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Title: Sumifru (Philippines) Corporation vs. Bernabe Baya

Facts:
The case revolves around Bernabe Baya’s complaint of illegal/constructive dismissal against
AMS Farming Corporation (AMSFC) and Davao Fruits Corporation (DFC). Baya claimed he
had been employed by AMSFC since 1985 and had ascended to a supervisory role by 1997,
later getting involved with the AMS Kapalong Agrarian Reform Beneficiaries Multipurpose
Cooperative (AMSKARBEMCO). After agrarian reform beneficiaries, including Baya, were
transferred a portion of AMSFC’s land, negotiations between the ARBs and AMSFC failed,
prompting DAR to allow the ARBs to seek other agreements.

When AMSKARBEMCO entered into an agreement with another company, AMSFC reacted
negatively,  and  Baya  faced  pressure  from  DFC  management  to  switch  allegiances  to
SAFFPAI,  a  pro-company group,  which he refused.  Baya was then transferred back to
AMSFC, where he was demoted to rank-and-file positions. His request for reinstatement to a
supervisory role was denied, and eventually, he and other AMSKARBEMCO members were
replaced by contract workers, while SAFFPAI members retained their positions.

Baya filed a complaint for illegal/constructive dismissal. The LA ruled in favor of Baya,
mandating  reinstatement  or  separation  pay,  along  with  other  compensatory  damages.
AMSFC and DFC appealed to the NLRC, which reversed the ruling citing cessation of
business due to the agrarian reform program as the cause of Baya’s termination—not illegal
dismissal.

Baya then elevated the case to the CA via a petition for certiorari. During the proceedings,
Sumifru (Philippines) Corporation, which had merged with DFC, assumed the legal battle.

Issues:
a) Whether the CA correctly found that the NLRC gravely abused its discretion in dismissing
Baya’s complaint and held that AMSFC and DFC constructively dismissed Baya.
b) Whether AMSFC and DFC are liable to Baya for separation pay, moral damages, and
attorney’s fees.
c) Whether Sumifru should be held solidarily liable for Baya’s monetary awards.

Court’s Decision:
The Court denied the petition, affirming the CA’s decision, which found that the NLRC did
indeed commit grave abuse of discretion when it reversed the LA’s finding of constructive
dismissal. The Court agreed with the CA that Baya was subjected to constructive dismissal
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by AMSFC and DFC as he was demoted without just cause and was pressured to switch
cooperative allegiances.

The Court also found AMSFC and DFC solidarily liable for separation pay, moral damages,
and attorney’s fees. Moreover, it held that Sumifru, as the surviving entity in the merger
with DFC, is responsible for DFC’s liabilities, including those arising from Baya’s case.

Doctrine:
In cases of constructive dismissal, the burden of proof lies with the employer to demonstrate
that the demotion or transfer of an employee serves a legitimate business need, is not
unreasonable  or  burdensome,  does  not  involve  a  reduction  in  rank,  nor  impacts  the
employee’s salary, privileges, and benefits. If the employer fails to meet this burden, the
demotion  amounts  to  constructive  dismissal.  Further,  when  there’s  an  atmosphere  of
animosity, the doctrine of strained relations justifies the awarding of separation pay in lieu
of reinstatement.

Class Notes:
1.  Constructive  Dismissal:  Occurs  when work cessation due to  employer  action makes
continued  employment  impossible,  unreasonable,  or  unlikely,  or  involves  demotion  or
pay/benefits reduction.
2. Standard of Proof: Employer must prove that demotion or transfer is not a pretext for
unlawful dismissal and meets a legitimate business requirement.
3. Burden of Proof: Rests with the employer in cases of alleged constructive dismissal.
4. Strained Relations Doctrine: Allows for separation pay instead of reinstatement when
employment relationship is irreparably damaged.

Historical Background:
The case is situated in the context of agrarian reform in the Philippines, highlighting the
conflict between corporations and agrarian reform beneficiaries. It demonstrates how labor
disputes may intersect with broader societal and economic reforms, and underscores the
protections against unjust labor practices provided by Philippine labor law.


