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Schwerpunkt  Einordnung des Begriffs „Purpose”

Purpose: A Foundational 
Theory for an  
Up-and-Coming Topic

Purpose is undisputedly high on the agenda of marketeers and executives 
alike. However, the current body of knowledge cannot explain what 
actually constitutes the concept of purpose, leading to misinterpretations 
in practice. The theory presented here closes this gap and provides a 
foundational contribution to explaining this contemporary concept.

Dominik Brendel
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T he American Association of Ad-
vertisers (ANA) selected Brand 
Purpose as “marketing word of 

the year 2018” (Mandese, 2018, para. 1). 
The US-based industry association Busi-
ness Roundtable shook up the business 
news in 2019 by declaring its decades-
standing maxim of shareholder value 
outdated. They suggested to turn towards 
a more inclusive concept surrounding the 
idea of purpose and overall stakeholder 
orientation (Business Roundtable, 2019). 
The 2020 World Economic Forum 
(WEF) declared a new manifest around 
purpose as ultimate ground and centre 
for an overall new form of capitalism as 
such (Schwab, 2019).

Yet, in theory and practice alike, 
there is at least some ambiguity and 
uncertainty about what actually consti-
tutes the concept of purpose to the firm, 
and, consequently, the brand. The accep-
ted definition is limited to the descripti-
on of purpose as an element within the 
strategic framework of the firm, beyond 
profit maximization (Gartenberg, Prat, 
& Serafeim, 2018; Henderson & Van 
den Steen, 2015). However, this some-
what vague definition cannot explain 
the concept’s increasing significance in 
theory and practice, nor does it help to 
explain how managers might apply such 
a concept to their businesses. 

In order to close this gap, the au-
thor conducted an empirical study 
among over 40 corporations and 
brands, such as Patagonia, Danone, 
Unilever and Whole Foods, which 
claim to operate in a purpose-driven 
manner. The data was collected from 
managers of those corporat ions 
through semi-structured interviews. 
Applying a classic grounded theory 
(CGT) research paradigm, the data we-
re encoded, analysed and the findings 
interpreted by CGT’s coding strategy. 

The study’s findings provide a sub-
stantive theory about the concept of 
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purpose that is theoretically abstract, 
yet grounded in practice-based data, 
that localises purpose in the overall nor-
mative framework of the firm and exp-
lains how it relates to brand strategy. 
This theory sheds further light on the 
managers’ motivation to implement 
such purpose. The latter is especially 
relevant, as the doctrine of shareholder 
orientation versus purpose might estab-
lish a conflicting strategic directive for 
the firm and its management. The theo-
ry is then embedded in corporate identi-
ty theory and normative strategy. The 
findings also explain the relations bet-
ween the various concepts of the corpo-
rate normative framework, including 
mission, vision and values, brand theory 
and purpose. Finally, the theory diffe-
rentiates purpose from the concept of 
corporate social responsibility (CSR).

In Search of Meaning:  
A Quest for the Roots of 
Purpose in Business

Since Milton Friedman’s (1970) well-
known argument against CSR as being 
out of scope for the corporation the ma-
xim of shareholder orientation has be-
come broadly accepted as the ultimate 
management doctrine for decades and, 
consequently, the main driver of mana-
gers’ decision making. In combination 
with utilitarian ethics and political de-
regulation, the concept of the economic 
man evolved as the underlying princip-
le of corporate leadership, arguing that 
the decisions of humans, i.e. custo-
mers, employees and shareholders, are 
based on rational decision-making pro-
cesses aimed at their own prosperity 
and welfare. The economic man would 
seek out what is best for himself and, 
consequently, all humans will be better 
off (Collier, 2019). Wrongly so, but 
anyway, this argumentation is often 
traced back to the foundations of the 
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Management Summary

Purpose is high on today’s agendas. Yet there is significant confusion 
about the underlying elements and what the concept actually means 
and how purpose relates to other concepts of normative strategy. 
This article provides original insights, based on an empirical study 
with leading brands and organisations, about the theory behind the 
idea of purpose in relation to business and brand strategy. It 
concludes with a framework which managers can directly apply to 
their businesses and scholars can use as a foundation for further 
research about the concept and its signifance in practice.

