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What To Grow? How To Grow?
By Monica E. Oss, Chief Executive Officer

Health plans are buying and developing their own 
provider capacity. An influx of private equity money 
has created hundreds (and maybe thousands) of 
new provider organizations. And retail players are 
expanding health service capacity.

In this market mix, every provider organization 
needs a growth strategy—not only to increase scale 
(the optimistic side), but also to make up for loss of 
market share to these new competitors. The options 
are limited—increase revenue from existing services 
in current markets; find new markets for service; 
or develop new services. And whether to make the 
growth strategy happen by organic growth or by 
mergers and acquisitions.

The question is how to make this fundamental and 
crucial strategic decision. One important tool to 
assist decision making is organizational service line 
analysis. The concept is simple—to take the services 
and revenues of an organization and analyze them 
by type of service. The analysis helps executive 
teams understand what services are growing or 
shrinking—both in top line and bottom line. And then 
to look collectively across all service lines in terms of 

There is certainly no end of demand for health 
and human services right now—particularly for 
consumers with chronic behavioral, cognitive, and 
health conditions. The pandemic caused delays in 
all types of preventative and diagnostic services 
and increased the prevalence of behavioral health 
conditions (see One-Third Of Adults Delayed 
Health Care During COVID-19; Most Had Chronic 
Conditions, The Impact Of COVID-19 On The Use 
Of Preventive Health Care and The Implications of 
COVID-19 for Mental Health and Substance Use). 
And the health status of Americans has worsened 
over the past few years—with a rise in the incidence 
of obesity, diabetes, hypertension, kidney disease, 
and more (see The Complex: More & More So – A 
Trend Driving 2022 Strategy).

Given this situation, you would think that health care 
provider organizations would be in great strategic 
and financial position. But that is not the case. From 
hospitals to primary care clinics to community-
based organizations, the picture is rocky. The 
pandemic has created workforce turbulence. And, 
there is more competition for consumer services. 
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The second article, Using Service Line Analysis To 
Drive Decisions, provides details of additional matrix 
model portfolio analysis tools and how to use them, 
beginning with the Mission-Profitability Matrix.

Portfolio management is the tool that helps 
executive teams make tough decisions about the 
service lines that have the greatest sustainability 
for their organizations. It also helps teams identify 
that “next big thing” to carry an organization into 
the future. As Jack Welch, previous chairman and 
CEO of General Electric, once said, “Willingness to 
change is a strength, even if it means plunging part 
of the company into total confusion for a while.”

payers, geography, and other relevant factors.

Unfortunately, using this analysis over time to 
manage service lines does not make decisions for 
the executive team. But it enables executive teams 
to make better decisions.

In this issue of the OPEN MINDS Management 
Newsletter, we present a thorough “how to” guide for 
conducting a market-focused service line portfolio 
analysis. In the first article, Service Line Portfolio 
Analysis – The Process & Use In Strategy, my 
colleague and executive editor of the management 
newsletter, Joe Naughton-Travers writes about 
how to prepare and conduct the key components 
of a service line portfolio analysis—looking at 
revenue mix, revenue and profitability trends, and 
performance. The article also describes how to 
compile and present the data, how to analyze it 
and identify key strategic themes, and their likely 
implications.
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Service Line Portfolio Analysis – The Process & 
Use In Strategy
By Joe Naughton-Travers, Ed.M., Executive Editor, Management Newsletter  

Step 1: Compiling & Analyzing The Key 
Components Of The Service Line Portfolio 
Data—This is the time-consuming process of 
preparation for the analysis itself. It requires that 
you have good data and analytics on revenue, 
profitability, and performance measures. This data is 
compiled into a series of charts and tables that are 
used in Step 2. 

Step 2: Conducting the Service Line Portfolio 
Analysis: Questions & Discussion Points—
This is the fun part. Here you review the portfolio 
graphs and tables and use our recommended list of 
questions to discuss and analyze them. 

Step 3: Synthesis of Strategic Themes—Finally, 
you synthesize the findings. When you consider all 
of the graphical representations of your financials, 
services, and performance and your related analysis, 
what does it all mean? 

