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(Re)Discovering Organizational Purpose

Clara Fontan, Angel Alloza, and Carlos Rey

We find ourselves immersed in a new economic and social cycle which we can
name “the economy of intangibles”.! This new economy is characterized by a
growing share of intangible assets creating business value” and the fact that the
perception of success is strongly associated with the recognition expressed by
its various stakeholders (i.e. employees, clients, shareholders, suppliers and
society in general). As we know, creating value is based on the equilibrium
between an organization’s capacity to sustain differentiation and the ability to
achieve legitimization.” However, traditional analysis of the sources of differ-
entiation and legitimization have changed: while in the past it was about cre-
ating new products and services, nowadays companies place value on the
ability to manage intangible assets and resources, elements that form a more
sustainable source of legitimacy* and are harder to copy.’

In this context, purpose emerges as an essential resource that is instrumen-
tal in achieving this uncopiable differentiation as well as securing stakeholder
trust.® Indeed, recent studies point to the fact that performance of those com-
panies that had a clear sense of purpose improved tenfold between 1996 and
2013 as compared to average performance demonstrated by S&P 500
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companies.” Generating an authentic and coherent purpose is fundamental
for achieving organizational legitimacy and a good reputation.®

Today, citizens demand that organizations create ethical, social, environ-
mental and economic value and thus have a positive impact on the quality
and condition of people’s lives. Think, for example, in the recent findings that
demonstrate “an increase of between 17% and 33% of self-determination at
work for a corporate objective focused on stakeholders compared to one
focused on profits”.” However, the gap between expectation and perception is
currently very big: only 39% of citizens believe that organizations work hard
to improve people’s quality of life and they generally would not mind if 76%
of brands disappeared.'® In order to bridge this gap, a deep transformation in
corporate leadership, culture and behavior is required. Many are asking CEOs
and executives to rethink the role of their companies, their impact and the
legacy they will leave for future generations."!

As we have seen in previous chapters, purpose is an organization’s corner-
stone. The role of purpose can be described as follows. Purpose...

¢ is the key conduit for generating unity throughout an organization;

* fosters leadership development at all levels of the organization;

* acts as a filter for making strategic decisions and establishing the funda-
mental principles that define the business model;

* provides an overarching framework for organizational agility, stimulating a
joint combination of autonomy and alignment that liberates the highest
potential in every employee;

e furnishes an organization with the meaning of its activity: the whys and
wherefores of its actions, its place in the world and its understanding of its
role as a relevant social actor.

In this chapter, we will tackle some fundamental questions for (re)discover-
ing corporate purpose in an approach that integrates the external and internal
perspectives of an organization. We will consider purpose as a process that is
directed inside-out and is reinforced outside-in, generating connections and
identity with different stakeholders. Finally, we will show that corporate pur-
pose can be understood as a co-creation that results from a dynamic dialogue
between key stakeholder groups.'?

Although purpose seems to be a difficult aspect to define, it can always be
found. Indeed, “we do not invent a higher purpose; it already exists”.!> Based
on our research and experience, this process has to include at least four under-

takings (see Fig. 9.1).
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Fig. 9.1 A roadmap for (re)discovering corporate purpose

Drawing the Map of Key Stakeholders

From an internal perspective, employees have the frontline position to define
the corporate purpose. And when setting purpose, companies offer their peo-
ple an opportunity to participate in a project of superior order and to contrib-
ute something worthwhile,'* appealing to their fundamental motivations as
human beings; to their transcendent motivation." That is why employees of
companies with a strong sense of purpose play such an important role in the
process of brand building. They are the first link to an organization’s chain of
relations.'¢

A good illustration of this is the case of Southwest Airlines. The true key to
Southwest’s business model and uniqueness resides in the construction of a
solid corporate culture around a shared purpose: “connect people to what’s
important in their lives through friendly, reliable and low-cost air travel”."”
The company places its own employees at the center of its business model,
convinced that their high commitment and satisfaction will translate into
good quality service for its customers. As Southwest Airlines’ Executive
Director and CEO Gary Kelly says, “our people are our single greatest strength
and most enduring long-term competitive advantage”. Our principles that
turn the company’s corporate purpose into reality and serve as the basis for its
values are a “warrior’s spirit”, “a servants heart”, and “a fun-living attitude”.
These three elements host the values that explain the Southwest living way.'®

