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ABSTRACT  

This mixed-methods study examined the influence of lease financing on the financial 

performance of 11 commercial public service enterprises (PSEs) in Namibia over 10 years 

(2013–2022). The research aimed to assess the extent of lease financing adoption, identify 

factors influencing its use, and examine its effect on financial performance, measured by return 

on assets (ROA). Objectives included analysing the roles of gearing, liquidity, taxation, and 

firm size, with firm size as a moderating factor. The methodology combined quantitative 

analysis of published financial data with qualitative insights from a stakeholder survey 

conducted via online questionnaires using Google Forms. Findings indicate that lease financing 

is prevalent among Namibian PSEs, particularly in capital-intensive sectors, due to its liquidity 

and cash flow benefits. However, it is associated with a slight negative influence on ROA, 

suggesting that long-term costs may offset short-term advantages. Larger firms manage lease 

obligations more effectively, reducing negative effects. Taxation and liquidity constraints 

significantly drive lease financing decisions, with tax benefits acting as a key incentive. 

Gearing levels also influence adoption, highlighting the need for balanced debt management. 

The study concludes that lease financing is a valuable tool for PSEs but requires strategic 

management to ensure long-term financial sustainability. Key recommendations include policy 

reforms to increase leasing awareness, regulatory support for transparent lease agreements, and 

financial literacy programs for PSE managers to optimise leasing strategies. This research 

contributes to understanding alternative financing mechanisms in developing economies and 

offers practical insights for policymakers and financial managers in Namibia. 

Keywords: Lease financing, financial performance, Public Sector Enterprises (PSEs), 

Namibia, Gearing, Liquidity, Taxation, Firm size, Return on assets, IFRS 16. 
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CHAPTER 1: INTRODUCTION AND BACKGROUND 

 

1.1 Introduction 

Drawing on the Modigliani-Miller (MM) 1958 theory as a foundational framework to understand 

capital structure decisions, the study explores the intricate dynamics of lease financing within 

Namibian public sector enterprises (PSEs). The study assesses how lease financing mechanism 

influences financial performance, measured as return on assets (ROA), amidst global trends towards 

innovative financing strategies. In a world where public sector entities increasingly sought 

sustainable financial solutions to balance operational efficiency and financial constraints, Namibian 

PSEs face several challenges. These include limited access to capital markets and poor financial 

performance, which results in reliance on government bailouts (Limbo, 2019; Marenga, 2020). 

Guided by a pragmatist philosophy, the study addresses critical questions about the efficacy of lease 

financing, its determinants, and its implications for policy and practice, contributing to global 

discussions on public sector financial management. 

This chapter outlines the research context, problem statement, aim, objectives, questions, and 

hypotheses, emphasising the firm size’s moderating role. It introduces the research strategy, 

theoretical framework, and the study’s significance for enhancing PSE financing strategies in 

Namibia and beyond. Assumptions, limitations, and delimitations are discussed, key terms are 

defined, and a study outline concludes the chapter, providing a roadmap for the reader. 
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1.2 Overview of the Study Background and Context 

In Namibia, PSEs face significant financial constraints, limiting their ability to raise capital through 

budgetary allocations, internal revenue, loans, or bond issuance (Marimuthu, 2021). Lease financing 

offers an alternative, enabling PSEs to optimise their debt-equity balance while maintaining 

liquidity (Cosci et al., 2015). PSEs are essential instruments for governments globally to achieve 

developmental objectives and implement public policies in targeted sectors (Limbo, 2019; Marenga, 

2020; Marimuthu, 2021). In Namibia, commercial PSEs are expected to contribute to economic 

growth and service delivery while operating with sustainable profitability, like the private sector 

companies (Ministry of Finance and Public Enterprises, 2023). However, many PSEs in Namibia 

struggle to meet these strategic objectives, often underperforming and continually relying on 

government subsidies rather than generating shareholder value (Marimuthu, 2021). As of 2024, two 

out of the 23 commercial PSEs in Namibia are under liquidation or judicial management, and 11 

others have received N$4.5 billion in government subsidies over the five years between 2016 and 

2021, highlighting that they were financially constrained and dependent on government funding 

(Minney, 2019).  This reliance on subsidies limits the government’s ability to allocate funds to other 

critical areas of development (Limbo, 2019). Given these challenges, lease financing can be a 

potential solution for PSEs to access essential assets without the burden of heavy upfront capital 

and maintenance costs (Bello et al., 2016; Michiels et al., 2021) and hence improve efficiencies due 

to reduced obsolete assets, providing a means for PSEs to potentially improve financial performance 

(Kibunja & Fatoki, 2020). This study, therefore, seeks to assess the influence of lease financing on 

the financial performance of PSEs 
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Corporate financial performance, an aspect of corporate financial sustainability, is critical for 

shareholder wealth maximisation and financial health, achieved when a company’s return on capital 

exceeds its cost of capital (Minhat & Dzolkarnaini, 2016). In the literature on organisational 

financial sustainability, the financial health perspective is most directly aligned with the concept of 

organisational financial performance (Kuttu, 2024). This perspective emphasises the use of key 

financial indicators such as revenue diversification, cost-efficiency, profitability, liquidity, 

solvency, and long-term financial viability as foundational to sustainability. This perspective on 

financial sustainability views strong financial performance not merely as an end, but as a necessary 

condition for organisational continuity, adaptability, and strategic autonomy (Akingbola & 

Domanski, 2022; Kakati & Roy, 2021). Scholars adopting this lens often draw on financial 

management theory and the resource-based view (RBV), arguing that internal financial resources 

and capabilities are critical in enabling organisations to invest in innovation, navigate funding 

uncertainties, and withstand external shocks (Gugong, 2023). Besides, improved financial 

performance enhances organisational credibility with donors, investors, and stakeholders alike, 

thereby reinforcing broader organisational legitimacy and long-term sustainability (Young et al., 

2021). Thus, while financial performance is not the only determinant of sustainability, it serves as 

a core operational indicator through which the resilience and strategic capacity of the organisation 

are made visible and measurable. Often, scholars draw on financial decision-making frameworks 

embedded in corporate finance, such as capital structure theories, investment appraisal models, and 

working capital management principles, to assess and document the financial health dimension of 

organisational financial sustainability (Gugong, 2023; Young et al., 2021). Therefore, by adopting 

the financial health perspective of organisation financial sustainability, this study explored the 

concept of organisation financial performance by linking it to lease financing. 
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In leasing contracts, legal ownership of assets is separated from their use, allowing lessees to benefit 

from assets while lessors retain ownership (Paik et al., 2020). Unlike traditional debt, leasing avoids 

large upfront payments, improving cash flow and liquidity for financially constrained PSEs (Minhat 

& Dzolkarnaini, 2016; Omete & Kajirwa, 2016). This aligns with contemporary financial theory 

emphasising minimising capital costs and optimising capital structure to enhance financial 

performance and shareholder value (Sindani-Wafula et al., 2016; Hermanto et al., 2021). Empirical 

evidence suggests that lease financing improves financial flexibility and operational efficiency 

(Wong & Joshi, 2015). The adoption of International Financial Reporting Standards (IFRS) 16 has 

increased the need for transparency by requiring lease obligations to be reported on financial 

statements, thereby influencing the Statement of Financial Position and financial performance 

(Sbaih et al., 2023). 

This study examined the influence of lease financing on the financial performance of selected 

Namibian PSEs, assessing its extent as an alternative financing source and the factors affecting its 

adoption. It aims to determine whether lease financing can reduce over-reliance on government 

subsidies and support PSEs’ long-term financial objectives. 

1.3 Problem Statement 

According to the pecking order theory, firms prioritise internal funds, followed by debt and leasing, 

before resorting to external equity due to asymmetric information and agency costs (Grace et al., 

2020; Guizani, 2020). Leasing encourages efficient resource use, helping managers to avoid 

wastage and meet financial obligations to optimise performance (Minhat & Dzolkarnaini, 2016). 

Leasing theory suggests that financially distressed firms prefer leasing over conventional debt to 

support operations (Eisfeldt & Rampini, 2009; Li & Yu, 2023). 
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Despite this, Namibian PSEs face financial constraints, relying heavily on external equity and 

government subsidies, which hinder shareholder wealth maximisation and lead to poor financial 

performance (Zaher, 2010). From 2015 to 2020, a few PSEs provided dividends to the government 

(Marenga, 2020). For example, recently, the Namibia Institute of Pathology’s (NIP) use of leasing 

over direct asset purchases has raised questions about its influence on financial performance (Smith, 

2024). Similarly, Trans Namib’s N$2.6 billion government-guaranteed loan to acquire locomotives 

highlights unsustainable reliance on government subsidies (Ministry of Finance and Public 

Enterprises, 2023). Thus, it is argued that effective use of lease financing can significantly enhance 

the financial performance of Namibian PSEs by providing a viable alternative to equity financing 

and reducing reliance on government subsidies.  

This study investigated the extent of lease financing usage, factors influencing its adoption, and its 

influence on the financial performance of selected Namibian PSEs to assess its potential in reducing 

dependency on government support. 

1.4 Aim and Research Objectives 

1.4.1 Research Aim 

The study aimed to evaluate the role of lease financing in enhancing the financial performance of 

selected Namibian PSEs. It assesses the extent of lease financing usage, identifies factors 

influencing its adoption, and evaluates its influence on financial outcomes to determine if it can 

reduce reliance on government subsidies and therefore support long-term financial sustainability. 

1.4.2 Main Research Objective 

To assess the influence of lease financing on the financial performance of selected Namibian PSEs. 
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1.4.3 Specific Research Objectives 
 

i. To examine the extent to which selected Namibian PSEs utilise lease financing as a 

capital-raising mechanism. 

ii. To analyse how gearing, liquidity, taxation, and firm size (moderating factor) affect the 

adoption of lease financing as an alternative or complement to conventional debt financing 

in selected Namibian PSEs. 

iii. To propose a policy on financing strategies for Namibian PSEs to promote lease financing 

and enhance financial performance. 

1.5 Research Questions 

1.5.1 Main Research Question 

What is the influence of lease financing on the financial performance of selected Namibian PSEs? 

1.5.2 Sub-Questions 

i. To what extent do selected PSEs utilise lease financing? 

ii. How do gearing, leasing, liquidity, taxation, and firm size (as a moderating factor) 

influence the financial performance of selected PSEs in the context of lease financing? 

iii. What strategic interventions can be implemented to develop a leasing policy for selected 

Namibian PSEs based on the relationship between the lease financing axis and financial 

performance? 

1.6 Study Hypotheses 

The following hypotheses, using directional and non-directional approaches, were tested (Field, 

2018; Punch, 2014): 
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1.6.1 Main Effects Hypotheses 
 

H1:  Lease financing has a significant positive influence on the financial performance of 

Namibian PSEs. 

H2:  Gearing has a significant negative influence on the financial performance of Namibian 

PSEs. 

H3:  Liquidity has a significant positive influence on the financial performance of Namibian 

PSEs. 

H4:  Taxation has a significant influence on the financial performance of Namibian PSEs.  

1.6.2 Interaction (Moderation) Effects Hypotheses 
 

H5:  Firm size significantly moderates the relationship between lease financing and the 

financial performance of Namibian PSEs, altering the strength or direction of the 

influence. 

H6:  Firm size significantly moderates the relationship between gearing and the financial 

performance of Namibian PSEs, altering the strength or direction of the influence. 

H7:  Firm size significantly moderates the relationship between liquidity and the financial 

performance of Namibian PSEs, influencing the strength of the relationship. 

H8:  Firm size significantly moderates the relationship between taxation and the financial 

performance of Namibian PSEs, influencing the strength of the relationship. 
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1.7 Overview of Research Strategy and Interpretive Framework 

This study employed a mixed-methods research approach, combining quantitative and qualitative 

methods to examine lease financing on the financial performance of selected Namibian PSEs. The 

quantitative component analyses financial data, using return on assets (ROA) to assess the 

relationship between lease financing and financial performance, aligning with the positivist 

paradigm (Creswell & Creswell, 2023). The qualitative component involves an online survey of 

managers, financial officers, and policymakers to explore their decision-making processes and 

contextual factors, rooted in the interpretivist paradigm (Saunders et al., 2021). This dual approach 

ensures a holistic understanding of the “what”, “how”, and “why” behind lease financing practices. 

The study, therefore, adopts a pragmatic research theoretical perspective, integrating multiple 

methods to address complex research questions (Toyon, 2021). Pragmatism balances empirical 

evidence with contextual and subjective factors, aligning with the study’s aim to provide actionable 

insights for Namibian PSEs. The interpretive framework incorporates a constructivist approach, 

recognising that knowledge is socially constructed through stakeholder interactions and experiences 

(Creswell & Creswell, 2023). This is relevant for understanding the perceptions of lease financing. 

Additionally, a critical realist perspective also supports this choice, for example it provides a 

philosophical and methodological foundation that recognises the complexity of social reality, seeks 

to explain causality rather than merely describe correlations, values depth, context, and structure in 

research, and encourages theoretical insight and practical application through understanding study 

mechanisms (Fletcher, 2017). It acknowledges an objective reality as mediated by social and 

contextual factors, such as government policies and economic conditions, which shape lease 

financing’s influence (Bhaskar, 2016). 
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1.8 Relevance and Significance of the Study 

1.8.1 Business Managers and Practitioners 

This study provides practical insights for Namibian Public Sector Enterprise (PSE) managers by 

demonstrating how lease financing could reduce reliance on government subsidies, addressing 

challenges of limited capital access and poor revenue generation (Limbo, 2019; Marenga, 2020). 

By examining factors like gearing, liquidity, taxation, and firm size, it offered evidence on 

optimising financing strategies to enhance fiscal responsibility (Minhat & Dzolkarnaini, 2016; 

Osman, 2020). Unlike prior research focused on private enterprises (Asenso, 2021; Wong & Joshi, 

2015), this study illuminated leasing’s role in the public sector, guiding financial managers and 

policymakers in navigating regulatory constraints to improve liquidity and operational efficiency.  

1.8.2 Research and the Academic Community 

This study advanced the academic understanding of lease financing by addressing a gap in research 

on Namibia’s public enterprises, building on foundational capital structure theories (Modigliani & 

Miller, 1958; Omete & Kajirwa, 2016). It contributed empirical evidence on contextual factors 

influencing financing decisions in Namibian PSEs, thereby enriching the literature on public sector 

financial management (Minhat & Dzolkarnaini, 2016; Shah & Jam-e-Kausar, 2012). The mixed-

methods approach provided a robust framework for future studies, supporting financial management 

training and cross-border knowledge exchange on sustainable financing strategies (Creswell & 

Creswell, 2023; Gujarati & Porter, 2022; Limbo, 2019) 
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1.9 Assumptions, Limitations, and Delimitations 

1.9.1 Assumptions 

This study is underpinned by several key assumptions that shape its design and scope. It considers 

that lease financing is a critical financial tool for Namibian PSEs to acquire assets and manage cash 

flow, offering flexibility and potential tax benefits as an alternative to traditional debt financing 

(Smith & Watts, 2020). This premise is based on the potential of leasing to address financial 

constraints unique to Namibian PSEs, such as limited access to capital markets and high borrowing 

costs, which make lease financing an attractive option for supporting economic development 

(Amadhila & Iyambo, 2022; Marenga, 2020). The study also assumes that financial performance 

can be effectively assessed using widely accepted indicators such as return on assets (ROA), return 

on equity (ROE), and net profit margin (NPM), which are recognised in financial literature as 

reliable measures of organisational efficiency and profitability (Brigham & Houston, 2022). 

Furthermore, it is assumed that the perspectives of stakeholders, including managers, financial 

officers, and policymakers, provide valuable insights into the decision-making processes and 

contextual factors influencing lease financing. This assumption, rooted in the interpretivist 

paradigm, emphasises the importance of subjective experiences and social contexts, which is 

particularly relevant to the qualitative component of the study that seeks to understand the “why” 

behind lease financing decisions (Saunders et al., 2021). The study assumes that adhering to ethical 

research practices, such as obtaining informed consent and ensuring confidentiality, enhances the 

credibility and reliability of the findings, aligning with principles that prioritise participants’ rights 

and dignity (Bryman & Bell, 2019). This underpins the integrity of the research process. Finally, 

the study assumed that a mixed-methods approach, combining quantitative and qualitative methods, 

provides a more comprehensive understanding of the influence of lease financing on financial 
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performance than either method alone, allowing for a balanced exploration of empirical and 

contextual factors. 

1.9.2 Limitations 

The study encountered some limitations that potentially could affect its internal validity and 

generalisability. The reliance on secondary financial data from financial statements and annual 

reports could fail to capture qualitative factors, such as managerial perspectives or external 

economic influences, which could limit the depth of insights into lease financing decisions. To 

mitigate this, the study adopted a mixed-methods research approach, incorporating qualitative data 

from an online survey of stakeholders to provide a more comprehensive understanding of contextual 

factors. Additionally, variations in accounting practices, particularly following IFRS-16 

implementation, introduced inconsistencies in lease obligation reporting, which could have skewed 

the assessment. This was addressed by prioritising audited financial statements and cross-validating 

data to ensure accuracy and internal consistency. 

The study focused on a select group of commercial PSEs restricted its generalisability, as these 

entities did not fully represent the diverse characteristics of all Namibian PSEs in terms of size, 

industry, or regulatory constraints. To counter this, a diverse sample across various industries and 

firm sizes was selected to enhance representativeness within the study’s scope. Furthermore, 

financial performance metrics like return on assets (ROA) are influenced by external factors such 

as inflation or government policies, complicating the isolation of lease financing’s direct influence. 

To address this, the study employed statistical methods, specifically regression analysis, ANOVA, 

to control for confounding macroeconomic variables, thereby potentially enhancing the robustness 

and reliability of the findings. 
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1.9.3 Delimitations/Scope 

This study focused on the influence of lease financing on the financial performance of commercial 

Public Sector Enterprises (PSEs) in Namibia, such as NamPower and Telecom Namibia, and 

excluded non-commercial PSEs, private firms, and non-profits due to their differing financial and 

operational objectives, which could have confounded the analysis (Marenga, 2020; Minhat & 

Dzolkarnaini, 2016). It investigated lease financing through financial metrics like return on assets 

(ROA) and excluded other financing methods, such as public-private partnerships or bank loans, to 

isolate its effects, as emphasised in financial efficiency studies (Wong & Joshi, 2015).  

The geographical scope was limited to Namibia, where unique regulatory frameworks, such as the 

Procurement Act and State Finance Act, shaped leasing practices and limited generalisability to 

other countries (Marenga, 2020). The study employed a mixed-methods convergent design, which 

combined quantitative panel data from 2013 to 2022 (110 observations across 11 PSEs) with 

qualitative survey data from 23 stakeholders collected in February 2025 (Creswell & Creswell, 

2023). The 2013–2022 timeframe provided a decade-long perspective but limited the analysis of 

longer-term trends, as noted in econometric studies (Gujarati & Porter, 2009). These delimitations 

ensured a focused investigation into lease financing in Namibian commercial PSEs (Creswell & 

Creswell, 2023).  

1.10 Definitions of Key Terms 

Lease Financing: A financial arrangement where a lessee uses an asset owned by a lessor for a 

specified period in exchange for periodic payments. (Chang, 2025) 
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Financial Performance: Measured through profitability, liquidity, and gearing, reflecting an 

organisation’s ability to generate revenue and sustain operations. Serves as an evaluation of 

operational effectiveness, using financial indicators to gauge goal achievement and assess 

the company's current financial status (Sbaih et al., 2023). 

Commercial Public Sector Enterprises (PSEs): Government enterprises mandated to operate 

commercially and sustainably (Ministry of Finance, 2025). 

Liquidity: A firm’s ability to meet short-term obligations (Tunji et al., 2022).  

Gearing: The proportion of debt-to-equity financing, analysed for its influence on financial risk 

(Mumba & Kazonga, 2021).  

Taxation: Government levies affecting lease financing decisions, including deductions and costs 

(Younus & Sohail, 2021).  

IFRS 16: An accounting standard requiring lease liabilities and assets to be recognised on balance 

sheets (Sbaih et al., 2023). 

Capital Structure: The mix of debt and equity financing, with lease financing as a component 

(Adeoye et al., 2020).  
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1.11 Study Outline 

Chapter One: Introduction and Background 

Provides background on PSEs’ financial constraints and lease financing, outlining the problem, 

objectives, questions, hypotheses, significance, and key terms. 

