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What we call breakthrough performance is the kind that posi-
tions nonprofits to create high levels of social impact and last-
ing change. Nonprofits that deliver great results over time are
best positioned to survive, grow, and have an impact. Non-
profits that perform poorly, on the other hand, end up irrele-
vant or even as failures. And nonprofits that perform merely sat-
isfactorily are vulnerable to shifts in the funding climate or the
political environment.

It may be easier to achieve breakthrough performance if
managers find themselves in an organization that consistently
outperforms its competition. But we want to help managers
meet the challenges they face even when they find themselves
in an average or underperforming organization.

We have identified four management principles that are
essential to creating breakthrough performance at any organi-
zation. It takes enormous discipline to stay focused on these four
principles. Whenever new managers take over an organization
they face a daunting list of tasks. They must spend time with
their employees, customers, clients, suppliers, and funders.
They must simultaneously look to the future and run the day-
to-day business. Managers of nonprofits or government agen-
cies feel pressure from donors or voters to meet expectations.
Knowing what tasks to undertake and in what sequence to do
them can become an overwhelming challenge for many man-
agers, particularly because everything initially appears so urgent.

Managers of nonprofit organizations should use the fol-
lowing four principles to help make the decisions that lead to
breakthrough performance: 1) costs of serving should always
decline; 2) market position determines your options; 3) clients
and funding pools don’t stand still; and 4) simplicity gets results.

These four principles are derived from the recently published

book The Breakthrough Imperative,
written by two of this article’s three
authors (Mark Gottfredson and Steve
Schaubert). When the two of us
began work on the book we wanted
to uncover the secrets of companies,
organizations, and governments that
outperformed their peers. (See p. 38
for our methods.) We drew on our 50-
plus combined years of consulting
experience at Bain & Company and
on the firm’s extensive research into
corporate results. We also inter-
viewed more than 40 leaders from
industry and the nonprofit sector,
including our co-author for this arti-
cle, Elisabeth Babcock, CEO of the
Crittenton Women’s Union, one of
Boston’s oldest social service organi-
zations.

In the course of our research we found both striking com-
monalities as well as one significant difference between for-profit
and social sector managers. The commonality was the value of
the four principles; the difference was that in the social sector
these approaches are applied with two customers in mind—
clients and funders—whereas in the for-profit sector attention
is focused on just one customer—the one who buys the com-
pany’s product or service.

In this article we’ll explore these four principles of break-
through performance and the ways that nonprofit managers can
take advantage of them.

PRINCIPLE 1

Costs of Serving Should Always Decline
For-profit managers pay a great deal of attention to reducing
costs because it is one of the main levers they have to increase
profits. Nonprofit managers, on the other hand, often pay too
little attention to reducing costs, even though doing so could
enhance their organization’s impact. Nonprofit funders, for
example, often push for what is new and different rather than
what will reduce costs or increase outcomes. The specialized
nature of many of the problems that nonprofits tackle is also
an impediment, often resulting in organizations that are too small
to achieve economies of scale.

In spite of these challenges, every organization—whether for-
profit or nonprofit—that accumulates experience by making the
same product, offering the same service, or deploying the same
function should be able to reduce the cost per unit (in constant
dollars) of its offering. Just as people progress along a learning
curve for any given task, organizations follow the same sort of

Much has been written about what makes a
great leader. Although we agree that suc-
cessful managers must have the attributes of

a great leader, by themselves these attributes are not
enough. Many great leaders still do not build success-
ful organizations.

Much has also been written about what makes a great
organization. But again, poor managers can cause great
organizations to lose momentum. Our concern is dif-
ferent. We are interested in how successful managers can
achieve breakthrough performance regardless of the
quality of the organizations they manage.




