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struggle to hit their production targets and keep their supply chains lean. Take the case of Hyundai
Motor Group (Figure 2). Its Ivundai and Kia automotive divisions depend on dozens of manufacturing
suppliers in Alabama, including two named in the aforementioned investigations: SMART Alabama and
[Twashin. Those companies, in turn, use stalling agencies or labor brokers to [ind workers for its plant.
Child workers came in through those doors, potentially through an additional layer of foreign recruit-
ers and possibly, according to the Reuters reporters cited above, labor traflickers.

Figure 2. Child Labor in the Auto Manufacturing Sector
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The meatpacking cases arose [rom similar arrangements. There, companies like |BS Foods, the
sccond largest beel and pork producer in the US, contracted with PSSI to provide cleaning services on
the kill floors olits facilities. PSS a “premier provider of food safety solutions,” owned by private equity
company Blackrock.” contracted a worklorce from local labor brokers and stafling agency, including in
towns with large numbers ol immigrant children. The WIID investigation found children working in 13
facilities of multiple companies where PSSI served as the prime cleaning contractor.

Figure 3. Child Labor in the Meat Processing Sector
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Similarly, children worked at Hearthside, a contract manufacturer for Irito Lay, General Mills,
Quaker and other familiar consumer [ood products. Hearthside—one of the largest contract manufac-
turers in the US—drew on a network of local stafling agencies like Forge Industrial Stafling based in
Grand Rapids, Michigan to hire its worklorce including many underage workers."

Figure 4. Child Labor in the Packaged Food Sector

Child labor in the US, 2023:

Packaged foods

General
Mills

QUAKER

~EST? 1877~

Local Local

staffing = REF; staffing staffing
agency e agency agency

Local

ASH CENTER POLICY BRIEFS SERIES



“THIS ANCIENT ATROCITY” | DECEMBER 2023

When pressed to comment on the child labor allegations, the companies keep to a familiar fissured
workplace script that professes outrage and shirks all responsibility. A spokesperson for Kia quoted
in the Reuters story emphasized that the company “strongly condemns any practice of child labor
and does not tolerate any unlawlul or unethical workplace practices internally or within our business
parters and suppliers.™ Similarly, a PSSI spokesperson, the cleaning contractor, piously stated “While
rogue individuals could of course seck to engage in [raud or identity thelt, we are confident in our com-
pany’s strict compliance policies and will defend ourselves vigorously against these claims.” In other
words, we are not responsible.

More than just avoiding blame, this narrative shifts it, pointing {ingers downwards to stafling agen-
cies or labor brokers, the lower tiers of fissuring. The implication is that somecone at the bottom snook-
ered or deceived the company by hiring underage workers and placing them in such hazardous jobs.

But shifting the blame is also a [unction of how this form ol business organization operates:
Achieve cost control by fissuring, while making sure contractors hit just-in-time production schedules or
meet product safety codes. Lead companies at the top look the other way while lower-level contractors
scramble to do whatever they need to do to meet targets.

Responding to Child Labor

Child labor breaches one of our most fundamental labor standards not to mention ethical norms about
how our society treats children. Not only does it transgress our duty to provide protection, education,
and a chance to develop the next generation, these violations drive down wages and conditions ol oth-
ers in those workplaces and industries. Addressing it [orcefully and systemically is therelore critical.

Reducing the “supply™ of child labor requires fundamental reform of the system of vetting and
cconomic support for unaccompanied minors as well as a broader review of our broken immigration
policies. That review, beginning with the policies of the US Department of Health and Human Services
who oversee and support unaccompanied minors secking asylum, is being undertaken by the Biden
administration and requires separate treatment.

Responding to the demand side of the lTabor market—that is the funneling of children into jobs
where they should not be employed—requires the use of federal and state policies. Fortunately, there is
much to build on in that regard il we have the political will to do so.

Federal Government: Enforcing the Existing Law

After the National Recovery Act was overturned by the Supreme Court in 1935, Irances Perkins told
I'ranklin Roosevelt not to worry because she had two bills “locked in the lower left-hand drawer of
my desk against an emergencey.”™ One ol them was the Fair Labor Standards Act that set a minimum
wage and overtime rules as well as prohibited child labor in manufacturing and other industries. FDR

ging Southern Democrats on board by

successlully persuaded Congress to pass the FLSA (partly by brin
exempting industries with large concentrations of Black workers) in 1938."