When it comes to defining corporate purpose, employees are key, but so are
other stakeholders. Under the new logic of purpose, organizational purpose is
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created by cognitive, emotional and active connections to organizational pur-
pose." By expanding the traditional view of organizational boundaries beyond
the traditional legal or competence perspectives, we incorporate a broader
view, one based on identity.” In this view, other agents such as clients, share-
holders, opinion leaders or experts, top managers or community members can
be considered organizational members as much as they identify with the pur-
pose of the organization.”! Corporate purpose, rather than being defined for
the stakeholders, is defined with them.*

Thus, when defining the purpose, companies should reflect upon the key
stakeholders that ought to be part of the organization—those agents who are
likely to identify with the organizational purpose. Identification and prioriti-
zation of these groups is driven by the degree of their potential identification
with the organizational purpose and their ability to contribute to its develop-
ment. An example of this process is found in the corporate purpose definition
of BBVA: “Internally, the research exercise sought to identify the culture, val-
ues and expectations regarding the company. It explored the vision and values
shared by the company’s directors and staff at all company levels. Externally,
it searched for market trends and stakeholder motivations, as well as direct
and indirect competition. In total, BBVA interviewed 100,000 consumers in
more than 20 countries. BBVA also undertook 100 focus groups with con-
sumers, shareholders and employees, and 100 in-depth interviews with direc-
tors and opinion leaders”.” Through this exercise, BBVA placed employees,
clients, opinion leaders, shareholders, top management and society as key
pieces of the stakeholder’s map to define its purpose. But this is not a one-time
project. Purpose definition is an ongoing process that evolves over time and is
sensitive to internal and external contextual changes. And this is the case for
BBVA.? Its identity (future) is stable over time, but the form of its purpose
changed from the original form documented in 2003. At that time, BBVA
articulated its purpose as “we work to create a better future for people”, with
the claim “going forward”. Today it is defined as: “To bring the age of oppor-
tunity to everyone”, with the claim “creating opportunities”.

Identifying Relevant Topics for Stakeholders

Nowadays, expectations of an organization’s role in society is much higher
than in the past: today’s citizens support companies for what they represent
rather than for the products or services they sell.”> They want companies that
use their influence to have a positive impact on people’s lives and to progress
humankind. Creatinga meaningful purpose requires not only an understanding
of the issues that worry various stakeholders but also, to a certain extent, an
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ability to read trends and understand the logic of society. All in all, it means
knowing which big social issues worry one’s stakeholders and what the busi-
ness is expected to do in order to improve this world.

Many companies use Sustainable Development Goals (SDG) as a reference
point in the process of identifying their stakeholders’ most relevant issues.*
This domain incorporates such aspects as hunger, poverty, health, working
conditions, consumption, climate and so on. Linking purpose with one of
these universal values may be helpful in achieving strong identification with
stakeholder groups.”” Another referral point is what some call “paying atten-
tion to peripheries”®® by looking at areas where people feel excluded and/or
identifying social needs around the organization that have been disregarded or
overlooked by society.

