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onprofi ts are like for-prof-

its in this regard: To en-

sure effectiveness and meet

the challenges that come with growth and

change, they need to build strong organiza-

tions that will support an excellent product.

For the private company, the bottom line is

profi t; for the nonprofi t, the bottom line is

achieving mission. Either way, the need for

a strong infrastructure is the same.

Accountability
For better or worse, nonprofi t leaders live

and work in an era marked by a growing

emphasis on results. The public is increas-

ingly demanding that nonprofi ts demon-

strate their effectiveness and account for the

funds they spend.

There is nothing inherently wrong with

accountability. However, because funders

have historically supported program devel-

opment and innovation rather than strong

organizations to sustain programs and to

create meaningful accountability mecha-

nisms, many nonprofi ts are challenged to

meet the rising expectations. By and large,

donors’ prevailing attitude has been “every

extra dollar should go back into programs.”

Without strong organizational capacity,

nonprofi ts have found it diffi cult to consis-

tently develop and implement high-quality,

high-impact programs. Put another way,

most organizations do not have the systems

(the management, technology, board gov-

ernance, planning, evaluation, professional

development, and so on) to help programs

grow, thrive, and have long-term impact.

In response to this vacuum, an entire

fi eld—commonly called capacity building—

has sprung up over the past two decades.

With support for the concept growing, non-

profi t organizations and their funders have

encountered new questions: How does one

defi ne capacity for a nonprofi t? Where to

begin building capacity?

As the fi eld has matured, defi nitions of

nonprofi t capacity and ideas about how to

measure it have proliferated. One model of

organizational effectiveness, developed by

the New York-based fi rm TCC Group, em-

phasizes four critical areas:

1. Leadership Capacity: the ability

of all organizational leaders to cre-

ate and sustain the vision, inspire,
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model, prioritize, make decisions, 

provide direction, and innovate, all 

in an effort to achieve the organiza-

tional mission.

2. Adaptive Capacity: the ability of a 

nonprofi t organization to monitor, 

assess, and respond to internal and 

external changes.1

3. Management Capacity: the ability 

of a nonprofi t organization to en-

sure the effective and effi cient use 

of organizational resources.

4. Technical Capacity: the ability of 

a nonprofi t organization to imple-

ment all the key organizational and 

programmatic functions.

Organizational culture can be consid-

ered a fi fth component of the model since 

it has a signifi cant impact on each of the 

core capacities. Organizational culture is 

an amalgam of the nonprofi t’s history, lan-

guage, structure, and values. It provides the 

context for defi ning, assessing, and improv-

ing effectiveness. Finally, the model recog-

nizes that the operating environment and 

the available resources are also important in 

determining effectiveness. 

The leadership capacity and the adap-

tive capacity are the two most important. 

Without them, it is nearly impossible for 

an organization to be effective over time. It 

might be effi cient, but continued effective-

ness will be elusive.  

One group that demonstrates the pow-

er of the leadership and adaptive capacities 

is Our Piece of the Pie in Hartford.

A Hartford Nonprofi t Grows
When Our Piece of the Pie CEO Bob Rath 

came on board 12 years ago, the organiza-

tion was called Southend Community Ser-

vices (SCS) and was providing neighbor-

hood residents with an array of services that 

included child care, home care for the elder-

ly, and employment and training programs 

for youth. With years of experience manag-

ing both for-profi t and nonprofi t organiza-

tions, Rath recognized that the organization 

lacked the focus and vision it would need to 

distinguish itself as a high-impact program 

making a tangible difference in the lives of 

the people it served. 

Though clearly an important source of 

support to many Hartford residents in need, 

SCS lacked the kind of infrastructure that 

makes for effi cient and effective operations. 

Furthermore, it lacked a way to document 

the quality and outcomes of its programs 

in a systematic, sustainable way that would 

also allow for accountability to key stake-

holders—staff, board, clients, and funders. 

Like many nonprofi ts, the agency literally 

did not have the technological or human re-

sources to effi ciently collect and report data 

on programmatic outcomes.   

In 2000, SCS was selected to partici-

pate in a special initiative of the Hartford 

Foundation for Public Giving that paid 

for local multiservice agencies to contract 

with consultants to conduct organizational 

assessments. Based on the assessment, par-

ticipating agencies would design and imple-

ment a multiyear capacity-building plan to 

address their most pressing needs. 

