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SUMMARY:

House Bill 4001 would repeal the Improved Workforce Opportunity Wage Act and amend the
Workforce Opportunity Wage Act to make changes regarding the minimum wage in Michigan.

Background
Section 9 of Article II of the state constitution provides an initiative process for proposing laws

by petition. An initiative petition must be signed by a number of voters equal to 8% of the total
votes cast for all candidates for governor in the most recent gubernatorial election. Once certified,
the petition is presented to the legislature, which has 40 days to enact or reject it without
amending it. If the legislature enacts it, the law proposed by the petition becomes a public act
without going to the governor for approval. (The governor cannot veto such an enactment.) If the
legislature rejects it, the initiative petition is put before the voters at the next general election. If
the voters approve it, the resulting law can be amended or repealed only by a three-fourths vote
of members elected to and serving in each house of the legislature.

In addition, instead of enacting or rejecting a petition, the legislature can propose a different
measure on the same subject. In this case, both the initiative petition and the legislature’s
alternative measure go on the ballot at the next general election, and the one that receives the
most votes becomes law.

In July 2018, the legislature passed the Improved Workforce Opportunity Wage Act (2018 PA
337), an initiative petition that was certified by the Michigan Board of Canvassers to appear on
the Michigan ballot in the November 2018 general election.! Then, after the election, 2018 PA
368 was enacted to amend the provisions of that act as they had been proposed by initiative
petition and passed by the legislature.? Notably, the amendatory act reduced proposed minimum
wage increases and eliminated provisions that would phase out the tipped minimum wage.’

In July 2024, the Michigan Supreme Court (MSC) ruled in Mothering Justice v Attorney General
that the legislature’s 2018 practice of adopting and amending proposed ballot measures during
the same legislative session is unconstitutional. The court voided 2018 PA 368 and restored the
Improved Workforce Opportunity Wage Act (and the Earned Sick Time Act, a similarly adopted
and amended initiative) as it was proposed by petition and originally enacted by the legislature.*
The reinstated version is set to take effect on February 21, 2025. Later, the court issued a clarified
schedule for phasing in the original wage increases beginning February 21, 2025, and eliminating

! https://legislature.mi.gov/documents/2017-2018/initiative/pdf/MinimumWagelnitiative Analysis.pdf

2 https://www legislature.mi.gov/documents/2017-2018/billanalysis/House/pdf/2017-HLA-1171-58F01032.pdf

3 The tipped minimum wage is paid to employees (such as restaurant wait staff) who receive tips in the course of their
employment, as long as the employer makes up any shortfall between the general minimum wage and the amount of
the employee’s tipped wages plus tips. Currently, the tipped minimum wage is 38% of the general minimum wage.

4 https://statecourtreport.org/case-tracker/mothering-justice-v-attorney-general
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the tipped minimum wage by February 21, 2030, as shown below.’ (As of January 1, 2025, the
Michigan minimum wage is $10.56 per hour and the tipped minimum wage is 38% of the general
minimum wage [currently $4.01].%)

Date Minimum Hourly Wage Tipped Minimum Wage

February 21, 2025 $12.48 ($10.00 plus inflation 48% of general minimum wage
adjustment) ($5.99)

February 21, 2026 $13.29 ($10.65 plus inflation 60% of general minimum wage
adjustment) ($7.97)

February 21, 2027 $14.16 ($11.35 plus inflation 70% of general minimum wage
adjustment) ($9.91)

February 21, 2028 $14.97 ($12.00 plus inflation 80% of general minimum wage
adjustment) ($11.98)

February 21, 2029 Standard inflation adjustment 90% of general minimum wage

February 21, 2030 Standard inflation adjustment 100% of general minimum wage

Minimum wage increases
The bill would instead provide the following schedule for increasing the general minimum wage

between February 21, 2025 and January 1, 2029:

Date Proposed General Minimum Hourly Wage
February 21, 2025 $12.00
January 1, 2026 $12.50
January 1, 2027 $13.00
January 1, 2028 $14.00
January 1, 2029 $15.00

In addition, current law requires that, beginning January 1, 2030, the state treasurer must adjust
the minimum wage for inflation unless the state’s unemployment rate for the preceding year was
8.5% or higher. Under the bill, this annual adjustment would not take place if unemployment for
the preceding year was 7.5% or higher.

