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Conglomerate diversification is 

a growth strategy that involves adding 

new products or services that are 

significantly different from the 

organization present products or 

services. Conglomerate diversification 

occurs when the firm diversifies into an 

area(s) totally unrelated to the  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

organization current business (Ryszard, 

2016).  

When an organization adopts a 

strategy which requires taking up those 

activities which are unrelated to the 

existing business definition of one or 

more of its businesses either in terms of 

their respective customer groups, 
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Abstract 
Conglomerate diversification is a growth strategy that involves adding 

new products or services that are significantly different from the 

organization present products or services. A fish producer going into 

book publication, a garment making industry entering restaurant 

business, and a financial services company moving into information 

technology enable services are all examples of conglomerate 

diversification. This research is a descriptive survey with 367 

employees and customers of PZ cusson Plc as the sample size. Peason 

product moment correlation coeffient was used to test the data and it 

was discovered that Diversification is a strategy that can be used to 

grow Nigeria economy and it was recommended that the government 

should create conducive atmosphere for other businesses to strive in the 

country. 
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customer functions, or alternative 

technologies, it is conglomerate 

diversification (Kazmi and Kazmi, 

2015).  Conglomerate diversification 

involves adding new unrelated products 

or services in an organization; it is used 

in an industry that is experiencing 

decline annual sales and profit (Egboro, 

2014).  A fish producer going into book 

publication, a garment making industry 

entering restaurant business, and a 

financial services company moving into 

information technology enable services 

are all examples of conglomerate 

diversification. 

According to Osaze (2004) 

Conglomerate diversification involves 

integrating with other manufacturers in 

different industries to expand turnover 

by entering new industries enjoying 

common techniques, skills and other 

inputs also  to maintain market share and 

profit stability especially in industries 

prone to cyclical fluctuations.   

Conglomerate diversification is the 

growth towards raw material sources 

and or distribution network.  The desire 

is to control channels of distribution and 

sources of supplies and for economies of 

scale in non-manufacturing processes – 

research and development, purchasing 

and production planning.  The 

acquisition of Ogbemudia Farms limited 

by John Holt limited is conglomerate 

diversification offering a new product 

manufactured through an unfamiliar 

technology for a new set of customers 

involves considerable risk.   

 

 

Statement of Problem 

Conglomerates engaged in variety of 

industries and businesses with the 

potential to grow their earnings at a 

brisk pace.  By having its hands in 

multiple businesses, and it increase its 

potential to generate income for its 

shareholders, and in some cases reduce 

it’s over earnings.  However, 

conglomerate become involved in so 

many business each involving multiple 

disciplines, making it difficult for 

management to get its arms around all. 

What could be responsible for 

conglomerate not being able to used 

diversification as a strategy for 

economic growth in Nigeria is the focus 

of this research. 

 

Objective of the Study 

To examine the importance of 

conglomerate diversification in the 

growth and development of the economy 

 

Research Question  

To what extend has conglomerate 

diversification help in the growth and 

development of the economy 

 

Research Hypothesis  

There is no significant relationship 

between conglomerate diversification on 

the growth and development of the 

economy 

 

Scope of the Study 

This study will be restricted to PZ 

cussons Plc, Lagos  
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Review of Related Literature 

Historical background of PZ Cusson 

in Nigeria 
George Paterson and George Zochonis 

set up a trading post in Sierra Leone, 

trading goods between West Africa and 

the United Kingdom across challenging 

geographies in a period of slow and 

difficult travel.  The two men shared 

strong beliefs in how to do business 

effectively and responsibly, with an 

entrepreneurial spirit, an eye for great 

opportunities and a can do attitude 

values that still guide the organization 

today. Paterson Zochonis company first 

branch office in Nigeria was in 1899 and 

first soap factory in Nigeira in 1948, in 

1970s Pz enter the detergent and 

refrigerator market in Nigeria. And 

upgrade their personal and homecare 

manufacturing bases in Nigeria.  They 

see Nigeria as a country which would 

become their biggest market employing 

majority of the people 

 

Rationale for unrelated diversification 

There has to be sound rationale 

for taking the risk of unrelated 

diversification.  In order to understand 

the rationale for unrelated diversification 

we need to understand the condition 

under which such diversification can be 

undertaken.  These conditions include 

either an opportunity that is hard to 

resist or excess cash or both.  Often 

strategists would embark upon 

diversification when their organization 

has excess capital.  Excess capital means 

surplus cash over and above needed to 

run the existing businesses profitably 

and to meet debt commitments.  Proper 

managerial action demands that any 

surplus cash generated by the 

organization must be returned in the 

form of dividend to shareholders.  It can 

only be reinvested in the present 

businesses only if there are bright 

chances of increasing the worth of the 

organization and enhancing the 

shareholders’ value.  Thus unrelated 

diversification can only be justified 

when the surplus cash reinvested into 

new venture can generate more value for 

the shareholders otherwise it is prudent 

to return it to them Carrying the 

argument further, if shareholders are 

lolling for diversification they could take 

an individual decision to diversity their 

own portfolio of investment rather than 

keep investing a company that does 

diversification on their behalf.   

