automatic gratuity amount, all observations
with an automatic gratuity were excluded from the analysis.

15 Some observations are lost from the Ipsos sample in column 2 due to missing values for the control variables. To
examine the degree to which these dropped observations may affect the inference regarding the difference in tipping
between Ipsos and GTK, in Table 5 the unconditional tests are run for the subsample with no missing observations on the

Page 15



















































Central (.023) (.030) (0.101) (0.124)
Mountain -011 .038 -0.050 0.158
(.023) (.029) (0.102) (0.123)
Pacific -040 .005 0.176 0.023
(.025) (.031) (0.109) (0.130)
Constant 407 341 0.468 0.734
(.034)** (.030)** (0.161)%* (0.173)%*
R2 092 054 0.070 0.040
N 12,137 12,137 12,137 12,137

Robust standard errors clustered on Commuting Zones in parentheses. Each nbservation represents a respondent. The
dependent variable in all cases is a dichotomous variable that takes a value of | if the respondent is a member of the Ipsos
sample and O il the respondent is a member of the GIK knowledge panel. Column 1 and 2 report unweighted and weighted
results for a linear probabhility medel, respectively. Columns 3 and 4 reports mean marginal effects for each variable
derived from a logit models of sample membership. Post-stratification weights were normalized to 1 for each sample and
then divided by 2 so that the combinced sample weights sum to 1. * p<0.05; ** p<0.01

Table 16 - Unconditional Tests Excluding Observations With Missing Data on Control Variables

Unweighted
Tip Rate Difference Absolute Difference
IPSOS -0.004 -0.003 0.004
(0.003) (0.003) (0.002)
Constant 0.184 -0.032 0.052
(0.002)** (0.003)** (0.002)**
R? 0.001 0.001 0.002
N 1,790 1,693 1,693
Weighted
Tip Rate Difference Absolute Difference
IPSQOS -0.002 -0.001 0.003
(0.003}) (0.004) (0.002)
Constant 0.180 -0.035 0.065
(0.002)** (0.003)** (0.002)%*
R2 0.000 0.000 0.001
N 1,790 1,693 1,693
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*if a portion of the gratuity or tip took the form of a non-monetary payment (e.g., a coupon or

event tickets) indicate the cash equivalent amount in this column. Note that non-monetary

transfers should only be counted as tips if they were used as payment for immediate service
and are used as a substitute for a maonetary tip. Non-monetary transfers that are used as
gifts/personal tokens of appreciations should not be counted as tips.

[Note: 1B is an alternative question format that could be tested during the usability phase. This

method would ask a variant of question 1 for each of the services and establishments of interest.
The goal for this approach is to improve participant recall and have them actively consider each type

of establishment we are interested with. If they answer yes, they get a follow-up question asking
them to list their expenditures for that type of establishment]

1B)

In the last <day/week/etc.>, have you purchased/visited a <list each

Establishment/Service Type (restaurant, casino, hair stylist, hotel/motel, taxi/limo, cruise
ship, auto mechanic)>?

1. No
2. Yes

[If Q1 is yes, list the table below for the service from the prior question]

Please answer the following questions regarding the amount spent and the amount tipped on this

purchase/visit.
Sub-Type Total bill Payment Amount of Amount Amount | Description
{e.g., for restaurants: amount type for bifl automatic of Payment | of non- of tip Iif
Café/Family-Style/Diners, | (after tax, {cash, gratuity voluntary | type for | monetary non-
Traditional before debit, added by tip voluntary gift* monetary
Restaurants/Casual automatic credit, establishment tip (text field)
Dining, Upscale Casual or check, gift {same
Dining, Fine Dining, Fast voluntary card, options
Food, Delivery, ice Cream, | gratuity) | smartphone as
Coffee Shops, Smoathie, credit or column
Self- app, paper 4;*
Service/Cafeteria/Buffets) or online
coupon
fe.g.
Grouponj,
non-
monetary,
other)
Drop down menu Text Multiple Text Multiple Text Text
choice choice
{select all (select
that apply) all that
apply)
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3) Run frequencies (weighted and unweighted)

11) Check calculated variables

4) Check variable names

12) Check coding of “other, specify”

5) Check variable labels

13) Address problems

6) Check value labels

14) Make changes to formats

7) Check weights (against known pop. totals)

15) Secondary review of final data set

8) Check unweighted sampling

16) Recheck all resultant values
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Appendix B: IRS Tipping Report on Cognitive and Usability Testing
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Appendix C: Final 2017 Consumer Tipping Survey
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Appendix D: Comparison of Estimates of Tipping Behavior Produced Using
Probability and Non-Probability Samples: Methodology and Results
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Table F2: Poststratification Variables, Weighted and Unweighted Proportions (Sources for Target
Proportions, N = 34,170)
Category Population Target Unweighted Proportion = Weighted Proportion

Rural-Urban Continuum Codes (ACS 5-Year)}

Counties in metro areas
of 1 million population or 54.90% 53.91% 54.90%
more

Counties in metro areas
of 250,000 to 1 million 21.17% 22.19% 21.17%
population

Counties in metro areas

of fewer than 250,000 9.18% 9.74% 9.18%
population
Non-metro counties 14.75% 14.16% 14.75%

Census Region (ACS 5-Year)

Northeast 18.09% 21.34% 18.09%
Midwest 21.31% 24.09% 21.31%
South 37.30% 34.72% 37.30%
West 23.29% 19.85% 23.26%

Educational Attainment (ACS 5-Year)

High School or Less 41.50% 22.80% 41.50%6
Some College 31.30%6 37.13% 31.30%6
College 17.31% 25.80% 17.31%6
Graduate Degree g.89% 14.18% g.89%

Gender (ACS 5-Year)

Female 51.37% 60.25% 51.37%

Male 48.63% 39.75% 48.63%

Age (ACS 5-Year)

30



Category Population Target  Unweighted Proportion = Weighted Proportion
1824 12.92% 7.56% 12.92%
2534 17.66% 18.46% 17.66%
35—44 16.74% 14.77% 16.74%
45-64 34.31% 39.72% 34.31%
65+ 18.37% 1g.50% 18.37%

Race/Ethnicity (ipsos Poststratification Weights)

Day of the Week of Survey Start Date

Non-Hispanic White 69.43% 80.64% 69.43%
Non-Hispanic Black 12.57% 7.37% 12.57%

Hispanic g.87% 6.11% 9.87%
Other Non-Hispanic 8.13% 5.88% 8.13%

Sunday 14.29% 12.51% 14.29%
Monday 14.29% 14.78% 14.29%
Tuesday 14.29% 14.32% 14.29%
Wednesday 14.29% 13.97% 14.29%
Thursday 14.29% 14.54% 14.29%
Friday 14.29% 16.63% 14.29%
Saturday 14.29% 13.24% 14.29%

Month of Survey Start Date

January 8.49% 11.61% 8.49%
February 7.67% 8.72% 7.67%
March 8.49% 8.73% 8.49%
April 8.22% 8.12% 8.22%




Category Population Target  Unweighted Proportion = Weighted Proportion
May 8.49% 8.21% 8.49%
June 8.22% 7.70% 8.22%
July 8.49% 7.66% 8.49%
August 8.49% 7.63% 8.49%
September 8.22% 8.22% 8.22%
October 8.46% 7.78% 8.46%
November 8.22% 7.75% 8.22%
December 8.49% 7.86% 8.49%

Table F3: MRP Poststratification Variables, Population Proportions (Sources for Variables,

N = 34,170)
Category Sample Proportion Population Proportion
Gender (DEM_3; Reference: Female)
39.75%
Age (DEM_1; Reference: 18-24)
25—34 18.46% 17.66%
35—44 14.77% 16.74%
4564 39.72% 34.31%
65+ 19.50% 18.37%

Educational Attainment (DEM_6_FINAL; Reference: High School or Less)

(Appended based on FIPS)

Some College 37.13% 31.30%

College 25.80% 17.31%

Graduate Degree 14.18% g.89%
County-Level Variables (Gy, )

% of County Foreign Born 14,48% 16.13%

Race/Ethnic Composition (Appended based on FIPS; Reference: % of County Population, White)

% of County Population, Black 11.73% 12.25%
. ,
% of Cour.nty ngulatlon, 14.81% 16.89%
Hispanic
% of County Population, Other 7.54% 8.29%