Tipped minimum wage

Currently, the minimum wage for tipped employees is set at 38% of the regular hourly minimum
wage. As described above, this lower wage is set to be phased out under the Improved Workforce
Opportunity Wage Act (the law as revived by the MSC decision effective February 21, 2025).

The bill would repeal that act and thereby maintain the tipped minimum wage at its current level.’

5 https://www.plunkettcooney.com/thesophisticatedemployerblog/michigan-supreme-court-clarifies-minimum-

wage-decision

6 https://www.michigan.gov/leo/news/2024/10/01/michigan-minimum-wage-rate-2025-increase-schedule

" The Improved Workforce Opportunity Wage Act (the 2018 initiative petition originally passed by the legislature)
did not repeal the state’s previous act governing the minimum wage, the Workforce Opportunity Wage Act (2014 PA
138), but instead expressly provided that the 2014 law was superseded by the 2018 enactment(s). House Bill 4001
would amend the 2014 act and repeal the 2018 act, which would have the effect of reinstating the 2014 act as the state
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The law as revived by the MSC decision provides that, before its phaseout, the tipped minimum
wage does not apply unless all of the tips are retained by the employee who receives them, except
as voluntarily shared with other employees who are directly or indirectly part of the chain of
service and whose duties are not primarily managerial or supervisory. The bill would remove
these provisions.

In addition, under the revived provisions, an employee must be informed by the employer of the
tipped wage provisions of the act, in writing, at or before the time of hire, and give written
consent. The bill would remove the italicized language.

Other tipped minimum wage provisions
The law as revived by the MSC decision provides all of the following:

e Regardless of whether the employer pays the tipped minimum wage or the full general
minimum wage, tips remain the property of the employee who receives them, except
under a valid and voluntary tip sharing agreement described above.

e QGratuities and service charges paid to an employee are in addition to, and may not count
toward, wages due to the employee.

e Employers must provide employees and consumers written notice of their plan to
distribute service charges.

e Employers must keep records showing compliance with the tipped wage provisions of
the act for at least years from the date of employee’s last pay period.

The bill would eliminate the above provisions.

Training minimum wage
The law (both currently and as revived by the MSC decision) sets a training wage of $4.25 per
hour for employees who are less than 20 years old and in the first 90 days of their employment.

The bill would change this wage to be 75% of the general minimum wage described above.

Minors minimum wage
The law (both currently and as revived by the MSC decision) allows employers to pay employees
who are under 18 years old an hourly minimum wage of 85% of the general minimum wage.

The bill would lower this amount to 75% of the general minimum wage.

Junior hockey
The law as revived by the MSC decision does not include language that exempts from minimum

wage provisions individuals who are 16 to 20 years old and play ice hockey in a regional,
national, or international junior ice hockey league.®

The bill includes that language.

MCL 408.414 and 408.414b (amended) and MCL 408.931 to 408.945 (repealed)

minimum wage law. Provisions of that 2014 act, such as the 38% tipped minimum wage, would therefore be essentially
enacted by the bill without the need to specifically include their text within the bill.
8 See https://www.legislature.mi.gov/documents/2017-2018/billanalysis/House/pdf/2017-HLA-0483-B03AE529.pdf
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BRIEF DISCUSSION:

Supporters of the bill argue that the legislature must act before the MSC’s decision takes effect
on February 21 to protect Michigan workers from the significant harm that they believe could be
caused by the revived provisions. Specifically, many supporters testified that the scheduled
elimination of the tipped minimum wage would dramatically increase costs for restaurants,
leading to higher food prices, staff cuts, and even widespread closures. In addition, many tipped
employees testified that the bill could lead to a pay cut for them, as with tips they almost always
take home more than $15 an hour under current law and fear that elimination of the tipped wage
could lead customers to dine out less or tip less when they do. Supporters particularly pointed to
Washington, D.C., where the phase-out of tipped minimum wage has been associated with the
loss of many full-service restaurant jobs.’

