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ABSTRACT 

This study examined the effect of lease option on economic development in Nigeria. The study 

employed Ex-post facto research design because secondary data were used and data were collected 

from quoted leasing firm on the Nigeria Stock Exchange from 2009-2017. In the course of the 

research, two research objectives were formulated and the two research questions that guided the 

research were accordingly converted into null and alternative hypotheses. These were tested at 5 

percent significance level and 7 degree of freedom. The data collected were analyzed with the aid of 

Ordinary Least Square (OLS) multiple regression technique. The findings from this study showed 

that there is a significant positive correlation between finance lease, operating lease and gross 

domestic product for the period that was reviewed. Based on this, it was concluded that leasing firms 

play a significant role in the attainment of economic development. This is obvious from the result 

because the growth of any economic is a function of availability of equipment and other 

infrastructural facilities that are available for business to thrive. It was therefore recommended that 

government should encourage the development of leasing firms to continue to make equipment and 

other facilities needed by firms especially those with poor credit history and entrepreneurs to have 

access to machines/equipment through any of the leasing option convenient to them. (218) 

KEY WORDS: Leasing option, rationale for leasing sector development and leasing in emerging 

economies. 

1.1 INTRODUCTION 

Over the years, leasing has been an alternative means of financing some facilities such as: 

equipment, plant and business vehicles that are needed by organization because they always seek for 

ways of reducing costs of operations especially when it comes to the purchase of non-current assets 

(Osaze, 1993). Nowadays the necessity of researches on economic growth is supported with its 

importance in reducing worldwide poverty, improving living standards and providing progress. 
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Researchers seek to get a deeper understanding over the factors of growth, both economic (change in 

technology and inputs factors) and noneconomic determinants (political freedom, human capital 

development, etc.)  Economic literature pays special attention to innovation and technological 

upgrading, as the key factor of increasing the growth and its quality. The view that productivity 

growth is the main driver of long-term growth leads to creation of technological upgrading strategies 

in developing countries and affects the growth in short and long terms (Nurutdinov, 2000). Leasing 

is one of the means of financing some equipment that are very expensive and some assets that are 

finance through finance lease requires straight-up purchase if the firm that is seeking for such assets 

enter into the contract through finance lease which will give the entity concern, the opportunity to 

purchase the asset or equipment after the terms of the contract. Since it is a financing decision, 

corporate managers need to examine their decision critically before implementing the decision of 

lease financing (Mohammed & Shamsi, 2008).  

Fundamentally, it is asset-based financing with the asset providing (in most situations) the 

security for the financing. Leasing institutions (lessors), whether banks, leasing companies, insurance 

companies, equipment producers or suppliers, or nonbank financial institutions purchase the 

equipment that has usually been selected by the lessee, and then allow the lessee use of that equipment 

for a specified period of time. For the duration of the lease, the lessee makes periodic payments to 

the lessor, at an agreed rate of interest and in an agreed currency. At the end of the lease period, the 

ownership (title) in the equipment is transferred to the lessee at a pre-agreed residual value, or the 

equipment is returned to the lessor, which may then sell it to a third party or declare it worthless and 

obsolete t(Bierman,2005). 

Leasing is another means of financing some expensive equipment needed by organizations 

and as such, it is referred to “as asset based financing” (Burgress, 2002).  This is because leasing 

decision is center on the ease of securing the needed asset or equipment on time and the cash flow 
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that the asset will generate (Berger & Udell, 2005). This obviously showed that in a leasing contract, 

there is a separation between the owners of an asset (the lessor) from the economic use.  Possession 

of the asset/equipment through lease contract may or may not pass to the lessee at the end of the lease 

period.  But the main duty of the lessor is to finance the purchase of the equipment needed by the 

lessee after the selection of the equipment by the lessee by determining it performance and the 

suitability to their business activities (Salam, 2013). 

With reference to the requirement of the International Financial Reporting Standards 17, lease 

accounting deals with the appropriate criteria for the recognition and the measurement of lease assets 

with consideration to the lessee and the lessor. This is because the distinction between a finance lease 

and operating lease must be clearly stated and the accounting treatment must be apply appropriately 

through International Accounting Standard (IAS) 17. In its simplest form, leasing is a means of 

providing access to finance and may be defined as a contract between two parties wherein one party 

(the  lessor) provides an asset for use to another party (the lessee) for a specified period of time in 

return for specified payments. But the distinction between finance and operating leases has been 

removed by the introduction of IFRS 16 which now gave the lessor under operating lease contract 

the opportunity to record the assets in the statement of financial position rather than treating any asset 

as off statement financial position transaction. 