% of County Households by Income Bracket (DEM_8_FINAL; Reference: % of Households <$10,000}
% of Households, $10,000—

.23% .26%
$14,999 >3 >
% of Households, s15,000— 10.60% 10.54%
$24,999 i '
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Category Sample Proportion Population Proportion

% of Households, $25,000—- 10.15% 10.05%
$34,999

% of Households, $35,000— 13.48% 13.36%
$45,999

% of Households, $50,000— 17.92% 17.78%
$74,999

% of Households, $75,000- 12.17% 12.12%
$99,999

0

% of Households, $100,000— 13.12% 13.20%
$149,999

% of Households, $150,000+ 10.19% 10.51%

Rural-Urban Continuum Codes (Appended based on FIPS; Reference: Counties in metro areas of 1 million

population or more}

Counties in metro areas of 0
. . 22.19% 21.17%
250,000 to 1 million population
Counties in metro areas of fewer
than 250,000 population 9.74% 9.18%
Non-metro counties 14.16% 14.75%
Midwest 24.09% 21.31%
South 34.72% 37.30%
West 19.85% 23.29%
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organizational features such as the size of the establishment affects error. To account for this, for
the final data collection instrument, we might want to ensure that we are able to collect relevant
information about the establishment in order to incorporate those characteristics into our sector

typology for the purposes of either DM or MRP, even if it comes at the price of increased respondent
burden and risk of selection bias.
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Ayres, ., Vars, F. E., & Zakariya, N. (2005). To insure prejudice: Racial disparities in taxicab tipping.
The Yale Law Journal, 114, 1613-1674.

DESIGN OVERVIEW: 12 taxicab drivers (6 Black, 4 White, and 2 “other minorities”) completed
surveys immediately after dropping off customers for a total of 1,066 completed surveys. Tips were
calculated by subtracting the fare from the total cost of the ride. Drivers recorded sex, race, age,
passenger dress (proxy for wealth), and driver experience. They also recorded other interaction
characteristics, including whether they paid with cash.

RACE/ETHNICITY: White drivers were tipped 61% more than Black drivers (20.3% versus 12.6%) and
64% more than “other minority” drivers (20.3% versus 12.4%). Black drivers were 80% more likely to
be stiffed than White drivers (28.3% versus 15.7%) and “other minority” drivers were 131% more
likely (36.4% versus 15.7%). The mean tipping percentage of Black customers was 42% of the mean
tipping percentage of White customers {9.2% versus 21.6%). Hispanic customers’ mean tipping
percentage was just over half of White customers’ mean tipping percentage {12.0% versus 21.6%).
Asians tipped 75% of the White customers’ mean tipping percentage (16.2% versus 21.6%). White
customers stiffed the driver (10.6%) less frequently than Blacks {39.2%), Hispanics (34.3%), and
Asians (15.8%). Using a regression analysis and conftrolling for random driver effects, time, manner,
and place effects, Black drivers are tipped 9.1% less than White drivers. In the most complete

regression, Black passengers tipped 9% less than White passengers.

Azar, 0. H. (2007). The social norm of tipping: A review. Journal of Applied Social Psychology, 37(2),
380-402.

DESIGN OVERVIEW: A literature review of various tipping-related areas, including both theoretical
motivations behind tipping behavior and empirical studies on the subject. Areas of focus include the
relationship between service quality and tipping behavior, patronage frequency, bill size, service

quantity, and other variables.

Bodvarsson, Q. B., & Gibson, W. A, (1997). Economics and restaurant gratuities: Determining tip
rates. American Journal of Economics and Sociology, 56(2), 187-203.

DESIGN OVERVIEW: Authors test several hypothesis derived from economic theory on the
determinants of tipping. Data is based on 697 respondents to a survey conducted in 7 Minnesota
restaurants. Data collected included bill and tip size, number of food and drink items ordered,
number of people at the table, whether the respondent visited the establishment at least once a
month, and an assessment of service quality. To account for potential measurement error in tipping

due 1o social desirability bias, the tip rates reported by customers were passed by the servers who
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Brewster, Z. W., & Mallinson, C. (2009). Racial differences in restaurant tipping: A labour process
perspective. The Service Industries Journal, 29(8), 1053-1075.

DESIGN OVERVIEW: Literature review of two theoretical frameworks that try to explain the reasons
for lower tipping behavior among Blacks. The two frameworks that are discussed are that (1) Blacks
are unaware of tipping norms, hence leading to lower tipping behavior and (2) that Blacks tip at
lower rates because service providers (i.e., waiters) treat Black customers poorly because they

anticipate poor tips, creating a cyclical problem.

Chapman, G. B., & Winquist, J. R. (1298). The magnitude effect: Temporal discount rates and
restaurant tips. Psychonomic Bulletin & Review, 5(1), 119-123,

DESIGN OVERVIEW: Subjects included 50 undergraduate students participating for course credit.
Subjects completed a questionnaire that included two sections: an intertemporal choice and three
tipping scenarios. The tipping scenarios comprised a taxi ride, a restaurant dinner, and a haircut.
Each scenario included a brief description and asked how much the participant would tip based on
bill size. They were presented with four different magnitudes for each tipping setting. Participants
were also asked how much they had paid and tipped the last time they had used each of the service
scenarios.

INDUSTRY/SERVICE AND BILL SIZE: Tip percentages decreased with bill magnitude for each of the
three lipping scenarios, but ANOVA revealed a significant effect of magnitude for the haircut and
restaurant dinner scenarios. The magnhitude effect (i.e., tip percentages decrease significantly as the
bill size increases) was found 1o be present in both of these scenarios, indicating that participants

reported leaving bigger tips for smaller bills.

Crossley, T. F., & Winter, J. K. (2012). Asking households about expenditures: What have we
learned? In improving the measurement of consumer expenditures, National Bureau of Economic
Research,

METHODOLOGY: Article reviews literature examining the benefits and drawbacks of different
methods of collecting household expenditure data through surveys. There is little evidence to
suggest the supericrity of single survey modes {face-to-face interviews, telephone interviews, self-
administered questionnaires); while self-administered questionnaires may increase response rates
and quality by allowing respondents time 1o recall their expenditure patterns and reduce
confidentiality relative to modes requiring an immediate response to the interviewer, interviewers
may be able to provide more assistance to respondents who have issues with question

comprehension. Recall surveys may lead to downward biases in reported expenditure due to poor
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the meal and the tip that they received. Possible issues with this study are that there is no mention
of an incentive for the servers to maintain accurate record-keeping and that they might be
misreporting their tips as a whole.

GEOGRAPHY: The study found that people from urban areas tipped significantly more than those
from rural areas, but because the servers were not able to determine any kind of socioeconomic
variables such as income or education, this might be a spurious effect caused by other variables.
GENDER: Female servers received significantly greater tips than male servers (15.6% compared with
14.1%, though this was the smallest of the significant findings).

Even, W. E., & Macpherson, D. A. (in press). The effect of the tipped minimum wage on employees in
the U.S. restaurant industry. Southern Economic Journal.

DESIGN OVERVIEW: Two sets of regression analyses were run (specifically, the regressions were a
version of “difference-in-difference estimation”—additional details and citations about this regression
method can be found in the article): one using data from the Quarterly Census of Employment and
Wages (QCEW) and the other using data from the Census Bureau's Current Population Survey from
1990 through 2011. The regression equation controlled for changes due to season and various
demographic variables that would change earnings in the industry, and accounted for both the
federal minimum wage and the subminimum wage, among other factors.

Both data sources have their advaniages. The QCEW data is pulled from unemployment insurance
reports, ensuring essentially mandatory compliance for reporting. However, this data does not
provide work hours for workers, nor does it give characteristics of the workers. CPS data, on the
other hand, provides such characteristics, but because of methodology the sample for certain
industries and states can be quite small and introduce the possibility of error. Both data sets were
acknowledged to have specific strengths and weaknesses for their analysis.

NATIONAL AVERAGE TIPPING RATES: Findings from analyses of both data sources indicate that the
salary of tipped workers does increase along with minimum wage increase, though the QCEW data
points out that this only cccurs among full-service restaurants and is not seen among limited service
restaurants. Further findings indicate that increases in the minimum wage for tipped employees has
a negative influence on the employment of this population and that raises in this minimum wage

lead 10 reduced hours worked per week in addition to higher wages.

