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Using the Directional Policy Matrix 

to define objectives & strategies 



Directional policy matrix: 
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Directional Policy Matrix

High

Low

+2 +1 0 -1 -2Low

Relative business strength

Market 
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Notes: About the DPM

 Vertical axis = attractiveness of market segments, constructed from the 
Market Attractiveness Factors for the business.  These should be generic, 
and allow comparison of existing and potential business.

 Horizontal axis = business strengths against the Critical Success Factors 
for each segment, relative to the competition.

 Relative business strengths should be measured against best competitor 
(not average) and from the point of view of the customer.

 Size of circles should be proportional to amount of business (current 
revenue); you can add a pie slice indicating profit/contribution.

 Information-rich matrix allows the application of useful policy guidelines for 
marketing strategies
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Objectives, strategies and 

tactics

OBJECTIVES Defined and measurable aims,

eg market share/revenue/profit by 

product-market.

STRATEGIES Say how objectives will be achieved.

Can be driven from critical success 

factor analysis.

TACTICS Short term programmes with timings 

/ actions.  Say who will do what 

and by when.
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Strategies suggested by portfolio 

matrix analysis
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RELATIVE BUSINESS STRENGTH

INVEST FOR GROWTH:

•Gain / Defend leadership

•Accept moderate short-term profits and 

negative cash flow

•Geographic expansion, product line 

expansion, product differentiation

•Aggressive marketing posture - selling, 

advertising, pricing, sales promotion, service 

levels etc.

Higher

Lower

Higher Lower

MAINTAIN / MANAGE FOR SUSTAINED 

EARNINGS:

•Manage key product lines, prune less 

successful product lines

•Differentiate products to maintain share

•Limit marketing expenditure

•Stabilize prices except where a temporary 

aggressive stance is needed

OPPORTUNISTIC:

•Move to left if resources are available

•Keep a low profile until resources are 

available

•Divest to a buyer able to exploit the 

opportunity

SELECTIVE / MANAGE FOR PROFIT & 

CASH:

•Acknowledge low growth

•Identify / exploit growth segments

•Emphasise quality, avoid commodity

•Improve productivity

•Prune product line aggressively, maximise 

cash flow, minimise marketing expenditure, 

maintain or raise prices at expense of volume.
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Directional policy matrix: 

tyre company (top level)
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Directional Policy Matrix: 

Car tyres
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‘Rational buyers’ – critical 

success factors

10



Marketing options -

Ansoff matrix
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Relative market

attractiveness

KEY

Present

position

Forecast

position in

3 years

High Low

Low

High

?

Product X

Exec MSc

Research

Open 

programmes

Tailored 

programmes

FT MSc

MBA

Relative

business strength

Introducing new product-

markets
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Types of objective

Profit improvement

Productivity improvement Sales growth

Product

development

Market

development

Market

penetration

Change

asset base

Existing

assets

Cost

reduction

Improve

asset

utilisation

(experience

and

efficiency)

Increase

price /

reduce

discounts

Improve

product /

sales mix

(margins)

New

markets

Existing

markets

Convert

non-

users

New

segments

Take

competitors’

customers

Increase

usage

Growth focusCash and margin focus

Investment

• Acquisition

• Joint ventures

• etc

Divestment

• Redevelopment of

capital resources

Capital Utilisation focus
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Objectives
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For each product-market, set an objective in terms of revenue, market share and/or 

profit by the end of the planning period. Put this below, or annotate the Directional 

Policy Matrix with objectives.



C.S.F.’s  

Score/weighting

Score out of 10 - multiplying these by the weightWeights

You                    Compet. A        Compet B       Compet C

1. Thought leadership 50

2. Practice throughput 25

3. Patient satisfaction 15

4. Patient budget 10

5.

6.

Totals 100

6
3.0 4.0

8

8
2.0 1.8

7

7  9

1.1 1.3
1.2

8

6
0.6 0.5

5

6.7  6.9 7.5

Relative Business Strength: - 0.8 (current)    -0.6 (strategy)

Strategies: revisit C.S.F. 

scores
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Product-market:  _____________________________

CSF: ________________    Scores: _______  (current) _________ (objective)

Description

of strategy

Actions to

achieve

strategy

Responsibility

Approximate cost

Strategy details
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Exercise

1. Draw Directional Policy Matrix (at least 3 segments)

2. For one segment:

a) Set an objective (revenue, market share or volume)

b) Define strategies (changes to one or more CSF scores)

c) Fill in the strategy details form for at least 1 strategy
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