Step 1: Compiling & Analyzing The 
Key Components Of The Service Line 
Portfolio Data

The key components of service line portfolio analysis 
include financial and performance data from a three-
year period—Revenue Mix Analysis, Total Revenue 
Trends & Profitability Analysis, and Performance 
Analysis. 

Revenue Mix Analysis—These graphics are used 
to analyze the revenue mix each fiscal year by 
payer, by service line category, and by individual 
service line and include six graphics—three pie 
charts and three tables. The  three pie charts—
Revenue Mix by Payer Pie Charts—indicate the 
percentage of total revenues that each major payer 
category represents—one for each of the previous 

Service line portfolio analysis—and good market 
intelligence—aids your executive team in making 
decisions about what type of investment to make 
in your current service lines and which new service 
lines you can offer to complement your current 
portfolio and for which there is a market need. It also 
pinpoints the service lines that are worth sustaining 
and which should be considered for closure.

Conducting a service line portfolio analysis helps 
an organization manage its assets for the most 
profitability and consumer satisfaction with its 
services. The analysis provides data that helps an 
organization make crucial decisions about which 
services to eliminate and which to invest in. The 
service line portfolio analysis also helps executive 
teams address questions such as:

• Does spending really reflect your organization’s 
mission and strategic priorities?

• Which service lines operate at a profit margin? 
Which need to be subsidized?

• Which services are no longer desired in the 
market? Which should be added?

• How do you achieve the right balance of 
organizational focus and investment of 
resources?

In this month’s newsletter, we present two articles to 
help you explore portfolio analysis as a strategy tool 
for your organization. This article, Part One, is your 
“how to guide” for conducting the analysis. In it, we 
focus on the key components of service line portfolio 
analysis: how to compile and present the data, 
how to analyze it, and how to identify key strategic 
themes. There are three steps to the portfolio 
process.
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two fiscal years and one for the current fiscal year to 
date (projected). Typically, payer categories include: 
Medicare, Medicaid & Medicaid Managed Care 
Organizations, Commercial Insurance Health Plans, 
Self-Pay, State & County Funds, Federal Funds, and 
other. (See Figure 1 for an example of Revenue Mix 
by Payer Pie Charts.)

Next, using the same revenue data from the pie 
charts, create a single table—Revenue Mix by 
Payer Table—that shows the revenue by payer for 
all three fiscal years from left to right, illustrating 
the revenues in dollars for each payer category as 
well as the trend over the three years (see Figure 
2 for an example of Revenue Mix by Payer Table). 
Using the same data again, create a Revenue Mix 
by Payer Bar Chart—a triple-bar chart to illustrate 
the changes in revenue by payer category over the 
three-year period (See Figure 3 for an example of 
Revenue Mix by Payer Bar Chart).

The next step is to create three pie charts 
representing your organization’s Revenue Mix by 
Service Line. These charts indicate the percentage 
of total revenues that each service line represents—
one for each of the previous two fiscal years and 
one for the current fiscal year to date (projected). Do 
not include revenues from COVID-19 Relief Payroll 
Protection Program loans that have been forgiven 

or any charitable contributions. Project the revenues 
for the current fiscal year if the year is not complete. 
Revenue Mix by Service Analysis indicates the need 
for service diversification, expansion, or elimination 
(see Figure 4 for an example of Revenue Mix by 
Service Line Pie Charts).

Next, using the same Revenue Mix by Service 
Line data, create a single table that shows the 
revenue by service line for all three fiscal years 
from left to right. This will illustrate the revenues 
in dollars for each service line as well as the trend 
during the three years (see Figure 5 for an example 
of Revenue Mix by Service Line Table). Using the 
same data again, create a triple-bar chart to illustrate 
the changes in revenue by service line over the 
three-year period (see Figure 6 for an example of 
Revenue Mix by Service Line Bar Chart).

Total Revenue Trends & Profitability Analysis—
This set of graphics are used to analyze the change 
in total revenues over time and profitability trends 
overall and by service line. They include the Total 
Revenues Bar Chart and two Profitability and Margin 
Tables.

