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      Preface


      Richard Seltzer

    


    
      The last time I remember making any money from a tip was in 1964, as a 13-year-old golf caddy at a country club. I was paid $4 for lugging two bags for nine holes and occasionally was tipped an extra dollar by the same older women who regularly hired me. A year later, I worked for $1.15 an hour in the tobacco fields of Connecticut where I weeded, picked, and hung tobacco in the barns. After that summer, vacation jobs mostly involved construction work. Later on, I worked full-time for a landscaping company and eventually earned my living at a lawn sprinkler outfit. Installing home systems, sometimes in hot weather, customers would on occasion give me a soda—the closest I ever came to a tip.


      Once I started teaching, I was paid a salary instead of an hourly wage. I started consulting several years later and billed by the hour to supplement my teaching salary. All these years, I have never been given one tip as a teacher or consultant, although in teaching we do get (though not often enough) salary increases. These are often retroactive and the retroactive part is considered by some to be a bonus—although it is not. I do sometimes, however, receive gifts from students. As I look around my office, I notice prayer beads, a small wooden head from Africa, a coffee cup, a Pokemon-type fuzzy from Japan, and a variety of other trinkets. When I smoked back in 1981, a student once offered me a carton of Camels. I considered this close to a bribe, and I politely returned the gift.


      The first time I seriously thought about tipping was when I spent ten days in Egypt. I was somewhat offended by the practice of baksheesh. It seemed like everyone had a hand out looking for money. I would have been delighted if tips were simply automatically added to every bill. I was very uncomfortable because I didn’t know the protocol. Who gets baksheesh and how much do they get? On my seventh day in Egypt, I was somewhat astounded when I offered baksheesh to an interpreter, and he refused to take it. Why did he refuse? The other two interpreters we had used previously had happily taken baksheesh.


      So, how did I get interested in tips and commissions? Most of my research is about race relations and jury behavior. I guess I just got curious. One night, my wife and I had dinner at a restaurant with another couple. We asked that the check be evenly divided into two credit cards. When it came time to fill in the tip, I had a discussion with the other person who was paying: “How much should we leave?” He said we only should tip 18% on the food portion of the bill and not to tip on the liquor portion. I had never thought about this before, and it didn’t seem right to me. What’s the proper tip and how should we figure it out? If we did not tip for liquor then how did the bartender get tipped? Did the server split the tip with the bartender? I didn’t have a clue.


      Out to dinner another night, we got to talking with our waitress. That’s when I first heard about the tip out. I was surprised. I didn’t know that most servers give a portion of their tips to the other staff, but I asked myself, “Who’s included in the tip out?” Does the tip out involve bussers, runners, bartenders, managers, cooks, and hostesses? Who makes the decision about who shares in the tips, and what is the proper amount of the split? Eventually, I found that I had stumbled upon several interrelated questions:


      1. How much money do servers make from tips, and how does this compare with their hourly wage?


      2. What is the typical amount that people tip?


      3. What factors affect the amount of the tip: the type of restaurant, time of day, characteristics of the server (gender, race, attitude), or characteristics of the customer (gender, race, age, class)?


      4. How do servers share their tips with others in the restaurant? With whom do they share the tips? How much do they give each one? How are these decisions made?


      Once I began to ask questions about tipping for servers it was an easy jump to other workers. The person who cuts my hair owns the hair salon. The 15 minutes it took to get my hair cut provided ample time to discuss the protocols of tipping and tip outs. Over half-a-dozen haircuts, I learned that the process is not clear-cut.


      At same the time that I began to get curious about tips, my family moved to a new home. We sold a house and bought another one. I was aghast that the realtor wanted 6% of the sale price on the old house. Six percent of $400,000 seemed like a lot of money ($24,000). I really had no idea how the commission structure worked in real estate. I learned that if the buyer also had a realtor, the two realtors would split the 6%. If I found a buyer, I would only have to fork over 4%. If the buyer walked in without his or her own realtor during an open house, our realtor could keep the full 6%. Then, I got curious. Does it always work the same way? Everywhere? Everytime? At an open house one day, a colleague substituted for our realtor. How was the stand-in realtor compensated?


