
M
ost managers recognize that 
complexity hurts their businesses. 
When Bain & Company recently 
surveyed executives at 960 
companies around the world, 
nearly 70% told us that complexity 

was driving up costs and hindering growth. For service 
companies—from banks and insurers to telecom 
providers and credit card issuers—product complexity 
is an especially pernicious problem because it is so hard 
to see. 

Goods manufacturers see tangible evidence of 
complexity all around them: stockpiles of inventory 
in parts suppliers’ warehouses, costly downtime for 
production-line changeovers needed to make multiple 
product variations, unsold merchandise on retailers’ 
shelves or in their showrooms. At service companies, 
by contrast, complexity is all but invisible and can 
grow without restraint. Oft en a new “product” can be 
introduced simply by piggybacking on existing services 
and marketing campaigns and adding a few new seats 
and scripts to call centers. It is the very ease with which 
new service products can proliferate that makes the 
resulting buildup in complexity so damaging. Th e 

apparently low incremental costs are deceptive because 
most companies fail to reckon with the steep, hidden 
systemic costs that build up in underlying processes. 

Once it takes root, product complexity in services 
exacts an unavoidable penalty—whether by alienating 
customers the company can no longer profi tably serve 
or by forcing the company to absorb the follow-on 
costs. Attempting to reduce complexity aft er the fact 
by paring back on product off erings does not solve 
the problem, because it does not eliminate the need 
to continue servicing discontinued products held 
by legacy customers, which can drain resources and 
distract the organization for years into the future. 
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Th e best safeguard is to put in place procedures that 
eliminate complexity before it arises and systematically 
keep it out as customer needs, products, and markets 
evolve.

So how can service companies rein in runaway 
complexity? Th ey can begin by adapting the practices 
of smart manufacturers, who start by zero-basing their 
product off erings—justifying each one on the basis of 
cost—in order to understand how they can organize 
their processes in a radically simplifi ed environment. 
Harkening back to Henry Ford’s dictum that customers 
could have any car they wanted as long as it was black, 
they apply what we call the “Model T” approach. 
Obviously, cutting back to just one product is not 
realistic, but engaging in that thought experiment 
is liberating and raises the potential for radical 
breakthroughs in what is possible. 

Taking a clean-slate look at their product portfolio 
enables managers to focus on three key disciplines for 
rooting out complexity:

Th ey evaluate where complexity has accumulated 
and what it truly costs. 

Th ey identify the real needs of the customers they
are best able to serve profi tably and add back just enough 
variety to ensure that those customers’ expectations are 
met. 

Th ey watch vigilantly for complexity creep as they 
innovate to meet customers’ evolving tastes. 

Let’s examine each in turn.

1. CALCULATE WHAT COMPLEXITY COSTS

Th e best way to understand how complexity-related 
expenses build is to start by calculating the cost of 
off ering just one product—the stripped-down “Model 
T” version. Th en, cost out each new product variant as 
new features are added back in. Companies that put 
themselves through this exercise usually fi nd that their 
costs do not rise in a gradual, linear fashion, but rather 
jump sharply at break points where added complexity 
starts to strain capacity. Knowing where those break 
points occur—and how to avoid stumbling into them—
can spell the diff erence between healthy profi table 
growth and subpar performance. 

Oft en the right fi x for avoiding complexity cost 
traps is to reengineer processes that are driving up 
costs. Th at’s the approach a major North American 
life insurance company took to move to the front of 
the competitive pack in its industry. Th e company 
had long prided itself on off ering highly personalized 
service to its policyholders, assigning individual case 
managers to handle all policy-related matters from 
initial sales and application approvals to renewals and 
claims processing. 
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But as the variety and complexity of policies 
increased, costs shot up and customer service began to 
suff er. Benchmarking the company’s one-on-one case-
management approach, company analysts discovered 
that the individual case managers were able to process 
just four policy applications per day, between one-
half and one-third of what its two leading competitors 
were doing. Th e insurer reorganized its processing 
procedures, pooling the service of policies to more 
fl exible dedicated teams made up of case coordinators 
backed up by an administrative support staff er. 

Within a year, the new approach had boosted 
productivity by 25%, cut case turnaround times in half, 
and helped reignite growth.

2. FIND OUT WHAT CUSTOMERS TRULY VALUE

Product complexity may signal that a company does 
not know its customers very well or how to listen to 
them. When customer surveys report that customers 
want “more choice,” some companies take this response 
at face value.