Since 1950 leasing has been on and prior to this period it was mainly connected with real 

estate such as: land and building, but now it is possible for firms to lease all kinds of assets to carry 

out their operations effectively (Hassan, 2009).  In this era, firms can lease all types of assets and 

equipment like: Machines, computers, photocopy machines, printers, Trucks, vehicles, aircrafts, slips 

and even vessel. Business organizations operations are organized in such a way that it will generate 

enough cash flows to meet their obligations by expanding existing business, acquisition of new assets, 
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replacement of assets, payment of salaries and maintenance of existing facilities- the need for 

adequate financing is imperative to meet their obligations (Hassan, 2009). 

 

1.2 Statement of the problem 

 Lease financing is meant to help ameliorate the growth of business enterprises both in the 

developed and developing countries due to accessibility compare to loan that will requires some 

rigorous procedures before getting it. The international Finance Corporation (IFC) has been actively 

promoting the role of a vibrant leasing sector in developing countries, through a combination of 

policy and regulatory advice, awareness-raising, and investments in equity, debt and structured 

finance facilities in leasing companies and banks. This is because lease financing has proven to be 

an important tool to provide access to investment finance for Small and Medium Enterprises (SMEs), 

especially in emerging economies where SMEs provide strong growth and employment 

opportunities, but lack access to financing due to a limited development of capital markets and 

banking sector. 

 Many countries face structural obstacles in developing a leasing industry–the absence of 

clearly defined and predictable laws and regulations governing leasing transactions, unclear 

accounting standards, and lack of an appropriate tax regime, impaired funding abilities, and/or the 

absence of an appropriate regulatory and supervisory framework. It is very disheartening that despite 

the enabling laws that are in place to help regulate the activities of leasing firms, some firms still fine 

it very hard to operate well due economic challenges that have been unfavorable to enable leasing 

companies as result causing incessant litigations between the lessor and the lessee as a result of 

contradictory legislation, which can be subject to widely different interpretations, is often the worst 

possible outcome.. 
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The obvious is that, for leasing companies to thrive in any society, there is need for such society to 

consider it pertinent to have well-defined laws that that will encourage leasing companies and in the 

same vain encourage SMEs to mitigate rate at which the lessor and the lessee failed to meet up the 

contract terms due lack of funds and other economic challenges.  Therefore, it is pertinent to evaluate 

the effect of lease options on national development and provide answers that will help address the 

challenges of lease financing.  

 

1.3 Objective of the study 

The main objective of this study is to examine the effect of leasing options on national development 

and other specific objectives the study examines are: 

1. To measure the relationship between finance lease on gross domestic product 

2. To evaluate the effect of operating lease on gross domestic product. 

2.1 Theoretical framework 

2.1.1 Finance contracting theory (Grossman and Hart 1982) 

The finance contracting theory that was formulated by Grossman and Hart (1982) placed 

serious emphasis concerning the types of financing arrangement that are made between financiers 

and the firms that want finance.  The firm’s characteristics are some vital factors that are taking into 

consideration and how it affects contracting costs and choice of leasing as in financing equipment.  

The theory was anchored with the Modigliani and Miller theory which holds that in an ideal business 

environment, organizations are indifferent concerning the source of finance. The theory of financial 

leasing is anchored on the differential tax position of the lessor and the lessee as the main reason for 

leasing.  The principal issue is that, if a firm is not in a position for tax payment for the acquired 

assets, and at the same time the tax benefits may be transfer indirectly to the lessee through smaller 

lease payments. 
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Financial contracting if well design can improve firms’ performance through three ways: first, 

the contracts risks can be transfer to those who can bear such risks with less burden, the contracts 

will affect the incentives of the contracting parties in the business. Second, the firms involved we 

afford positive incentives for agents to take value maximizing actions and third, it is possible for a 

firm to move tax burdens from heavily taxed to less taxed parties.  It is possible for organizations to 

make decision, and choose as many financial contracts balance risk–sharing, incentives and efficient 

tax consideration.  These can be common stock or preferred stock, debt which ranks based on 

maturity and financial and operating leases (Mehran, Taggart & Yermack, 1999). 

