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Illinois Supreme Court Upholds Mandatory
Arbitration of Employment Claims

ThelllinoisSupreme Court recently upheld aunilaterally implemented empl oyer policy requiring that employment-
related disputes be resolved exclusively through arbitration. Melena v. Anheuser-Busch, Inc., No. 99421
(March 23, 2006).

Background

One year after Joann Melenawas hired at Anheuser-Busch’s Mt. Vernon, lllinois distribution center, the Company
implemented a new “ Dispute Resolution Program” which included binding arbitration by a neutral arbitrator of all
employment-related claims. Thereafter, Melenawasinjured at work and filed aworkers' compensationclaim. While
ondisability leave, shewasterminated. Shefiled alawsuit in state court claiming shewasfiredfor filing theworkers
compensation claim. The Company asked the court to dismissthe suit arguing that it should be resolved exclusively
throughthearbitration processcreated by the Dispute Resol ution Program. Thetrial court disagreed withtheemployer.
Sodidanappellatecourt, holdingthat M el enadid not enter into thearbitration agreement “ knowingly andvoluntarily.”
The Illinois Supreme Court decided to review the case.

The Illinois Supreme Court Decision

The lllinois Supreme Court held that the Company’ s mandatory arbitration procedure constituted an enforceable
contract to which Melenawas bound. Asan initial matter, the Court reasoned that Melena had not been required
to give up any substantive right to be free from retaliation but, instead, she agreed only to submit her claimsto an
arbitral forum.

The state supreme court also looked at whether there is a heightened “knowing and voluntary” standard before
an employee can be forced to accept an agreement to arbitrate. Reviewing the splitin thefederal courtson thisissue,
the Illinois Supreme Court decided that basic contract principles of offer, acceptance and consideration apply. The
court found nothing special about the substantiveright to recover for retaliatory dischargethat preventsan individual
fromwaiving ajudicial forumor jury trial. Because Melenacontinued to work after the Dispute Resolution Program
wasannounced, thecourt found that she had accepted thetermsof the program eventhough her only other choicewould
have been to quit her job.

I mpact of Decision

Mandatory arbitration can serve as an effective way to reduce the frequency, cost and risk of jury trials and court
litigation. However, employers sometimes shy away from implementing these programs because of concerns about
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their enforceability. Atleastin lllinois, the Melena decision should give employers substantial comfort that the state
courtswill enforceproperly structured agreementsrequiring that employment-rel ated claimsberesolvedinarbitration

rather than in court.

Vedder Priceis highly experienced in assisting employers develop mandatory arbitration programs. If you have
guestionsabout thiscase, or areconsideringamandatory arbitration program, pleasecall Bruce Alper (312/609-7890)

or AngelaPavlatos (312/609-7541).
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