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Introduction

firms, according to de la Fuente and Velasco (2020). Olibe et al.
(2019) emphasise that diversified firms can control unsystematic
risk. Companies diversify for a variety of purposes, including to
increase profits, decrease risks, expand market share, improve debt
capacity, increase growth potential, lengthen the business cycle,
and make better use of resources (de la Fuente & Velasco, 2020;
Olibe et al., 2019). In today's complex business landscape, the
survival of corporate firms is increasingly challenging. Given the
complex, globalized, and demanding environment, firms must
diversify their operations into different products and markets to
ensure their survival and improve their financial performance
(Mayer et al., 2015). However, as highlighted by Reguera-
Alvarado et al. (2017), corporate diversification plays a significant
role in enhancing firms' financial performance. Uncertainty,
dynamism, volatility, and fierce rivalry define today's business
climate, which presents chances for expansion as well as threats.
The very existence of the organisation is in danger due to these
external factors. Multinational corporations can take use of the
opportunities presented by the current period of liberalisation,
privatisation, and globalisation to grow their business outside
national borders. According to Nath et al. (2010) and Tien & Ngoc

Organizations recognize the importance of diversifying
their businesses to maximize benefits while minimizing risks in the
current market (Mehmood et al., 2019). With globalization opening
up opportunities for cross-border expansion, corporate
diversification has become a necessary strategy for companies to
thrive in competitive and diverse environments (Mehmood &
Hilman, 2017; Mehmood et al., 2019). According to Slahudin et al.
(2008), corporate diversification aims at achieving growing
profitability, market share, debt capacity, growth potential, risk
mitigation, and effective utilization of human and financial capital.
The ability of a firm to successfully adapt to the changing
environment is crucial for its survival, with strategic planning and
managerial capabilities serving as valuable tools in such
challenging circumstances (Tallon et al., 2019). According to De
Roest et al. (2018) and Mayer et al. (2015), businesses may
increase their value through diversification if they broaden their
client base and compete in more marketplaces and industries.
Based on their increased financial and operational flexibility,
diversified firms—whether on a national, international, or
geographical level—tend to be more profitable than domestic
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(2019), organisations can gain a competitive edge by diversifying
their goods and markets. Different schools of thought have offered
different approaches and conceptualisations of diversification. One
view holds that it entails a single company controlling several
firms at once (Lashitew et al., 2021). On the other hand, according
to Beaumont et al. (2022), firms can diversify at the corporate or
company level, for example by introducing new goods. It is unclear
from this description if a product is relevant to a company's
operations or not. Increasing the number of firms is one strategy
for driving development, expansion, and reducing total company
risk (Boz et al., 2013). The specialisation ratio, which calculates
the proportion of a company's sales that come from a single
product relative to the overall sales of the business, is another
metric that may be used to evaluate corporate diversification
(Mehmood et al., 2019). The problems with operationalisation,
however, have led to criticism of these definitions.

According to Beaumont et al. (2022) and Tien and Ngoc
(2019), there are primarily two ways in which companies might
diversify: by product or by geography. Past research has used and
evaluated these categories to quantify corporate diversity and
analyse its effects on performance (Ali et al., 2016; Hoechle et al.,
2012; Kang et al., 2011; Singh et al., 2010). In recent decades,
several studies in management literature have investigated the
correlation between corporate diversity and business success.
Notable examples include works by Barton (1988), Dubofsky and
Varadarajan (1987), Graham et al. (2002), and Sambharya (2000).
Management of diversification has been shown in the past to
improve business results. One example is the finding of Mayer et
al. (2015) that suggests synergies may be achieved by combining
product diversity with international expansion. Also, according to
Oladimeji and Udosen (2019), companies may attain profit
stability by combining related-product and international
diversification strategies. Synergy between product and
international diversification can only be achieved via efficient
management of corporate diversification. According to popular
belief, "you do not put all your eggs in one basket." This adage
appears to be the inspiration for the concept of diversification. If
everything is in one basket and that basket were to fall, every egg
would crack. This is the implied meaning behind the saying. You
should not mix unrelated items with eggs or closely similar
products since it might cause damage. Keep in mind that not all
products are the same as eggs. This may provide light on the
question of why variety has been shown to improve performance in
certain research. With the goal of maximising prospective profits,
corporate diversification is a common strategy among Ghanaian
investors and enterprises. Investors accomplish this diversification
by building their portfolios with well-considered asset pairings
(Logubayom & Victor, 2019). Corporate diversification among
Ghana Stock Exchange listed enterprises has been further
strengthened by the introduction of new innovations (Kalayci et al.,
2019). Theoretical and practical viewpoints on diversity differ due
to the fact that it has the potential to increase or decrease a
company's value. Research on the link between diversification and
business success in developing nations, such as Ghana, is sparse in
comparison to the wealth of literature on the topic in industrialised
nations. Consequently, the purpose of this research is to examine
how non-financial firms traded on the Ghana Stock Exchange
(GSE) fared after they diversified their business strategies. The
study delves into the ways in which these companies' financial
performance is affected by product and geographical diversity, and
how much of an impact product geographical diversification has on
their financial success. This study's results will add to the body of
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knowledge and pave the way for such investigations in the future.
By highlighting topics that need more investigation, it will also
give prospective researchers useful information.