      Furthermore, if the realtor got 3%, did the realtor I was working with get to keep it all? How much went back to the real estate agency? Did she actually work for the agency, or was she an independent contractor? The house was advertised in at least three different newspapers. Who paid for this? This experience with my house got me thinking about how commissions and bonuses fit together with tips. Like tipping, calculating the amount of commissions and bonuses is not obvious. Who gets commissions and bonuses? How much do they get? And how are they split?


      I use the term nonstandard compensation to group together tips, commissions, and bonuses. If you don’t get a tip, a commission, or a bonus, you should know how much you will earn hourly or by the pay period. This book deals specifically with tips, and there is a companion volume that takes a similar approach to understanding commissions. Much of this project really arises from my curiosity of how people get paid when the amount of compensation is not straightforward.


      My wife says that I am too nosy, but finding out about tips, commissions, and bonuses is important in its own right. However, an added benefit of this research is that people talk a lot about their jobs: the nature of their work; whether they like their job or not; why they have a positive or negative attitude toward their work; what they think of their coworkers, managers, and customers?


      Detailed notes were taken during the interviews, and the respondents’ stories are essentially presented in their own voice. This approach is intended to provide authenticity. More importantly, narratives tell an interesting story that reveals insights that no other method adequately conveys. A number of the respondents commented on customer characteristics such as race, gender, age, sexual orientation, and so forth. In those cases, the relevant characteristics of the respondent were included in the narrative, as well as when the interviewer knew the demographic characteristics of the respondent, to provide the greatest degree of clarity of context.


      This book is divided into 3 broad sections and 22 subsections: (1) restaurants; (2) services; and (3) entertainment. Approximately 450 people across 600 different jobs were interviewed. Obviously, we cannot include all 600 narratives in this book or its companion. Readers who wish to read the archived essays can send an email to rseltzer@howard.edu. There are some situations in which we reference an archived narrative and we note this by stating the essay is not included.


      It was somewhat difficult to create a classification scheme and sometimes difficult to decide where some interviews should be placed. Should people who groom animals have their own chapter or should they be placed with personal care workers such as hair stylists? Should a tennis pro at a club, who has a complex commission structure, be placed in the sports section or in the companion volume on commissions? There are many, many examples of these issues. In the end, we did what we thought made the most sense and hope that the reader will enjoy reading the essays regardless of how we classified them.


      Approximately 15% of respondents have more than one job. For most of these respondents (when the jobs were very different), information about each job is placed in the relevant chapter. For example, if someone worked in a restaurant and later worked as a ski instructor, their stories appear in two different sections. Many people who work in restaurants have worked in more than one restaurant or have worked in multiple positions within one restaurant. These restaurant workers were included in their own “multi” restaurant chapter. There are a few other situations where disparate narratives were kept together (e.g., a person who received tips from a tip jar at a restaurant and also delivers for the same restaurant and a person who baby sits and also works in a pre-school). The goal is to facilitate the readability.


      At the beginning of most chapters, an accounting of the number of people who worked in the relevant occupations according to the U.S. Census Bureau and their average annual earnings1 based upon working 50 weeks per year. I find it interesting to see how many people work in the kinds of jobs discussed, how much they officially earn, and how the Census Bureau tries to categorize different types of occupations.


      Note


      1. Census 2000, PHC-T-33. Earnings Distribution of U.S. Year-Round Full-Time Workers by Occupation: 1999.
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      Introduction

    


    
      A tip is a price set almost entirely by a customer, less connected to demand than to social code. It is not obligatory, and the amount of the tip is not determined in advance. Tips are provided following the provision of services and supposedly correspond with the customer’s satisfaction. Payments made by customers prior to service are inducement tips; otherwise known as a bribe or illicit advance to assure a certain service or level of service (Rose-Ackerman 1998). However, the difference between a tip and an inducement or bribe can be quite minimal, and even when the tip is paid following service, it may still be considered a form of extortion as economic theories recognize only the price as the legitimate value of a given product or service. The conventional wisdom is that tips represent a reward for quality service and may reduce uncomfortable feelings of inequality. Tippers may conform to norms of tipping for any number of reasons or goals, but the act of tipping also provides a mechanism by which tippers may attempt to promote a certain social status or seek approval.