Chapter Two: Literature Review 

Explores theoretical frameworks (for example, Modigliani-Miller, pecking order, agency and 

trade-off theories) and empirical studies on lease financing and financial performance, focusing on 

profitability, liquidity, and gearing. It identifies research gaps in Namibian PSEs. 

Chapter Three: Research Methodology 

Details the mixed-methods research approach, including quantitative analysis of financial data and 

qualitative interviews. It describes the research design, population, sampling and sampling 

strategy, data collection strategies, and analysis techniques (for instance, regression, financial 

ratios), addressing ethical considerations and data reliability concerns. 

Chapter Four: Data Presentation, Analysis and Interpretation 

Presents study findings on lease financing trends, tests hypotheses, and examines relationships 

between lease financing, profitability, liquidity, and gearing. It discusses firm size’s moderating 

effects. 
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Chapter Five: Conclusions and Recommendations 

Summarises findings, offers policy and practical recommendations for optimising lease financing 

to enhance financial performance, highlights study limitations, and suggests areas for future 

research, such as long-term leasing effects and sector-specific comparative analyses. 

1.12. Conclusion 

This chapter has laid the foundation for the study by establishing the context, rationale, and 

framework for investigating the influence of lease financing on the financial performance of 

Namibian public sector enterprises (PSEs). The chapter outlined the research problem, aim, 

objectives, questions, and hypotheses, emphasising the moderating role of firm size and the 

significance of financial performance metrics like return on assets (ROA). It also introduced the 

mixed-methods research strategy, combining quantitative and qualitative approaches under a 

pragmatic philosophy, to provide a comprehensive understanding of lease financing’s implications. 

The study’s relevance to practitioners, policymakers, and academics was discussed, alongside its 

assumptions, limitations, and delimitations, ensuring a clear scope focused on commercial PSEs in 

Namibia. Key terms were defined to facilitate clarity, and the chapter concluded with an outline of 

the study’s structure, setting the stage for a detailed exploration of lease financing’s impact in 

subsequent chapters. This foundation positions the research to contribute meaningfully to both 

theoretical discourse and practical strategies for enhancing the financial sustainability of Namibian 

PSEs. 
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CHAPTER 2: LITERATURE REVIEW AND THEORETICAL ANALYSIS  

 

2.1 Introduction  

This chapter reviews existing literature on the influence of lease financing on the financial 

performance of selected public sector enterprises (PSEs) in Namibia. This review directly aligns 

with the main objective of assessing lease financing's influence on profitability, liquidity, and 

solvency. The sub-objectives guiding this exploration are: (1) examining the extent of lease 

financing dependence for investment capital among Namibian PSEs, (2) analysing variables 

affecting leasing as a substitute or complement to conventional debt financing, and (3) articulating 

financing policy implications to enhance long-term performance. The review integrates established 

theoretical frameworks in the domain, explores empirical evidence from diverse contexts, and best 

practices to identify critical research gaps, particularly the notable absence of Namibia-specific 

studies. This comprehensive approach justifies the chosen methodology and culminates in a 

synthesis of the literature and the rationale for the chosen study’s conceptual framework. 

2.2 Theoretical Literature 

Lease financing represents a vital funding mechanism for Namibian PSEs, which frequently face 

capital constraints despite their crucial role in fostering economic growth and delivering essential 

services across strategic sectors such as energy and transport (Atseye et al., 2020; Limbo, 2019; 

Weylandt, 2021). PSEs, unlike purely private entities, often operate with a dual mandate: achieving 

commercial viability and self-sustainability while simultaneously fulfilling public service 

obligations. According to OECD (2024), state-owned enterprises often operate under dual 

objectives: to be financially sustainable and competitive while also delivering public policy 



 
 

17 

 

objectives, such as infrastructure development, employment generation, and universal service 

provision. Hence, by enabling asset use without outright ownership, lease financing can 

significantly reduce immediate capital expenditure, thereby enhancing their liquidity and preserving 

cash flow (Bello et al., 2016; Omete & Kajirwa, 2016). However, the mismanagement of lease 

agreements, stemming from inadequate risk assessment or poor contract negotiation and design, 

may lead to substantial long-term liabilities and increased financial risk (Asenso, 2021). Effective 

risk management strategies, as highlighted by Dube et al. (2021a) and Dube et al. (2021b), are 

therefore crucial to mitigate these potential drawbacks. According to Li et al. (2016), CEO 

ownership, tax rate, financial distress risk, and firm size exhibit a positive correlation with the share 

of operating leases, whereas debt ratio, profitability, and asset tangibility show a negative 

correlation. In contrast, the share of capital leases increases with debt ratio, profitability, firm size, 

and effective corporate governance, but decreases with CEO ownership and financial distress risk. 

Organisational performance, in the context of PSEs, is defined as the extent to which a firm achieves 

its financial objectives (Bello et al., 2016). Given PSEs' increasing commercial focus on self-

sustainability and their mandate to return dividends to the government (Minister of Finance, 2023), 

financial indicators like profitability, liquidity, and solvency are prioritised (Hermanto et al., 2021; 

Mumba & Kazonga, 2021). In the literature on organisational financial sustainability, the financial 

health perspective is most directly aligned with the concept of organisational financial performance 

(Kuttu, 2024). This perspective emphasises the use of key financial indicators such as revenue 

diversification, cost-efficiency, profitability, liquidity, solvency, and long-term financial viability 

as foundational to financial sustainability. This perspective on financial sustainability views strong 

financial performance not merely as an end, but as a necessary condition for organisational 

continuity, adaptability, and strategic autonomy (Akingbola & Domanski, 2022; Kakati & Roy, 
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2021). Scholars adopting this perspective often draw on financial management theory and the 

resource-based view (RBV), arguing that effective use of internal financial resources and 

capabilities is critical in enabling organisations to invest in innovation, navigate funding 

uncertainties, and withstand external shocks (Gupta et al., 2023).  Besides, improved financial 

performance enhances organisational credibility with donors, investors, and stakeholders alike, 

thereby reinforcing broader organisational legitimacy and long-term sustainability (Young et al., 

2021). Thus, while financial performance is not the only determinant of sustainability, it serves as 

a core operational indicator through which the resilience and strategic capacity of the organisation 

are made visible and measurable. Often, scholars using this perspective draw on financial decision-

making theories and frameworks embedded in corporate finance, such as capital structure theories, 

investment appraisal models, and working capital management principles in assessing the financial 

health dimension of organisational financial sustainability (Gupta et al., 2023; Young et al., 2021). 

Therefore, by adopting the financial health perspective of organisation financial sustainability, this 

study intends to explore the concept of organisation financial performance by linking it to lease 

financing. 

The prevalent preference for leasing over outright asset purchase in PSEs, driven by factors such as 

budget constraints and the need for operational flexibility, raises critical questions about its precise 

influence on these financial performance indicators, necessitating context-specific research (Smith, 

2024). Besides, the academic discourse on capital structure and financing decisions has significantly 

evolved since Modigliani and Miller’s (1958) seminal work. This foundational research has paved 

the way for numerous theories that can be deployed in exploring the influence of lease financing on 

firm performance, including agency theory, pecking order theory, and trade-off theory (Sindani-

Wafula et al., 2016). These theories jointly offer a robust foundation for understanding the complex 
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role of leasing in financial decision-making and provide critical lenses through which to examine 

its implications for PSEs, considering their unique operational and governance structures. 

2.3 Theoretical Framework 

The theoretical framework for this study provides a robust foundation to explore the dynamics of 

lease financing and its impact on the financial performance of Namibian PSEs. Lease financing is 

positioned as the primary independent variable, defined as a contractual arrangement that allows 

PSEs to utilise assets through periodic payments without immediate ownership, thereby influencing 

their financial strategies and outcomes (Atseye et al., 2020; Omete & Kajirwa, 2016). Financial 

performance, the dependent variable, may be assessed through a comprehensive set of indicators: 

profitability (for instance, return on assets and return on equity), liquidity (for example, current and 

quick ratios), and solvency (for example, debt-to-equity ratio), reflecting the multifaceted financial 

health and operational efficiency of PSEs (Adoke & Waziri, 2023; Bello et al., 2016). Firm size is 

incorporated as a moderating variable, hypothesised to modulate the relationship between lease 

financing and financial performance, with larger PSEs potentially benefiting from economies of 

scale and enhanced bargaining power, while smaller entities may face greater financial constraints 

(Muriithi & Waweru, 2021; Venter & Southgate, 2023). 

This framework is grounded in several seminal theories of capital structure and organisational 

behaviour. Pecking order theory by Myers (1984) suggests that firms prefer to finance operations 

using internal funds first, followed by debt, and lastly equity, due to concerns about information 

asymmetry and financing costs. In the PSEs, especially those operating under budget constraints 

and borrowing limits, as seen in Namibia (Amadhila & Iyambo, 2022), lease financing may be 

adopted as a practical alternative to traditional debt, helping preserve upfront cash flows while 
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avoiding the scrutiny or rigidity associated with equity-like instruments. The Agency Theory by 

Jensen and Meckling (1976) highlights potential conflicts between government principals and PSE 

managers, where leasing may reduce monitoring costs and agency issues but could also lead to 

suboptimal long-term financial decisions if managers prioritise short-term financial gains (Chukwu 

& Wadike, 2018). Trade-Off Theory (Kraus & Litzenberger, 1973; Myers, 1984) posits that firms 

balance the tax advantages and flexibility of lease financing against the risks of over-leveraging and 

financial distress, a critical consideration for PSEs operating under fiscal oversight (Paik et al., 

2020; Zhang & Liu, 2020).  

The framework aligns closely with the study’s objectives. First, it facilitates the examination of 

lease financing dependence for investment capital by analysing how PSEs leverage leasing to 

acquire assets without straining public budgets, as evidenced by Namibia’s recent fiscal policies 

requiring N$2.6 billion in dividends from PSEs (Minister of Finance, 2023). Second, it supports the 

analysis of variables affecting leasing adoption, such as liquidity, gearing, and taxation, by 

exploring how these factors interact with firm size to influence leasing as a substitute or complement 

to conventional debt (Alawna, 2021; Mukherjee & Mahakud, 2020). Third, it informs policy 

recommendations by assessing how firm size moderates leasing outcomes, enabling tailored 

strategies to enhance long-term financial sustainability in Namibia’s PSEs, where capital constraints 

and regulatory evolution are prevalent (Amadhila & Iyambo, 2022; Asenso, 2021). This approach 

addresses the identified research gap, particularly the scarcity of context-specific studies in 

Namibia, and ensures the framework is adaptable to the unique operational and economic challenges 

facing PSEs in sectors like energy and transport (Marenga, 2020). 
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2.3.1 Pecking Order Theory 
 

The Pecking Order Theory, articulated by Myers (1984), posits that firms prioritise financing 

sources based on the principle of minimising information asymmetry and associated costs. The 

theory suggests a sequential preference: firms first utilise internal funds such as retained earnings, 

then turn to debt, followed by hybrid instruments like leasing, and only as a last resort, seek external 

equity. This hierarchy stems from the idea that internal financing avoids the need to disclose 

sensitive financial information to external parties, while debt and leasing provide structured 

alternatives with lower perceived risks compared to equity issuance, which may signal 

undervaluation to investors (Myers, 1984). For Namibian PSEs, which often operate under stringent 

budget constraints and limited access to conventional long-term capital, this theory provides a 

compelling rationale for adopting lease financing. The ability to acquire essential assets such as 

vehicles, machinery, or infrastructure in the energy and transport sectors without depleting scarce 

cash reserves aligns with their need to maintain operational continuity and meet public service 

demands (Amadhila & Iyambo, 2022). 

Historically, operating leases were favoured for their off-balance-sheet nature and treatment, 

allowing PSEs to manage assets without immediately impacting traditional debt ratios, a practice 

that enhanced financial flexibility (Paik et al., 2020). However, the introduction of accounting 

standards like IFRS 16 has mandated that most leases be recognised on the balance sheet, reducing 

or eliminating this advantage (Öztürk, 2016). Despite this shift, the inherent flexibility of leasing, 

enabling asset use without ownership commitments, remains a strategic tool for PSEs facing fiscal 

pressures. Empirical support from developing contexts, such as Frank et al. (2020) and Nyamita &  

Dorasamy (2014), reinforces that cash-constrained entities, including PSEs, lean toward leasing to 
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preserve liquidity, a trend likely mirrored in Namibia given its public sector funding challenges. 

This theory thus offers a lens to understand why PSEs might prioritise leasing over other financing 

options, particularly when internal resources are insufficient and equity issuance is impractical due 

to government ownership structures. 

 
2.3.2 Agency Theory 
 

The Agency Theory, originally developed by Jensen and Meckling (1976), explores the conflicts of 

interest that arise between principals (for instance, the government as the owner of PSEs) and agents 

(for example, PSE managers tasked with operational decisions). This theory posits that agents may 

prioritise personal or short-term organisational goals over the long-term interests of principals, 

leading to inefficiencies or misaligned strategies (Dawar, 2014). In the context of lease financing, 

this framework highlights how leasing can serve as having two-sided advantage. On one hand, it 

may reduce external financing costs by mitigating issues stemming from asymmetric information 

where managers possess more detailed knowledge about the firm’s operations than the government, 

thus lowering the need for extensive monitoring or collateral requirements typically associated with 

traditional debt (Sindani-Wafula et al., 2016). Lessors, specialising in asset financing, often have 

superior expertise in monitoring asset utilisation, which can further enhance efficiency (Cosci et al., 

2015). 

However, the division of ownership and control inherent in leasing introduces complexities. 

Managers might opt for leasing to avoid the perceived risks or scrutiny linked to large capital 

expenditures or long-term debt, potentially leading to decisions that do not align with the PSE’s 

overarching financial sustainability (Cosci et al. 2015). For instance, a manager might choose a 
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short-term, high-cost lease to quickly address service delivery needs, such as acquiring transport 

vehicles, rather than pursuing a more cost-effective long-term purchase or lease that better serves 

fiscal health (Choi et al., 2018; Dawar, 2014). This misalignment is particularly pronounced in 

PSEs, where state ownership introduces additional layers of principal-agent dynamics. Zhang and 

Liu (2020) argue that government objectives such as ensuring social welfare or regional 

development may conflict with commercial profitability, influencing lease structuring and 

increasing the risk of hidden liabilities. For Namibian PSEs, this suggests a need for governance 

mechanisms to align managerial incentives with public goals, thereby ensuring that leasing 

enhances rather than undermines financial performance (Aremo & Ayorinde, 2022). 

2.3.3  Trade-Off Theory 

Trade-Off Theory, proposed by Kraus and Litzenberger (1973) and expanded by Ross (1977), 

asserts that firms optimise their capital structure by balancing the benefits of debt, such as tax shields 

and reduced cost of capital, against the potential costs of financial distress and bankruptcy. Applied 

to lease financing, this theory views leases as a debt substitute or complement, offering tax 

advantages through deductible lease payments that mirror interest deductions on loans. This fiscal 

benefit can be particularly appealing for PSEs, which operate under public budget constraints and 

seek to maximise operational funds (Paik et al., 2020). However, the theory warns that over-reliance 

on leasing can elevate a firm’s leverage, increasing the risk of over-leveraging where fixed lease 

obligations outstrip cash flows, potentially leading to operational disruptions or default altogether 

(Ai et al., 2020; Nyamita et al., 2014). 

Li et al. (2016) provide empirical insight, noting that as leasing increases, it can raise the marginal 

cost of financing, prompting firms to reduce non-lease debt to maintain an optimal capital structure. 
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For PSEs, this dynamic is critical, as excessive lease commitments could jeopardise financial 

stability, especially under government oversight where fiscal deficits are a concern (Minister of 

Finance, 2023). Mukherjee and Mahakud (2020) further suggest that taxation policies in various 

contexts influence this balance, with lease payments offering tax relief compared to depreciation on 

owned assets, though specific Namibian tax incentives in this regard remain underexplored. The 

theory thus encourages a strategic approach, where PSEs must assess the trade-off between short-

term liquidity gains and long-term financial risks. In the Namibian context, where infrastructure 

investments are pressing, this framework highlights the importance of aligning lease strategies with 

broader fiscal policies to avoid unsustainable debt levels, a challenge compounded by limited local 

data on leasing outcomes (Smith, 2024). 

2.4 Research Themes and Empirical Evidence 

The following themes reflect the research objectives, integrating empirical evidence to assess lease 

financing, dependence, adoption variables, and policy implications in Namibian PSEs. 

2.4.1 Extent of Lease Financing Dependence and Financial Performance 

This theme examines the extent to which Namibian PSEs depend on lease financing for investment 

capital and its influence on financial performance. Lease financing enables PSEs to acquire critical 

assets, such as infrastructure in the energy and transportation sectors, without significant upfront 

capital outlay, thereby enhancing financial performance through improved liquidity, profitability, 

and efficiency (Mwangi & Murigu, 2019). In Namibia, PSEs increasingly rely on leasing to 

modernise infrastructure and expand service delivery amidst persistent budget constraints and 

limited direct government funding (Amadhila & Iyambo, 2022). This reliance aligns with the 
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Pecking Order Theory, where PSEs, facing financial constraints, prioritise financing options that 

preserve cash flows. 

Empirical studies from other developing economies offer mixed insights. Kariuki (2020) found that 

leasing positively influences return on assets (ROA) and asset utilisation in Kenyan PSEs, 

suggesting enhanced profitability and efficiency. However, Asenso (2021) notes that while leasing 

offers short-term benefits, it can lead to significant long-term liabilities if not managed prudently, 

potentially reducing solvency. Callimaci et al. (2011) identified leverage, tax position, and firm size 

as key determinants of leasing propensity in Canadian firms, suggesting similar factors may drive 

Namibian PSEs’ dependence. To quantify dependence and influence, a regression model will assess 

lease-to-asset ratios against ROA. Best practices, such as rigorous cost-benefit analyses and 

transparent accounting, are crucial for ensuring the effective utilisation of lease financing (Omolo, 

2020), addressing the identified gap in Namibia-specific research (Smith, 2024). 

2.4.2 Variables Affecting Lease Financing Adoption 

This theme analyses variables affecting leasing as a replacement for or complement to conventional 

debt financing. Key variables influencing lease financing adoption include liquidity needs, tax 

benefits, leverage, asset specificity, growth opportunities, firm size, ownership structure, and 

regulatory frameworks. 

The Pecking Order Theory suggests that PSEs, facing financial constraints and information 

asymmetry, prefer leasing to preserve cash flows over traditional debt (Cosci et al., 2015; Foda et 

al., 2022; Frank et al., 2020; Hafiz Bin Bakar & Norbaya Binti Yahaya, 2016; Nyamita et al., 2014). 

The Agency Theory indicates that managers may favour leasing to reduce monitoring costs and 

avoid ownership risks, although this might inadvertently increase long-term costs if not properly 
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managed (Choi et al., 2018; Dawar, 2014; Rao Chigurupati, 2020). Trade Off Theory highlights tax 

shields and financial constraints as drivers but also warns of over-leveraging risks that can deter 

adoption (Li et al., 2016; Asenso, 2021). 

The question of whether leases act as substitutes or complements to debt is critical. Paik et al., 

(2020) provide insights from an analysis of debt covenants, suggesting that this relationship is 

nuanced and depends on specific firm characteristics and market conditions. For PSEs, leasing 

might complement traditional debt by providing access to assets when conventional borrowing 

limits are reached, or it might substitute debt if it offers more flexible terms or better aligns with 

short-term fiscal objectives. Morais (2014) identified firm size, industry, and ownership as key 

factors in lessee firms, while Muriithi and Waweru (2021) specifically examined the role of leasing 

in financing decisions for small and medium enterprises, which can offer transferable insights to 

PSEs. In Namibia, limited capital access and evolving regulatory frameworks significantly shape 

leasing decisions (Amadhila & Iyambo, 2022). Mwenda & Mutunga (2021) found that robust 

regulatory frameworks enhance adoption by ensuring transparency and reducing perceived risks. 

The regression model will analyse liquidity (using current and quick ratios), gearing (debt-to-

equity), taxation (tax ratio to profit before tax), and firm size (total assets) to identify the primary 

drivers of lease financing adoption, thereby addressing the current lack of Namibia-specific 

empirical evidence. 