2.1.2 Pecking order theory (Myers and Majluf, 1984) 

The pecking order theory that was put forward By Myers and Majluf (1984) opines that when 

there is information asymmetry firms will adopt a pecking order approach to financing any project 

that they intend to embark on. This is as a result of the asymmetry information available to business 

managers relative to external parties or outsiders, corporate managers we consider it optional to 

maintain reserve borrowing level and disdain external equity market. These obviously show that 

firms preferred retained earnings when considering the means to finance a project before debt 

financing and the consideration to use new stock offering will be the last option. And in the selection 

of the source to finance an asset using the array of sources available, the best sources that will 

generate enough cash flows are considered first (Donaldson, 1961). 

The pecking order theory is one theory that is widely used and as such, the implication is that 

for capital structure consideration, each individual capital structure will show historical profitability 

and growth not the predetermined optimal mix of equity and debt. Baskin (2002) and Toy, Arthur, 

Lee, Richard and Theo (2001) stated that there is strong correlation between debt ratios and growth 

and negatively related to the availability of internally generated revenue/profitability.  The lacuna 

created by previous literatures which omit the impact of leasing on Profitability and growth on leasing 
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from the models resulted to potentially serious misspecification issues and causes significant tests 

questionable. 

However, the pecking order theory holds that leasing is assumed to be positively related to 

Profitability over some period and positively related to asset growth.  But from available studies, 

there is no certain models of the determinate of lease used, some scholars holds that there are certain 

factors that need to be taken into consideration , the tax bracket of lease has been considered by 

researchers  as one factors when firm use lease. This is due to the fact that leasing give organizations 

with zero or low marginal tax rates to transfer unusable tax shields to tax paying lessors in exchange 

for lower or small payments for the lease assets or equipment (Toy et al, 2001). 

2.2 Leasing option: Finance v. Operating Leases  

To date, the International Finance Corporation (IFC) has focused mainly on the development 

of financial leasing. This is the primary stage in leasing development in most emerging and 

transitional economies. Operating leases can be equally important in the long term, but for various 

reasons are generally typical of a later stage of development. IFC has been involved in the creation 

of leasing legislation in many countries and is aware of the important nuances that exist in the drafting 

of these laws in each country to ensure that the interpretation reflects legal objectives. With reference 

to the requirement of the International Financial Reporting Standards 17, lease accounting deals with 

the appropriate criteria for the recognition and the measurement of lease assets with consideration to 

the lessee and the lessor.  

The distinction between a finance lease and operating lease must be clearly stated and the 

accounting treatment must be apply appropriately through International Accounting Standard (IAS) 

17.  But the alteration that was made with the introduction of International Financial Reporting 

Standard ((IFRS) 16, operating lease is no longer off statement of financial position transaction since 

the lease is now required to report any asset under operating lease but with some exemptions 
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depending on the period and the class of the under lease. A finance lease is a contract that allows the 

lessor, as owner, to retain legal ownership of an asset while transferring substantially all the risks and 

rewards of economic ownership to the lessee (Adekunle, 2005).  A finance lease may also be termed 

a full payout lease, as the leasing payments made during the term of the lease will repay all of the 

original cost of the asset plus the interest charged by the lessor. While an operating lease is a contract 

that allows the lessor, as owner, to retain legal ownership of an asset but allows the lessee to enjoy 

the economic use of the asset for a predetermined period before returning the asset to the lessor. 

2.3 Rationale for Leasing Sector Development  

Leasing provides a means to deliver increased domestic investment within economies. By 

developing additional financial tools such as leasing or mortgages, countries are able to deepen the 

activities of their financial sector by introducing new products and/or industry players through

effective management strategy that helps driver economic activities both in the private and public 

sector remained prime factor robust economic activities to thrive (Alan, 2008). Although leasing is 

used as a means of asset financing by all business types from micro to global for assets worth from 

tens of dollars to those worth tens of millions of dollars, its key benefit is the access it provides those 

without a significant asset base: leasing enables small enterprises to leverage an initial cash deposit, 

with the inherent value of the asset being purchased acting as collateral. These small businesses do 

not have other assets that could serve as collateral for loans or other types of secured lending within 

countries where unsecured lending is not an option.  

