3. Ansoff’s Matrix
1. Fill in the gaps
Ansoff’s matrix focuses on the ______________ and rewards of different marketing or corporate strategies. On one axis is Markets and on the other is ________________. Ansoff emphasized that the safest strategies focus on _____________________ products in _______________________ markets. The riskiest strategy is to develop new products in new markets. He called this strategy ______________________.
Missing words: existing, diversification, risks, existing, products
2. State the phrase or term used by Ansoff for each of the following:

2.1 Going into new markets with existing products.
2.2 Focusing on existing products in existing markets.
2.3 Launching new products or services into new markets.

2.4 Launching new brands, products or services into existing markets. 
3.  Data response
In early 2015 Leather Sofas plc announced that it would launch a new range of sofas based on cloth and velour coverings. The company’s annual report said that ‘This new range will allow the business to enter a new £1.8 billion market, while maintaining its extensive range of leather sofas’. Later in 2015 the business warned the stockmarket that year-on-year sales in the three months to November had fallen by 14%. This figure was dramatically worse than for furniture rivals such DFS.
3.1 Briefly explain which term from Ansoff’s matrix best describes Land of Leather’s launch of non-leather sofas.
______________________________________________________________________________________ 
______________________________________________________________________________________

3.2 Explain one possible reason why the launch of non-leather sofas may have contributed to the company’s sales declines.

______________________________________________________________________________________

______________________________________________________________________________________

4. True or False? Identify whether each of these statements is true or false
a) To Ansoff, the further you move away from market penetration, the riskier the strategy. 
(TRUE/FALSE)
b) Market development is risky because of the uncertainties in launching new products.

(TRUE/FALSE)

c) Diversification risks throwing aside all the firm’s knowledge of its markets and products.
(TRUE/FALSE)

d) Ansoff’s matrix is very useful for analysing takeover bids as well as marketing decisions. 
(TRUE/FALSE)

5. The Matrix Diagram

5.1 Label the horizontal and vertical axes, and state which term describes each quarter of the Ansoff matrix.
	
	

	
	


5.2 Also on the diagram, draw arrows to show Ansoff’s view of the increasing risks involved in certain types of business strategy. 
3. MARK SCHEME - Ansoff’s Matrix
1. risks …. Products …. existing … existing … diversification.

2.1 Market development

2.2 Market penetration

2.3 Diversification

2.4 Product development
3.1 Leather Sofas plc launched a new product range within the existing market for sofas, so it was product development. However, it may be that buyers of non-leather sofas are different from those who buy leather, i.e. there may be elements of market development as well (making it riskier).

3.2 It may weaken the brand name and image, if customers go into stores and find that Leather Sofas plc is not the leather sofa specialist they expected. (Just as an ice cream van that also sells burgers probably loses credibility.)
4a) True    4b) False    4c) True    4d) True
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