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**Title:** Ferrazzini v. Gsell

**Facts:**

1. **Employment Contract:** Anselmo Ferrazzini entered into an employment contract with
Carlos  Gsell  for  an indefinite  period,  pledging his  skilled services  to  Gsell’s  industrial
enterprise in Manila at a fixed monthly salary. The contract required Ferrazzini to devote
his efforts entirely to Gsell’s business and allowed Gsell to terminate the employment with a
six-month notice.

2. **Termination of Employment:** Gsell terminated Ferrazzini’s employment without the
six-month notice stipulated in the contract, citing disobedience, unfaithfulness, and absence
during working hours. Ferrazzini filed a lawsuit claiming wrongful termination.

3. **Plaintiff’s Allegations:** Ferrazzini alleged that his discharge was without just cause,
which  violated  their  contract.  He  admitted  to  occasionally  leaving  the  factory  during
working hours to have a drink, a practice allegedly tolerated by previous managers.

4. **Defendant’s Defense:** Gsell argued that Ferrazzini’s termination was justified due to
habitual  absences and attempts to undermine authority among fellow employees.  Gsell
alleged that Ferrazzini encouraged employees to distrust management and disobeyed orders
not to leave the factory during working hours.

5. **Counterclaim Filed:** Gsell filed a counterclaim seeking damages, alleging Ferrazzini
breached their contract post-termination by engaging in a business without written consent.

6. **Trial Court Ruling:** The trial court ruled in favor of Ferrazzini,  determining that
Gsell’s termination was unjustified and ignoring the merits of the counterclaim as it was
verbally amended and not formally filed.

7.  **Appeal:** Gsell  appealed the decision,  arguing the trial  court’s errors in both the
wrongful discharge findings and the handling of the counterclaim.

**Issues:**

1. Whether Gsell’s termination of Ferrazzini’s employment without the six-month notice was
legally justified.
2. Whether Ferrazzini’s conduct violated the terms of his employment contract, warranting
termination.
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3. Whether the trial court erred in not considering Gsell’s counterclaim equitably, owing to
the procedural context.

**Court’s Decision:**

1. **Justification for Discharge:**
– The Supreme Court found that Gsell had a right to terminate Ferrazzini based on his
habitual  absences  for  drinking  during  working  hours  and  behavior  undermining  the
workplace morale.
–  The  Court  acknowledged  Gyell’s  authority  to  impose  workplace  discipline,  including
stopping unauthorized drinking during working hours.
– The plaintiff’s conduct significantly impeded his work duties and management’s authority,
therefore justifying the termination.

2. **Counterclaim Validity:**
– The Court held that procedural errors existed but the counterclaim needed settling on
merits.
– **Non-compete Clause:** The employment contract barred Ferrazzini from joining another
similar enterprise in the Islands without Gsell’s consent.
– However, the Court found the clause overly restrictive and against public policy as it
unreasonably hindered Ferrazzini’s right to employment and livelihood in the Philippines.

3. **Public Policy Considerations:**
– The non-compete clause was excessively broad and not reasonably necessary for Gsell’s
protection but could unduly compromise Ferrazzini’s career prospects.

**Doctrine:**

– **Reasonable Restraint:** The ruling emphasizes that non-compete clauses must balance
individual’s  employment  freedom  and  employer’s  legitimate  interests.  Overly  broad
restrictions  violating  public  policy  won’t  be  upheld.
– **Public Policy:** Contracts restricting trade or employment without adequate justification
contravene public policy and cannot be enforced.

**Class Notes:**

–  **Master-Servant  Relationship:**  Key  elements  include  loyalty,  faithfulness,  and
adherence to reasonable orders by the servant. Safe working conditions and fair pay are
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duties of the master.
– **Contractual Clauses:** Non-compete clauses in employment contracts must be specific,
reasonable, and tailored to legitimate business interests.
– **Public Policy:** Any contractual term conflicting with public interests, societal norms, or
essential legal structures may be declared unenforceable by courts.

**Historical Background:**

–  The  ruling  occurred  during  the  American  colonial  period  in  the  Philippines  when
contractual freedom and judicial principles were substantially influenced by the American
legal system.
–  The case  particularizes  the  evolution  of  contract  enforcement  philosophy in  colonial
contexts, especially concerning labor relations and statutory harmonization with American
doctrines of public policy and legal fairness.