      Tips represent a form of work remuneration that varies across time and space. The practice seems arbitrary in many ways. Why do we tip bartenders but not doctors? In this case, we actually tip for a service that we do not need (at least not in the way that we need medical care) and one that may in fact be self-

      destructive—at least for some. The fact that we do not tip for those services that are integral to our survival might undermine the rational notions that tipping is a self-interested act to facilitate quality service. Moreover, the strictest economic logic indicates that a voluntary payment following the provision of service that extends beyond the service’s contracted cost should not exist. Yet, the practice of tipping does indeed exist and varies more in accordance with culture than economics.


      In fact, the variation in habits and customs associated with tipping has been the subject of numerous guidebooks for travelers. In the United States, tipping remains one of our most controversial, confusing, and highly variable norms. Americans are apparently the world’s most lavish tippers, but 40% report that they in fact loathe the custom (see Lynn and McCall 2000). The tipping institution is estimated to be about a $16 billion dollar industry in the United States. Customers in U.S. restaurants tip between 8–37% for service deemed “excellent”; although the correlations between the tip and quality of service is relatively weak (Lynn and McCall 2000). It is interesting to note the lavish tipping practices of Americans. If indeed tips are a means by which people come to reduce uncomfortable feelings associated with inequality, the vast and growing inequality in the United States might make one consider some intriguing questions. Do tips rise with rising inequality? Are tipping practices more lavish in countries with higher levels of inequality? Do lavish tips in fact decrease uncomfortable feelings associated with inequality? Do tipping customs reinforce inequality by establishing social status or militate against inequality by serving a redistributive function?


      A number of noteworthy national differences in tipping exist. U.S. customers tip more than 30 different service professions, but Icelandic customers do not tip service professionals (Star 1988). Alternatively, tipping is insulting in Japan and illegal in Vietnam. Porters may be customarily tipped between 50 cents to one dollar per bag. However, in some countries porters may not be tipped at all, and in other countries, the tip may be as high as two dollars per bag. Tips for taxi drivers may not be customary or may be expected only when a special service is provided. When tips are the standard practice, they may vary from only 50 cents or simply rounding up the amount of the fare to upwards of 15%. Table 1 outlines some of the average variation in tipping norms across countries based on the information for travelers provided by Magellan’s Travel Advice.


      Some researchers have attributed these differences to what they call national values.1 This line of research contends that tipping customs may be explained at least in part by differences along four value dimensions: (1) power distance; (2) uncertainty avoidance; (3) individualism; and (4) masculinity. Power distance is a concept that reflects a nation’s acceptance of power and status inequity. Because tipping gives customers power over servers, it is expected that high power distance is associated with a relatively high acceptance of tipping. The concept of uncertainty avoidance represents the extent to which citizens of a nation are uncomfortable with uncertainty. The emphasis on the individual is negatively associated with the national acceptance of tipping as tipping is considered a contribution to a public good. And, the national commitment to what are defined as the traditionally masculine values of achievement, status, and materialism are inconsistently linked to the national acceptance of tipping. One striking feature of this perspective when applied to the American case is the relationship between inequality and tipping norms. The United States is a highly individualistic society in which inequality is extremely high. Many Americans claim to be outraged by the extent of inequality in the United States. At the same time, Americans are lavish tippers who generally hate the practice. If Americans truly are outraged or uncomfortable with inequality in the United States, why does the actual behavior of Americans reflect a desire to exercise power over servers when tips are a means by which some demonstrate social status? Or, do Americans use tips to redistribute wealth? If tips serve a redistributive function, why would Americans support tips more than living wages (broadly)? Perhaps widespread disagreement on issues of wealth and status over time makes tipping the most feasible of options in the United States. In other words, it is a means by which people can demonstrate social status and redistribute wealth. One has to wonder though, why inequality continues to increase in the country with the most lavish tipping practices if tipping actually serves a redistributive function.


      There are a number of arguments both for and against the practice of tipping. Those who oppose tipping cite the following reasons:


      n Tipping creates disequilibrium among citizens in a democratic society.


      n Tipping distorts economic incentives and denies workers fundamental rights.


      n Tipping does not protect customers from poor quality service.


      n Tipping interferes with the relations between the employee and employer by creating an alliance between the customer and employer to monitor employees.


      n Tips are only weakly associated with the service provided.


      n Tips allow for tax evasion.


      n Tips are often disbursed by those who are not responsible for payment. For example, business professionals often use corporate accounts to pay for business lunches, including tips, paid for by the firm.


      n Tips inhibit genuine social relationships by fostering relationships based on economic concerns rather than humanistic concerns.


      n Tipping increases income uncertainty and role conflict for servers.


      n Many of the perceived collective benefits of tipping are not empirically supported.


      n Some people perceive tipping as demeaning or insulting.


      n Tipping is an unwanted custom that puts undue social pressure on people to part with money that they would rather not part with to satisfy or conform to the prevailing norm.


