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Share Wars: Finding New Life in Mature Markets

Companies who want to grow in mature markets face a 
unique challenge: they must adapt their strategy to the 
special characteristics of these markets. For firms oper-
ating in the expansion phase of the life cycle, growth 

is relatively easy. New customer trials and volume increases are 
frequently fueled by price reductions. But maturity is very differ-
ent–companies using price reductions to fuel growth often find 
themselves stuck in price wars. Profitability is elusive and trying 
harder only makes it worse!

Businesses operating in these markets may adopt aggressive strate-
gies in the belief that by increasing share, they can drive up profits. 
But using price cuts to expand customer base can actually have 
the opposite effect. The problem is that price is the most visible 
component of a firm’s marketing mix, and one competitors can 
readily see and react to. Often the consequence of a price war 
is that all firms return to their pre-war share position but with 
much lower prices and profits.

It is possible to grow in mature markets, but success should be 
measured as profit growth, not share growth. In this article, we 
will explain why share aggressive strategies in mature markets 
result in price wars and declining profits. Then we will look at 
more effective ways to profitably grow.

Mature Markets
To begin with, market maturity is reached when there are no 
new customer trials; every potential buyer has tried the offering 
and either adopted it or moved onto a new product. At maturity 
then, demand comes from sustenance or maintenance of current 
users. New customer trials cannot be encouraged by lowering 
price–there are no potential purchasers remaining. 

Maturity marks a dramatic market event. All through the growth 
phase customers were encouraged to try a new offering as prices 
moved down. A good example is the PC market (see Figure 1). 
Many years ago, prices were exceedingly high, both in period 

and current terms. The market grew substantially–more cus-
tomers adopted as price points moved down. The market con-
tinues to grow–albeit much slower–as average prices continue 
to decline.a 

At maturity, this growth stops because there are no potential 
customers left to try the offering. Demand is then driven by re-
placement for existing adopters. 

Given this cessation of demand, there are three characteristics 
of mature markets that are particularly important to pricing 
strategy:

1) Customers. Buyers in mature markets become much more price 
sensitive. This is the result of their learning about the offer-
ing and its competitors. In introductory and growth markets 
there is less price sensitivity because consumers see a product 
as unique and have little knowledge of alternatives. As markets 
mature, however, competitors begin to match successful offer-
ings and educate customers about a challenger’s similarities to 
the leader. As offerings become more alike, customers increas-
ingly use price as the primary offering selection factor.

2) Demand. While buyers are more price sensitive, demand in 
mature markets is inelastic. This is the result of a change in 
available customers. All the potential purchasers who could 
try the offering have done so. Thus, only replacement demand 
is available. This drives the drama of these markets. During 
the growth period, price competition increased demand. But 
many companies make a significant mistake as their markets 
pass into maturity: they attempt to continue with this price 
strategy, even though it no longer works. 

3) Cost Structure. As firms enter market maturity, cost struc-
tures (the fixed/variable cost split) tend to equilibrate. This 
happens as companies increasingly pursue the same business 
models by providing duplicate offerings and compete for the 
same raw materials, while using similar manufacturing or ser-
vice processes.b They reduce costs by integrating to take over 
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manufacturing or services provided by 
suppliers. The implication is that the 
make/buy decision shifts more to the 
make side, driving down variable costs 
while fixed costs increase. This then 
pushes up contribution margins and 
increases the firm’s ability to compete 
at lower prices. Because cost structures 
have equilibrated and contribution 
margins have increased, most compa-
nies in mature markets can compete 
at increasingly lower prices.

These three characteristics of mature 
markets–customer price sensitivity, 
inelastic demand, and cost structure 
equilibration–provide the backdrop for 
understanding why share wars in mature 
markets are so profit deadly.

Using Price to Gain Share
A particularly important aspect of the 
increasing contribution margins among 
competitors is that a loss of share (mean-
ing reduced volume) for any individual 
company is immediately visible. Higher 
contribution businesses–whose fixed 
costs represent a much higher portion of 
total costs–have less volume over which 
to spread these costs. A loss of share 
means unit cost will instantly increase, 
which invariably draws the attention 
of senior management and frequently 
results in quick action.

