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Title: Liana’s Supermarket vs. National Labor Relations Commission and National Labor
Union

Facts: In the early 1980s, Liana’s Supermarket employed various workers including sales
ladies,  cooks,  packers,  etc.,  affiliated  with  the  National  Labor  Union (NLU).  Issues  of
underpayment, excessive hours without overtime pay, and other labor rights violations led
the  employees  to  demand  recognition  and  compliance  with  labor  laws  from  Liana’s
management. Subsequent retaliatory actions by the supermarket management, including
threats  of  dismissal  and  criminal  charges  for  union  affiliation,  prompted  the  filing  of
multiple complaints with the Labor Arbiter beginning in March 1984, which were later
consolidated into one case. Liana’s attempted to distance itself from the labor complaints
through  a  contract  with  BAVSPIA  International  Services  for  labor  supply,  purportedly
making BAVSPIA the employees’ direct employer, a move contested by the complaining
employees as a facade for labor-only contracting. The Labor Arbiter’s decision in 1989
favored the employees, finding them illegally dismissed and Liana’s Supermarket as their
true employer, thus liable for backwages and benefits or separation pay. The National Labor
Relations Commission (NLRC) affirmed this ruling in 1993, leading to Liana’s Supermarket’s
appeal to the Supreme Court questioning the number of complainants and validity of a
compromise agreement made with a local union chapter.

Issues:
1. The total number of individual complainants in the consolidated cases.
2. Whether the complainants were illegally dismissed by Liana’s Supermarket.
3. The legal effect of a compromise agreement between Liana’s Supermarket and a local
chapter of the NLU.

Court’s Decision:
The  Supreme  Court  rejected  the  supermarket’s  argument  regarding  the  number  of
complainants,  clarifying the case as  a  “representative suit”  rather  than a  “class  suit”,
recognizing the 85 complainants represented by the NLU. The Court found clear evidence of
Liana’s Supermarket’s employment of the complainants and their illegal dismissal. It was
determined that resignations prompted by Liana’s were void given the context of labor-only
contracting with BAVSPIA. The compromise agreement lacked the individual complainants’
consent and was not validated by the Labor Arbiter, rendering it non-binding. The Court
affirmed the NLRC’s decision, modifying the award of separation pay to be equivalent to one
month’s salary for every year of service, emphasizing labor protection principles.
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Doctrine:
This  case  establishes  the  distinction  between  “representative  suits”  and  “class  suits”,
emphasizing labor organizations’ ability to file representative actions for their members. It
reiterates the principle against labor-only contracting, affirming that entities engaged in
such practices are merely agents of the principal employer, who remains liable for labor law
violations. Additionally, it underscores the requirement of individual employee consent in
any settlement or compromise concerning money claims or employment benefits for its
validity.

Class Notes:
1. Representative vs. Class Suit – A representative suit is filed by a party on behalf of others,
focusing on rights  or  causes  of  action pertaining separately  to  distinct  individuals,  as
opposed to a class suit which deals with a common right or cause of action pertaining to
numerous persons.
2. Labor-Only Contracting – Occurs when an entity supplying workers to an employer lacks
substantial capital or investment and the workers are performing activities directly related
to  the  principal  business  of  the  employer,  making  the  employer  liable  for  labor  law
compliance.
3. Illegal Dismissal – The termination of employment without just cause or due process.
Employers are required to prove the legality of an employee’s dismissal.
4. Settlement of Money Claims – Any settlement involving laborer’s money claims requires
the individual consent of each laborer concerned to be valid.

Historical  Background:  This  case  reflects  the  broader  struggles  for  labor  rights  and
protections  in  the  Philippines  during  a  period  of  economic  development  and
industrialization.  It  underscores the legal  mechanisms available to workers for  holding
employers accountable for labor law violations and the judiciary’s role in interpreting and
enforcing these laws.