economic system of free market capita-
lism, more precisely, to the work of 
Adam Smith. Yet, it was actually Smith 
who first argued that the rationalism of 
the economic man cannot explain hu-
man behaviour sufficiently and that 
human actions are generally based on 
two principles in life, welfare and be-
longing (Smith, 2010a, 2010b). Smith 
stated that in case of doubt, humans 
would seek esteem over financial ad-
vantage, and esteem is the prerequisite 
for belonging, provided by society and 
community to each individual (Smith, 
2010a). Thus, capitalism, as the syste-
mic foundation in which corporations 
operate, would need to address both the 
welfare and the prosperity of each indi-
vidual and also express esteem towards 
the individuals to create a sense of be-
longing to the society (Friedman, 
Friedman, & Edris, 2017). 

In their seminal article, Porter and 
Kramer (2011) adopted this foundatio-
nal thought and argued that for market 
capitalism, as a system, to survive, its 
flaws must be transformed from within. 
They argue that two major forces of 
neo-liberalism have induced problema-
tic market mechanisms which may lead 
to the rejection of the system as a who-
le by its main contributors, the people. 
The first issue is corporations’ externa-
lisation of costs, e.g., of environmental 
harm or low wages, which then need to 
be systemically offset by society 
through transfer payments, while pro-
fits are internalized and ultimately 
transferred to shareholders via divi-
dend payments. Secondly, the maxim 
of shareholder value is misleading the 
corporation’s management to focus on 
short-term financial gains, deprioriti-
zing or even neglecting long-termism 
in strategic development and invest-
ment decisions. This short-termism 
may lead to an acceleration of the first 
issue (cost externalisation and profit 

while equally enhancing individual pro-
sperity (Gartenberg et al., 2018). Thus, 
the strategic corporate purpose should 
“(...) address the interest of all stakehol-
ders: investors, employees, customers, 
governments, NGOs, and society at lar-
ge” (Eccles & Serafeim, 2013, p. 52). 

A Contemporary Theory  
of Purpose

Building on the concept of purpose in 
the body of theory as explored above, 
The findings presented hereafter start 
with the explanation of the underlying 
motivation of the managers to apply 
such a concept from the firm’s perspec-
tive. They lead to an integrated theore-
tical model, which may serve as a basis 
for further research, but may also be 
directly applied to business practice.

Motivational Factors of  
Managers and Entrepreneurs: 
Activism

The underlying motivation leading 
executives to build purpose-driven 
businesses may be explained by the 
mechanism of activism due to a higher-
order purpose. 

Activism, as a generative mecha-
nism, encompasses the activities of the 
corporate managers who not only take a 

internalisation). Thus, they conclude, 
the profit of the corporation should be 
seen in a broader sense, not limited to 
purely monetary results. Rather, the 
value created by the firm within a func-
tioning, free-market, capitalist system 
should contribute to society at large, 
beyond delivering shareholder return.

“Not all profit is 
equal. Profits  

involving a social 
purpose represent 
a higher form of 

capitalism, one that 
creates a positive 
cycle of company 
and community 

prosperity.” 
Porter & Kramer, 2011, p. 67

According to Porter and Kramer, 
this concept of purpose should be em-
bedded at the centre of corporate norma-
tive strategy and will lead the organisa-
tion to act more sustainably, in terms of 
long-term value creation, as a responsib-
le active member of society. Thus, the 
firm would enhance the common good 
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pose at the core of the triangle leads the 
managers to seek a balance between the 
needs and demands of all stakeholders 
needs. This means that profit is pro-ac-
tively pursued, but in balance with a 
contribution to society (people) and the 
environment (planet) at large. Thus, the 
business model is not limited to financi-
al profit, but intends to provide profit for 
society at large and the environment as 
well (see figure 1). The theory thus ad-
apts the concept of people, planet and 
profit pursued by the B Corp initiative 
(Giddens, 2018) and proposes a model 
that provides a fundamental definition 
of the constituting elements of purpose.

