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D E C I S I O N 
 
 

BELLOSILLO, J.: 
 
 
The State is bound under the Constitution to afford full protection to 
labor and when conflicting interests of labor and capital are to be 
weighed on the scales of social justice the heavier influence of the 
latter should be counterbalanced with the sympathy and compassion 
the law accords the less privileged workingman. This is only fair if the 
worker is to be given the opportunity and the right to assert and 
defend his cause not as a subordinate but as part of management with 
which he can negotiate on even plane. Thus labor is not a mere 
employee of capital but its active and equal partner.[1]  chanroblespublishingcompany 
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Petitioners, numbering seventy-five (75) in all, seek to set aside the 
decision of respondent National Labor Relations Commission dated 
27 November 1992 reversing that of the Labor Arbiter which granted 
their claims, for having been rendered with grave abuse of discretion 
amounting to lack or excess of jurisdiction. chanroblespublishingcompany 
 
Petitioners were regular employees of private respondent Agusan 
Plantations, Inc., which was engaged in the operation of a palm tree 
plantation in Trento, Agusan del Sur, since September 1982. Claiming 
that it was suffering business losses which resulted in the decision of 
the head office in Singapore to undertake retrenchment measures, 
private respondent sent notices of termination to petitioners and the 
Department of Labor and Employment (DOLE). chanroblespublishingcompany 
 
On 31 October 1990 petitioners filed with the DOLE office in Cagayan 
de Oro City a complaint for illegal dismissal with prayer for 
reinstatement, backwages and damages against private respondent 
Agusan Plantation, Inc., and/or Chang Chee Kong. In their answer 
respondents denied the allegations of petitioners and contended that 
upon receipt of instructions from the head office in Singapore to 
implement retrenchment, private respondents conducted grievance 
conferences or meetings with petitioners’ representative labor 
organization, the Association of Trade Unions through its national 
president Jorge Alegarbes, its local president and its board of 
directors. Private respondents also contended that the 30-day notices 
of termination were duly sent to petitioners. chanroblespublishingcompany 
 
After both parties submitted their position papers articulating their 
respective theses, the Labor Arbiter rendered a decision on 27 May 
1992 in favor of petitioners ordering private respondents to pay the 
former separation pay equivalent to fifteen (15) days pay for every 
year of service plus salary differentials and attorney’s fees. chanroblespublishingcompany 
 
On appeal by respondents to the National Labor Relations 
Commission, the decision of the Labor Arbiter was reversed on 27 
November 1992. chanroblespublishingcompany 
 
Petitioners elevated their plight to this Court on a special civil action 
for certiorari under Rule 65 of the Rules of Court alleging that 
respondent NLRC gravely abused its discretion amounting to lack or 
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excess of jurisdiction in ruling that petitioners were legally 
terminated from their employment. They argued that their dismissal 
or retrenchment did not comply with the requirements of Art. 283 of 
the Labor Code. chanroblespublishingcompany 
 
We sustain petitioners. The ruling of the Labor Arbiter that there was 
no valid retrenchment is correct. Article 283 of the Labor Code clearly 
states: chanroblespublishingcompany 
 

Art 283. Closure of establishment and reduction of 
personnel. — The employer may also terminate the employment 
of any employee due to the installation of labor-saving devices, 
redundancy, retrenchment to prevent losses or the closing or 
cessation of operation of the establishment or undertaking 
unless the closing is for the purpose of circumventing the 
provisions of the title, by serving a written notice on the 
workers and the Ministry of Labor and Employment at least one 
(1) month before the intended date thereof. In case of 
termination due to the installation of labor-saving devices or 
redundancy, the worker affected thereby shall be entitled to a 
separation pay equivalent to at least his one (1) month pay or to 
at least one (1) month pay for every year of service, whichever is 
higher. In case of retrenchment to prevent losses and in case of 
closure or cessation of operations of establishment or 
undertaking not due to serious business losses or financial 
reverses, the separation pay shall be equivalent to one (1) 
month pay or at least one-half (½) month pay for every year of 
service, whichever is higher. A fraction of at least six (6) months 
shall be considered one (1) whole year. chanroblespublishingcompany 

