
philippine studies
Ateneo de Manila University • Loyola Heights, Quezon City • 1108 Philippines

The Margin Act

Michael McPhelin

Philippine Studies vol. 7, no. 4 (1959): 484–486

Copyright © Ateneo de Manila University

Philippine Studies is published by the Ateneo de Manila 
University. Contents may not be copied or sent via email 
or other  means to multiple sites and posted to a listserv 
without the copyright holder’s written permission. Users 
may download and print articles for individual, noncom-
mercial use only. However, unless prior permission has 
been obtained, you may not download an entire issue of a 
journal, or download multiple copies of articles.

Please contact the publisher for any further use of this 
work at philstudies@admu.edu.ph.

http://www.philippinestudies.net
Fri June 30 13:30:20 2008



484 PHILIPPINE STUDIES 

the Scriptures made by a group of P ~ o t e s t a n t  scholars headed by J. 
M. Powis Smith and Edgar  J. Goodspeed. It was entitled The Bible, 
An American Tru?tslation, and aid not contain the n p o c ~ y p l ~ u .  Hoxv- 
ever, in 1039, another edltion appeared bearing the significant title 
The Co~r2plete Bible,  A n  Americau Tru?lslation, which did contain them. 
In  his preface to the section containing the apocryplzc~,  Goodspeed 
points out that  these books had always formed par t  of the traditional 
Christian Bible, and that  it  is only since 1827 t h a t  British and Amer- 
ican Bible Societies have been omltting them. 

The trend to put  the deuterocanonical books back into their 
printed editions of the Scriptures does not mean however, that  Pro- 
testants a re  beginning to accept them a s  p a r t  of the  Bible in the 
same sense a s  Catholics do. For  Catholics the seven books a re  in- 
spired and canonical. Protestants resolutely deny both their inspira- 
tion and canonicity, and continue to  regard then1 a s  upocrypha. 

Nevertheless, the  signs a r e  encouraging. 
The restoration of the so-called apocryplta to the Christian Bible 

may facilitate the publication of an  edition which would be acceptable 
to  both I'rotestants and Catholics alike; and that  in tu rn  might prove 
t o  be an  initial, practical step towards the realization of the much- 
discussed and ardently desired Christian unity. 

J. J. KAVANAGH, S.J. 

The Margin Act 
These coniments will be confined to the immediate effects which 

can be expected to  follow upon the law authorizing the Central Bank 
to establish a margin of not more than 40 per cent on sales of gold and 
foreign exchange for  the purpose - as stated in the act - of curtail- 
ing "excrasive demand upon the international resewe." 

The problenl underlined by this act i s  our chronic shortage of 
forc~igxi exchange. The problem might conceivably be solved in two 
ways. First,  me might attempt to get  more foreign exchange: earn 
it, borrow i t  or a t t ract  it  in the form of foreign investment. Second, 
we might t r y  to use fewer dollars. This act follows the second line 
of endenyor rather than the first. 

The law gives producers for  export no new incentive to  eain more 
foreign exchange. It still requires them to sell whatever dollars they 
earn a t  the sacrificial ra te  of 2 to I.  

Nor does the law strengthen our chances of getting large inter- 
national loans. Vnder the imaginative direction of the Swedish banker, 
P e r  Jacobsson, the International Monetary Fund stands ready to re- 
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lieve pl.ecisely the kind of foreign exchange shortage from which we 
suffer. Rut  the Fund requires f i rs t  tha t  a country take steps to put  
i ts  money in order, because uncorrected monetary disorders make futile 
the efforts of the IMF to be of help in stabilizing the economy. I t  is 
too bad that  the Administration has not seen f i t  to  make public the 
recommendations regarding monetary reform made several months ago 
by a team of I M F  investigators. The object of such recommendations 
would be the eventual lifting of exchange controls and, therefore, full 
revaluation of the peso. The margin act  does not a t  a l l  conform with 
such an objective. Consequently we can look for  no help from the 
Fmnd. Other foreign lending agencies tend more and more to  follow 
i ts  lead. Indeed, once Per  Jacobsson is convinced t h a t  a country can 
make good use of a loan larger than the Fund can afford, he sees to  
it that  the money is raised from other sources. I n  1958 the  Fund 
raised $358 millions f o ~  A~,gcntina, $59 millions for  Peru, $359 millions 
for  Turkey, not to ~nention $655.25 millions for  France. But  in all  
cases the Fund required that  the borrower take adequate measures 
to stabilize the internal value of its money by curbing inflation, and 
to move toward foreign exchange decontrol by the realistic revaluation 
of its currency. Help can be gotten; but we must dispose ourselves 
properly to get it. 

