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Abstract

revenue for the government. This study
opencredibility ond tax avoidance with the use of survey research. The Study uzed primory
dota. Questionnaires were designed and distributed to severty one respondents who ore
expotrivtes In Heolth, Education and Finonciol service sectors in Kworo State out of which
sixty respons

swdymubkatdwmwhamﬁﬁy.Md
the findings revealed thot opencredibility such as Reciprocol openness, Credibiity, Stonger
Integrotion ond Jfberaﬂzmlpn of trade in service negotiation, hove significant relotionship
with tox avoidance. It was therefore recommended that Kwara state should toke odvantoge
of the opportunities offered by GATS to lend credibility 1o reforms by committing Lo maintain
ond Improve current levels of openness ond also, create on enobling emvironment where
sociol services ore provided to support businesses.

Keywords:  Genersl Ageement on Trade in Service (GATS) Revere Mcbiization,
Opencreditility, Tax Avoiiance and Widen tax base.
Introduction

People’s lives are now more interdependent as globalisation limits time and
‘pace and trade liberalization and deregulations are becoming common
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ovements in factor resources across countries and regional blocks
place: pilateral and multilateral trade arrangements has provided
Hrtunities more than ever before for countries, regions and even states
opP @ countries 10 generate tax revenues. For this reason, revenues
withi® = srom trade in services and foreign direct investment h;s occupied

Be"eratw licy makers
yention of policy makers, researchers and scholars and key participants

ewl connected \..vorld. However, tax revenues from trade in services
i the ain focus of this study. The change in trade in services has been
orted by falling barriers to trade and investment as well as technological

supP ;
PP ement, both of which have lowered trade costs for services. However,

advan
ecen orld Bank research documents reported that barriers to trade in
cervices in both high-income and developing countries are still present, and

that emerging markets have barriers that are on average substantially higher
than documented position of Organization for Economic Cooperation and
Devetopment(OECD) (Borchert, Gootiiz and Mattoo, 2012).

e of General Agreement on Trade and Tariff (GATT) gave rise to
de Organization (WTO). GATT was mainly about goods in terms of
commodities and was perceived as ‘rich countries club’ that only had the
interest of developed nations. However, after several discussions among
World Communities in Uruguay round in 1994, there was an agreement 10
expand capacity on Trade in Services, Intellectual Property Rights and Trade
in Goods. Nigeria is said to be performing well in Trade in Goods but still has
huge gap to fill in Trade in Services and Trade in Intellectual Property Rights.
In light of the above, this study is primarily on General Agreement on Trade
in Services. In this study, we examined the various effects of General
Agreements oOn Trade in Services on Revenue Generation using Open
credibility and most favour nation clause as variables to determine the
effects of GATS on revenue mobilization which is further divided into Tax

Policy instruments, Tax avoidance and Widen tax base. .

The failur
world Tra

Over the years, Nigeria as a country has been lagging in her legal duties in
terms of revenue mobilization with various loopholes in the tax system as
fncreasing rate of tax evasion and avoidance has been dwindling tax revenue
in the country. Open credibility is a compound word that comprises of
Openness and credibility. Over time, it has been argued that being open and
credible by tax authorities through dissemination of information regarding
tax procedures can encourage taxpayers to be more tax compliant.

:iaeria has been seen as a country that lack credibility in making standard
X policies that can attracts investment and mobllize revenue for the
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government. At present, tax policy instrument in oparas: 19
tax SVStffm in terms of (designing kar frendly feratIOn are: simplicity of
prompt issuance of tax clearance, ang Operating aa|x assessment, ensuring
for tax matterS):' ensuring autonomy of tay authori €ss com?lex procedure
sector all of which were observed to be sub - ¢ tiw E:nd taxm; of informal
expected level of revenue commensurate tq fh:'a.lv used in generating
consequent upon the above, the researcher ey e-::e. of the economy.
position from both open credibility and optim Pect increased revenue
Instrument in realizing growth objectives of Kwara State, H '
attempted to examine the relationship between th - Hence, this study
credibility and tax avoidance. € practice of open

Literature Review
General Agreement on Trade in Services (GATS)

GATS is an acronym for General agreement on trade in services. It defines
“trade in services” as the supply of a service in one of four modes of supply
(GATS, Article I:2) and is regarded as a platform where members must enter
into successive rounds of negotiations with a view to achieving a
progressively higher level of liberalization (GATS, Article XIX:1).General
Agreement on Trade in Services is characterized by personal contact
between customers and clients through foreign direct investment and labour
mobility which are fundamental and highly regulated.

