The Boston Consulting Group Matrix (BCG Matrix)

What is it? The matrix is used as a strategic tool to help firms maintain sustainable income over time by
balancing products that need further investment with those that can generate steady returns. The BCG
matrix is based on two dimensions: relative market share, which reflects cost advantages and potential
profitability, and market growth rate, which represents the attractiveness of the market. Using these
criteria, products are grouped into four categories: Question Marks, Stars, Cash Cows and Dogs.
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Question Marks: Products typically begin as Question Marks when they are newly introduced.
Management should aim to increase their market share so they can develop into Stars.

Stars: Stars achieve high sales and have strong profit potential, but they also demand continued
investment and targeted marketing to defend their competitive position.

Cash Cows: Cash Cows operate in markets with limited growth, making it harder to expand share and
improve margins. As a result, these products should be used to generate steady cash flows. They often
provide the bulk of a firm’s profits, which can be reinvested into Question Marks and Stars to support
future growth.

Dogs: Dogs hold a weak market position in markets that are growing slowly or not at all. They are typically
in the final phase of their product lifecycle and are often candidates for withdrawal or divestment.



When to use it:

The BCG matrix is most effective when applied within strategic portfolio management to support cash
flow planning. It helps organizations identify which products or business units are likely to generate future
income and guides decisions on where investment should be directed. By analyzing the portfolio, the
matrix can also highlight potential gaps or weaknesses that could put long-term cash flow at risk. For
example, if a firm has few or no Question Marks, it may need to reassess how it will secure revenue growth
in the future.

How to use it:

To place assets within the matrix, it is necessary to estimate both the market growth rate and the relative
market share of competitors for each product or business unit. Each asset is typically shown as a circle,
with its size reflecting annual sales volume. Assets operating in rapidly expanding markets should receive
greater investment to expand capacity and strengthen brand recognition. Accurate market data and a
clear definition of the relevant market are essential to ensure assets are positioned correctly. Information
on market growth and share can be sourced from industry analysts, or an independent evaluator may be
used to provide an objective assessment.
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