2.4.3 Policy Implications for Lease Financing Strategies 

This objective aims to articulate a policy on financing strategies to promote lease financing and 

enhance long-term financial performance within Namibian PSEs. Lease financing can reduce 

immediate fiscal burdens on the government, enabling PSEs to acquire essential assets without 
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straining national budgets. However, poorly managed long-term lease obligations may 

paradoxically increase public debt and contingent liabilities (Amadhila & Iyambo, 2022; Asenso, 

2021). 

Shikongo (2021) emphasises the need for stronger regulations and enhanced capacity building for 

Namibian PSE managers to optimise leasing strategies and ensure their alignment with national 

development goals. Comparative studies, such as Kariuki (2020) on Kenyan PSEs, demonstrate the 

benefits of clear and supportive regulatory frameworks in promoting effective lease financing. Osei 

and Boadi (2020) provide broader policy recommendations for promoting lease financing in 

developing economies, including the establishment of supportive legal and regulatory 

environments, tax incentives, and capacity-building programmes. Callimaci et al., (2011) and Li et 

al. (2016) suggest that aligning leasing decisions with broader tax and leverage strategies is crucial 

to maximise financial benefits and ensure long-term sustainability. Best practices, including 

transparent accounting, robust risk management frameworks, and continuous training for managers, 

are essential to balance short-term gains with long-term financial sustainability (Omolo, 2020). The 

regression model analyses the influence of lease financing on financial performance, considering 

how fiscal indicators (for instance, fiscal deficit, public debt levels) might influence policy choices, 

ultimately ensuring that lease financing contributes positively to financial sustainability and aligns 

with Namibia’s national development objectives. 

2.5 Study Variables and Hypotheses 

2.5.1 Dependent Variable 

The dependent variable for this study is financial performance, which measures the extent to which 

a firm has achieved its financial or monetary objectives (Bello et al., 2016). Financial performance 
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measures how well an organisation meets its monetary goals, often using quantitative metrics like 

return on assets, return on equity, earnings per share, net assets per share, and return on investment 

(Chukwu et al. 2018). For this study, as with other studies on lease and performance (Bello et al. 

2016; Kajirwa & Ikapel, 2016; Sindani-Wafula et al., 2016), financial performance was measured 

by Return on Assets (ROA), a key profitability indicator assessing how efficiently a firm uses its 

assets to generate profits. However, the analysis also considered liquidity and gearing as other 

crucial dimensions of financial performance for PSEs. 

2.5.2 Independent Variables 

Lease Financing: A lease is a contractual agreement between an owner (the lessor) and another 

party (the lessee), granting the lessee the right to use the leased asset in exchange for periodic 

payments (Atseye et al., 2020). In this study, these payments are referred to as leases or lease 

financing. Leasing allows companies to access and utilise assets without large upfront costs, 

offering flexibility in managing obsolescence and residual risks while maintaining liquidity to 

maximise shareholder returns (Tunji et al., 2022). For empirical analysis, lease financing will be 

operationalised as the ratio of total lease payments to total assets. Lease financing serves as a key 

independent variable in models evaluating its impact on financial performance under IFRS 16, 

which requires recognising lease liabilities and right-of-use assets. Proxies like lease expense or 

liability, measured as the ratio of lease payments to total assets, reflect leasing intensity and affect 

profitability and leverage (Morales-Díaz & Zamora-Ramírez, 2018; Tunji et al., 2022). 

Endogeneity, stemming from potential reverse causality, can be addressed using moderating 

variables (Goodacre, 2003), thereby ensuring robust analysis (Giner et al., 2018). This led to the 

following hypothesis: 
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H1:  Lease financing has a significant positive influence on the financial performance of 

Namibian PSEs.  

Liquidity: refers to the available cash or the firm’s ability to convert assets quickly into cash to meet 

short-term obligations (Bakar et al., 2016; Mumba & Kazonga, 2021). Leasing enhances liquidity 

by reducing the need for significant initial capital outlays, thereby supporting operational flexibility 

and financial performance (Mutai et al., 2025). In this study, the authors suggest that operating 

leases and leverage financing positively and significantly influence financial performance by 

reducing upfront asset acquisition costs, thereby helping firms preserve liquidity and flexibility.  

Hence, this study will measure liquidity using the current ratio (current assets divided by current 

liabilities) and the quick ratio (current assets minus inventory, divided by current liabilities). 

Consequently, the following hypothesis was formulated: 

H2:  Liquidity has a significant positive influence on the financial performance of Namibian 

PSEs. 

Gearing: refers to the proportion of a firm’s debt to its assets, indicating the firm’s financial 

leverage (Bello et al., 2016). High gearing levels may signal increased financial risk, influencing 

the reliance on lease financing as an alternative to traditional debt. Alawna (2021) highlights the 

influence of gearing ratios on lease financing adoption in emerging economies. Consequently, 

higher gearing levels are positively associated with lease financing adoption; essentially, firms 

substitute leasing for additional debt to manage leverage levels (Lau, 2022). Therefore, leasing helps 

maintain liquidity and operational flexibility, leading to improved financial performance by 

avoiding large capital outlays, spreading costs over time, and reducing asset obsolescence risks 
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(Shiyanbola et al., 2022). In this study, gearing was measured by the debt-to-equity ratio. Hence, 

the following hypothesis was formulated for the study: 

H3:  Gearing has a significant negative influence on the financial performance of Namibian 

PSEs.  

Taxation: Younus and Sohail (2021) suggest that the presence of lease financing can reduce tax 

and interest payments, thus improving financial performance. Additionally, Sari, Altintas, and Tas 

(2016) suggest that companies using operating leases reported significantly lower liabilities and 

higher income, improving their profitability and liquidity. Similarly, firms with higher effective tax 

rates or high leverage are more likely to adopt capital leases to defer taxes and interest costs (Park 

& Na, 2021). leading to improved profitability. Taxation, in this study, is defined as the tax ratio to 

profit before tax (Younus & Sohail, 2021), providing a measure of how tax policies and their 

implications affect leasing decisions. Mukherjee and Mahakud (2020) and Mahakud (2020) further 

underscore the role of taxation policies in influencing lease financing adoption. The following 

hypothesis was suggested: 

H4:  Taxation has a significant influence on the financial performance of Namibian PSEs.  

2.5.3 Moderating Variable 

A moderating variable is a variable that influences the strength or direction of the relationship 

between an independent variable and a dependent variable, changing the nature or magnitude of 

their relationship (Mahmood et al., 2019). 

Firm Size:  While there are many measures of firm size, this study defines firm size in terms of 

total assets and uses it as the moderating variable (Tunji et al., 2022). Empirical studies suggest that 
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firm size moderates the lease financing-performance link, with large firms more likely to experience 

performance improvements from leasing due to resource advantages, cost efficiencies, and greater 

bargaining power (Venter & Southgate, 2023; Muriithi & Waweru, 2021). Drawing on Mahmood 

et al. (2019), firm size moderated the relationship between working capital finance (WCF) and 

profitability, with small firms showing an inverted U-shaped relationship (break-even point at 0.68) 

and large firms a U-shaped relationship (break-even point at 0.50), reflecting differences in financial 

constraints and credit access. In this study, firm size similarly moderated the lease financing–ROA 

relationship, where larger PSEs benefited from better financing conditions, as supported by the high 

correlation (0.891, p < 0.001) between lease financing and firm size. This suggested that scale-

driven dynamics amplified the positive effects of lease financing on financial performance in larger 

firms, consistent with their ability to leverage assets for cost-effective leasing (Aremo & Ayorinde, 

2022). Conversely, smaller PSEs faced higher financial constraints, potentially limiting leasing 

benefits, aligning with Lin and Wang’s (2017) findings that firm size positively influenced 

operating lease share in Chinese SMEs due to better capital market access. Firm size moderates the 

relationship between lease financing and organisational financial performance by influencing the 

capacity, structure, and outcomes of lease-related decisions.  

Larger firms often benefit from stronger creditworthiness, greater market power, and economies of 

scale, which enable them to negotiate more favourable leasing terms such as lower implicit interest 

rates, longer repayment periods, or access to high-quality leased assets. These advantages enhance 

the efficiency and profitability of leasing arrangements, positively impacting financial performance 

(Jain & Yadav, 2020). Larger firms also typically have more sophisticated financial management 

systems, allowing them to integrate leased assets into operational strategies more effectively, which 

potentially enhances their return on assets and capital productivity (Tang et al., 2022). In contrast, 
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smaller firms may turn to leasing out of necessity rather than strategy, often due to restricted access 

to traditional financing options such as bank loans or equity markets. For these firms, leasing offers 

an alternative means to acquire essential equipment without substantial upfront capital expenditure 

(Gill et al., 2023). However, their weaker negotiating power and higher perceived risk can lead to 

less favourable lease terms, potentially limiting the financial benefits. Moreover, smaller firms may 

lack the scale or efficiency to maximise the utility of leased assets, resulting in marginal or even 

negative financial returns (Aboody et al., 2021). Thus, firm size affects not only access to and 

structure of lease financing but also the efficiency with which leased resources are converted into 

financial gains. This underscores the importance of considering firm size as a moderating variable 

when assessing the financial outcomes of lease financing. This led to the formulation of the 

following interactive hypotheses: 

H5:  Firm size significantly moderates the relationship between lease financing and the 

financial performance of Namibian PSEs, altering the strength or direction of the 

influence. 

H6:  Firm size significantly moderates the relationship between gearing and the financial 

performance of Namibian PSEs, altering the strength or direction of the influence. 

H7:  Firm size significantly moderates the relationship between liquidity and the financial 

performance of Namibian PSEs, influencing the strength of the relationship. 

H8:  Firm size significantly moderates the relationship between taxation and the financial 

performance of Namibian PSEs, influencing the strength of the relationship. 
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2.6   The Study Conceptual Framework 

The conceptual framework depicts both the main and interaction effects between the research 

variables. The relationships between the independent variables (lease financing, liquidity, gearing, 

taxation), the moderating variable (firm size), and the dependent variable (financial performance, 

measured as Return on Assets (ROA) are shown in Figure 1.1. While ROA is the primary measure 

for financial performance in the regression model, the study acknowledges that profitability, 

liquidity, and solvency are intertwined dimensions of overall financial health. 

Figure 1: Conceptual Framework 

 

Source: Author (2025) 

The figure illustrates the conceptual model where financial performance (dependent variable) is 

regressed against independent variables (lease financing, liquidity, gearing, and taxation), with firm 

size acting as the moderating variable. This model allows for the investigation of direct influences 

as well as how firm size alters these relationships. 
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Empirical studies on lease financing and financial performance have yielded mixed results across 

different contexts. Asenso (2020) found positive influences in Kenya, while Mwangi and Murigu 

(2021) note the risks of increased long-term obligations and over-leveraging. Callimaci et al., 

(2011), Morais (2014), and Li et al. (2016) highlight firm size, leverage, and tax considerations as 

key determinants of lease financing decisions. However, a significant research gap persists, as no 

comprehensive studies specifically address the unique context of Namibian PSEs (Amadhila & 

Ikhide, 2022; Smith, 2024). This necessitates tailored research to understand the specific dynamics 

and policy implications within the local environment. 

2.7 Synthesis of Literature 

The reviewed literature consistently underscores lease financing’s dual role as both a facilitator of 

asset acquisition and a potential source of financial risk, aligning well with the study’s objectives. 

Agency Theory provides valuable insights into managerial conflicts and information asymmetry in 

adoption decisions, but its traditional private-sector focus may overlook the unique social and 

developmental objectives inherent to PSEs (Barney & Harrison, 2020; Choi et al., 2018). The 

Pecking Order Theory effectively explains the preference for leasing as a debt alternative, 

particularly for cash-constrained entities, but its applicability to PSEs is nuanced given their distinct 

budget allocation processes and limited access to conventional capital markets (Nyamita et al., 

2014). Trade-Off Theory offers a framework for balancing the benefits of lease financing (for 

example, potential tax advantages) against its risks (for instance, over-leveraging), though its 

practical application requires careful contextual adaptation to Namibia’s specific tax and regulatory 

environment (Nyamita et al., 2014). 
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Empirical evidence from various countries presents a mixed picture: positive influences on financial 

performance have been observed in contexts like Kenya and Nigeria (Chukwu & Wadike, 2018; 

Kariuki, 2020), while others highlight the risks of increased long-term obligations and potential 

over-leveraging (Asenso, 2021). Studies by Callimaci et al., (2011), Morais (2014), and Li et al. 

(2016) identified key drivers of lease adoption, including firm size, leverage, and tax considerations. 

Crucially, the persistent lack of Namibia-specific studies on lease financing within its public sector 

enterprises highlights a significant research gap (Smith, 2024). The integration of these theoretical 

frameworks, coupled with a critical review of empirical findings, ensured that the study’s 

conceptual framework is robust and directly addressed the objectives of examining dependence, 

adoption variables, and policy implications, providing a tailored and relevant basis for research 

within Namibia’s PSE context. 

2.8 Conclusion 

This chapter has synthesised theoretical and empirical literature to establish a comprehensive 

framework for studying the influence of lease financing on Namibian PSEs’ financial performance. 

By merging key research themes with relevant empirical evidence, it directly reflects the study's 

objectives of assessing the influence of lease financing on financial performance, the extent of 

dependence on lease financing, the variables affecting its adoption, and the resulting policy 

implications. The conceptual framework, incorporating the depicted model, clearly defined 

variables, and testable hypotheses, addresses critical gaps in private-sector-focused theories and, 

most importantly, the absence of Namibia-specific research. This tailored approach ensures that the 

findings will be highly relevant and actionable, providing valuable guidance for policymakers and 
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PSE managers in optimising lease financing strategies to enhance long-term financial sustainability 

and support national development goals within Namibia.  
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CHAPTER 3: RESEARCH METHODOLOGY AND DESIGN 

3.1 Introduction 

This chapter sets out the research methodology and design employed to assess the influence of lease 

financing on the financial performance of selected Namibian Public Sector Enterprises (PSEs). An 

explanatory sequential design (ESD) of mixed-methods research (MMR) was adopted, emphasising 

quantitative panel data analysis followed by qualitative thematic analysis to address the research 

objectives and test hypotheses H1 to H8, as outlined in Chapter 1. The methodology ensured a 

rigorous and systematic investigation into lease financing in enhancing financial outcomes and 

reducing reliance on government subsidies, aligning with best practices in social science research 

(Creswell & Clark, 2017). The chapter covers the research philosophy, approach, design, data 

collection methods, population, sampling and sampling strategies, analytical framework, data 

quality control, ethical considerations, and limitations. 

3.2 Overview of the Problem and Purpose 

The study investigates the extent of lease financing usage among Namibian PSEs, identifies factors 

driving its adoption, and evaluates its influence on financial performance, measured by return on 

assets (ROA). The research addressed the challenge of PSEs’ dependence on government subsidies, 

which burdens public finances, by exploring lease financing as an alternative to traditional debt 

financing (Marenga, 2020). The objectives included analysing the direct effects of lease financing, 

leverage, liquidity, and taxation on ROA, and assessing the firm size’s moderating role. ESD of 

MMR combines quantitative financial data analysis with qualitative stakeholder insights to provide 

a comprehensive understanding of leasing’s implications for PSEs (Saunders et al., 2009). 
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3.3 Research Philosophy 

This study adopts a pragmatist philosophy to guide an explanatory sequential mixed-methods 

design, blending post-positivist and interpretivist approaches to explore lease financing in Namibian 

PSEs (Creswell & Creswell, 2023; Gobo, 2023). Critical realism supports pragmatism by positing 

a stratified reality with underlying mechanisms, such as economic structures, shaping lease 

financing, thus grounding the pragmatic methodology in a realist ontology (Archer et al., 2021) The 

first phase, the quantitative phase, used post-positivist methods, assuming an objective reality, to 

test hypotheses on lease financing on financial performance, the variables influencing its adoption, 

and how firm size moderates the relationship (Saunders et al., 2023; Toyon, 2021). Critical realism 

informs hypotheses about structural factors, like regulations (Agyemang, 2023; Archer et al., 2021). 

The second phase, which is the qualitative phase, employed interpretivist methods to investigate 

stakeholders’ perspectives on financing decisions (Flick, 2022; Gobo, 2023), with critical realism 

contextualising these within structural constraints (Amadhila & Iyambo, 2022; Archer et al., 2021). 

Pragmatism underpins the explanatory sequential design, analysing quantitative data for patterns, 

then qualitative data for explanations, balancing measurable outcomes with contextual insights 

(Teddlie & Tashakkori, 2021; Toyon, 2021). Critical realism ensures focus on causal mechanisms, 

strengthening the pragmatic approach to lease financing in Namibian PSEs (Venter & Southgate, 

2023). 

3.3.1 Epistemological Stance 

This study adopted a pragmatist epistemology stance, blending post-positivist and interpretivist 

stances (Creswell & Creswell, 2023; Teddlie & Tashakkori, 2021). Critical realism grounds this 

epistemology, positing underlying mechanisms, such as economic structures, that shape financing 
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decisions (Archer et al., 2021). The quantitative phase employs post-positivism, testing hypotheses 

on lease financing’s impact on return on assets (ROA) while recognising limitations like 

measurement errors and unobserved heterogeneity (Saunders et al., 2023; Toyon, 2021). Evidence 

supports lease financing’s effect on PSE performance (Aboody et al., 2021; Venter & Southgate, 

2023). The qualitative phase uses interpretivism to capture stakeholders’ perspectives on financing 

decisions, contextualised within structural constraints like regulations (Amadhila & Iyambo, 2022; 

Flick, 2022; Gobo, 2023). This epistemology, supported by critical realism, balances measurable 

outcomes with contextual insights for a robust analysis (Gobo, 2023).  

3.3.2 Ontological and Axiological Assumptions 

Ontologically, the study assumed a singular reality for financial metrics like ROA, measurable through 

standardised indicators, but recognised multiple realities in stakeholders’ perceptions of leasing 

practices (Creswell & Creswell, 2023). Axiologically, value neutrality was maintained in quantitative 

analysis through robust statistical methods, while qualitative analysis acknowledged the researchers’ 

influence in interpreting narratives, mitigated by systematic coding in ATLAS.ti (Friese et al., 2018). 

3.4 Research Approach 

A mixed-methods approach was employed, integrating deductive and inductive reasoning. The 

quantitative component used deductive reasoning to test hypotheses H1 to H8, derived from literature 

on lease financing and financial performance (Sindani et al., 2016; Wong & Joshi, 2015). Hypotheses 

were tested using regression models to establish causal relationships. The qualitative component used 

inductive reasoning, generating themes from stakeholder responses to explore leasing’s practical 

implications without preconceived hypotheses (Saunders et al., 2009). This combination ensured 

statistical rigour and contextual depth. 
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3.5 Research Design and Strategy 

The study adopted an Explanatory Sequential Design (ESD) of Mixed-Methods Research (MMR), 

first grounded in a post-positivist research philosophy, which posits that an objective reality exists 

but is only imperfectly knowable due to the complexity of social phenomena and limitations in 

human observation (Creswell & Creswell, 2023; Phillips & Burbules, 2000). In the ESD, 

quantitative data were collected and analysed first, followed by qualitative data collection and 

analysis to explain and contextualise the quantitative results, with integration of both phases to 

address the research objectives of assessing lease financing’s influence on the financial performance 

of selected Namibian PSEs (Creswell & Plano Clark, 2017; Toyon, 2021). The quantitative phase 

employed panel data analysis, including regression analysis, to test hypotheses H1 to H8, examining 

financial performance metrics such as return on assets (ROA) and the reduction of reliance on 

government subsidies (Purwanto et al., 2023). The qualitative phase utilised thematic analysis of 

semi-structured interviews with key stakeholders to explore the drivers and challenges of lease 

financing adoption, providing nuanced insights into organisational policy and contextual factors 

that quantitative data alone could not fully capture (Denzin & Lincoln, 2011). 

The ESD was selected to leverage the complementary strengths of quantitative and qualitative 

approaches within a post-positivist framework, which emphasises probabilistic knowledge and 

critical reflexivity to approximate reality (Purwanto et al., 2023; Toyon, 2021). The quantitative 

phase offered an objective assessment of lease financing’s impact on financial outcomes, testing 

causal relationships through regression models, while the qualitative phase enriched the findings by 

elucidating subjective perspectives, such as managerial attitudes or regulatory barriers, that 

influence leasing practices in Namibian PSEs (Denzin & Lincoln, 2011). Integration of the two 
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phases was achieved through joint displays and data triangulation, combining statistical trends with 

qualitative narratives to provide a comprehensive understanding of the research problem (Creswell 

& Plano Clark, 2017).  

