
Notes and Brief Reports 
Reporting of Tips Under 
the Connect icut Unem­
ployment Insurance Law* 

A change in the Connecticut u n e m ­
ployment insurance law relat ing to 
the method of computing the amoun t 
of tips to be reported as wages h a s 
apparently reduced the amoun t of t ips 
reported. Before July 1, 1947 , t h e 
law required tha t t he average amount 
of tips be estimated and determined 
in accordance with administrat ive 
regulation. Under this regulation 
the amount could be est imated by an 
agreement between an employer and 
his employees or by any other equi­
table manner , provided the agree­
men t or s ta tement of method was 
filed with the Sta te adminis t ra tor . 
The la t ter had to approve the amoun t 
reported and could subst i tute other 
figures if he felt t h a t the amount orig­
inally reported was not equitable. 

At legislative hearings, m a n y em­
ployers objected to this provision on 
the grounds tha t there was no equi­
table method of est imating gratuit ies. 
Employers frequently protested to t h e 
Connecticut Employment Security 
Division concerning the Division's 
computation of the amount of t ips to 
be taxed as wages. 

•Prepared by David Pinsky, Director of Research, Connecticut Employment Se­curity Division. 

Effective Ju ly 1, 1947 , the law was 
amended to provide t h a t "whenever 
tips or gratuit ies are paid directly to 
an employee by a customer of an em­
ployer the amount thereof which is 
accounted for by the employee to t he 
employer shall be considered wages 
for the purposes of this chapter ." 
Under new administrative regulations 
implementing this provision the em­
ployee fills out a Certificate of Tips 
Reported, listing the amount of t ips 
he reports to his employer. The l a t ­
ter signs the form, re turns a copy to 
the employee, keeps the original for 
his file, and adds to the other wages 
reported to t he agency the tips r e ­
ported on the certificate. T h e 
amount of tips is now separately r e ­
ported on the quarterly contribution 
report. 

During t he th i rd quar ter of 1 9 4 7 , 
t ips were reported by 3 0 3 firms, most 
of them in the res tauran t business 
(table 1 ) . T h e ratio of tips reported 
to taxable wages for these firms aver­
aged 5 .5 percent and ranged from 2 .4 
percent in bowling alleys to 11.7 per­
cent for country clubs. For all firms 
in industries in which tipping is cus­
tomary, the rat io of tips reported to 
taxable wages ranged from 0 .2 to 1.4 
percent. While accurate figures are 
not available on the amount of t ips 
reported under the earlier provision, 
agency auditors estimated t h a t r e ­
ported tips ranged from 5 to 2 0 per ­
cent of the taxable pay rolls in t he 

TABLE 1.—Selected data on employers reporting tips and all employers in industries in 
which tips were reported, Connecticut, July-September 1947 

Industry 

Employers reporting tips All covered employers 

Industry Num­ber of firms 

Num­ber of em­ploy­ees, Au­gust 1947 

Aver­age size of firm 
Taxable wages 

Tips reported Firms 
Aver­age size of firm 

Taxable wages 

Ratio (per­cent) of tips re­ported to all taxable wages 

Industry Num­ber of firms 

Num­ber of em­ploy­ees, Au­gust 1947 

Aver­age size of firm 
Taxable wages Amount 

Per­cent of tax­able wages 
Num­ber 

Per­cent re­port­ing tips 

Aver­age size of firm 
Taxable wages 

Ratio (per­cent) of tips re­ported to all taxable wages 

Total 303 5,087 16 $2,346,688 $128,936 5.5 ---- ----- ----- ----- -----Total 303 5,087 16 $2,346,688 $128,936 5.5 ---- ----- ----- ----- -----
Taxicabs 7 147 21 74,444 2,426 3.3 47 15 19 $391,898 0.6 
Restaurants 220 2,503 11 1,159,077 67,283 5.8 1,604 14 9 6,131,739 1.1 Hotels 30 1,602 50 735, 502 35,099 4.8 200 15 30 2,466,372 1.4 B e a u t y parlors and barbershops 19 148 8 71, 610 5,900 8.2 133 14 8 489,157 1.2 B e a u t y parlors and barbershops 19 148 8 71, 610 5,900 8.2 133 14 8 489,157 1.2 
Bowling alleys 7 46 7 13, 319 323 2.4 118 6 5 158,212 .2 Country clubs 6 196 32 101, 532 11,908 11.7 93 6 19 853,969 1.4 Miscellaneous 14 445 31 191,204 5,997 3.1 ----- ----- ----- ----- -----Miscellaneous 14 445 31 191,204 5,997 3.1 ----- ----- ----- ----- -----



industr ies in which tipping is cus­
tomary. I t would apear t h a t only 5 
to 10 percent of the amount of t ips 
formerly included in the taxable pay 
roll and in individual earnings r e ­
por ts was reported voluntarily dur ­
ing t he th i rd quar te r of 1947. While 
practically all firms in the industries 
listed in table 1 reported or were as ­
sessed for t ips under the earlier p ro­
vision, only 6 to 15 percent reported 
t ips during t he th i rd quarter of 1947. 

Family Benefits in Current-
Payment Status, June 
3 0 , 1 9 4 8 

At the end of June 1948, a t least 
one member of an estimated 1.5 mil­
lion families was receiving monthly 
benefits under the old-age and sur ­
vivors insurance program. Table 8 on 
page 24 shows a distribution of these 
families by family classification and 
t h e average family benefit for each 
classification as of June 30, 1948, 
1947,1 and 1946. 

T h e distr ibution of these families 
according to t he family classification 
of beneficiaries actually receiving 
benefits is considerably different 
from t h a t of all families in which one 
or more family members are entitled 
to benefits, since one beneficiary may 
be receiving benefits while the benefit 
of ano ther enti t led member of t he 
family is suspended. For example, 
fewer families consisting of a widowed 
mo the r and child or children and more 
families consisting of only a child or 
children were in receipt of benefits 
t h a n were on t he rolls, because more 
widowed mothers t h a n surviving 
children had their benefits withheld 
as of J u n e 30, 1948. 

T h e average family benefit for each 
family classification increased during 
t h e 2-year period June 30, 1946-
J u n e 30, 1948, mainly because t h e 
average award rose. The lat ter i n ­
crease was due in large measure to 
t he change in the method of comput­
ing pr imary benefit amounts, as au­
thorized by t he 1946 amendments ; the 

1Estimates as of June 30, 1947, pub­lished in the October 1947 Bulletin, have been revised on the basis of tabulated data as of December 31, 1947. 

higher wages on which t he benefits 
were based; and the increased number 

of annual increments used in comput­
ing benefit amounts . 