Those who oppose the bill argue that data shows that in other states that have eliminated the
tipped minimum wage, the average tip, while slightly below the national average, has not
significantly declined, resulting in a net pay increase for workers.'® Some also argue that the bill
will hurt workers generally because its phase-in of the new general minimum wage increase
would represent a pay cut compared to the schedule ordered by the MSC. Finally, opponents
contend that tips do not necessarily reflect the quality of service or how hard the employee
worked, but rather are often based on factors out of the employee’s control, and that the bill
would help to reduce the effect this has on workers’ ability to earn a living wage.

FISCAL IMPACT:

State and local revenue

Although the potential impact of changes in the minimum wage on state and local tax revenues
cannot be determined, it is likely to be small relative to total collections given the modest size of
the cohort that would see the most significant impacts from a change in the minimum wage. From
a state and local government perspective, only a small portion of government employment is
typically composed of minimum wage workers. Therefore, any changes in government labor
costs due to a change in the minimum wage would likely be insignificant relative to overall
expenditures.

All else being equal, the slightly lower minimum wage in 2025 and beyond, when compared to
current law after the Michigan Supreme Court ruling on the minimum wage, could lead to a
minor decrease in income tax and sales tax revenues. However, any changes in income or sales
tax revenue from those who would see an hourly wage change could be offset by other tax
revenue changes depending on the effect the minimum wage change has on employer business
practices. For these reasons, a net change is difficult to estimate.

For tipped workers, the changes would be more significant. Under current law after the MSC
ruling, the minimum wage for tipped workers would adjust annually, beginning in 2025, until it
matched the state minimum wage in 2030. Under the bill, the tipped wage differential (38% of
the state minimum wage) would be reinstated. Any fiscal impact related to retaining the
minimum wage differential would depend on employer business practices around things like
hiring and pricing in a business environment with no minimum wage differential for tipped

? https://www.axios.com/local/washington-dc/2024/10/16/dc-restaurant-tipped-minimum-wage-i-82-end-outcome
10 https://minimumwage.com/2025/01/new-data-shows-tips-are-lowest-and-declining-in-one-flat-wage-states/
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workers, consumer gratuity practices, and employment changes under a system with no
minimum wage differential for tipped workers. A net fiscal impact on state and local revenues
cannot be determined with any accuracy at this time.

State Medicaid costs

The primary workforce in the state Medicaid program that would be impacted by changes to the
state minimum wage would be the cohort of workers called “direct care workers.” Direct care
workers are workers who provide assistance with activities of daily living for eligible Medicaid
recipients. For every $0.20 per hour change to the rate paid to the direct care workforce, the state
cost, or savings, would be approximately $10.0 million.

POSITIONS:

Representatives of the following entities testified in support of the bill:
e Detroit Regional Chamber (1-14-25)

Dunn Well, LLC (1-16-25)

Grand Rapids Chamber of Commerce (1-14-25)

Homestead Orchards (1-16-25)

Juan Miguel’s (1-14-25)

LalLonde’s Market (1-14-25)

Leo’s Coney Island (1-14-25)

Michigan Black Business Alliance (1-14-25)

Michigan Brewers Guild (1-16-25)

Michigan Chamber of Commerce (1-14-25)

Peppermill Cafe (1-14-25)

Railtown Brewing Company (1-14-25)

Schindy’s at Diamond Lake (1-14-25)

Shenanigans Restaurant (1-14-25)

Small Business Association of Michigan (1-14-25)

Team Schostak (1-14-25)

Representatives of the following entities indicated support for the bill:
e Alfie Logo Gear (1-16-25)

Alpena Area Chamber of Commerce (1-14-25)

Amaya’s Fresh Mexican Grill (1-16-25)

American Hotel and Lodging Association (1-16-25)

Associated Builders and Contractors of Michigan (1-14-25)

Besons Corner Store Market (1-16-25)

Black River Tavern (1-14-25)

Bob’s Bar (1-14-25)

Bowling Centers Association of Michigan (1-14-25)

Broadband Association of Michigan (1-14-25)

Business Leaders of Michigan (1-14-25)

Cadillac Area Chamber of Commerce (1-14-25)

Charlevoix Chamber of Commerce (1-14-25)

Cherryland Electric Cooperative (1-15-25)

Choose Lansing (1-14-25)
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City of Frankenmuth (1-14-25)

Clinton County Catalyst (1-14-25)