But a major regional supermarket chain knew better. 
Instead of increasing the SKUs on its shelves—a costly 
step—it dug deeper. In focus groups, the company’s 
market researchers learned that what customers really 
wanted was not a greater number of items but rather 
to fi nd what they wanted when they wanted it. Th e 
company learned that very few customers valued the 
many exotic items on its shelves. Instead, they were 
frustrated that popular items were oft en out of stock.

So instead of expanding its SKUs and adding 
complexity, the company actually reduced its selection 
but gave more display space to each item. Th e resulting 
elimination of clutter made it easier for shoppers to fi nd 
what they were looking for, and sales increased. A wide 
variety of retailers and service companies have realized 
that less is more when it comes to product choices. For 
some, 5% of their products can account for up to 95% 
of their sales.

3. REMAIN VIGILANT

Customers and competitors don’t stand still. As 
companies race to innovate to keep ahead of market 
trends, the likelihood is high that complexity will 
creep back in. Th ree safeguards can prevent that from 
happening:

Keep the business model simple.
Continually reexamine the organization and ask, “If we 
were to start afresh and build our business around just 
one product or service, what would it be?” 

Raise the hurdle rate any new product or service 
must clear.
Doing so forces you to recognize the hidden complexity 
costs that come with product-line additions. 

“Prune the garden.”
For every new product or service your company 
adds, eliminate or streamline one from your existing 
portfolio. 

ING Direct owes much of its success to its disciplined 
pruning. Launched in Canada in 1997, the virtual 
bank allowed customers to open and manage savings 
accounts exclusively online. With no costly branch 
network and related overhead to weigh it down, ING 
Direct lures new depositors by paying high interest 
rates. 

As ING Direct has expanded to the U.S., Europe, and 
Australia, it has stuck with its winning model. Th e bank 
has added just a few enhancements, such as an online 
payments feature that made it easier for customers 

HOW COMPLEXITY HAS HINDERED ONE 
INDUSTRY’S GROWTH

As baby boomers approach retirement and want a steady, 

guaranteed income, life insurance companies have 

responded by offering variable annuity products with 

guaranteed living benefi ts, which have sparked growth—

but at a steep cost. Variable-annuity product features 

have proliferated as companies compete to win the atten-

tion of distributors based on the sophistication of their 

products.

But annuities have become so complicated that many 

fi nancial advisers are unwilling or unable to sell them, 

despite their clear benefi ts for some consumers. One 

annuity we examined came in over seven billion permuta-

tions. The resulting high distribution and administrative 

costs have cut deeply into the variable annuity industry’s 

profi table growth.
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Cutting Complexity continued

AN UPDATE CLASSIC

How to Encourage Healthy Confl ict

by Lauren Keller Johnson

Perhaps you’ve witnessed it: Two managers in your organization go 
head to head in a grab for power, position, or pay. Th e confl ict seeps 
down into the departments they oversee, as teams become aware of the 
contest and start backing their respective leaders. Soon communication 
and collaboration between the opposing departments break down.

Th is scenario represents a particularly destructive brand of confl ict, 
says Michael Feiner, professor at Columbia Business School. In other 
destructive confl ict, employees jockey for favor with the boss, people 
argue over their treatment by the fi rm, and individuals sabotage one 
another’s reputations to advance their own careers.

Whatever shape unhealthy confl ict takes, it drains much-needed 
attention and energy away from the issues that matter most to the 
organization. It also gives confl ict a bad name. Executives and managers 
conclude that all confl ict is unhealthy and should be squelched.

But not all confl ict is destructive, says Feiner. “Confl icts over ideas 
are good.” He says skilled leaders purposefully encourage debate, 
disagreement, and discussion over ideas, issues, and important 
decisions. “Th e higher the stakes in a key decision, the more vital it 
is to stimulate this healthy kind of confl ict.” Battles over ideas, Feiner 
says, “lead to creativity, innovation, and positive change by squeezing 
the best ideas from each participant’s mind.”

to make electronic transfers. But 
management also looked for 
off setting practices to keep costs 
low. For example, the bank weeds 
out high-maintenance customers—
up to 5% of its total customer base 
per month. 