      Those in favor of tipping cite the following:


      n The server is more likely to be responsive to the customer’s needs if the tip is based on the service quality.


      n Motivated servers can affect their own wages.


      n Tipping may result in a reduction in guilt and anxiety associated with inequality.


      n Tipping may result in an increase in the consumer’s social status and recognition.


      n Tipping may result in an increase in the self-perceived freedom of customers in that customers are free to determine the tip amount.


      n Tipping may result in an increase in the self-perceived freedom of servers in that they may believe that they can positively affect their wages directly and immediately.


      n Consumers may experience psychological rewards from the feeling that they are contributing to the well-being of servers.


      Overall, the theoretical and empirical research gives no consistent indication as to whether or not the benefits of tipping outweigh the costs.2 Moreover, the proponents, opponents, and researchers have generally excluded the perspective of those who receive tips in their analysis and conclusions regarding the merits of the system of tipping. This study is not an attempt to address the value of tipping norms. This study is intended to contribute to our understanding of people’s lived experience with norms broadly and to provide insight regarding a perspective on tipping that has largely been ignored. This book uses the stories told by tipped employees to demonstrate that management has a considerable degree of power to determine the tone of the experiences of tipped employees and set the atmosphere experienced by customers by extending trust to employees. This affords them greater control over the work environment, allowing for more effectual emotion management and more credit to give customers. These narratives unveil the complexities of management quality and provide numerous issues for critical reflection regarding the broader political and socio-economic context.


      Theory


      The theory of social norms assumes that norms are fundamental to understanding human behavior (Aronson 2003). Norms construct the social order in a number of ways, including but not limited to determining meaning, reflecting value, defining property rights, and shaping our understanding of the rights, duties, and obligations of human interaction (Hume [1739] 1978). Behavioral norms describe what the majority of people in a social context do or how the majority behaves in a given circumstance; whereas, attitudinal norms describe what the majority of people in a social context believe about how others should act (Bicchieri 2006). Norms affect the expectations of individuals in a social context and set standards that allow people to predict the likely behavior of others in a given circumstance. Once a customary pattern of behavior becomes a rule or standard, conformity to the social norm is “preferred” (to the suboptimal or unpredictable outcome) when the expectation is that others are also likely to conform (Lewis 1969). Norms are maintained through social interaction and enforced through the hierarchy of organizations.


      Some degree of conformity is required for the adequate functioning of any society. There are two major types of conformity (Mann 1969): (1) normative and (2) informational. Normative conformity is essentially yielding to group pressure because a person wants to fit in or be perceived of as appropriate. Informational conformity occurs when a person lacks knowledge of a given context and looks to the behavior of others for guidance. Norms are also associated with one’s status in a specific situation, and conformity to social norms and role-specific expectations maintain the status quo (Zimbardo and Lieppe 1991). This social hierarchy is reinforced by the relationship between authority and obedience. The Milgram Experiments demonstrate that obedience (or in some cases conformity) is not confined to particular social groups or “types” of people or even to types of situations (Milgram 1965). Individuals of various social groups, even those of arbitrary definition (i.e.; dichotomously defined gender, nationalistic categories, and various racial/ethnic identities), exhibit high levels of obedience, and the overall aggregate levels remain relatively stable over time. Conformity and obedience are relatively stable in societies in which the norms are salient, clear, consistent, assumed by all the participants, and regularly enforced (Asch 1955; Cialdini et al. 1990), but people also tend to defer to or engage in informational conformity when they are in ambiguous situations as well (Sherif 1935).


      Additionally, hierarchy is an implicit component of any social regulatory regime because people vary in their readiness to obey and to extend trust. Useful hierarchical relationships require competence of the norms, standards, and system of enforcement (Milgram 1965). For example, spectators in a concert hall do not respond to the instructions of the conductor. The perception and response to the legitimacy of a given norm requires an understanding between those who are incorporated into a system (in this case, an economic system). In the economic context, the institutional standards are set by the system of capitalism and maintained through various mechanisms of norm enforcement.


