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Tip Economy:
Tourism Employment
Beyond the Payroll

At the peak of summer tourism season, a significant share of hospitality
workers' income is invisible — not on payrolls, not in social security records.

Turkey's removal of the mandatory service charge has deepened this gap.
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SPECIAL REPORT

OPENING NOTE

The Employment We See Is Half the Story

In the summer months, employment visibly rises across hotels, restaurants, cafes, beach clubs,
and tour operators. Official statistics capture part of this surge. But there is a far larger picture
they miss: the share of tips in these workers' total income.

Tips are as important as wages in labor-intensive service sectors — sometimes more so. Yet tips
received in cash, unintegrated into digital payment systems, and lacking a legal framework are
invisible on payrolls, excluded from social security bases, impossible to withhold tax on, and
unpredictable for employers.

In Turkey, this picture reached a critical inflection point in 2026. With the abolition of the
mandatory service charge effective 30 January 2026, a significant component of 2 million food
and beverage workers' total income fell into a legal grey zone. Tourism season began right in the
middle of this uncertainty.
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SECTION1

SECTION1

Tourism: A $1Trillion Global Employment Engine

The global tourism sector employed 366 million people by 2025 — approximately 1in 9 jobs
worldwide (WTTC, 2025). That same year, the sector accounted for 1in every 3 new jobs created.
It is projected to generate a further 91 million jobs by 2035.

However, this employment mass has a defining characteristic: seasonality, informaility, and
complex wage structures. The ILO estimates that tourism accounts for around 10% of global
informal employment. Low wages, long hours, lack of social protection, and high staff turnover
are structural features of the sector.
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Turkey holds an increasingly prominent place in this global picture. According to TURKSTAT's

2024 Tourism Satellite Account, direct tourism employment reached 1,194,000 — up 9.8%
year-on-year. Istanbul ranks second globally in city tourism; Antalya ranks sixth.

KEY FINDING: 1in 9 jobs comes from tourism — but the income structure of that employment is unmeasured.

Seasonality and informality chronically limit the sector's statistical visibility.
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SECTION 2

SECTION 2

Tips: Not Side Income — Primary Income

ADP Research US data shows that 81% of waiters’ total hourly earnings in Washington D.C. come
from tips, 76% in Boston, and 67% in New York. Across the US, the median hourly wage for
restaurant workers is $23.88, the majority of which is variable tip income (ADP Research, 2024).

Turkey presents a different but structurally parallel picture. During the period when the service
charge was in force, a significant portion of waiters’ base income was not their official wage but
the service share distributed by the employer. This share was linked directly to the
establishment's revenue and, although paid as a percentage, was not reflected on payrolls as a
fixed amount per worker.

Tips as Share of Total Income — Selected Markets and Turkey (Estimate)
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This creates a fundamental problem for payroll management: while the worker's actual total
earnings far exceed their gross wage, social security premiums, income tax withholding, and
severance calculations are all based on the registered wage only. This generates premium and
compensation gaps for workers, and cost opacity for employers.

KEY FINDING: Tips can represent half a worker's income — yet appear nowhere on their payroll.

This creates compensation gaps for workers and cost uncertainty for employers.
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SECTION 3

SECTION 3

Turkey's Service Charge Crisis and the 2026 Gap

On 30 January 2026, Turkey's Ministry of Trade amended the Price Labelling Regulation,
prohibiting restaurants, cafes, and similar establishments from adding a mandatory service
charge, cover charge, or table charge to bills. Customers may now only leave tips on a voluntary
basis.

This decision represented a fundamental shift for 2 million workers and 150,000 establishments in
the food and beverage sector. According to TURYID, the service charge, which accounted for
10-12% of the $5.4 billion non-hotel F&B; revenue, had fallen to near zero in the first six months of
2026. Workers without a service charge do not know how to supplement their income;
establishments cannot plan wage policy reliably.

Turkey: Service Charge to Voluntary Tip — Chronology
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The proposed solution — a Voluntary Digital Tip System integrating tip options into POS devices,
pooling the funds independently of establishment revenue, and distributing them transparently
to workers — has yet to gain a legal footing. The sector is navigating a transition period right at

the height of tourism season.

