© 00 ~N oo o B~ o wWw NP

N RN RN N N N NN N DN P PR R R R R R R
co N o oo A WO DN PP O © 0O N oo o1k~ wuonN O

LEON GREENBERG, ESQ.

A Professional Corporation
Nevada Bar No.: 8094

633 South 4™ Street - Suite 4
Las Vegas, Nevada 89101

(702) 383-6085

(702) 385-1827(Ffax)

Mark R. Thierman, NSB 8285
THIERMAN LAW FIRM

7287 Lakeside Drive

Reno, NV 89511

Telephone (775) 284-1500

James P. Kemp, NSB 6375

Kemp & Kemp, Attorneys At Law
7435 West Azure Drive - Suite 110
Las Vegas, NV 89130

Telephone (702) 258-1183

Robin Potter, Pro Hac Vice
Attorney at Law

111 E. Wacker Drive Suite 2600
Chicago, IL 60601

Telephone (312) 861-1800

Attorneys for Complainants

BEFORE THE OFFICE OF THE NEVADA LABOR COMMISSIONER

DANIEL BALDONADO, et al,
Complainants, EXHIBITS “A” TO “E” OF
POST HEARING BRIEF OF THE
VS. BALDONADO COMPLAINANTS
WYNN LAS VEGAS, LLC.

Respondent.

Submitted on behalf of all Complainants
represented by the above listed counsel




EXHIBIT "A”



Who Do We Tip and Why? An Empirical Investigation

Ofer H. Azar

Ben-Gurion University of the Negev

Abstract
An important question about social norms is whether they are created to increase welfare; I
address it by examining the characteristics of tipped and non-tipped occupations. Tipping
prevalence is negatively correlated with worker’s income and consumer’s monitoring ability and
positively with consumer’s income and closeness between the worker and the consumer. The
results refute a common belief that tipping exists to improve economic efficiency by lowering
monitoring costs. Tipping, however, is more prevalent when consumers feel empathy and
compassion for workers and want to show gratitude for good service, suggesting that tipping

might increase welfare if welfare includes psychological utility.
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1. Introduction

One of the main questions about social norms is why they are created. Some economists
argue that social norms are created as a means of society to increase economic efficiency and
social welfare in cases of market failure. Arrow (1971), for example, wrote, “I want, however, to
conclude by calling attention to a less visible form of social action: norms of social behavior,
including ethical and moral codes. I suggest as one possible interpretation that they are reactions
of society to compensate for market failures.” Two paragraphs below Arrow adds, “There is a
whole set of customs and norms which might be similarly interpreted as agreements to improve
the efficiency of the economic system (in the broad sense of satisfaction of individual values) by
providing commodities to which the price system is inapplicable.” Other economists, however,
oppose this view and argue that social norms are created for various reasons that do not include
improving economic efficiency and social welfare (see Elster 1989).

The social norm of tipping provides an interesting case study in this important debate.
Because tipping is the norm in several occupations but not in others, examining the
characteristics of the occupations in which tipping is the norm may provide insights about what
creates social norms. For example, if tipping exists mainly in occupations in which the consumer
can monitor service quality easily and accurately, this supports the conjecture that tipping (and
maybe other social norms as well) is created to improve economic efficiency.

In addition to being a case study that can provide insights about social norms in general,
tipping is an important social norm from an economic perspective. Tipping in US restaurants

alone is about $27 billion a year (Azar 2004a) and obviously the figure is much higher if we add



tips in other establishments and countries. In addition, millions of workers in the US alone derive
most of their income from tips (Wessels 1997).

One of the most intriguing questions about tipping is why tipping is the norm in several
occupations but not in others. Why is it common to tip waiters but not flight attendants? Why do
we tip taxi drivers, but not bus drivers? If our lawyer makes a special effort and does extremely
well for us, why don’t we tip her? This article addresses these questions for the first time. Using
several books about tipping practices, 37 tipped and non-tipped occupations were chosen, the
prevalence of tipping in each occupation was ranked, and judges ranked various characteristics
of these occupations. The empirical analysis tries to find how these various characteristics affect
the prevalence of tipping in an occupation. The analysis refutes the common belief that tipping
exists in occupations in which the consumer can monitor the worker more easily than the firm.
The analysis suggests instead that tipping exists when the consumer wants to reciprocate and to
show gratitude for good service or when he feels empathy and compassion for the worker. The
implications of these results for the question whether the norm of tipping is created to increase
social welfare are then addressed.

The rest of the article is organized as follows: Section 2 discusses the question what
determines which occupations are tipped. Section 3 presents the data and explains how it was

collected. Section 4 presents the results of the analysis and Section 5 concludes.

2. What Determines which Occupations Are Tipped?

2.1 Economic Efficiency

To understand why tipping exists only in some occupations but not in others we should



first answer why tipping exists at all. Lynn and McCall (2000) summarize the common beliefs
very well:
Economists believe that tipping exists because it is the most efficient way of
monitoring and rewarding the efforts of service workers (Bodvarsson & Gibson,
1994; Hemenway, 1984; Jacob & Page, 1980). The intangible and highly customized
nature of many services makes it difficult for firms to monitor and control the
quality of services delivered by their employees (Shamir, 1984; Zeithaml, Berry &
Parasuraman, 1988). Tipping is thought to be a way of enlisting the customers’ help

in performing these quality control functions.

Returning to the question why tipping exists only in some occupations, these beliefs
imply that tipping exists when consumers can monitor the worker more easily than the firm can.
This implication suggests that tipping (which is a form of consumer monitoring since the tip can
be determined according to service quality) is created in the cases where it improves economic
efficiency and social welfare. If this common belief is true, we should observe tipping in
occupations where the consumer can monitor workers relatively easily.

To compare monitoring by the firm to consumer monitoring, it is useful first to
distinguish between the two main components of service quality. One component is personal:
how friendly the worker is, whether he relates well with the customer and so on. The second
component is professional — how well the worker performs his professional task. To clarify this

idea, take the example of a waiter: the personal part of service quality is determined by how



friendly he is, and the professional part includes how well he can describe items on the menu,
and how efficient he is in taking orders, bringing dishes, taking used dishes and so on.'