General Agreement on Trade in Services present four basic principles under
Reciprocal openness, Credibility, Stronger Integration and liberalization trade
in service negotiation as opined by Bernard and Aaditya (2012). Reciprocal
openness is a principle that propagates mutual marke; opening. Som_e
developing countries, like Ecuador, Ghana, Nigeria, Senegal, and Mongc:lla
are remarkably open, while some restrictions are visible in the fast growing
economies of Asia, as well as in the Middle East (Borche'rt,.Gootnz r:la.nd
Mattoo (2012). Credibility is key in trade in service as it is 3 bIn.mg
International commitment that is costly to revoke. Hence., once 3 semac:-:
market is declared open, keeping open requires greater policy thait i?:nmalso
the market to attract new firms. The trade in service qegtmaarket .
emphasized deeper and stronger integration that creates a single m

service sector where all countries can benefit.


https://v3.camscanner.com/user/download

P JOREEMENT ONTRADE IS
RIS (6
BB

mumatwnal trade In Services
rZ

There {5 N ONE ganeral of universslly 2

i5, HOWEVET sccording 10 it J aikgR raating o5 ) i
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ime. A‘T such, services cover a heteroge _fred 2nd Consumed 3t the ame
snd activities that are difficult o “Wtelmw (arp o iekagfe posuts
gometimes hard to separate from goods in 2 single deiciion a08 %

in spite of the substantial role that 5€ p

many Ye3% they were not covered mmilﬂ ﬂ: 3:‘ wwxﬂﬂ =

from 1926 10 1994, Since the Urugusy "ﬁm of vl
peen growing, especially in the economies of developed mﬁ,{gwm mﬂ
there was a great deal of interest among these counsies in Ne@*;; sﬂﬁ

of services 10 foreign markets
Negotiations 0N trade in senices were therefore established, 298 UF (et

was the General pgreemen i

force in January 1999
rules and commitme
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AGREEMENT ON TRADE IN SERVICES (G.AT )

Wpo;mnonmtthm

t on Trade in Service gi
Genefa‘ Agreemen Tvice gives room for ind:
individual countries
to

.de which sector and subsector :
deanuies to decide what degree of ::;,::J:Lﬁm operate. This allows
intain. Variation can be seen in the commitments they \'Tave agreed 10
within the four health subsector: Medical and Den‘::‘!“m_sm made
ww}ded by Medical Personnel, Hospital Services and m. Services
Human service. Under GATS directives health insurance i ifeam\ u:::r

the financial sector. Once a country fully commi it accepts
obligations: First, it agrees on market ;Ym m:o;m':aux da:z
Countries also have the option of establishing fimits on market access. For
example, where country like Nigeria has granted market access in it health
sector, authorities in the country have the right to establish need base
quotas stating the number of health services to be provided in each area.

Nigeri’s commitments on Financial Services under GATS

The financial service stands as the seventh service commitment in GATS. This
service was further structured in three subs: 7.A All insurance and insurance
related service. 7. B Banking and other Financial Service, 2nd 7.C Others.

According to World Trade Organization and The World Bank (2014), GATS
Schedule of Nigeria under the financial services commitment 7A state that:

. . . e
(a) All government properties are 10 be insured with the nation3
insurance corporation of Nigeri2, unless where the Read of Szt
approves in writing t0 the contrary. _ o
(b) All imports into Nigeria t0 be insured locally DY insurance mm
registered in Nigeria. ;
() An insurance broker has to obtzin
contract with foreign insurers:

W\Wmmm

Commitments under 7.A are fourin® Syt
and health insurance service (CFC 81220 4 Service awdiary 10
8129), Reinsurance and retrocession C"cnr:fgc};r:m\.
insurance, including broking and 2gencY *¢ -
1 service in GATS ©
Another commitment Nigeria has Un9€" - T:::al genvces (B
18 that consist of Banking and ot_h!f hm;ssmseﬁm
insurance) There are nine cOM juments in 31
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lunds 'mm the PUb"c

