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. ,' CIRCUIT COURT "UPHOLDS WAGE-HOUR DIVISION INTERPRETATIONS 

Si-veeping support for t h e p o s i t i o n talren by the JTage and Hour Div is ion , U, S» 

Depar'fcr-.ient of Labor, t h a t t h e Fa i r Labor Standards Act should be l i b e r a l l y con­

s t rued in ques t ions of coverage whi le exomp-fcions s p e c i f i c a l l y mentioned in the' Act 

a re sub jec t to s t r i c t cons t ruc t i on , cane in a dec i s ion of the U, S. C i r c u i t Court 

of Appeals for the Eighth C i r c u i t a t Kansas Ci ty , rece ived t oday in Yfeshington, 

in which the v i c t o r y won by tho Hawke^'e Pea r l Button Company in a D i s t r i c t Court 

was r eve r sed , Tae opin ion , w r i t t e n by Judge Archibald K. Gardner for the f u l l 

c o u r t , r e f e r r e d the ac t ion back to "fclic D i s t r i c t Cour t . • 

Tho i'/age and Hour Div i s i cn had contondod in an i n junc t i on s u i t t h a t the button 

company, v/ith p l a n t s a t Muscatine, Iowa; Koolruk, Iowa, and Canton, Missour i , and 

s a l e s o f f i c e s in Nov/ York C i t y , v/as v i o l a t i n g the Act by f a i l i n g to pay the minimuir. 

wage, f a i l i n g to pay overt ime, f a i l i n g to 'icoep rdoquate records as r equ i r ed by law, 

and wi th d e c e n t r a l i z i n g i t s o p e r a t i o n s to s o - c a l l e d "pr ivy" shops, in an e f f o r t to 

evade tho Act. Tlie company argued t h a t s ince naking but tons out of mussel s h e l l s 

was p rocess ing a f i s h by-produCt, i t v.'as exempt. ' The D i s t r i c t Court upheld t h i s 

con t en t i on , which was reversed iii the dec i s ion rece ived today . 

Iho f i rm employs 185 perso.ns in i t s c e n t r a l p l a n t in I'luscatino and also 

handled the output of 23 i n d i v i d u a l sjnall c u t t e r s in the • s o - c a l l e d "p r ivy" p)lants. 

The Hav/kcye f i m , by the p r i c e s i t pays thoso c u t t e r s , rendered i t impossible for 

the smal le r ope ra to r s to obey the lav/. In the dec i s ion of the C i r c u i t Court, the 

con ten t ions of tho - h y and Hour Div i s ion t h a t the ope ra t i ons v/orc covered and 

tho enployees involved e n t i t l e d to the b e n e f i t s of tho Vsago end Hour Lav/ wore up­

ho ld , 
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The Court referred to the findings of Congress, which appear in Section 2 of 

the Act "to the effect that there ex i s t s in indust r ies engaged in i n t e r s t a t e com­

morce labor conditions detrimental to the maintenance of the minimum standard of 

l iv ing nece5sa.ry for heal th, efficiency and genoral well-being of workers, whi-ch,̂  

have caused an unv/holesome s ta te o.f a f fa i r s in i n t e r s t a t e commerco, resu l t ing in 

such conditions being perpetuatod asaong the workers of the several s t a tes and bur­

dening coiTcaorco and the free flov; of goods in commerco, and resul t ing also in un­

f a i r methods of competition, labor disputes, pnd interference v/ith tho orderly and 

fa i r marketing of goods in intors-tatc ccan<irco. Tho preoiable may properly be re ­

ferred tc , to a s s i s t in asccrtaii'dn~ th© in ten t and meaning of a s ta tu te suscep­

t i b l e of different constructions. Price v . Forrest , 173 U. S. 410. The manifest 

declared purpose of tho s ta tu te v.tis to oradiofeto from in tc r s t a to commerce the 

evi ls attendant upon lor.'cr wagos and long hours of service in industry. A.ccept-

ing "this a.3 the declared purpose of ths Act, cxcrLptiorip v/ould tend to defeat i t s 

purpose. The statute i s ronodial, v/ith a humanitarian ond 3.n view. I t i s there­

fore ont i t l cd to a l ibe ra l construction. Crier v . Kcnnan, 8 Ci r . , 64 F. 2d 605. 