 Developing leasing allows smaller scale entrepreneurs to become more economically active 

by enabling access to finance—and subsequently, access to income-producing assets. Also, leasing 

offers an important advantage in countries with weak business environments, particularly those with 

weak creditor’s rights. The need for leasing sector development is crucial matter that many countries 

are showing great concern due to the positive impact on economy development. The evidence from 
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the study of (Fleming 2004) on the leasing industry’s impact on the economy with the aid of primary 

data revealed that leasing is very crucial to the U.S. economy, and the businesses that comprise it. It 

was also observed that commercial equipment leasing is a real and considerable boon to the U.S. 

economy. The U. S. Economy shows that over the 1997-2002 period, the equipment leasing industry 

indicators are: 

1. Produced between $100 billion and $300 billion additional real GDP;  

2. Produced between $227 billion and $229 billion additional real equipment investment; and   

3. Created between three million and five million additional jobs. The magnitudes are substantial. 

The impacts on real GDP range from 1-3 percent and are not trivial, particularly in light of the effect 

on real equipment investment.  

Equipment investment in the U.S. economy is on the order of $850 billion, roughly half of total 

investment. The study’s estimates suggest that over 25 percent of annual equipment investment is 

attributable to equipment leasing activity.  

 

2.4 Leasing in Emerging Economies  

Emerging economies almost always have an undercapitalized banking system that can only 

offer its potential clients a limited range of products. For their part, the SMEs in emerging economies 

possess insufficient collateral or credit history to access more traditional bank finance. This results 

in a shortage of credit being available to domestic entrepreneurs. Developing the leasing sector as a 

means of delivering finance increases the range of financial products in the marketplace and provides 

a route for accessing finance for businesses that would otherwise not have it, thus promoting domestic 

production, economic growth, and job creation as a catalyst for national development. It remains 

critical to develop a vibrant leasing industry in countries where it does not exist. Leasing fosters 

capital market with robust economic development and job creation, by providing access to financing 
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to micro, small and medium businesses that often cannot access other forms of financing (Muthee, 

2007). Leasing activity is examined both at microeconomic level, for which it has a direct impact, as 

well as at macroeconomic level for which it has both direct and indirect influence (Howard, 2000). 

Many developing countries suffer from weak or imperfect legal institutions. Although in 

principle secured lending and leasing should be roughly equivalent in terms of risk, experience in 

many jurisdictions has shown that legal ownership is recognized by all participants, especially courts, 

more readily and consistently than secured lending. This can reduce the risk to lenders (lessors) 

considerably. The value of this advantage of leasing should not be underestimated, particularly in 

more challenging environments. This explains why leasing is particularly advantageous for young 

companies, as well as small and medium businesses that do not have a lengthy credit history or a 

significant asset base for collateral since the main duty of the lessor is to finance the purchase of the 

equipment needed by the lessee after the selection of the equipment by the lessee by determining it 

performance and the suitability to their business activities (Salam, 2013). Furthermore, the lack of a 

collateral requirement with leasing offers an important  advantage in countries with weak business 

environments, particularly those with weak creditors’ rights and collateral laws and registries—for 

instance, in countries where secured lenders do not have priority in the case of default. Because the 

lessor owns the equipment it can be repossessed relatively easily when the lessee fails to meet lease 

rental obligations without having too adverse effect on the operation of business activities. 

2.5 Importance of lease

For the purpose of clarity many scholars have considered it pertinent to summarized the merits 

or the advantages of leasing since some firms preferred it to financing assets against non-leasing debt 

option.  These merits considered by some authors are categorized into six: accounting treatment: tax 

saving; borrowing: repayment; risk sharing and other reasons (Thomson, 2015 and Day, 2000). 
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1. Accounting treatment: presently, it is International Accounting Standards (IAS 17) 

that guide firms on how to treat lease financing. The standard required that finance 

lease should be capitalized because it is treated as an asset in the statement financial 

position.  But operating leases is favour due to the off statement of financial position 

nature because rental payments are treated as an expense in the profit and loss account.  

As such the lease assets and the liability does not appeared in the statement of financial 

position (Thomson, 2005) and also operating lease which is liability, capitalizing its 

will enhance total earnings  before interest tax depreciation and amortization which 

will only make the financial position of the firm stronger.  