Fan, W., & Yan, Z. (2010). Factors affecting response rates of the web survey: A systematic review.
Computers in Human Behavior, 26, 132-139.
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discussed are underlying psychological issues that might be at work within the Black community,
including how the segregation of service in restaurants in the past might be the cause of certain
behaviors in the present. The author calls for a national study to look at this subject, with enough of
a sample to investigate racial differences across different areas with the sufficient detail needed to

draw concrete conclusions,

Filion, K., & Allegretto, 5. A. (2011). Waiting for change: The $2.13 Federal subminimum wage
(Briefing Paper No. 297). Economic Policy Institute and Center on Wage and Employment Dynamics.
DESIGN OVERVIEW: Analysis was conducted using the Census Bureau’s Current Population Survey
from 2008-2002. Descriptive results of reported wages were split by several demographic groups,
including worker gender, race, age, education, and across various states with differing levels of
wages for tipped employees.

NATIONAL AVERAGE TIPPING RATES: Overall, it was found that states with higher levels of
subminimum wages had higher reported hourly wages for waiters and tipped workers than states
with lower tipped minimum wages for tipped workers. However, it is worth noting that the median
wage of workers was higher in those states overall, indicating that the relative affluence of those
states are driving these changes.

GENDER: Demographic splits indicate that while females constitute the majority of tipped waorkers
and waiters {72.9% and 72.4%, respectively) they earn less on average than male workers,

particularly among waiters {$9.04 for females and $9.87 for males).

Frankel, L. L., & Hillygus, D. S. (2013). Looking beyond demographics: Panel attrition in the ANES
and GSS. Political Analysis. Advance online publication. dei:10.1093/pan/mpt020

METHODOLOGY: Article examines the determinants of respondent attrition in the American National
Election Studies {(ANES), an online panel survey, and the General Social Survey (GSS), a face-to-face
interview panel survey using logit regression. Both respondent demographics and survey experience
characteristics are included as predictors of attrition. Among the demographic characteristics, age,
education, and employment were negatively associated with attrition in the ANES, while ngn-English
preferences and the number of young children were positively associated with attrition. Age and
education had a statistically significant negative association in GSS, while foreign born and single
member household status were positively associated with the probability of attrition. Among the
survey experience characteristics, respondents to the ANES who reported a monetary motivation,
had a negative experience, and/or took a long time to complete the survey were more likely to

attrite, as were those who refused 1o answer the survey in the first wave. For the GSS, interviewer
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experience was found to be negatively associated with the probability of attrition, and respondents

who were interviewed by females were less likely to attrite.

Frash, R. E, Jr. (2012). Eat, drink, and tip: Exploring economic opportunities for full-service
restaurants. Journal of Foodservice Business Research, 15, 176-194.

DESIGN OVERVIEW: The author pooled point-of-sale (POS) processed guest checks and their
associated credit card checks from two restaurants (one fine dining establishment and one casual-
theme full-service restaurant). One hundred and fifty checks were randomly selected from each
restaurant’s weekly pool and each check had to meet several conditions, namely that the checks
had to include both food and alcoholic beverages, be from restaurants’ dining rooms {i.e., no checks
from the bar), be tendered after 5:00 p.m., paid by only one party, and not include any promational
or employee discounting, From the guest and credit card checks, the author recorded reliably
accurate information for the guest check dollar amount, percentage of the guest check spent on
alcoholic beverage purchases, server’s gender, dollar tip amount, and tip percentage. Time the guest
check was rendered and day of the week were also recorded.

INDUSTRY/SERVICE: Two hundred and ninety-seven guest checks were included in the final analysis
from the two restaurants. The median percentage of the guest check that was attributable to
alcoholic beverages was 26.8%, the median guest check was $40.67, and the median tip
percentage was 20.6%. A multiple regression was performed 1o predict the tip percentage from
percentage of the guest check used on alcoholic beverages. A positive relationship was found
between the percentage of guest check attributable to alcoholic beverages and the tip percentage of

the whole guest check.

Garrity, K., & Degelman, D. (1990). Effect of server introduction on restaurant tipping. Journai of
Applied Social Psychology, 20(2), 168-172.

DESIGN OVERVIEW: Forty-two, 2-person parties that ordered a Sunday brunch at a restaurant were
randomly assigned into two interaction conditions. In one condition, the server greets the customer
while introducing herself; in the other condition, the server just greets the customer.

CASH VERSUS CREDIT: Customers that used a credit card as a form of payment left, on average,
larger tips than those using cash (22.6% versus 15.9%).

Green, L., Myersen, J., & Schneider, R, (2003). Is there a magnitude effect in tipping? Psychonomic
Bulletin & Review, 10(2), 381-386.
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DESIGN OVERVIEW: In order to determine if there is a magnitude effect in tipping {i.e., as bill size
increases, percentage tipped decreases), researchers had two taxicab drivers, four restaurant
servers (from two restaurants), and four hair stylists (from two salons) record the total bill size and
the amount of the tip for each customer over several months. This amounted to nearly 1,000 service
encounters.

INDUSTRY/SERVICE AND BILL SIZE: The author’s regressed percentage tipped on the total amount of
the bill for all bills less than $100. The regression slopes were negative in each of the six cases (two
taxicabs, two hair salons, and two restaurants), indicating a magnitude effect. Linear regression
results for each of the six establishments demonstrate that as the total bill amounts get even larger,

the slope of the regression line becomes less negative, approaching zero.

Greenberg, A. E. (2014). On the complementarity of prosocial norms: The case of restaurant tipping
during the holidays. Journal of Economic Behavior & Organization, 97, 103-112,

DESIGN OVERVIEW: Data was pulled from all credit card transactions from a restaurant chain in
upstate New York over the course of ane year. All transactions required both a correct bill and tip
amount, so that situations when no tip was left on the credit card were dropped from the analysis
(because those situations likely included a cash tip since it was reported that instances of complete
“stiffing” among credit card customers were quite rare).

For their analysis, the “holiday period” was determined to be the weeks prior and post-Christmas
Day. Furthermore, other holiday days were added into the regression equation as a separate
variable. Customers were restricted in the analysis to those who were observed as having dined at
least once during the holidays and during the non-holiday period.

GEOGRAPHY: Forthcoming paper looking at whether prosocial behaviors (tipping behavior in general
and generosity during the holidays) compete with one another, leading to no change in tipping
behavior during the holidays, or whether they would complement one another such that people
would tip at higher rates during the holidays. Overall findings were that people tipped higher during
the holidays, but when the population was split, it was determined that this finding was skewed and
that while bad tippers tipped better, “good” tippers tipped even more.

Findings were that tips during the holiday period were 3.7% higher than in the non-holiday period
(24.3% overall).

Harrison, G. W., & List, J. A. (2004). Field experiments. Journal of Economic Literature, 42(4), 1009-
1055.
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METHODOLOGY: Article discusses the use of field experiments in economic research. In contrast to
traditional means of collecting data for the purpose of economic research—such as the use of
naturally occurring data, where treatment and control status are not assigned at random, or
laboratory experiments, where treatment status is randomly assigned but the setting is artificial—
field experiments feature the use of randomly assigned treatment status but in a natural setting.
They thus potentially allow the researcher to make causal inferences while simultaneously mitigating
issues of external validity that are prevalent in laboratory experiments. The article briefly discusses
findings from three types of field experiments that allow for varying degrees of external validity:
artifactual field experiments, where the subjects are aware of the experiment and the activity that
they undertake does not directly correspond to naturally occurring activities, but where the subject
pool represents a naturally occurring population of interest; frame field experiments, where, like
artifactual experiments, the subjects are aware that they are participating in an experiment but
where the subject’s activity in the experiment more closely corresponds to naturally occurring
phenomena; and natural field experiments, where the activity induced by the experiment is
something the subjects would do naturally and they are simultaneously unaware that they are
participating in an experiment, maximizing the chances that observed responses to the treatment

would hold outside of the context of the experiment.

Hill, D. J,, & King, M. F. (1993). An exploratory investigation into consumer knowledge of tipping
etiquette: Accuracy, antecedents and consequences. In W. Darden & R. Lusch (Eds.), Proceedings of
the symposium on patronage behavior and retail strategy: Cutting edge ilf (pp. 121-135).