As one manager participating in the 
study framed it: “What we refer to as 
purpose can only be at the intersection 
of people, planet and profit [...], it could 
not be any other way. We would not be 
able to ignore our employees’ needs re-
garding family time and at the same 
time communicate to our customers 
that our brand cares deeply about their 
parenthood. Or how would a large [en-
vironmental] footprint fit our leading 
brand that claims to care for the genera-
tions to come? It wouldn’t. And yes, [...], 
we need to make a profit, to invest in 
the future and also to ensure access to 
capital for future investments. But 
again, it’s the balance which everybody 
buys into. [...] But most important, it 
[purpose] is activating. It is at the centre 
of our daily activities and actions.”

Purpose and the Normative 
Framework of the Firm

This concept of purpose is adjunct to es-
tablished elements in normative strategy 
frameworks, i.e. corporate vision, missi-
on and values & principles. However, 
there are ambiguities and misinterpreta-
tions regarding the role of each concept. 
The study presented here explored the 
various elements and their components, 

stance towards societal challenges, but 
are active change agents via their busi-
ness activities. The managers use their 
business processes and their influence 
on their overall value chain to pro- 
actively create positive impact on pre-
defined challenges. This is an impor-
tant differentiation, as in practice (as 
the findings show) the concept of CSR 
is perceived as a passive element, while 
activism due to a higher-order purpose 
is a call for concrete action. Thus, the 
motivation of entrepreneurs and corpo-
rate leaders who claim to steer purpose-
driven businesses perceive CSR as im-
portant but as a passive, mainly re-
porting and stewardship mechanisms 
(Mackey, 2011). They rely on a different 
concept to provide positive change in 
the face of societal challenges: purpose.

A Definition of Purpose  
in Business

The research findings further allow to 
define the constitutional elements of the 
concept of purpose; these are interlinked 
and interwoven into a strategic triangle 
(figure 1). All elements are equally im-
portant and form the constitutional 
foundation of the business model. Pur-

Source: Own Illustration.

Fig. 1: People, Planet and Profit, the Constitutional  
Elements of Purpose

profitplanet

people

purpose

Main Propositions

1.  Corporate purpose is  
the fourth element in the 
normative strategy 
framework of the firm, 
next to vision, mission, 
values & principles.

2.  Brand purpose results 
from the transference of 
corporate purpose to the 
brand identity.

3.  The concept of purpose  
in business is not identical 
with corporate social 
responsibility, but a 
paradigm to use business 
as a force for the common 
good.

4.  The management’s 
personal belief system 
(purpose) translates into 
corporate activism. 

5.  The generative mechanism 
of corporate activism 
seeks to pro-actively and 
positively impact societal 
challenges through the 
business operations.
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coming to the conclusion that purpose is 
a fourth, additional element in the nor-
mative strategy of the firm. 

Vision is about providing a clear 
image of the future state the organisati-
on tries to achieve, while the mission 
defines the strategic choices made by 
the organisation to achieve their vision. 
Values and principles accompany those 
choices and guide and steer ethical 
norms, behaviour and collaboration 
among all internal and external stake-
holders. Purpose adds to this and provi-
des, as the fourth element, the raison 
d’etre for the organisation. This “reason 
for being” is not limited to taking a 
stance against something, but, as explo-
red above, is profoundly based on the 
intended improvement the company 
wants to make, by impacting positively 
on people, planet and profit alike. These 
elements are summarised in figure 2.

Importantly, purpose is fundamen-
tally related to the entrepreneurs’ and 
manager’s activism; it describes the 
intended change and positive impact 
they want to make by doing business. 
Thus, Patagonia claims to have one of 
the most efficient value chains and pro-
curement processes of the textile and 
sports gear industry, according to their 
motto: “We’re in business to save our 
home planet”. They argue that this 
statement is a strong obligation to on-
goingly review and adapt their value 

chains and find new solutions where 
others in the industry have failed. This 
also leads to an increased profit poten-
tial, as it enables the organisation’s ma-
nagers to make more efficient sourcing 
and procurement decisions than their 
competitors (Rogers, 2018).

The Purpose-Driven Brand

The research findings also provide new 
clarity in the controversial discussion 
among scholars and practitioners re-
garding the definition of purpose in 
relation to brands and brand strategy. 