Literature review

This section reviews existing literatures on the effects
corporate diversification on non-financial firms on GSE. The
review will critically discuss the existing scholarly materials,
related articles, journals and other research papers examining
corporate diversification.

Theoretical Review
Pecking Order Theory

The theory formulated by Myers and Majluf (1984)
suggests that managers tend to choose safer securities to finance a
company's capital deficit. It further states that if internal funding
sources, such as retained earnings, are insufficient for significant
investments, managers opt to issue debt instruments. Consequently,
according to this theory, financial managers can only issue new
equity when the company is facing financial distress (Oino &
Ukaegbu, 2015). The underlying principle of the theory is that
companies with promising growth prospects may turn to debt
financing once internal funds are no longer sufficient (Martinez et
al., 2018). As a result, there is a likely positive relationship
between firm growth prospects and debt issuance, as managers
invest in ventures that can sustain long-term company growth. The
Pecking Order Theory suggests that companies seeking high
growth opportunities should pursue large, long-term investment
projects (Frank et al., 2020). When internal funding sources are
depleted, most businesses prefer debt financing over external
equity, as it has been associated with higher company performance
(Ahmad et al., 2015; Cole & Sokolyk, 2018). Understanding this
theory is crucial for comprehending how the capital structure,
influenced by corporate diversification, can impact organizational
performance.

Signaling Theory

The signaling theory is employed to demonstrate the
informational significance of management actions within a
business. When organizational management makes
announcements, they send signals to the market that investors
utilize in their investment decision-making process (Myers &
Majluf, 1984). Investors rely on these signals to forecast the
expected future performance of the company, based on the
information provided. The underlying assumption is that the
management of an organization possesses superior knowledge
regarding the true value of the company, which may not be readily
available to external stakeholders (Omran & Ramdhony, 2015).
The signaling theory suggests that the level of diversification in a
company's business activities conveys the management's ability to
maximize financial performance (Restianti & Agustina, 2018).
Applied to diversification and financial performance, this theory
implies that when businesses anticipate investment opportunities
with positive net present values, they are more likely to invest in
them. By doing so, they signal to the general public their
expectation of stronger financial performance in the future.

Agency Theory

Jensen and Meckling's (1976) agency theory stresses the
significance of overseeing the agent-principal dynamic that
develops when management and ownership of a company are
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divorced. Due to differing viewpoints between managers (agents)
and shareholders (principals), organisations may adopt distinct
diversification strategies. A solid financial position and aligned
expectations between owners and managers need the incurrence of
agency costs associated with managing these different interests
(Bosse & Phillips, 2016; Moradi & Paulet, 2019). Managerial
authority and the efficacy of corporate governance procedures, in
accordance with agency theory, determine the extent to which
diversity affects financial performance (Guping et al., 2020). Based
on the hypothesis, managers' self-interest is the driving force
behind business diversification. A lack of equal access to
information makes it difficult for shareholders to gather, review,
and understand all paperwork pertaining to unethical management
practices (Lan & Heracleous, 2010). So, managers that are quick to
seize opportunities may use diversity to their advantage, even if it
means putting stakeholders at risk. The agency theory
demonstrates that a company's performance is significantly
affected by its level of corporate diversity (Hassan et al., 2015;
Naciti, 2019; Panda & Leepsa, 2017). An impact called the
management entrenchment effect can occur when managers seek
diversity in order to boost demand for their own abilities (Di Meo
et al., 2017). Managers may invest in ways other than maximising
value, according to this impact. Another justification derived from
this idea is that shareholders, in contrast to managers, may
effectively diversify their portfolios through the purchase of
various assets, but managers may find it difficult to do the same
(Arikan & Stulz, 2016; Mackey et al., 2017). Managers may seek
development by diversifying their strategies.