So what does this mean to firms oper-
ating in mature markets? Companies 
that add services or create new product 
bundles to make their offerings “differ-
ent” may find customers willing to buy 
more volume but not at higher prices. 
Some managers describe this as a “vol-
ume premium.” Often this occurs due to 
confusion about what makes an offering 
different (something a competitor does 
not provide) or differentiated (something 
the rival firm does not offer that creates 
real value for the customer), and:

• A failure to communicate consistently 
the differentiators to consumers. 

• A failure to insist buyers pay for value delivery or do without it.
This different/differentiated confusion, and the failures to com-
municate and insist on payment for value, is often precipitated 
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Figure 1: Personal Computers Price-Volume Data
focuses the business on profitability–pursuing the share you deserve by delivering 
differential value at competitive advantage.

Table 1: Personal Computers Price-Volume Data 
Year Sales Volume

K Unitsa
Apple/Mac

Price - $/Unitb
IBM

Price - $/Unitb
Other Units 

Price - $/Unitb

1972
1973
1974
1975 $9,000e

1976 20 $666/$1295c

1977 160
1978 250 $50,000h

1979 600
1980 1,050
1981 1,300 $3,045f

1982 3,000
1983 5,000
1984 6,100 $2,495
1985 7,100
1986 8,600 $5,000g

1987 8,800 $5,498d

1988 15,000
1989 20,500
1990 20,000
1991 19,000
1992 21,000
1993 31,000 $3,000
1994 40,500
1995 50,000 $2,200
1996 78,000
1997 80,000
1998 100,000
1999 120,000
2000 138,000
2001 125,000 $1447
2002 127,000
2003 150,000
2004 178,000

a Source: Jeremy Reimer, “Total Share: 30 Years of Personal Computer Market Share Figures, ARS
Technica, www.arstechnica.com/articles/culture.
b Source: Consumers’ Reports, Industry Trade Data, Other Sources
c Price for Apple I/Apple II
d Price for MAC II 
e Price for IBM Model 5100
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by fear of losing the business if customers don’t get the entire 
product/service bundle.

Pursuing this increased business in the form of a “volume pre-
mium” will upset the equilibrium of a mature market. The firm 
taking the higher volume will see total contribution increase and 
unit fixed costs decrease. This will appear as a win. From an ac-
counting perspective profits will grow. But the apparent win will 
be short-lived. The challenge with price driven “volume premi-
ums” is keeping the gains. 

Competitors, who have lost the volume premium, will find unit 
costs have increased and try to remedy the situation by regain-
ing share. The easiest way to do this is with price; after all, that’s 
how share was lost. But increasing price concessions empowers 
customers to demand more. The threat of losing the volume pre-
mium is a powerful motivator to competitors to keep playing the 
game. In the end, though, firms will see no net share gain and a 
reduction in price, revenue, and profitability.

There is an additional concern in cyclical businesses that have 
little profit generation through most of the cycle. As the cycle ex-
pands, these accounts may generate marginal profit that quickly 
declines as the cycle contracts. Prices at these accounts will drift 
down to contribution status 
and may even come close to the 
boundary of variable cost. Such 
accounts are not attractive 
compared to those which are 
profitable over the entire cycle 
and often consume consider-
able management attention in 
efforts to improve profits. 

Managers must recognize that 
profitability and not volume is 
the goal. Margin improvement 
should be pursued by identify-
ing existing differentiators and 
market segments that are responsive to them. This will enable a 
business to prospect for attractive accounts that value the differ-
entiators and shed equivalent amounts of share containing the 
lower value, price-buying accounts.

The up-cycle also presents an ideal opportunity to move away 
from practices like extended price protection and formula-based 
pricing, particularly in areas where raw material prices are vola-
tile. The pricing power existing in these conditions allows firms 
to grow margins and not be hindered by restrictive mechanisms 
based on raw material pricing or market indices. The seller has 
an ideal opportunity in this environment to set prices based on 
value creation for the customer instead of the cost to produce 
the material.