DESIGN OVERVIEW: Sample was roughly 150 business majors ages 20 to 42 used for the analysis.
They were asked to provide responses to what the appropriate tipping levels were for various
services (not listed by the author, though the articles that they based these “correct” answers on
were listed). They created a battery of tipping-related items and used a factor analysis to determine
that there were five factors concerning tipping knowledge. Respondents were also asked a series of
27 developed questions on variables that were determined to influence tipping behavior from
literature reviews and one-on-one interviews on this subject. The 27 questions were determined to
have five useful factors: (1) social tipping orientation (their belief in the “social value of tipping”), (2)
tipping experience, (3) tipping confidence (their belief that their knowledge of tipping behavior was
correct), (4) tipping response (belief that poor service should receive poor tips, etc.), and (5) parental
influence.

TIPPING KNOWLEDGE: Ultimately, most of the factors were not found to be correlated to correct

tipping knowledge. The only two that were related were the parental influence (such that those who
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learned more from their parents had more correct knowledge) and the age they first tipped {which
also makes sense given that the earlier they started tipping, the more guidance they likely got from

their parents and practice they have with tipping bebavior).

Jargon, J. (2013, September 4). IRS rule leads restaurants to rethink automatic tips. The Walf Street
Journal. Retrieved from
http://online.wsj.com/news/articles/SB10001424127887323893004579055224175110910.
SERVICE CHARGE: Article reporting on the change in how the IRS counts tips automatically added to
the bill for large parties and the change that will occur starting in 2014. Under the new rules,
restaurants will have to take those automatic tips and add it to the servers’ actual wage at the end of
the pay cycle and withhold taxes from it. This means that servers will have to wait for that money, as
opposed 1o getting it at the end of the night, to ensure taxes are filed properly {which could mean
less income for servers), and cause more paperwork and costs to restaurants to manage additional
records.

This article was later cited by other websites, including NPR and the Consumerist {see Neuman,
2013; and Morran, 2013, citations).

Kerr, P. M., Domazlicky, B. R., Kerr, A. P., & Knittel, J. R. (2006). An objective measure of service and
its effect on tipping. The Journal of Economics, 32(2), 61-69.

DESIGN OVERVIEW: Author investigated how service quality, measured by the amount of time it took
1o deliver the meal, influenced the tip size. Other variables included in the analysis were gender, race
{White vs. all others), and income of the served location, Some information was added to the
analysis based on census information, particularly the income variable. Two delivery drivers from the
same restaurant measured all data in this study aside from “income,” which was added based on
census information on the location of the delivered food. The type of payment and the magnitude of
the bill were also considered in the analysis.

However, it is worth noting that this article does not specify how many cbservations are being
analyzed, or provide any information about the drivers other than state that the “personal attributes
of the drivers were quite similar.”

INCOME: Higher-income areas were more likely to leave better tips than lower-income areas.
GENDER: Males were found to tip marginally better than females.

CASH VERSUS CREDIT: Cash-paying customers were actually found to tip better than credit card
customers, but this effect was nensignificant when the magnitude of the bill was considered as part

of the regression equation.
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Klee, E. (2004). How people pay: Evidence from grocery store data. Federal Reserve Board.
Retrieved from http://www.newyorkfed.org/research/conference/20086/Econ_Payments/Klee_b.pdf
DESIGN OVERVIEW: Examination of household data from the Survey of Consumer Finances from
1995, 1998, and 2001. Findings indicate that the share of credit card and debit card usage has
increased over the years, while the usage of checks has decreased. However, these market shares
and usage rates will not apply to many tipping situations, and should only be considered for
demographic groups that have credit or debit cards.

AGE: Credit card usage differed somewhat by age, such that very young heads of households and
those over the age of 75 have lower credit card usage than other age groups, while debit card usage
differed significantly. Debit card usage was highest among the youngest cohort and decreased as
age increased.

INCOME.: For both credit and debit cards, usage rates increased along with rising income brackets,

indicating that more wealthy individuals are more likely to have credit and/or debit cards.

Kleven, H. J., Knudsen, M. B., Kreiner, C. T., Pedersen, S., & Saez, E. (2011). Unwilling or unable to
cheat? Evidence from a tax audit experiment in Denmark. Econometrica, 79(3), 651-692,
METHODOLOGY: Article reports results from a field experiment conducted on Danish tax filers where
tax filers were initially randomly assigned to one of two groups, where one group is subject to
rigorous audits while the other is not. Subjects are then randomly assigned to three groups, where
one group does not receive a notice of a future audit while the other two groups receive notices that
they will be audited with different probabilities {(50% or 100%}). Subjects in different treatment groups
are compared based on the difference in the amount of income that they report and baseline audit
data, with income broken down into that income that is subject to third-party reporting {i.e., there are
records kept by employers, etc., against which self-reported income can be checked) and income
that is purely self-reported. The authors hypothesize that only self-reported income should be
affected by past audits and the threats of future audits. Consistent with the hypothesis, the effect of
the enforcement treatments on evasion is close 1o zero for income subject to third-party reports, but
having been audited in the past and the prospect of future audits reduces evasion for self-reported
income. Evasion was generally substantially higher for self-reported income. Higher marginal tax
rates were found to increase evasion, though the effect was relatively small. The authors argue that
the results support the importance of enfercement through third-party reporting in explaining why

compliance is generally high in developing countries despite low audit probabilities and fines.

FINAL Page 45



Koku, P. 8. (2008). Is there a difference in tipping in restaurant versus non-restaurant service
encounters, and do ethnicity and gender matter? Journal of Services Marketing, 19(7), 445-452.
DESIGN OVERVIEW: Thirty-five participants were randomly selected for seven different service sector
businesses (245 total participants) that they indicated they had patronized within the past three
months. Service sector business included restaurants, barbershops/hair salons, spas, golf club
shops, auto detailing shops, auto mechanics’ shops, and valet parking. Participants were provided a
questionnaire that asked them if they tipped 15% or more of the total bill, less than 15%, or did not
tip at all. They were also given a space to provide a reason for their tipping decision.
INDUSTRY/SERVICE: For analysis purposes, the researchers combined all non-restaurant services to
compare against restaurant tipping. They also combined all those who said they tipped less than
15% and those who did not tip at all. Using a chi-square test, the researchers determined that there
is a difference between the reasons people tip in the restaurant industry and outside of it.
RACE/ETHNICITY: The researchers also compared White versus non-White respondents on tipping
tendencies outside the restaurant industry, and failed to find any difference.

GENDER: They only found a marginal difference between men and women in tipping outside the

restaurant industry.

Koku, P, 8. (2007). Some significant factors that influence tipping in service encounters outside the
restaurant industry in the United States. Services Marketing Quarterly, 29(1), 23-45,

DESIGN OVERVIEW: The sample included 12 MBA students (6 male, 6 female) who indicated that
they had used another service-sector business in addition to the restaurant industry in the past 3
months. Other service-sector businesses included spas/body massage, barbershop/hair salons, auto
mechanics' shops, plumbing services, auto detailing shops, valet parking, and lawn care services.
There were two sessions, All participants met in the first session for two hours and were asked about
service encounters in which they tipped in the past month and what led them to do so, as well as
service encounters in which they did not tip and why. The second session included 30-minute
individual sessions.

INDUSTRY/SERVICE: Using the framework of transaction cost analysis (TCA), the authors propose
several factors that influence a consumer’s tip in other service-sector businesses (i.e., service
industries other than restaurants). From information gleaned in interviews, the authors propose that
the customer's decision 1o tip is influenced by (1) quality of service, {(2) the length of time to be
served or have his or her issue resolved in an emergency situation, (3) the likelihood of repeat

purchase (which is influenced by service quality), and (4) budgetary constraints.
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Lynn, M. (1988). The effects of alcohol consumption on restaurant tipping. Personality and Social
Psychology Bulletin, 14(1), B7-91.

DESIGN OVERVIEW: The author became employed as a waiter at the restaurant where the study took
place. For just over a month, he recorded information for 207 dining parties, including bill size, tip
amount, whether alcohol was consumed and number of drinks, customer’'s gender, and payment
method.

BILL SIZE: A regression of tip amount on bill size indicated that tipping is strongly, positively related
1o bill size. The resulting equation found a y-intercept of .32 (32 cents) with an additional tip of 11%
of bill size; this accounted for 50% of the variance in tip amount,

INDUSTRY/SERVICE: After controlling for the relationship between bill size and tip amount and a host
of other variables, a hierarchical multiple regression found a significant effect for alcohol. The results

indicate that alcohol (but not number of drinks) consumption increases tipping.