Empirical Literature

An complex and often contested subject is the effect of
diversification tactics on the performance of firms. In industrialised
nations, prior research has shown mixed results on the correlation
between corporate diversity and company success. For example, H.
Kim et al. (2015), Montgomery (1994), and Park and Jang (2013)
found a positive correlation between the two. These results are
consistent with ideas of internationalisation, internal market
efficiency, resource-based perspectives, and the market. There are
a number of studies that have shown the opposite to be true: Berger
and Ofek (1995), Kim and Mathur (2008), Lang and Stulz (1994),
Lu and Beamish (2004), Ramadhan and Nugroho (2017), and Wan
and Hoskisson (2003). Managers may have unrealistic expectations
about the benefits of diversity, leading to principle-agent
difficulties and these kinds of consequences. On top of that, some
research has failed to find a correlation between diversity and
improved company performance (Christensen et al., 1999).
Corporate diversification and business performance may have a U-
shaped connection, according to the mixed data (Kang et al., 2011;
Mathur et al., 2001; Palich et al., 2000; Singh et al., 2010). The
costs and advantages of diversity are also seen to be balanced.
These findings suggest that, up to a point, diversification can lead
to economies of scope and scale, but that performance suffers
when agency problems and internal inefficiencies cause the
marginal costs of diversification to exceed its marginal benefits
(Anil & Yigit, 2011; Kang et al., 2011; Ramirez Aleson & Escuer,
2002; Singh et al., 2010).

Research on the effects of diversification policies in
developing nations like Pakistan is sparse, in contrast to the wealth
of literature on the topic in industrialised nations. According to the
Modigliani-Miller theorem, which was stated by Modigliani and
Miller in 1958 and 1963, in a perfect market with rational
investors, a company's market value shouldn't be affected by
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changes in its financial structure or the purpose of retained
earnings. The connection of cash flows from different business
units is the reason why diversified organisations have a lower cost
of capital than standalone enterprises, according to Hann et al.
(2013). By capitalising on assets unique to the company, increasing
operational flexibility, and satisfying investor demands for a varied
portfolio, global diversification is seen to increase shareholder
value. When capital costs are low and markets are efficient,
diversification plans don't work as well (Mehmood et al., 2019;
Tanui & Serebemuom, 2021). Companies in these markets may not
find an internal capital market to be very beneficial due to the
abundance of external capital and the lack of knowledge
asymmetries. When the advantages of diversification exceed the
costs, these companies are more inclined to do so, which improves
their performance (Tanui & Serebemuom, 2021). A dominating
undiversified firm may do better than a highly diversified one,
according to some research (Nigam & Gupta, 2020, 2021,
Oladimeji & Udosen, 2019), but other research has shown that, on
average, diversified firms do better than undiversified firms on risk
and return dimensions.