";Yo must assuiiie that a l l employees in inter.state ccjn;~icrce, so far as reason­

ably possi'Dle, should bo uade subject to the provisions of the Atct. Tliis is cm-

phasiz-^d by tlic t i t l e (United States v, Katz, 271 U. S. 354). Ihe findings and 

declaration of policy containod in Soction 2, the inclusivencss of the language 

of Section 6 {'E -̂rory enployer ' ) , cjid of Section S(a), rec i t ing tha t ' the objective 

of a universal minimum v/ago of 40 conts an hour in each industry engaged in com­

merce or in tho production of goods .for cominerce, e t c ' 
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"Section 13 (a)(5) creates an exception to the general scope of the Act, anc 

hence, is subject to strict -rionstraction. Thompson v. United States, 8 Cir. 25 8 

F. 196; United States v. Maryland Casualty Co., 7 Cir., jP) F. 2d 556; United State? 

V. Dickson, 15 Pet. 14.1. In the last citod case, it is said: 

'In short, a proviso carves special exceptions 
: V- only out of the enacting clause; and those who sot -'-:PPy y 

up any siich exception must establish it as baing 
within the words as v;cll as within the reason thereof.* 

"This rule of construction is applicable even though the statute contains 

certain penal provisions. Here no penalties are sought to be enforced but 

remedies. In such circumstances, exompticns should be construed strictly. Smith 

V. Townsend, l / S U. S. 490." 

The Court then disposed of var-ious arguments advanced by the Hawkeye firm, 

continuing: - -,-V 

"It is argued that this was a sick industry, and that it was not the intent 

of Congress to injure ailing industries but any such doclared intent cannot be • 

construed as indicating a general policy of exemption because a particular industry 

may not be financially prosperous. The minimum wage provisions of Section 6 are 

absolute, except for tho exemptions of Section 13 If, in the compe­

titive struggle, any business or industry could not survive and pay such v/ages, its 

existence could not be prolonged at the expense and to the prejudice of employees. 

"It is argued that Congress exempted agricxilture in Soction 13 because it 

was a sick industrj'', and hence, it must be intendod to exempt tho pearl button 

making industry for the s-omo reason. But, as we have pointed out, the motivating 

purpose of Congress was to benefit industrial workers " 

The opinion pointed out that the Congress had rejected an amGndraent which 

v/ould have exempted employees engaged in tho "manufactui-c of fishery products." 

This, it T/as held, should shov/ clearly the intention to give such employees the 

benefits of the Act. 
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The Hawkeye Pearl Button Corapany, according to the complaint filed by the 

Wage and Hour Divisicn, shortly .after the Act vi/ent into effect began a reduction ci 

operations in its throe largo cuttiug plants and, ins'bead, encouraged and promoted 

an increase in the operations of small cutting plants, ostensibly independent cf 

Hawkeye, "but in re.?-lity d.omJ.natcd end controlled by Hav/keye." Thus the defendant 

company sought to circumvent the law by transfer of its work to so-called "pri-vy" 

plants. .. 

"The 'pri-vy' plants have been established in sheds, cut-houses, frame sriackf 

basements of dv/elling houses, and eimiiar shelter, o.nd for the most p/irt, l-'rck 

adequate light, heat, or sanitary facilities. By encouragi:ig the gro-ivth in opera­

tions of such plants for the cutting of btit-bc-n blanks Ha-'/keye -//as able to reduce 

its cost of cutting button blanks substantially." 

Sitting v;ith Judge Gord'ncr v/hen the case vv-as argued by Rufus G. Poole, 

Associate General Counsel uf the Wage and Hour Divisi...n, and Alex Elson, Regional 

Attorney, v-'erc Circuit Judge Jolin B. Sanborn and District Jud^e Johxn Caskie Collet. 
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