First, to be purpose-driven, a brand 
necessarily requires an underlying pur-
pose-driven business model. This rela-
tion between brand and business model 
seems obvious, but at least in practice it 
isn’t. Rather, this relationship is often 
neglected, leading to the term woke-
washing; what green-washing is to 
CSR, woke-washing is to purpose 
(Watson, 2019). Thus, the constitution 
of the purpose-driven brand is depen-
dent on the foundational constitution of 
the purpose-driven business model 
which, as explained above, aims at po-
sitively and equally impacting people, 
planet and profit. This also explains 
why purpose cannot be sufficiently ex-
plained as taking a stance or providing 
meaning; rather, purpose has to be 
hard-wired into an all-encompassing, 

Lessons Learned

1.  Purpose is not some lofty 
concept or philosophically 
laden stance. Purpose is 
hardwired into business 
modelling and manage-
ment. It encapsulates a 
corporation’s activism.

2.  Running a purpose-driven 
organisation is an obligati-
on with certain limitations; 
it is not for everybody, but 
for those who seek to 
change society pro-ac-
tively, it can become 
foundational.

3.  It is essential to first define 
the firm’s normative frame-
work with all four ele-
ments – vision, mission, 
values & principles, 
purpose. These elements 
are not interchangeable, as 
each element fulfils a 
necessary and specific role 
in the framework.

4.  Purpose as part of the 
brand strategy must be 
grounded in an overall 
corporate purpose, which 
is centred at the core of 
the business model. Other- 
wise it becomes woke-
washing and will backfire.

Fig. 2: The Normative Framework of the Organisation
Element Objective Role in normative framework
Purpose Defines the contribution the organisation is making to society 

at large, environment and its stakeholders overall
Explains why the organisation exists

Vision Defines the intended future conditions the organisation wants 
to see in the world

Explains where  the organisation  
is headed

Mission Develops the strategic choices made by the organisation to 
fulfil its purpose and achieve its vision

Explains what needs to be done

Values & Principles Describes behaviours and ethical norms the organisation plays 
by (beyond legal obligations)

Explains how the organisation and its  
members act

Source: Own Illustration.
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stakeholder-oriented management pa-
radigm. And it is this paradigm which 
ultimately allows truly purpose-driven 
brands to appeal to all stakeholders of 
the firm, especially their customers. 

Therefore, the purpose-driven brand 
is nothing more, but also nothing less, 
than the usual transference of a business 
model into a brand identity and its posi-
tioning through the marketing-mix. But 
in the case of a purpose-driven brand the 
underlying business model must be ser-
ving an inclusive stakeholder model (as 
explained above) characterised by acti-
vism due to higher-order purpose).

Theory of Purpose in Business 
and Brand Management

To summarise, the process of delivering 
a purpose-driven brand is based on the 
condition of defining the purpose of the 
business model. This purpose, overall, 
is positioned next to the vision, mission, 
values and principles of the organisati-
on and resides within an integrative, 
normative, strategic framework of the 
firm which guides the organisation’s 
actions and activities. These activities 
are related back to the management’s, 
or the entrepreneur’s, quest for pro- 
active change and a positive impact on 
societal challenges at large. This moti-
vation can be referred to as activism 

tionships. There is increasing evidence 
that brands which convey a clear purpo-
se are favoured in consumer’s consump-
tion and decision making processes (e.g. 
Keller, 2015; Marx & Garrido, 2019). 
Research also indicates increased re-
purchase rates for purpose-driven brands 
as compared to non-purpose-driven 
brands (e.g. Barton, Ishikawa, Quiring, 
& Theofilou, 2018; Hochman & Maynor, 
2012). These effects are increasingly be-
coming clear to practitioners, and corpo-
rate giants such as Unilever therefore 
keep pushing their brand positionings to 
a more inclusive management paradigm 
where brands become institutionalised, 
metaphysical objects which represent a 
new approach to business management 
and the underlying business model (Uni-
lever, 2019; Weed, 2017). 