In formulating unrelated 

diversification strategies, strategist act as 

portfolio managers constantly on the 

lookout for undervalued company that 

must be acquired at low price, quickly 

turned around for profitability and sold 

out at a higher price.  The managerial 

competence required is of financial 

acumen to identify acquisition 

candidates, managing the process of 

acquisition, skill at turning around loss 

making business and then selling them 

in the corporate market for a higher 

price. 

There are several examples if 

companies in different sectors which 

have adopted a path of growth and 

expansion through conglomerate 

diversification.  Almost all private sector 
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business groups whether family owned 

or professional, are diversified entities. 

Dangote group is in a variety of 

unrelated businesses such as agri-

business, cement, iron, sugar, oil, salt, 

indomi, supergative, etc.  Small 

companies usually can focus on one or 

few lines of business and if diversified 

tend to be related lines.  But sometimes 

even small business groups could 

venture into unrelated lines of business.  

Public sector organization, even 

of very large size normally would not go 

beyond their core business when they 

diversify they do so through vertical 

integration as it happens in the case of 

oil and gas industry. Most conglomerate 

diversifications are based on the 

rationale that expansion into unrelated 

industries has a very attractive potential 

“the basic premise of unrelated 

diversification is that any company that 

can be acquired on good financial terms 

represents a good business to diversify 

into” Thompson and Strickland) 

Typically, corporate strategists screen 

candidate companies using such criteria 

 Whether the business can meet 

corporate targets for profitability and 

return on investment. 

 Whether the new business will 

require substantial infusions of capital to 

replace fixed asset, fund expansion and 

provide working capital 

 Whether the business is in 

industry with significant growth 

potential 

 Whether the business is big 

enough to contribute significant to the 

parent firm’s bottom line 

 The potential for union 

difficulties or adverse government 

regulations concerning product safety or 

the environment. 

 Industry vulnerability to 

recession, inflation, high interest rates, 

or shifts in government policy. 

Three types of companies make 

particularly attractive acquisition targets 

 Companies whose assets are 

“undervalued” opportunities may exist 

to acquire such companies for less than 

full market value and make substantial 

capital gains by reselling their assets and 

businesses for more than their acquired 

costs. 

 Companies that are financially 

distressed 

 Companies that have bright 

growth prospects but are short on 

investment capital. 

Unrelated diversification has appeal 

from several financial angles: 

 Business risk is scattered over a 

variety of industries, making the 

company less dependent on any one 

business 

 Capital resources can be 

invested in whatever industries offer the 

best profit prospects; cash from 

businesses with lower profit prospects 

can be diverted to acquiring and 

expanding businesses with higher 

growth and profit potentials.  Corporate 

financial resources are thus employed to 

maximum advantage. 
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 Company profitability is 

somewhat more stable because hard 

times in one industry may be partially 

offset by good time in another 

 To the extent that corporate 

managers are astute at spotting bargain 

priced companies with big upside profit 

potential, shareholders wealth can be 

enhanced. 

However, there are two biggest 

drawbacks to unrelated diversification:  

the difficulties of managing broad 

diversification and the absence of 

strategic opportunities to turn 

diversification to competitive advantage. 

Despite these drawbacks, unrelated 

diversification can be a desirable 

corporate strategy. 

Non-Governmental organizations and 

voluntary organizations owing to the 

nature of their activities are usually 

small and focused on a limited area of 

activity.   Within The Area they operate 

in the voluntary organizations can 

however diversify into unrelated areas.  

Council for the Advancement of 

People’s actions and rural technology 

for instance, is a well-known voluntary 

organization working in the area of rural 

development while doing so; its 

activities encompass a wide range 

including disability action, disaster 

management, marketing development, 

public cooperation, international 

funding, rural technology and watershed 

development 

 

 

 

 

The Reasons why Diversification 

Strategies are Adopted 

According to Kazmi and Kazmi (2015) 

there are many reasons why 

organizations adopt diversification 

strategies.  In general, the three basic 

and important reasons are 

1. Diversifications strategies are 

adopted to minimise risk by spreading it 

over several businesses.  For example, a 

company offering seasonal products  

may diversify into another range of 

seasonal products to complement its 

product range in a way so as to offset the 

disadvantages of one set of products 

with that of the other 

2. Diversification may be used to 

capitalise on its capabilities and business 

model so as to maximise organisational 

strength or minimise weaknesses.  For 

example, a company having core 

competence in the area of after sales 

service may establish a specialised 

agency for offering after sales service 

for other manufacturers 

3. Diversification may be the only 

way if growth in existing businesses is 

blocked due to environmental and 

regulatory factors.  For example, a 

cigarette making company perceiving 

threats to its business owing to the 

impact of anti-smoking legislation, 

growing opposition to smoking and 

increasing health awareness ma 

diversify into paper manufacturing. 