Wnd
Acceptance of deposl
ts and oth
er repayable

(a)
(CPC 81115-81119),

(b) Lending of all types, includ
factoring and financing of cm::e::;:um" credit, mortgage cred
" cuarantees and Commitments (CPC 8 1tuns:ctlon (CPC 8113). credit,
(d) financlal Leasing (CPC 8112) -
(e) All payment and money tr
ansm
payment and similar cards AN Sease, Mg UeS
L , travellers chequ .
21 3 :‘9 : ques and cheques (CPC
(" rading for account of customers (
Money mark
. et instr
:1339‘ ), Foreign exchange (CPC 8133),Transferable s:::r?t::s(g’i
1321*) and Other negotiable Instruments(CPC 81339**)

(g)  Asset management (CPC 8119%* + 81323%)
(h) settlement and clearing services for financ

securities (CPC 8133** or 81319**)
provision and transfer of financial Information and finan

8131)

jal assets Including

U clal data (CPC

t Trade In financlal services {s managed

rts and imports ©
movements and

tor (2002) opined tha

However, Vic
h restrictions on ent

primarily throug
(commerclal pre
services trade. The 1
opening of the domest
two interrelated yet d
financlal services. A country ya

yet restrict capital Inflows and outflows {rom abrod

(orelgn comP
¢ 1nternaﬂona\hation of

|fferent components
' low jgn firms into firms into its market

Services under GATS
ile the categ?
1 " 201‘). Bush\ﬂs

d by GA
en baslC services outline on
|d Trade 0rBantY L red engineern8

There are elev
classif cording ¢
led as others. AC ?vlco. Eonstruction 2% onme
o Str\fi“ nd Travel

Service, Comrnunlcntlon :
Services, Distribution service: *

' clal
financlal Service, Healt peloted anlcho pural @
telated  Service, pecreation? ser i cateon'®
Transportation services ? others €
under GATS directives:
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g:wﬁh st h\mw“h:wmwm. ::‘ n‘::“ Sgree that there i
N nn m:ake'u (AQ42) opined that mest mm“‘:‘m c:‘:“:?:m:: -
auth low T QTN and low tan effact, Heoce, the difference betwaen
oo i actual tan Cuilected o actval revenue geoecated I the tax go
Qe of The i regsons for low tan IS tax evasion, James and Nobes (20‘05
A Mt"“m" Can D viewed i twe ways: The narrowed and tho'
puoader way: The narow definiion states that tax evasion ls the Wegal
pampuiaten of 30 irdividual oc Brm's aifaiis to reduce amount of tax to be
parh A ayoader vevsion defines tan evasion as set of actions, legal or Wegal
gt iU and fiims can ad0pt o reduce thelr tax payments. Heode, for
e course of Ths soudy, laines and Nobes (2008) beoader definition of tax
avasion was adopdn dhce It gecompasses tax avoidance and aggressive tax
prainning wineh 3¢ considersd mot illegal but morally weong.

Quusia (2008), epived what the taa system I Nigeda s greatly affected by
e fedeval system hat we Qperate 3 3 nativa. In Nigedia, the fiscal powet ()
bassd ot Dwee tev T ructure that Is divided between the federal, state
and fOusl guverineods, each of which has its owe tax, Jurisdictions. In the
Mo D of taa system i Nigeria, the Dedree ne T Of 1978, created the
o SRateN PrOwISIONS which I8 known as lncuine Yox Management, This
Siguidi deave uniiied retiels and rates hroughout the countey, Hence, 1979
consyibution gave power legistate tanation of Income, profits and galns.
it - assesamant schemes Was troduced I 1892 W peevent double

hcrease
mnavein. Nowever, 1992 smeadinents consist oR
pcome DA SIOWaNCRS, ntroduction of el lvestinent allowance, tt:t:l:
withiroicling taa and [crease n the table of tax (ates ot p««mﬂ a\cc‘mmm;
The most widely based tax [ on ineawe raxation, Liabiliy W@ pﬂﬁ‘; econe
\ depend oo the domigiie o pationality