In dralting the law, Congress lifted language from state laws limiting child labor and embraced the
broadest definition of employment in any federal statute.” Delining employment as “to sufler or permit
work,” the FLSA specifies that businesses cannot flout their obligation to prevent child Tabor simply by
shedding it onto someone else. As a result, from carly davs to the present, joint employment—that is the
concept that more than one employer can be held responsible for violations of child labor—became an
important potential tool for assuring responsibility.

Sections 15(a) (1) and 12(a) of the FLSA Tay out a *hot goods” provision that makes it illegal for a
business to ship goods in interstate commerce produced in an establishment where child labor occurred
in the last 30 days. The provision gives the WIID authority to notily businesses taking possession of

ASH CENTER POLICY BRIEFS SERIES



“THIS ANCIENT ATROCITY” | DECEMBER 2023

items that the agency determined were produced through the use of child labor, thereby holding the
receiving businesses liable for those violations if they accept them. In so doing, a manulacturer notified
of the violations ol'its contractors or a retail establishment notified of violations may not ship or sell
those goods.

These decades old but still vital tools can be used to assure that the businesses at the top of the
chain—e.g., llvundai, I'rito Lay, JBS Foods—take responsibility not only for past violations but prospec-
tively for preventing future ones. As the WID’s actions in the PSSI case illustrate, proactive notification
ol violations can bring responsible parties at different level of the supply chain to come to the table and
agree to future terms on monitoring, training, and contractor selection to prevent future violations.
Iederal and state-level experience demonstrate how pressure [rom the top ol a supply chain can create
lasting improvements in labor standards at lower levels by creating systems that commit businesses at
the top ol fissured structures to improving compliance.'

Communicating agency child labor lindings to the public is an additional tool available under cur-
rent law. Research by Matt Johnson demonstrates that media releases about OSIA violations increase
compliance and reduce injury rates in surrounding lacilities.” So too can publicity about these cases.
Publicity about PSSI’s child labor violations including in the business press (Bloomberg, Fortune) and
the airing ol a CBS 60 Minutes segment in early May 2023, set off a crisis [or its owner, Blackrock. Some
ol PSSI's Targest customers—1yson Foods and JBS—announced terminations of their contracts in plants
where child labor violations occurred; Cargill ended all of its contracts with the company. And Black-
rock announced that PSSI would be hiring a new CEO.*®

All of the above, however, require investigations as their bedrock. In cases with systemic prob-
lems of the magnitude found here, it also requires litigation. The PSSI case resulted in civil monetary
penalties arising [rom intensive investigations (e.g., the use ol stakeouts in the middle of the night to
document children working in |BS plants) and close coordination with the Solicitor office leading o a
sweeping injunction. Some of the most impactful enforcement we undertook in the Obama administra-
tion similarly relied on this close and ongoing cooperation between the WID and Solicitor at all levels.

Investigations and litigation require sullicient resources to do the work—particularly complicated
and multi-pronged cases like those described above. Upholding child labor laws requires providing the
Department of Labor with sufficient resources to undertake its enforcement responsibilities. This is
something that the Congress has failed to do for more than a decade despite the efforts of both the
Obama and Biden administrations. Hlustrative of this failing is that the Wage and Hour Division in its
first [ull year of operation in 1939 had 63 times the number of investigators relative to the workplaces it
was responsible for than it did in 2023.

Strengthening the Law on Child Labor

The documented outbreak of child labor has provoked actions by Congress to amend the FLSA itsell.
Setting aside the question whether there is suflicient bi-partisan will to pass them, what should those
amendments entail?

A current focus of several bills in the House and Senate are appreciable increases in the maximum
penalties for child labor violations.” Currently, the FLSA sets maximum penalties at S15,138 for each
under-aged worker employed in violation of the Taw.® In the PSSI case involving egregious and wide-
spread violations, the maximum penalties permitted by the law equaled S1.5 million. This provides
insuflicient incentive to deter a major company to change behavior. Penalties should be drastically
increased where widespread, systemic and particularly willful violations of the law are documented.
Penalty structures should be further modilied to accrue on the basis ol time—that is additional penalties
for cach day /week they persist after when they are first documented—to provide further incentives for
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all parties responsible [or them to act with alacrity—or pay the price [or failing to do so. This has proved
an clfective spur to action under other regulatory systems.