ING Direct’s avoidance of 
complexity has paid off . Since 
launching its U.S. division in 2000, 
the company has seen its deposits 
increase at better than a 50% annual 
rate, to some $54 billion through 
2007. Responding to customer 
needs and seeing opportunities 
to boost returns, ING Direct has 
introduced new products. But even 
as the product portfolio expands 
to include mortgages, checking 
accounts, and brokerage services, 
the company has stuck to its 
complexity-free model within each 
product category.

Providing great customer experi-
ences does not have to come at the 
cost of runaway complexity. As 
these and other innovative service 
companies have found, keeping 
complexity in check actually allows 
them to focus on delivering better 
value to their most profi table 
customers. 

Mark Gottfredson is a partner with 

Bain & Company and leads the 

fi rm’s global performance improve-

ment practice. Bain partner Andrew 
Schwedel leads Bain’s fi nancial 

services practice for the Americas. 

They can be reached at MUOpinion@

harvardbusiness.org. 
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AVOIDING A CORPORATE CORONARY

To develop the right attitude for managing confl ict, 
leaders should think of it as cholesterol, Feiner says. 
“Once you compare the negative impact of bad 
cholesterol on your health with the benefi ts of good 
cholesterol, you’ll likely feel more motivated to change 
the way you’re doing things. You adopt whatever 
discipline and practices—new fi tness or dietary 
regimens—you need to reduce the bad kind and 
increase the good kind.”

Similarly, leaders who are able to recognize the 
downside of unhealthy confl ict and the upside of 
healthy confl ict are better able to manipulate the levels 
of both varieties. “You save your company from having 
a corporate coronary,” Feiner says.

When unhealthy confl ict arises, many executives 
don’t realize they have a range of options for dealing 
with the situation. Instead, they assume that they have 
just two choices: avoiding the confl ict or confronting 
one or more of the parties. 

Each of these responses has merit under specifi c 
conditions. For example, a manager might decide that 
it’s best to ignore an interpersonal confl ict between two 
members of her team if she believes that the problem 
will eventually blow over without causing lasting 
damage. In other circumstances, confrontation may be 
necessary to defuse a destructive confl ict. “If you see 
two people from diff erent departments locking horns 
over money or power,” says Feiner, “you’ll be doing 
them and your company a favor if you confront one or 
both of them. Point out that the confl ict isn’t just bad for 
the business—it’s destructive to the person’s credibility 
and career. If handled delicately, this can be enough to 
persuade people to set their personal agendas aside.”

Such conversations can be tricky. Feiner recommends 
adapting your delivery style to the person you’re 
confronting and emphasizing his interests over the 
company’s interests.

BEYOND AVOIDANCE OR CONFRONTATION

Executives and managers can minimize bad confl ict 
even more skillfully, Feiner says, if they develop options 
beyond avoidance and confrontation. In Th e Feiner 
Points of Leadership: Th e 50 Basic Laws Th at Will Make 
People Want to Perform Better for You (Warner Business, 
2005), he suggests these additional responses:

Delegation.
Ask a subordinate with a strong track record of confl ict 
resolution to address the problem on your behalf. Th is 
sends the message that not every contest should escalate 
up the corporate ladder.

Collaboration.
Encourage the parties to openly discuss their 
disagreement and determine a solution—jointly. Start 
the conversation by acknowledging that the parties 
have diff erent viewpoints. Th en ease intense emotions 
by guiding the discussion toward an assessment of the 
facts—through questions such as “What additional 
data can we bring in to arrive at the best solution?”

Be open about the damage the confl ict is causing: 
“Your diff erences have created a civil war in the 
company. How can we resolve this dispute for your own 
good and the good of the organization?” Th is option 
takes time, but it produces the most enduring results.

Accommodation.
Encourage one of the parties to “give in for the sake 
of keeping the peace.” Th is option can be most useful 
if maintaining the relationship between the parties is 
essential and the dispute doesn’t seriously jeopardize 
the organization.

Th e central point about options, Feiner says, is that 
the more of them you know how to use, the more 
fl exibility you have in resolving unhealthy confl icts. 
“When you become aware of a bad confl ict,” Feiner 
notes, “simply asking ‘What are my options?’ can reveal 
the most appropriate way of responding.

“Notice if you’re relying on just one or two options 
most of the time. If you are, learn how to use the other 
options. You want a variety of pitches to draw from.”