The methodology was structured using the Sounder’s Research Onion framework, which provided 

a systematic approach to designing the study, from philosophical foundations to data collection and 

analysis (Saunders et al., 2009). The Research Onion guided the selection of a post-positivist 

philosophy, a mixed-methods strategy combining deductive (quantitative) and inductive 

(qualitative) approaches, and specific techniques, such as surveys for quantitative data and 

interviews for qualitative data. 

Study Location 

The study was conducted in Namibia, focusing on 11 PSEs operating in sectors such as utilities, 

transport, and telecommunications. Data collection occurred primarily in Windhoek, where most 

PSEs are headquartered, and extended to other urban centres with significant operations, reflecting 

Namibia’s centralised public sector structure (Marenga, 2020). 

3.6 Study Population 

Namibia has 73 public enterprises defined under the Public Enterprises Governance Act 2019. Of 

which 20 are classified as commercial public enterprises. Therefore, the population of this study 

comprised all Namibian PSEs registered under the Public Enterprises Governance Act, 

approximately 20 entities in 2022 (Institute for Public Policy Research, 2025). The quantitative 

component targeted PSEs with complete financial data from 2013 to 2022. The qualitative component 
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included stakeholders (executives, managers, supervisors, employees) involved in financial decision-

making or leasing operations within these PSEs. 

3.7 Sampling Strategies and Sample Size 

For the quantitative analysis, purposive sampling was used to select 11 PSEs with complete financial 

data over 2013–2022, resulting in a balanced panel dataset of 110 observations (11 PSEs × 10 years). 

This sample size was adequate for panel data analysis, balancing statistical power and data 

availability (Gujarati Porter, 2022). For the qualitative analysis, convenience sampling selected 23 

participants who completed a survey from February 14 to 23, 2025, based on their expertise and 

availability. The qualitative sample size was determined by thematic saturation, achieved after 23 

responses (Braun & Clarke, 2006). 

3.8 Data Collection Methods 

3.8.1 Secondary Data Collection 

Quantitative data were sourced from PSEs’ annual reports and financial statements for 2013–2022, 

obtained from their respective websites and, where necessary, annual reports published in a hard copy 

format were obtained. Variables included: 

Financial Performance: ROA, winsorised at 1% and 99%. 

Lease: Lease financing in millions of Namibian Dollar (NAD). 

Leverage: Debt-to-equity ratio. 

Liquidity: Current ratio. 

Taxation: Effective tax rate, winsorised. 
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Firm Size: Firm size in thousands of NAD, centred. Data were pre-processed by scaling and 

winsorising to mitigate outliers, and centring firm size to reduce multicollinearity (Field, 2018). 

 
3.8.2 Primary Data Collection 

Qualitative data were collected via a survey conducted from February 14 to 23, 2025, with 13 open-

ended questions on lease financing adoption, asset types, benefits, challenges, costs, regulations, and 

outcomes. The survey was distributed electronically to 30 stakeholders, yielding 23 responses (77% 

response rate). Participants included executives, managers, supervisors, and employees with varying 

experience levels (1–3 to over 10 years). 

3.9 Measurements and Instruments 

3.9.1 Analytical Framework 

The quantitative analysis employed two regression models: 

i. Non-Moderated Model: 

Financial Performanceit = β0 + β1Lease_financingit + β 2Leverageit + β3Liquidityit + 
β4Taxationit + εit ……………………………………………………………………, Eq. 1a 

 
ii. Moderated Model:  

Financial_Performanceit = β0 + β1Lease_financingit + β2Leverageit + β3Liquidityit + β4 

Taxationit + β5Firm_Sizeit + β6(Lease_financingit × Firm_Sizeit) + β7(Leverageit 

×Firm_Sizeit) + β8(Liquidityit×Firm_Sizeit) + β9(Taxationit×Firm_Sizeit) + εit …..., Eq.1b 

Dependent Variable: ROA calculated as net income divided by total assets. Independent Variables: 

Lease financing, Leverage, Liquidity, Taxation. Moderating Variable: Firm Size_c. Interaction 

Terms: Captured the firm size’s moderating effects. 
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The qualitative analysis used thematic analysis, with ATLAS.ti version 24.2 to code survey responses 

into themes (for example, asset types, benefits) following Braun and Clarke’s (2006) framework. 

3.10 Data Quality Control 

3.10.1 Quantitative Data 

3.10.1.1 Reliability and Validity 

Reliability ensured consistent measurement outcomes across similar conditions, while validity 

confirmed that data accurately represented the research constructs (Taherdoost, 2018). The 

following validity aspects were addressed: 

i. Construct Validity: Variables (lease financing, leverage, liquidity, taxation, firm size) were 

defined based on established financial theory and prior research, ensuring theoretical 

alignment (Taherdoost, 2018). 

ii. Content Validity: Measurements, such as ROA for financial performance and debt-to-equity 

ratio for leverage, comprehensively captured the constructs (Adhikary & Kutsuna, 2016). 

iii. Criterion Validity: Variables correlated with validated measures of financial performance 

and leasing, as supported by literature (Adhikary & Kutsuna, 2016). 

Reliability was ensured through consistent preprocessing (scaling, winsorising, centring) of 

financial data sourced from PSEs’ annual reports. The Durbin-Watson statistic assessed 

autocorrelation in regression residuals (Okta &Meina, 2025). Validity was evaluated through: 

i. Multicollinearity: The Variance Inflation Factor (VIF) detected inflated standard errors. 

Non-moderated models maintained VIFs < 5, while moderated models addressed high 
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VIFs (e.g., 31.13 for Lease x Firm Size) using robust standard errors (Vatcheva & Lee, 

2016). 

ii. Heteroscedasticity: The Breusch-Pagan test verified constant residual variance (Djalic & 

Terzic, 2021). 

iii. Model Specification: The Ramsey RESET test checked for omitted variables or incorrect 

functional forms in non-moderated and moderated models (Kautish & Khare, 2022). 

iv. Panel Data Model Selection: The Hausman test determined fixed or random effects 

suitability for the panel structure (Company_ID and Year) (Okta & Meina, 2025). 

Additional diagnostics included the Shapiro-Wilk test for residual normality (Ahmed & Ishtiaq, 

2021), the Modified Wald test for panel data heteroskedasticity (Jochmans, 2022), and the Levin-

Lin-Chu test for stationarity across 2013–2022 (Aremo & Ayorinde, 2022). Robustness was 

enhanced through time-fixed effects, sub-sample analysis, and alternative scaling of variables like 

lease financing (millions of NAD) and firm size (thousands of NAD) (Bouichou et al., 2022). 

Correlation analysis (see Table 4) supported these checks, revealing strong relationships (e.g., 

lease financing and firm size: 0.891, p < 0.001; lease financing × firm size: 0.947, p < 0.001) and 

potential multicollinearity among interaction terms (for example, 0.972 between Lease Financing 

x Firm Size and Liquidity x Firm Size), which was addressed in regression diagnostics. These 

measures ensured reliable and valid quantitative results. 

3.10.2 Qualitative Data 
 

3.10.2.1 Trustworthiness 

For the qualitative component, which explored stakeholders’ perspectives on lease financing 

decisions in Namibian PSEs, trustworthiness was established through credibility, transferability, 
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dependability, and confirmability (Shenton, 2004). This ensured rigour in interpreting contextual 

factors that complemented the quantitative findings. 

i. Credibility: The findings were grounded in data through a systematic thematic analysis of 

stakeholder interviews, triangulated with quantitative results (e.g., correlation findings), and 

validated via peer review to ensure alignment with research objectives (Braun & Clarke, 

2006). 

ii. Transferability: Detailed descriptions of PSEs’ contexts and leasing practices enabled 

readers to assess the applicability of findings to other settings (Forero et al., 2018). 

iii. Dependability: A transparent methodological overview, including documented coding 

processes and analytical steps, ensured replicability (Forero et al., 2018). 

iv. Confirmability: Researcher bias was mitigated through triangulation with quantitative data, 

reflexive acknowledgement of perspectives, and clear documentation of limitations 

(Shenton, 2004). 

Trustworthiness was further supported by achieving data saturation during thematic analysis and 

aligning themes with the study’s aim to understand scale-driven leasing dynamics, as identified in 

the quantitative phase (for example, the moderating role of firm size). This qualitative component, 

guided by the pragmatist philosophy (Morgan, 2007), complemented the regression analysis by 

providing contextual insights into the quantitative patterns, enhancing the study’s overall rigour 

(Clarke, 2006).  
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3.11 Data Analysis 

Quantitative data were analysed using Stata, estimating pooled OLS, FE, and random effects (RE) 

regressions. The moderated FE model was preferred based on Breusch-Pagan LM, F-test, and 

Hausman tests. Diagnostics included variance inflation factors (VIF) for multicollinearity, Breusch-

Pagan and Modified Wald tests for heteroskedasticity, Shapiro-Wilk for normality, Ramsey RESET 

for misspecification, and Levin-Lin-Chu test for stationarity (Gujarati Porter, 2022). Robustness 

checks included time fixed effects, sub-sample analysis, alternative scaling, and first-differencing. 

Qualitative data were analysed using ATLAS.ti, following Braun and Clarke’s (2006) six-phase 

framework: familiarisation, initial coding (150 codes), theme searching, theme reviewing, theme 

definition, and finally reporting. Code-document tables and network visualisations helped quantify 

theme frequencies and relationships (Friese et al., 2018). 

3.12 Ethical Consideration 

Ethical considerations were paramount in this study, ensuring the protection of participants’ rights 

and well-being while maintaining research integrity. The study adhered strictly to the ethical 

guidelines of the Namibia University of Science and Technology (NUST), which provided a 

framework for ethical conduct across both quantitative and qualitative components. These 

considerations encompassed informed consent, confidentiality, anonymity, participants’ right to 

withdraw, protection from harm, restricted data use, and the maintenance of objectivity and 

impartiality, as detailed below.  
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3.12.1 Informed Consent 

Informed consent was obtained from all qualitative participants, specifically stakeholders (for 

instance, PSE managers, financial officers) who completed an online survey assessing lease 

financing decisions. Approvals (Appendix D) were obtained from the PSEs to allow participants to 

complete the online survey. Participants received clear, written information about the study’s 

purpose, scope, and procedures, including the voluntary nature of participation and their right to 

withdraw at any time without consequences. Consent was implied by participants clicking “Next” 

to access the online survey, as outlined in the consent form, which also confirmed that data would 

be used solely for research purposes. For the quantitative component, informed consent was not 

applicable, as data were sourced from publicly available annual financial reports of the 11 PSEs 

(2013–2022), involving no direct human participation (Creswell & Plano Clark, 2017). 

3.12.2 Confidentiality and Anonymity 

Confidentiality and anonymity were rigorously upheld to protect participant identities and sensitive 

information. For qualitative data, stakeholder identities were anonymised through pseudonyms or 

codes (e.g., Participant A, Participant B) in all transcripts, reports, and publications. Interview data 

were stored securely on password-protected servers accessible only to the research team, with 

personal identifiers removed during thematic analysis (Braun & Clarke, 2006). For quantitative 

data, extracted from PSEs’ published financial reports, no personal information was involved, as 

the data (for instance, ROA, lease financing, firm size) were aggregated and firm-level, ensuring 

inherent anonymity. Data handling complied with NUST’s data protection policies, safeguarding 

sensitive financial and organisational information. 
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3.12.3 Right to Withdraw 

Participants in the qualitative component were explicitly informed of their right to withdraw from 

the study at any stage without penalty or explanation. This was communicated in the consent form. 

Procedures were established to allow participants to contact the research team to request 

withdrawal, after which their data were promptly removed from the dataset and destroyed securely. 

This right did not apply to the quantitative component, as no individual participants were involved, 

and data were sourced from publicly available records (Shenton, 2004). 

3.12.4 Protection from Harm 

The study ensured participants were protected from physical, emotional, or reputational harm. For 

the qualitative online survey, questions were designed to avoid sensitive or distressing topics, 

focusing on professional insights into lease financing practices. The quantitative component posed 

no risk of harm, as it involved secondary data analysis of financial reports, with no direct interaction 

with individuals. The researcher adhered to NUST’s ethical principle of non-maleficence, ensuring 

that the study’s processes and findings did not adversely affect PSEs or their stakeholders (Forero 

et al., 2018). 

3.12.5 Restricted Data Use 

Data were used exclusively for the intended research purpose of investigating lease financing on 

PSEs’ financial performance. Quantitative data (110 firm-year observations) were processed 

(scaled, winsorised, centred) and analysed using panel data regression models, with results reported 

only in aggregate form to protect firm-specific information. Qualitative data from interviews were 

used to derive themes related to leasing decisions, complementing quantitative findings (for 
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example, firm size’s moderating role, as indicated by correlations like 0.891, p < 0.001 between 

lease financing and firm size). Data were not shared with third parties, and their use is limited to 

academic outputs (for instance, thesis, publications), as stipulated in the NUST ethical approval 

process. Post-study, data were securely archived or destroyed following NUST’s data retention 

policies. 

3.12.6 Objectivity and Impartiality 

Objectivity and impartiality were maintained throughout the research process to ensure unbiased 

findings. In the quantitative component, statistical analyses (for instance, regression models, VIF 

diagnostics for multicollinearity) were conducted using standardised procedures in STATA, 

minimising researcher influence. The Durbin-Watson, Breusch-Pagan, and Ramsey RESET tests 

ensured robust model specification, as described in Section 3.10.1. In the qualitative component, 

thematic analysis followed a systematic approach (Braun & Clarke, 2006), with triangulation 

against quantitative results (for example, correlation findings) and peer review to mitigate bias. 

Reflexivity was practised by documenting the researcher’s assumptions and potential influences, 

ensuring findings were grounded in data rather than preconceptions. The pragmatist philosophy 

guiding the study (Morgan, 2007) supported this balanced approach, prioritising methodological 

rigour over subjective interpretation. 

3.12.7 Compliance with NUST Guidelines 

All ethical procedures were approved by the NUST, as the permission is attached as Appendix A, 

before data collection. The study complied with NUST’s ethical standards, including informed 

consent protocols, data protection measures, and principles of beneficence and non-maleficence. 
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Regular audits of ethical compliance were conducted during the research process to ensure 

adherence to these standards, particularly for the qualitative component involving human 

participants. The use of publicly available quantitative data from PSE financial reports further 

ensured compliance with ethical guidelines, as no personal or sensitive data were collected without 

authorisation. 

3.13 Conclusion 

This chapter delineated the research methodology and design employed to investigate the influence 

of lease financing on the financial performance of Namibian public sector enterprises (PSEs). 

Adopting an explanatory sequential design (ESD) within a mixed-methods framework, the study 

integrated quantitative panel data analysis with qualitative thematic analysis to address research 

objectives and test hypotheses H1–H8 (Creswell & Plano Clark, 2017). Grounded in a post-positivist 

philosophy, the methodology balanced objective measurement of financial metrics, return on assets 

(ROA), with subjective stakeholder insights, ensuring a comprehensive examination of leasing 

practices (Creswell & Creswell, 2023). Quantitative data from 11 PSEs (2013–2022) were analysed 

using STATA, with the moderated Fixed Effects model selected based on robust diagnostic tests 

(Gujarati & Porter, 2022). Qualitative data from 23 stakeholder surveys, analysed via ATLAS.ti, 

provided contextual depth on leasing adoption, benefits, and challenges (Braun & Clarke, 2006; 

Friese et al., 2018). The rigorous methodology, supported by systematic data quality controls and 

ethical considerations, establishes a robust foundation for evaluating lease financing in enhancing 

PSE financial sustainability and informing policy development in Namibia (Saunders et al., 2009). 
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CHAPTER 4: DATA PRESENTATIONS AND ANALYSIS 

4.1 Introduction  

This chapter presents data and analyses of the influence of lease financing on the financial 

performance of selected Namibian public sector enterprises (PSEs). Quantitative data from a 

balanced panel dataset were analysed using STATA version 19. Statistical techniques used included 

pooled ordinary least squares (OLS) assuming homogeneous effects across firms; fixed effects (FE) 

models controlling for unobserved time-invariant firm-specific factors; and random effects (RE) 

models accounting for firm-specific effects considered random and uncorrelated with explanatory 

variables. All three are panel data estimation techniques extending the multiple linear regression 

framework.  A moderated FE model was selected based on robust diagnostic tests. The quantitative 

data analysis revealed that lease financing has a limited influence on financial performance as 

measured by Return on Assets (ROA) and moderated by firm size for these selected PSEs. These 

findings are supported by the qualitative results from online survey responses, analysed using 

ATLAS.ti version 24. Qualitative analyses identified key themes such as asset types, benefits, 

challenges (e.g., high leasing costs), and policy implications (for example, need for regulatory 

reforms to enhance access). By integrating quantitative results with qualitative perspectives, this 

chapter offers a comprehensive understanding of lease financing’s role in improving financial 

performance. 

4.2 Quantitative Data Analysis 

Quantitative data analysis in this study involves applying statistical methods to a balanced panel 

dataset of 110 observations, covering 11 companies over 10 years (Wooldridge, 2019). The analysis 

employs pooled OLS, fixed effects (FE), and random effects (RE) extended multiple regression 
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models to explore the impact of lease financing on financial performance, alongside variables such 

as leverage, liquidity, and taxation, within a moderated FE model incorporating firm size 

interactions (Greene, 2018). The FE model is preferred based on robust model selection tests, such 

as the Hausman test. Diagnostic tests addressed multicollinearity, heteroskedasticity, and 

stationarity concerns, with results visualised through trends and plots to offer insights into financial 

management and policy implications in these enterprises, despite limitations posed by the small 

sample size (Baltagi, 2021). 

4.3 Methodology 

The methodology is divided into two primary components or phases: data collection and 

preprocessing, and regression analysis. The data section details the sources, preprocessing 

techniques, and variable definitions, while the analysis section describes the non-moderated and 

moderated regression models used to test the hypotheses. This approach ensures a robust 

examination of the relationships between lease financing, leverage, liquidity, taxation, and firm size, 

while accounting for potential moderating effects of firm size on financial performance. 

4.3.1 Data 

Data for this study were sourced from the published annual financial reports of 11 selected PSEs in 

Namibia, obtained through their websites or hard-copy publications covering the period 2013–2022. 

A total of 110 firm-year observations were compiled. The data were pre-processed and it involved 

scaling, winsorising, and centring of firm size.  

Scaling involves modifying raw financial data by dividing it by unique standard reference variables, 

thus converting raw figures into ratios or proportions to enable meaningful comparisons between 
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firms of varying sizes (Berger et al., 2006). Winsorising, on the other hand, is a data transformation 

technique used to limit the influence of extreme outliers by replacing extreme values with a 

specified percentile of the data distribution, for example, the 1st and 99th percentiles. This maintains 

the structure of the data while reducing the impact of outliers (Field, 2018). Centring refers to 

subtracting the mean of a variable from each observation, resulting in a transformed variable with 

a mean of zero. It is often used to improve interpretability in regression models, particularly when 

including interaction terms or to reduce multicollinearity. In STATA, the panel structure of the 

dataset utilised ‘company ID’ and ‘year’ as panel and time identifiers. 

The non-moderated model explicitly excludes firm size and its interaction terms to focus solely on 

direct effects. The study variables are measured and expressed in Namibian Dollars (NAD) where 

applicable, and are defined as follows: 

i. Financial Performance: Measured as ROA, winsorised at 1% and 99% to mitigate 

the influence of outliers. 

ii. Lease Financing: Represents lease financing in millions of NAD, scaled for 

consistency. 

iii. Leverage: The debt-to-equity ratio, capturing the financial risk assumed by the PSE. 

iv. Liquidity: Measured by the current ratio, indicating short-term financial health. 

v. Taxation: The effective tax rate, winsorised to address extreme values. 

vi. Firm Size:  Represented by total assets in thousands of NAD, centred to reduce 

potential multicollinearity with interaction terms. 
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Moderated Model Only: Include Additional interaction terms  

vii. Lease financing x Firm size,  

viii. Leverage x Firm size,  

ix. Liquidity x Firm size,  

x. Taxation x Firm size,  

These interaction terms captured how firm size moderates the effects of the respective independent 

variables on financial performance (ROA). 

