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U.S. Supreme Court Rejects “Reverse” Age
Discrimination Claims: Employers Retain Flexibility
on “Early Out” and Retiree Health Care Benefits

by: Shareen R. Luze

Within the last few weeks, the Supreme Court of the United States
ruled that it is not discriminatory for an employer (and, in this case,
the employees’ union) to favor older employees over younger employ-
ees who are also in the protected age class (over 40) under the federal
Age Discrimination in Employment Act of 1967 (ADEA).

General Dynamics Land Systems and the union representing its em-
ployees negotiated the modification of a former labor agreement provi-
sion which provided health benefits to all subsequently retired em-
ployees, to limit the benefit to then-current workers who were at least
50 years old. A group of employees who were then at least 40 years
old and protected by ADEA, but under 50 and therefore excluded from
benefits, claimed that the agreement discriminated against them be-
cause of their age in violation of the ADEA.

The Court found that the ADEA’s text, structure, purpose, history and
relationship to other federal statutes show that the statute was not
intended to prevent an employer from favoring an older employee over
a younger one. Therefore, General Dynamic Land Systems’ renegoti-
ated union contract did not violate the ADEA, even though it treated
older employees more favorably than younger employees who were
also protected by the Act.

Most states have legislation similar to the ADEA which protects em-
ployees in a designated age group. State law varies, however, so indi-
vidual state statutes must be considered before revising or implement-
ing early retirement severance agreements or retiree health benefits
under the General Dynamics decision. For example, in Minnesota, the
Minnesota Human Rights Act (MHRA) contains a prohibition on un-
fair employment practices based on age if the person is over the age of
majority (21), whereas, under the ADEA, the protection extends only
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to individuals who are at least age forty.
A strict application of the test applied un-
der the ADEA to the Minnesota statute
would mean that an employee could only
prove a case of age discrimination if he or
she were replaced by someone outside the
protected age class, which, in Minnesota,
would be a person under the age of major-
ity. Minnesota courts have determined
that this would not be an appropriate re-
sult and have, therefore, adopted a test
that requires that the employee claiming
age discrimination be replaced by a
younger employee (possibly significantly
younger), but not necessarily by a person
under the age of majority.

Minnesota courts have generally, but not
always, followed the interpretations of the
federal courts in discrimination cases
when similar Minnesota laws are involved.
Since the MHRA’s provision on age dis-
crimination is significantly different, it is
not certain what Minnesota courts will do
with the General Dynamics 1issue, al-
though we believe they are likely to follow
it.

The U.S. Supreme Court has opened the
door for employers to reevaluate or initiate
employment or retiree benefits for older
employees, even when that may mean less
favorable treatment for younger employees
who are still within the protected class.
However, applicable state laws should be
consulted, and advice of labor/employment
counsel obtained, prior to adopting any
changes that may have an adverse effect
on members of a protected class.
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An Employer’s Response Guide To
When MN-OSHA Knocks

Thursday, April 22, 2004
8:00 am to 10:00 am
7:30 Registration & Continental Breakfast

Wyndham Hotel - Bloomington, MN
Registration Fee: $25.00

To register for this Breakfast Briefing, complete the
attached Registration Form and fax back to us at
952.896.1704, register on-line at www.seatonlaw.com
or email us at dschnerk@seatonlaw.com.

Fax, E-mail or “None of the Above?”

If you are receiving this LawFax, you or another member of
your organization is a client, a member of one of the trade asso-
ciations or chambers of commerce of which we are members
also, or have requested a subscription to our periodic LawFax.

If you’d rather receive our LawFax by e-mail, or if you no
longer wish to receive it, please e-mail wus
(firm@seatonlaw.com) or call our toll-free number (800-268-
5008) and we will be happy to change your LawFax subscrip-
tion to e-mail or to delete you from the list.

This communication is intended for general informational purposes only and is not intended to constitute legal advice with respect to any indi-
vidual facts or circumstances. You are urged to consult with one of our attorneys regarding your own situation and your specific question. We

would be happy to help!
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