MAXIMIZING HEALTHY CONFLICT

In Feiner’s view, the key to healthy confl ict is the 
energetic exchange of ideas. Leaders have numerous 
techniques at their disposal for stimulating “good 
cholesterol” debate and disagreement. For example, 
Feiner encourages executives and managers to avoid 
stating their opinion on an issue early in a discussion. 
“You’ll only encourage groupthink,” he says, “because 
few people will feel comfortable challenging you. 
Instead, make sure your opinion is the last one stated.”
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Healthy Confl ict continued

Another technique involves 
noticing when one or more 
participants in the debate have 
fallen silent. “When you see that 
happening, ask the person what 
he or she is thinking and feeling.” 
Feiner also agrees that designating 
someone to play devil’s advocate 
on an issue can further stimulate a 
lively or even heated exchange of 
ideas.

Feiner describes another method 
known as divergence/convergence: 
participants privately write on Post-
it notes what they consider to be 
the three key issues in the decision 
at hand. Th e notes are arrayed on 
the wall to reveal where consensus 
and dissent exist. Th rough debate 
and discussion based on the 
notes, participants then work 
toward a convergence of opinion. 
Th is approach helps ensure that 
everyone’s ideas are included in the 
decision process.

Such techniques enable a leader 
to send an important message: “I 
want your ideas. I want your dis-
agreement. I want you to challenge 
me.” Th e resulting interaction of 
ideas provides a foundation for in-
novative, creative thinking. 

Lauren Keller Johnson is a business 

writer based near Boston. Reach her 

at MUOpinion@harvardbusiness.org.
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Five Myths About Emerging 
Markets
Don’t let misperceptions derail your success.

by Radu Auf der Heyde and Kristy Sundjaja

Emerging markets 
off er the possibil-
ity of enormous 
growth. Unfortu-

nately, many western compa-
nies enter them at a strategic 
disadvantage. Operating un-
der misguided notions about 
emerging markets, they cre-
ate off erings that oft en fail to 
meet the needs of consumers 
and business customers. As a 
result, these companies miss 
out on signifi cant growth opportunities.

How signifi cant? Consider the technology, communications, and media 
sectors. Research conducted by Oliver Wyman revealed that companies 
in these sectors that were headquartered in emerging-market countries 
grew their market capitalization by 38% annually over the past fi ve years, 
compared with 15% for companies headquartered in mature markets. 
Moreover, seven of the top 10 best-performing companies were either 
headquartered in an emerging market (such as the Hong Kong–based 
China Mobile and the New Delhi–based Bharti Airtel) or had aggressively 
invested in emerging markets (such as Telefónica, headquartered in Spain 
but heavily invested in Latin America, and Telenor, based in Norway but 
with operations in eastern Europe and south Asia).

Th is article dissects the fi ve most prevalent myths about emerging 
markets. It’s based on our client work as well as our surveys of more than 
20,000 consumers and businesses in developing markets. Although this 
article focuses on the technology, communications, and media sectors, 
its lessons are relevant to any company considering a move into an 
emerging market. 

MYTH 1: EMERGING MARKETS ARE TECHNOLOGY BACKWATERS

Based on this assumption, companies have targeted emerging markets 
primarily with low-end products that contain just basic features. Yet 
our research shows rapid adoption of technology in emerging markets; 
in some cases, adoption has been so swift  that it’s leapfrogged that in 
western markets. Consumers and businesses in developing markets 
place a high priority on technology products and services over other 

  Many emerging markets want 
high-tech products that meet 
local needs

  Consumers will pay a premi-
um for branded products

  Service add-ons are
welcomed, especially by
business customers

Playing devil’s advocate 

can stimulate ideas.
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discretionary items. Consumer 
spending on telecom, for instance, 
is showing a compound annual 
growth rate of 10%–15% in most 
emerging markets, compared 
with less than 5% in developed 
markets. Mobile phones have 
rapidly become the most common 
consumer electronics device in the 
world, with over three billion in 
use at the end of 2007.

Growth in consumers’ use of 
the Internet (including broadband 
access in households) has also 
proven explosive in many emerg-
ing markets. In 2001, the United 
States had 500 Internet users for 
every 1,000 people, a penetration 
rate of 50%. Th at same year, Chi-
na’s penetration rate was just 2.6%. But by 2007, China’s 
rate had jumped to 12.3%. In only six years, China 
added more than 130 million Internet users—almost as 
many as the total number of Internet users in the U.S. 