2. Tax savings: since the ownership and the authorization to claim capital tax allowance 

on qualifying plant and machinery remains with the owner (the lessor), if the lessor 

utilized the capital tax allowances than the lessee, then intending leases may be allured 

with the offer of lower rental payment (Thomason, 2005 and  Day, 2000 ). The tax 

saving on behalf of the lessee may still increase despite the asset does not meet the 

conditions for capital allowances due to the fact that lease rentals paid are tax 

deductible.  But the increased in the costs of rentals paid are tax deductible.  But the 

increase in the costs of rentals is imposed to compensate the owner (the lessor) for the 

absence of capital/allowances.  As such, it may reduce tax saving but leasing will still 

be potentially good to the lessee.  This situation is valid if the lessee makes rental 

payments for commercial buildings and if the lessor is of non-tax paying status 

(Thomson, 2005 and Day, 2000). 

3. Borrowing capacity: some times when the credit worthiness of firm for them to 

borrow is below the requirements of the firm they intend to seek funds from firms we 

resort to leasing because it is used to increase the firm’s ability to borrow if corporate 

managers discovered that leasing obligation is less expensive and its does not involved 
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debt capacity as against non-leasing debt alternatives (Day, 2000) leasing is favour 

because its contain less stringent requirements and thus have less effect on getting 

future finance (Thomson, 2005 and Day, 2000). 

4. Repayment: leasing is considered favourable because of the cash flows consideration 

and it also aid 100% finance for equipment with a limited deposit of a rental payment 

in advance.  The flexibility of leasing agreement and the incorporation of features of 

repayment that are taken into consideration because fluctuations in cash flows are the 

good features of leasing to firms as an alternative source of financing capital assets 

(Thomson, 2005 & Day, 2000) 

5 Risk sharing reasons: it is obvious that firms favour operating lease because it reduce the risk 

associated to an asset and also provide flexibility for firms to get modern or upgraded assets 

or equipment to facilitate their activities (Thomson, 2005 and Day, 2000).  In a situation that 

the owner of the assets have diversified portfolio, it means the costs of obsolescence can be 

borne more cheaply, reflected in the rental payments cost and the lessor will have good 

opportunity of acquiring modern equipment or assets for their numerous lessee (Thomson, 

2005& Day, 2000). 

1. Better focus on resources on firms main business; business organizations strive to enhance 

their core competencies and as such, they detest getting entangled and spending their firms 

resources executing tasks that are unfavourable to their competencies, so back offices are 

very important for any organization daily duties. The operation of back office entails 

effective maintenance with the best facilities and as such, leasing granting firms the source 

of obtaining the best facilities. (Thomson, 2005 and Day 2000). 

2. Competitive benefit: The business environment is growing rapidly with the aid of improve 

in technologies and for any organization to keep their clients, provision of high quality  

goods or services is the key to the success of an organization, and providing every goods 
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or services at cheap prices with the needed facilities is important.  So business that is not 

doing well because of assets or equipment to provide quality goods and services can do 

that through leasing and compete with other firms in the sector favourably.  So 

organizations are sustained by strategies that exploit internal strengths through responding 

to environmental opportunities, while neutralizing external setbacks and avoiding internal 

weaknesses (Thomson, 2005 and Day, 2000). 

 

3.1RESEARCH METHODOLOGY   

 The researchers adopted Ex-post facto research design because direct control of the variables 

was not possible. The research merely studied the independent variables in retrospect to establish 

relationship and the influence on the dependent variable. The researcher made use of quoted leasing 

company data on the floor of the Nigerian Stock Exchange from 2009-2017. The sampling technique 

that was adopted for this study is the convenience sampling technique because only quoted company 

was used for the analysis due to availability of data for the analysis.  

The model built for this study relied on the finance contracting theory that was propounded by 

Grossman and Hart (1982) which placed serious emphasis concerning the types of financing 

arrangement that are made between financiers and the firms that want finance.  The firm’s 

characteristics are some vital factors that are taking into consideration and how it affects contracting 

costs and choice of leasing as in financing equipment. The regression model that was adopted in 

stated as:  

GDP=f (FL, OL)………………………………………………………… (1)  

Where; GDP = Gross Domestic Product = Finance lease FL = Operating Lease GDP. 

