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PREFATORY STATEMENT 

One of the most significant developments of the past two decades 
~as _been th~ incre~sing tendency of economic concepts and issues to 
Impmge upo~ ~d mfluence the practice of law. The growing complexi­
~Y of t;lOde~ !If:, t~e continued expansion of human knowledge, the 
mcreasmg SOj:>hiStlcatwn of commercial activity the steady enlargement 
of the j:>ublic sector's share of the economy - these and related factors 
have operated to bring about the increasing impingement of economics 
on the domain of legal practice. It is going to be the position of this 
pape_r that the typical producer of the Philippine law school at the start 
of h1s legal career is not in a position to coj:le with the above-stated 
chang~ in t?e environment of legal practice and that appropriate 
remedial actwn need§ to be taken by the authorities superJising legal 
education in this country. , 

THE ISSUE 

Over the years it has become clear that the present curriculum for 
the Bachelor of Laws degree does not prepare a new member of the bar 
for legal practice of the sort that involves dealing with issues which in 
nature are legal-economic rather than ·strictly legal. Thus, it has been 
observed tnat most new lawyers, even those with fine scholastic or bar­
examinations. records, have a difficult time coj:>ing with cases involving 
s~ICh economic .c.oncej:>ts as inflation, j:lrofit, risk, subsidy and devalua­
tion. More specifically, they have a difficult time when confronted with 
cases requiring their judgment as to whether a wage is fair or a cost is 
ex~essive or an investment in sound or whether a state of competition 
ex;:sts. ~hey grope, they imj:lrovise, they guess; in the end they come up 
With bnefs that are less than convincing. Many examples can be cited to 
illustrate thi:; point. 

Take the general provi:lion in the law to the effect that: 

"(i)n case of doubt in the interpretation or application of laws it is pre· 
sumed that the lawmaking body intended right and justice to prevail." l 

1 Art. 10, New Civil Code. 
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The provision speaks, laudably enough, of right and justice being 
done, conformably to the intention of the lawmaking power, by those 
who aj:>ply the law and those who inte1pret it, i.e., the executive branch 
of the government and the judiciary, respectively. But in the absence of 
reasonable familiarity with the basic principles of economics, how is a 
lawyer who is an executive or judicial officer of the government to 
know what is right or just in cases involving issues essentially economic 
in nature? In a case involving the accuracy or reasonableness of a 
return on investment, for instance, how can a government lawyer argue 
or a judge decide on the basis of rectitude or justice if he has little or no 
understanding of the economic significance of such things as industry 
medians, normal oj:lerating conditions, non-recurring factors and 
deflationary adjustment. Or how, in the absence of a reasonably good 
g~asp of the basic economic principles, can a legal officer of the govern­
ment"- be he in the executive department or·not- pass uj:>on a ques­
tion involving, say, pric:ing if he is highly or totally unfamiliar wit!I tne 
concepts of productivity, average cost, economies of scale and marginal 
revenue? 

A more specific e.:ample of the difficulty encountered in legal or 
judicial j:>ractice by lawyers who know little or nothing about ecxmom­
ics is the provision in the law of obligations and contracts relating to · 
inflation and deflation. The provision states that: 

"(i)n case an extrao.-dinary inflation or deflation of the currency stipuJa. 
ted should intervene, the valve of the cui:rency at the time of the establish· 
ment of the obligation shall be the basis of payment, unless there is an 
agreement to the contrary".2 

Under the terms of the j:lrovision, a debtor or a creditor may demand 
that payment of a debt be done on the basis of the value of the stij:>ula­
ted currency discounted for the effect of the extraordinary inflation 
or deflation, respectively, which has in the meantime intervened. 

The meaning of this particular provision of law is clear enough, 
which is that where an extraordinary inflation or deflation occurs, the 
general rule -: that the stipulated currency's value at the time of a 
debt's payment is the basis therefor- ceases to be operative and is.set 
aside and the stipulated currency's value at the time of the establish­
ment of the obligation becomes the basis for its liquidation. Equally 
clear is the intent of the provision, which is to shield creditors and 
debtors from the erosive or effects of severe inflation or deflation, 
resj:>ectively, on real monetary values. 

. .cr. 

What is far from clear is how the framers of this provision of law 
expect a lawyer 0r a .i'Hlge to be able to adjudge a state of inflation or 
deflation to be extrao1dinary in the absence of a reasonable degree of 
understanding uf the nahlre and workings of inflation -what causes it, 
how it is measured, who it hits hardest, how it is brought under control, 
and so on. Being made able to say that an inflationary or deflationary 
situation is extraordinary and to defend such a proposition is of course 

:<Art. 1250, New Civil Code. 
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