In order to identify relevant topics, companies must establish the means of
actively listening to the agents that form the organization’s stakeholder map.
Their perceptions and opinions should be integrated with the analysis of rele-
vant topics. For this, contextual, reputational and social intelligence is needed.”
Keeping track of social trends and concerns allows organizations to identify
truly relevant topics and narratives. A good example of introducing a system
of corporate listening is provided by McDonalds, which used awareness of
social concerns to re-focus its brand positioning in the face of a new global
challenge, obesity. Another success story is the brand positioning performed
by Dove® in the beginning of the 2000s around the concept of “true beauty”.
Dove decided to redefine its brand position, away from the mere idea of soap,
to that which was more in line with the purpose of its corporate brand: create
a better future every day. The starting point for positioning the brand around
real or natural beauty was determined after studying the conclusions of inter-
national research showing that only 2% of women say that they consider
themselves beautiful, and only 12% are satisfied with their physical appear-
ance. The study also offered more specific data about social pressure reported
by women, the result of more recent fashion and beauty trends. All of this gave
rise to a campaign entitled: For Real Beauty. The campaign recognized a social
concern and took a leading stance on the issue, placing the campaign as a spe-
cific narrative, generating socially relevant content aligned with corporate dis-

course that strengthened the company’s stakeholder relations.”!

Promoting Internal and Strategic Reflection

The analysis of relevant topics and monitoring of stakeholder opinions and
expectations, which includes listening to employees, clients and society, have
to be complemented by qualitative meetings among top management.
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Executives must review this information and further engage in the critically
important process of defining the organization’s distinctive features—its leg-
acy and the future it hopes to build. It does not mean that all companies have
to “change the world”. Instead, it means being able to commit to a shared
belief, which leads a company to make a significant contribution in the areas
where it operates.

Drawing on the motivation—hknowledge—action dimensions of purpose
that we reviewed in the previous chapters, an internal reflection of purpose
can be seen as a striking balance between: (1) “want to be” for example, the
corporate dream; (2) “have to be” for example, society and stakeholder expec-
tations and (3) “can be” the company’s objective capabilities and strengths.
The “being” of the organization, found at the intersection of these three cir-
cles, is expressed through its purpose (see Fig. 9.2). An example of this rela-
tionship is found in Danone, which “wants to be” a company dedicated to
health; “has to be” like this because of its consumer expectations, who trust
the nutritional value of its products; and “can be” like this through its food
production, which is the essence of its business model. The result is the impor-
tant role that Danone plays in the development and well-being of all citizens
in all parts of the world. The intersection of these three dimensions yields its
reasons for existence, a purpose of superior order: creating a healthier future.

From a brand perspective, some authors recommend reflecting on purpose
by analyzing relevant stakeholder topics in conjunction with the company’s
history and the impact its products and services might have in tackling such
concerns.” In this way, purpose is reinforced by the company’s historical leg-
acy, its values and culture and its connection with consumer expectations.

“have to be”

/N

“want to be”

Fig. 9.2 Purpose as the intersection of three dimensions of ‘being’
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This turns the purpose on a central axis, sustaining the brand and its chosen
direction.

Unilever offers a perfect example of this idea. In the last few years, the com-
pany has seen its brands, those that are defined around a purpose, double in
economic growth as compared to brands that are not defined by purpose.*
Some experts are now claiming this to be the way toward a different model of
capitalism, in the long run, a conscious and humanistic capitalism.** In
essence, purpose and the values that define it, worked to permeate the organi-
zation’s leadership style, nudging Unilever to reword and redefine the posi-
tioning of all its brands. One of the most relevant projects that they are
implementing is the Sustainable Living Plan, which attempts to significantly
influence the behavior of employees (more than 170,000), suppliers (about
200,000), clients (2 million), partners and even competitors in order to help
them choose and maintain a more sustainable way of life.”

Articulating a Differentiated Purpose

There is an irreplaceable imprint that characterizes a great purpose, one which
has a positive and beneficial impact in the eyes of the audience.” A differen-
tiating purpose must address a critical question: would our stakeholders miss
us if we ceased to exist? As some experts suggest, “a great purpose is grounded
in something universally true that is authentically delivered by your brand
and product”.?” Think, for example, in the case of Patagonia. The organiza-
tion was inspired by its founder’s values and chose to place a social purpose at
the center of its business: “tackle the environmental crisis”. By doing this, the
company managed to achieve a leading position in the market as a responsi-
ble, coherent organization, committed to the environment and generating
social value.

