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What is the new law in California regarding independent contractors? In recent years,
California has seen significant changes in labor law, particularly concerning the classification of
workers as independent contractors or employees. The laws governing this distinction have been the
subject of intense debate, legislative action, and judicial scrutiny. This article delves into the latest
developments, specifically focusing on Assembly Bill 5 (AB 5), which was enacted in 2019 and has
had profound implications for independent contractors in the state.

Background of the Legislation

The push for stricter regulations regarding independent contractors in California can be traced back
to the gig economy, which has grown exponentially with companies like Uber, Lyft, and DoorDash.
The rise of these platforms has raised questions about worker rights, benefits, and protections.

In 2018, the California Supreme Court issued a landmark ruling in Dynamex Operations West, Inc. v.
Superior Court of Los Angeles, which established the "ABC test" for determining whether a worker
is an independent contractor or an employee. This ruling laid the groundwork for AB 5, which was
signed into law by Governor Gavin Newsom on September 18, 2019.

The ABC Test Explained

AB 5 codifies the ABC test used in the Dynamex decision, which requires that a worker is considered
an independent contractor only if all three of the following criteria are met:

A: The worker is free from the control and direction of the hiring entity in connection with the1.
performance of the work.

B: The worker performs work that is outside the usual course of the hiring entity's business.2.

C: The worker is customarily engaged in an independently established trade, occupation, or3.
business of the same nature as the work performed.

If a worker fails to meet any one of these criteria, they must be classified as an employee, entitled to
various rights and protections such as minimum wage, overtime pay, unemployment insurance, and
other benefits.



Implications of AB 5

The implementation of AB 5 has had far-reaching consequences for various sectors of the economy.
Below are some of the key implications:

Impact on Gig Workers

One of the most significant effects of AB 5 has been on gig workers. Many drivers for ride-share and
delivery services, who previously operated as independent contractors, now find themselves
classified as employees. This change means they are entitled to:

Minimum wage

Overtime pay

Health benefits

Workers' compensation

While proponents argue that this protects workers' rights, critics contend that it reduces flexibility
for gig workers who prefer the independence that comes with being an independent contractor.

Reactions from Businesses

Businesses have expressed mixed reactions to AB 5. Many small businesses and freelancers argue
that the law complicates hiring practices and increases costs. Some companies have responded by
limiting the hours they can offer or by laying off independent contractors. Others have sought to
adapt by restructuring their workforce and offering benefits to retain talent.

Additionally, some sectors, such as the creative industry, have found that AB 5 stifles collaboration
and innovation. Freelancers in areas like writing, photography, and graphic design often rely on
short-term contracts, and the new law has made it more challenging to maintain these relationships.

Legal Challenges and Amendments

Since its enactment, AB 5 has faced numerous legal challenges. Critics argue that the law infringes
on individual rights and the ability of businesses to operate freely. In response, the California
legislature has made amendments to AB 5, carving out exemptions for certain categories of workers,
including:

Doctors and psychologists



Insurance agents

Real estate agents

Certain freelance writers, photographers, and editors (with limitations)

These exemptions were introduced to mitigate the backlash from various industries and to address
concerns about the law's broad applicability.

Future of Independent Contractors in California

As of now, the future of independent contractors in California remains uncertain. With ongoing legal
battles and legislative modifications, the landscape is continually evolving. Some potential
developments could include:

Further Legislative Changes

Given the mixed responses to AB 5, it is possible that California lawmakers may revisit the law to
make additional adjustments. This could involve expanding exemptions or revisiting the ABC test
criteria to strike a balance between worker protections and the needs of businesses.

Proposition 22

In November 2020, California voters passed Proposition 22, which allowed ride-share and delivery
companies to classify their drivers as independent contractors, providing them with certain benefits
but stopping short of full employee status. This measure has sparked further legal challenges and
discussions about the future of gig work in California.

National Implications

The changes in California have reverberated across the United States, prompting other states to
reconsider their independent contractor laws. As California is often seen as a trendsetter in labor
legislation, the developments here may influence national policies regarding gig work and
independent contracting.

Conclusion

The new law in California regarding independent contractors, primarily encapsulated by AB 5, has
transformed the landscape for gig workers and businesses alike. While the intention behind the



legislation is to provide better protections for workers, the implications have led to significant
debate, challenges, and adaptations across various sectors.

As the discussions surrounding worker classification continue, it remains crucial for both workers
and employers to stay informed about their rights and obligations under the law. The evolving
nature of this legislation will likely shape the future of work in California and beyond, making it a
critical area for ongoing observation and analysis.

Frequently Asked Questions

What is the new law in California regarding independent
contractors?
The new law, known as AB 5, expands the criteria under which workers can be classified as
independent contractors, making it more difficult for many to qualify for that status.

When did the AB 5 law go into effect?
AB 5 went into effect on January 1, 2020.

What is the 'ABC test' introduced by AB 5?
The 'ABC test' is a three-part test that determines whether a worker is an independent contractor or
an employee, focusing on whether the worker is free from control, performs work outside the usual
course of the business, and has an independently established trade.

Who does AB 5 affect the most?
AB 5 primarily affects gig economy workers, freelancers, and those in industries like trucking,
construction, and creative fields.

Are there any exemptions to AB 5?
Yes, there are several exemptions, including certain professions like doctors, lawyers, and real
estate agents, among others.

How has AB 5 impacted gig economy companies like Uber and
Lyft?
AB 5 has prompted gig economy companies to advocate for a separate classification of workers to
maintain their independent contractor model and avoid the implications of the law.

What are the potential consequences for misclassifying



workers under AB 5?
Companies that misclassify workers could face significant penalties, including back pay for
unemployment insurance, benefits, and taxes.

Have there been any legal challenges to AB 5?
Yes, AB 5 has faced several legal challenges and continues to be a topic of debate in California's
legislature and courts.

What should independent contractors in California do to
understand their status under AB 5?
Independent contractors should consult with legal or employment experts to understand their
classification and rights under the new law.

Are there any updates or changes to AB 5 since its
implementation?
Yes, there have been ongoing discussions and proposed amendments to AB 5, as well as various bills
aimed at clarifying or modifying its provisions.
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