Lynn, M. (2004). Black-White differences in tipping of various service providers. Journal of Applied
Social Psychology, 34(11), 2261-2271.

DESIGN OVERVIEW: A randomized telephone-based survey was conducted to determine the
difference in tipping behavior among various service industries. This data was acquired by Lynn in
order to conduct follow-up analysis regarding tipping differences between Whites and Blacks.
Waiters, bartenders, barbers, taxi drivers, food-delivery people, hotel maids, masseuses, bellhops,
and ushers at theatres or sporting events were the occupations of interest. In the final analysis, 894
respondents (811 White and 83 Black respondents) were used, Respondents were asked, “If you
received good service from _____ would you tip them a percent of the total cost of the service, tip
them a flat amount, or not give them a tip?” Respondents were asked this question nine times for
different service industries; waiter or waitress; bartender; barber, hair stylist, or cosmetician; cab or
limousine driver; food-delivery person; hotel maid; skycap or bellhop; masseuse; and usher at
theater, sporting events, etc. Respondents were then further questioned about the amount they
would tip if they indicated that they would tip a percentage or flat amount.

INDUSTRY/SERVICE: Waiters received the most tips among Whites, though barbers also had a high
tip percentage amount among both Whites and Blacks.

RACE/ETHNICITY: Blacks are less likely to base restaurant tips on bill size than are Whites. Black
percentage tippers leave a smaller average percentage of the bill than do White percentage tippers
across many service contexts. Finally, Black flat tippers leave larger average dollar tips than do White

flat tippers across many service contexts (e.g., bartenders, barbers, hotel maids, and masseuses).
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Lynn, M. (2013). A comparison of Asians’, Hispanics', and Whites' restaurant tipping. Journal of
Applied Social Psychology, 43(4), 834-839.

DESIGN OVERVIEW: An online survey was conducted via a large multistate restaurant, yielding 1,274
final cbservations after 64 subjects who refused the race/ethnicity question were dropped from the
analysis. The survey asked respondents about service and restaurant quality in addition to the size
of their bill and tip size. Service quality was used as a control when observing the differences
between the different racial groups.

This study asked respondent race/ethnicity as a single-item question, as opposed to how the U.S.
Census Bureau asks two questions, one for race and one for ethnicity. In this setup, respondents
could indicate that they were Hispanic or Black, but not both.

BILL SIZE: Flat-dollar tips increased along with bill size while percent tips decreased in the same
span.

RACE/ETHNICITY: Hispanics tip significantly less than Whites but there are no differences between
Asians and Whites. However, given the relatively low N of the Asian population {roughly 75

observations) the findings have to be taken with caution.

Lynn, M., & Gregor, R. (2001). Tipping and service: The case of hotel bellmen. international Journal
of Hospitality Management, 20, 299-303.

DESIGN OVERVIEW: A hotel bellman interacted with 50 different customers while delivering one of
two conditions of level of service, at a small luxury hotel. In the “limited” service condition, the
bellman met customers at their cars with a cart and loaded their bags and then accompanied them
1o their hotel room after they checked in, opened the door, and brought the luggage to their room.
They then asked guests if there was anything else they needed before collecting any tips and leaving
the room. The “full” service condition included the same treatment as the “limited” condition, but the
bellman also demonstrated how to use the television and thermostat, opened the blinds, and offered
1o getice for the guest. The bellman recorded the guests' experimental condition, sex, apparent age,
and tip following each interaction.

INDUSTRY/SERVICE: The hotel bellman received significantly higher tips for providing the “full”
service condition ($4.77) than the “limited” service condition {$2.40). The effect of increases in tips

based on service condition was similar among men, women, younger guests, and older guests.

Lynn, M., & Latane, B. (1984). The psychology of restaurant tipping. Journal of Applied Social
Psychology, 14(6), 549-561.
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percent tipped, after controlling for other variables, customer’s gender also predicted a significant

amount of variance in percent tipped. Men tipped slightly more than women (15.7% versus 14.6%).

Lynn, M. & McCall, M. (2000). Gratitude and gratuity: A meta-analysis of research on the service-
tipping relationship. The Journal of Socio-Economics, 29(2), 203-214.

DESIGN OVERVIEW: Meta-analysis conducted on a combination of published and unpublished
studies that had variables concerning tipping behavior and service quality, yielding observations for
2,547 dining parties across 20 different restaurants. The unit of analysis used was the N of
restaurants, as the authors argue that as tipping expectations and norms can vary by establishment,
that is the most appropriate level for analysis. Some splits were done 1o determine the relationship
between service quality and tipping behavior based on the metric used in the analysis and the
person providing the data, as some of the relationships were based upon a server's estimation of the
service quality rather than the customer’s,

Utimately, it was determined that there was a significant relationship between service quality and
tips, but that it accounted for less than 2% of variance in tipping behavior. This value was stronger
{almost b%) among studies that had stronger measures of service quality. However, there was no
such relationship found for measures that recorded the perceptions of servers, indicating that

servers do not see a link between service quality and tipping behavior.

Lynn, M., & McCall, M. (2000). Beyond gratitude and gratuity: A meta-analytic review of the
predictors of restaurant tipping. Working paper, School of Hotel Administration, Cornell University.
DESIGN OVERVIEW: The authors limited the meta-analysis to research concerned with the restaurant
industry where the data were collected about an individual service encounter from one of three or
more modes: {1} restaurant checks, charge receipts, and comment cards; (2} records kept each
evening by restaurant servers; and/or {3) interviews with patrons as they departed restaurants. A
total of 22 published studies and 14 unpublished studies were included in the meta-analysis. The
authors meta-analyzed the relationships of tip size to bill size and of bill-adjusted tip size 10 23
predictors from the tipping literature, including weather, payment method, and alcohol consumption.
BILL SIZE: The meta-analysis indicated that tip amounts were positively related to bill size. In fact,
the authors found that bill size accounted for about two-thirds of the variability in tip amounts.
GEOGRAPHY: Meta-analysis results indicate that patrons left larger bill-adjusted tips when the

weather was sunny.
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CASH VERSUS CREDIT: Patrons left larger bill-adjusted tips when they used a credit card as their
method of payment or when they received their bill on a tip tray embossed with a credit card
company’s insignia.

INDUSTRY/SERVICE: Alcohol consumption was not related to bill-adjusted tips.

Lynn, M., & Thomas-Haysbert, C. D. (2003). Ethnic differences in tipping: Evidence, explanations,
and implications. Journal of Applied Social Psychology, 33(8), 1747-1772.

DESIGN OVERVIEW: A pair of studies were conducted to investigate racial differences in tipping. The
first study was based on the data from the 1997 Speer article. The first study was based on the data
from the 1997 Speer article. The second study was based on a collection of data sets based on five
tipping articles that either interviewed customers after they had left their restaurant or the servers
after the customers had had their meal.

The first study used the data from Speer (1997), with an N of about 1,000 from a telephone survey
and about 100 Black respondents. The combination of data sets in the second study resulted in an
N of about 1,800 respondents, with 94 Black respondents, 149 Asian respondents, and 113
Hispanic respondents. All the restaurants in the five studies used in the second study came from in
or near Houston, Texas.

RACE/ETHNICITY: The first study showed the same results as in previous studies in that Blacks
tipped less than Whites, but additional mediating analyses were conducted. Age, income, education,
and tip size were all found to be partial mediators of the race/ethnicity relationship.

The second study found that Whites left significantly higher tip sizes compared with both Blacks and
Asians, but not Hispanics. Another finding of note was that Asians and Hispanics were more likely to

tie the percent tip to service quality than Whites and Blacks.

Lynn, M., & Williams, J. (2012). Black-White differences in beliefs about the U.S. restaurant tipping
norm: Moderated by sociceconomic status? International Journal of Hospitality Management, 31(3),
1033-1035.

DESIGN OVERVIEW: A pair of phone surveys were used for the analysis that used separate, but very
similar, questions. One survey asked, “Thinking about tipping overall, not your own practices, how
much is it customary for people in U.S. 10 tip waiters and waitresses?” The other survey asked,
“Thinking about restaurant tipping norms, how much are people in the U.S. expected to tip waiters
and waitresses?” Both questions were open-ended and results were coded into predetermined

respanse options, such as “15%-20%." Tipping knowledge was considered to be either partial {in
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Morran, C. (2013, September 5). Are these the final days of automatic 18% tips at restaurants?
Consumerist. Retrieved from http://consumerist.com/2013/09/05/are-these-the-final-days-of-
automatic-18-tips-at-restaurants/.