The Ordinary Least Square of the equation is stated thus:  

GDP = bo + b1FL + b2OL e……………………………………… (2)  



Proceedings of the 8th International Conference of Accounting and Finance 
Research Association (AFRA), held 4th – 6th November, 2018 

 
 

678 
 

Where; GDP = Dependent variable FL and OL = Independent variables bo = unknown constant to 

be estimated b1 and b2 = unknown coefficient to be estimated e = stochastic error   

4.1 ANALYSIS OF RESULT 

TABLE 4.1 

REGRESSION RESULT 

Variable Coefficient Standard Error t-statistic Probability 

C -1.26E+08 44450604 -2.837680 0.0297 

FL 0.044673 0.013596  3.285719 0.0167 

OL 0.018696 0.02986  6.260306 0.0008 

R-Squared                             0.867306 

Adjusted R-squared                0.8.23074 

Standard error of Regression   12832309 

F-Statistic    19.60833 

Probability (f-statistic)  0.002336 

Durbin-Watson statistic  2.684976 

Source: see regression result (Appendix). 

 

The result in Table 4.2 shows that the R2 is 0.87 and adjusted R2 is 0.82%, this means that the 

independent variables (FL and OL) that were used in this study captured 87% of the variation in the 

dependent variable while the remaining 13% was captured by the stochastic error term or other 

variables not included in the model. The adjusted R2 further attest that there is goodness if fit of the 

parameters of estimate. It obviously indicate that the actual variation that was explained by the 

independent variables (FL and OL) was 82% of the variation in the dependent variable (AI), while 

the remaining 18% was accounted for by the stochastic error term.  
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Testing for the statistical significance of the econometric variables that were used in the study 

using the t-statistics or the individual parameters in the model, the constant term entered the model 

with a positive sign and the individual t-statistics as shown in this study based on the result that was 

generated from the software showed that FL and OL were significant at 5% significance level at 8 

degree of freedom because the calculated t-statistics value if 3.285719 and 6.260306>1.943 the table 

value. Testing for the overall significance of the econometric model as per the ANOVA on the F-

statistic, the result of the F-statistic is 19.60833>4.76 the table value. This further affirmed that the 

model used in the study fit the data well and it is in agreement with the econometric theory.  

The Durbin-Watson statistic ranges from 0 to 4 and the decision rule is that, a value near 2 

indicates non-auto- correlation; a value towards 0 indicates positive auto-correlation and a value 

towards 4 indicate negative auto-correlation. Since K= 3 variables, n=9years at 5 percent significance 

level, the calculated DW=2.684976, d1=0.525 and dv-2.016. Going by the rules, the model used in 

this study is free from auto-correlation because the calculated value is within the accepted range. 

Hypotheses that were formulated in the study were tested with 5 percent level of significance 

and with 95 percent level of confidence. The hypotheses are as follows:  

1. Ho: There is no significant relationship between finance lease and the gross domestic 

product of Nigeria;   

H1: There is a significant relationship between finance lease and gross domestic product 

of Nigeria;   

With references to table 4.1 using the t-statistic to test the significant of the estimated 

coefficient, the calculated t- statistic is 3.285719 and the table value 1.943 at 95 percent confidence 

level.  The calculated value=3.285719>1.943 the table value using 7 degree of freedom at one tail, 5 

percent level of significance.  The alternative hypothesis of significant relationship is accepted, while 
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the null hypothesis of no significant relationship is rejected.  This implies that there is significant 

relationship between finance lease and GDP of Nigeria. 

2. Ho: There is no significant relationship between operating lease and gross domestic 

product of Nigeria; 

H1: There is a significant relationship between operating lease and gross domestic product 

of Nigeria; 

With references to table 4.1 using the t-statistic to test for the significant of the estimated 

coefficient, the calculated t- statistic is 6.260306 and the table value 1.943. The calculated value 

=5.269343>1.943  the table value using 7 degree of freedom at one tail, 5 percent level of 

significance, the alternative hypothesis is accepted, and the null hypothesis of no significant 

relationship is rejected.  This implies that there is significant relationship between operating lease 

and gross domestic product of Nigeria.  

In addition to the t-statistic, the F-statistic was also used to test the significant of explanatory 

variables on the dependent variable.  

Decision rule: 

If the calculated F=value <tabulated table value, accept Ha; and  

If the calculated F – value > tabulated table value accept Ho. 