The act does not help us, either, to at t ract  foreign exchange in the 
form of foreign investments. On the contrary, the act has  added to 
capital's in~ecur i ty  and flight. I t  does not take a final step, only a 
preliminary one. Other steps will follow. The effective margin will 
be raised from 25 per cent to 40 per cent. Eventually, official acknow- 
ledgment of the t rue value of the peso in intet.nationa1 markets is  
inevitable, - full devaluation. If there were no other discouragements 
to foreign investment, this postponement of the final adjustment of 
the peso would be enough to persuade foreign capital to s tay away. 

Though the margin law will not get us additional foreign ex- 
change, will i t  perhaps solve our problem by making foreign exchange 
dearer and forcing us to use fewer dollars? (The direct effect of the 
26 per cent margin i s  to raise the purchase price of the dollar t o  
P2.50 to $1.) Obviously, our economic well being cannot be gotten by 
using less foreign exchange. One necessary condition for  the continued 
growth and economic development of the Republic is the expenditure 
annually of larger and larger sums of foreign exchange. I t  is im- 
possible to think of a single business which can be operated here 
entirely without imported goods: equipment, fuel, spare parts, mate- 
rial. Therefore, the effort to solve our problem by using less foreign 
eschange is foredoomed to failure. Indeed, the mere endeavor to  hold 
expenditures of foreign exchange a t  present levels-without reducing 
them-develops into a vicious circle. Because dollars a r e  scarce, allo- 
cations a r e  not increased, e.g., for  the importation of petroleum or 
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of means of transport. Yet the population of the country and its 
labor force continue to grow a t  a rapid rate; every year there are 
more mouths to feed, more hands to employ. But business is kept from 
growing apace; it is held in rein. All business is retarded, including 
such dollar earning businesses as mining, lumbering, the processing 
of coconuts and the canning of pineapples. These can earn more dol- 
lars only by spending more dollars. The vicious circle tightens around 
us: shortage of dollars, rigid allocations, straitened business, shortage 
of dollars. The margin law is certainly not the way out of these 
choking restraints. 

Meanwhile the dollar remains a big bargain for all who manage 
to get exchange allocations: despite the shortage of dollars, we con- 
tinue the "give-away". As a result the pressure on the reserve is not 
reduced. Barter continues to offer gains not held out by dollar trad- 
ing. Ingenious traders take infinite pains to invent legal ways to 
cxrcurnvent the use of dollars and manifest infinite patience in awaiting 
the approval of bureaucrats. Smuggling continues to be as  lucrative 
a s  ever. Filipinos earn a large but uncalculated number of dollars 
which never find their way into the reserve. Exports are systemati- 
cally undervalued, imports overvalued, and dollars-in the phrase of 
the day-salted away abroad. (As a result our official statistics mis- 
represent the terms of trade.) The illegal market in dollars i s  active 
and so well organized that an informer's murder in Manila is decided 
in Hongkong. The handsomest rewards go to wrongdoers while con- 
scientious businessmen struggle for survival. Capital in countless il- 
licit ways, big and little, gets out of the country and stays out. These 
are all effects of the uncorrected overvaluation of the peso. 

Some rises in costs and prices are to be expected as  a result of 
the higher price of the dollar, yet there appears to be no danger of 
a cost-push inflation. These rises are not accompanied by a corres- 
ponding increase in the supply of money. 

On the positive side one can evaluate the law a s  a means of raising 
government revenue. Really, it  is a revenue measure skimpily dressed 
up as  a monetary law. The government is in sore need of funds; its 
budget is out of balance and i t  can no longer finance its deficits by 
floating bonds. Temporarily the Central Bank can retire from cir- 
culation the funds collected through the 25 per cent margin. But early 
in 1960 the revenues will s tart  to flow into the public treasury-and 
out again. Nonetheless, the revenue from the margin tax will be more 
than enough to balance the budget and thus dry up our chief source 
of inflation. Too bad this good end was not gained by a good means. 