Corporate Firm Performance Diversification

According to Schmommer et al. (2019), corporate
diversification is the process by which a company's resources are
distributed among its optimum portfolios in order to produce the
best possible returns. The causes and effects of diversification
strategies in companies have been well investigated in the literature
(Hoskisson & Hitt, 1990; Krivokapi¢ et al., 2017; Mehmood et al.,
2019; Schommer et al., 2019). The decision to diversify is
impacted by numerous factors, such as competition, economic
climate, resource endowment, technological discontinuities, risk
appetite, managerial motives, and dynamic capabilities (Bowen et
al., 2015; Eckardt & Skaggs, 2018; Gaur & Delios, 2015;
Hernandez-Trasobares & Galve-Gorriz, 2020; Mayer et al., 2015;
Mackey et al., 2017; Manyuru et al., 2017; Song, 2022; Tallott &
Hilliard, 2016; Wang et al.,, 2020). In order to represent
judgements on the relatedness of diversification, the amount of
diversification can be classified on a continuum from unrelated to
related (Adner & Zemsky, 2016; Dhir & Dhir, 2015; Dhir & Mital,
2012; Pehrsson, 2019). The resource development and acquisition
processes, such as internal development, acquisitions, and
alliances, are all part of the manner of diversification, which has
also been studied by researchers (Mackey et al., 2017; Yin &
Shanley, 2008). (De Roest et al., 2018; Dhir & Dhir, 2015) The
manner of diversification includes the breadth of existing and new
product-market activity.

By spreading their operations over several nations,
businesses may take advantage of countries with cheaper labour or
higher demand. This allows them to be more adaptable and quick
to respond to changes in the market (Verbeke & Asmussen, 2016).
For companies with a global presence, this adaptability is a huge
plus.

Methodology

Based on data available from 2012 to 2018, this
quantitative analysis chose a sample of eighteen non-financial
enterprises listed on the Ghana Stock Exchange. By analysing the
firms' audited annual accounts and secondary data collected from
several databases, the research sought to guarantee dependability.
The GSE database was queried for the financial data used in the
investigation. The study used the ordinary least square (OLS)
approach to analyse the data. This statistical methodology
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minimises the variance between the actual responses and the
predicted responses based on the model, which is used to estimate
unknown parameters. The research made use of data that was
organised into time series and panel data. Using panel data, we
were able to examine variables that differ between entities but do
not change over time, in contrast to the time series data that
included all variables from 2012 to 2018. Because of this method,
the research was able to tackle more complicated problems and
cover more ground. Additionally, it made it easier to manage
factors that could not be quantified or witnessed. This study's
research builds on and expands upon the model put out by
Koutsayiannis (1977), adapting it to meet the analysis's goals.

Therefore, the empirical model is estimated as:

ROA = Bo + B1PDjt + B2GDy + BsSIZE + B4GRTH; + Vi +
W, + y; Multiple Linear Regression (for Objective 1 and 2)

ROA; = Bo + PiPDi + PPD%it + BsGDy + PsGD?% +
BsSIZE;; + BGRTH; + Vi + Wy + 1y Quadratic Regression (for
Objective 3 and 4)

Tablel: Descriptive Statistics

Where ;; is the error term
Data analysis, discussions and findings

Results from descriptive statistics, correlational analyses,
regression analyses, and commentaries are presented in this
section. Statistical Package for the Social Sciences (SPSS), a
computer program, was also used to compile the study's results. To
pinpoint the precise relationship between the study's variables, the
analyses were carried out in an impartial manner.

Descriptive analysis

All of the research variables' descriptive statistics are
included in this section. This provided a pattern from lowest to
highest values, together with the mean and standard deviation of
the variables, which helped identify their relationship to company
performance. For the sample of businesses, the table summarises
the descriptive statistics of the independent and dependent
variables.

ROA PD GD SIZE GRT
Mean

043 93 34 18.36 209
Median 051 1.00 00 18.64 154
Std. Deviation 193 251 477 1.75 648
Minimum -1.434 0 0 14.32 -834
Maximum 555 1 1 22.92 5.935

Source: Field study (2022)

According to the analysis, the profitability of the non-
financial firms in Ghana, measured by return on equity (ROA),
shows an average of 4.3 percent and a median of 5.1 percent. This
indicates that, on average, these firms have a moderate level of
profitability. The variable PD, which measures the level of
innovation and diversification in producing multiple product lines,
has an average value of 93 percent and a median of 100 percent.
This suggests that the listed non-financial firms in Ghana are
relatively innovative and have diversified their resources to offer
more than one product. Regarding geographical diversification, the
variable GD indicates that approximately 34 percent of the listed
non-financial firms in Ghana operate in more than one country.
This suggests that a portion of these firms have expanded their
operations beyond the domestic market. As a percentage change,
sales have increased by 21% on average. This suggests that,
generally speaking, sales for the listed non-financial enterprises in
Ghana have been on the rise over the time under consideration.
Finally, in terms of total assets, the average business size is 18.36
as measured by the natural logarithm. So, in terms of overall assets,
the listed non-financial companies in Ghana are rather sizable.
Thus, the results imply that non-financial enterprises in Ghana are
moderately profitable, reasonably inventive, geographically
diverse, large, and experiencing positive sales growth. They also
offer a diverse range of products.