When is the consumer likely to have lower monitoring costs than the firm? Obviously,
the consumer is in a better position than the firm to evaluate the quality of the personal part of
the service. The consumer knows immediately how friendly the worker is, while the firm, if it
can obtain this information at all, has to incur costs to do so. Consequently, the more important is
the personal part of the service, the more advantage the consumer has over the firm in evaluating
service quality.

Another important issue is how much the consumer can evaluate the professional part of
the service. The consumer, for example, can evaluate well whether his barber did a good job, but
he finds it much harder to evaluate the quality of the professional component of the service
provided by his accountant or his lawyer. For example, the customer does not know whether his
accountant could use certain rules to lower his taxes and did not do so. Consequently, the more
the consumer can evaluate the professional part of the service, the more likely he is to have lower
monitoring costs than the firm.

Obviously, the importance of the consumer’s ability to evaluate the professional part of
the service depends on what portion of service quality is attributed to the professional part. A

natural measure of how easy it is for the consumer to monitor the worker overall is to take a

! Another example for the distinction between the two service components appears in the questionnaire in the
Appendix (see question 4). Other scholars have proposed additional ways in which servers’ roles can be divided:
Israeli and Barkan (2004) stress the division between the technical and functional aspects of service, while Barkan
and Israeli (2004) emphasize that servers have two roles with regard to tipping behavior: the role of expert and the

role of manager.



weighted average of the consumer’s abilities to monitor the professional component and the
personal component. Assuming the consumer can accurately evaluate the personal component,
the measure for the consumer’s monitoring ability on a 0-10 scale can be computed as:
(1) MON-ABI = 10p + m(1 — p),
where p is the portion of overall service quality that stems from the personal component and m is
how well the consumer can evaluate the professional part of the service (on a 0-10 scale). This
leads to the first hypothesis:

Hypothesis 1: If tipping is created where it can improve economic efficiency then tipped

occupations should have a relatively high value of MON-ABI.

2.2 Future Service, Empathy, Compassion, and Showing Gratitude

What else, other than economic efficiency, can be the reason why tipping exists? One
potential reason may be that people tip to get better service. Since tipping occurs after the service
has already been provided, this can apply only to customers who intend to receive service from
the same worker in the future. But we see travelers who tip in places they never intend to come
back to and people often tip taxi drivers although their chances of meeting the same driver again
are negligible. Moreover, future service seems not to be a reason for tipping by repeated
customers as well (see Kahneman, Knetsch and Thaler 1986; Bodvarsson and Gibson 1994; Azar

2002).



Another reason for the existence of tipping is that people may derive psychological utility
from tipping in certain conditions.” Tipping allows the tipper to reciprocate and show gratitude,
or to express compassion or empathy, improving his self-image and increasing his utility.’ In a
study that asked people what their reasons for tipping were (Economic Development Committee
for the Hotel and Catering Industry 1970), several potential reasons for tipping were given and
respondents chose one or more that applied to them. 53 percent reported “It is a good way of
showing gratitude for good service or cooking,” and 19 percent agreed with “Staff need the extra
income from tips.” In the same study, another question asked people why they sometimes tip on
top of service charges. 67 percent claimed “When service is really good,” 50 percent agreed with
“It is a way of saying ‘thank you’,” 20 percent reported “You suspect that not all the service
charge will be given to the staff,” and 7 percent mentioned “You feel generous.” These answers
suggest that people are willing to pay to show gratitude for good service and to supplement low
wages of workers. Additional support for low income of workers as a reason for tipping appears
in Crespi (1947), who presents poll results that suggest that most people approve of tipping “by
and large” but only because wages are inadequate for certain service workers.

If tipping is created because people want to reciprocate and to show gratitude for good

service, in which occupations do we expect tipping to emerge? People are likely to be more

? Once tipping becomes the social norm in a certain situation, people may suffer a disutility from disobeying the
norm (and they may derive a positive utility from conforming to the norm). This is not the source of utility I refer to
above, however; rather, I mean a utility that one derives regardless of tipping being the social norm.

? The idea that self-image may affect utility is not common in economics, but is not new either: Akerlof and Kranton
(2000), for example, propose a utility function that incorporates identity as a motivation for behavior, where identity
includes both the category to which a person belongs and his self-image. Similarly, Loewenstein (1999) argues that

self-esteem often motivates behavior.



concerned about reciprocating and showing gratitude to someone they feel close to. The closer
the relationship established during the provision of the service, the more we can expect to see
tipping.

In what cases consumers are likely to feel more empathy and compassion for the worker,
and want to express these feelings by tipping him? First, these feelings will be stronger when the
consumer feels close to the worker. Second, consumers feel more empathy and compassion for
the worker and therefore are more willing to tip him the lower his income is, as the answers to
the survey mentioned above suggest. Another reasonable conjecture is that people feel more
compassion for the worker the higher is the difference between their income and the worker’s;
we can therefore expect to see more tipping in occupations that are associated with high-income
customers, other things being equal. This discussion leads to the second hypothesis:

Hypothesis 2: If tipping is motivated by psychological utility due to the willingness to

reciprocate and to show gratitude and due to empathy and compassion for the worker, we

would expect tipping to be higher in occupations in which the customer feels close to the
worker after the service is provided, and when the worker’s income is low and the

customer’s income is high.

3. The Data

To test the hypotheses presented in the previous section, we should examine how the
norm to tip certain occupations and not others is related to several characteristics of the
occupations: the consumer’s monitoring ability, the closeness between the worker and the

consumer, the worker’s income, and the consumer’s income. I compiled a list of tipped



occupations, using several books about tipping practices: Schein, Jablonski and Wohlfahrt
(1984), Star (1988), and Post (1997).

