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INTRODUCTION:

THE STRATEGIC
WISDOM BEHIND
"MAKE THE BREAD
BUY THE BUTTER"

In the world of
business strategy, few
metaphors resonate as
deeply as the concept
of Make The Bread
Buy The Butter. This
simple yet profound
phrase encapsulates a
fundamental decision-
making framework that
separates thriving
enterprises from
struggling ones. At its
core, the idea
challenges leaders to

evaluate every activity
within their
organization and ask a
critical question: Is this
a core function that
defines our
competitive
advantage, or is it a
necessary support
activity that can be
handled more
efficiently by someone
else?

The bread represents
the essential,
differentiating

capabilities that your
business must own and
excel at — the things
that give you a unique
edge in the
marketplace. The
butter, on the other
hand, represents the
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supporting functions
that are necessary but
not distinctive — the
activities that keep
operations running but
do not define your
brand or value
proposition. Learning
to make the bread
and buy the butter is
a discipline that can
unlock growth, improve
focus, and dramatically
increase  profitability.
This article explores
the origins,
applications, and
practical
implementation of this
powerful framework.

UNDERSTANDING
THE ORIGINS OF
THE FRAMEWORK

The phrase Make The
Bread Buy The
Butter is widely
attributed to venture
capitalist and
entrepreneur Mark
Suster. In a 2011 blog
post, Suster articulated

a principle that many
successful founders
had practiced
intuitively for years. He
argued that startups
and established
companies alike should
focus their internal
resources on building
proprietary,
differentiating
technology or services

(the bread) while
outsourcing
commoditized, non-

core functions (the
butter) to specialized
third parties.

The analogy is
deliberately relatable.
Few restaurants would
consider baking their
own bread unless
bread was a signature
element of their dining
experience. Similarly, a
bakery would never
purchase pre-made
bread from a
competitor — because
bread is their core
product. The line
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between what
constitutes bread and
what constitutes butter
varies by industry,
company size, and
strategic vision, but
the underlying
principle remains
universally applicable.

CORE PRINCIPLES:

IDENTIFYING YOUR
BREAD AND YOUR

BUTTER

What
Qualifies
as
"Bread"?

Your bread includes
the activities,
technologies, or
services that directly
contribute to your
competitive

differentiation. These
are the elements that

your customers
recognize as uniquely
valuable. Bread
typically shares these
characteristics:

e Proprietary
advantage: It is
difficult for
competitors to
replicate or
imitate.

e Customer-
facing impact:
It directly
influences the
customer
experience and
brand
perception.

e Strategic
importance: It
aligns with long-
term business
goals and market
positioning.

e Margin
contribution: It
has the potential
to generate
higher profits
when done well.



For example, for a
software company, the
bread might be the
core algorithm that
powers its platform.
For a luxury hotel
chain, the bread could
be its personalized
concierge service. For
a pharmaceutical firm,
the bread is the
research and
development of new
drugs.

What
Qualifies
as
"Butter"?

Butter includes the
necessary but non-
differentiating

functions that support
operations. These are
activities that must be
done but do not define
your brand. Common

examples include:

 Payroll
processing and
human resources
administration

e |T infrastructure
and server
maintenance

e Customer
support for basic
inquiries

e Accounting and
bookkeeping

e Logistics and
shipping for non-
core products

e Legal compliance
and routine
contract
management

The key insight is that
butter activities are
important — you
cannot run a business
without them — but
they are not strategic.
Spending excessive
internal resources on
butter activities diverts
energy away from
perfecting your bread.
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THE STRATEGIC
BENEFITS OF
APPLYING THIS
FRAMEWORK

Enhanced
Focus on
Core
Compete
ncies

When leaders
consciously decide to
make the bread and
buy the butter, they
free up their most
talented people to
work on what truly
matters. Engineers
build better products.
Marketers craft more
compelling campaigns.
Sales teams refine
their pitch. This
concentration of talent
and attention on

differentiating
activities naturally
leads to superior
outcomes. Companies
that try to do
everything in-house
often find themselves
mediocre across the
board, while those that
specialize can become
truly exceptional in
their chosen domain.

Cost
Efficiency
and
Scalabilit

y

Specialized service
providers achieve
economies of scale
that in-house
departments simply
cannot match. A
payroll processing
company, for instance,



handles payroll for
thousands of clients.
They have invested in
sophisticated software,
trained experts, and
optimized  workflows.
Attempting to replicate
that capability
internally would be
prohibitively expensive
for most organizations.
By buying the butter,
companies convert
fixed costs into
variable costs, gaining
flexibility to  scale
operations up or down
without massive capital
investment.

Access to
Specialize
d

Expertise

External vendors live
and breathe their
domain. They stay

current with industry

best practices,
regulatory changes,
and emerging

technologies. When
you buy the butter
from a specialist, you
gain access to
expertise that would be
difficult and expensive
to cultivate internally.
This is particularly
valuable in rapidly
evolving fields such as
cybersecurity, digital
marketing, and cloud
infrastructure
management.

Faster
Time to
Market

Building in-house
capabilities from
scratch takes time —
time that could be
spent bringing your
core product to
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market. By purchasing
proven solutions for
non-core functions,
companies can launch
faster and iterate more
quickly. This speed
advantage can be
decisive in competitive
markets where being
first to market often
determines long-term
success.

COMMON PITFALLS
AND WHEN TO
RECONSIDER

While the Make The
Bread Buy The
Butter framework is
powerful, it is not a
one-size-fits-all

prescription. There are
situations where
buying the butter can
backfire, and times
when making the
bread may not be the
optimal choice.