SERVICE CHARGE: Report on the change in how IRS considers the automatic 15% to 20% gratuity in
restaurants, citing the piece by Jargon (2013) in The Walf Street Journal. Darden Restaurants, parent
company of Olive Garden, Red Lobster, and LongHorn Steakhouse, has already reported that it was

going to drop the automatic gratuity policy because of this issue.

Neuman, S. (2013, September 5). IRS to count automatic gratuities as wages, not tips. NPR.
Retrieved from http://www.npr.org/blogs/thetwo-way/2013/09/05/219290573/irs-to-count-
automatic-gratuities-as-wages-not-tips.

SERVICE CHARGE: Blog post on the IRS’s change in how automatic gratuities are counted. The blog

post covers an original Wall Street Journal article on this issue (see Jargon, 2013, for original report).

Noll, E., & Arnold, S. (2004). Racial differences in tipping: Evidence from the field, Cornell Hospitality
Quarterly, 45, 23-29,

DESIGN OVERVIEW: Two unpublished studies, both of which were reported by servers from a large
restaurant chain, were used. In the first study, approximately 100 servers were asked a variety of
questions regarding supposed “tip predictors” such as race, alcohol use, and gender. The second
study aimed to investigate whether servers were accurately reporting their tip sizes as that
misreporting could significantly damage the results that were found in the first experiment. Two
servers in the same restaurant chain (but in another state) agreed to note their tips over a two-week
period. Overall, tips were recorded from 151 sets of customers.

RACE/ETHNICITY: Nearly all of the servers in the first study reported that they were aware of the
differences in tipping by race. Three-quarters of the servers indicated that their Black customers
were less likely to provide a tip, and when a tip was provided, more likely 1o tip below 15% than
White customers. In the second study, the two reporting servers reported similar findings for
differences between White and Black customers (though it is worth noting that outliers of tips over
26% were removed for both White and Black customers prior to analysis).

GENDER: In the first study, it was also found that male customers tipped more than female
customers.

INDUSTRY/SERVICE: In the first study, it was reported that customers who consumed alcohol gave

significantly higher tips than those who did not consume alcohol.
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Paul, P., & Gardyn, R. (2001). The tricky topic of tipping. American Demographics, 23(5), 10-11.
DESIGN OVERVIEW: The article used the same data source that was mentioned in the Lynn piece on
differences between Blacks and Whites among various service types (2004). Roughly 800 total
phone numbers were randomly called to get the survey population. The professions that were listed
in the article were waiters, bartenders, barbers, taxi drivers, food delivery workers, hotel maids,
skycaps or bellhops, masseuses, and ushers at theater or sporting events.

INDUSTRY/SERVICE: Waiters were tipped far more often on a percentage basis than all other listed
professions (74% were tipped a percentage compared with 22% who got a flat tip), and were also
tipped the highest amount when tipped by percentage (along with barbers, both at 17%). Of all other
professions, the percentage of respondents who said they were tipped a percentage was much lower
than that for waiters, ranging between 5% for ushers to 31% for taxi drivers and food delivery
workers.

NATIONAL AVERAGE TIPPING RATE: Waiters were also stiffed the least of all the professions, with
only 2% reporting stiffing behaviors. Of the other professions, only masseuses (25%), hotel maids
(26%), and ushers (70%) were stiffed at rates greater than 20%, while bellhops were stiffed the least
of the other professions at 10%.

GEOGRAPHY: Various regional differences were discussed, such as respondents from the Northeast
region gave higher tips to waitstaff and busboys (16% to 20%, respectively) compared with other
regions, but they tipped cab drivers less than other regions (21% only gave a dollar or less for cab

rides compared with 13% from the rest of the country).

Pearl, R. B. (1984). A survey approach to estimating the tipping practices of consumers. Special
report on regression analysis to the Internal Revenue Service under contract TIR-81-21, Survey
Research Laboratory, University of lllinois, Champaign, IL.

DESIGN OVERVIEW: Special analysis of the 1982 data using regression. Analyses were run using
both a weighted and unweighted approach in order 10 examine both the propensity to tip and the
tipping percentage on gccasions where a tip was left. Regressions using scaled weights produced
somewhat better regressions and were used in the final analysis. These analyses produced R? values
of .20 for tipping behavior, but only .13 for regressions related to the actual tipping rate. Propensity
to tip was mostly predicted by whether it was for full-scale restaurants or for snack places.

GEOGRAPHY: Metro areas tipped at higher levels than nonurban areas.
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Pearl, R. B., & McCrochan, K. F. (1984). Estimates of tip income in eating places, 1982. Statistics of
income Bulletin, 3(4), 49-53.

METHODOLOGY: Authors attempt to improve upon prior attempts at estimating tipping income for
restaurants through the analysis of a large (N = 10,000 households of two or more related persons +
2,800 households of one or two unrelated persons) diary panel of restaurant patrons for 1982,
Respondents kept a diary where they recorded information about all eating occasions over the
course of a two-week period in a given quarter. The large sample (weighted to be representative of
the U.S. population in the given years) allowed for the more precise estimates, while querying
customers rather than employees or managers of establishments on tipping behavior mitigated bias
that may have resulted from the incentive of employees to underreport tipping income or managers
10 exaggerate tipping income in order 1o justify subminimum wages. The authors argue that the use
of a diary as opposed to a survey increases the accuracy of the information provided, because
details of dining occasions are recorded closer to the time of the meal. In addition, they maintain
that the use of a diary lowers the probability that respondents will exaggerate the size of the tip in
order to impress the interviewer,

NATIONAL AVERAGE TIPPING RATES: The results of their analysis of data from the diary imply that
tips comprised approximately 7.4% of all expenditures and 14.3% of all expenditures on meals
where tipping actually occurred.

INDUSTRY/SERVICE: Respondents were asked 10 categorize establishments in six types (family,
atmosphere/specialty, coffee shop, cafeteria, fast-food and drive-in, and take-out)} where the first
three categories were classified by the authors as “lipping establishments.” Within the tipping
establishments, sit-down and specialty establishments received tips on 60% of occasions, Within
this group, tips made up 12.9% of all expenditures and 14.5% of all expenditures on occasions

where a tip was actually given.

Pearl, R. B., & Sudman, S. (1983). A survey approach to estimating the tipping practices of
consumers. Final report to the Internal Revenue Service under Contract TIR-81-21, Survey Research
Laboratory, University of lllinois.

DESIGN OVERVIEW: Methodology was very similar to the previous report on 1979 tipping behavior
that was conducted by NPD, with a sample of 10,000 families and an additional 2,800 households
containing one or two unmarried people. The study was updated 1o include tipping behavior not only
in restaurant situations, but also in other industries, including bars, hotels, barbershops, and taxi
services. In this case, each household maintained records of tipping behavior at eating places during

a one-week period each quarter, with half of the sample doing this in addition to a supplementary
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GENDER: Mixed findings regarding gender were found between the probit and truncated Tobit
models. The probit model showed a marginally higher tipping total from women than men, but an
opposite finding was reported in the truncated Tobit analysis.

RACE: White respondents were found to tip marginally more in only one of the three models (the

censored Tobit) and race was generally found to be a nonsignificant variable.

Seiter, J. S., & Weger, H., Jr. (2013). Does a customer by any other name tip the same? The effect of
forms of address and customers’ age on gratuities given to food servers in the United States. Journal
of Applied Social Psychology, 43, 1592-1598.

METHODOCLOGY: A field experiment of diners (N = 142) at two Utah restaurants was conducted to
examine the effects of differences in how servers addressed customers (first name, Mr./Mrs., etc.)
on tip rate. A regression analysis was conducted that included form of address effects, customer
age, and the interaction between age and form of address. Data was collected by three
student/servers,

AGE: In the regression model without the interaction (i.e., just form of address and age), customer
age had a negative association with tip amount, but the estimated relationship was not found to be
statistically significant at the 5% level, but was at the 10% level {p = .09). This negative relationship

was stronger when the customers were addressed by their first name.