Several types of occupations were excluded from the list of tipped occupations: the first
type is occupations in which tips represent the price of the service rather than an incentive for
better service. For example, tipping skycaps is more a form of paying for their services than a
means of inducing them to provide better service, since the service they offer is quite
homogenous. In these occupations the monitoring ability of the customer is irrelevant because
tipping is no longer a way to monitor the worker, so it is better to leave those occupations outside
the dataset rather than to get results that cannot be interpreted because they come from two
completely different types of tipping.

The second group of occupations not included in the list is when tips are given in the
form of holiday gifts or bonuses, because it is not clear whether to treat these holiday
gifts/bonuses as tips. Clearly, an annual bonus is not the same as tips that follow each interaction
in the incentives and monitoring that it provides, yet it offers more incentives than no tipping at
all.

To the list of tipped occupations (23 in total) I added 14 service occupations of various
types that are not tipped. Since all tipping takes place in service occupations and when the
service is provided to people (i.e., not to firms), the non-tipped occupations chosen are also of
services provided to people (so they could potentially be candidates for tipping). The complete
list of occupations appears in Table 1.

To evaluate to what extent tipping is prevalent in each occupation, I consulted three
books on tipping: Schein, Jablonski and Wohlfahrt (1984), Star (1988), and Post (1997). Star

discusses tipping practices around the globe, while Post and Schein, Jablonski and Wohlfahrt



focus on tipping in the United States. According to the tipping practices reported in the books, I
ranked on a 0-5 scale how common is tipping in each occupation, that is, a measure of what
percentage of service encounters will be tipped (denoted by COMMON). For example, it is well
known that waiters should be tipped and almost everyone tips them. It is less unanimous whether
hotel chambermaids should be tipped — for example some sources suggest that they should be
tipped only by those staying more than one night. Therefore, waiters have a higher score than
chambermaids.

Using the data in the books I also ranked on a 0-5 scale how important are tips as a
source of income in each occupation, that is, a measure of the part of total income of workers in
each occupation that comes from tips (denoted by IMPORTANCE). Both of these scores were
based primarily on the tipping practices in the United States, but with some consideration of
tipping practices in other countries. Thus, lawyers (who are not tipped at all) received a lower
score than gas station attendants (who are not tipped in the United States but are tipped in several
other countries). I also computed the sum of COMMON + IMPORTANCE and denoted it as
TIPPING (so TIPPING is on a 0-10 scale). While COMMON and IMPORTANCE are obviously
correlated, summing them gives a better measure of “how much tipped” is each occupation than
each of them separately.

To evaluate all the other characteristics of each occupation, I asked six judges to grade
several variables regarding each of the occupations. The judges were heterogeneous in terms of
ages (21 — 56) and occupations. The questionnaire given to the judges is presented in the

Appendix.* While in principle one could use a single judge to get data on characteristics of

* The only variable on which I could hope to have formal data is the worker’s income. There are two important

reasons why I used ranking by the judges for this variable. First, I did not find any formal data about the income of



occupations and use it to run regressions of tipping prevalence on occupation characteristics,
using six different judges and averaging their responses creates more accurate measures of the
occupation characteristics. It ensures that even if a certain judge has a biased perception about
one of the occupations, his effect on the relevant score is small.’ The average responses to
questions 1, 2, and 3 were coded as the variables CLOSE, WORKER-INC, and CONS-INC, for
closeness, worker’s income, and consumer’s income.

The answers for questions 4 and 5 were combined to create a single score of the
consumer’s ability to monitor the worker based on equation (1) and the discussion preceding it.°
There are two different ways to create an average for the consumer’s monitoring ability,
however. One way is to take the average response for questions 4 and 5, and use equation (1) on
the averages (the variable created is denoted MON-ABII). A second way is to compute for each
judge his monitoring ability for each occupation based on equation (1), and then take the average
result across all judges, yielding the variable denoted MON-ABI2. Formally, if P; is the response
of judge i to question 4 divided by 10 (to yield a number between 0 and 1), M; is his response to
question 5, and n is the number of judges (six in this case), then the two variables are defined as
follows:

MON-ABII = 10(XZ;Pi/n) + (ZiMi/n)[1 — (ZiPi/n)], and

many occupations in the list. Second, the perception of consumers about the worker’s income is more important than
the true income, because this perception is what (potentially) affects the consumer’s willingness to tip the worker.
The rankings by the judges represent the perception of various consumers.

> Increasing the number of judges further could decrease more the effect of any single judge on the scores, but the
mean response and therefore the results are not likely to be significantly affected by such an increase.

® The answer to question 4 is 10p and the answer to question 5 is m in terms of equation (1).
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MON-ABI2 = ¥; [10P; + Mj(1 — P;)]/n.
Table 1 presents the value of COMMON, IMPORTANCE, TIPPING, CLOSE, WORKER-INC,
CONS-INC, MON-ABII, and MON-ABI2 for the 37 occupations. As can be seen in Table 1,
there are differences between MON-ABI1 and MON-ABI2, but they are relatively small.

Insert Table 1 about here

4. Estimation and Results

To test the hypotheses discussed before, several specifications were estimated using OLS
regressions. The dependent variable is one of the measures for tipping prevalence -COMMON,
IMPORTANCE, or TIPPING. For COMMON and IMPORTANCE I report the main regression
which takes MON-ABI2 as the monitoring ability score and uses the entire sample. For the
dependent variable TIPPING, I also report the results of using MON-ABI1 instead of MON-
ABI2, and of a regression that looks only on tipped occupations (therefore with 24 observations
instead of 37).

Insert Table 2 about here

The estimation results are reported in Table 2. Surprisingly, Hypothesis 1 is not
supported by the data. There is a negative coefficient for monitoring ability in all five
regressions, while Hypothesis 1 predicts a positive coefficient. This implies that economic
efficiency does not seem to be the reason for the creation of tipping. Tipping is not more
prevalent in those occupations in which consumers can easily monitor workers, as opposed to the

common wisdom to date. This does not mean that tipping reduces economic efficiency or that
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tipping exists when the consumer has higher monitoring costs than the firm. What it means is
that if tipping was created according to economic efficiency considerations (lowering monitoring
costs), the set of occupations in which tipping exists would have been very different from what it
is today.