Over-
Outsourci
ng and
Loss of
Control

Some companies take
the principle too far
and outsource
functions that later
become strategically
important. For
example, a company
might outsource its
customer service to a
low-cost provider, only
to discover that
customer experience is
a key differentiator in
its industry. When
butter turns into bread
— when a supporting
function becomes
central to your
competitive position —
it is time to bring it



back in-house.

Integratio
n
Challenge
S

Buying the butter often
means relying on third-
party systems and
processes that must
integrate with your
internal operations.
Poor integration can
lead to data silos,
communication

breakdowns, and
operational
inefficiencies that

offset any cost savings.
Leaders must carefully
evaluate the
integration complexity
before deciding to
outsource.

Vendor
Lock-In
and Risk
Concentr
ation

Relying heavily on a
single vendor for a

critical support
function creates
dependency. If the

vendor raises prices,
goes out of business,
or experiences a
security breach, your
operations could be
severely disrupted.
Diversifying vendors or
maintaining some
internal capability can
mitigate this risk.
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Cultural
Mismatch

External vendors may
not share your
company's values,
work ethic, or quality
standards. A cost-
focused vendor might
cut corners in ways
that damage your
brand reputation.
Before buying the
butter, it is essential to
evaluate whether a
potential partner aligns
with your
organizational culture.

PRACTICAL STEPS
TO IMPLEMENT
THE FRAMEWORK

Step 1:
Conduct

a
Strategic
Audit

Begin by listing every
major function and
process within your
organization. For each
one, ask: Does this
activity directly
contribute to our
competitive
advantage? Does it
define our brand in the
eyes of our customers?
Would our customers
notice if we outsourced
it? Activities that
receive a strong "yes"
to these questions are
likely bread.
Everything else is a
candidate for butter.

Step 2:



10

Evaluate

Step 3:

Make-&tart

Buy

Small and

Economest

S

For each candidate
butter activity, perform
a thorough cost-benefit
analysis. Include direct
costs (salaries,
software, equipment)
and indirect costs
(management
oversight, training,
opportunity cost of
leadership attention).
Compare this with the
cost of purchasing the
service from a
reputable vendor.
Remember to factor in
switching costs and
potential risks.

Before committing to a
large-scale outsourcing
initiative, pilot the
arrangement with a
small scope. Monitor
quality, response
times, customer
satisfaction, and
internal team morale.
Use this pilot phase to
refine processes and
build trust with your
vendor before
expanding.

Step 4:
Establish
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Clear

Metrics

and

Governan

CE

Define key
performance indicators
(KPIs) for every
outsourced function.
Establish regular
review cadences and
escalation procedures.
Maintain a
collaborative

relationship with your
vendors, treating them
as strategic partners
rather than mere
suppliers. Effective
governance ensures
that buying the butter
does not mean losing
visibility or control.

Step 5:
Re-
evaluate
Reqularly

Markets change,
technologies evolve,
and your competitive
landscape shifts. What
was butter last year
might become bread
this year. Conduct
annual reviews of your
make-buy decisions to
ensure they still align
with your strategic
objectives. Be willing to
reverse course when
circumstances demand
it.

REAL-WORLD
APPLICATIONS
ACROSS
INDUSTRIES
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Technolo
gy and
Software

Many successful SaaS
companies build their
core platform in-house
(the bread) while using
cloud infrastructure
providers like Amazon
Web Services or
Microsoft Azure for
hosting (the butter).
They develop
proprietary features
that delight users but
buy authentication
services, payment
processing, and
customer support tools
from specialists. This
approach allows them
to focus engineering
talent on product
innovation rather than
infrastructure
management.

12

Restaura
nt and
Hospitalit
y

A high-end restaurant
might make its pasta,
sauces, and desserts
from scratch — these
are the bread that

defines its culinary
identity. However, it
likely buys linens,

cleaning services, and
point-of-sale systems
from external
providers. Even within
food preparation, the
line can be drawn: a
bakery makes its bread
but buys its butter
from a dairy producer.

Manufact

12
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uring and
Hardware

Companies like Apple
exemplify the
framework. Apple
designs its own chips,
operating system, and
industrial design —
these are the bread
that creates its
premium brand
perception. However, it
outsources actual
manufacturing to
specialized partners
like Foxconn. Apple
makes the intellectual
property and buys the
physical production.

THE FUTURE OF
MAKE-BUY
DECISIONS

The rise of artificial
intelligence,
automation, and
platform-based
business models is
reshaping the Make
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The Bread Buy The
Butter equation. Many
functions that were
once considered core
are becoming
commoditized, while
new capabilities are

emerging as
differentiators. For
example, data

analytics was once a
specialized function
that many companies
outsourced. Today,
with accessible Al
tools, some companies
are bringing analytics
back in-house because
it has become a source
of strategic insight.
Leaders must stay
attuned to these shifts
and be ready to redraw
the line between bread
and butter as
technology and
markets evolve.

CONCLUSION: A
FRAMEWORK FOR
FOCUSED GROWTH

The Make The Bread




Buy The Butter
framework is more
than a catchy phrase
— it is a strategic
discipline that forces
leaders to make
explicit choices about
where to invest scarce
resources. By
rigorously identifying
what makes your
business unique and
ruthlessly outsourcing
everything else, you
create the conditions
for excellence. You
concentrate your
talent, capital, and
attention on the
activities that truly

14

specialized partners for
the rest.

The most successful
companies in the world
practice this principle,
whether they articulate
it or not. They
understand that trying
to do everything in-
house is a recipe for
mediocrity. They know
that focus is the
foundation of
greatness. So ask
yourself honestly:
What is the bread that
my business must
make, and what is the
butter | should buy?
The answer to that
question may be the
single most important
strategic decision you
make.

matter, while
leveraging the
expertise and
efficiency of
14
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