


 

Unless collective bargaining agreements impose limitations on the employer to 
terminate a worker, the general rule is that the employment status of most employees is 
"at-will." This means that either the employer or the employee has the right to 
terminate the relationship at any time, for any reason or without any reason. 

Over the years, appellate courts have chipped away at the "at-will" role. Some 
lower courts had decided that when employers told employees that they could be terminated 
at any time, this did not mean that they could be terminated without cause because there 
were "ambiguities" that could be explained by the employee. In these cases the courts 
found reasons why the terminated employee could introduce extrinsic evidence - usually 
only his or her oral testimony - that the "understanding" of the parties at the time of hire 
was that the termination should only be "for cause." 

On August 3, 2006 the California Supreme Court issued a unanimous decision in Dore 
v. Arnold Worldwide, Inc. that resolved the conflict among lower courts in favor of 
employers and thus strengthened the "at-will" employment rule.  The Justices confirmed 
that when an employer tells its employees that they are hired on "at-will" basis, 
there is no ambiguity in the nature of the employment that would permit explanations that 
various oral representations, conduct, or documents, led the worker reasonably to 
understand there existed some implied-in-fact contract that provided that he or she 
would not be discharged from his employment except for cause. 

The meaning of the phrase "for cause" is broad but specific and is usually linked to 
performance issues, absenteeism, bad workplace behavior, or some other form 
of misconduct. Prior to this Supreme Court decision, lawyers would file suits for 
"wrongful termination" asserting claims such as breach of the implied covenant 
of good faith and fair dealing, intentional infliction of emotional distress, fraud in the 
inducement to hire, and negligent misrepresentation. That will no longer be recognized 
and such lawsuits will now be quickly thrown out on summary judgment motions. 

As a consequence of this case, employers will be able to reduce that portion of their 
overhead which in the past was consumed by defending wrongful termination lawsuits 
or settling out of court with disgruntled former employees to avoid the uncertainties of 
a plenary trial and appeal. 

All employers will benefit from this decision because the highest court made a clear 
statement of the law. We would be happy to discuss with you the broad implications of 
this ruling or how it may impact your individual situation. 
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