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**Title:** Philippine Graphic Arts Inc. v. National Labor Relations Commission, 248 Phil. 353
(1988)

**Facts:**
In  October  1984,  Philippine Graphic  Arts  Inc.  (PGA)  encountered economic  difficulties
which led the company to enforce mandatory vacation leaves on its workers. These leaves
were taken in batches of seven or nine employees for periods of 15, 30, or 45 days. Although
the workers were paid during these leaves, the payment was deducted from their accrued
leave  credits.  This  prompted  complaints  from  the  private  respondents,  Rosalina  M.
Pulpulaan and Emelita Salonga, who alleged unfair labor practice (ULP) and discrimination.

On April 9, 1986, the Labor Arbiter dismissed the complaint for ULP and discrimination but
ordered PGA to restore certain employee benefits. The respondents then filed a partial
appeal  to  the  National  Labor  Relations  Commission  (NLRC)  contesting  the  decision’s
dismissal of the ULP claim and the unpaid forced vacation leaves.

On June 19, 1986, the NLRC affirmed the Labor Arbiter’s decision, but modified it by ruling
that the forced leave, though not ULP, was arbitrary, hence ordered a refund for the earned
leave days used as payment during the forced leave.

PGA then petitioned the Supreme Court, raising issues of grave abuse of discretion by NLRC
on two fronts: ruling on an unappealed money claim and including union members not party
to the case in its decision.

**Issues:**
1. Did NLRC commit grave abuse of discretion by ruling on a money claim not subject to the
appeal?
2. Did NLRC commit grave abuse of discretion by including individuals not parties to the
partial appeal in its resolution?
3. Whether PGA’s action of enforcing forced vacation leave constitutes ULP.
4. Whether the forced leave was arbitrary although not ULP.

**Court’s Decision:**
1. **First Issue: Money Claim**
– The Court found that NLRC indeed went beyond its remit by ordering a refund, which was
not explicitly contested in the appeal. Hence, NLRC’s resolution regarding the money claim
was struck down as an overreach.
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2. **Second Issue: Inclusion of Non-Parties**
– It was determined that NLRC should not have included individuals who were not part of
the original partial appeal. This was another instance of grave abuse of discretion.

3. **Third Issue: Unfair Labor Practice (ULP)**
– The Court held that PGA’s actions did not amount to ULP. The company’s decision to
implement forced leaves was driven by genuine economic difficulties, acknowledged by both
parties. There was also a consensus and efforts to consult affected employees.

4. **Fourth Issue: Arbitrary Nature of Forced Leave**
– The Court disagreed with NLRC’s assertion of arbitrariness. The ruling pointed out that
the private respondents had not utilized the grievance machinery provided for in their
Collective Bargaining Agreement (CBA).  As a result,  PGA could not be faulted for not
addressing the grievance through proper channels initially.

**Doctrine:**
1.  **Management  Prerogative  in  Economic  Crisis**:  Companies  have  the  leeway  to
implement measures such as forced leaves during genuine economic crises, provided it does
not contravene established labor rights or CBA clauses.
2.  **Grievance  Machinery  Utilization**:  The  aggrieved  party,  whether  employer  or
employee,  bears  the  responsibility  of  triggering  the  grievance  resolution  process  as
prescribed by statute and agreements.

**Class Notes:**
– **Management Prerogative**: A key concept where employers maintain the right to make
decisions for operational efficiency, which includes instituting measures during economic
hardships (Article 261, Labor Code).
–  **Grievance  Machinery**:  Critical  procedural  requirement  for  disputes  from  CBA
interpretations requiring either party to initiate the grievance process before resorting to
external arbitration or litigation.
– **Unfair Labor Practice (ULP)**: Acts that interfere with employee rights protected under
labor laws. This case highlights the distinction between ULP and arbitrary actions.

**Historical Background:**
The case resides in the turbulent economic period of the mid-1980s in the Philippines,
marked  by  political  instability  and  economic  downturns.  Employers  often  resorted  to
austerity  measures  impacting  both  workforce  rights  and  operations,  underscoring  the
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importance of procedural adherence and mutual consensus in labor relations.