The worker’s income is negatively correlated with tipping, a result which is statistically
significant at the 1-percent level in all regressions. The coefficient of the worker’s income is also
large.” The closeness established between the worker and the consumer is positively correlated
with tipping, a result which is statistically significant at the 1-percent level in 3 out of the 5
regressions. The consumer’s income is positively correlated with tipping at a significance level
of 10 or 5 percent in 3 out of the 5 regressions. Thus the results are consistent with the
predictions of Hypothesis 2, suggesting that tipping exists in those occupations in which
consumers have psychological utility from tipping due to a desire to reciprocate and show
gratitude, and to empathy and compassion for the low-income worker.

As was mentioned in the introduction, one of the interesting and controversial issues
about social norms is whether they are created to increase social welfare. What can we say about
tipping based on the empirical results? At first, it seems that since tipping was not created where
consumers have low monitoring costs, tipping was not created to increase social welfare. But if
people derive utility from showing gratitude for good service, or if they enjoy tipping a low-

income worker because it allows them to feel generous and kind and thus improves their self-

" The smaller coefficients of the independent variables when COMMON and IMPORTANCE are the dependent

variables follow naturally from the narrower scale of these variables (0-5) compared to the scale of TIPPING (0-10).
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esteem, then these sources of utility should also be included in social welfare.® Once we take
these sources of utility into account, it is certainly possible that the creation of tipping increased
social welfare. Tipping is created in these occupations in which consumers derive the most
psychological utility from it, because they are the most likely to feel empathy and compassion
and to be willing to show their gratitude; this happens when they feel close to the worker, the
worker receives low wages, and the consumers have high income. Consequently, while the
results undermine the common wisdom that tipping is created where it improves economic
efficiency by lowering monitoring costs, the results can still support the view that tipping is

created where it improves social welfare.

5. Conclusion

A common belief about tipping is that tipping is created in these occupations in which
consumers can easily monitor the worker and therefore can do so at a lower cost than the firm.

Indeed, looking at a few prominent examples seems to justify this belief: we tip waiters and taxi

¥ Since tips are voluntary payments and people tip also when they never intend to see the worker again, they
obviously derive some kind of utility from tipping. Once tipping certain workers becomes a social norm, one may
argue that the only utility is derived from conforming to the norm (or avoiding the disutility associated with
disobeying the norm). But two observations suggest that people tip not only to conform to the norm: first, people
often tip more than required by the norm. Second, the first people to tip in a situation that was not tipped before
clearly did not conform to any social norm; on the contrary — they did something unique and uncommon. So they too
had a reason for tipping other than conforming to the social norm. Azar (2004b) and the answers given in the survey
mentioned earlier (Economic Development Committee for the Hotel and Catering Industry 1970) also support the

view that people derive utility from tipping beyond the conformity to the social norm.
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drivers because we can easily evaluate their service quality, we do not tip lawyers and
accountants because we lack the professional knowledge required to evaluate them.

This article takes for the first time a more systematic approach to examine this common
belief, by consulting several books about tipping practices, listing 37 tipped and non-tipped
occupations, and asking judges to rank various characteristics of these occupations. Surprisingly,
the common belief turns out to be false: economic efficiency does not explain why tipping exists
in some occupations and not in others. The hypothesis that tipping is created where it gives the
most psychological utility to consumers is supported by the data, as reflected in the prevalence of
tipping being higher when the worker’s income is lower, when the worker establishes closer
relationship with the consumer, and when the consumer’s income is higher. These results suggest
that tipping was created in those occupations in which consumers felt empathy and compassion
toward the worker because of his low income or their high income, and in which they wanted to
reciprocate and to show gratitude for good service. Including the utility derived from improved
self-esteem and the ability to show gratitude in the definition of social welfare, the results are
consistent with the view that social norms are created where they improve social welfare, even
though tipped occupations are not those where the consumer can most easily monitor service

quality.

Appendix: Instructions Given to the Judges

We would be grateful if you can answer the following questionnaire for a research conducted
about tipping.

Please look at the attached list of occupations to get a first impression. Think a little about the
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type of service given by each of the workers listed before answering the questions. It is
recommended to answer each time a single question for all the workers listed, and only then to
proceed to the next question and so on.
1. Rank on a 0-10 scale how close you would feel to the worker, after he provided

you the service (10 being the highest closeness).

2. Rank on a 0-10 scale what you think is the worker’s income not including tips (10

being the highest income).

3. Rank on a 0-10 scale what you think is the income of the typical customer that

uses this service (10 being the highest income).

4. Service quality often consists of two components: personal and professional. Take
the example of a lawyer: the personal component means how friendly he is to the
client, while the professional component is how knowledgeable the lawyer is in
the law and how hard he works to promote the client’s interests. First, try to think
about each occupation what you would consider good service and what would be
bad service. Then, think about the relative magnitude of the personal component
and the professional component in each occupation. What percentage of the
worker’s overall service quality stems from the personal component in your
opinion? Divide this number by 10 and write the result in the column 4,
“Importance of personal component” (This number should be between 0 and 10).

5. To what extent do you think you can evaluate the professional part of the service
provided by the workers in the list? Rank it on a 0-10 scale, where 0 means that
you cannot evaluate the quality of the professional part of the service at all and 10

means that you can evaluate it accurately. Ignore the personal part of the service

15



when answering this part. In the lawyer’s case, for example, the question means
how much you can evaluate whether the lawyer gives a lot of attention to your
case, is knowledgeable in relevant laws, and is doing everything possible to

promote your interests.

1. Closeness to 2. Worker’s income|3. Income of |4. Importance of |5. Ability to
worker after service [not including tips |[typical personal evaluate the
is provided customer  |[component professional
component
Restaurant
waiter

The rest of the occupations in the questionnaire are the same as in Table 1, and in the same order.