      There are essentially three mechanisms for norm enforcement. The first is a purely social phenomenon in which norms are sustained by the motivation for coordination. In this case, active social enforcement is not especially necessary. People follow the norm because it would be unsafe or a waste of time to ignore the norm. The second mechanism involves the threat of social disapproval or punishment for violations of the norm (Coleman 1990). Evidence suggests that people will incur substantial personal costs to enforce norms in this manner (Fehr, Fishbacher, and Gächter 2002). The third enforcement mechanism is the internalization of the norm, which may lead to uncomfortable emotional experiences when a norm is perceived to have been violated even when there is no third party present to enforce (Coleman 1990).


      Tipping norms are enforced through any combination of these mechanisms. For example, a bartender who does not meet the expectations of the patrons can be “pushed out” when he or she fails to receive tips or receives notes regarding poor performance instead of a tip and cannot afford to support himself or herself in that form of employment. Alternatively, bartenders may receive immediate reinforcement for behavior that is consistent with or supports the established standard. The narratives in this study reveal a great deal about how norms are enforced within the formal and informal organizational structure. For example, respondents discuss what they liked or disliked about their jobs and why and how they decided whether or not to remain in a particular job. Respondents also talk about the formal organizational rules and how those rules affected their employment decisions. The narratives demonstrate the role of informal mechanisms of enforcement as well. Informal means of maintaining social norms are difficult to capture but can be reasonably evaluated through narratives.


      Conformity can also serve society in important ways (Milgram 1965; Zimbardo and Lieppe 1991). Norms are tremendously advantageous in addressing dangers or threats to security, providing stability and facilitating cooperation. The absence of norms can lead to greater levels of violence. In other words, norms can minimize the likelihood that force will be applied in an economic exchange in which the participants have different expectations regarding optimality.


      Economic theories of norms: Although norms are not invariably efficiency-

      enhancing, norms are generally considered efficient in an economic sense because they minimize transaction costs (Wärneryd 1994; Roth 1985). Norms are also considered a form of social capital in that they reduce the risk of a coordination failure and increase the likelihood of social exchange (Coleman 1990). Complex social rituals (such as tipping) allow people to signal their sensitivity to norms in general and serve as a part of the socialization process (Henrich, Boyd, Bowles, Fehr, and Gintis 2004).


      There are essentially three ways in which norms are established and evolve. Top-down influences such as edicts and role models represent the first way in which norms evolve (Samuelson 1997). Local customs and practices coalesce into norms over time through a somewhat mysterious bottom-up process of negotiation (usually among unequal participants) reflected in the second way in which norms evolve. The third way in which norms evolve is through lateral influences on existing norms producing changes through learning (which may or may not be considered progressive, efficient, or optimal). However, some research suggests that norms of fairness may result from the forces that compel people to engage in social interactions over time (Binmore 2005; Young 1998; Fehr, Fischbacher, and Gächter 2002).


      It is also important to note that some norms are inherently more stable and durable than others simply because they coordinate people’s expectations about how to interact with one another (Samuelson 1997; Kandori, Mailath, and Rob 1993). This is particularly relevant when it comes to understanding how arbitrary patterns of exchange in which socially constructed groups are required to compromise more on a regular, repeated basis (see, e.g.; Shapiro 2004; Bowles, Gintis, and Groves 2005). Tipping can be conceived of as a durable norm, but there is a considerable degree of variation across contexts.


      Acts of trust are required when the obligations and rewards for both parties are not clearly defined. Formal and impersonal interactions reduce the likelihood of trust and reciprocity (Merton 1949). Personal interactions contribute to mutual expectations of trust and reciprocity. In settings where tipping may occur, the obligations of the client and the rewards for the employee are often not specified by the rules of the organization. In other words, the tips are essentially wages that are not specified by a formal contract and are usually not negotiated. The employee extends trust, engaging in a personal interaction to foster trust and anticipating reciprocity. Interestingly, employees who are extended greater control over their work environment have more credit to give (Butler and Skipper 1981). In other words, attitudes of resentment, suspicion, and distrust or trust, confidence and reciprocity are determined by the credit extended to the employee by management. People are more likely to trust when they have been extended trust and vice versa. In organizational settings, the organizational climate is set by management and has important implications for service provision as well as client satisfaction.