The Clothing Company (1-16-25)

Community Bankers of Michigan (1-14-25)
Crunchy’s/Peanut Barrel (1-14-25)

Develop losco (1-14-25)

Draves Auto Center/MD and Associates Consulting (1-16-25)
Flint Genesee Chamber of Commerce (1-14-25)
Gaylord Chamber of Commerce (1-14-25)

Gordon Food Service (1-14-25)

Grand Traverse Mechanic (1-16-25)

Health Care Association of Michigan (1-16-25)
Home Builders Association of Michigan (1-16-25)
Invest UP (1-14-25)

Joe’s Gizzard City (1-16-25)

Lake Superior Community Partnership (1-14-25)
Lansing Regional Chamber of Commerce (1-14-25)
Little Caesars — Wixom & Milford (1-14-25)
Mackinac Center for Public Policy (1-14-25)
Manistee Area Chamber of Commerce (1-14-25)

The Manthei Group (1-16-25)

Manthei Wood Products (1-16-25)

Maple Leaf Golf Course (1-16-25)

Mason Tackle (1-14-25)

Michigan Association of Convention and Visitors Bureaus (1-14-25)
Michigan Association of Counties (1-16-25)
Michigan Association of Health Plans (1-14-25)
Michigan Bankers Association (1-14-25)

Michigan Beverage Association (1-14-25)

Michigan Boating Industries Association (1-14-25)
Michigan Charitable Gaming Association (1-14-25)
Michigan Craft Distillers Association (1-14-25)
Michigan Credit Union League (1-16-25)

Michigan Farm Bureau (1-14-25)

Michigan Funeral Directors Association (1-14-25)
Michigan Golf Course Association (1-16-25)
Michigan Licensed Beverage Association (1-14-25)
Michigan Restaurant and Lodging Association (1-16-25)
Michigan Showsports Industries Association (1-14-25)
Midland Business Alliance (1-14-25)

Midwest Independent Retailers (1-14-25)

Mitten Brewing Company (1-15-25)

National Electrical Contractors Association (1-14-25)
Northern Lakes Economic Alliance (1-14-25)
Northern Michigan Chamber Alliance (1-14-25)
Petoskey Regional Chamber of Commerce (1-14-25)

House Fiscal Agency HB 4001 (H-2) as reported  Page 6 of 7



Ryan’s Roadhouse (1-14-25)

Shield’s Restaurant (1-16-25)

Southwest MI First (1-14-25)

Square One Eats & Treats (1-14-25)

Stephan Wood Products (1-14-25)

Thumb Meat Market (1-14-25)

Titan Golf Cart (1-16-25)

Traverse City Downtown Development Authority (1-16-25)
Traverse City Tourism (1-14-25)

Traverse Connect (1-14-25)

Uptown Coney Island (1-14-25)

Van Dam Custom Boats (1-16-25)

Vernales Restaurant (1-16-25)

Wheeler’s Restaurant and Half Barrel Bar (1-14-25)
Yankee Rebel Tavern/Horn’s Bar (1-14-25)

Representatives of the following entities testified in opposition to the bill:

Michigan AFL-CIO (1-14-25)

Michigan League for Public Policy (1-14-25)
Mothering Justice (1-14-25)

One Fair Wage (1-14-25)

Representatives of the following entities indicated opposition to the bill:

Airline Pilots Association (1-14-25)

American Federation of State, County and Municipal Employees (1-14-25)
Communications Workers of America (1-14-25)

Detroit Disability Power (1-14-25)

IOEW — Michigan State Conference (1-14-25)

Michigan Laborers (1-14-25)

Michigan Nurses Association (1-14-25)

Michigan Regional Council of Carpenters & Millwrights (1-14-25)
Restaurant Opportunities Center of Michigan (1-14-25)

SEIU Michigan (1-16-25)

SIX Action (1-16-25)

United Steel Workers (1-14-25)

Legislative Analyst: Alex Stegbauer
Fiscal Analysts: Ben Gielczyk
Marcus Coffin
Kent Dell
Kevin Koorstra

m This analysis was prepared by nonpartisan House Fiscal Agency staff for use by House members in their
deliberations and does not constitute an official statement of legislative intent.
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