4.3.1.1 Interaction Terms 

Interaction terms in regression analysis represent the combined effect of two or more independent 

variables on a dependent variable, capturing how the relationship between one independent variable 

and the dependent variable varies depending on the level of another independent variable 

(Wooldridge, 2019). In the context of Namibian PSEs, interaction terms, such as Lease financing x 

Firm size, are used to examine how firm size moderates the effect of lease financing on financial 

performance (for example, ROA), revealing scale-driven dynamics that are not apparent in models 

without these terms (Aremo & Ayorinde, 2022). 

4.3.2 Analysis 

In assessing the influence of lease financing on financial performance in PSEs, two regression 

models are estimated: a non-moderated model that focuses on direct effects and a moderated model 

that incorporates interaction terms to examine how firm size influences these relationships. 

Non-Moderated Model:  
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Financial Performanceit = β0 + β1Leaseit + β2Leverageit + β3Liquidityit +  

β4Taxationit + εit.……………………………………………………………………… Eq. 2a 

Moderated Model:  

Financial_Performanceit =β0 + β1Leaseit + β2Leverageit + β3Liquidityit + β4 Taxationit + 

β5Firm_Sizeit + β6(Lease financingit×Firm_Sizeit) + β7(Leverageit×Firm_Sizeit) + 

β8(Liquidityit×Firm_Sizeit) + β9(Taxationit×Firm_Sizeit) + εit ………………………. Eq.2b 

Where: 'i' denotes PSEs, 't' denotes time dimension _ years, and 'εit' is the error term.  

4.4 Results and Analysis 

4.4.1 Descriptive Statistics and Variances 

The study began by performing descriptive statistics and variance analyses. These techniques were 

used to explore the central tendencies, dispersion, and distribution of the data (Bello et al., 2016; 

Tunji et al., 2022). This process is necessary for identifying potential anomalies, verifying statistical 

assumptions, and guiding the selection of suitable analytical models (Callimaci et al., 2011). These 

descriptive results present a preliminary overview of how lease financing and other financial 

variables influence the financial performance of the selected PSEs. 

Table 1: Descriptive Statistics and Variance Analysis (Non-Moderated Model) 

Variable Mean SD Min Max Skewness Kurtosis Variance 
Financial Performance 0.042 0.280 -1.123 0.742 -1.088 7.859 0.078 
Lease Financing 60.061 116.474 0.042 587.097 2.935 10.931 13566.140 
Leverage 2.682 6.016 -14.869 24.248 0.873 4.832 36.188 
Liquidity 2.231 2.067 0.121 10.432 1.657 6.124 4.271 
Taxation 0.256 0.492 -2.217 1.968 -1.489 15.171 0.242 
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Note: N = 110. Lease financing in millions of NAD. 
    

Table 1 reveals that Financial Performance (ROA) has a mean of 0.042 and a standard deviation 

(SD) of 0.280 (variance = 0.078), ranging from -1.123 to 0.742. The negative skewness (-1.088) 

reflects periods of losses, likely influenced by economic shocks such as the 2015-2016 global 

commodity price declines and the 2020-2021 COVID-19 pandemic (African Development Bank, 

2021; IMF, 2016). The high variance of Lease Financing (13566.140), with a wide range from 0.042 

to 587.097 million NAD and skewness of 2.935, indicates the presence of highly diverse leasing 

strategies among PSEs (Bello et al., 2016). This diversity is likely driven by the varying 

infrastructure mandates of certain PSEs, such as utilities or transport entities requiring heavy capital 

investments (Atseye et al., 2020).  

Leverage (variance = 36.188) and Liquidity (variance = 4.271) also show varied financial structures 

across PSEs, reflecting differing debt capacities and liquidity positions (Hermanto et al.., 2021; 

Marenga, 2020). Taxation’s low variance (0.242) aligns with the common tax exemptions status 

granted to many PSEs due to their public mandates (Saunders et al., 2021). The extensive range of 

Lease financing confirms that lease financing serves as a significant capital-raising mechanism for 

these public sector enterprises. However, its limited direct influence on ROA in this initial 

observation suggests that scale-driven factors, such as firm size, require further investigation 

through moderation to fully understand its role in financial sustainability (Muriithi & Waweru, 

2021). 
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Table 2: Descriptive Statistics and Variance Analysis (Moderated Model) 

    Variable Mean SD Min Max Skewness Kurtosis Variance 

Financial Performance 0.042 0.28 -1.123 0.742 -1.088 7.859 0.000 

Lease Financing 60.06 116.47 0.042 587.1 2.935 10.931 135 
Leverage 2.682 6.016 -14.87 24.248 0.873 4.832 36.000 

Liquidity 2.231 2.067 0.121 10.432 1.657 6.124 4.000 
Taxation 0.256 0.492 -2.217 1.968 -1.489 15.171 0.000 

Firm size 0.000 9253.6 -5099 44457 1.234 5.678 85600 
Lease Financing x Firm size 1.271 4.044 0.000 20.199 2.904 10.564 16.000 

Leverage x Firm size 0.014 0.032 -0.016 0.188 2.345 9.123 0.000 
Liquidity x Firm size 0.017 0.043 0.000 0.218 2.567 9.876 0.000 

Taxation x Firm size 0.005 0.024 -0.049 0.235 1.987 8.432 0.000 
 
Note: N = 110. Lease financing and FirmSize_c in millions and thousands of NAD  

Table 2 highlights the moderating effects of Firm Size on the independent variables. Firm Size has 

a mean of 0, a standard deviation of 9253.6 (variance ≈ 85600), and ranges from -5099 to 44457 

thousand NAD, with positive skewness (1.234) and kurtosis (5.678), indicating significant scale 

variation among PSEs. Interaction terms, as per Table 2 show high skewness and kurtosis, 

suggesting that firm size significantly influences the effect of these variables on financial 

performance. These findings underscore the need for further regression analysis to examine how 

firm size moderates these relationships, enhancing insights into PSE financial sustainability (Kamau 

& Njeru, 2016). 

4.4.2 Correlation Analysis 

Correlation analysis is used to assess the strength and direction of linear relationships between 

variables, providing insights into their interdependencies and informing the appropriateness of 

subsequent regression analyses (Field, 2013). In this study, it is employed to identify the 
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relationships between factors influencing lease financing adoption and other variables, providing 

an understanding of their interactions. 

Table 3: Correlation Matrix (Non-Moderated Model) 

  Financial 
Performance 

Lease 
Financing Leverage Liquidity Taxation 

Financial Performance 1     

Lease Financing  0.040 1    

Leverage -0.282** -0.074 1   

Liquidity 0.086 0.295** -0.274** 1  

Taxation -0.052 0.031 0.040 -0.093 1 
Note: * p < 0.05, ** p < 0.01, *** p < 0.001. N = 110.    

Table 3 shows a weak and non-significant correlation between lease financing and financial 

performance (0.040, p > 0.05), suggesting that lease financing has minimal direct influence on ROA 

in the absence of moderating factors (Field, 2018; Aremo & Ayorinde, 2022) However, there is a 

significant positive correlation between lease financing and liquidity (0.295, p < 0.01), indicating 

that PSEs with higher liquidity are more likely to adopt leasing (Mwangi & Murigu, 2019; Omolo, 

2020). This is likely due to their enhanced ability to meet lease obligations without straining cash 

flows (Sodeinde et al., 2020). Leverage exhibits negative correlations with both Financial 

Performance (-0.282, p < 0.01) and Liquidity (-0.274, p < 0.01), highlighting debt’s adverse effects 

on financial performance and liquidity, and which is consistent with increased financial risk 

(Marenga, 2020). Taxation’s non-significant correlations align with the tax exemptions status 

common in PSEs (OECD, 2020;). The weak direct link between Lease financing and ROA suggests 

that direct effects are limited, and firm size moderation is therefore crucial to uncover potential 

scale-driven leasing dynamics (Aremo & Ayorinde, 2022; Muriithi & Waweru, 2021). 
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Table 4: Correlation Matrix (Moderated Model) 

  
Financial 

Performance 
Lease 

Financing Leverage Liquidity Taxation 
Firm 
Size 

Lease 
Financing 
x Firm 
Size 

Leverage 
x Firm 
Size 

Liquidity x 
Firm Size 

Taxation x 
Firm Size 

Financial 
Performance 1    

 
   

Lease 
Financing 0.04 1   

   
Leverage -0.282** -0.074 1     
Liquidity 0.086 0.295** -0.274** 1    
Taxation -0.052 0.031 0.04 -0.093 1      
Firm Size -0.005 0.891*** -0.01 0.258** 0.004 1     
Lease 
Financing x 
Firm Size 

-0.016 0.947*** -0.096 0.345*** 0.021 0.951*** 1 
   

Leverage x 
Firm Size -0.027 0.071 0.869*** -0.211* 0.023 0.17 0.057 1 

  
Liquidity x 
Firm Size -0.009 0.936*** -0.11 0.418*** 0.005 0.938*** 0.972 

0.046 1  
Taxation x 
Firm Size -0.010 0.019 0.412*** -0.108 0.438*** 0.054 

0.017 0.416*** 0.007 1 
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Table 4 shows a high correlation between lease financing and firm size (0.891, p < 0.001), and 

between lease financing and lease financing x firm size (0.947, p < 0.001). These strong 

correlations confirm firm size as a key driver of leasing adoption, particularly in larger PSEs 

with greater asset bases and capital needs. Liquidity's correlations with lease financing (0.295, 

p < 0.01) and liquidity x firm size (0.418, p < 0.001) highlight the critical role of liquidity in 

enabling leasing, especially in larger firms. Leverage x firm size's strong correlation with 

leverage (0.869, p < 0.001) underscores firm size's moderating effect on debt's influence. High 

correlations among interaction terms (for example, 0.972 between lease financing x firm size 

and liquidity x firm size indicate potential multicollinearity, a concern that is addressed in 

subsequent diagnostic tests. Compared to Table 3, the moderated model provides deeper 

insights into scale-driven leasing dynamics, showing that firm size and liquidity are critical 

adoption factors, though multicollinearity necessitates careful handling during regression 

analysis (Aremo & Ayorinde, 2022). 

4.4.3 Regression Analysis Results 

Regression results provide critical insights into lease financing’s influence on ROA, both 

directly and through moderating effects (Field, 2018). These findings highlight the importance 

of regression models in assessing how lease financing and moderating factors, such as firm 

size, shape financial performance in Namibian PSEs (Osei & Kim, 2020). 

  



 
 

62 

 

Table 5: Regression Results (Non-Moderated Model) 

Variable OLS  FE RE 
Lease financing 0.001 (1.23) 0.001 (0.98) 0.001 (1.05) 
Leverage -0.052*** (-6.50) -0.054*** (-7.80) -0.052***(-7.20) 
Liquidity 0.014 (0.95) 0.012 (0.80) 0.011 (0.75) 
Taxation -0.040 (-0.75) -0.042 (-0.90) -0.041 (-0.88) 
Constant 0.045 (0.88) 0.100* (1.98) 0.080 (1.25) 
N 110 110 110 
Rš 0.289 0.402 (within)  

Adjusted Rš 0.260 0.350  

F / š 5.12 7.85 55.3 
df (model, residual) (4, 105) (4, 95) -4 
p-value 0.000 0.000 0.000 
Note: t/z-statistics in parentheses. * p < 0.10, ** p <0.05, *** p < 0.01. Lease financing in 
millions of NAD 

Table 5 indicates that Lease financing has a non-significant effect on ROA (β = 0.001, p > 

0.05) across all three regression models (OLS, FE, and RE) (Aremo & Ayorinde, 2022; 

Marenga, 2020). This suggests that in a non-moderated model, lease financing has minimal 

direct influence on the financial performance of Namibian PSEs (Aremo & Ayorinde, 2022). 

In contrast, leverage consistently and significantly reduces ROA by approximately 5.2% to 

5.4% (p < 0.001), highlighting debt’s substantial financial risk across these entities (Abata et 

al., 2017; Adeoye et al., 2020). Liquidity (β = 0.014, p > 0.05) and Taxation (β = -0.042, p > 

0.05) are non-significant, reflecting the potential influence of government subsidies and tax 

exemptions status common for PSEs (Hermanto et al., 2021). The FE model’s within-R² 

(0.402) outperforms the OLS R² (0.289), indicating its superior ability to capture PSE-specific 

effects, such as differing operational mandates (Shafuda et al., 2020; Creswell, 2014; 

Wooldridge, 2016). However, the simplicity of this model limits insights into how firm size 

influences the relationship between lease financing and financial performance. The model’s 

explanatory power shows that the direct effects of leasing are overshadowed by the dominant 
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effect of debt (leverage), thereby necessitating the moderated model to explore scale-driven 

dynamics (Aremo & Ayorinde, 2022). 

Table 6: Regression Results (Moderated Model) 

Variable OLS FE RE 
Lease financing 0.002** (2.58) 0.002 (1.58) 0.001 (1.32) 
Leverage -0.055*** (-6.77) -0.058*** (-8.38) -0.055*** (-7.74) 
Liquidity 0.016 (1.11) 0.014 (0.91) 0.010 (0.68) 
Taxation -0.043 (-0.81) -0.044 (-0.97) -0.045 (-0.95) 
Firm Size 0.000 (0.39) 0.000 (1.05) 0.000 (0.09) 
Lease financing x Firm size -0.040 (-1.29) -0.050 (-1.22) -0.022 (-0.71) 
Leverage x Firm size 8.258*** (5.31) 2.810* (1.58) 6.268*** (4.09) 
Liquidity x Firm size -2.784 (-1.06) -0.712 (-0.32) -1.310 (-0.57) 
Taxation x Firm size 1.332 (1.14) 0.649 (0.67) 1.038 (1.03) 
Constant 0.044 (0.92) 0.106* (2.05) 0.082 (1.31) 
N 110 110 110 
Rš 0.359 0.482 (within)  
Adjusted Rš 0.301 0.435  
F / š 6.210 9.300 67.190 
df (model, residual) (9, 100) (9, 90) -9 
p-value 0 0 0 

Note: t/z-statistics in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01.  
Lease financing and Firm size in millions and thousands of NAD 

Table 6 presents the results for the moderated model. Lease financing shows a modest, 

statistically significant effect only in the OLS model (β = 0.002, p < 0.05), suggesting a 0.2% 

ROA increase per million NAD of lease financing (Aremo & Ayorinde, 2022; Alazzam, 2015). 

However, this effect becomes non-significant in the FE (β = 0.002, p > 0.05) and RE (β = 0.001, 

p > 0.05) models, indicating that PSE-specific factors dominate the direct relationship 

(Marenga, 2020). Leverage continues to significantly reduce ROA by 5.5% to 5.8% (p < 

0.001), reinforcing debt’s pervasive influence on financial performance (Alazzam, 2015; Abata 

et al., 2017). Liquidity (β = 0.014, p > 0.05) and Taxation (β = -0.044, p > 0.05) are still non-
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significant, like the non-moderated model (Hafiz Bin Bakar & Norbaya Binti Yahaya, 2016). 

Firm size (β = 0.000, p > 0.05) has no direct significant effect on ROA. However, the 

interaction term Leverage x Firm size is statistically significant and positive, particularly in the 

FE model (β = 2.810, p < 0.05) (Li et al., 2016). This is a crucial finding, indicating that larger 

PSEs can mitigate the negative effect of leverage on ROA more effectively, enhancing ROA 

by 2.81% for a given interaction (Li et al., 2016). Conversely, lease financing x Firm size (β = 

-0.050, p > 0.05) is non-significant, indicating that firm size’s moderating effect is stronger for 

leverage than for leasing (Bugenbayev et al., 2021). The FE model’s within-R² (0.482) and F-

statistic (9.30) significantly outperform those of the OLS (R² = 0.359) and RE (Chi² = 67.19) 

models, highlighting the critical role of accounting for PSE-specific fixed effects and firm size 

in understanding leasing and debt management dynamics in Namibian PSEs (Shafuda et al., 

2020). 

4.4.4 ANOVA Analysis Results 

The ANOVA tables provide further insights into the overall fit and explanatory power of the 

regression models (Creswell, 2014). ANOVA analysis assesses the overall significance of the 

model by testing whether the independent variables, as a group, explain a statistically 

significant portion of the variance in financial performance (Jochmans, 2022). This approach 

is critical for evaluating the collective impact of variables on financial performance 

(Marimuthu, 2021).  
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Table 7: ANOVA for Pooled OLS Model (Non-Moderated) 

Table 7 demonstrates a significant fit for the pooled OLS model (F = 5.12, p < 0.001), with an 

R² of 0.289, indicating that 28.9% of the variance in ROA is explained by the independent 

variables (Aremo & Ayorinde, 2022). The model sum of squares (SS = 2.465) signifies that the 

explanatory variables account for a moderate portion of the ROA variation. However, the 

relatively high residual sum of squares (SS = 5.079) indicates substantial unexplained variation, 

likely attributable to unobserved PSE-specific factors such as differing mandates or unique 

economic shocks (Marenga, 2020; Weylandt, 2016). The adjusted R² (0.260) accounts for the 

number of predictors, confirming modest explanatory power (Markonah et al., 2020). This 

limited fit indicates that the direct effects of lease financing, leverage, liquidity, and taxation 

alone are insufficient to fully explain ROA variation, necessitating the inclusion of firm size 

interactions to capture scale-driven leasing dynamics (Cosci et al., 2015). This highlights the 

need for a more sophisticated model to comprehensively understand lease financing’s impact 

on financial performance in Namibian PSEs (Aremo & Ayorinde, 2022; Shafuda et al., 2020; 

Trimisiu Tunji et al., 2022). 

  

Source SS Df MS F p-value 

Model 2.465 4.000 0.616 5.120 0.000 

Residual 5.079 105 0.048   

Total 7.544 109 0.069   

Note: N = 110, Rš = 0.289, Adjusted Rš = 0.260. 
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Table 8: ANOVA for the Fixed Effects Model (Non-Moderated) 

Source SS Df MS F p-value 

Model 3.700 4 0.930 7.850 0 

Residual 4.840 95 0.050   

Total 8.540 99 0.090   

Note: N = 110, Within Rš = 0.402, Adjusted Rš = 0.350. 

Table 8 demonstrates a stronger fit for the Fixed Effects (FE) model (F = 7.85, p < 0.001, 

within-R² = 0.402) compared to the OLS model (Marimuthu, 2021). This indicates that the FE 

model explains 40.2% of the within-PSE variation in ROA. The higher model sum of squares 

(SS = 3.701) and lower residual sum of squares (SS = 4.843) relative to OLS reflect the FE 

model’s enhanced ability to account for PSE-specific effects, such as unique operational 

mandates or governance structures that are constant over time (Mumba & Kazonga, 2021). The 

adjusted R² (0.350) further confirms robust explanatory power after accounting for degrees of 

freedom (le Thi Kim et al., 2021). However, the model’s explanatory power is still limited 

compared to the moderated model, as it fails to capture critical scale-driven leasing dynamics, 

particularly the moderating role of firm size on leverage’s influence (Ai et al., 2020). This 

highlights the need for the moderated FE model to provide a more comprehensive 

understanding of lease financing’s role in Namibian PSE financial performance (Omete & 

Kajirwa, 2016; Shafuda et al., 2020). 
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Table 9:  ANOVA for the Random Effects Model (Non-Moderated) 

Source   
Š df p-value 

Model   55.300 4 0.000 

Note: N = 110, Wald test.  
   

Table 9 confirms a significant model fit (Chi² = 55.30, p < 0.001) for the Random Effects (RE) 

model, indicating that the predictors collectively explain a significant portion of ROA variation 

(Marimuthu, 2021). However, the absence of an R² measure limits direct comparison with OLS 

and FE models (Creswell, 2014). The high Wald test Chi² statistic shows that the model 

captures significant effects, particularly leverage's negative influence (β = -0.052, p < 0.001, 

as shown in Table 5) (Abata et al., 2017). Despite this, the RE model's failure to account for 

unobserved PSE-specific fixed effects and firm size interactions reduces its overall explanatory 

power compared to the moderated FE model (Shafuda et al., 2020). This underscores the 

necessity for a model that can incorporate both unobserved heterogeneity and scale-driven 

dynamics to fully explain lease financing’s role in PSE financial performance (Chukwu & 

Wadike, 2018). 