      Although some claim tipping can be traced at least to the Roman Empire (see Hemenway 1993), tipping has a long well-documented history in economic exchange from the sixteenth-century English vails given to servants in private homes (see Segrave 1998) to commercial tips in London coffee houses (see Brenner 2001). In the United States, tipping was well-established by the end of the 1890s (Segrave 1998). People conform to the social norm of tipping out of convention and to avoid embarrassment (Azar 2005). Tipping remains a durable norm because people derive benefits from tipping by impressing others, improving their self-image, and being (or perceived of as) generous and kind, and the fact that tip percentages tend to increase over time implies that at least some people tip for emotional rather than strictly rational reasons (Azar 2007a).


      The literature on tipping is vast and limited at the same time. Early models examined tipping in the context of repetitive customers engaging in self-interested

      behavior intending to invest in continued quality service (Ben-Zion and Karni 1977). Tips have been understood to serve various functions, including consumer protection (Sisk and Gallick 1985), to increase profits (Schwartz 1997), and for employee monitoring (Jacob and Page 1980). Most of the empirical research on tipping examines variables that affect tip size (such as bill size, previous tips, service quality, and group size) and evaluates the extent to which tips affect service quality.3 Alternatively, Azar (2004) examines the costs of disobeying the tipping norm. Innovative research has also recently begun to examine how tipping affects workers and firms (Azar 2008), but curiously, there is a gap in literature in which the perspective of the people who receive tips is not addressed.


      While the functions that norms serve are well understood, several aspects of norms remain unclear. Where or with whom do norms originate? What are the specific processes by which norms evolve? What impact does the social or economic context have on the development of norms? How does the individual perceive and experience social norms? How is the authority to establish and maintain a norm understood? Under what conditions are norms called into question? How are other-regarding or mutually-beneficial norms facilitated? It is also widely understood that there is a tremendous gap between perception and reality in the experience of norms (Berkowitz 2004; Perkins 2003; Borsari and Carey 2003), making experiential evidence highly valuable in understanding the pieces of the puzzle that remain with respect to norms.


      Interestingly, when norms are not well understood or are inconsistent, individuals assert preferences by engaging in rituals that are believed to impact behavior. This may be based on bias, theory, trial-and-error, and experience. In other words, people develop standard practices that are usually considered to be within the organizational rules to facilitate tipping in a given circumstance. The narratives in this study show how tipped employees engage in regularized behaviors to encourage or pressure people to tip. For example, a ski instructor describes putting money on his clipboard to facilitate tipping.


      This exploration is an exercise in the understanding of norms in economic exchange. Specifically, we are interested in exploring the experiences of people who receive tips with the norms related to their respective work environments. We utilize a series of narratives regarding tips and commissions in numerous job contexts. We identify the common elements across cases and provide experiential evidence of the individual understanding of the social norms and institutional standards. In many cases, the evidence describes behavior and attitudinal norms as well as the institutional standards as they are understood by the respondent.


      Methodology


      Although convincing evidence regarding the cause and effect relationships between norms and behavior are evident in extant experimental research (see, e.g.; Fehr, Fishbacher, and Gächter 2002), the primary source of knowledge regarding variations in norms is experiential (Schram and Caterino 2006). Our interest is in the variation in norms across work environments and understanding the experiences people have in the context of the norms specific to their various job categories. Therefore, the semi-structured interview is the most viable means of understanding the variation in socio-economic norms and outlining the interplay between the people and the norms within which people operate in different work environments.


      The semi-structured interview is a widely used social science method for understanding contextual data. It is a qualitative method comparable to the structured or standardized interview employed in survey research. The researcher-

      administered, structured interview is a quantitative survey method intended to control for the context so that data can be aggregated and compared across groups; whereas, the semi-structured interview is designed to explore contextual variations.


      The goal of this project is to understand the experiences of people in different contexts of the tipping culture. The semi-structured interview is the best tool for capturing the experiential elements of a particular domain. The method combines a degree of faith in what the participant says with a degree of skepticism about what (s)he is saying. It is an effort to capture the meaning, which
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