 

Reasons for Conglomerate 

Diversification   

1. Spreading business risks by 

investing in different industries 
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2. Maximising returns by investing 

in profitable businesses and selling out 

unprofitable ones 

3. Leveraging competencies in 

corporate restructuring by running 

around loss making companies 

4. Stabilising returns by avoiding 

economic upswings and downswings 

through having stakes in difference 

industries 

5. Taking advantage of emerging 

opportunities afforded by expanding 

economy and encouraging government 

policies 

6. Migrating from businesses 

under threat from the business 

environment 

7. Exercising of personal choice by 

industrialists and managers to create 

industrial empires by owning business in 

diverse sectors 

8. Provide needed products and 

services at higher level 

9. Offering of job opportunities to 

young graduates 

10. Contribution to the national 

income i 

11. Improved exportation and 

importation 

 

Methodology 

This research is a survey questionnaire 

was used to elicit information from 

respondents estimated population was 

4,476 taro Yamane’s formula was used 

to determine the size of 367 Pearson 

correlation coefficient  was used to 

analyzed the data 

 

Data Presentation and Analysis 

Out of the 367 questionnaires 

administered only 348 were filled and 

returned giving a 95% success rate while 

the 19 questionnaires giving 5% were 

incorrectly filled or not returned. 

 
Correlations 

 The 

quality of 

PZ product 

is 

satisfactor

y 

The price of PZ 

product is affordable 

The salary and 

wages are 

adequate 

The PZ 

production 

method is 

model 

There is 

acceptability 

of product by 

consumer 

As a 

conglomerate 

PZ has 

created a lot 

of jobs in 

Nigeria 

PZ has 

contributed 

to economic 

growth in 

Nigeria 

The quality of PZ 

product is 

satisfactory 

Pearson 

Correlation 

1 .297** .845** .872** .701** .662** .723** 

Sig. (2-tailed)  .000 .000 .000 .000 .000 .000 

N 348 348 348 348 348 348 348 

The price of PZ 

product is affordable 

Pearson 

Correlation 

.297** 1 .257** .272** .192** .179** .192** 

Sig. (2-tailed) .000  .000 .000 .000 .001 .000 

N 348 348 348 348 348 348 348 

The salary and wages 

areq adequate 

Pearson 

Correlation 

.845** .257** 1 .970** .905** .875** .880** 

Sig. (2-tailed) .000 .000  .000 .000 .000 .000 

N 348 348 348 348 348 348 348 

The PZ production 

method is model 

Pearson 

Correlation 

.872** .272** .970** 1 .806** .738** .806** 

Sig. (2-tailed) .000 .000 .000  .000 .000 .000 

N 348 348 348 348 348 348 348 

There is acceptability 

of product by 

consumer 

Pearson 

Correlation 

.701** .192** .905** .806** 1 .956** .979** 

Sig. (2-tailed) .000 .000 .000 .000  .000 .000 
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N 348 348 348 348 348 348 348 

As a congloerate PZ 

has created alot of 

jobs in Nigeria 

Pearson 

Correlation 

.662** .179** .875** .738** .956** 1 .917** 

Sig. (2-tailed) .000 .001 .000 .000 .000  .000 

N 348 348 348 348 348 348 348 

PZ has contributed to 

economic growth in 

Nigeria 

Pearson 

Correlation 

.723** .192** .880** .806** .979** .917** 1 

Sig. (2-tailed) .000 .000 .000 .000 .000 .000  

N 348 348 348 348 348 348 348 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

The correlations table above statistically 

indicates an association between 

conglomerate diversification and 

economic growth strategy   which 

establishes that conglomerate 

diversification indicator of economic 

strategy significantly correlates with 

economic growth 

 
Model Summary 

Mode

l 

R R 

Square 

Adjusted R 

Square 

Std. Error of 

the Estimate 

1 .991a .981 .981 .05124 

a. Predictors: (Constant), There is acceptability of 

product by consumer, The price of PZ product is 

affordable, The quality of PZ product is 

satisfactory, The PZ production method is model, 

The salary and wages areq adequate 

 

It can be deduced from the model 

summary, that holding other factors 

constant, conglomerate diversification 

would positively affects economic 

growth strategy using the adjusted R. 

Square value of 98.1%, suggesting that 

the changes in economic growth is 

explained by conglomerate 

diversification 

 

Findings 

Conglomerate diversification is the 

connecting rod of the economy 

Conglomerate diversification has help 

expend small business it is of great 

importance to the economy development 

 

Conclusively, Conglomerate 

diversification is a economic growth 

strategy since it has the ability to merge 

bring different companies together and 

produce different products and services 

that helps their customers in other words 

it also helps the economic growth. We 

therefore recommend that Government 

should formulate policies that would 

encourage diversification and merging 

of different companies 
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