They are not included here in order to preserve space.
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Table 1

Characteristics of Various Occupations

COMMON | IMPORTA | TIPPING |CLOSE WORKER- | CONS-INC | MON- MON-

NCE INC ABI1 ABI2
Restaurant waiter 5 5 10 533 1.50 6.00 8.70 8.60
Taxi driver 5 3 8 3.67 4.67 6.33 8.10 8.33
Hotel chambermaid 2 2 4 2.00 3.17 6.67 7.83 8.02
Movers (when moving to a |4 4 8 4.67 3.67 5.17 8.25 8.30
new apartment)
Pizza delivery person 4 4 8 2.17 3.33 5.00 6.61 6.68
Barber 4 2 6 5.67 5.67 5.00 8.97 9.12
Tour guide 3 2 5 6.67 6.83 6.67 8.70 8.72
Cabin steward on a cruise |4 4 8 3.17 3.83 7.50 7.52 7.60
Plumber 0 0 0 2.50 6.33 5.17 6.80 6.83
Doctor 0 0 0 5.67 8.67 433 7.64 7.65
Accountant 0 0 0 5.17 9.17 8.17 7.04 6.90
Lawyer 0 0 0 6.17 9.50 7.50 7.26 7.17
Flight attendant 0 0 0 4.67 6.50 7.00 8.39 8.32
Nurse 0 0 0 6.00 5.83 3.67 8.08 8.02
Bus driver 0 0 0 2.00 5.83 2.50 7.44 7.48
Lifeguard (in the 0 0 0 1.33 5.50 3.00 5.66 5.75
beach/swimming pool)
Seller at McDonald 0 0 0 1.17 3.17 4.33 7.62 7.77
Dentist 0 0 0 533 8.67 6.33 7.89 7.87
Wine steward in a 4 5 9 433 5.00 7.67 7.66 7.57
restaurant
Car wash worker 3 4 7 3.50 2.83 6.50 7.57 7.72
Casino dealer 2 3 5 4.83 5.83 7.17 6.64 6.68
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Busboy (cleans tables etc.) |3 4 7 2.33 3.33 7.50 791 8.15
on a cruise

Facials (cosmetic 3 4 7 6.50 5.83 6.83 8.58 8.62
treatment)

Car mechanic 0 0 0 4.50 6.17 5.67 6.54 6.58
Manicure/pedicure 3 4 7 6.50 5.33 7.17 8.39 8.37
Masseuse/Masseur 2 3 5 6.33 5.83 8.33 8.17 8.13
Newspaper boy (brings the |2 4 6 1.50 3.00 6.50 6.39 6.20
paper every morning)

Bartender 4 4 8 5.50 4.83 6.33 7.85 7.77
Washroom attendantina |2 4 6 0.67 2.50 6.00 7.71 7.78
restaurant

Diving instructor 1 1 2 7.33 6.33 7.17 8.33 8.28
Ski instructor 1 1 2 6.67 6.50 8.33 8.40 8.43
Tennis instructor 0 0 0 7.17 6.83 8.83 8.53 8.55
Theater/concert ushers 0 0 0 1.50 3.83 7.00 7.67 7.72
Room service waiter 4 4 8 2.67 3.67 7.83 7.78 7.80
Golf caddy 4 4 8 4.17 3.33 9.00 8.36 8.22
Cashier in a store 0 0 0 3.17 3.83 4.50 8.49 8.45
Gas station attendant 1 2 3 1.17 2.83 533 8.11 8.13
Average 1.89 2.08 3.97 4.15 5.12 6.32 7.77 7.79
Standard deviation 1.75 1.75 3.51 1.96 1.94 1.55 0.74 0.74

The variables COMMON, IMPORTANCE and TIPPING are based on various sources about
tipping practices. CLOSE, WORKER-INC, and CONS-INC are the mean response of the judges
to questions 1, 2, and 3 (see Appendix), respectively. MON-ABI1 and MON-ABI2 are computed

as explained in the text.
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Table 2

The Effect of Various Characteristics on the Prevalence of Tipping

Dependent TIPPING TIPPING TIPPING COMMON | IMPORTANCE
variable (0-10 scale) [(0-10scale) |(0-10 scale) |(0-5scale) [(0-5 scale)
N 37 37 23 37 37
Intercept 12.23%** 11.26** 13.10%** 3.77 7.49%**
(5.36) (5.35) (4.65) (3.04) (2.55)
CLOSE 1.02%%* 0.97%%* 0.62* 0.47** 0.50%**
(0.35) (0.34) (0.36) (0.17) (0.18)
WORKER-INC |—1.74%%** —1.71%** —1.21%%* —(0.78*** —0.94%**
(0.19) (0.20) (0.26) (0.11) (0.10)
CONS-INC 0.53* 0.52% —0.01 0.18 0.33**
(0.29) (0.29) (0.32) (0.16) (0.14)
MON-ABII —0.89
(0.70)
MON-ABI2 —-0.75 —-0.50 —0.13 —0.62*
(0.68) (0.62) (0.39) (0.32)
R’ 0.58 0.58 0.29 0.50 0.62
F Value 48.14 49.08 6.43 51.96 38.97

Robust standard errors in parentheses.
* Represents statistically significant at the 10-percent level.
** Represents statistically significant at the 5-percent level.