Reliability test

As a reliability metric, Cronbach's Alpha was used to
examine the questionnaire's internal consistency. In order to
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calculate Cronbach's Alpha, reliability analysis was carried out
using the SPSS program. For reliability assessments of components
generated from dichotomous or multi-point scales or
questionnaires, the alpha coefficient, which can take values
between 0 and 1, is a popular tool. Scales with higher alpha values
are more trustworthy. Reliability coefficients of 0.7 and above are
deemed satisfactory by Cooper et al. (2003). The table below
presents the reliability statistics for the factors that are being
investigated.

Table 2: Reliability Statistics

Cronbach's Alpha

Based on Standardized
Cronbach's Alpha Items N of Items
.738 .766 5

Source: Field study (2022)

Items used to measure the study's constructs exceeded the
standard criterion of 0.7 (Pavot et al., 1991) according to the
acquired Cronbach's alpha coefficient, as indicated in the table.
Consequently, the items used in this investigation were extremely
accurate and dependable for additional analysis, as shown by a
Cronbach's alpha value of.738, according to this study.

Multicollinearity test
According to Hair Jr et al. (2014), regression parameter
estimation may be affected by multicollinearity, which happens
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when there is a significant degree of correlation between two or
more variables. We looked at the correlation matrix to see if there
was multicollinearity. The Variance Inflation Factor (VIF), which

Table 3: Coefficients?

measures the real variance as a percentage of the overall variance,

was employed in this investigation. There should be no problems
with multicollinearity if the VIF is less than 5 (Fox, 2019).

Collinearity Statistics

Model Tolerance VIF

1 PD .956 1.046
GD .927 1.079
SIZE .989 1.011
GRT .967 1.034

a. Dependent Variable: Return on asset

Source: Field study (2022)

The multicollinearity coefficient result, as presented in the
table indicates that the items for measuring the constructs in the
study are less than the conventional acceptable (5) (Fox, 2019).
Thus, the multicollinearity value of 1.046, 1.079, 1.011 and 1.034
for PD, GD, SIZE and GRT respectively as in the case of this study
is an indication that there no problem of multicollinearity among
the variables.

Correlation analysis

A statistical method for determining the closeness of a
relationship between two variables is correlation analysis.
Determining the link between dependent and independent variables
is a crucial aspect of statistical modelling. In order to evaluate the
correlations among the independent variables and help in the

Table 4: Correlations statistics

building of a predictive multiple model, a correlation matrix was
developed prior to conducting a multiple regression analysis. If
there were any problems with multicollinearity, the correlation
analysis helped find them. According to Hair Jr et al. (2014), a
correlation value of £1.0 denotes a perfectly positive or negative
link, whilst a correlation value of 0 suggests no relationship at all
between the dependent and independent variables. One might use a
scale from 0 (no association) to 1.0 (perfect relationship) to
understand the correlation values. If the correlation coefficient (r)
was between £0.1 and £0.29, the association was deemed minor. If
it was from +0.3 to +0.49, it was regarded medium. And if it was
+0.5 or above, it was called strong.

The table below shows the normal Pearson’s correlation
without the control variables (firm size and growth rate).

ROA PD GD SIZE GRT
Return on asset Pearson Correlation 1 -.148" .160 .160 A11
Sig. (2-tailed) .013 104 .102 .259
N 105 105 105 105 105
PD Pearson Correlation -.148" 1 193" 071 .028
Sig. (2-tailed) . 013 .048 473 778
N 105 105 105 105 105
GD Pearson Correlation .160 193" 1 -.063 .180
Sig. (2-tailed) 104 .048 522 .066
N 105 105 105 105 105
SIZE Pearson Correlation .160 .071 -.063 1 -.016
Sig. (2-tailed) 102 473 522 871
N 105 105 105 105 105
GRT Pearson Correlation 11 .028 .180 -.016 1
Sig. (2-tailed) .259 778 .066 .871
N 105 105 105 105 105

*. Correlation is significant at the 0.05 level (2-tailed).