The Total Revenues Bar Chart is a simple bar chart 
used to begin the discussion about changes in total 
revenues as a precursor to evaluating profitability 
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overall and by service line. Create a bar chart 
showing total organizational revenues by year, for 
the past five fiscal years. (A longer time period is 
helpful here for the trend analysis.) As with previous 
graphics, do not include revenues from COVID-19 
Relief Payroll Protection Program loans that have 
been forgiven or any charitable contributions (see 
Figure 7 for an example of Total Revenues Bar 
Chart). (Note: Three-year revenue trends by payer 
and service line have already been illustrated in 
Figures 3 and 6.)

In the Profitability & Margin Tables, the first table 
will report revenues, expenses, profit/loss, and 

margin with one column for each of the previous 
fiscal years and one for the current fiscal year to 
date (projected). This will present the organizations 
overall profitability and profit margin—unlike profit, 
which is measured in dollars and cents, profit margin 
are measured as a percentage (see Figure 8 for an 
example of Profitability Table).

Next, the goal is to present profitability—dollars 
and margin—for the three-year period by individual 
service line. Create a table that lists the service lines 
in the first column, then the profitability and margins 
for the three years sequentially in the columns to the 
right (see Figure 9 for an example of Service Line 
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Profitability Table). This table allows for a detailed 
discussion about the profit/loss margins for each of 
the service lines and the trend over the three-year 
period.

Performance Analysis—For this part of the service 
line portfolio analysis, you will need performance 
data for your organization in order to produce 
a graph or chart—satisfaction, quality, and/or 
performance on payer contract metrics. As with 
the other data presentations, the goal is to be able 
to present the performance data overall and by 
service line or population and the trends over time. 

The example used here uses the Net Promoter 
Score (NPS). In the health care industry, NPS 
scores are used to measure consumer loyalty and 
satisfaction by determining how likely consumers are 
to recommend your organization to their friends and 
family.

Using available performance data, create a 
Performance by Service Line Table that shows 
the performance by service line over the three 
fiscal years from left to right. This will illustrate the 
performance for each service line as well as the 
trend over the three years (see Figure 10 for an 
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example of Net Promoter Score by Service Line 
Table). Using the same data, create a Performance 
by Service Line Bar Chart triple-bar chart to 
illustrate the changes in performance by service line 
over the three-year period (see Figure 11 for an 
example of Net Promoter Score by Service Line Bar 
Chart).

Advanced Tip: For nearly all these service line 
portfolio analysis charts and tables, you can group 
the service lines of your organization in various 
combinations, which gives you different perspectives 
on revenue, profitability, and performance. For 
example, start at the broadest level: by population 
(adults, youth, children, seniors etc.) or by broad 
service category (residential, community-based, 
school-based, in-home, etc.) and break down the 
data presentation into specific programs or services 
(therapy, case management, crisis stabilization, 
etc.). You may also want to organize the data by 
geographic location or business unit to analyze the 
difference in performance between these.

Step 2: Conducting the Service Line 
Portfolio Analysis: Questions & 
Discussion Points

Using the graphical presentations of your portfolio 
data, it is time to begin the strategic analysis 
with your executive team. Typically, the strategic 
evaluation and discussion of these key components 
of service line portfolio analysis takes about three 
hours of executive team time. Use the following 
questions as a discussion guide:

Revenue Mix Analysis

1. Which payers are the largest in terms of the 
percentage of total revenues? Are there any 
market changes that threaten these revenue 
streams? Is your organization dependent upon 
one or two major payers? If so, does this lack of 
diversity pose a threat?

2. Which payers are the smallest in terms of 
the percentage of total revenues? Is there an 
opportunity to grow the revenues from these 
payers? If so, how?

3. Has the payer mix changed over the three-year 
period, and if so, how? What are the implications 
of these changes?

4. Are any payers missing from the pie charts? Is 
there an opportunity to add these payers to your 
revenue mix? If so, how?
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5. Which service lines are the largest in terms of 
the percentage of total revenues? Are there 
any market changes that threaten these service 
lines? Is your organization dependent upon one 
or two major service lines? If so, does this lack 
of diversity pose a threat? Is there an opportunity 
to grow these services more in terms of total 
revenues?

6. Which service lines are the smallest in terms of 
the percentage of total revenues? Is there an 
opportunity to grow the revenues from these 
service lines, and if so, how?

7. Has the service line mix changed over the 
three-year period, and if so, how? What are the 
implications of these changes? What changes 
should occur in the coming years to meet market 
demands?

