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New Federal Minimum Wage Standards: 

Where Does Maryland Stand?
The federal Fair Labor Standards Act (FLSA) Amendments of 1996 provide a two-step increase in the minimum wage, and create various new standards for determining special wage rates in certain situations.  These include a 90-day youth sub-minimum (or "opportunity" ) wage for new employees under the age of 20, as well as a change in the "tip credit" to be taken against the wages of tipped employees.  Although Maryland has, in the past, generally followed the federal law, the new tip credit and opportunity wage aspects of the 1996 amendments differ from Maryland law as discussed below:

· MINIMUM WAGE
The minimum wage increased from $4.25 to $4.75 per hour effective October 1, 1996, and will increase to $5.15 per hour on September 1, 1997.

Maryland law expressly adopts the federal minimum wage.  The effect is that employees who are covered under state law, but are otherwise exempt under the federal law, are nevertheless guaranteed the new  minimum wage rate (Section 3-413, Labor and Employment Article, Annotated Code of Maryland).  By operation of law, the Maryland minimum wage increases on the same dates and at the same rates listed above for the federal minimum wage.

· OPPORTUNITY WAGE

The new federal "opportunity" wage is a sub-minimum wage payable to persons under 20 years of age in the first 90 consecutive calendar days of employment.  The opportunity wage is $4.25 per hour, and has no expiration date.

With the advent of the new opportunity wage, Maryland law now differs for individuals who are exempt under the federal but covered by the state minimum wage law.  Such employees, though less than 20 years of age, must still be paid at the full minimum wage rate.  For example:

Restaurants grossing $500,000 or more:

  
     
Are covered under federal minimum wage law.

     
May pay the sub-minimum opportunity wage of $4.25 per hour to workers under 20 years of age for the first 90 consecutive calendar days of employment.

Restaurants grossing between $250,000 and $500,000:

 
     
Are covered under Maryland, but not federal minimum wage law.

     
Are not subject to the opportunity wage provision.  Employers must pay at least  the full minimum wage to all employees unless otherwise exempt.

NOTE:  Although the principle described above may apply for other businesses and employment situations, restaurants are used as an example where these issues appear to most often arise.

· TIP CREDIT
An employer may generally credit a certain amount of the tips received by tipped employees (defined as employees regularly earning more than $30 per month in tips) against the employer's minimum wage obligation.  This practice is allowed only where an employee earns enough tips to supplement his/her average hourly wage to at least the minimum wage level ($4.75 prior to September 1, 1997; $5.15 on and after September 1, 1997).  Any deficiencies must be supplemented by the employer. 
Although the 1996 Amendments to the federal FLSA set an employer's cash wage obligation under the tip credit rule at not less than $2.13 per hour, following recent amendments to the State minimum wage law, employers in Maryland are required to pay tipped employees not less than $2.38 per hour.  This rule is in effect both prior to September 1, 1997 and after.
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