
A “Side Gig” As An Uber Driver Might Soon Entitle You To Benefits, Overtime Pay, And 

More 

 

Uber and Lyft, the popular “ride-sharing” companies that use thousands of drivers and their 

personal vehicles to provide services, are at the center of legal battles across the country over 

how companies classify “independent contractors” who are not entitled to employment benefits.  

The California Supreme Court recently sided against the position advanced by Uber and Lyft and 

announced a new, simplified legal standard governing when a worker can be classified as an 

independent contractor, thus setting the stage for other courts to decide how those drivers, and 

other “gig” workers, must be treated under the law. 

 

Employees are entitled to many legal benefits and protections that are not afforded to 

independent contractors, including a guaranteed minimum wage, overtime pay, employer-funded 

health insurance, and the payment of a portion of a portion of their Social Security and Medicare 

tax by their employers.  Under the business models used by Uber, Lyft, and other companies that 

rely primarily on part-time workers to perform one project (or ride) at a time, there is a 

significant cost savings to the company by classifying the workers as “independent contractors” 

and thus not paying for any benefits.   

 

The California Supreme Court explicitly stated in its decision in Dynamex Operations West, Inc. 

v. Superior Court of Los Angeles County, Case No. S222372 (Cal. Apr. 30, 2018), that there is “a 

substantial risk that the hiring business is attempting to evade the demands of an applicable wage 

order through misclassification” when that business simply labels its workers as independent 

contractors without regard to whether those workers have their own “independently established 

business[es].”  Id., slip op. at 74.  To level the playing field, the Court has joined Massachusetts 

and New Jersey in applying a simplified “ABC test” consisting of three factors: 

 

(1) Part A: Is the worker free from the control and direction of the hiring entity in the 

performance of the work, both under the contract for the performance of the work and in 

fact?  

 

(2) Part B: Does the worker perform work that is outside the usual course of the hiring 

entity’s business? 

 

(3) Part C: Is the worker customarily engaged in an independently established trade, 

occupation, or business of the same nature as the work performed for the hiring entity? 

 

Id., slip op. at 68-77.  The drivers used by Dynamex to provide package and document delivery 

services to its customers, including for Amazon, sued Dynamex as a class, arguing that it had 

misclassified them as independent contractors and had thus unlawfully failed to adhere to 

California’s wage order governing minimum wage and overtime.  Id., slip op. at 3.  Although the 

Court’s decision merely permitted the case to move forward as a class action, Dynamex will be 

hard pressed to show that its drivers are not employees. 

 

The examples cited by the Court of true independent contractors include a plumber temporarily 

hired by a store to repair a leak, or an electrician hired to replace wiring.  However, a seamstress 



who works at home to make dresses for a clothing manufacturer and receives cloth and patterns 

supplied by the company, and a cake decorator who works on a regular basis on custom-designed 

cakes for a single company are both employees.   

 

Uber and Lyft now face this misclassification issue in similar suits across the country, and 

notably, their drivers do not appear to meet any of the criteria identified in the ABC test.  The 

decision in Dynamex provides a powerful public policy argument that the convoluted 

independent contractor tests employed by many other courts are outdated and harming thousands 

of workers who rely on the gig economy to make ends meet.  The independent contractor 

classification issue is just one of many faced by Uber and Lyft, which are also involved in 

several federal lawsuits alleging that the companies should reimburse drivers for gas, car 

insurance, and vehicle repairs.   

 

Conclusion 

 

The shift of several states, including California, to the simplified “ABC test” for independent 

contractors has created a major glitch in the business plans of companies like Uber and Lyft that 

use “gig” workers as their primary source of labor.  Although the California Supreme Court set 

forth a powerful and useful argument for the protection of workers in Dynamex, global 

companies like Uber and Lyft are unlikely to provide employee benefits without fighting it out 

on this issue in other jurisdictions.  But for now, California, Massachusetts, and New Jersey are 

have led the way by taking employers to for misclassifying workers as independent contractors. 

 

 


