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**Title:**

Felix Villa, et al., vs. National Labor Relations Commission and National Steel Corporation,
G.R. No. 117720

**Facts:**

**Summary:**
This case centers around whether workers contracted as project employees by National
Steel Corporation (NSC) could be considered regular employees due to their performance of
duties inherent in NSC’s business.

**Detailed Facts:**
1. **National Steel Corporation (NSC):** NSC is a significant steel manufacturing company
in Southeast Asia. It  embarked on a Five-Year Expansion Program (FYEP) with various
phases and projects from 1983 to 1993.

2.  **Workforce  Increase:**  Due  to  FYEP,  the  workforce  increased  substantially,  with
different projects employing numerous laborers under short-term contracts.

3. **NSCEA-SPFL’s Notice of Strike:** On May 2, 1986, NSCEA-SPFL, a labor union, filed a
notice  of  strike  alleging  unfair  labor  practices  including  wage  discrimination,  non-
regularization of employees, and illegal termination.

4. **Ministry of Labor’s Intervention:** The Ministry of Labor issued a return-to-work order
and later ruled some employees of NSC as “contractual employees,” refusing to regularize
them, despite some having rendered service beyond a single project.

5. **Hearing and Appeal:** The union filed a petition for certiorari to the Supreme Court,
which  remanded  the  case  to  the  NLRC.  The  NLRC  concluded  most  workers  were
contractual, and the FYEP projects justified their temporary employment status.

6. **Hunger Strike and Subsequent Rulings:** Amid a protracted hearing process, workers
staged a hunger strike.  The Fifth Division of  the NLRC upheld previous decisions and
further defined employment statuses.

7. **Motion for Reconsideration:** The Motion for Reconsideration was denied by the NLRC,
and the case was escalated to the Supreme Court by the workers’ association.
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**Procedural History:**
– Various appeals and motions for reconsideration were filed at different stages by parties
involved.
– Finally, a petition for certiorari was filed with the Supreme Court, escalating the matter
for resolution on complicated factual and legal grounds regarding the employment status of
the workers.

**Issues:**

**1. Regularization of Project-Based Employees:**
– Whether the project-based employees, who worked on various phases of NSC projects,
qualify as regular employees because of the nature of their work which seemed inherent
and necessary to NSC’s operations.

**2. Validity of Contractual Agreements:**
– Whether the contracts signed by the workers (considered as “contracts of adhesion”) can
determine their employee status, or whether these were executed under conditions coercive
to workers.

**3. Compliance with Labor Codes:**
–  Whether NSC complied with the return-to-work order and if  its  cessation of  certain
projects implied a lock-out or defiance of orders.

**4. Classification Errors and Claims of Deceased Workers:**
– Whether correct classification was followed in listing employees and handling claims from
families of deceased employees.

**Court’s Decision:**

**1. Regularity of Employment Not Proven:**
– The Supreme Court upheld the NLRC’s findings that the majority of the workers were
project employees as they were hired for specific tasks with pre-determined completion
dates. Their repeated rehiring first under the FYEP and other support operations did not
convert their status to regular employees.

**2. Validity of Employment Contracts:**
– The court found that project employment contracts are valid per Art. 280 of the Labor
Code. These contracts specified temporary employment durations directly tied to specific
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projects.

**3. NSC’s Compliance:**
– The court sided with NSC’s argument that the workforce reduction followed the logical
completion of different project phases. There was no violation found in their adherence to
contractual rules or labor notices.

**4. Proper Classification:**
– The classification issues raised by NSCEA-SPFL were deemed insufficient to alter the
adherence to the law executed by NSC, and claims settled by NLRC were affirmed.

**5. Effects of Employment Termination:**
– The Court reaffirmed the contracts’ termination validity (especially those executed before
May 1986). The contracts signed by the workers under the FYEP adhered to legal standards
and properly terminated upon project completion.

**Doctrine:**
– **Project Employee Clarification:** Project employees are not regular employees even if
tasks performed are necessary for business, as long as these tasks are tied to specific
projects  or  seasonal  functions.  Length  of  service,  unless  extended  beyond  project
completion, does not confer regular employment status.

– **Article 280 Labor Code Application:** Employment contracts stipulating project terms
are legally binding and must not be conflated with employment regularity, even in cases of
multiple subsequent re-engagements.

**Class Notes:**

– **Key Concepts:** Project employment, regular employment, security of tenure, unfair
labor practices, management prerogatives.
– **Statutory Provision:** Article 280 of the Labor Code (defining regular and project-based
employees).
–  **Interpretation:**  Employers  can  hire  project  employees  for  specific  tasks  without
granting them regular employee status upon project completion or cessation. Repeated
rehiring for multiple projects doesn’t affect this status.

**Historical Background:**

**Economic Expansion and Labor Relations:**
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– The trade disputes emerged during aggressive industrial and economic expansion phases
in the Philippines aimed at broadening industrial capabilities and employment.
– Labor laws such as Art. 280 are rooted in protecting both workers’ rights and allowing
flexibility  for  industry-specific  labor requirements,  highlighting the balance of  interests
amid economic projects.


