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Ansoff Matrix
What is it?

A tool to help you to decide how and where to expand your activities.

Why use it?

Benefits – It helps you to identify the full range of your choices for expansion in a customer / market focused way.  In combination with SWOT it also helps you choose between different strategic options and indicates a relative ranking of risk between the options.

Limitations – It doesn’t make the choices for you!

When to use it?

Useful to use to supplement SWOT and other player analysis to help you make a choice when your organisation has the capacity to expand and / or when you suspect it isn’t using the full or right range of products / offerings.

How to use the tool:

Identify all your current products / offerings and their markets, then consider your future options for expansion using the matrix shown below, considering opportunities, associated costs, benefits and risks.
Exploring the options:

· The lowest risk options is to sell more of your existing offering in your existing market either by existing customers purchasing more or by increasing the number of customers from your existing market, the bottom left quadrant.  This is increasing your market penetration.

· Somewhat more risky is to sell your existing product into new markets (more customers) – the top left quadrant.  This is market development.  

· More risky still is to develop new offerings for your existing markets – bottom right quadrant.  This is product development.  

· Most risky is to develop new offerings for new markets.  This is diversification.  
· If we introduce the charity dimension these risk ratings might change, for example, if the existing offering is loss-making: increasing the market penetration of a loss-making offering could be more risky than developing a new or amended product that was break-even.

· If your organisation has many offerings then it is useful to prioritise among them before applying the Matrix; for example, start with the most important offerings as defined by fit with mission, volume of delivery, conclusions from SWOT, and other player analysis. 

· Unless there are particular reasons not to, also start by exploring the lower-risk options.
· Because of our sector’s commitment to innovation we often neglect the two left-hand quadrants, and so you should explore these carefully.


Source: Tools for tomorrow, NCVO.


Increasing Market Innovation











Increasing Product / Offering Innovation





Expanding through existing products into new markets (Development) 





Expanding through new products into new markets (Diversification) 

















Expanding through existing products in existing markets (Penetration) 





Expanding through new products into existing markets (Product development) 





























Market Development





Diversification





Market Penetration





Product Development





New Market








Existing


Market

















New Product





Existing Product





Blank Ansoff Matrix