*#%* Represents statistically significant at the 1-percent level.
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Quarterly change in Wynn tip pool as a percentage of drop
All figures stated in million

Tips as a
percentage of
Table drop Tip Pool drop

2005 Q4 499.5 13.5 2.70%
2006 Q1 489.8 13.9 2.84%
2006 Q2 466.1 13.0 2.80%
2006 Q3 458.2 11.9 2.60%
2006 Q4 515.5 12.5 2.43%
2006 1,929.6 51.3 2.66%
2007 Q1 550.2 13.8 2.52%
2007 Q2 561.8 13.5 2.41%
2007 Q3 475.6 12.5 2.63%
2007 Q4 624.6 14.4 2.31%
2007 2,212.2 54.3 2.45%
2008 Q1 533.3 12.2 2.29%
2008 Q2 493.6 11.8 2.38%
2008 Q3 531.0 12.0 2.26%
2008 Q4 498.3 10.7 2.15%
2007 2,056.2 46.7 2.27%
2009 Q1 520.0 7.7 1.48%
2009 Q2 494.8 7.9 1.59%
2009 Q3 518.1

Baseline

Q4 2005 - Q2 2006

Drop 1,455.4

Tip pool 40.4

Tips as a percentage

of drop 2.78%

Tips as a
percentage of Net change
drop from base line

2006 Q4 2.43% -12.6%
2007 Q1 2.52% -9.4%
2007 Q2 2.41% -13.3%
2007 Q3 2.63% -5.4%
2007 Q4 2.31% -16.7%
2008 Q1 2.29% -17.6%
2008 Q2 2.38% -14.2%
2008 Q3 2.26% -18.4%
2008 Q4 2.15% -22.5%
2009 Q1 1.48% -46.9%
2009 Q2 1.59% -42.7%
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EXHIBIT "D”



WYNN MONTHLY TOKE TOTALS

SEPTEMBER 2005 MONTHLY TOTAL

$4,187,756.00

OCTOBER 2005 MONTHLY TOTAL $4,210,844.92
NOVEMBER 2005 MONTHLY TOTAL $4,943,986.00
DECEMBER 2005 MONTHLY TOTAL $4,327,326.00

JANUARY 2006 MONTHLY TOTAL

$4,921,260.00

FEBRUARY 2006 MONTHLY TOTAL

$4,164,221.00

MARCH 2006 MONTHLY TOTAL

$4,801,973.00

APRIL 2006 MONTHLY TOTAL

$4,506,770.00

MAY 2006 MONTHLY TOTAL

$5,124,922.00

JUNE 2006 MONTHLY TOTAL

$3,410,671.00

JULY 2006 MONTHLY TOTAL $4,034,393.00
AUGUST 2006 MONTHLY TOTAL $4,030,047.70
SEPTEMBER 2006 MONTHLY TOTAL $3,827,322.37
OCTOBER 2006 MONTHLY TOTAL $4,084,545.71
NOVEMBER 2006 MONTHLY TOTAL $3,887,486.80
DECEMBER 2006 MONTHLY TOTAL $4,536,586.37

JANUARY 2007 MONTHLY TOTAL

$4,526,221.09




FEBRUARY 2007 MONTHLY TOTAL $4,846,243.00
MARCH 2007 MONTHLY TOTAL $4,465,964.90
APRIL 2007 MONTHLY TOTAL $4,508,516.97
MAY 2007 MONTHLY TOTAL $5,015,586.99
JUNE 2007 MONTHLY TOTAL $4,006,228.92

JULY 2007 MONTHLY TOTAL

$4,344,532.11

AUGUST 2007 MONTHLY TOTAL

$4,016,886.21

SEPTEMBER 2007 MONTHLY TOTAL

$4,133,159.30

OCTOBER 2007 MONTHLY TOTAL

$4,523,135.99

NOVEMBER 2007 MONTHLY TOTAL

$5,547,382.88

DECEMBER 2007 MONTHLY TOTAL

$4,376,107.36

JANUARY 2008 MONTHLY TOTAL

$3,860,292.08

FEBRUARY 2008 MONTHLY TOTAL

$4,558,569.59

MARCH 2008 MONTHLY TOTAL

$3,781,915.50

APRIL 2008 MONTHLY TOTAL

$2,151,754.88

MAY 2008 MONTHLY TOTAL

$4,941,021.14

JUNE 2008 MONTHLY TOTAL

$4,664,087.73

JULY 2008 MONTHLY TOTAL

$4,086,569.79

AUGUST 2008 MONTHLY TOTAL

$4,108,027.88




SEPTEMBER 2008 MONTHLY TOTAL

$3,831,038.96

OCTOBER 2008 MONTHLY TOTAL $3,460,479.70
NOVEMBER 2008 MONTHLY TOTAL $3,357,608.22
DECEMBER 2008 MONTHLY TOTAL $3,906,737.09

JANUARY 2009 MONTHLY TOTAL

$3,054,901.70

FEBRUARY 2009 MONTHLY TOTAL $2,214,737.24
MARCH 2009 MONTHLY TOTAL $2,402,934.53
APRIL 2009 MONTHLY TOTAL $2,496,902.92
MAY 2009 MONTHLY TOTAL $2,736,858.20

JUNE 2009 MONTHLY TOTAL

$2,637,170.35

JULY 2009 MONTHLY TOTAL

$2,860,305.51

AUGUST 2009 MONTHLY TOTAL

$2,854,166.69
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Gaming Supervisors

10f3

.

U.S. Bureau of Labor Statistics

http://data.bls.gov/cgi-bin/print.pl/oes/current/oes391011.htm

Occupational Employment Statistics

Occupational Employment and Wages, May 2008

39-1011 Gaming Supervisors

Supervise gaming operations and personnel in an assigned area. Circulate among tables and observe operations. Ensure that stations and
games are covered for each shift. May explain and interpret operating rules of house to patrons. May plan and organize activities and create
friendly atmosphere for guests in hotels/casinos. May adjust service complaints. Exclude "Slot Key Persons" (39-1012).

National estimates for this occupation

Industry profile for this occupation

State profile for this occupation

Metropolitan area profile for this occupation

National estimates for this occupation: Top

Employment estimate and mean wage estimates for this occupation:

Employment | Mean hourly | Mean annual
Employment (1) RSE (3) wage wage (2) Wage RSE (3)
26,110 2.0% $22.40 $46,600 0.9%
Percentile wage estimates for this occupation:
. 50%
0, 0, 0, 0,
Percentile 10% 25% (Median) 75% 90%
Hourly Wage $13.44 $17.31 $21.87 $26.98 | $32.24
Annual Wage (2) | $27,960 || $36,000 | $45,500 || $56,110 | $67,060

Industry profile for this occupation: Top

Industries with the highest published employment and wages for this occupation are provided. For a list of all industries with employment

in this occupation, see the Create Customized Tables function.