(%] CamScanner


https://v3.camscanner.com/user/download

”uﬂmMmalcmm Volume 17, No. |
v No 1201w

Wlkl‘ pexus of Taxation
15

the three theorles of taxatio
N 8% given:

W
inciples penefit approach and
equal di
qudy we considered abllity to stributio ability
pay principle N principle. Mowe to pay

L ' “ra .n thi‘

Abdlity 10 ~pay principle

as the name suggests, It says that ta
val's ablll xatlon should
‘:::’hll hlll‘\"t'lv t? e “. says that public upinz.l levied according to an
e siteenth Cen':: “‘:hﬂ' him that hath not’, The P::::I should come from
by the Swiss phllog;,h: .lbmw to pay principle was !t!:hnu::";:mm from
itical econom| ¢ Jean Jacques Rousseau (1712:17 By o
st Jean-Baptiste Say (1767 - 1 1778), the French
economist John stuart Mill (1806 - 1873). 832) and the English

MethodologyY

py the survey nature of the study It s designed to gather the opinions of

those engaged In providing. and annexing forelgn services I selected sub

on the effects of GATS In curbing Lax avoldance. The
naire to collect

survey used gpolnts PSYC
ary data from selecte provide of financial, health and education
s in llorin metropolls, Kwara St Is supported with case study
which Is designed 10 measure the |dentifie rlables In the study. This study
was therefore designed ascertal effects of General Agree™"! on
Trade In Services (0 ncredibll ty) on 12 an urban are? e
fiorin metropolls, Kwars stat attain the asurement m
exglanatory and descriPt o ordet 10 O s
causal relationships et den ( ":::':;:: ol o
used. The research 18 € s d " geveral YOO
nvestigation was SWEE atone ar time a0 7

service

The population for this udy consists & S Crere ¢
sectors as stated BY GATS I gwars St ovice cammunlam
include, Busioe gorvie® “To it :‘:‘;

these services earing se
fl‘l“d Eng "ﬁ"\d&' ”M' ’ Dﬂ‘ WI P

tducation Service grviron™ e
Cultural and Sporting garvices 170 E i
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was carried out 10 KW


https://v3.camscanner.com/user/download

18

jow present the distributi

be on of the population acc
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s/N Sectors A1 S—
1. Financlal Sector Lopulation strangily
2. Educatlon Sector SRS, | U —
3 Health Sect N L
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(Source: Fleld Survey, 2017)

sample size pDetermination

967) formula for determining the sample proportion, \he

gy using Yamane (1
sixty (60), Yaro Yamane formula 1§ exprassed

sample size for this study s
below
n = N/14N(e)2
Where n = Sample slie
N = Population
@ = lavel of slgnlficance
By using the axprasslon above,

ne71/147) (0.09)2 = 00,3

Table 3 Stratified sample from the populaton _
v |secors | sarmple s
1, | Financial 845i%%... |
-  ducation seclof )
5 Health Sectof .
e P ya ' o0
Total l
(Source: Author's computation, 201/)
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jesult and Discussion
Research Objectives

The study was
Kwara State, Nigeria is €

hvpothsised that there is 0
avoidance in revenue system.
i ot ThETE 5 2

Table 4 shows that R-squaré e is 0.
¢ yariabies (Openn=ss
cosfhioe : jorarmirasion Ly

strong effect O
avoidance. This M
which is 0.802 implies that 80-
Opencredibiliw in the odel while the remaining -
variables outside e model of W no giderad.

Mode! R
1 895
Source: Researche
Predictors: lConstant\. gcono™ )
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and credibility: foreigh
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onclusion and Recommendati

heage in tax a\::;:t?:cem o redibility makes individuals and firms to
o . Tt s important foc Nigerta as a nation

otential costs and benefits of opening education and to assess the
n understanding will enable us toO improve our WNWW.MM
SATS and to take necessary domestic measures to offvet any potentially
dverse consequences. )

nﬂve“m'dsofna-ieH‘mln,w\dmmwwm“ ra—
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WYWMWMMMMmedwm
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