When Share Aggression Works
When a firm has a significant cost advantage, it might choose 
to exploit this advantage by expanding share with price. Man-
agers must be careful to understand their position correctly: a 
significant variable cost advantage is necessary. Getting trapped 
in a price war with a competitor who has equal or lower variable 
costs is deadly. 

For example, Southwest Airlines has a significant variable cost 
advantage over larger competitors: approximately 34% over 
American Airlines and approximately 37% over United Air-
lines.c Through operation of a point-to-point (instead of a “hub 
and spoke”) routing system and a “no frills” offering, Southwest 
achieves its advantage by having far fewer personnel and less ex-
pensive airport facilities.

Most firms cannot attain a significant variable cost advantage over 
their rivals, so share aggressive strategies are generally pursued 
at great risk. Companies with a lower variable cost position can 
sustain a price war longer and can compete at lower prices.

Because most firms cannot achieve sufficient cost advantage, they 
execute a differentiation strategy instead of a low cost one. But 
doing so, while simultaneously negotiating price concessions to 
increase volume, saps profits for the following reasons:

• During negotiations, customers discount the differentiation 
message and focus only on getting a price deal–no matter how 
much effort firms put into the message. 

• To increase their uniqueness, companies increasingly invest 
in creating services and other points of difference. These do 
not always create real value, but they do drive costs. Custom-

ers won’t pay for what doesn’t 
create value for them, and so 
the supplier is left with high 
costs.
• Some features do 
produce real value, and these 
require organizational activi-
ties that also generate cost. 
When firms negotiate price, 
however, they reduce the pos-
sibility of the company’s get-
ting paid for these genuine 
differentiators.

So how can firms grow in ma-
ture markets? Unless you can achieve significant cost advantages, 
and successfully pursue a low cost strategy, another approach is 
needed: a value creating differentiation strategy.

Achieving the Share You Deserve
The key to this strategy is to understand what share of the 
market you should have. Share is won by firms able to do two 
things:

• Deliver differential value—economic impact that customers 
really want and cannot get from any other supplier; and,

• Deliver this at a competitive advantage—the key to staying 
in business over the longer term.

Markets are made up of customer segments with distinct pref-
erences and different perceptions of value. You cannot grow 
share and volume if you ignore these varying customer needs 
and assume all buyers only seek lower price. Moreover, price 
gaming can occur when the new features of an offering do not 
deliver differential value and the seller starts to make price 
concessions. 

Managers must recognize that 
profitability and not volume is the 
goal. Margin improvement should 
be pursued by identifying existing 
differentiators and market segments 
that are responsive to them. 
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Gaining share–and increasing profitably–requires understanding 
what drives buyers’ businesses and how a supplier can contribute 
to their success. The essence of this approach is to differentiate 
one’s offer for specific customer targets, where the firm has a 
competitive advantage.

The first step is to “think in time.” In other words, project in 
advance how customers and competitors will respond to price 
moves. Negotiations with buyers increase price sensitivity over 
time. The more suppliers negotiate price, the more buyers rec-
ognize concessions can be won simply by demanding them. The 
problem for sellers is that they bear the burden in the negotiation. 
It is relatively painless for the customer but very painful to the 
supplier’s profits. Further, customers may well use one company’s 
concessions to pressure a rival firm into make additional conces-
sions, thereby increasing competitive intensity.

Managers should carefully analyze how every price move will im-
pact their market. If a possible action is unlikely to drive profit-
able growth because it is easily matched by the competition, then 
competing on value delivery is a better strategy.

The key to growing share in mature markets lies in more pre-
cise customer segmentation and targeting. As markets mature, 
buyer needs are increasingly diverse. This provides managers 
an opportunity to create more unique offerings, often includ-
ing elements beyond the core physical product. While it may 
be difficult for any individual firm to achieve a significant vari-
able cost advantage in a mature market, it is often possible for a 
number of firms to co-exist by providing an increasingly diverse 
mix of offerings.

