G.R. No. 15574. September 17, 1919 (Case Brief / Digest)

Title: Smith, Bell & Co. (Ltd.) vs. Joaquin Natividad

Facts:

Smith, Bell & Co. (Ltd.), a corporation incorporated under Philippine laws, with a majority of
its stockholders being British subjects, owned a motor vessel named the Bato, built in the
Philippine Islands in 1916 for the purpose of transporting the company’s merchandise
between Philippine ports. When the vessel was brought to Cebu, its intended home port, to
register for Philippine registry, the Collector of Customs denied the application. The reason
provided was that not all stockholders of Smith, Bell & Co. were Philippine or United States
citizens, as required by Act No. 2761 enacted by the Philippine Legislature on February 23,
1918. Smith, Bell & Co. sought a writ of mandamus from the Supreme Court of the
Philippine Islands to compel the Collector of Customs to issue the certificate of Philippine
registry for the vessel Bato.

Issues:

The central issue was whether Act No. 2761, denying registry in coastwise trade to
corporations with alien stockholders, was valid under the laws of the Philippine Islands and
the Act of Congress governing the Philippines.

Court’s Decision:

The Supreme Court, in a decision penned by Justice Malcolm, denied the petition for a writ
of mandamus, holding that Act No. 2761 was valid and constitutional. The Court reasoned
that this Act was within the legislative authority granted to the Philippine Legislature by the
United States Congress and did not violate any provision of the Philippine Organic Law or
the equal protection and due process clauses. The case emphasized the paramount
importance of the police power and the discretion of the legislative body to enact laws
promoting the general welfare, even if it involves regulating or restricting foreign
participation in certain sectors, such as domestic shipping.

Doctrine:

The principal doctrine established in this case relates to the broad legislative discretion
under the police power to regulate commerce for the promotion of the national interest and
the general welfare. The Court reaffirmed the ability of the legislature to enact laws
restricting foreign ownership in activities deemed vital to the nation’s interest.

Class Notes:
- In analyzing statutes for consistency with constitutional provisions, courts give
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presumption to the constitutionality of legislative actions.

- The “police power” of the state encompasses regulations that promote the health, peace,
morals, education, and general welfare of the people.

- Laws that discriminate against aliens must have a rational basis grounded in the
promotion of the public interest or welfare.

- The right to limit ownership or participation in certain sectors (e.g., coastwise shipping) to
citizens or entities deemed domestic according to specified criteria is a manifestation of the
state’s sovereign powers and its duty to protect and promote national interests.

Historical Background:

This case was decided in the early 20th century, a period when the Philippines was under
American sovereignty, and the Philippine Legislature was granted limited autonomous
legislative powers by Acts of the U.S. Congress. The decision reflects the context of evolving
national policies and legal frameworks aimed at nurturing domestic industries, including
shipping, in alignment with broader goals of economic self-reliance and national security
during this colonial era. It underscores the complexities of applying constitutional principles
to economic and political contexts significantly influenced by colonial governance structures
and the transition towards greater legislative autonomy.
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