Simpson, H. (1997). Tips and excluded workers: The New Orleans test. Compensation and Working,
Bureau of Labor Statistics, 32-36.

DESIGN OVERVIEW: Data was gained from “BLS field economists” in face-to-face interviews for the
most part. Of the 359 establishments that were sampled, 77% provided some data, but only 11
provided tipping data, indicating that the findings in this article are to be considered as preliminary
without any significance testing. Besides information regarding the number of tipped workers at the
establishment and the dollar amount of tips collected, the BLS workers also gave a rating for their
confidence in the data that was provided. However, while the majority (82%) of the data for “hours
worked” was determined to be good, only 55% of the tip data was considered to be good, and 27%
was considered “poor.” This indicates that the data in the article might be flawed and underscores
the difficulty of obtaining reliable tipping data.

SERVICE/INDUSTRY: Of the occupations that met publication criteria (certain number of workers
from a certain number of establishments at least), waiters had the highest amount of average tips
per hour ($6.10), followed by hostesses ($5.73), bussers ($4.86), and bartenders ($3.70).
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GEOGRAPHY: The article reports that tipped employees would underreport their tips during the busy
months and overreport during the slower months in order to balance things out for their bosses and
create less hassle. Similarly, the months when data was collected (July-August) were considered to

be slower tourist months, so the data might be skewed somewhat by that.

Speer, T. (1997). The give and take of tipping. American Demographics, 19(2), 51-54.

DESIGN OVERVIEW: Random telephone survey of roughly 1,000 adults in 1998, Respondents were
asked what the largest determining factor was regarding their tipping behavior, and service was
often claimed as the most important thing, though this percentage was smaller among non-
restaurant services.

INDUSTRY/SERVICE: Roughly 28% of respondents indicated that they never tipped the individual in
the hotel who replaces their towels and bed sheets. Also of note was that 36% of respondents
indicated that they always carried their baggage at hotels and airports, and were thus unable to
answer any questions about tipping this particular profession. Similarly, roughly half of adults
reported that they don't use taxi cabs or limo drivers, so they were unable to answer any such
questions about tipping behavior. Finally, 40% of respondents indicated that they are never served
by bartenders.

Alsc worth noting is that this article has a chart that indicates the percentage of respondents who
indicate specific tipping percentages for a number of different industries.

INCOME: Higher-income ($50,000 or higher) individuals reported that the reason they tipped was
that they tipped to help some individuals {notably parking valets, luggage handlers, and taxi drivers).
Lower-income individuals were less likely to tip at all because they reported that the bill should
reflect the full cost of the service, though this behavior does not extend to waiters.

GEOGAPHRY: Southerners were mare likely to say they would never tip for some services, mostly taxi
drivers, waitstaff, and barbers, while Midwesterners were the most likely to say that they would never
tip parking valets, bartenders, maids, and luggage handlers. Northerners tipped the highest of the
groups when split by region, or reported as much.

GENDER: In this study, women were reported as more likely to leave a tip than men, particularly
when it comes to services other than taxis or waitstaff. Women are more likely to report that they tip

based on the impact that it has on others when compared with men.

Star, N. (1988). The international guide to tipping: When, where, and how much to tip in the U.S. and
around the world. New York, NY: Berkley Books.
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DESIGN OVERVIEW: Star's book discusses cross-country differences in tipping. Specifically, the
author describes expectations and norms for tipping across 38 professions in 34 different countries.
The 38 professions cover a diverse set of service-related professions including restaurant jobs (e.g.,
severs, bartenders, hostesses, etc.), guides, hotel staff, and hair stylists. According to Lynn, Zinkhan,
and Harris (1993) that had correspondence with Star, her tipping suggestions and summaries were
primarily based on questionnaires sent to hotels, national railroads, resorts, restaurants, tour

groups, and so on in each of the 34 countries.

Thomas-Haysbert, C. D. (2002). The effects of race, education, and income on tipping behavior.
Journal of Foodservice Business Research, 5(2), 47-60.

DESIGN OVERVIEW: Phone surveys were conducted on a population of 1,005 respondents. The
phone survey was conducted by Market Facts for American Demographics and methodology of the
phone survey is discussed in greater detail in another article {(Speer, 1997). Questions were asked
regarding whether respondents tipped various service-industry workers such as servers, bartenders,
taxi drivers, parking attendants, and luggage handlers, and why they tip or did not tip.
INDUSTRY/SERVICE: Luggage handlers were tipped the most (98% said they always tipped this
group, followed by servers, parking attendants, taxi drivers, and bartenders.

INCOME: Income was found to significantly affect tipping behavior and when used as a dichotomous
centrolling variable it nullified the influence of race on tipping behavior.

EDUCATION: Same effect as income was found in that it is significantly related to tipping behavior
and when used as a control it nullifies the effect of race on tipping behavior.

RACE/ETHNICITY: White respondents tipped every category of worker significantly more often than
Black respondents, but this effect was nonsignificant once education and income levels were
considered for all service workers except for taxi drivers. However, Black respondents were more
likely to indicate that service quality was more important to them than White respondents and that
they tipped more to ensure better service in the future. Blacks were also maore likely than Whites to
indicate that they did not tip because they felt that it should be included in the bill. Black
respondents reported that they tipped less than Whites but this effect was nullified when income

and education were incorporated into the model.
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2017 IRS Tipping Questionnaire
[Modified December 23, 2016]

Revisions made on December 12 are highlighted in [}

Changes compared with the 2015 version of this questionnaire:
» Updated standard screeners to the most recent versions.
» Changed 2015 to 2016 in the intro on page 6.
e Changed 2016 to 2017 in March 2017 during fielding.
¢ Updated the OMB number on the last page to “-”

e Replaced prior programming notes referring to "DEM_4" with “_ .
o Moved race & ethnicity question towards the end of the questionnaire.

Definition of 1,500 completes (tippers) per month:

¢ Answer “o1” (Yes) to any of Q1_A, Q2_A, through Q6_A questions AND
» Also answer “01” {Yes) to corresponding _G questions.









{Cortex 5 Standard Screener: DO NOT MODIFY]

HCAL STDREGION 4CODES Label US. Hidden Question: Census Region

O 1
QO (2
0 @
O (4

{Cortex 5 Standard Screener: DO NOT MODIFY]

Northeast
Midwest
South
West

e e e e

HCAL STDREGION Label US. Hidden Question: Census Division

East South Central
West South Central

ONORORONORONORONS

)
(2}
3}
&)
) South Atlantic
)
)
)
)

{Cortex 5 Standard Screener: DO NOT MODIFY]

Time Zone Label US. Hidden Question: Time Zone

{5)Eastern (GMT -05:00)

{6) Central {(GMT -06:00}

{7) Mountain {(GMT -07:00)

B) Pacific (GMT -0B:00)

g) Alaska (GMT -0g:00)

10) Hawaii-Aleutian Islands {(GMT -10:00}

ONORONORORS.

{
{
{
{Cortex 5 Standard Screener: DO NOT MODIFY]

[PN: USRETH?3 can be asked alone {without USRACE4}]

{Cortex 5 Standard Screener: DO NOT MODIFY]

USEDU3. What is the highest degree or level of school you have completed?

Select only one

O Education through Grade 12 [Expandable Header]
o _1Grade 4 orless
o _2Gradegto8
o _3Gradegto11
o _4 Grade 1z (no diploma)

O High School Graduate [Expandable Header]
o _5 Regular High School Diploma
o _6 GED oralternative credential

Q College or Some College [Expandable Header]
o _75ome college credit, but less than 1 year















02 Debit

03 Credit

04 Check

o5 Gift Card

06 Smartphone credit or app

o7 Paper or online coupon (e.g., Groupon)
o8 Non-monetary*

0g Other

-G9 Refused

-100  Valid Skip

[Instructions at the bottom of response option list] *Examples of non-monetary gifts are: concert
tickets, a bottle of wine, or a meal. Note that non-monetary gifts should only be recorded if they
were used to compensate for the service. Non-monetary gifts that are given as personal tokens of
appreciation should not be recorded.

OPEN-ENDED ANSWER
Qa_I. What was the amount of voluntary tip you paid? When filling in cents please enter a value from

00-99.

s[TEXT BOX].[TEXT BOX] [PROG- RANGE IS $0.01-
1,000,000]
-G9 Refused

-100  Valid Skip

SINGLE PUNCH ANSWER
Qa_J. Have you made any other transactions at a restaurant or other prepared food/drink service in the
last calendar day?