Rath chose consulting fi rm TCC 

Group. As a result of the assessment, the 

SCS staff and board agreed to embark on 

the agency’s fi rst strategic plan, develop its 

external communications function, and in-

vest in its IT and data-collection systems. 

As valuable as all those enhancements 

were, says Rath, the assessment’s greatest 

benefi ts may have been the questions it 

raised. “The assessment started prodding 

me to think about, Where are we going to 

go, what are we going to be good at?” It was 

the fi rst step in a long journey that forced 

staff and board members—spurred on by 

Rath—to think carefully about what effec-

tiveness meant for SCS and to make delib-

erate, sometimes diffi cult, decisions.

Both literally and fi guratively, SCS no 

longer exists. Its leaders made a strategic 

decision to build on a core competency—

youth development. The transformation 

was so signifi cant that SCS eventually ad-

opted the name of its signature program, 

Our Piece of the Pie. Today, OPP’s compre-

hensive program model, which has garnered 

national attention, includes education, 

employment readiness, and small business 

development. Stronger than ever, the orga-

nization is poised for continued growth.

Leadership and Adaptability
OPP’s success is a direct result of Rath’s 

strong leadership. Six years ago, when SCS 

was at a crossroads, he presented a risky 

vision and worked to earn the support of 

senior managers and board members. 

Rath recalls that the team had big deci-

sions to make: “I could see that we couldn’t 

be accountable for anything if we stayed all 
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over the place. … People realized that there 

would be a real advantage in focusing.” 

Developing a strong vision was critical. 

So was a commitment to building the adap-

tive capacity that would allow OPP to mea-

sure its progress toward goals and respond. 

The strategic plan was an integral part of 

that process—as was a business-planning 

process (funded by the Edna McConnell 

Clark Foundation) that forced staff and 

board to be explicit about their revenue and 

expense assumptions.

OPP also took steps to become a learn-

ing organization, prioritizing the develop-

ment of an outcomes-based data-collection 

system. Today all staff members are expected 

to use the system so that the group can assess 

what is working and where improvement is 

needed. For example, an important goal is 

working with high school dropouts and get-

ting them to re-enroll. Some stay in school, 

some graduate, and others drop out again. 

The new data-collection system allows OPP 

staff to track the status of each student and 

link the benchmarks to the student’s inter-

actions with staff, level of program partici-

pation, and personal barriers. In this way, 

managers can see what is happening and 

intervene if needed.  

After one year, Rath estimates that 90 

percent of the staff are committed to using 

the system. He anticipates that in the com-

ing year, there will be more consistent use 

of data to understand how OPP programs 

are working and what constitutes quality. 

He credits two basic guidelines for the suc-

cessful implementation: use data to learn 

and to grow, not to punish; and show staff 

clearly how the data can lead to higher-qual-

ity programs and better results. In the com-

ing years, OPP expects to have rich program 

data that can help it learn and adapt—and 

attract new funding.

Our Piece of the Pie continues to build 

its leadership capacities, knowing that lead-

ership goes beyond the CEO. The agency 

hired its fi rst chief operating offi cer—Delia 

Bello-Davila, a seasoned professional with 

skills that complement Rath’s—and it made 

board development a high priority. 

For other nonprofi ts trying to increase 

effectiveness, Rath suggests seeking out 

foundations that do not limit their support 

to projects and programs but that under-

stand the value of capacity building. He 

himself has learned a lot. “People who are 

leaders need to remember that they can’t 

do it all themselves,” he notes. “You had to 

push me to hire a deputy. I was very resis-

tant. I’ve come to see that building capacity 

is really all about getting additional talent 

in place. … I decided to hire someone that 

could be me, or better, from day one. And 

having someone of her caliber is going to 

pay for itself tenfold.” 

Anne Sherman is a senior consultant with 
TCC Group, a management consulting fi rm 
that provides capacity-building services to 
nonprofi t organizations and philanthropies. 
She is based in New York City.

Endnote
1Christine Letts, William Ryan, and Allen Grossman 
introduced the concept of adaptive capacity in High 
Performance Nonprofi t Organizations: Managing Up-
stream for Greater Impact (New York: John Wiley and 
Sons, 1999). Carl Sussman built on this work in a 
November 24, 2003, working paper, Making Change: 
The Role of Adaptive Capacity in Organizational Effec-
tiveness, which he developed in partnership with Man-
agement Consulting Services in Boston, with support 
from the Barr Foundation.
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