8. Are any services missing from the pie charts? Is 
there an opportunity to add these service lines 
to your service continuum? What services are 
the consumers you currently serve receiving 
from other health care providers? Would it 
make sense for your organization to offer these 
services?
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Total Revenue Trends & Profitability Analysis

1. Have total revenues for your organization 
increased, decreased, or stayed the same over 
time? Was this intentional?

2. How have the total revenues by service 
line changed over the three-year period? 
Which service lines have shown increases? 
Decreases? Stayed the same? Was this 
desirable? If not, why?

3. Has your organization shown a profit or loss for 
each fiscal period? What is the trend in terms of 
profitability over the three years?

4. If we define a significant profit or loss margin as 
plus or minus five percent, has your organization 
operated at a significant profit or loss in any of 
the three years? What are the implications of 
this?

5. Which service lines have operated at a profit 
every year? Have they operated at a significant 
profit (again, a positive margin of more than five 
percent)? Can this profit be maintained? Should 
these services be expanded?

6. Which service lines have operated at a loss 
every year? Have they operated at a significant 
loss (again, a negative margin of more than five 
percent)? Can this loss be changed? If it cannot, 
does it make sense for your organization to 
subsidize the losses for these services from the 
profits of other services? Or should this service 
line be phased out?

7. What is the explanation for any service lines that 
have operated profitably in some years and at 
losses in others? Can this be changed, and if so, 
how?

Performance Analysis

• How is your organization performing overall 
and by service line? Has performance changed 
over time, and if so, how? What efforts does 
your organization need to take to improve 
performance overall and by service line?

• If using the NPS as a performance measure, 
are any of the scores negative (where you have 
more detractors than promoters)? Are any of 
the scores excellent (above 50) or even world 
class (above 80)? What do these scores mean in 
terms of your organizational planning?

Step 3: Synthesis of Strategic Themes

The final step of the service line portfolio analysis is 
the synthesis of the findings. When you analyze all 
these graphical representations of your financials, 
services, and performance, what does it all mean? 
Commonly, the synthesis may include themes like 
these:

1. Your organization operates profitably, with 
sufficient margins to allow the focus to be on 
planning for the future market.

2. Your organization is operating at a consistent 
loss, and this must be corrected.

3. Your organization essentially operates at a 
break-even from year to year, leaving few funds 
for investment.

4. You have some service lines that operate at a 
significant profit, supporting other mission-critical 
services that operate at losses and inviting 
expansion when possible.

5. You have some service lines that operate at 
significant losses, and this must be corrected, or 
they must be eliminated.
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6. Your service line continuum must change to 
meet market demands. These changes may 
include new services or reconfigured services 
(e.g., virtual or hybrid models).

7. Your organization is highly dependent on 
revenues from one or two payers, and 
diversification of payer mix is needed for long-
term sustainability.

8. Continued funding from one or more payers is at 
risk, and this must be addressed.

9. You have high-performance service lines, and 
this asset can be leveraged.

10. You have low performance service lines, and this 
must be corrected.

These are just a sample of the themes that may 
emerge from your service line portfolio analysis. 
What has your portfolio analysis revealed? Did it 
help you determine which of your organization’s 
services to eliminate and which to invest in? Is your 
organization high-performing overall and in terms 
of its service lines? What are the implications of the 
service line portfolio analysis for your strategic plan 
and initiatives?

Let’s recap where you are! You’ve created the 
core component graphs and charts of your service 
line portfolio analysis.  You’ve used the analysis 
questions covered in this article to identify and 
discuss the findings. Lastly, you’ve synthesized what 
it all means into a few summary sentences.

Now, let’s dig in deeper. Move on to the next step 
in analyzing your service lines: Using Service Line 
Analysis Data To Drive Decisions. Here we will 
present another concept—portfolio analysis matrix 
tools and how to use them to further your strategic 
analysis.
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Using Service Line Analysis To Drive Decisions
By Joe Naughton-Travers, Ed.M., Executive Editor, Management Newsletter 

its advancement of your mission and its profitability 
(see Figure 1 for the Mission-Profitability Matrix and 
the implications for services that fall into each of the 
four quadrants).:

• High Mission Compatibility/High Profit

• High Mission Compatibility/Low Profit

• Low Mission Compatibility/High Profit

• Low Mission Compatibility/Low Profit

Services that fall into the High Mission 
Compatibility/High Profits quadrant are your 
winning service lines. They are highly compatible 
with your organization’s mission and operate 
at a profit. You should attempt to maintain their 
profitability, while ensuring that they don’t distract 
you from managing your other service lines.