At the enterprise and small-business level, technology 
is a vital tool in emerging markets. In Africa, for instance, 
small farmers can easily access weather information and 
market prices for their crops via their mobile phones. 
In China, 57% of small-business managers we surveyed 
strongly agreed with the statement “Technology is critical 
to create a competitive advantage for my business.” 
Industry analysts forecast large increases in enterprise 
telecom spending in developing markets, particularly in 
wireless, over the next fi ve years, while mature European 
markets, though representing larger expenditures, will 
experience slower growth. 

Leapfrogging is common. Many consumers are going 
directly to laptop purchases rather than starting with 
the traditional desktop models. And many emerging-
market operators have begun off ering services such 
as cash payments and balance transfers via mobile 
phones. Kenya’s Safaricom (Vodafone) M-PESA has a 
service that allows mobile customers to perform basic 
operations like cash deposit, withdrawal, and transfer.

MYTH 2: EMERGING-MARKET CONSUMERS CAN’T 
AFFORD TECHNOLOGY PURCHASES

Th is is simply not true. More than 80% of consumers 
in key emerging markets have suffi  cient disposable 
income to allow them to purchase technology. (See the 
exhibit “Money in the Middle.”) Th ese markets have 
affl  uent consumer segments, and even middle-income 
consumers are able to spend a signifi cant amount on 
technology. 

And not just any technology. Our research shows 
that consumers and small businesses in developing 
countries want and will pay for higher-quality products 
and innovative features. One survey in the BRIC 
markets (Brazil, Russia, India, and China) showed 
that small businesses were willing to pay a 20% to 30% 
price premium for smaller or faster printers. Another 
consumer study found only small diff erences in 
technology purchasing patterns between middle- and 
high-income customer segments. Considering that the 
middle-income segment can represent up to 70% of 
the total population in some emerging markets, these 
consumers are attractive.

MYTH 3: CONSUMERS IN EMERGING MARKETS 
WON’T PAY A BRAND PREMIUM

Most technology executives have assumed that global 
corporations would have diffi  culty commanding a 
healthy brand premium in emerging markets. Th ey 
think that low-cost, no-name local competitors would 

Money in the Middle  
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win most of the market share. 
Th ey need to think again. In Brazil, for example, 59% 

of our survey respondents said they were “extremely 
likely” to purchase an international brand PC as their 
next home computer. In another survey, about printers, 
we found that brand was a more important factor in 
customer decision-making in all four BRIC markets 
than it is in western markets. 

Like consumers, small-business owners in emerging 
markets are intensely interested in branded products. In 
BRIC, for instance, small-business survey respondents 
said they were “extremely likely” to purchase an 
international brand PC as their next computer. (See the 
exhibit “How Brand Aff ects PC Preference.”) One reason 
is risk aversion. Strong global brands are considered 
safer than local brands with limited track records. 

MYTH 4: TECHNOLOGY OFFERINGS FROM MATURE 
MARKETS WILL SUCCEED IN EMERGING MARKETS

What’s good enough in mature markets, executives 
assume, should work in emerging markets. But the 
evidence shows that companies should create off erings 
with product features and pricing tailored to the 

specifi c needs of consumers in developing markets. 
And in some cases they should consider completely 
new business models.

Products that have been customized for local 
priorities have attracted intense interest. Telecom giant 
Nokia saw a huge potential market in rural India, where 
70% of that nation’s population resides. Nokia designed 
its mobile phones with a fl ashlight feature (handy 
in a region with unreliable electricity), a dustproof 
keypad, multiple address books, and individual call-
time tracking (for shared use of phones). Th ough the 
phones are large and thus less appealing in mature 
markets, these unique features make them convenient 
and attractive to rural Indians. Nokia then adapted its 
marketing strategies to the distinctive characteristics of 
rural India. For example, it sent mobile vans to remote 
villages to tout the phone’s benefi ts and to gather 
additional insights on rural customers’ needs.

MYTH 5: EMERGING-MARKET CONSUMERS FOCUS 
ON PRODUCTS, NOT SERVICES

Many fi rms have neglected to develop their service 
off erings and have missed opportunities to off er 
bundled solutions to emerging-market customers. We 
performed several studies to investigate the role of 
support services, such as telephone troubleshooting 
and in-home setup, in driving technology product 
sales in developing nations. Th e evidence showed that 
these services have a signifi cant impact on sales. For 
example, for customers purchasing a PC, the availability 
of support could enhance sales by as much as 10%. 

