
 
  

The Ansoff Growth Playbook 

Idea In Short

Every growth decision a company makes carries a hidden risk profile and most leadership
teams never measure it before committing capital. The Ansoff Matrix, built by mathematician
and strategist H. Igor Ansoff in 1957, sorts every growth option into four categories based
on one question:

are you selling an existing product or a new one, to an existing market or a new one

Selling more of what you already make to customers you already have is the safest bet.
Building something entirely new for a market you have never touched is the riskiest. The
recommendation for any board reviewing a growth plan is simple:

map every proposed initiative onto these four quadrants before approving a budget,
because the quadrant a project sits in should determine how much capital, patience
and contingency planning it deserves, not the enthusiasm of the team pitching it

Every company eventually runs out of easy growth and the search for what comes next
tends to expose how little structure most leadership teams bring to the decision. Some
chase the first opportunity that appears attractive on a slide. Others spread resources thin
across too many bets at once, hoping volume compensates for a lack of focus. H. Igor
Ansoff, an applied mathematician who later became a business strategist, gave executives a
sharper alternative in 1957 when he introduced what is now known as the Ansoff Matrix, or
the product-market expansion grid.1 The framework sorts every growth option a company
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might pursue into one of four categories, based on whether the product being sold and the
market being sold into are existing or new. Nearly seven decades later, the logic still holds
because the underlying question it forces leaders to answer, how much genuine uncertainty
a growth bet contains, has not changed even as the products and markets have.

Understanding the four growth paths

The matrix works because it reduces a complicated decision to two variables that any
executive can assess quickly:

product and market, each rated as either known or unknown

That simplicity is deliberate. Ansoff wanted a tool operating managers could apply without a
research department and the four resulting quadrants, market penetration, market
development, product development and diversification, still map cleanly onto how
companies actually talk about growth. Each quadrant carries a different risk profile, a
different set of required capabilities and a different timeline for payback. Understanding
which quadrant a proposal sits in before approving it changes how much scrutiny, funding
and patience that proposal deserves. Corporate Finance Institute, which teaches the
framework to financial analysts, describes it as a tool for helping leaders conceptualize the
level of risk tied to each growth path before capital moves.2

Market penetration

Market penetration means selling more of an existing product to the existing customer base
and it is the least risky of the four strategies because it draws entirely on capabilities the
company has already proven. A company pursuing this path typically increases marketing
spend to win customers away from competitors, refines pricing to lift volume, improves the
product incrementally to encourage repeat purchases, or acquires a rival to absorb its
market share directly. Coca-Cola offers a useful illustration. The company has spent
decades running differentiated marketing playbooks across its brand portfolio, tailoring
campaigns to whether a brand is a category leader, a challenger or an emerging player, all
while selling largely the same beverages into markets it has served for generations.3 The
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tradeoff is a ceiling. In a mature or saturated category, there is only so much additional
volume penetration can generate before competitors respond and margins compress.

Market development

Market development keeps the product the same and changes the market, whether that
means a new customer segment, a new geography or a new distribution channel. It lets a
company reuse a product it already understands while chasing demand it has not yet
tapped. Common tactics include adapting marketing messages for a new demographic,
opening operations in a country the company has never served, signing distributors to reach
audiences beyond its existing footprint, or building an online channel to sit alongside
physical stores. Netflix pursued this path aggressively, expanding from a single domestic
market to more than 190 countries within roughly seven years by sequencing its entries,
starting with culturally adjacent markets before tackling more distant ones and adjusting its
content library to local tastes along the way.4 The risk here sits in localization and
infrastructure. Entering an unfamiliar market often demands research, regulatory navigation
and cultural adaptation that a domestic playbook never required.

Product development

Product development holds the market constant and introduces a new product to it, betting
that brand equity and customer loyalty already built will carry the new offering. This strategy
asks a company to invest in research that identifies where customer needs are shifting,
gather direct feedback to shape what gets built, coordinate with suppliers and distributors
so the launch does not stall on execution and construct a value proposition compelling
enough to generate demand from day one. A smartphone maker releasing a new model with
meaningfully upgraded features to its existing installed base is a straightforward example of
this quadrant in action.