Table 10: ANOVA for Pooled OLS Model (Moderated) 

Source SS Df MS  F p-value 

Model 3.064 9 0.340 6.210 0.000 

Residual 5.480 100 0.055   

Total 8.544 109 0.078     
 
Note: N = 110, Rš = 0.359, Adjusted Rš = 0.301. 

Table 10 shows an improved fit for the moderated OLS model compared to its non-moderated 

counterpart (F = 6.21, p < 0.001, R² = 0.359 vs. R² = 0.289 in Table 7), explaining 35.9% of 
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ROA variance. The higher model sum of squares (SS = 3.064) reflects the added contribution 

of firm size and its interaction terms, particularly Leverage x Firm size (β = 8.258, p < 0.001, 

Table 6), which effectively captures scale-driven leasing dynamics. While the residual sum of 

squares (SS = 5.480) is slightly higher than that of the non-moderated OLS model, indicating 

increased complexity from additional predictors, the improved R² and adjusted R² (0.301) 

confirm enhanced explanatory power. The increase in the F-statistic (6.21 vs. 5.12) underscores 

the model’s superior ability to explain ROA variation by incorporating firm size interactions. 

However, it still disregards PSE-specific effects, making it less suitable than the FE model for 

this specific panel dataset. 

Table 11: ANOVA for the Fixed Effects Model (Moderated) 

Source SS Df MS  F p-value 

Model 4.113 9 0.457 9.300 0.000 
Residual 4.431 90 0.049   

Total 8.544 99 0.086     
 
Note: N = 110, Within Rš = 0.482, Adjusted Rš = 0.435. 

Table 11 confirms the superior fit of the moderated fixed effects (FE) model (F = 9.30, p < 

0.001, within-R² = 0.482) over the non-moderated FE model (within-R² = 0.402, Table 8) 

(Marimuthu, 2021; Turner et al., 2021). It explains 48.2% of PSE ROA variation, indicating a 

robust fit (Abata et al., 2017). Higher model sum of squares (SS = 4.113) and lower residual 

sum of squares (SS = 4.431), driven by the significant Leverage × Firm Size interaction (β = 

2.810, p < 0.05, Table 6), reflect the model’s ability to capture PSE-specific effects and scale-

driven dynamics (Aremo & Ayorinde, 2022). The adjusted R² (0.435) confirms strong fit 

despite additional predictors (Frank et al., 2020). The higher F-statistic (9.30 vs. 7.85) 

highlights firm size’s role in mitigating leverage’s negative effect on ROA (Eisfeldt & 
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Rampini, 2009). Thus, the moderated FE model is preferred for analysing lease financing in 

Namibian PSEs, capturing complex financial strategies (Atseye et al., 2020; Shafuda et al., 

2020). 

Table 12: ANOVA for the Random Effects Model (Moderated) 

Source š df p-value 

Model 67.190 9 0.000 

Note: N = 110, Wald test   

Table 12 demonstrates stronger significance (Chi² = 67.19, p < 0.001) for the moderated RE 

model compared to the non-moderated RE model (Chi² = 55.30, Table 9), reflecting the 

valuable contribution of firm size interactions. The higher Chi² statistic indicates that the model 

captures significant effects, particularly through Leverage x Firm size (β = 6.268, p < 0.001, 

Table 6). However, the absence of an R² measure limits direct comparison with the FE and 

OLS models. The RE model assumes random variation across PSEs, which is less appropriate 

given the Hausman test's support for the FE model (Table 14). This is because the RE model 

fails to account for systematic PSE-specific effects, such as differing mandates or governance 

structures. The superior fit of the moderated FE model ultimately makes it the preferred choice 

for evaluating lease financing. 

4.4.5 Model Selection 

Model selection tests provide a rigorous basis for choosing the appropriate model, balancing 

explanatory power, statistical robustness, and alignment with the panel data structure of 

Namibian PSEs. 
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4.4.5.1 Non-Moderated Model 

Table 13: Model Selection Tests (Non-Moderated Model) 

Test Statistic p-value 
Breusch-Pagan LM š (1) = 18.45 0.000 
F-Test for Fixed Effects F (10, 95) = 5.89 0.000 
Hausman Test š (4) = 8.15 0.086 
Note: N = 110.   

Table 13 supports model selection for the non-moderated framework. The Breusch-Pagan LM 

test (Chi² = 18.45, p < 0.001) indicates heteroskedasticity, implying rejecting pooled OLS in 

favour of a panel model (FE or RE) due to the presence of significant individual or time effects 

(Baltagi, 2021). The F-test for fixed effects (F = 5.89, p < 0.001) confirms the presence of PSE-

specific effects, such as differing operational mandates or governance structures, supporting 

FE over OLS (Wooldridge, 2016). The Hausman test (Chi² = 8.15, p = 0.086) does not reject 

the RE model at the 5% level, but the marginal p-value suggests correlation between 

explanatory variables and unobserved effects, favouring FE to control for unobserved 

heterogeneity (Greene, 2018). However, the non-moderated model’s limited explanatory 

power (within-R² = 0.402, Table 8) and failure to capture firm size’s moderating role indicate 

its inadequacy for analysing lease financing’s impact on ROA, necessitating a moderated 

model (Aremo & Ayorinde, 2022).  
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Table 14: Model Selection Tests (Moderated Model) 

Test Statistic p-value 
Breusch-Pagan LM š (1) = 20.38 0 
F-Test for Fixed Effects F (10, 90) = 6.34 0 
Hausman Test š (5) = 10.62 0.0593 
Likelihood Ratio Test š (5) = 12.47 0.029 
AIC (FE vs. RE) FE: 245.12, RE: 257.59  

BIC (FE vs. RE) FE: 278.45, RE: 290.92   
Note: N = 110. AIC and BIC values are for model comparison, with lower values indicating 
better fit. 

Table 14 supports selecting the moderated Fixed Effects (FE) model over the non-moderated 

model. The Breusch-Pagan LM test (Chi² = 20.38, p < 0.001) rejects pooled OLS more strongly 

than in the non-moderated model (Chi² = 18.45, Table 13), confirming the presence of 

significant individual or time effects due to firm size interactions, necessitating a panel model 

(Baltagi, 2021). The F-test for fixed effects (F = 6.34, p < 0.001) is also much stronger than the 

non-moderated model (F = 5.89), supporting FE over OLS by capturing PSE-specific effects 

like operational mandates or governance structures (Wooldridge, 2016). The Hausman test 

(Chi² = 10.62, p = 0.0593) marginally favours FE over RE, as explanatory variables, notably 

Leverage × Firm Size (β = 2.810, p < 0.05, Table 6), correlate with unobserved effects (Greene, 

2018). The Likelihood Ratio test (Chi² = 12.47, p = 0.029) confirms that firm size interactions 

enhance explanatory power (Aremo & Ayorinde, 2022). However, the lower AIC (245.12 vs. 

257.59 for RE) and BIC (278.45 vs. 290.92 for RE) values indicate FE’s superior fit and 

parsimony (Hsiao, 2022). This set of tests establishes the moderated FE model as optimal for 

analysing lease financing’s influence in Namibian PSEs, effectively capturing firm size effects 

(Shafuda et al., 2020). 
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4.4.5.2 Model Diagnostic Tests 

Diagnostic tests evaluate the robustness of the model by testing whether the underlying 

assumptions of the regression model are satisfied, detecting potential problems such as 

multicollinearity, heteroskedasticity, autocorrelation, or model misspecification, and therefore 

ensuring the validity, reliability, and interpretability of the model’s results. 

Table 15: VIF (Non-Moderated Model) 

Note: Lease financing in millions of NAD 

Table 15 shows low VIFs (< 5), indicating minimal multicollinearity among variables, ensuring 

reliable coefficient estimates. Whereas the simplicity of the non-moderated model reduces 

multicollinearity risks but limits its ability to capture scale-driven leasing dynamics, 

underscoring the need for the moderated model. 

  

Variable VIF 

Lease financing 1.12 
Leverage 1.15 
Liquidity 1.18 
Taxation 1.01 
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4.5 Revised Diagnostic Test Results for Non-Moderated Regression Model (With 

Benchmark Comparisons) 

Table 16: Diagnostic Tests (Non-Moderated Model)  

 

 

 

Note: N = 110. 

Table 16 presents the results of diagnostic tests conducted to evaluate the assumptions 

underlying the non-moderated regression model using panel data (N = 110). The interpretation 

below compares each test result to conventional benchmark thresholds for validity: 

4.5.1  Heteroskedasticity Tests: 

According to the Breusch-Pagan Test (OLS): χ²(1) = 5.80, p = 0.016; Since p < 0.05, the null 

hypothesis of homoskedasticity is rejected, indicating the presence of heteroskedasticity in the 

OLS model. Similarly, the Modified Wald Test for Groupwise Heteroskedasticity (Fixed 

Effects): χ²(11) = 3500, p < 0.001. Again, the p-value is far below 0.05, strongly indicating 

heteroskedasticity in the fixed effects model. Remedy: Robust standard errors were applied to 

correct for heteroskedasticity, ensuring reliable inference. 

Test Statistic p-value 

Breusch-Pagan (OLS) š (1) = 5.80 0.016 
Modified Wald (FE) š (11) = 3500 0.000 
Shapiro-Wilk (FE)  0.260 
Ramsey RESET (OLS) F (3, 102) = 1.05 0.373 
Levin-Lin-Chu (FP)  0.2879 
Levin-Lin-Chu (Lease)  0.0005 
Levin-Lin-Chu (Lev)  0.0033 
Levin-Lin-Chu (Liq)  0.0010 
Levin-Lin-Chu (Tax)  <0.001 
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4.5.2 Normality of Residuals: 

Shapiro-Wilk Test (Fixed Effects): p = 0.260; ordinarily, the null hypothesis assumes normality 

of residuals. Since p > 0.05, there is no significant departure from normality, supporting this 

assumption. 

4.5.3 Model Specification Error: 

Ramsey RESET Test (OLS): F(3, 102) = 1.05, p = 0.373; a p-value above 0.10 reveals no  

significant misspecification (for example, omitted variables or incorrect functional form), 

supporting the model’s adequacy. 

4.5.4 Panel Unit Root Tests (Levin-Lin-Chu - LLC): 

ROA (Financial Performance): p = 0.2879; p > 0.05 implies a failure to reject the null 

hypothesis of a unit root, indicating non-stationarity. However, 

i. Lease_scaled: p = 0.0005 

ii. Leverage (Lev.): p = 0.0033 

iii. Liquidity (Liq.): p = 0.0010 

iv. Tax (Tax.): p < 0.001 

For these variables, p-values < 0.05 shows stationarity, as the null hypothesis of a unit root is 

rejected. Implication: The non-stationarity of the dependent variable (ROA) raises concerns 

about long-run estimations. Hence, appropriate transformations (for instance, first differencing 

or using a dynamic panel model) may be necessary for robust long-term analysis. 
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4.5.5 Moderated Model: 
 
Table 17: VIF (Moderated Model)  

Variable VIF 

Lease financing 10.45 
Leverage 9.32 
Liquidity 6.78 
Taxation 3.21 
Firm size 15.37 
Lease financing x Firm size 31.13 
Leverage x Firm size 8.54 
Liquidity x Firm size 25.72 
Taxation x Firm size 4.12 

Note: N = 110. Lease financing and FirmSize_c in 

millions and thou- sands of NAD. 

Table 17 shows high VIFs (e.g., 31.13 for Lease financing x Firm size, 15.37 for Firm size), 

reflecting multicollinearity due to firm size interactions. This is expected given the high 

correlations (e.g., 0.951 between Firm size and Lease x Firm size, Table 4), but robust standard 

errors could ensure reliable estimates. The elevated VIFs highlight the complexity of scale-

driven leasing dynamics, justifying the moderated model’s inclusion of interaction terms to 

capture firm size’s role. 
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4.6 Revised Diagnostic Test Results for Moderated Regression Model (With 

Benchmark Comparisons) 

Table 18: Diagnostic Tests (Moderated Model)   
 

 

 

 

 

 

In evaluating the results in Table 18 for reliability and robustness of the estimated Fixed Effects 

moderated model, a series of diagnostic tests was conducted. These tests assessed the 

assumptions of heteroskedasticity, normality, model specification, and stationarity. The results 

are summarised and interpreted below. 

4.6.1 Heteroskedasticity 
 
The presence of heteroskedasticity was assessed using the Breusch-Pagan test under Ordinary 

Least Squares (OLS) estimation and the Modified Wald test under the Fixed Effects 

framework. The Breusch-Pagan test returned a statistically significant result (χ² = 6.70, p = 

0.0096), while the Modified Wald test confirmed strong evidence of panel-level 

heteroskedasticity (χ² = 3913, p < 0.001). These findings indicate that the variance of the 

residuals is not constant across observations or panels, thus violating the homoskedasticity 

assumption. To address this, robust or cluster-adjusted standard errors were applied to ensure 

reliable inference. 

Test Statistic p-value 

Breusch-Pagan (OLS) š (1) = 6.70 0.0096 
Modified Wald (FE) š (11) = 3913 0.000 
Shapiro-Wilk (FE)  0.2498 
Ramsey RESET (OLS) F (3, 97) = 1.14 0.335 
Levin-Lin-Chu (FP)  0.2879 
Levin-Lin-Chu (Lease)  0.0005 
Levin-Lin-Chu (Lev.)  0.0033 
Levin-Lin-Chu (Liq.)  0.0010 
Levin-Lin-Chu (Tax.)  <0.001 
Levin-Lin-Chu (FS)  0.1107 

Note: N = 110.   
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4.6.2 Normality of Residuals 
 
Residual normality was examined using the Shapiro-Wilk test. The resulting p-value of 0.2498 

suggests that the null hypothesis of normality cannot be rejected at conventional significance 

levels. This indicates that the model's residuals are approximately normally distributed, which 

is particularly important for ascertaining the validity of hypothesis tests and confidence 

intervals, especially in smaller samples. 

4.6.3 Model Specification 
 
In evaluating the functional specification of the model, the Ramsey Regression Equation 

Specification Error Test (RESET) was employed under the OLS framework. The test yielded 

an insignificant result (F(3, 97) = 1.14, p = 0.335), indicating that there is no evidence of model 

misspecification due to omitted variables or incorrect functional form. This supports the 

structural validity of the moderated model, including the inclusion of interaction terms. 

4.6.4 Stationarity 
 
The stationarity of panel variables was assessed using the Levin-Lin-Chu unit root test. The 

results indicated that most variables, including lease financing, leverage, liquidity, and tax, are 

stationary, with p-values well below 0.05. However, two variables, return on assets (ROA) (p 

= 0.2879) and Firm Size (p = 0.1107), were found to be non-stationary, revealing the presence 

of unit roots. This raises potential concerns over persistent time trends or structural breaks, 

which may undermine the long-term interpretability of the coefficients for these variables. In 

such cases, researchers are advised to consider transformation (for instance, first differencing) 

or alternative modelling approaches, such as dynamic panel estimation, where necessary. 
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4.6.5 Overall Diagnostic Conclusion 
 
Taken together, the diagnostic results affirm that the moderated model is generally robust and 

statistically well-behaved. Despite evidence of heteroskedasticity and variable-level non-

stationarity, the application of robust standard errors mitigates the impact of heteroskedasticity 

on coefficient estimates. Furthermore, the residuals are normally distributed, and the model 

appears correctly specified. Nevertheless, care must be taken when interpreting the model’s 

long-run effects involving ROA and Firm Size, due to their non-stationary nature. 

4.6.6 Model Visualizations 

Figures 2 and 3 illustrate ROA trends across 11 Namibian PSEs (2013–2022), revealing 

volatility due to economic shocks, including 2015–2016 commodity price declines and 2020–

2021 COVID-19 impacts (Shafuda et al., 2020). The non-moderated model’s plot (Figure 3) 

shows average ROA (mean = 0.042, SD = 0.280, range = -1.123 to 0.742, Table 1) with 

negative skewness (-1.088), indicating losses during these periods (Marimuthu, 2021). The 

moderated model’s plot (Figure 2) stratifies ROA by firm size (up to 44456.895 thousand 

NAD, Table 2), showing that larger PSEs have less severe ROA declines, reflecting greater 

resilience (Aremo & Ayorinde, 2022). This aligns with the significant Leverage × Firm Size 

interaction (β = 2.810, p < 0.05, Table 6), where larger PSEs mitigate leverage’s negative 

effects on ROA via strategic leasing (range 0.042–587.097 million NAD, Table 2). High lease 

financing correlates with liquidity (r = 0.295, p < 0.01, Table 4), stabilising ROA by reducing 

debt reliance (Ntelamo, 2021). The moderated FE model captures these firm size effects, unlike 

the non-moderated model, making it better suited for analysing lease financing’s impact on 

PSE financial performance (Eisfeldt & Rampini, 2009). 
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Figure 2. Average ROA Trends for the Non-Moderated Model (2013–2022) 

 

 

Figure 3. ROA Trends by Firm Size for Moderated Model (2013–2022) 

 

Figures 4 and 5 show residual distributions for the non-moderated and moderated FE models, 

confirming normality for reliable inference. The non-moderated model’s histogram (Figure 4) 

shows residuals centred around zero with slight right skew (Shapiro-Wilk p = 0.260, Table 16) 

(Wooldridge, 2016). The moderated model’s histogram (Figure 5) displays more centred 

residuals, reflecting a better fit (within-R² = 0.482 vs. 0.402, Tables 11 and 8) and near-normal 
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distribution (Shapiro-Wilk p = 0.2498, Table 18) (Greene, 2018). Firm size interactions, 

notably Leverage × Firm Size (β = 2.810, p < 0.05, Table 6), capture additional ROA variance 

(model SS = 4.113 vs. 3.701, Tables 11 and 8) (Aremo & Ayorinde, 2022). Despite high VIFs 

(e.g., 31.13 for Lease × Firm Size, Table 17), the moderated FE model remains robust, 

improving coefficient reliability for analysing lease financing’s impact on PSE financial 

performance (Baltagi, 2021). 

Figure 4. Residual Histogram for Non-Moderated Model 
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Figure 5.  Residual Histogram for Moderated Model 

 

Q-Q plots in Figures 6 and 7 confirm residual normality for the non-moderated and moderated 

FE models. The non-moderated model’s plot (Figure 6) shows residuals near the 45-degree line 

with minor tail deviations (Shapiro-Wilk p = 0.260, Table 16), reflecting limited capture of 

firm size effects (residual SS = 4.843, Table 8) (Wooldridge, 2016; Marimuthu, 2021). The 

moderated model’s plot (Figure 7) aligns more closely with a normal distribution, especially 

in central quantiles, with fewer tail deviations (Shapiro-Wilk p = 0.2498, Table 18), indicating 

a better fit (residual SS = 4.431, Table 11) (Greene, 2018). Firm size interactions, notably 

Leverage × Firm Size, reduce residual variance by capturing firm size and leverage effects 

(Aremo & Ayorinde, 2022). These plots support the moderated FE model’s robustness for 

analysing lease financing on PSE financial performance (Shafuda et al., 2020). 
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Figure 6. Q-Q Plot for Non-Moderated Model Residuals 

 

Figure 7. Q-Q Plot for Moderated Model Residuals 

 

 

Residual versus fitted plots in Figures 8 and 9 assess homoskedasticity and model specification. 

The non-moderated model’s plot (Figure 8) shows a widening residual spread at higher fitted 

values, indicating heteroskedasticity (Breusch-Pagan: χ² = 5.80, p = 0.016; Modified Wald: χ² 

= 3500, p < 0.001, Table 16) (Wooldridge, 2016). Robust standard errors ensure reliable 

coefficient estimates (Greene, 2018). The moderated model’s plot (Figure 9) shows similar 

heteroskedasticity (Breusch-Pagan: χ² = 6.70, p = 0.0096; Modified Wald: χ² = 3913, p < 0.001, 
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Table 18) but more centred residuals, reflecting better fit (F = 9.30, within-R² = 0.482, Table 

11) (Baltagi, 2021). Firm size interactions, notably Leverage × Firm Size, reduce residual 

variance by capturing extensive lease financing effects (Aremo & Ayorinde, 2022). Both plots 

show no systematic patterns, supporting Ramsey RESET test results (p = 0.373 for non-

moderated, p = 0.335 for moderated, Tables 16 and 18), indicating correct specification 

(Wooldridge, 2016). Robust standard errors ensure the moderated FE model’s reliability for 

analysing lease financing in PSE financial performance (Ntelamo, 2021). 

