EDITORIAL

TOO MANY TAXES

A careful study of the proposed in-
crease in taxes on the mining industry
can not but emphasize the fact that any
such measures, if passed, would defeat
their own purpose by seriously hinder-
ing the development of the mineral re-
sources of the country.

While the mining industry is willing
to help the Commonwealth in any rea-
sonable way, it should not be taxed so
heavily that the very existence of many
companies will be threatened. The
present scale of taxes, adopted in No-
vember, 1936, was the result of careful
planning and represents a rate of taxa-
tion that was considered fair to the
mining operator and fair to the govern-
ment.

In 1937 the mining industry paid the
government more than P3,740,000 in
overall taxes and fees; it is estimated
that with the increase in gold output
taking place this year, the production
tax alone will be around P2,650,000 in
1938 and P3,150,000 in 1939 (as com-
pared to around P2,150,000 in 1937).
These latter figures represent the tax
on gross production alone, and do not
take into account income taxes and the
many other indirect taxes.

Many of the Philippine gold produec-
ers are operating on a small margin of
profit. Excessive taxation, and that is
what any increase would be, would wipe
out that margin and make it impossible
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for them to continue to operation. As
the taxes are increased, the income of
the various companies will be reduced,
and income taxes will be lower. If the
tax rates are left as they are, there will
naturally be a steady increase in the
amount paid as procduction and income
tax. Increased taxation will more than
likely mean that gold production will
not be increased as is planned at the
present. Direct and indirect taxes thus
will not increase as they normally will
under existing conditions. In addition,
the financial benefit to the government
resulting from the increased business
which will follow higher output will be
considerable,

Many companies are now mining and
milling low grade ore which would have
to be left untouched in the ground if
taxes are raised. The government has
everything to gain and nothing to lose
by encouraging the steady growth of
mining.

Around 30,000 people are employed
directly in mining, and many more in-
directly. During 1937 around P18,-
000,000 was paid in wages and sala-
ries, almost every peso of which was
spent in the Islands. The importance
of the mining industry to the Common-
wealth cannot be emphasized too
strongly, especially when it is realized
that mining is still in its infancy in the
Philippines.

One example of the concrete value
of mining to the country is that of one
mining company in the Baguio district
which is now paying around P250,000 a
year to the city of Baguio for power
which it buys from the city hydro
plants. This represents about one-
fourth of the entire income of the city
(excluding insular aid). Many other

similar cases could be given; one has
but to visit Baguio, Camarines Norte,

Masbate, Surigao, and other mining
centers to realize the tremendous impe-
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tus mining has given to industry of all
kinds.

Further, there is no present need for
an increase in taxation. The Common-
wealth is receiving millions from the
United States this year. Its financial
condition is excellent, and there is no
sound reason for crippling a young in-
dustry by unwarranted tax boosts.

Matters of tax legislation should be
thoroughly and carefully studied before
any definite action is taken. It is sig-
nificant to note that recent tax legisla-
tion in the United States is now being
repealed by Congress because of its de-
fects—an excellent example of the re-
sult of too hasty law-making.

The Philippine mining industry has
just gone through a period of expansion
and construction, that is already result-
ing in increased production and in in-
creased revenue to the government.
This expansion and construction was
for the most part based on the assump-
tion that the mining companies would
be able to operate under the prezent tax
rate. Any increases in taxation would
upset the economic balance of the in-
dustry, and thus injure it seriously.

Mining operators do not believe that
the government would willfully cripple
minng, but they are fully aware of the
general lack of understanding of the
complexity of mining and of the nature
of the problems which confront the
operator. Mining is far from being the
simple act of taking gold from an un-
derground storehouse. It is a compli-
cated, expensive, highly technical un-
dertaking; and it has been truly said
that for every peso taken from the
ground at least two pesos have gone
into if.

To insure the future of the mining
industry, and with it substantial re-
turns to the government, the assembly
should not burden the industry with in-
creased taxes.
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