Th e potential for support services to drive product 
sales is even greater among business customers than 
among individual consumers. In a study of small 
and medium-size businesses in BRIC, two-thirds of 
respondents said they were “likely” or “very likely” to 
buy on-site maintenance services aft er purchasing a 
technology device, as well as automated replenishment 
services for the device’s supplies. 

Radu Auf der Heyde is a San Francisco–based associate 

partner and Kristy Sundjaja is a New York–based associate 

partner of Oliver Wyman. They can be reached at 

MUOpinion@harvardbusiness.org.
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800-668-6705 or 617-783-7474.
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Staying in the Game
When the other side moves to take control in a negotiation, you need to be ready with a

countermove.

by Deborah M. Kolb

According to the tenets of best-practice 
negotiation, a focus on interests helps 
negotiators craft  agreements that meet 
mutual needs. Good ideas, the argument 

goes, will carry the day. What this limited conception 
of “best practice” ignores, however, are the relationships 
and power dynamics that aff ect whether and how ideas 
are heard, credited, and shaped into an agreement. As 
evidence, consider these two scenarios:

 An independent service provider is negotiating a 
contract renewal with a valued client. To his surprise, 
the client claims the rates are out of line with what the 
provider delivers and threatens to hire someone else.

 Th e vice president of a company’s global ventures 
is in negotiation with the vice president of European 
operations to close down a nonperforming subsidiary. 
Th e VP of European operations agrees to take on the 
project. When nothing happens for months, the VP 
of global ventures confronts her negotiating partner 
on the phone. “Calm down,” he tells her. “You’re 
overreacting.”

In both cases, one party is seeking to control a 
negotiation by challenging the other party’s claims 
to legitimacy and credibility. Th e natural response is 
to become defensive, but when your guard is up, it’s 
diffi  cult to advocate for your interests and concerns. To 
do so, you need a framework to help you understand 
what is happening. One such framework is the shadow 
negotiation—the underlying relationship that develops 
and evolves whenever people bargain. Whether parties 
are discussing price or performance, they’re also 
negotiating their relationship.

To focus on the shadow negotiation is to examine how 
parties claim and maintain legitimacy and credibility, 
assert power and infl uence, and shape perceptions. 
At the heart of the shadow negotiation lie moves, or 

techniques for challenging the other party’s legitimacy 
as you make the case for your own, and turns, responses 
that counter moves. Th e better you’re able to identify 
moves and fend them off  with turns, the greater your 
chances of concluding a successful negotiation.

THE MOVES NEGOTIATORS MAKE

Moves are not to be confused with dirty tricks, which 
are intentional manipulations meant to trip the other 
party up. Rather, the following moves are standard 
fare in any negotiation—and, indeed, in many other 
communications:

1. Challenging competence or expertise.
Such moves devalue the other party’s opinion, position, 
or service. In a contract negotiation, for instance, the 
move “Your fees are way out of line with what you 
deliver” attacks the value of the provider’s product or 
service as a way to get a lower price.

2. Demeaning ideas.
Here, ideas are attacked in ways that leave their 
proponent little room to respond. In a negotiation over 
work scheduling, the move “You can’t be serious about 
this project plan” makes the plan seem so ridiculous as 
to be unworthy of consideration.

3. Criticizing style.
In this move, the other party’s emotions and behavior 
are called into question; she might be characterized 
as inconsistent, irrational, selfi sh, or hypersensitive. 
Even a comment like “Calm down” can be subtly 
unsettling—few of us like to think that we have lost our 
composure.

4. Making threats.
Th e goal here is to force a choice on the other party: 
“Cut your rates or there is no deal.” Th ese assertions 
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Countering Negotiation Moves continued

of power back the other party into a corner, making it 
risky for him to propose some other solution.

5. Flattering or appealing for sympathy.
Th e previous types of moves are overtly aggressive. 
More subtle—and insidious—are moves that fl atter 
or appeal for sympathy. For instance, following a year 
of excellent performance and added responsibility, a 
marketing director schedules a meeting to negotiate 
her salary and bonus with her boss. “Times are tight,” 
the boss says. “I know I can count on you to drop this 
for now.”

