G.R. Nos. 75700-01. August 30, 1990 (Case Brief / Digest)

### Title: Lopez Sugar Corporation vs. Federation of Free Workers and Others

### Facts:

The Lopez Sugar Corporation (the “Petitioner”) sought to retrench 27 of its employees as
part of a cost-reduction program, claiming economic hardships necessitated such action.
This retrenchment was challenged by the Federation of Free Workers (“FFW”) and the
Philippine Labor Union Association (“PLUA-NACUSIP”), who argued that the terminations
violated labor laws and were an attempt at union-busting. The petitioner had initially filed a
combined report on retirement and an application for clearance to retrench with the
Ministry of Labor and Employment, citing declining sales and economic issues as
justification. Concurrently, FFW filed a complaint against the company for unfair labor
practices. The Labor Arbiter, and subsequently the National Labor Relations Commission
(NLRC), found that the company failed to substantiate its claim of economic duress with
sufficient evidence and thus decided against allowing the retrenchment, ordering
reinstatement and full backwages for affected employees.

### Issues:

1. Whether the retrenchment was justified under the circumstances to prevent losses, as
claimed by the petitioner.

2. The validity of retirements made under a provision of a Collective Bargaining Agreement
(CBA) that had ostensibly expired.

3. The adequacy and credibility of the evidence provided to justify retrenchment due to
economic hardship.

4. The relevance and applicability of the claims of having organized a pool of “extra
workers” to counter the argument of hiring casuals post-retrenchment.

### Court’s Decision:

The Supreme Court partially granted the petition, upholding the decision of the NLRC with
modifications regarding the retirees under the CBA provision. It held:

- The petitioner failed to substantiate claims of economic hardship with adequate evidence,
making the retrenchment legally ineffective.

- The retirements were valid under the CBA, which remained effective post-expiration until
a new agreement was reached.

- The petitioner could not justify the retrenchment as a last resort to prevent losses, partly
because alternative cost-saving measures were not sufficiently explored.

### Doctrine:
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The case confirmed that for retrenchment to be legally justified, substantial and imminent
losses must be demonstrated with convincing evidence. Furthermore, it reiterated the
principle that rights and obligations under an expired CBA continue until a new agreement
is negotiated.

### Class Notes:

- **Substantial and Imminent Losses for Retrenchment**: Employers must show substantial
and reasonably imminent losses with convincing evidence to justify retrenchment as a lawful
action.

- **Effect of Expired CBA**: Rights and obligations under an expired CBA continue in effect
until a new CBA is agreed upon.

- ¥**Economic Justification**: Mere anticipation of losses without concrete evidence is
insufficient to validate retrenchment due to economic reasons.

- **Retirement Under CBA**: Employers’ right to retire employees must be clearly
stipulated in the CBA and validly applied according to its terms even after the CBA’s
expiration.

### Historical Background:

This case emerged during a period of economic uncertainty, reflecting the challenges of
balancing employers’ need for financial viability with workers’ rights to job security. The
decision underscores the judiciary’s role in mediating such conflicts and enforcing labor
rights protections.
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