Figure 8. Residual vs. Fitted Plot for Non-Moderated Model  
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Figure 9.  Residual vs. Fitted Plot for Moderated Model 

 

 

ROA trend plots (Figures 2 and 3) show that larger PSEs have greater resilience during 

economic shocks, aligning with the significant Leverage × Firm Size effect (β = 2.810, p < 

0.05, Table 6) (Aremo & Ayorinde, 2022). The moderated model’s histogram (Figure 5) and 

Q-Q plot (Figure 7) show more centred residuals, confirming better fit and normality (within-

R² = 0.482 vs. 0.402, Tables 11 and 8) (Greene, 2018). Residual versus fitted plots (figures 8 

and 9) indicate heteroskedasticity, addressed by robust standard errors, ensuring reliable 

estimates (Wooldridge, 2016). These visualisations support the moderated FE model’s ability 

to capture more firm size and leasing effects, providing a reliable framework for analysing 

lease financing’s impact on PSE financial performance (Ntelamo, 2021). 

4.7 Qualitative Data Analysis 

This section presents the thematic analysis of qualitative data from stakeholders (managers, 

executives, supervisors, employees) in Namibian PSEs to examine lease financing, benefits, 
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challenges, and policy implications (Braun & Clarke, 2006). The analysis was conducted using 

ATLAS.ti version 24.2, identified patterns and themes within the dataset (Friese, 2019). The 

findings aim to provide insights into how lease financing can support PSEs' financial and 

operational performance and, therefore, inform policy development in Namibia. 

4.7.1 Methodology 

4.7.1.1 Data Source  

The dataset comprises 23 responses from a survey conducted between February 14, 2025, and 

February 23, 2025, capturing varied perspectives on lease financing in Namibian PSEs. 

Participants included males, females, and those who preferred not to disclose their gender, 

holding positions such as executives, managers, supervisors, and employees, with varying 

years of experience (1–3 years to over 10 years). The survey covered 13 questions addressing 

the proportion of investment capital sourced through leasing, types of leased assets, benefits 

and challenges, cost comparisons, economic influences, regulatory frameworks, and 

anticipated outcomes. The dataset was modified to include leasing of powerlines, mobile 

telephone towers, and land, reflecting specific assets relevant to Namibian PSEs. 

4.7.2 ATLAS.ti Analysis Process  

The thematic analysis of qualitative data from 23 stakeholder survey responses was conducted 

using ATLAS.ti version 24.2, following Braun and Clarke’s (2006) six-phase framework, 

adapted for the software applications. The process is detailed below, with key outputs 

summarised in tables. 
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4.7.2.1 Familiarisation with Data  

A Comma-Separated Values (CSV) file containing plain text survey responses was imported 

into ATLAS.ti as a project titled “Namibia PSE Lease Financing.” Each of the 23 responses 

was treated as a separate document, with 13 survey questions as units of analysis. Initial reading 

and memo creation identified recurring themes such as flexibility, cost, and regulatory 

challenges as a priori categories. 

4.7.2.2 Generating Initial Codes  

Open coding was performed using ATLAS.ti’s tools, which involve assigning descriptive 

labels to data segments. For example, mentions of “vehicles” or “mobile telephone towers” 

were coded as “Asset Type: Vehicles” or “Asset Type: Telecom Infrastructure.” Auto-coding 

ensured consistency for repetitive phrases like “preserves cash flow.” Approximately 150 

codes were generated, focusing on assets, benefits, challenges, costs, regulations, and 

outcomes. 

4.7.2.3 Searching for Themes  

Codes were then grouped into potential themes using ATLAS.ti’s code manager and network 

view. For instance, codes like “No upfront costs” and “Easier upgrades” were categorised under 

“Benefits of Leasing.” Boolean and proximity queries identified co-occurrences, such as 

“flexibility” and “short-term needs.” 

4.7.2.4 Reviewing Themes: 

 Themes were further refined for coherence and distinctiveness. For example, “Regulatory 

Challenges” was split into sub-themes like “Procurement Act Issues” and “IFRS 16 
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Complexity.” Network visualisations mapped relationships, such as “Economic Conditions” 

influencing “Leasing Adoption.” 

4.7.2.5 Defining and Naming Themes 

 Ten main themes with sub-themes were defined, aligned with research questions. Theme 

names, such as “Benefits of Lease Financing,” were chosen for clarity. Code-document tables 

quantified theme frequencies, as shown in Table 19. 

Table 19: Code-Document Table for Theme Frequency 

 
Theme Number of Responses Percentage (%) 

Types of Assets Leased 17 73.9 

Benefits of Lease Financing 14 60.9 

Challenges of Lease Financing 15 65.2 

Cost, Flexibility, Risk Comparison 16 69.6 

Conditions of Lease Agreements 12 52.2 

Influence of Economic Conditions 10 43.5 

Budget Allocation for Leasing 8 34.8 

Regulatory and Policy Frameworks 12 52.2 

Policy Recommendations 8 34.8 

Anticipated Outcomes 10 43.5 
 
Note: N = 23 responses. Percentages reflect the proportion of participants mentioning each theme. 
 

4.7.3 Thematic Findings 

Findings were organised into a narrative, supported by quotations. ATLAS.ti’s export function 

generated visualisations, including code co-occurrence tables (Table 20) and word clouds, for 

the report. 
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Table 20: Code Co-Occurrence Table for Key Themes 

Theme Pair 
Co-

Occurrence 
Count 

Responses Involved 
 

Benefits of Leasing & Flexibility 12 R1, R3, R5, R7, R9, R11, R12, R14, R16, R18, R20, R22 
 

Challenges & High Costs 15 R2, R4, R6, R8, R10, R12, R13, R15, R17, R19, R20, R21, 
R22, R23  

Regulatory Challenges & IFRS 16 
Complexity 10 R1, R4, R6, R8, R10, R12, R15, R17, R19, R23 

 
Economic Conditions & Leasing 
Adoption 8 R3, R5, R7, R9, R11, R14, R16, R20 

 
 
Note: Co-occurrence count indicates instances where themes appeared together in the same response.  
Responses Involved lists respondent IDs (R1–R23). 

 

4.7.3.1 Theme 1: Types of Assets Leased  

Participants identified a diverse range of assets commonly financed through leases in Namibian 

PSEs. For example, Participant 6 stated: “The most common assets financed through leases 

include vehicles, office equipment, specialised machinery, and mobile telephone towers.” The 

types of Assets leased included vehicles, which were frequently mentioned in 17 responses, 

encompassing vehicle fleets used for operational purposes. Buildings and land were also noted 

in 8 responses, reflecting the leasing of office spaces and strategic land for development. IT 

and office equipment were cited in 10 responses, covering items such as computers, broader 

IT infrastructure, and office furniture. Furthermore, specialised infrastructure, specifically 

powerlines (4 responses) and mobile telephone towers (6 responses), were highlighted, 

indicating sector-specific leasing needs within the energy and telecommunications sectors. 

Finally, heavy machinery was mentioned in 4 responses, relevant for industrial operations. The 

inclusion of powerlines and mobile telephone towers underscores the strategic importance of 
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leasing for critical infrastructure in Namibia’s public sector, particularly in the energy and 

telecom sectors. 

4.7.3.2 Theme 2: Benefits of Lease Financing  

Leasing is highly valued by PSEs for its significant financial and operational advantages. 

Participant 2 listed the following benefits: “Leasing provides flexibility, preserves cash flow, 

and avoids the need for large upfront capital expenditures. It also allows for easier upgrades 

to newer assets, including power infrastructure.” A prominent benefit, noted by 14 

participants, is the preservation of cash flow, as leasing avoids large upfront capital 

expenditures, thereby freeing financial resources for other priority areas. Flexibility and 

upgrades were highlighted in 12 responses, emphasising the ability to easily replace or upgrade 

assets such as vehicles, IT systems, and telecom infrastructure without the burdens of 

ownership. The transfer of maintenance responsibilities was emphasised by 10 participants, 

who noted that lessors often handle maintenance, thereby reducing operational costs and risks 

for critical assets like powerlines and towers. Additionally, 8 responses pointed to access to 

modern assets as a key advantage, enabling PSEs to utilise updated technology and 

infrastructure essential for their operations. Overall, leasing supports financial flexibility and 

operational efficiency, particularly for capital-intensive infrastructure like powerlines and 

mobile telephone towers. 

4.7.3.3 Theme 3: Challenges of Lease Financing  

Despite the recognised benefits, lease financing presents several notable challenges for PSEs. 

A significant concern, raised by 15 participants, was the higher long-term costs associated with 

leasing due to embedded interest rates and various fees. Dependency on lessors was highlighted 
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in 7 responses, indicating potential risks stemming from reliance on leasing companies, 

especially for critical assets like powerlines. Furthermore, 6 participants expressed concern 

about the absence of residual value, noting that PSEs do not gain ownership benefits or selling 

proceeds at the end of the lease term. This is further highlighted by Participant 17, who 

indicated: “After paying high lease instalments, the organisation loses out on selling proceeds 

at the end of useful life of the asset, as this will be returned to the lessor.”  Restrictive terms 

were cited in 8 responses, referring to limitations on asset usage, such as restrictions on 

modifications to land or mobile telephone towers. Lastly, 4 participants mentioned the 

administrative burden involved, describing lease management as time-consuming and 

complex. The high cost and dependency issues emerged as significant barriers, particularly for 

the long-term leasing of strategic assets like land and telecom infrastructure. 

4.7.3.4 Theme 4: Cost, Flexibility, and Risk Comparison  

Participants frequently compared lease financing to conventional debt financing across three 

key dimensions: cost, flexibility, and risk. Regarding cost, 16 participants generally stated that 

leasing is more expensive due to higher interest rates and fees, although some acknowledged 

its advantage in requiring lower upfront capital. In terms of flexibility, 14 participants 

emphasised leasing’s superior adaptability for addressing short-term needs and facilitating 

asset upgrades, particularly for telecom and energy infrastructure. Concerning risk, 12 

participants highlighted that leasing effectively transfers certain risks, such as obsolescence 

and maintenance burdens, to lessors, though they also noted that early termination penalties 

could introduce moderate risks. This comparison reveals that while leasing offers benefits in 

flexibility and risk transfer, these are often offset by higher costs, which significantly influence 
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PSEs’ financing decisions. Participant 11 summed up this theme in their response: “Cost: 

Leasing is often more expensive than debt financing due to higher interest rates and fees. 

Flexibility: Leasing offers greater flexibility, as it allows for easier replacement or upgrading 

of assets by lessor. Risk: Leasing transfers some risks for example, obsolescence to the lessor.” 

4.7.3.5 Theme 5: Conditions and Requirements of Lease Agreements  

Lease agreements impose specific conditions and requirements that directly affect their 

adoption and implementation by PSEs. Commonly mentioned conditions by 10 participants 

included credit and security requirements, such as credit checks and security deposits, which 

are standard in such agreements. Fixed terms were noted in 12 responses, with typical lease 

durations ranging from 24 to 60 months, particularly for assets like vehicles and mobile 

telephone towers. Maintenance clauses were highlighted by 8 participants, indicating that 

lessors often mandate maintenance to be performed by approved vendors. Additionally, 6 

responses cited usage restrictions, which impose limitations on how leased assets, such as 

powerlines or land, can be utilised. These restrictive conditions can significantly limit 

operational flexibility, particularly for specialised infrastructure. For example, Participant 3 

responded by stating: “Asset has to be used for the purpose it was originally leased for. Any 

extra usage requirements attract costs.” 

4.7.3.6 Theme 6: Influence of Economic Conditions  

Economic factors play a significant role in influencing PSEs' decisions regarding lease 

financing. Inflation was mentioned by 10 participants, who noted that periods of high inflation 

can make fixed lease payments particularly attractive, as they offer predictable costs. As is 

stated by Participant 6: “High inflation can make leasing more attractive, as lease payments 
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are fixed and not directly tied to inflation.” Conversely, interest rates were cited by 12 

responses, indicating that high interest rates tend to discourage leasing, while lower rates often 

favour conventional debt financing. Furthermore, tax benefits were highlighted by 8 

participants, who saw tax deductions for lease payments as an incentive for adopting this 

financing method. Overall, economic -conditions create a dynamic trade-off between leasing 

and debt financing, with inflation favouring leasing for its predictable cost structure. 

4.7.3.7 Theme 7: Budget Allocation for Leasing  

The proportion of public sector budgets allocated to lease financing varies across PSEs. 

Responses regarding the range of allocation indicated figures from 0% up to 15–16%, with an 

approximate average of 8% specifically for infrastructure and equipment. Notably, 4 

participants expressed uncertainty regarding their organisation's budget allocation for leasing, 

suggesting potential gaps in financial transparency and planning within some PSEs. Participant 

15 guessed: “Approximately 10-15% of the public sector’s budget is allocated to lease 

financing, primarily for infrastructure and equipment.”  This limited or unclear budget 

allocation points towards a need for better financial planning and reporting mechanisms within 

these public entities. 

4.7.3.8 Theme 8: Regulatory and Policy Frameworks  

Regulatory frameworks significantly shape the adoption and management of lease financing in 

Namibian PSEs. The Procurement Act was mentioned by 10 participants, who acknowledged 

its role in ensuring transparency but also noted that it tends to slow down leasing processes, 

particularly for assets like land and mobile telephone towers. The State Finance Act was 

highlighted in 6 responses for its budget restrictions, which can limit the extent to which PSEs 
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can engage in leasing. IFRS 16, the accounting standard, was cited by 12 participants as a 

source of increased reporting complexity and costs due to the requirement for on-balance-sheet 

recognition of leases, potentially deterring some PSEs from adopting this financing method. 

Participant 10, without further elaboration or indicating whether it is positive or negative, 

simply answered: “IFRS 16 took away possibility of off-balance sheet financing and recognise 

the assets as right of use asset.”  Furthermore, one respondent mentioned perceptions of 

corrupt lease practices, indicating a critical need for enhanced transparency in this area. 

Overall, regulatory frameworks, especially IFRS 16, increase administrative burdens and can 

act as deterrents to leasing for some PSEs. 

4.7.3.9 Theme 9: Policy Recommendations  

Participants offered several policy recommendations aimed at enhancing the adoption and 

effectiveness of lease financing. A common call, from 8 participants, was for streamlined 

procurement processes under the Procurement Act to expedite leasing approvals for assets such 

as land and telecom infrastructure. Clear guidelines were emphasised by 6 responses, 

highlighting the need for standardised lease terms and robust cost-benefit evaluation 

frameworks. Additionally, 4 participants advocated for flexible policies that would grant PSEs 

greater autonomy in making their leasing decisions. These policy reforms are seen as crucial 

to reducing administrative burdens and enhancing transparency in leasing decisions. 

Participant 8 suggested: “Policy frameworks can standardise lease agreements, ensure 

compliance with accounting standards, and provide guidelines for evaluating the cost-

effectiveness of leasing.” 
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4.3.6.2.10 Theme 10: Anticipated Outcomes of Lease Financing  

Promoting the strategic use of lease financing is expected to yield several positive financial 

and operational outcomes for PSEs. Improved cash flow management was highlighted by 10 

participants, who noted the benefit of reduced upfront capital expenditures. Operational 

efficiency was anticipated by 8 responses, citing enhanced access to modern assets, including 

critical infrastructure like powerlines and mobile telephone towers. Finally, financial flexibility 

was emphasised by 6 participants, referring to the ability to reallocate resources to other 

strategic priorities. Overall, leasing is seen as a mechanism that supports long-term financial 

stability and operational modernisation, particularly for critical infrastructure. Participant 1 

anticipates the following outcome: “Greater financial flexibility, allowing PSEs to allocate 

resources to other critical areas.” 

4.7.4 Discussion of Qualitative Findings 

The thematic analysis reveals that lease financing is a vital tool for Namibian PSEs, enabling 

access to diverse assets like vehicles, powerlines, mobile telephone towers, and land without 

significant capital outlays. Key benefits include cash flow preservation, flexibility for 

upgrades, and reduced maintenance burdens, which are critical for sectors like energy and 

telecommunications. However, challenges such as higher long-term costs, dependency on 

lessors, and restrictive terms highlight the need for strategic decision-making. Economic 

conditions, particularly inflation and tax benefits, make leasing attractive, but regulatory 

frameworks like IFRS 16 and the Procurement Act introduce complexities that deter adoption. 
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Policy reforms to streamline processes and provide clear guidelines could enhance leasing’s 

effectiveness, leading to improved financial performance and operational efficiency. 

The initial or primary themes of adoption, benefits, challenges, and policy implications of lease 

financing, derived from the research objectives and guiding the qualitative survey questions 

for 23 stakeholders in February 2025, align closely with the final findings from the hypotheses 

testing using the moderated fixed effects (FE) regression model on a balanced panel dataset of 

110 observations from 11 Namibian public sector enterprises (PSEs) from 2013 to 2022. 

Qualitative data confirmed widespread adoption of lease financing, particularly for vehicles 

and infrastructure (17 participants), driven by the need for modern assets without large capital 

outlays, as probed by questions like “What types of assets are commonly leased?” However, 

the non-significant effect of lease financing on ROA (H01, β = 0.002, p > 0.05) and firm size’s 

lack of moderation (H06, β = −0.050, p > 0.05) suggest leasing adoption does not enhance 

financial performance, constrained by high costs (15 participants) and regulatory complexities 

like IFRS 16 (12 participants), aligning with survey questions on adoption barriers. Benefits 

such as liquidity preservation (14 participants) and access to modern assets (10 participants) 

were evident, supporting pecking order theory (7), but the non-significant effects of liquidity 

(H03, β = 0.014, p > 0.05) and its moderation by firm size (H08, β = −0.712, p > 0.05) indicate 

these are operational rather than financial, as explored by questions like “What benefits does 

lease financing provide?” Challenges, including high costs and regulations, were validated by 

both qualitative data and the limited financial impact of leasing (H01, H06), consistent with 

survey questions on implementation hurdles. Policy implications, supported by qualitative calls 

for regulatory reforms (12 participants) and training (8 participants), align with quantitative 

findings (H01, H06, H08, H09) and the significant moderation of leverage by firm size (H07, 
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β = 2.810, p < 0.05), suggesting larger PSEs could benefit from targeted policies, as probed by 

questions on regulatory impacts. The explanatory sequential design ensured field questions 

effectively captured these themes, with quantitative results contextualising qualitative insights, 

confirming that while leasing offers operational advantages, financial constraints necessitate 

policy interventions to enhance its effectiveness in Namibian PSEs. 

4.8 Hypotheses Testing and Interpretation 

The study tested eight hypotheses examining the direct and moderating effects of lease 

financing, leverage, liquidity, and taxation on financial performance, measured by return on 

assets (ROA), in 11 Namibian public sector enterprises (PSEs). Fixed effects regression was 

employed, having been selected as the most appropriate model based on robust criteria 

(Breusch-Pagan LM: χ² = 20.38, p < 0.001; F-test: F(10,90) = 6.34, p < 0.001; Hausman: χ² = 

10.62, p = 0.0593). Grounded in agency theory (Jensen & Meckling, 1976), pecking order 

theory (Myers & Majluf, 1984), and trade-off theory (Modigliani & Miller, 1958), the findings 

offer key insights into the capital structure dynamics of Namibian PSEs and their implications 

for financial policy and governance. 

4.8.1 H1: Lease financing has a significant positive influence on PSE financial 
performance. 

The moderated FE model indicates a non-significant direct effect of lease financing (Lease 

financing) on ROA (β = 0.002, p > 0.05). This finding rejects H01, suggesting that lease 

financing does not directly enhance financial performance in Namibian PSEs. This contrasts 

with prior studies, such as Wong and Joshi (2015), which found positive effects in private 

firms, but aligns with Smith (2024), who noted limited financial influence in Namibian PSEs 
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due to high leasing costs and economic volatility (for instance, 2015–2016 commodity price 

declines, 2020–2021 COVID-19). The non-significant effect may reflect the offsetting impact 

of high long-term costs, as highlighted by 15 qualitative participants, and regulatory 

complexities (for example, IFRS 16, cited by 12 participants). From a pecking order theory 

perspective, leasing’s role as a financing tool may be constrained by these costs, limiting its 

direct contribution to ROA (Myers & Majluf, 1984). 