Those that fall into the High Mission Compatibility/
Low Profits quadrant are service lines that are the 
bane of all organizations and extremely familiar to 
non-profit organizations. These are the services lines 
that are key to organizational mission, yet they lose 
money. Management strategies for these services 
include the following:

• Improving the financial performance of the 
service line by raising prices or improving cost 
effectiveness

• Funding the service line deficit with grants, 
charitable donations, or the profits of other 
service lines

• Reducing the scope or size of the service line

The Low Mission Compatibility/High Profits 
service lines don’t occur very often. They are 

Once, you’ve completed the service line portfolio 
analysis for your organization (see Service Line 
Portfolio Analysis – The Process & Use In Strategy) 
and have a clear sense of the themes and strategic 
implications that affect your organization, you are 
ready to implement advanced tools for ongoing 
portfolio management. This article focuses on the 
matrix tools useful for advancing the discussion of 
service line strategy, including profitability, market 
risk-reward ratio, and service diversification.

There are many matrix models that can be used 
during a service line portfolio analysis, The four 
views of service line data that we use most often are 
the Mission-Profitability Matrix; the Market Growth-
Market Share Matrix; the Risk-Reward Matrix; and 
the Diversification-Risk Matrix.

Stirring Up the Discussion with the 
Mission-Profitability Matrix

If you’ve traditionally focused more on your 
organization-wide financials and core services, 
you’ll be surprised at what the profit and loss data 
by service line can reveal. Using the Mission-
Profitability Matrix will likely stir up a rousing 
discussion of which service lines are draining 
resources and pulling margins down and what to do 
with those that are deemed mission critical.

This Mission-Profitability Matrix is one of several 
matrix models that can be used during a service 
line portfolio analysis. Each of these matrices has 
four quadrants, with the factors for measurement 
being along the x- and y-axes. In the case of the 
Mission-Profitability Matrix, you cast advancement 
of mission on the y-axis and profitability on the 
x-axis. Sometimes non-profit organizations refer to 
this matrix as the Mission-Margin or Mission-Money 
Matrix. The task at hand is to place each of your 
service lines into one of the four quadrants based on 
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profitable service lines, yet they detract from or 
negatively impact your organizational mission. The 
primary goal here would be to capitalize on the 
profitability of this service line, most likely by selling 
them (if possible) or phasing them out over time.

The Low Mission Compatibility/Low Profit service 
lines lose money, and they negatively impact your 
mission. Plan to phase them out immediately. The 
leadership team needs to determine how this service 
line became part of its portfolio in the first place, or 
identify the internal or external environmental factors 
that changed enough to create such a lose-lose 
proposition!

Figure 1. Mission-Profitability Matrix

The Mission/Profitability Matrix is an excellent tool 
to use when working with boards of directors and 
executive teams because it aids in focusing on 
balancing the realities of the financial situation with 
delivering services that are seen as mission critical. 
It also provides a common ground for discussing 
the choices that need to be made about services in 
each matrix quadrant. Ultimately, making strategic 
decisions about each services line is what propels 
an organization towards its “next big thing” and 
toward a more sustainable future.

Advanced Tip: A more state-of-the art approach 
to the Mission-Profitability Matrix is to use a bubble 
diagram to show the service lines in terms of size of 
revenues when placing them into the four quadrants.

Using The Market Growth-Market Share 
Matrix

Once you’ve tackled the Mission-Profitability Matrix, 
consider three other matrix models that can be 
useful in service line portfolio analysis and strategic 
planning—Market Growth-Market Share Matrix, 
Market Risk-Market Reward Matrix, and a Service 
Diversification-Risk Matrix.