 
Under Art. 283 therefore retrenchment may be valid only when the 
following requisites are met: (a) it is to prevent losses; (b) written 
notices were served on the workers and the Department of Labor and 
Employment (DOLE) at least one (1) month before the effective date 
of retrenchment; and, (c) separation pay is paid to the affected 
workers. chanroblespublishingcompany 
 
The closure of a business establishment is a ground for the 
termination of the services of an employee unless the closing is for the 
purpose of circumventing pertinent provisions of the Labor Code. But 
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while business reverses can be a just cause for terminating employees, 
they must be sufficiently proved by the employer.[2]  chanroblespublishingcompany 
 
In the case before us, private respondents merely alleged in their 
answer and position paper that after their officials from the head 
office had visited the plantation respondent manager Chang Chee 
Kong received a letter from the head office directing him to proceed 
immediately with the termination of redundant workers and staff, 
and change the operations to contract system against direct 
employment. They also alleged that after five (5) years of operations, 
the return of investments of respondent company was meager; that 
the coup attempt in August 1987 as well as that of December 1989 
aggravated the floundering financial state of respondent company; 
that the financial losses due to lack of capital funding resulted in the 
non-payment of long-overdue accounts; that the untimely cut in the 
supply of fertilizers and maturing materials and equipment parts 
delayed the payment of salaries and the implementation of weekly job 
rotations by the workers. Except for these allegations, private 
respondents did not present any other documentary proof of their 
alleged losses which could have been easily proven in the financial 
statements which unfortunately were not shown.  
 
There is no question that an employer may reduce its work force to 
prevent losses. However, these losses must be serious, actual and 
real.[3] Otherwise, this ground for termination of employment would 
be susceptible to abuse by scheming employers who might be merely 
feigning losses in their business ventures in order to ease out 
employees.[4] 

chanroblespublishingcompany 
 
Indeed, private respondents failed to prove their claim of business 
losses. What they submitted to the Labor Arbiter were mere self-
serving documents and allegations. Private respondents never 
adduced evidence which would show clearly the extent of losses they 
suffered as a result of lack of capital funding, which failure is fatal to 
their cause. chanroblespublishingcompany 
 
As regards the requirement of notices of termination to the 
employees, it is undisputed that the Notice of Retrenchment was 
submitted to the Department of Labor and Employment on 12 
September 1990.[5] The findings of both the Labor Arbiter and NLRC 
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show that petitioners were terminated on the following dates in 1990 
after they received their notices of termination, to wit: chanroblespublishingcompany 
 

Name of Employee   Date of Notice of       Effectivity of 
            Termination          Termination 
  1. Noquera, Vilma  22 Sept.   25 Sept. 
  2. Dumalagan, Margarito 22 Sept.   30 Sept. 
  3. Osok, Marciano  20 Sept.   30 Sept. 
  4. Abaa, Leopoldo  01 Sept.   30 Sept. 
  5. Aboylo, Amancio  01 Sept.   30 Sept. 
  6. Allado, Nestor Jr.  01 Sept.   30 Sept. 
  7. Bandera, Verginia  01 Sept.   30 Sept. 
  8. Basanez, Lily  01 Sept.   30 Sept. 
  9. Baumbad, Alejo  01 Sept.   30 Sept. 
10. Blanco, Myrna  01 Sept.   30 Sept. 
11. Blanco, Reynaldo  01 Sept.   30 Sept. 
12. Canal, Marieto  01 Sept.   30 Sept. 
13. Fabon, Madilyn  01 Sept.   30 Sept. 
14. Ferrer, Elpidio  01 Sept.   30 Sept. 
15. Meniano, Rodolfo  01 Sept.   30 Sept. 
16. Nunez, Angelico  01 Sept.   30 Sept. 
17. Osok, Bebiano  01 Sept.   30 Sept. 
18. Penaloga, Jose Jr.  01 Sept.   30 Sept. 
19. Taglocop, Hermogena 01 Sept.   30 Sept. 
20. Allado, Lydio  22 Aug.   30 Sept. 
21. Baya, Maria   22 Aug.   30 Sept. 
22. Carlon, Flaviana  22 Aug.   30 Sept. 
23. Carlon, Cresencio  22 Aug.   30 Sept. 
24. Culaba, Rogelio  22 Aug.   30 Sept. 
25. Cabriades, Carmelito 22 Aug.   30 Sept. 
26. Dellomes, Elma  22 Aug.   30 Sept. 
27. Fabon, Arcadio  22 Aug.   30 Sept. 
28. Gordo, Francisco  22 Aug.   30 Sept. 
29. Inocencio, Virgilio  22 Aug.   30 Sept. 
30. Inocencio, Ruel  22 Aug.   30 Sept. 
31. Luna, Blandina  22 Aug.   30 Sept. 
32. Luna, Avelino  22 Aug.   30 Sept. 
33. Lubrico, Celia  22 Aug.   30 Sept. 
34. Monteclar, Violeta  22 Aug.   25 Sept. 
35. Macabecha, Aquino 22 Aug.   25 Sept. 
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36. Melloria, Ananian  22 Aug.   25 Sept. 
37. Malinao, Rogelio  22 Aug.   25 Sept. 
38. Leonarda, Notarte  22 Aug.   25 Sept. 
39. Parejas, Jerry  22 Aug.   25 Sept. 
40. Parejas, Alfonso  22 Aug.   25 Sept. 
41. Sardinola, Alfonso  22 Aug.   25 Sept. 
42. Solaterio, Bonifacio 22 Aug.   25 Sept. 