Articulating a differentiated purpose is the most creative part of the pro-
cess, because it implies distilling the corporate purpose to a sentence that can
drive the corporate narrative and express the organization’s unique contribu-
tion to the world.”® Corporate branding experts recommend?”: (1) be concise
by using short phrases, (2) be straightforward by avoiding jargon, (3) seek
what is characteristic—"this is us”, (4) stay authentic, firmly ingrained in the
organization and (5) seek what is timeless, rooted in the past and forward
looking to the future. That, for example, is the purpose of Walt Disney, which
has been guiding the company for decades: “create happiness by providing the
finest in entertainment for people of all ages, everywhere”.* Or Nestlé’s pur-
pose, reflected in three overarching ambitions: Enable healthier and happier
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lives (focusing on nutrition, water and rural development); develop thriving,
resilient communities (focusing on sustainability); and steward resources for
future generations (with a focus on having zero environmental impact in
operations).*!

Besides, purpose must reach, not only employees, but also the other stake-
holders of the company. As some experts suggest, purpose must be “clear
enough that the investors, employees, partners, and customers could articu-
late it”.# It can be compared to a song. From the official version, different
players can make covers in different styles (pop, rock, heavy, unplugged, sym-
phonic orchestra etc.) but “the key is for everyone to follow the same mel-
ody”.®® Thus, purpose must be expressed in a way that can be used and
replicated by different stakeholders without losing its essence. Examples can
be seen with Starbucks: “to inspire and nurture the human spirit—one per-
son, one cup and one neighborhood at a time”; or Facebook: “to share and
make the world more open and connected”.

Finally, purpose must be expressed in a way that favors co-creation with
those who are expected to identify with the purpose. Fostering purpose co-
creation requires that its articulation invites key stakeholders to become a part
of the purpose by participating in the formation of its definition and mean-
ing. Thus, the way purpose is articulated has to impel customers, employees,
suppliers and so on, not only to be beneficiaries of the purpose but also co-
creators of the same. It has to reflect the aforementioned idea that purpose is
not made for the stakeholders but wizh them. The company’s purpose is cre-
ated by internalization and it is reinforced by identification, which occurs
when stakeholders groups identify with it. A good example of this might be
the purpose of Nike—*“to bring inspiration and innovation to every athlete in
the world”. In the articulation of its purpose, Nike actively encourages cus-
tomers (athletes) to inspire each other, offering a narrative—"“just do it"—that
goes far beyond the products Nike sells.*

Once purpose is defined, it has to permeate not only the corporate narra-
tive but also the production of the company’s content, brand experience and
messaging. However, many organizations fail from this perspective. Indeed,
not all companies that have a purpose are recognized by their purpose. Being
true to purpose is a necessary condition, but being recognized by purpose
requires a joint development of internal and external communications.”
Think, for example, in the case of TOMS, whose marketing claim “one for
one” promise to deliver a pair of free shoes to a child in need for every sale of
their retail product, or Patagonia, whose advertising campaign “Don’t buy this
jacket” promotes responsible consumption and reinforces the articulation of
their purpose; or Zappos, through the values and corporate culture expressed
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in the “delivering happiness” purpose. This approach requires consolidating
the corporate brand as the platform for expressing purpose. Thus, the purpose
turns into an extremely important tool: the central axis of corporate narrative
strategy as well as a platform for relations with stakeholders.

In this chapter, we have discussed how to discover and rediscover a corpo-
rate purpose in a way that creates connections between the organization and
its stakeholders. We have suggested a roadmap for setting a relevant purpose,
aiming to generate an authentic connection with stakeholder groups and
mobilize them into supportive behaviors.
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which permits use, sharing, adaptation, distribution and reproduction in any medium
or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons licence and indicate if changes were
made.

The images or other third party material in this chapter are included in the chap-
ter's Creative Commons licence, unless indicated otherwise in a credit line to the
material. If material is not included in the chapter's Creative Commons licence and
your intended use is not permitted by statutory regulation or exceeds the permitted
use, you will need to obtain permission directly from the copyright holder.
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