Market Growth-Market Potential Matrix—When 
analyzing your organization’s service line portfolio, 
it is also helpful to evaluate your service lines—and 
future plans—in the context of market position. Here, 
we are looking to use a matrix model to examine the 
current market share (along the x-axis) and market 
growth potential of each service (along the y-axis). 
See Figure 2 for the Market Growth-Market Potential 
Matrix and the description for services that fall into 
each of the four quadrants.

Figure 2. Market Growth-Market Potential Matrix
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As with the previous matrix model, the task here is to 
place each of your service lines into one of the four 
quadrants based on your current market share for 
the service and your sense of growth opportunities 
for the service. Again, your service lines will fall 
into one of the four quadrants—Stars, Cash Cows, 
Question Marks and Dogs—each with a different 
cash flow position.

Stars are the service lines that have high market 
share and high growth. Simply put, your organization 
is the leader in a high-growth market. These services 
usually require lots of cash to sustain growth but 
yield high profits due to a strong market position. 
They are usually in cash balance.

Cash Cows are those service lines with high relative 
market share in low-growth markets. They are 
likely to be your “mature” service lines where your 
organization maintains a strong market position. 
They usually produce a healthy cash flow that can 
be used to fund other service lines.

Question Marks are service lines where the market 
growth rate is high, yet your organization has a low 
market share. They will require large cash inflows 
to improve market share but are currently weak 
cash generators. Theoretically, these should be new 
service lines in development that could move to the 
Stars category.

Dogs are the service lines where your organization 
has a low market share that have low market 
growth. Here the best strategy is usually to eliminate 
the service line—there is no point in investing to 
increase your market share in a service line where 
there is no anticipated market growth.

Using this Market Growth-Market Potential Matrix, 
your executive team can discuss how to get to the 
optimal market position—where your organization’s 
services are a balance of Stars, Cash Cows, and 
Questions Marks and you have no Dogs. Ideally, 
the Cash Cow service lines are used to fund the 
development of new service lines (the Question 
Marks) in a high growth market.

Effective development and performance of these 
Question Mark service lines will turn them into Stars 
that will eventually turn into Cash Cows themselves 
as market growth slows and less cash is needed. 
This Market Growth-Market Potential Matrix helps 
with the discussion of a key strategic question—
which new service lines (i.e., Question Marks) 
should we invest in, and which shouldn’t we? The 
basic notion here is that your organization’s “next 
big thing” will be some service line that is a Question 
Mark service line, where you use profits from other 
service lines to fuel the growth of the new service 
line.
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Gaining Investment Perspective from the 
Risk-Reward Matrix

The Market Risk-Market Reward Matrix is most 
often used to plan and manage the development 
of new service lines. This matrix uses the x-axis to 
plot the risk for the new service (i.e., your notion of 
the likelihood of it being a successful service line 
for your organization) and the y-axis to indicate the 
perceived reward if the service line is successful 
(e.g., enhanced brand image, differentiation from 
competitors, and/or profitable financial performance). 
See Figure 3 for the Market Risk-Market Reward 
Matrix.

Figure 3. Market Risk-Market Reward Matrix

Place each of your service lines into one of the 
four quadrants—Pearls, Oysters, Bread & Butter, 
or White Elephants—based on your evaluation of 
market risk and potential market reward. The service 
lines will fall into one of the four quadrants:

Pearls are usually service lines in development that 
have a high likelihood of success and are expected 
to yield high rewards. Most organizations wish they 
had more of these, and they allocate considerable 
resources (staff and dollars) to them.

Oysters are the speculative service lines that you 
believe will result in a high payoff but have a low 
likelihood of success. Choosing whether to fund 
these products is a strategic decision.

Bread & Butter are usually service lines that are the 
result of enhancements or modifications to current 
service lines. They tend to be easy to develop and 
have a high likelihood of success but have low 
rewards. The key here is to make certain that your 
organization does not have too many of these Bread 
& Butter projects because they pull management 
focus and funds from the Pearls and Oysters.

White Elephants are your organization’s low-
success, low-reward service line projects. Most 
organizations have a few of these that they find hard 
to eliminate. They began as good prospects but 
became less attractive over time. The wisest thing is 
usually to simply stop doing them!