Source: Field study (2022)

The table displays the results of the correlation analysis,
which illustrate the correlations between the independent variables
and the dependent variable, which is return on assets (ROA). There
appears to be a modest negative association between ROA and
product diversification (PD), as indicated by the negative
correlation of -0.148. At the 5% level of significance, the
association is statistically significant (p=0.013), meaning it is less
than the critical value of 0.05. Thus, it is reasonable to assume that
PD and ROA are significantly related, and that companies that
diversify their products are more likely to see gains in
performance. Conversely, a positive correlation of 0.160 indicates
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a small but positive association between geographical diversity
(GD) and return on assets (ROA). But this association has a p-
value of 0.104, which is higher than the significance level of 0.05.
Thus, at the 5% level of significance, there is no statistically
significant association between GD and ROA. This suggests that
geographical diversification is not a major factor in determining a
company's success. In a similar vein, there is a small but positive
association between firm size (size) and ROA (0.160). But this
association has a p-value of 0.102, which is higher than the
significance level of 0.05. Hence, at the 5% level of significance,
there is no statistically significant link between size and ROA.



IRASS Journal of Multidisciplinary Studies Vol-2, Iss-1 (January-2025): 41-44

Business performance is unaffected by company size. As a last
point, a positive correlation of 0.111 indicates a weak but positive
association between growth rate (GRT) and return on assets
(ROA). With a p-value of 0.259, this link is statistically significant
(p > 0.05). Therefore, at the 5% level of significance, there is no
statistically significant link between GRT and ROA. Thus, it is

Table 5: Correlations

evident from the correlation study that product diversification has a
considerable impact on company performance (ROA). On the other
hand, company performance is unaffected by factors like
geographical diversity, company size, or growth pace.

The Pearson’s correlation table below shows the correlation
the control variables (firm size and growth rate).

Control Variables ROA PD GD
SIZE & GRT ROA Correlation 1.000 -.166 155
Significance (2-tailed) .093 118
Df 0 101 101
PD Correlation -166 1.000 196
Significance (2-tailed) 093 047
Df 101 0 101
GD Correlation 155 196 1.000
Significance (2-tailed) 118 .047
Df 101 101 0

Source: Field study (2022)

Product diversification (PD) and return on assets (ROA) are
weakly correlated with one other, with a correlation coefficient of -
0.166. At the 5% level of significance, however, the finding is not
statistically significant because the p-value for this connection
(0.093) is higher than 0.05. Given this lack of correlation, it
follows that PD and ROA are not significantly related. In a similar
vein, geographical diversity (GD) and return on investment (ROI)
have a slight positive connection (0.155), although a p-value of
0.148 is higher than the significance level of 0.05. Because of this,
we may conclude that GD and ROA are not significantly related as
the correlation between the two variables is not statistically
significant. The inverse connection between PD and GD, however,
is rather substantial at 0.196. This association has a p-value of
0.047, which is less than the significance level of 0.05, suggesting
that the finding is statistically significant at the 5% level. It follows
that diversifying one's product offerings while simultaneously

Table 6: Model Summary

expanding into new geographic markets is highly recommended.
Return on assets is a performance metric for non-financial
companies listed on the Ghana Stock Exchange. The correlation
study shows that geographical and product diversification do not
significantly affect ROA.

Regression analysis

The study employed a multivariate regression analysis to
investigate the correlation between the independent factors and the
dependent variable, which is Return on Assets (ROA). To conduct
the analysis, SPSS software was utilised. As a statistical tool,
multiple regression analysis probes the interplay between a set of
independent factors and a dependent variable. Model coefficients, a
description of the model, and an analysis of variance (ANOVA)
were all part of the analysis. The goal was to find out how strong
the links were and how significant they were.

