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where are you going?

IGOR ANSOFF created a matrix to help companies decide what options to
choose, and this can be a useful thinking tool.

1 You can sell more of the same to your existing or similar customers.

2 You can sell new products or services to your existing customer types.

3 You can sell the same products or services to different types of customer.

4 You can sell new products or services to different types of customer.

What are your options?
You really only have four.

Existing products to existing customers
This is the lowest risk, and usually lowest-cost option.
Most businesses would want to sell more of the same
to their existing customer groups. The important thing
is to work out how much potential there will be in your
market in the future, taking into account the number
of competitors, and other factors such as new products
or technologies that might take your customers away
from you.

New products to existing customers
This means creating new products or services that will
appeal to your existing customers. Assuming that your
customers feel warm towards you, it should be possible
to find out what other needs they have that you could
satisfy. This is often an extension of what you do for
them already (supermarkets opening pharmacies and
dry cleaners, for example) and should fit with your
business image and goals.

Existing products to new customers
Higher risk than option 2 because it is much harder and
more costly to win new customers than to keep existing
ones. This does not mean you shouldn’t go for this option,
just that it might be worth making the most of options 1
and 2 first.

New products to new customers
The highest risk, highest-cost option. If you are considering
including this one in your plan, weigh up the risk against
the likely return. Is it going to be profitable enough to be
worthwhile? Clearly, Richard Branson thought it was when
Virgin entered the market for cola, airlines and pensions…
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Essential tip

Many businesses try to increase
Box 1 sales as much as possible in
the first year or two of the plan and
invest some of their extra profit into
developing and selling new products
(Box 2) to their existing customers.

Use the Ansoff Matrix as you explore your own business options and decide where you want your business to go.
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