This Market Risk-Market Reward Matrix is 
particularly useful in helping your organization 
manage its resources for developing new service 
lines. Given finite staff and financial resources, if you 
add development projects, you must determine how 
to balance the available resources and timing with 
other services lines in development.
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Planning With The Diversification & Risk 
Matrix

The last recommended matrix for use in service 
line portfolio analysis and strategic planning is the 
Service Diversification & Risk Matrix (sometimes 
referred to as the Ansoff Matrix, devised by the 
mathematician H. Igor Ansoff). This matrix aids in 
the understanding of the market risks for various 
service line strategies. In this case, the matrix has 
the following four quadrants—Existing Markets/
Existing Services, Existing Market/New Services, 
New Markets/New Services, and New Markets/New 
Services (see Figure 4 for the Service Diversification 
& Risk Matrix).

Figure 4. Service Diversification & Risk Matrix.

When using this matrix for analysis and service line 
portfolio discussion, you plot your current services 
and ideas for new services into one of the four 
quadrants. Each quadrant defines the strategy you 
can follow to identify your marketing needs as well 
as the risk involved.

The Existing Markets/Existing Services is the 
lowest risk quadrant. This is the “more of what you 
know” strategy and the focus is on increasing your 
market share for the service line. For example, if you 

provide outpatient substance use disorder services, 
you build a market penetration plan for expanding 
the service line in your market. Most often, the plan 
would focus on differentiating your organization from 
competitors to gain market share.

Developing services in the Existing Market/
New Services quadrant is also a relative low risk. 
It simply means providing new services to the 
consumers you are already serving. The risk here is 
in the investment in developing the new service line. 
For example, if you provide an array of children and 
family services but currently refer to another provider 
for psychiatry and outpatient mental health services, 
your organization could opt to provide these services 
itself. The key question here is what other services 
do the consumers we serve need that make sense 
for us to deliver?

The New Markets/Existing Services quadrant 
is medium risk. Essentially, the is a market 
development strategy where you take the services 
you already deliver and market them to new 
markets. The biggest advantage you have in this 
case is that you already have the service line and an 
established market. You can rely on the successes 
here to sell to new customers. For example, if 
you provide services for children and youth with 
intellectual and development disabilities (IDD), you 
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• Consider using portfolio mapping for developing 
competitive strategies by plotting the service 
lines of your key competitors (using available 
data or best estimates).

Once you’ve completed this advanced analysis of 
your service line portfolio, you will have a clearer 
picture of which service lines should be sustained, 
which should be invested in, and which could be 
added or closed. (We’ll cover more about how to 
decide what to add and what to close in June’s 
Management Newsletter.) It is imperative that 
you embed service line portfolio management 
into your organizational oversight and leadership 
team discussion, using it to balance your service 
continuum and monitor service line performance. 
Organizations that do so have a greater likelihood of 
success in achieving their strategic objectives than 
those that rely solely on financial metrics to make 
strategic resource allocation decisions.

could expand your market to providing services to 
adults. Another example would be to expand current 
services to a new geographic market.

The last quadrant, New Markets/New Services, 
is the riskiest. It is a diversification strategy that 
involves developing and marketing a whole new 
service line to a market you do not currently serve. 
It is doing something completely different; there 
is a possibility of success but also a great risk of 
failure because your do not have experience with 
the consumers or the service line. An example here 
would be an organization that is currently delivering 
IDD services to children considering adding an 
outpatient mental health service line to a geriatric 
population.

Tips For Implementing the Use of 
Portfolio Management

Service line portfolio analysis must be embedded 
in your strategic planning and reviewed at regular 
intervals, because in essence, portfolio management 
is about balancing your service continuum and 
managing service line performance. Organizations 
that methodically use formal portfolio management 
systems have a greater likelihood of success in 
achieving their strategic objectives than those 
that rely solely on financial metrics to make 
strategic resource allocation decisions. Here are 
some additional tips on how to integrate portfolio 
management into your organization if you decide to 
proceed:

• Conduct on-going portfolio analysis with your 
executive and senior management teams to aid 
in decisions about service lines, strategy, and 
resource allocation.

• Look for other portfolio analysis tools in addition 
the ones laid out in these two articles to further 
your on-going strategic analysis (e.g., other 
matrix tools, financial performance metrics and 
benchmarks, scoring models or checklists, etc.)