Model R R Square

Adjusted R Square

Std. Error of the Estimate

1 3172 .100

.064

.187108

a. Predictors: (Constant), GRT, SIZE, PD, GD

Source: Field study (2022)

The adjusted R-squared, which represents the proportion of
variation in the dependent variable (ROA) explained by the
independent variables (product diversification, geographical
diversification, firm size, and growth rate), was found to be 0.064.
This indicates that 6.4% of the changes in the financial

Table 7: ANOVA?
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performance of listed non-financial firms in Ghana can be
attributed to the factors of interest, namely product diversification,
geographical diversification, firm size, and growth rate.
Additionally, the correlation coefficient (R) revealed a weak
positive relationship of 0.317 between the study variables.
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Model Sum of Squares ~ Df Mean Square F Sig.
1 Regression 391 4 .098 2.792 .030°
Residual 3.501 100 035
Total 3.892 104

a. Dependent Variable: Return on asset
b. Predictors: (Constant), GRT, SIZE, PD, GD

Source: Field study (2022)

Based on the ANOVA statistics presented in the table
above, the obtained significance level of 0.030 indicates that the
processed data, representing the population parameters, is suitable
for drawing conclusions about the population. This is supported by
the significance (p-value) being less than 5%. Furthermore, the
calculated F-count exceeded the critical value of 2.792, suggesting

Table 8: Coefficients®

that both product diversification and geographical diversification
significantly influenced the financial performance (ROA) of listed
non-financial firms in Ghana. The significance value being less
than 0.05 indicates that the model used in the analysis was
statistically significant.

Standardized

Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) -227 202 -1.126 263
PD -155 075 -.201 -2.074 041
GD 079 040 195 1.980 051
SIZE 021 011 188 1.974 051
GRT 025 029 085 878 382

a. Dependent Variable: Return on asset

Source: Field study (2022)

Regression Equation: ROA; = By + B:PDy + B,GD; +
BaSIZEj + BsGRTHj + Vi + Wy +

Product diversification's regression coefficient is -0.155,
according to the table. A t-test with a tcount of -2.074 and an error
probability of (p) = 0.041 at the 0.05 significance level indicates
that the coefficient is statistically significant. The p-value of 0.041
is lower than the significance level of 0.05, as shown. It follows
that the PD variable has a negative and statistically significant
effect on the ROA variable when taken alone. Additionally, it is
evident from the table that the regional diversification regression
coefficient is 0.079, and the t-test for coefficient significance yields
a tcount of 1.980, with an error probability of (p) = 0.051, at the
0.05 level of significance. The p-value is bigger than the
significance level, which is 0.051, as shown. It follows that the GD
variable has a positive effect on the ROA variable, but only to a
lesser extent than the other variables. A t-test with a t-count of
1.974 and an error probability of (p) = 0.051 at the significance
level of 0.05 shows that the regression coefficient of company size
is 0.021, as can be seen in the table. The p-value is bigger than the
significance level, which is 0.051, as shown. It follows that the
SIZE variable has a positive but insignificant effect on the ROA
variable. The table also shows that the regression coefficient for
the growth rate of companies is 0.025, and that the t-test for the
significance of the coefficient yields a tcount of 0.878, with an
error probability of (p) = 0.382, at the 0.05 level of significance.
The p-value is 0.382, which is higher than the significance level of
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0.05. Therefore, it is reasonable to assume that the GRT variable
has a positive but insignificant effect on the ROA variable.

Quadratic Regression

One method for representing the connection between two
groups of data is quadratic regression. An analysis of variance
(ANOVA), model summary, and quadratic regression were utilised
to ascertain the limit to which product and geographic
diversification impact a firm's financial performance as measured
by Return on Assets (ROA). This was done in order to address
objectives three and four of the study.

Table 9: Model Summary

Std. Error of the

R R Square Adjusted R Square Estimate

.294 .086 .069 .187

Source: Field study (2022)
The data in the table show that the corrected R2 value,
which is the coefficient of determination, is 0.086. Both the
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product diversity and geographical diversification components of
the dependent variable ROA account for around 8.6% of the total
variance in the variable. Other, non-model factors account for the
remaining 91.4% of ROA variance. If this is correct, then product
and geographic diversification explain 8.6% of the variance in
financial performance among listed non-financial companies. In
addition, the research variables show a slight positive link, as
indicated by the correlation coefficient (R) of 0.294.

