
California Adopts Strict Standard for Independent 
Contractor Classification 
 
The California Supreme Court has made a significant change to the primary legal test 
for “independent contractor” classification under California law,1 which provides more 
clarity and makes it more difficult for employers to classify workers as independent 
contractors.   
 
Under the new “ABC” test, as laid out in the recent Dynamex Operations West vs. 
Superior Court of Los Angeles County (4/30/18) decision, an employer has the burden 
of establishing all of the following requirements to classify a worker as an independent 
contractor: 
 

1. The worker is free from the control and direction of the employer in 
connection with the performance of the work, both in contract and in fact  
(i.e., the “control” requirement); 

 
2. The worker performs work that is outside the usual course of the hiring 

entity’s business (i.e., the “core business” requirement); and 
 
3. The worker is customarily engaged in an independently established trade, 

occupation or business of the same nature as the work performed for the 
hiring entity (i.e., the “independently established business” requirement). 

 
(Previously, the legal standard was more flexible.) 
 
While this decision – and particularly the “core business” requirement – has huge 
implications for many “gig economy” companies, it also significantly impacts all 
employers that use independent contractors.  For example, a technology company will 
likely find it extremely difficult, if not impossible, to now classify a software engineer as 
an independent contractor in California.  (Whereas, workers who do not work on the 
Company’s core business or product may meet this “core business” requirement.) 
 
To ensure compliance with this new standard, employers with potentially misclassified 
workers have two primary options: (1) re-classify misclassified contractors as 
employees; or (2) utilize the services of a professional employer organization (PEO) or 
payrolling company to accept responsibility as the “employer” for the contractors. 
 
 
 
 
                                                           
1 The Court determined that this was the appropriate legal test for purposes of the California wage orders, which 
primarily govern minimum wage, overtime, hours, etc.  



 
For more information, or if you have any questions, please contact me. 
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