Congress should also clarify and update the confusing designations of “hazardous occupations”
used to implement child labor prohibitions by specifying the broad industries—manufacturing, con-
struction, food processing ol all varieties—in clear terms. Finally, Congress could make its “no tol-
crance” for child labor crystal clear to businesses by establishing criminal as well as civil sanctions [or
cases where there is repeat and willful violations of child labor prohibitions and restrictions.

State Policy Responses: How Not to Deal with Child Labor

lowa, Minnesota and other state legislatures have also recently taken up the issue of child labor. How-
ever, in stark juxtaposition to the documented cases ol child labor revealed by [ederal investigations,
Republican lawmakers have sought to relax prohibitions. In the forefront of these efforts, the lIowa leg-
islature passed a law in April 2023 making it casier for companices to employ young workers for longer
hours during the school year and allowing them to do currently prohibited hazardous work prohibited
by the FLSA*

Fortunately, the FLSA preempts state laws that are less restrictive in most instances. But given
that a growing number of states are pursuing similar legislation, the premises of these efforts require
attention. First, legislators promote them as solutions to the ongoing problem of labor shortages facing
many industries. Second, proponents argue that relaxing restrictions provides young people more
opportunity to gain work experience.

Itis true that the labor market at the time of this writing remain remarkably tight. Recent jobs reports
by the Labor Department show continued robust increases in employment in almost all industries, includ-
ing those where voung workers are often emploved (restaurants and retail). Further, the Labor Depart-
ment’s measures of Tabor market turnover continue to show high levels of job openings relative to new
hires. The unstated assumption of the lowa and other proposed state laws is the best option to increase
labor supply is allowing children to work longer hours and in more hazardous occupations.

The economics textbook response to labor shortages is simple: raise wages. Even in a tight labor
market, companics want to avoid doing that if they can. The reality is that young workers can be
compensated for less than older workers. The use of child labor in that regard not only violates long-
standing law, it undermines the carnings for adult workers who might demand higher wages who might
accept that work.

I legislators truly wish to address shortages in their state through policies without putting children
in harm’s way, there are better options available. For example, they could tap the pool of people who
have their served time in the criminal justice system who have skills and abilities and are anxiously seck-
ing work. States could do so by improving programs that assist formerly incarcerated individuals (ind
jobs: removing barriers to employment such as by scaling criminal records after a period of time; and
rescinding arbitrary laws that prevent these workers [rom holding certain licensed jobs.?

What about the proponents’ second claim: work opportunities are good for voung people? This
argument ignores the obvious: Our current laws allow children between 14 and 17 to work. Rather than
prohibit employment, the FLSA acknowledges that work can be benelficial for young people. But it also
rests on two additional principles:

Iirst the primary public policy goal for voung people should be their development and education.
That's why the Taw limits the amount of time people under 18 are allowed to work during the school vear
as well as why certain hours (late shifts) are prohibited. Indeed, several of the recent child labor cases
were triggered by reports from school oflicials that children involved in these cases were [alling asleep
in class having worked through the night.
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Second, our laws embrace the public’s role in protecting voung people from harm by prohibiting
certain hazardous jobs (e.g., using compactors, meat slicers and heavy equipment) or employment in
entire industries. Child labor laws therefore balance opportunities to work against these larger compel-
ling values.

Reestablishing Norms at Work and Society

The cases of 12-year old children working in auto stamping facilities, 14-year-olds cleaning equipment
on the kill floors of major meatpacking companices or operating bakery ovens and most recently two
10-vears old children and 305 minors working in in multiple McDonalds restaurants reveal the measures
companies will take to (il jobs in a tight labor market.?' But these cases also speak to the erosion ol
basic social norms.

The FLSA’s core labor standards remain a statement of values about what constitutes just work.
Preventing what Franklin Roosevelt called “this ancient atrocity” could not be more fundamental to the
task of rebuilding norms about the kind of life we want for our children—and the treatment they should
expect as they become members of the worklorce.®
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