KEY FINDING: Service charge abolished, digital tip law not enacted — 2 million workers left in limbo.

The legal gap affects public revenue (VAT, withholding, SSI), worker welfare, and employer planning.
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SECTION 4

SECTION 4

What Payroll Can't See: SSI, Severance & Tax Gaps

The most critical dimension of the tip economy for payroll management is the gap between
actual earnings and registered wages. When a waiter is employed at minimum wage, their
payroll is structured on that basis. Yet their total monthly earnings including tips may be 2-3
times the minimum wage. This additional income leaving no trace creates three fundamental
problems.

Three Critical Impacts of Tips That Payroll Systems Cannot See

When tips are received in cash, Severance is calculated only on Cash tips left unregistered
they are excluded from the the registered gross wage. create a tax revenue loss.

SSI contribution base. Workers Workers whose real income When digital systems kick in,
accumulate insufficient premiums, depended on tips suffer a withholding obligation arises
creating pension & health gaps. significant losses on departure. and who bears it is unclear.

When the shift to digital payments occurs, the picture reverses: tips become traceable and
withholding obligations arise. TURYID proposes that employers absorb the 10% withholding tax on
tips. The US 'No Tax on Tips' provision enacted in 2025 takes a similar approach, exempting up to
$25,000 of annual tip income from federal income tax.

KEY FINDING: When the digital tip system gains legal standing, payroll complexity will increase.

Employers should prepare for POS integration, separate pool accounting, and withholding management.
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SECTION 5

SECTION 5

Global Tip Models: Three Approaches,
Where Does Turkey Stand?

Approaches to the tip economy differ fundamentally from country to country — there is no
universal standard. Three dominant models emerge: the North American model, where tips
systematically form part of registered income; the European model, where a service charge is
typically added to the bill alongside voluntary gratuities; and the Japanese model, where tipping
is culturally rejected and wages are fully employer-funded.

Tip Regulations by Country and Turkey's Position
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The US 'No Tax on Tips' regulation enacted in 2025 is an important step in directly linking the tip
economy to tax policy. Turkey's reform is heading in the opposite direction with a timing
problem: the service charge has been removed, but the replacement system has not yet been
legislated. Given that many tourists arriving from Europe are accustomed to digital tipping, this
gap is already affecting tourism revenues directly.

KEY FINDING: Turkey changed the system before choosing a model. This sequencing error is costly.

Regulation made without clarifying which model to adopt puts workers, employers, and public revenue at risk.
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ASSESSMENT

OVERALL ASSESSMENT

Managing the Tip Economy Effectively

The tip economy is one of the most lived but least discussed dimensions of the labour market. At
the peak of tourism season in July 2026, this debate carries both an immediate and a structural
dimension in Turkey.

Global Picture Turkey Picture
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withholding — all three affected systems — Turkey caught between

Datassist Perspective: For HR and Payroll Leaders

e Calculate the real labour cost. In the tourism sector, payroll cost does not reflect the worker's
total earnings. Include tip income in your workforce cost modelling.

e Beready when the digital tip law arrives. POS integration, separate pool accounting, and
withholding management will all require technical infrastructure. Preparation can begin now,
before legislation is enacted.

Protect workers' real incomes. Wage revision, bonus schemes, or alternative benefit models can
be explored to compensate for the income lost when the service charge was removed.
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How to Read the Tip Economy
» Don't look only at payroll cost.

Workers' total earnings are far more complex than registered wages.

» Don't read the service charge removal as only a consumer gain.

The livelihoods of 2 million workers have changed.

« Don't treat the digital tip system as only a worker issue.

Payroll, tax, and public revenue are all affected.

» Don't copy a global model — understand your own sector.

The US model cannot be transplanted directly to Turkey.

» Don't wait for the law — prepare while you wait.

Infrastructure needs can be planned before legislation passes.
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About This Report

This report has been prepared by Datassist for HR and payroll professionals.
Content is based on publicly available statistical and sector sources.
Charts are prepared based on published data ranges.

Analyses are for general information only and do not constitute legal or financial advice.
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