 
Culled from the above data, the termination of petitioners could not 
have validly taken effect either on 25 or 30 September 1990. The one-
month notice of retrenchment filed with the DOLE and served on the 
workers before the intended date thereof is mandatory. Private 
respondents failed to comply with this requisite. The earliest possible 
date of termination should be 12 October 1990 or one (1) month after 
notice was sent to DOLE unless the notice of termination was sent to 
the workers later than the notice to DOLE on 12 September 1990, in 
which case, the date of termination should be at least one (1) month 
from the date of notice to the workers. Petitioners were terminated 
less than a month after notice was sent to DOLE and to each of the 
workers. chanroblespublishingcompany 
 
We agree with the conclusion of the Labor Arbiter that the 
termination of the services of petitioners was illegal as there was no 
valid retrenchment. Respondent NLRC committed grave abuse of 
discretion in reversing the findings of the Labor Arbiter and ruling 
that there was substantial compliance with the law. This Court firmly 
holds that measures should be strictly implemented to ensure that 
such constitutional mandate on protection to labor is not rendered 
meaningless by an erroneous interpretation of applicable laws. chanroblespublishingcompany 
 
We uphold the monetary award of the Labor Arbiter for: (a) the 
balance of the separation pay benefits of petitioners equivalent to 
fifteen (15) days for every year of service after finding that 
reinstatement is no longer feasible under the circumstances, and (b) 
the salary differentials for complainants who were relieved during the 
pendency of the case before the Labor Arbiter and full back wages for 
the rest of the complainants. This is in accord with Art. 279 of the 
Labor Code as amended by R.A. 6715 under which petitioners who 
were unjustly dismissed from work shall be entitled to full back wages 
inclusive of allowances and other benefits or their monetary 
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equivalent computed from the time their compensation was withheld 
up to the date of this Decision.  chanroblespublishingcompany 
 
WHEREFORE, the Petition is GRANTED. The Decision of the 
Labor Arbiter of 27 March 1992 granting petitioners their claim for 
the balance of their separation pay benefits equivalent to fifteen (15) 
days for every year of service, and salary differentials for 
complainants who were relieved during the pendency of the case 
before the Labor Arbiter, and full back wages for the rest of the 
complainants is REINSTATED. Consequently, the Decision of the 
National Labor Relations Commission dated 27 September 1992 is 
REVERSED and SET ASIDE. chanroblespublishingcompany 
 
SO ORDERED. chanroblespublishingcompany 
 
Padilla, Vitug, Kapunan and Hermosisima, Jr., JJ., concur. 
chanroblespublishingcompany 
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