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Title: Martinez, et al. vs. Magnolia Poultry Processing Plant (MPPP) / San Miguel Foods, Inc.
vs. Martinez, et al.

Facts:
A group of twenty-eight workers, led by Ronald O. Martinez, was initially hired by Romac
Services and Trading Co. Inc. (Romac) to perform various tasks as daily paid rank-and-file
employees at the production department of Magnolia Poultry Processing Plant (MPPP), later
named San Miguel Foods, Inc. (SMFI-MPPP), in San Fernando City, Pampanga. These tasks
were deemed necessary and essential to the poultry business of SMFI-MPPP. They were
subjected  to  trainings  organized  by  SMFI-MPPP  and  closely  monitored  by  its  regular
supervisory employees. Despite their regular reporting for work, most of them were barred
from entering SMFI-MPPP premises on January 4,  2010, due to the company’s halting
operations  for  outsourcing  services.  Consequently,  the  group  filed  an  illegal  dismissal
complaint with monetary claims against SMFI-MPPP and Romac.

The case was initially handled by a Labor Arbiter who decided in favor of the workers,
declaring Romac as a labor-only contractor and SMFI-MPPP as their true employer. This
judgment entitled the workers to reinstatement and full backwages. However, both SMFI-
MPPP and Romac appealed to the National Labor Relations Commission (NLRC), which
reversed the Labor Arbiter’s decision and dismissed the workers’ complaint. The NLRC
ruled Romac as a legitimate labor contractor, ascribing no illegal dismissal.

Subsequently, the workers elevated the case to the Court of Appeals, which nullified the
NLRC’s  decision and reinstated the Labor  Arbiter’s  ruling.  Both parties  filed separate
petitions for review on certiorari before the Supreme Court. The workers sought affirmation
of  the  illegal  dismissal  and  entitlement  to  benefits  as  per  the  Collective  Bargaining
Agreement; SMFI-MPPP, on the other hand, argued for the validity and legitimacy of its
service contracts with Romac and Romac’s status as an independent labor contractor.

Issues:
1. Whether Romac is a legitimate labor contractor or engaged in labor-only contracting.
2. Whether the workers are regular employees of SMFI-MPPP.
3. Whether the workers were illegally dismissed and entitled to the benefits under the CBA.
4.  Whether  the  supervisory  powers  exercised  over  the  workers  indicate  an  employer-
employee relationship.

Court’s Decision:
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The Supreme Court found Romac to be a legitimate labor contractor, not engaged in labor-
only  contracting,  due  to  its  substantial  capital  and  investments  and  the  presence  of
necessary tools, equipment, and work premises. Romac retained the right to control over
the performance of work and had other various clients aside from SMFI-MPPP. On these
grounds,  the  Court  held  that  no  employer-employee  relationship  existed  between  the
workers and SMFI-MPPP. Consequently, the workers were not illegally dismissed by SMFI-
MPPP as they were Romac’s employees. The Court granted SMFI-MPPP’s petition, reversed
and set aside the Court of Appeals’ Decision and Resolution, and reinstated the NLRC’s
Decision.

Doctrine:
The case affirmed the doctrine that the legitimacy of a labor contractor is determined by its
substantial capital or investment, exercise of the right to control the performance of the
workers’ tasks, and an independent business operation validated by registration with the
DOLE. It also reinforced the distinctions between labor-only contracting and job contracting
and underscored management’s prerogative in choosing to contract out services as long as
it does not result in labor-only contracting or violates workers’ rights.

Class Notes:
Key Elements:
– Control Test: The determination of an employer-employee relationship based on who has
control over the means and methods of work.
–  Labor-Only  Contracting:  Defined  under  Article  106  of  the  Labor  Code  where  the
contractor lacks substantial capital and investment and the workers are performing tasks
directly related to the principal’s main business.
– Legitimate Job Contracting: Occurs when the contractor possesses substantial capital or
investment and exercises independent business judgment in its operations.

Relevant Provisions:
–  Labor Code,  Article  106 specifies  the distinction between labor-only  contracting and
legitimate job contracting and the corresponding employer liabilities.

Application:
In this case, the Court applied the control test to identify the actual employer and affirm the
legitimacy of the labor contractor. The Court also applied Article 106 in assessing Romac’s
compliance with job contracting regulations.



G.R. No. 231579. June 16, 2021 (Case Brief / Digest)

© 2024 - batas.org | 3

Historical Background:
Contracting and subcontracting have historically been practiced in various industries for
purposes such as cost efficiency, focus on core competencies, and flexibility. These practices
are regulated to prevent circumvention of labor laws and to safeguard workers’ rights. The
controversies often arise when distinguishing between legitimate job contracting and labor-
only  contracting,  as  it  impacts  workers’  claims  for  regular  employment  benefits  and
conditions.


