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BEWARE OF THE DARK SIDE OF BEST PRACTICES I Concerns and questions to ask

How can you possibly argue with best practices? These practices are, more often than not, superior to
your own. Indeed, best practices embody how the best firms within an industry conduct business. By
adopting them, you can share in that success. So, if they are better than what you currently have, and
they are proven to be effective in your industry, then why not make the switch?

You may have heard this argument from consulting firms or software vendors (most enterprise software
packages are built on a best practices model). In many cases, what they say is correct. Modifying or
replacing your existing practices to make them more consistent with the best practices in your industry
makes sense. Yet, there is a dark side to best practices that can hurt your business as much as it can
help. Here are four areas of concern that you should consider before jumping onto the best practices
bandwagon.

Concern 1: It may not be best for you!

This concern is exemplified in the old saying, ‘what's good for the goose is not always good for the
gander’. Just because a practice, process or capability has been associated with success in one
setting, does not mean that it will lead to success in another. All firms are unique. They differ, often
substantively, along a wide range of dimensions, such as size, location, history, and culture. All these
differences can profoundly affect how firms operate.

In other words, best practices are imperfectly mobile. While they may work like a charm in one
environment, they may fall flat in another. I saw a clear example of this a few years ago, when a bank
adopted a set of industry best practices around customer retention. The problem was that their
customer base was at the low end of the market, and the practices proved to be ineffective.

Concern 2: It may not be best for anyone!

You may wonder where best practices come from. Your assumption may be that they arise from a
systematic and well defined process. The truth is substantially fuzzier. In fact, there is no proven
methodology for the identification and development of best practices. The process typically goes
something like this. An organization, normally a consulting firm or a software vendor, collects data about
the highly admired firms in an industry. Sometimes this occurs via interviews with senior executives
and/or surveys of employees at various levels; however, all too often the data collection comes from
publicly available sources, such as the internet, and case files from past consulting projects.

From this data, a set of raw best practices are identified. These are the things that the highly admired
firms do that appear to contribute to their success. This set is then stripped of firm specific elements
and refined into something that is general enough to be applicable to many firms. On the surface, there
is nothing wrong with this process as long as it is done in a systematic, consistent and careful manner
(it often isn’t). However, the result may be invalid even if the process is good.

The problem is that the link between the best practice and some form of organizational success is
devilishly hard to demonstrate. Many factors lead to success, and the best practice is only one of a
large set of possibilities. In the absence of surrounding practices, the ‘best’ practice cannot be
guaranteed to help the firm. Indeed, it can be argued that practices cannot faithfully be disentangled
from an organizational context at all.
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There is an additional problem. While consulting firms always conduct best practice research on the
leading firms in an industry (the first quartile, top 10%, etc.); they rarely, if ever, check to see what the
poorer performing firms do. You may wonder why they should care. The answer is that it is possible,
likely even, that the bottom firms are following the same ‘best practices’ as the leaders. Thus, the
factors that are associated with success may also be associated with failure – what scientists call an
internal validity problem.

While consulting firms are quick to point out that the adoption of best practices must be accompanied
with a shift in complementary systems, this is rarely followed up on. There is also the issue of durability.
With increasing volatility and speed of change within many industries, the best practice may be past
due by the time to comes to you.

Concern 3: It can make you less competitive, not more!

This third concern with best practices relates to competitive differentiation. By adopting industry best
practices, firms in essence give up the ability to differentiate themselves from competitors on the basis
of that practice. This problem is particularly acute when best practices are incorporated into business
process re-engineering plans promoted by consulting firms, or built into enterprise software packages,
like SAP. Because these systems are based on standardized processes, and because customizations
can be very expensive and disruptive, firms within industries that have high rates of SAP adoption end
up looking a lot alike. This leads to added pressure to build points of competitive differentiation on a
small number of factors that are outside the control of the enterprise application. Thus, even if concern
1 (the best practice is mobile) and concern 2 (it actually links to success) can be verified, the best
practice may only take you to the level of your competitors, not further.

Concern 4: It’s demoralizing!

Finally, best practices can be demoralizing to employees who have worked hard to develop and
implement practices that are, presumably, something other than best. Indeed, when you bring best
practices into an organization, you are in effect saying that your existing practices are sub-optimal. This
may be true, but it can still ruffle a few feathers. Many of your employees have a large investment in
current processes and practices, often as users, but perhaps also as designers. If you are not careful,
there may be passive or active resistance to the new best practice

Conclusion

Best practices are an easy sell. Who doesn’t want to be associated with something that is, well, best? In
this article, I have raised some notes of caution that I hope will lead you to pause and reflect on the true
value of adopting best practices in your organization. In some situations, it will be the right thing to do.
But, in some other cases, based on the four notes of cautions outlined above, the costs may outweigh
the benefits.

I recommend that when you are faced with an opportunity to adopt best practices, you ask yourself the
following set of questions:
-

How mobile is the best practice, i.e. is the best practice likely to be portable across firms of
different types?
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-

Why will this best practice be best for me, i.e. is it likely to work within a firm like mine?
How was the best practice identified, i.e. how rigorous was the process used to identify and
modify the best practice?
How many firms in my industry have adopted this best practice, i.e. is it possible that my firm
will lose points of competitive differentiation if this best practice is adopted?
How much will I have to change my existing practices, i.e. given all of the above, is it worth the
effort?

Michael Wade is a Professor of Innovation and Strategic Information Management at IMD. He teaches
on the Managing the Global Supply Chain, among other programs.

IMD –www.imd.org

Page 4/5

BEWARE OF THE DARK SIDE OF BEST PRACTICES I Concerns and questions to ask

RELATED PROGRAMS

ORCHESTRATING WINNING PERFORMANCE - http://www.imd.org/owp
The global business program for individuals and teams
Program Directors Bettina Buechel and Dominique Turpin
− For individuals and teams who seek the latest management thinking and practical,
innovative solutions for their business
− Anticipate global business trends
− Boost your performance, broaden your perspectives and expand your global
network
− Design the program that suits you

MANAGING THE GLOBAL SUPPLY CHAIN - http://www.imd.org/mgsc
Growth through productivity and efficiency
- Understand and manage global supply chain complexity and risks
- Protect sales and revenue growth through efficient execution of sustainability
programs
- Anticipate surprises and avoid problems within your global material, information
and financial flows
- Explore collaboration and various forms of integration that allow you to take
advantage of uncertainty
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