Since V1 = k-1 and V2 =n-k degree of freedom. From the result in table 4.1the calculated 

value of the F-statistic is 19.60833 and the table Value is 4.76.  Since the calculated value = 

19.60833<4.76 the table value, it means that the overall variables are significant as per the ANOVA 

on the F-statistic.  Therefore, the alternative hypothesis of significant relationship is accepted and the 

null hypothesis of no significant relationship is rejected.  
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4.2 Discussion of findings 

Based on the data that were analyzed and tested using the various statistical indicators to 

measure the level of correlation and significant relationship, it was discovered that from the adjusted 

R2 which is more considered as the best indicator to test the degree of correlation in multiple 

regression analysis that there is a high level of correlation between the independent variables and the 

dependent variable.  This is clear indication that the two variables (finance lease and operating lease) 

of the company used for the analysis shows that there is positive correlation between the explanatory 

variables and the dependent variable. The t-statistics of: finance lease and operating lease shows that 

there a significant relationship between the explanatory variables and the dependent variables used 

in this study. The F-statistic further buttressed the result of the t-statistic because it shows that there 

is significant relationship as per the entire variables. 

The findings of this study are in conformity with findings of the study that was carried out by 

Vakhitov and Zamaletdinov (2014) on Leasing as a factor of economic growth. During the study a 

direct correlation between the index of material consumption and economic growth rates was 

recognized. Replaced equipment is generally more economical in terms of material and energy 

consumption, these ones will therefore be continuously improved, which ultimately has a positive 

effect on economic growth. Ultimately, leasing activity has a positive effect on the value of 

macroeconomic indicators, including economic growth.  Also the study that was conducted by 

(Fleming 2004) on the leasing industry’s impact on the economy with the aid of primary data 

revealed that leasing is very crucial to the U.S. economy, and the businesses that comprise it. It was 

also observed that commercial equipment leasing is a real and considerable boon to the U.S. 

economy. 
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5.1  Conclusion  

In the course of this research, many works were consulted both local and international studies 

and most of the works indicated that there is positive correlation and significant relationship.  So 

based on the variables that were used in this study, evidence have shown that finance lease, operating  

lease are very crucial for the development of any economic considering `the fact in this era the many 

economy are driven by entrepreneurs who are determined to contribute to the DGP. So making 

available equipment and other facilities needed for business to thrive by ensuring that the leasing 

industry in Nigeria is given the attention it deserve is very pertinent. The position of this study is 

conformity with many studies that have been conducted in Nigeria and outside the shores of this 

country especially that of the U. S. economy.  

5.2 Recommendations 

With reference to the findings of this study and considering the impact of the explanatory 

variable, the following recommendations were made: 

1. The regulatory body that is regulating leasing activities in Nigeria should encourage more 

companies through workshops to embrace lease financing and also the body responsible for fiscal 

and monetary policy should pay more attention to economic indices especially the interest rate and 

formulate workable policies that we address the present economy menace due to the enormous 

increase in dollar to naira. 

2. Also, there is for major leasing firms with the capacity to carry out an aggressive campaign to 

correct misperceptions and heighten awareness of leasing and its many benefits to commercial 

organizations. Through placing positive articles in leading industrial, business and financial 

publications; making sure the industry’s side of the story is told in independent articles; and providing 

marketing resources to member companies, and  
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3. Government of Nigeria should create enabling laws that will enhance the operation of leasing 

companies in Nigeria through provision of tax and excise duties relief so that unnecessary burden 

will not be transfer to the lessor. 
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Appendix 

Dependent Variable: GDP   

Method: Least Squares   

Date: 10/02/18   Time: 11:34   

Sample: 2009 2017   

Included observations: 9   

Variable Coefficient Std. Error t-Statistic Prob.   

C -1.26E+08 44450604 -2.837680 0.0297 

FL 0.044673 0.013596 3.285719 0.0167 

OL 0.018696 0.002986 6.260306 0.0008 

R-squared 0.867306     Mean dependent var 59037341 

Adjusted R-squared 0.823074     S.D. dependent var 30507672 

S.E. of regression 12832309     Akaike info criterion 35.83403 

Sum squared resid 9.88E+14     Schwarz criterion 35.89977 

Log likelihood -158.2531     Hannan-Quinn criter. 35.69216 

F-statistic 19.60833     Durbin-Watson stat 2.684976 

Prob(F-statistic) 0.002336    

 

 

 

 

 