Table 10: ANOVA

Sum of Mean

Squares df Square F Sig.
Regression

.336 2 .168 4824 010
Residual

3.556 102 .035
Total

3.892 104

Source: Field study (2022)

Tabled ANOVA results indicate that a quadratic regression
model was employed to investigate the interaction between ROA
and the independent variables PD and GD. To determine the
overall significance of these variables, the F-test was used. A p-
value of 0.010 and an F-statistic (Fcount) of 4.824 were determined
using the data in the table. It may be inferred that the combined
variables of PD and GD do not significantly impact firm
performance (ROA) as the p-value (0.010) is lower than the
specified significance level of 0.05.

Coefficients

Standardize

Unstandardized d

Coefficients Coefficients

B Std. Error Beta T Sig.
Case Sequence -.007 .002 -1.138 -2.979 .004
st,ze SCAUENCE ¢ egss 000 1186 3104 .002
(Constant) 170 .056 3.042 .003

Source: Field study (2022)
Quadratic Regression (for Objective 3 and 4)

ROA; = By + PiPDy + PoPD%it + PsGDy + PsGD?, + PsSIZE; +
BeGRTH; + Vi + W, + Lt

Discussion of findings

Some descriptive statistics were uncovered by the study's
data collection process. With a median of 5.1%, the companies'
return on equity (ROE) averaged 4.3%. There was a median value
of 100% and an average value of 93% for the variable PD, which
evaluates product diversification. Similarly, the median value for
the geographical diversity (GD) variable was 0% and the average
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value was 34%. On top of that, we discovered that average sales
growth rate was 21% and that average business size was 18.36% as
assessed by the natural logarithm of total assets. A few things came
out of the ROA-independent variable correlation investigation. A
modest and negative association was indicated by the correlation
value of -0.148 between ROA and PD. Similarly, ROA and GD
had a slight positive association, as indicated by the correlation
value of 0.160. There was a slight but positive link between ROA
and company size (0.160). Additionally, ROA and growth rate
were positively correlated (0.111), suggesting a tenuous link. Even
after accounting for company size and growth rate, the association
between PD and ROA remained unsignificant (p-value = 0.093 at a
5% significance level), but it did increase to -0.166. Similarly, at
the 5% level of significance, the correlation between GD and ROA
became non-significant (p-value = 0.148), and it dropped to 0.155.
When controlling for company size and growth rate, this indicates
that there is no statistically significant association between these
variables and ROA. A somewhat positive and statistically
significant association between ROA and the relevant factors, such
as product diversification, geographical diversification, firm size,
and growth rate, is suggested by the model summary obtained from
the regression analysis, which reveals a R value of 0.317.

Conclusion

To sum up, this study looked at how non-financial
companies listed on the Ghana stock exchange fared financially
after using diversification techniques, particularly geographical and
product diversity. The results show that diversifying products has a
negative impact on financial success, which means that investing in
different product lines might not always pay off. However,
expanding into new global markets can contribute to better
business competitiveness and value creation. global diversity was
found to have a beneficial benefit on financial performance, albeit
it was very minor. Consistent with other studies that have
investigated the link between company diversity and financial
success, although from different angles, these findings provide
light on the topic. The effects of diversification strategies on
company success have been the subject of mixed results in the
literature. In sum, the findings of this study highlight the
significance of analysing and comprehending the unique
diversification tactics used by businesses. It stresses the need of
managers thinking about the specifics of their businesses and
marketplaces while weighing the pros and downsides of expanding
into new geographies and diversifying their products.
Organisations may maximise their financial performance and stay
on track with their strategic goals by making educated decisions.
The study does have several limitations, which should be
considered. Results may not apply outside of the non-financial
sector or to other settings because the study only included
companies listed on the Ghana stock market. The interaction
between diversification techniques and other variables that
determine a firm's success needs additional investigation, and other
variables that are outside the purview of this study may potentially
impact financial performance. Overall, this research adds to what is
already known about the relationship between corporate diversity
and financial success by illuminating the effects of geographical
and product diversification on non-financial businesses in Ghana.
Practitioners and decision-makers may benefit greatly from the
findings, which help them make well-informed strategic choices
that boost company performance and maintain competitive
advantage.
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