A good example of this co-existence in mature industries is seen 
in the construction equipment sector. Caterpillar, Terex, John 
Deere, Grove, Komatsu, JCB, Bobcat, Charles Machine Works 
(“Ditchwitch” equipment) and others provide a highly special-
ized and diverse set of products for various construction needs. 
While there is overlap between some offerings (e.g., earth grad-
ers), there is also a significant number of specially adapted offer-
ings for specific applications.

The next step for profitably managing a business in a mature 
market is the development of an offering-price menu. This menud 

structures and formalizes the “go-to-market” plan for managers. 
The menu:

1) Identifies the target customers who are chosen based on the 
firm’s ability to deliver differential value at a competitive ad-
vantage.

2) Defines the offering for each target segment. 
3) Assigns a price for the offering based on the value delivered to 

the target segment.

Managers must also develop sophisticated communication strat-
egies aimed at customers, which focus on the benefits and value 
each offering provides to the purchaser (rather than just the 
product’s features). Every customer interaction (sales and service 
calls, management visits, etc.) should devote at least some time 
reinforcing this message.

Managers should also develop negotiating techniques that require 
customers to acknowledge value delivery. Instead of negotiating 
price, they should force buyers to negotiate value delivery. This 
is accomplished by granting lower prices only when customers 
accept reduction of features that significantly decrease the value 
of the offering. Negotiating value delivery compels the buyer to 
acknowledge a trade-off of value for price. This approach also 
forces the customer’s purchasing agents to discuss the value-price 
tradeoff with those portions of the organization where value is 
actually realized. 

Finally, profitable growth in mature markets must be pursued 
with great discipline. Suppliers may be threatened with the loss of 
an order unless price concessions are granted. Or customers may 
intimate they might shift orders from a competitor if prices are 
cut. Managers must carefully assess the impact of concessions on 
longer term customer price sensitivity and competitive intensity. 
They will frequently find it more profitable to insist customers 
pay for delivered value or to give up some value elements in ex-
change for lower prices.

Here are the keys to growing profitably in mature markets:

1. Understand how various segments of customers operate their 
businesses and what is critically important to the success of each 
buyer’s enterprise.

2. Target customers for whom you can provide offerings that 
deliver real value at competitive advantage.

3. Create products that deliver genuine value and communicate 
this value to target buyers.

4. Avoid price competition unless you have a significant 
cost advantage.

5. Develop value communication processes that em-
phasize customer received benefits and value, and 
ensure that every customer interaction focuses the 
discussion on value delivery.



1� The Journal of Professional PricingThird Quarter 2008

6. Instead of price negotiation, negotiate value delivery. Force 
buyers who insist on lower price to give up product features that 
provide real value.

7. Utilize disciplined management practices. Be wary of price con-
cessions to grow or hold market share. “Think in time” to analyze 
how customers and competitors will react to concessions.

8. Grow your business by seeking ways to deliver real value at 
competitive advantage to new segments of buyers. If you can’t 
deliver differentiated value and don’t have competitive advantage, 
target other customer segments where you are advantaged.

Pursuing volume growth in mature markets through price ag-
gressive strategies is a fool’s game; any fool can play but almost 
none can “win.” Smart strategy in mature markets focuses the 
business on profitability–pursuing the share you deserve by de-
livering differential value at competitive advantage. 

Endnotes
a We are not suggesting any PC maker is operating profitably as 
these prices have moved down; we are noting the growth of cus-
tomer adoption as prices dropped.
b Cost structure equilibration can be countered by implementing 
different business models. For example, Toyota changed produc-
tion economies in automotive manufacture by: 1) significantly 
reducing the number of options customers could choose (more 
“standard” components in each model); 2) standardizing many 
components across models; and, 3) substantially reducing the time 
and cost to bring new models to market. The Southwest Airlines 
case discussed further in this article is another example.
c See Charles Najda, “Low-Cost Carriers and Low Fares: Competi-
tion and Concentration in the U.S. Airline Industry,” Stanford Uni-
versity Department of Economics, Honors Thesis, May 2003.
d For more details on menu development, see Ottley, “Value-Based 
Pricing Strategy in Practice: The Price Menu,” Journal of the Pro-
fessional Pricing Society, Spring, 2002.