The safest growth bets reuse what a company already knows and the riskiest ones
abandon both anchors at once

Diversification
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Diversification is the riskiest of the four quadrants because it asks a company to enter a new
market with a new product simultaneously, removing both the safety of a known customer
base and the safety of a proven offering. The strategy splits into two forms. Related
diversification moves into adjacent territory that shares resources, capabilities or customers
with the core business, such as a vehicle manufacturer applying its design and
manufacturing expertise to electric bicycles. Unrelated diversification goes further, entering
a market with no operational connection to the existing business, as when a software
company acquires a chain of fitness centers purely to spread its risk across unrelated
revenue streams. McKinsey's research on growth through adjacent markets found that the
companies generating the strongest returns from expansion moves are the ones that stay
close to a genuine competitive advantage rather than chasing unrelated territory for its own
sake.5 Before committing to diversification, a company should assess the risk and return of
the new venture honestly, validate demand through real market research rather than internal
conviction, confirm it has the resources and capabilities the new business actually requires
and build a concrete plan for integrating the acquisition or launch into how the organization
already operates.

Why the matrix earns a place at the leadership table

The matrix delivers value well beyond the four boxes themselves, because it forces a
structured conversation that most growth planning sessions never have on their own. It
gives leaders a common vocabulary for comparing wildly different proposals, whether the
pitch is a pricing change or an acquisition, on the same footing. It surfaces the relative risk
of each option before money moves rather than after a launch stumbles. It pushes teams to
connect every growth idea back to the company's stated objectives instead of pursuing
opportunities that look attractive in isolation. Indeed's career guide, aimed at the managers
who apply frameworks like this in practice, describes its core function as helping executives
and marketers understand the paths available for growing a business and the tradeoffs each
one carries.6 The framework also travels well across industries and company sizes, which is
part of why it has outlasted many strategy tools introduced after it.

Putting the matrix to work

Applying the matrix effectively follows a sequence rather than a single meeting. A
leadership team should first take stock of its current products, markets and capabilities
honestly, since an inflated view of existing strengths corrupts every judgment that follows.
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From there, the team can generate options within each of the four quadrants, weigh the risk
and likely return of each one against the resources it would consume and rank the resulting
list against the company's actual objectives rather than against internal politics. The
following steps summarize the sequence:

1. Assess the current product and market position without flattering assumptions
2. Generate growth options across all four quadrants rather than defaulting to one
3. Weigh the risk, resource requirement and likely return of each option
4. Rank the options against stated business objectives
5. Build an implementation plan with named owners, timelines and performance

indicators
6. Monitor results and be willing to adjust the plan as conditions change

Amazon illustrates how a single company can run multiple quadrants at once over time. Its
core retail business has spent years on market penetration and development, while Amazon
Web Services represents a genuine diversification move, a cloud infrastructure business
built on internal technical capability but serving a customer base and product category
entirely distinct from online retail. That business now generates a substantial share of
Amazon's operating income, which is the outcome a well-executed diversification bet is
supposed to produce, though most diversification attempts across the broader corporate
landscape do not reach that outcome.

Matching risk appetite to the right quadrant

The matrix works best when leaders resist the temptation to treat all four quadrants as
equally safe simply because each one is called a growth strategy. A cash-constrained
company chasing a diversification bet with the funding discipline appropriate to a
penetration campaign is setting itself up for a shortfall it will not see coming until the capital
runs low. A company with strong reserves and a genuine capability advantage, conversely,
may be underusing its position if every growth initiative stays confined to the two safest
quadrants. The right posture depends on the company's balance sheet, its competitive
position and how much time it has before market conditions shift again and that judgment is
precisely what the Ansoff Matrix is built to sharpen rather than replace.

1Ansoff matrix
2Ansoff Matrix - overview, strategies and practical examples
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Summary

The Ansoff Matrix endures because it forces a single, disciplined question onto every
growth proposal:

how much of what we are betting on is genuinely new

Market penetration asks a company to sell more to the customers it already understands.
Market development asks it to carry proven products into unfamiliar territory. Product
development asks it to build something new for people it already knows. Diversification asks
it to do both at once and history shows that combination fails more often than it succeeds.
None of the four strategies is inherently right or wrong. The discipline lies in matching the
strategy to the company's risk appetite, capital position and timeline, then holding the
initiative to the standard that quadrant demands rather than the standard of wishful thinking.
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