00 No [SKIP TO Qz_A]

o1 Yes [PROCEED TO NEXT INSTRUCTION PAGE ]
-99  Refused [SKIP TO Q2_A]

-100  Valid Skip

Instruction Page
Please record your next transaction in the same way as before. [PROCEED to new record for O1_B]

[PROG:MAX ITERATION FOR EACH SERIES OF QUESTIONS IS 20: WILL NOT SKIP TO NEXT
ITERATION IF WE ALREADY COLLECTED 20 RESPONSES. INSTEAD, THEY SHOULD GO TO
NEXT SECTION IN RANDOMIZATION].

{IIRANDOMIZE DETERMINE NEXT SERIES OF QUESTIONS, SELECT FROM Q2_A - Q6_A.
RANDOMLY SELECT AFTER EACH SERIES IS COMPLETE/}/












SINGLE PUNCH ANSWER
Qz_J. Have you made any other transactions at a hotel/mote! in the last calendar day?

0o No [SKIP TO Qa_A]

01 Yes

-g9 Refused [SKIP TO Q3_Al]
-100  Valid Skip

Instruction Page
Please record your next transaction in the same way as before. [PROCEED to new record for Q2_B]

[PN: MAXITERATION FOR EACH SERIES OF QUESTIONS IS 20: WILL NOT SKIP TO NEXT ITERATION IF WE ALREADY
COLLECTED 20 RESPONSES. INSTEAD, THEY SHOULD GO TO NEXT SECTICN IN RANDOMIZATION].

SINGLE PUNCH ANSWER
Q3_A. Inthe last calendar day, have you made any transactions for personal grooming, beauty, or massage

services?

0o No [SKIP TO Q4 _A]
01 Yes
-g9 Refused [SKIP TO Q4_A]

Instruction Page
On the next page, we will ask you to record one personal grooming, beauty, or massage service transaction

that you made in the last calendar day. You will have an opportunity to record a separate transacticn of this
type later. If you had more than one transaction of this type (even at the same establishment and/or during
the same visit), please record each separately. Do not record transactions for which you have already
provided information.

[NEXT]

SINGLE PUNCH ANSWER
Q3_B. What type of service did you receive? Record each transaction separately.

01 Hair Stylist

02 Barber

03 Manicurist/Pedicurist
04 Massage Therapist
05 Waxing/Hair Removal
o6 Facial{Skin Care

07 Makeup Artist

-g9g9 Refused

-100  Valid Skip

{HSOFT PROMPTY{!















(select all that apply)

01 Cash

02 Debit

03 Credit

04 Check

o5 Gift Card

06 Smartphone credit or app

07 Paper or online coupon (e.q., Groupon)
o8 Non-maonetary*

09 Other

-99 Refused

-100  Valid Skip

[Instructions at the bottom of response option list] *Examples of non-monetary gifts are: concert
tickets, a bottle of wine, or a meal. Note that non-monetary gifts should only be recorded if they
were used to compensate for the service. Non-monetary gifts that are given as personal tokens of
appreciation should not be recorded.

OPEN-ENDED ANSWER
Q¢ _l. What was the amount of voluntary tip you paid? When filling in cents please enter a value from

00-99.

$[TEXT BOX].[TEXT BCX] [PROG- RANGE IS $0.01-
1,000,000]
-99 Refused

-100  Valid Skip

SINGLE PUNCH ANSWER
Qq_l. Have you made any other transactions for moving or household maintenance services in the last

calendar day?

(o] No [SKIP TO Q5_A]

01 Yes[PROCEED TO NEXT INSTRUCTION PAGE]
-g9g Refused [SKIP TO Q5_A]

-100  Valid Skip

Instruction Page
Please record your next transaction in the same way as hefore. [PROCEED to new record for Q4_B]

[PN: MAX ITERATION FOR EACH SERIES OF QUESTIONS IS 20: WILL NOT SKIP TC NEXT
ITERATION IF WE ALREADY COLLECTED 20 RESPONSES. INSTEAD, THEY SHOULD GO TO
NEXT SECTION IN RANDOMIZATION].









03 Credit

04 Check

05 Gift Card

06 Smartphone credit or app

07 Paper or online coupon (e.g., Groupon)
o8 Non-maonetary*

09 Other

-9 Refused

-100  Valid Skip

[Instructions at the bottom of response option list] *Examples of non-monetary gifts are: concert
tickets, a bottle of wine, or a meal. Note that non-monetary gifts should only be recorded if they
were used to compensate for the service. Non-monetary gifts that are given as personal tokens of
appreciation should not be recorded.

OPEN-ENDED ANSWER
Qs5_|. What was the amount of voluntary tip you paid? When filling in cents please enter a value from
00-99.

$[TEXT BOX].[TEXT BOX] [PROG- RANGE IS $0.01-
1,000,000]

-9 Refused

-100  Valid Skip

SINGLE PUNCH ANSWER
Qs5_1. Have you made any other transactions at a casineo in the last calendar day?

00 No [SKIP TO Q6_A]
01 Yes [PROCEED TO NEXT INSTRUCTION PAGE]
-9 Refused [SKIP TO Q6_A]

-100  Valid Skip

Instruction Page
Please record your next transaction in the same way as hefore. [PROCEED to new record for Qs_B]

[PN: MAX ITERATION FOR EACH SERIES OF QUESTIONS IS 20: WILL NOT SKIP TO NEXT ITERATION IF WE ALREADY
COLLECTED 20 RESPONSES. INSTEAD, THEY SHOULD GO TO NEXT SECTION IN RANDOMIZATION].

SINGLE PUNCH ANSWER
Q6_A. Inthe last calendar day, have you made any transactions for a taxi, limausine, rideshare, or shuttle

service?

T

01 Yes












O

_7 Prefer not to answer [EXCLUSIVE]

[Cortex 5 Standard Screener: DO NOT MODIFY]

USo1ETH (hidden question}. Which of the following best describes you?

oNoRoNoNONONONONE

White or Caucasian (not Hispanic or Latino)

Black or African-American {not Hispanic or Latino)
Asian/Pacific Islander

MNative American, Alaska Native, Aleutian
Hispanic or Latino {(White or Caucasian)

Hispanic or Latino {Black or African-American)
Hispanic or Latine {all other races/multiple races)
Other

Prefer not to answer

[Cortex 5 Standard Screener: DO NOT MODIFY]

USo1ETH (mapping). USo1ETH Mapping from USRETH3 & USRACE4

Hispanics are treated as 15t priority

o O O 00O

o OO0 OO0 0O 00

If USRETH3=1(Yes)

a} Andif USRACE4= at least two punches {no matter which) OR USRACE4= only one punch
among (3,4,5,6,7), then USo1ETH= Hispanic or Latino (all other races/multiple races)

by Andif USRACE4=only one punch and that is 1, then US01ETH= Hispanic or Latino (White
or Caucasian)

c¢)  Andif USRACE4=only one punch and that is 2, then US01ETH= Hispanic ar Latina (Black
or African-American)

Black are treated as 2nd priority

If USRETH3= 2{No} or 3{Prefer not to answer}) and USRACE4=2 {(no matter how many punches
or race, as long one of thern is -2}, then USo1ETH- Black or African-American (not Hispanic or
Latino)

Native American are treated as 3rd priority

If USRETH3- 2{No} or 3 (Prefer not to answer) and USRACE4-3 {no matter how many punches
or race, as long one of thern is -3}, then USo1ETH- Native American, Alaska Native, Aleutian
Asian are treated as 4th priority

If USRETH3- 2{No} or 3{Prefer not to answer) and USRACE4- 4 or g {no matter how mary
puniches onrace, as long one of them is —4 or 5}, then USo1ETH- Asian/Pacific Islander

Other are treated as sth priority

If USRETH3- 2{No} or 3{Prefer not to answer) and USRACE4-6 (no matter how many punches
onrace, as long one of themis &), then USo1ETH Other

White are treated as 6th priority

If USRETH3 2(No)or 3(Prefer not to answer)and USRACE 1, then US0o1ETH  White or
Caucasian (not Hispanic or Latino)

Prefer not to answer are treated as sth pricrity

If USRETH3 2(No)or 3(Prefer not to answer) and USRACE, 7, then USe1ETH  Prefernot to
answer