Industries with the highest levels of employment in this occupation:

Industry Employment Houvl;lglgrgean An n:l.lvzlgr;ean
Traveler Accommodation 12,160 $22.82 $47,460
Local Government (OES designation) 7,510 $21.79 $45,320
Gambling Industries 5,630 $22.89 $47,620
Other Amusement and Recreation Industries 200 $17.27 $35,920
Spectator Sports 180 $20.08 $41,770

Top paying industries for this occupation:

Industry

Employment

Hourly mean
wage

Annual mean
wage
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Gambling Industries 5,630 $22.89 $47,620
Traveler Accommodation 12,160 $22.82 $47,460
Local Government (OES designation) 7,510 $21.79 $45,320
Spectator Sports 180 $20.08 $41,770
Amusement Parks and Arcades 90 $18.81 $39,120

State profile for this occupation: Top

States with the highest published employment concentrations and wages for this occupation are provided. For a list of all States with
employment in this occupation, see the Create Customized Tables function.

States with the highest concentration of workers in this occupation:

2 of 3

State Employment Hourly mean Annual mean Percent of State
wage wage employment
Nevada 8,750 $22.21 $46,190 0.685%
Mississippi 1,320 $21.46 $44,640 0.116%
Louisiana 1,130 $21.95 $45,660 0.060%
New Mexico 480 $16.07 $33,420 0.059%
Montana 260 $12.02 $24,990 0.059%
Top paying States for this occupation:
State Employment Hourly mean Annual mean Percent of State
wage wage employment
Michigan 730 $28.85 $60,000 0.018%
Hlinois 400 $26.73 $55,600 0.007%
Indiana 760 $26.16 $54,410 0.026%
California 1,860 $24.93 $51,860 0.012%
Pennsylvania 100 $22.58 $46,960 0.002%

Metropolitan area profile for this occupation: Top

Metropolitan areas with the highest published employment concentrations and wages for this occupation are provided. For a list of all
Metropolitan areas with employment in this occupation, see the Create Customized Tables function.

Metropolitan areas with the highest concentration of workers in this occupation:

MSA Employment Houvl;lglgr:ean An n\L/Jvzlggwean Pg:ﬁg?c;cy(:‘mstA
Atlantic City, NJ 2,120 $25.43 $52,890 1.455%
Las Vegas-Paradise, NV 7,220 $22.61 $47,030 0.775%
Gulfport-Biloxi, MS 640 $21.88 $45,520 0.602%
Reno-Sparks, NV 920 $20.83 $43,320 0.421%
Carson City, NV 70 $16.00 $33,270 0.234%

3/16/2010 3:02 PM



Gaming Supervisors http://data.bls.gov/cgi-bin/print.pl/oes/current/oes391011.htm

Top paying metropolitan areas for this occupation:

MSA Employment Hourly mean Annual mean Percent of MSA
wage wage employment
Detroit-Livonia-Dearborn, Ml 0
Metropolitan Division 530 $32.59 $67,790 0.070%
Gary, IN Metropolitan Division 280 $31.59 $65,700 0.101%
Oakland-Fremont-Hayward, CA 0
Metropolitan Division 60 $31.57 $65,670 0.006%
San Diego-Carlsbad-San Marcos, CA 580 $26.37 $54,840 0.044%
St. Louis, MO-IL 300 $26.07 $54,230 0.022%

About May 2008 National, State, Metropolitan, and Nonmetropolitan Area Occupational Employment and Wage Estimates

These estimates are calculated with data collected from employers in all industry sectors in metropolitan and nonmetropolitan areas in every
State and the District of Columbia. The top five employment and wage figures are provided above. The complete list is available in the
downloadable Excel files (XLS).

Percentile wage estimates show the percentage of workers in an occupation that earn less than a given wage and the percentage that earn
more. The median wage is the 50th percentile wage estimate--50 percent of workers earn less than the median and 50 percent of workers
earn more than the median. More about percentile wages.

(1) Estimates for detailed occupations do not sum to the totals because the totals include occupations not shown separately. Estimates do not
include self-employed workers.

(2) Annual wages have been calculated by multiplying the hourly mean wage by a "year-round, full-time" hours figure of 2,080 hours; for
those occupations where there is not an hourly mean wage published, the annual wage has been directly calculated from the reported survey
data.

(3) The relative standard error (RSE) is a measure of the reliability of a survey statistic. The smaller the relative standard error, the more
precise the estimate.

Other OES estimates and related information:

May 2008 National Occupational Employment and Wage Estimates

May 2008 State Occupational Employment and Wage Estimates

May 2008 Metropolitan and Nonmetropolitan Area Occupational Employment and Wage Estimates

May 2008 National Industry-Specific Occupational Employment and Wage Estimates

List of Occupations in SOC Code Number Order

List of Occupations in Alphabetical Order

Download May 2008 Occupational Employment and Wage Estimates in Zipped Excel files

Technical Notes

Last Modified Date: May 04, 2009

U.S. Bureau of Labor Statistics Division of Occupational Employment Statistics Suite 2135, 2 Massachusetts Avenue, NE Washington,
DC 20212-0001

http://www.bls.gov/QES | Telephone: (202) 691-6569 | Fax: (202) 691-6444 Do you have an OES data question?
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.

U.S. Bureau of Labor Statistics

Occupational Employment Statistics

Occupational Employment and Wages, May 2008

39-3011 Gaming Dealers

Operate table games. Stand or sit behind table and operate games of chance by dispensing the appropriate number of cards or blocks to
players, or operating other gaming equipment. Compare the house's hand against players' hands and payoff or collect players' money or
chips.