COUNTERING A MOVE

Being on the receiving end of a move can be unpleasant, 
and it’s tricky to know how to respond. Aft er all, if 
you ignore it, you’ll remain at a disadvantage. But 
if you confront the other party, you risk escalating 
the situation. Worse yet is to make an emotional and 
defensive response. For example, if you respond to 
the move “Don’t get so upset” by shouting “I’m not 
upset!” you have in fact only reinforced the other 
party’s positioning of you as excessively emotional and 
insuffi  ciently rational. But recognizing a move for what 
it is—a destabilizing tactic that is intended to shift  power 
to the other side—allows you to respond deliberately 
and strategically with a turn. By reframing a diffi  cult 
situation, turns put the mover on notice that you don’t 
accept his positioning of you. “Upset?” you might 
say quizzically, putting the onus on him to provide 
evidence to support his comment. Or you might shift  
the conversation back to the issue at hand: “Let’s not 
get stuck on me—we have a problem to deal with.” Such 
turns allow you to actively resist your counterpart’s 
attempts to put you in a defensive posture.

Turns serve two functions: they can be restorative or 
participative. Turns that help you regain the credibility 
that is being challenged by your counterpart’s moves 
serve a restorative function. In turns with a participative 
function, you engage the other party by phrasing your 
response in a way that creates space for her to talk from 
her own legitimate—not defensive—position. Th ese 
are the fi ve types of turns:

1. Interruption.
Even the shortest break can disrupt a move, because 

aft erward, no one will be in precisely the same position 
as before. Aft er the VP of European operations tells her 
to calm down, the VP of global ventures might put the 
phone conversation on hold for a moment, giving them 
both a moment to regain control of their emotions.

2. Naming.
By signaling that you recognize the move for what it is, 
you let it be known that you have not been taken in. As 
the turner, you are rejecting the mover’s positioning. 
For instance, when the independent service provider 
is faced with the threat that his customer will go to 
another provider, he can name the move—“You and 
I both know that would create more work for you”—
thereby neutralizing the threat.

3. Questioning.
Instead of directly naming a move, a question throws 
the burden back on the mover by conveying that the 
move seems puzzling or unprovoked. In the salary 
negotiation, the director might approach her boss 
with a questioning turn: “If you were in my position, 
I wonder how you would respond to the request you 
just made?”

4. Correcting.
A correcting turn refuses to rise to the bait and instead 
relies on a strategic substitution to defl ect the move. 
When the other party makes a move in a negotiation, 
he is implicitly attributing to you certain qualities or 
motivations. In the service provider example, for 
instance, the move “Your fees are way out of line with 
the service you provide” positions the service provider 
as a price gouger who off ers an inferior product. Because 
rejecting this positioning outright could escalate the 
situation, he substitutes this positioning of himself with 
a new position that neutralizes the move. By producing 
similar fi rms’ fee schedules, the service provider is 
rejecting the implication that he is a price gouger and 
affi  rming himself as a competent professional whose 
fees are competitive.

5. Diverting.
A diverting turn ignores the implication of the move 
and shift s the focus to the problem itself. In her salary 
negotiation, the director might try using a diverting 
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move in a participative way: “I’d like to explore some 
other ideas with you.”

WHEN TO USE WHICH TURN

You can interrupt, name, question, correct, or divert 
from either a restorative or a participative stance. Turns 
with a restorative function help you regain credibility; 
they also disrupt the other party’s assertion of control 
over the range of possible agreements. Th e VP of global 
ventures can correct the move that positioned her as 
overreacting by saying, “Jim [the CEO] is looking very 
carefully at this. We’re both under the gun.” In turning 
the move, the VP of global ventures reframes her 
position. She no longer appears out of control; rather, 
she’s responding to legitimate pressure from the CEO.

At the same time, such turns can put the other 
party on the defensive—the VP of global ventures’ 
invocation of the CEO could invite a backlash. A turn 
with a participative orientation can shift  a negotiation 
into an exploration of what might be possible under the 
circumstances. “I bet that together we can formulate a 
solution that will satisfy Jim,” she might say to appease 
her counterpart.

In general, you should base your decision about 
which type of turn to use on your reading of the other 
side’s move. A few suggestions:

 If you fi nd yourself at a loss for words, interruption 
is the preferred turn. Th e break can last just a few 
seconds, or it can end the meeting with an agreement 
to reconvene the next day.

 If you and the other party are testing each other, as 
is oft en the case in the early stages of a negotiation, 
naming and correcting turns can keep you from getting 
stuck in a defensive position.

