The Strategic Position and Action Evaluation (SPACE) Matrix

The Strategic Position and Action Evaluation (SPACE) Matrix, another important Stage 2
matching tool, is illustrated in Figure-1. Its four-quadrant framework indicates whether aggressive,
conservative, defensive, or competitive strategies are most appropriate for a given organization.
The axes of the SPACE Matrix represent two internal dimensions (financial position [FP] and
competitive position [CP]) and two external dimensions (stability position [SP] and industry
position [IP]). These four factors are perhaps the most important determinants of an organization’s
overall strategic position. Depending on the type of organization, numerous variables could make
up each of the dimensions represented on the axes of the SPACE Matrix. Factors that were
included earlier in the firm’s EFE and IFE Matrices should be considered in developing a SPACE
Matrix. Other variables commonly included are given in Table-1. For example, return on
investment, leverage, liquidity, working capital, and cash flow are commonly considered to be
determining factors of an organization’s financial strength. Like the SWOT Matrix, the SPACE
Matrix should be both tailored to the particular organization being studied and based on factual
information as much as possible.

Fig.1: The SPACE Matrix

Table-1: Factors that make up the SPACE Matrix axes
The steps required to develop a SPACE Matrix are as follows:
1. Select a set of variables to define financial position (FP), competitive position (CP),stability
position (SP), and industry position (IP).
2. Assign a numerical value ranging from +1 (worst) to +7 (best) to each of the variables that make
up the FP and IP dimensions. Assign a numerical value ranging from -1 (best) to -7 (worst) to each
of the variables that make up the SP and CP dimensions. On the FP and CP axes, make comparison
to competitors. On the IP and SP axes, make comparison to other industries.
3. Compute an average score for FP, CP, IP, and SP by summing the values given to the variables
of each dimension and then by dividing by the number of variables included in the respective
dimension.
4. Plot the average scores for FP, IP, SP, and CP on the appropriate axis in the SPACE Matrix.
5. Add the two scores on the x-axis and plot the resultant point on X. Add the two scores on the yaxis and plot the resultant point on Y. Plot the intersection of the new xy point.
6. Draw a directional vector from the origin of the SPACE Matrix through the new intersection
point. This vector reveals the type of strategies recommended for the organization: aggressive,
competitive, defensive, or conservative.