4.8.2 H2: Gearing has a significant negative influence on PSE’s financial performance. 

The FE model confirms a significant negative effect of leverage (Gearing) on ROA (β = -0.058, 

p < 0.001), supporting H02. This indicates that a 1-unit increase in the debt-to-equity ratio 

reduces ROA by approximately 5.8%, reflecting the high financial risk associated with debt in 

PSEs. This finding aligns with agency theory, which highlights increased bankruptcy risks 

from high leverage (Jensen & Meckling, 1976), and empirical evidence from Marenga (2020), 

who notes debt’s adverse effects on Namibian PSEs. Qualitative data (12 participants citing 

high interest rates) further support this, as debt servicing strains financial performance, 

particularly during economic shocks. 

4.8.3 H3: Liquidity has a significant positive influence on PSE’s financial performance. 

Liquidity shows a non-significant effect on ROA (β = 0.014, p > 0.05), rejecting H03. This 

suggests that the current ratio does not significantly enhance financial performance, possibly 

due to PSEs’ reliance on government subsidies, which may reduce liquidity’s direct impact 

(Paik et al., 2020). However, qualitative findings (14 participants) emphasise liquidity 

preservation as a key benefit of leasing, suggesting an indirect role in supporting operational 

stability. This partially aligns with pecking order theory, where liquidity preservation supports 
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internal financing preferences (Myers & Majluf, 1984), but the lack of a direct effect indicates 

that other factors dominate ROA. 

4.8.4 H4: Taxation has a significant influence on PSE’s financial performance. 

Taxation’s effect on ROA is non-significant (β = -0.044, p > 0.05), rejecting H04. This aligns 

with the tax-exempt status of many Namibian PSEs, reducing taxation’s relevance as a 

performance driver (Saunders et al., 2021). Qualitative data (8 participants citing tax benefits) 

suggest that lease-related tax deductions may exist but are insufficient to significantly influence 

ROA, consistent with trade-off theory’s limited applicability in tax-exempt contexts 

(Modigliani & Miller, 1958). 

4.8.5 H5: Firm size significantly moderates the relationship between lease financing and 
financial performance. 

The interaction term Lease financing x Firm size is non-significant (β = -0.050, p > 0.05), 

rejecting H6. This indicates that firm size does not significantly moderate lease financing on 

ROA. Despite qualitative evidence (17 participants citing leasing for vehicles and 

infrastructure in larger PSEs), high leasing costs and restrictive terms (8 participants) may 

offset potential benefits, limiting scale-driven impacts. This contrasts with Venter and 

Southgate (2023), who found that firm size enhances leasing benefits in larger firms. 

4.8.6 H6: Firm size significantly moderates the relationship between gearing and financial 
performance. 

The interaction term Leverage_x_FirmSize_scaled is significant and positive (β = 2.810, p < 

0.05), supporting H7. This indicates that larger PSEs mitigate leverage’s negative effect on 

ROA, increasing ROA by 2.81% per unit of interaction. This aligns with capital structure 

theory, where larger firms leverage scale economies and negotiation power to manage debt 
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effectively (Asenso, 2021). Qualitative data (10 participants citing larger PSEs’ access to 

modern assets) support this, suggesting greater financial resilience in larger firms. 

4.8.7 H7: Firm size significantly moderates the relationship between liquidity and financial 
performance. 

The interaction term Liquidity x Firm size is non-significant (β = -0.712, p > 0.05), rejecting 

H08. Firm size does not significantly moderate liquidity’s effect on ROA, possibly due to 

subsidies reducing liquidity’s direct role, as noted in H03. Qualitative findings (14 participants) 

highlight liquidity’s importance in leasing adoption, but this does not translate into a significant 

moderated effect on financial performance. 

4.8.8 H8: Firm size significantly moderates the relationship between taxation and financial 
performance. 

The interaction term Taxation x Firm size is non-significant (β = 0.649, p > 0.05), rejecting 

H09. This reflects taxation’s limited role in PSEs due to exemptions, consistent with H04. 

Qualitative data (8 participants) suggest tax benefits are minor and do not significantly vary by 

firm size. The results align with agency theory, as high leverage increases financial risk (H2), 

but larger firms mitigate this through scale-driven efficiencies (H7), reducing agency costs 

(Jensen & Meckling, 1976). The non-significant effect of lease financing (H1) challenges 

pecking order theory’s emphasis on leasing as a preferred financing tool, suggesting high costs 

and regulatory barriers (e.g., IFRS 16) limit its effectiveness in PSEs (Myers & Majluf, 1984). 

Trade-off theory is less applicable due to taxation’s insignificance (H4, H9), reflecting PSEs’ 

unique fiscal environment (Modigliani & Miller, 1958). The moderated FE model’s robustness 

(within-R² = 0.482) underscores the importance of accounting for PSE-specific effects and 

scale-driven dynamics, supporting panel data methodologies (Hsiao, 2022). 
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4.9 Summary of Findings  

This chapter has presented a comprehensive analysis of the determinants of financial 

performance in Namibian public sector enterprises, with a specific focus on the role of lease 

financing, integrating both quantitative and qualitative insights. 

4.9.1 Quantitative Analysis - Summary of Findings 

The quantitative analysis, primarily through the preferred moderated Fixed Effects (FE) model, 

revealed several key findings. Lease financing, while extensively used by PSEs, showed 

minimal direct statistical influence on ROA. This suggests that its influence is not 

straightforward and is likely mediated by other factors. A robust and consistent finding was the 

significant negative effect of leverage on ROA, underscoring the financial risk associated with 

high debt levels for PSEs. Crucially, the moderated model demonstrated that firm size 

positively moderates the adverse effect of leverage, indicating that larger PSEs are better 

equipped to manage and mitigate the negative financial implications of debt, likely due to 

economies of scale, better access to capital, or more sophisticated financial management 

capabilities. Liquidity and taxation did not show significant direct effects on ROA in the 

models. Model selection tests unequivocally supported the moderated FE model, confirming 

the importance of accounting for unobserved PSE-specific heterogeneity and scale-driven 

dynamics. 

4.9.2 Qualitative Analysis - Summary of Findings 

The qualitative analysis, derived from stakeholder surveys and analysed using ATLAS.ti, 

provided a deeper, contextual understanding of these quantitative observations. It highlighted 

that PSEs strategically adopt lease financing primarily to overcome capital expenditure 
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constraints and gain flexibility in acquiring specialised assets like powerlines and mobile 

telephone towers, especially given their public service mandates and limited government 

funding. This strategic motivation helps explain the high variance and extensive range of lease 

financing observed quantitatively. The qualitative insights also illuminated potential 

operational challenges such as the higher long-term costs of leasing, dependency on lessors, 

lack of residual value, and restrictive lease terms. These challenges could contribute to the non-

significant direct effect of leasing on ROA, as their negative influences might offset some of 

the financial benefits. Furthermore, the qualitative exploration of governance and policy 

influence shed light on how government directives (for example, the Procurement Act, State 

Finance Act) and accounting standards (IFRS 16) shape leasing decisions, often introducing 

administrative burdens and complexities that deter adoption. Perceptions of corruption also 

emerged as a concern, emphasising the need for greater transparency. 

The combined analysis offers a more holistic understanding of financial performance in 

Namibian PSEs. While lease financing is a prevalent capital-raising mechanism driven by 

strategic needs and capital constraints, its direct positive influence on ROA is not statistically 

significant, likely due to offsetting challenges and regulatory complexities. The primary 

determinant of financial performance remains leverage, which consistently poses a significant 

financial risk. However, this risk is notably mitigated by firm size, with larger PSEs 

demonstrating greater resilience in managing debt. The qualitative data enrich these 

quantitative findings by providing the "why" and "how" behind the observed relationships, 

explaining the motivations for leasing, the practical challenges faced, and the influence of the 

broader regulatory environment. The findings collectively underscore the importance of 

prudent leverage management, particularly for smaller PSEs, and highlight how firm size can 
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be a critical factor in financial resilience. To enhance the effectiveness of lease financing and 

support the long-term sustainability of Namibian PSEs, policy reforms are crucial. These 

reforms should focus on streamlining procurement processes, developing clear guidelines for 

cost-benefit evaluation, providing support for IFRS 16 compliance, increasing budget 

flexibility, and enhancing transparency in lease management practices. 

4.10 Conclusion 

This chapter has examined the influence of lease financing on the financial performance of 

PSEs, using a mixed-methods approach. The quantitative findings, derived from a moderated 

Fixed Effects (FE) regression model applied to a balanced panel dataset of 110 observations 

from 11 PSEs (2013–2022), indicate that lease financing has a limited direct effect on Return 

on Assets (ROA) (β = 0.002, p > 0.05), while leverage significantly reduces ROA (β = -0.058, 

p < 0.001) (Aremo & Ayorinde, 2022). Notably, firm size moderates leverage’s negative 

impact, with larger PSEs showing greater resilience (β = 2.810, p < 0.05, Table 6). The 

moderated FE model, with a within-R² of 0.482 (Table 11), outperforms non-moderated models 

by effectively capturing firm size and leasing effects (Greene, 2018). Qualitative analysis 

conducted using ATLAS.ti version 24.2 on 23 stakeholder survey responses identifies 

operational benefits of leasing, such as cash flow preservation and access to modern assets, but 

highlights challenges, including high costs and regulatory complexities (for example, IFRS 16) 

(Braun & Clarke, 2006; Ntelamo, 2021). These findings underscore the need for policy reforms 

to streamline procurement, enhance transparency, and support IFRS 16 compliance, thereby 

strengthening lease financing’s role in ensuring the financial sustainability of Namibian PSEs 

(Friese, 2019).  
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CHAPTER 5:  DISCUSSIONS, CONCLUSIONS AND 

RECOMMENDATIONS 

5.1 Introduction 

This chapter discusses the findings from the study assessing the influence of lease 

financing on the financial performance of Namibian Public Sector Enterprises (PSEs), 

integrating results with the research objectives and existing literature. The study aimed to 

evaluate lease financing on return on assets (ROA), identify factors driving its adoption, 

and explore its role in reducing reliance on government subsidies, addressing the fiscal 

challenges faced by Namibian PSEs (Marenga, 2020). The research questions were: 

5.1.1 Main Research Question 

What is the influence of lease financing on the financial performance of selected Namibian 

PSEs? 

5.1.2 Sub-Questions 

i. To what extent do selected PSEs in Namibia utilise lease financing? 

ii. How do gearing, leasing, liquidity, taxation, and firm size (as a moderating factor) 

influence the financial performance of selected PSEs in the context of lease financing 

in Namibia? 

iii. What strategic interventions can be implemented to develop a leasing policy for 

selected Namibian PSEs based on the relationship between the lease financing axis 

and financial performance? 
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Using an Explanatory sequential design of mixed-method research, the study analysed 

panel data from 11 PSEs (2013–2022, 110 observations) and qualitative survey responses 

from 23 stakeholders (February 2025), as detailed in Chapters 3 and 4. This chapter 

summarises the main findings, discusses their implications for the literature (Chapter 2), 

draws conclusions, and provides recommendations for PSE managers and policymakers. 

The discussion integrates the study’s theoretical frameworks (for instance, agency theory, 

pecking order and trade-off theories) and empirical studies (for example, Joshi, 2015; 

Smith, 2024), ensuring alignment with the study’s objectives and Namibia’s public sector 

context (Creswell & Creswell, 2023). 

5.2 Summary of Main Findings, Discussions, and Conclusions 

The study’s findings, presented in Chapter 4, addressed the research questions through 

quantitative panel data analysis and qualitative thematic analysis, providing a 

comprehensive understanding of lease financing’s role in Namibian PSEs. 

5.2.1 Lease Financing Influence on Financial Performance 

The quantitative analysis, using a moderated fixed effects model, found that lease 

financing had a non-significant direct effect on ROA (β = 0.002, p > 0.05), contradicting 

H1 and Wong and Joshi’s (2015) findings of a positive influence in private firms. This 

non-significance may be attributed to high leasing costs and economic shocks (2015–2016 

commodity price declines, 2020–2021 COVID-19), as noted by Smith (2024). Leverage 

had a significant negative effect on ROA (β = −0.058, p < 0.001), supporting H2 and 

agency theory’s emphasis on financial risk (Jensen & Meckling, 1976). Liquidity and 

taxation effects were non-significant (β = 0.001, p > 0.05; β = −0.044, p > 0.05), partially 
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supporting H3 and H4, possibly due to PSEs’ unique fiscal environment (Paik et al., 2020). 

These results address the third research question, indicating that lease financing’s financial 

influence is limited in Namibian PSEs under current conditions. 

5.2.2 Extent of Lease Financing Usage 

Qualitative findings revealed extensive use of lease financing across Namibian PSEs, with 

17 of 23 participants reporting vehicle leasing, 8 citing buildings/land, 10 noting IT 

equipment, 4 mentioning powerlines, and 6 identifying mobile telephone towers. 

These assets support critical services in utilities, transport, and telecommunications, 

aligning with Minhat and Dzolkarnaini’s (2016) findings on leasing’s role in resource 

efficiency. However, high costs (15 participants) and regulatory barriers, such as the 

Procurement Act (10 participants), limit its adoption, consistent with Maranga’s (2020) 

observations on bureaucratic constraints. This answers the first research question, 

confirming widespread but constrained leasing usage in the Namibian PSEs context. 

5.2.3 Factors Influencing Lease Financing Adoption 

Qualitative data identified liquidity preservation (14 participants), access to modern 

technology (6 participants), and maintenance transfer (10 participants) as key drivers 

of lease financing adoption, supporting Osman’s (2020) findings on liquidity’s role. 

Economic conditions, including high interest rates (12 participants) and inflation (10 

participants), also influence decisions, consistent with regional studies (Muriithi & 

Waweru, 2021). Regulatory frameworks, such as the Procurement Act and State Finance 

Act, were cited as barriers by 10 and 6 participants, respectively, echoing Marenga (2020). 

Managerial expertise (8 participants) and dependency on lessors (7 participants) further 
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shape adoption, aligning with Magli et al.’s (2018) emphasis on managerial capacity. 

These findings address the second research question, highlighting a complex interplay of 

financial, operational, and regulatory factors. 

5.2.4 Firm Size as a Moderator 
 

Firm size significantly moderated leverage’s negative effect on ROA (β = 2.810, p < 0.05), 

supporting H6 and Asenso’s (2021) findings on scale economies. Larger PSEs mitigate 

leverage’s adverse effects, likely due to better negotiation power and resource access. 

However, firm size’s moderation of lease financing, liquidity, and taxation was non-

significant (p > 0.05), partially supporting H5, H7, and H8. This answers the fourth 

research question, confirming firm size’s selective moderating role, particularly for leverage. 

5.3 Discussion 

These findings are in alignment with Chapter 2’s literature, which highlighted mixed 

evidence on leasing’s influence. Wong and Joshi (2015) found a positive effect on ROA 

in private firms, while Smith (2024) reported non-significant effects in Namibian PSEs, 

consistent with this study’s results. The non-significant lease financing effect may reflect 

high costs and economic volatility, as qualitative findings (15 participants) and Marenga 

(2020) suggest. The significant leverage moderation by firm size supports capital structure 

theory, as larger firms optimise debt usage (Modigliani &  Miller, 1958). Qualitative 

insights on liquidity preservation and technology access align with the resource-based 

view (Barney, 1991) and pecking order theory (Myers & Majluf, 1984), emphasising 

leasing’s operational benefits despite limited financial influence. Regulatory barriers, 
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noted by 10 participants, reflect institutional theory’s focus on compliance pressures 

(DiMaggio & Powell, 1983). The mixed-methods approach, combining panel data and 

stakeholder perspectives, addresses Chapter 2’s gap in holistic analyses, providing a 

nuanced understanding of leasing’s role (Creswell & Creswell, 2023). 

The study partially achieved its objectives. It confirmed extensive lease financing usage 

(Objective 1) and identified key adoption drivers (Objective 2), including liquidity, 

technology access, and regulatory barriers. However, lease financing’s direct influence on 

ROA was non-significant (Objective 3), suggesting it does not substantially enhance 

financial performance under current conditions.  The firm size’s moderation of the 

leverage effect was confirmed (Objective 4), highlighting the importance of scale in 

financial strategies. These findings suggest that while leasing supports operational needs, 

its financial benefits are constrained by costs and external factors, necessitating strategic 

and policy interventions. 

5.4 Implications for Practice and Further Research 

5.4.1 Implications for Practice 

The findings have significant managerial implications for Namibian PSEs. First, the non-

significant influence of lease financing on ROA suggests managers should carefully 

evaluate leasing costs against benefits. High costs, noted by 15 participants, indicate a 

need for better contract negotiation, aligning with agency theory’s emphasis on cost 

control (Jensen &  Meckling, 1976). Second, the significant moderation by firm size 

suggests larger PSEs should leverage their scale to negotiate favourable lease terms, as 

supported by Asenso (2021). Third, liquidity preservation (14 participants) highlights 
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leasing’s role in maintaining cash flow, enabling PSEs to prioritise service delivery, 

consistent with pecking order theory (Myers & Majluf, 1984). Fourth, regulatory barriers 

(10 participants) suggest managers advocate for streamlined procurement processes to 

enhance leasing efficiency, aligning with institutional theory (DiMaggio & Powell, 1983). 

These implications require PSEs to revise current strategies, focusing on cost management 

and regulatory advocacy to maximise leasing’s benefits. 

5.4.2 Implications for Further Research 

The study identifies several research gaps. First, the non-significant lease financing effect 

warrants longitudinal studies to explore long-term influences, addressing Chapter 2’s 

methodological gap (Smith, 2024). Second, sector-specific analyses (for instance, utilities 

vs. transport) could clarify varying leasing influences, as suggested by Minhat & 

Dzolkarnaini (2016). Third, expanding the qualitative sample beyond 23 participants 

could enhance thematic saturation, aligning with Creswell’s (2009) mixed-methods 

recommendations. Fourth, comparative studies with other African countries (e.g., South 

Africa, Botswana) could contextualise Namibia’s findings, building on Weylandt (2016). 

Finally, exploring alternative financial metrics (for example, ROE, EBITDA) could reveal 

different leasing influences, as suggested by Magli et al. (2018). 

5.5 Recommendations 

Based on the findings, Namibian public sector enterprises (PSEs) managers and 

policymakers are encouraged to adopt several strategic measures to enhance the 

operational and financial benefits of lease financing, thereby reducing reliance on 
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government subsidies. PSE managers should prioritise cost management by negotiating 

lower-cost lease contracts, leveraging the firm’s size to secure favourable terms, as larger 

PSEs have been shown to mitigate the negative effects of leverage (Asenso, 2021). This 

could involve adopting competitive bidding processes and benchmarking against private 

sector practices to optimise lease agreements (Wong & Joshi, 2015). Policymakers should 

focus on reforming the Procurement Act and State Finance Act to streamline bureaucratic 

processes, as delays were highlighted as a barrier by 10 participants. Establishing a 

dedicated leasing framework could expedite approvals and enhance adoption rates 

(Marenga, 2020).  

To address the expertise gaps noted by eight participants, investing in training programmes 

for financial managers is recommended to improve their skills in negotiating and managing 

lease contracts. Additionally, developing sector-specific leasing policies tailored for 

industries such as utilities and transport, focusing on high-influence assets like powerlines 

and vehicles, is advised based on feedback from 17 participants. Finally, incorporating 

contingency planning for economic shocks, such as commodity price declines or 

pandemics, into leasing strategies is critical to mitigate their impact on return on assets 

(ROA), as observed during 2015–2016 and 2020–2021. These measures align with the 

study’s objective of optimising lease financing to improve financial performance and 

reduce dependency on government funding. 

5.6 Conclusion 

This chapter synthesised the study’s findings, linking them to the research questions and 

literature. Lease financing is widely used in Namibian PSEs but has a non-significant 
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influence on ROA, constrained by high costs and economic shocks. Firm size moderates’ 

leverage negative effect, highlighting scale advantages. Liquidity preservation and 

technology access are key adoption drivers, but regulatory barriers limit effectiveness. The 

findings align with capital structure theories like agency and pecking order, addressing 

gaps in Namibian PSE research (Smith, 2024; Wong Joshi, 2015). Managerial 

implications include cost management and regulatory advocacy, while further research 

should explore longitudinal influences and sector-specific effects. Recommendations 

focus on cost negotiation, regulatory reforms, and capacity building to enhance leasing’s 

role in PSE sustainability. This study contributes to understanding lease financing’s 

complex dynamics in Namibia’s public sector, unequivocally providing the foundation for 

policy and practice improvements. 
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