National estimates for this occupation
Industry profile for this occupation

State profile for this occupation
Metropolitan area profile for this occupation

National estimates for this occupation: Top

Employment estimate and mean wage estimates for this occupation:

Employment | Mean hourly | Mean annual

Employment (1) RSE (3) wage wage (2)

Wage RSE (3)

91,130 2.5% $9.56 $19,890 1.4%

Percentile wage estimates for this occupation:

Percentile 10% || 25% 50% 75% | 90%
(Median)
HourlyWage | $6.47 | $7.14 $7.84 $9.99 | $15.55

Annual Wage (2) | $13,470 || $14,850 $16,310 $20,770 || $32,340

Industry profile for this occupation: Top

Industries with the highest published employment and wages for this occupation are provided. For a list of all industries with employment
in this occupation, see the Create Customized Tables function.

Industries with the highest levels of employment in this occupation:

Industry Employment Houvl;lglgrgean An n:ljvzlgr;ean

Traveler Accommodation 35,940 $7.60 $15,800

Gambling Industries 26,490 $11.43 $23,760

Local Government (OES designation) 24,660 $10.00 $20,790

Spectator Sports 2,160 $13.29 $27,640

Other Amusement and Recreation Industries 590 $11.62 $24,170

Top paying industries for this occupation:

Industry Employment Houvr;lggr:ean AN n\lljvzlgrglean
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Full-Service Restaurants 220 $14.90 $30,990
Spectator Sports 2,160 $13.29 $27,640

Other Amusement and Recreation Industries 590 $11.62 $24,170
Gambling Industries 26,490 $11.43 $23,760

Civic and Social Organizations 300 $10.69 $22,230

State profile for this occupation: Top

States with the highest published employment concentrations and wages for this occupation are provided. For a list of all States with
employment in this occupation, see the Create Customized Tables function.

States with the highest concentration of workers in this occupation:

2 of 3

State Employment Hourly mean Annual mean Percent of State
wage wage employment
Nevada 24,040 $7.09 $14,750 1.881%
Mississippi 4,860 $8.67 $18,040 0.427%
North Dakota 1,120 $8.85 $18,410 0.320%
Washington 7,690 $15.18 $31,580 0.268%
Louisiana 3,900 $8.21 $17,070 0.207%
Top paying States for this occupation:
State Employment Hourly mean Annual mean Percent of State
wage wage employment
Washington 7,690 $15.18 $31,580 0.268%
Kansas (8) $14.96 $31,120 (8)
Alaska 230 $13.08 $27,200 0.075%
Texas 420 $11.48 $23,880 0.004%
California 12,760 $11.40 $23,710 0.084%

Metropolitan area profile for this occupation: Top

Metropolitan areas with the highest published employment concentrations and wages for this occupation are provided. For a list of all
Metropolitan areas with employment in this occupation, see the Create Customized Tables function.

Metropolitan areas with the highest concentration of workers in this occupation:

MSA Employment Houvl;lglgr:ean An n\L/Jvzlggwean Pg:ﬁg?c;cy(:‘mstA
Atlantic City, NJ 5,740 $7.85 $16,330 3.939%
Gulfport-Biloxi, MS 2,280 $9.45 $19,660 2.145%
Las Vegas-Paradise, NV 19,820 $7.06 $14,690 2.128%
Reno-Sparks, NV 2,430 $7.04 $14,650 1.111%
Lake Charles, LA 740 $6.94 $14,440 0.831%
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Top paying metropolitan areas for this occupation:

MSA Employment Houvl;llglgr:ean An n\lljvzlgl‘;nean Pg;;:g?(;cycr)]f‘eMnStA
Sea&':tiﬂ:j‘l’t‘;%"slggn WA 3,860 $16.42 $34,150 0.266%
Kennewick-Richland-Pasco, WA 240 $15.66 $32,580 0.265%
Spokane, WA 390 $15.26 $31,730 0.185%
Fresno, CA 170 $15.25 $31,710 0.051%
Bellingham, WA 140 $13.70 $28,490 0.175%

About May 2008 National, State, Metropolitan, and Nonmetropolitan Area Occupational Employment and Wage Estimates

These estimates are calculated with data collected from employers in all industry sectors in metropolitan and nonmetropolitan areas in every
State and the District of Columbia. The top five employment and wage figures are provided above. The complete list is available in the
downloadable Excel files (XLS).

Percentile wage estimates show the percentage of workers in an occupation that earn less than a given wage and the percentage that earn
more. The median wage is the 50th percentile wage estimate--50 percent of workers earn less than the median and 50 percent of workers
earn more than the median. More about percentile wages.

(1) Estimates for detailed occupations do not sum to the totals because the totals include occupations not shown separately. Estimates do not
include self-employed workers.

(2) Annual wages have been calculated by multiplying the hourly mean wage by a "year-round, full-time" hours figure of 2,080 hours; for
those occupations where there is not an hourly mean wage published, the annual wage has been directly calculated from the reported survey
data.

(3) The relative standard error (RSE) is a measure of the reliability of a survey statistic. The smaller the relative standard error, the more
precise the estimate.

(8) Estimate not released.

Other OES estimates and related information:

May 2008 National Occupational Employment and Wage Estimates

May 2008 State Occupational Employment and Wage Estimates

May 2008 Metropolitan and Nonmetropolitan Area Occupational Employment and Wage Estimates

May 2008 National Industry-Specific Occupational Employment and Wage Estimates

List of Occupations in SOC Code Number Order

List of Occupations in Alphabetical Order

Download May 2008 Occupational Employment and Wage Estimates in Zipped Excel files

Technical Notes

Last Modified Date: May 04, 2009

U.S. Bureau of Labor Statistics Division of Occupational Employment Statistics Suite 2135, 2 Massachusetts Avenue, NE Washington,
DC 20212-0001

http://www.bls.gov/OES | Telephone: (202) 691-6569 | Fax: (202) 691-6444 Do you have an OES data question?
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