 In the later stages of a negotiation, aft er credibility 
and control have been negotiated in the shadows, 
the more open, inviting quality of questioning and 
diverting turns makes them the best candidates for 
moving the discussions in a productive direction.

Oft en turns can be used in tandem. U.S. trade 
representative Charlene Barshefsky, in negotiations 
with the Chinese over intellectual property, combined 
interruption and diversion to craft  a participative 

response to a threat from her counterpart. A Harvard 
Business School case (“Charlene Barshefsky (B),” 
9-801-422) recounts the situation:

Menacingly, he [a Chinese negotiator] leaned 
forward across the table toward Barshefsky and 
said fl atly, ‘It’s take it or leave it.’ Barshefsky, 
taken aback by the harsh tone, surprised her 
counterpart by sitting quietly. She waited 30–40 
seconds—an eternity given the intensity of the 
negotiation—and came back with a measured 
reply: “If the choice is take or leave it, of course 
I’ll leave it. But I can’t imagine that’s what you 
meant. I think what you mean is that you’d like 
me to think over your last off er and that we can 
continue tomorrow.”

Barshefsky’s interruption—her silence—enabled 
her to reassert control. Her diverting turn signaled 
her intention to revise her counterpart’s off er, but in a 
way that gave the other negotiator space to back down. 
Th ese participative turns led to a major compromise 
the next morning.

Moves get made in an instant, requiring you to act 
fast to avoid a weakening of your own position and 
to lead the other party toward a more cooperative 
stance. Th us anticipating where diff erent moves and 
turns may lead is an important part of preparing for a 
negotiation.

Of course, some aspects of any negotiation will 
inevitably catch you by surprise. But the moves-and-
turns framework, by giving you greater insight into the 
ways that relationships, power, and legitimacy are being 
debated beneath the surface of a formal negotiation, 
will allow you to negotiate strategically and from a 
position of strength. 
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Every company claims to discourage sycophants. Every 
leader claims to despise them. Yet why do so many of 
them continue to practice their oily craft ? 

Because whether we admit it or not, most of us 
respond positively to the kissing-up behavior we claim 
to dislike. And while we can see when others play 
favorites, we have diffi  culty seeing that we do it, too.

WHY WE LIKE OUR DOGS SO MUCH

To bring these truths home to participants in my 
executive education classes, I always ask this question:  
“How many of you own a dog that you love?”

Big smiles cross the faces of these leaders as they 
raise their hands in the air. Th ey beam as they tell me 
the names of their dogs. 

Th en I ask them some further questions: “At home, 
who gets the most unqualifi ed positive recognition 
from you? Is it (A) your husband/wife/partner (B) your 
kids or (C) your dog?” 

More than 80% of the time the winner is the dog.
Next I ask, “Do you really love your dog more than 

the other members of your family?” Th ey laugh and say 
no. My next question, “Why does the dog get the most 
unqualifi ed positive recognition?”

Th eir replies are variations on one theme: “Th e 
dog doesn’t talk back.” “When I come home the dog 
is always happy to see me!” “Even if I come home late 
(or drunk), the dog doesn’t care.” “Th e dog gives me 
unconditional love—no matter what I do!”

In other words, dogs are skilled sycophants, and most 
of us respond enthusiastically to the positive attention 
they lavish on us. If we aren’t careful, we can do the 
same in the workplace with those who send warmth 
and admiration our way.

LEARN TO RECOGNIZE AND RESIST SYCOPHANTS

To avoid responding positively to sycophancy, fi rst 

recognize how easy and natural it is to play favorites. 
Th en rank-order your direct reports four ways:

1. How much do they like me? I know that you 
cannot be sure. What matters is what you think. Only 
bad sycophants look like they are kissing up. Great 
sycophants appear to be your “true friends.”

2. How much are they like me? Some leaders don’t
favor people who like them; they favor people who 
remind them of themselves—in terms of education, 
ethnic or geographical background, functional 
expertise, and so on. 

3. What is their contribution to our company and its 
customers?

4. How much positive recognition do I give them?

Many of us, if we are honest with ourselves, will 
discover that recognition is more infl uenced by 1 or 2 
than it is by 3. And, without meaning to, we have been 
playing favorites. 

If you make this discovery, start monitoring your 
own behavior. Make sure that you reserve your highest 
praise and regard for the people who are really good at 
doing what is right for the company—and not for those 
who are really good at making you feel good about 
yourself. 
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