Purpose has sometimes been short-
sightedly described as a meaning-based 
element in branding and therefore has 
been neglected by managers as just ano-
ther cost factor without lasting contri-
bution to the business. However, this 
perspective falls short of an encompas-
sing definition of what purpose actually 
is. Purpose, when solidly based on an 
all-stakeholder-oriented business mo-
del, i.e. a business model whose contri-
bution is not limited to delivering profit 
to its shareholders, is fundamental for 
building and managing brands; more 

due to higher-order purpose. Important-
ly, this proposition is a necessity for the 
purpose-driven brand, as otherwise any 
brand execution through the marketing 
mix would be flawed and might create 
harm to the brand and, consequently, 
the business itself.

 
Purpose, Brands and Custo-
mers: An Inclusive Paradigm 
for the Future of Business

With the concept of purpose establis-
hed, its implications for brand manage-
ment can now be further elaborated.

As discussed earlier, esteem as a 
prerequisite of belonging is a significant 
element in (voluntary) relationships of 
people. As we know, people also form 
significant relationships with brands, 
even in forms comparable to those they 
form with people (Aaker & Fournier, 
1995; Fournier, 1991, 1998). Today, the 
need for relating with consumer brands 
may even be enhanced; in many secular 
societies, esteem is not delivered through 
institutions any more. Rather, people in-
creasingly seek meaning and sense-ma-
king in the relations they form with 
brands – and through the brand’s purpo-
se (Meynhardt, 2020). Therefore, purpo-
se is not just a noble concept that the firm 
purports, it is also significant in forming 
lasting, enhanced brand–consumer rela-

Source: Own Illustration.

Fig. 3: The Process of Constituting the Purpose-Driven Brand

Activism due to 
higher-order 

purpose

Codification in the 
normative framework  

of the firm:
 

Purpose, Vision, Mission, 
Values & Principles

Transference into  
Brand Strategy:

 
Brand Identity of the 
purpose-driven brand

Constitutional elements within 
the business model define the 

organisation’s purpose

profitplanet people
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precisely, the brands’ relations with 
their customers. People are indeed se-
arching for meaning, but they do not 
limit their efforts to searching, they 
also want to relate with brands in a mo-
re profound and meaningful way. 

In conclusion, purpose is indeed a 
noble form of business and brand ma-
nagement, yet its constitution is not li-
mited to meaning and sense-making. 
Rather, purpose-driven brands hard-

dationally dependent on the underlying 
business model and must be coherently 
managed within the framework of the 
business activities and initiatives of the 
firm. Only then will the concept of pur-
pose be enduring, and companies that 
apply such an idealistic approach to an 
inclusive management paradigm may 
be rewarded with higher returns, 
through profound and lasting brand-
consumer relationships. 

Literature
Aaker, J., & Fournier, S. (1995).  
A brand as a character, a partner 
and a person: three perspectives 
on the question of brand 
personality. Advances in 
Consumer Research, 22(1), 
391–395. 

Barton, R., Ishikawa, M., Quiring, 
K., & Theofilou, B. (2018). To 
Affinity and Beyond: From me  
to we, the rise of the purpose-
led brand. Accenture Strategy. 
Retrieved from  
https://www.accenture.com/_
acnmedia/thought-leadership-
assets/pdf/accenture-compe-
titiveagility-gcpr-pov.pdf

Business Roundtable (2019). Our 
Commitment. Retrieved from 
https://opportunity.business-
roundtable.org/ourcommitment/

Collier, P. (2019). The Future  
of Capitalism: Facing the New 
Anxieties. London: Penguin 
Books.

Eccles, R. G., & Serafeim, G. (2013). 
The performance frontier. 
Harvard Business Review, 91(5), 
50–60. 

Fournier, S. (1991). A meaning-
based framework for the study 
of consumer–object relations. 
Advances in Consumer Research, 
18(1), 736–742. 

Fournier, S. (1998). Consumers 
and their brands: developing 
relationship theory in consumer 
research. Journal of Consumer 
Research, 24(4), 343–373. 

Friedman, M. (1970). The social 
responsibility of business is to 
increase its profits. The New York 
Times Magazine, September 13, 
1970.

Friedman, H. H., Friedman, L. W., 
& Edris, S. (2017). Conscious 
capitalism vs. rapacious 
capitalism: lessons from King 
Leopold II. Business Quest,  
1–20. Retrieved from  
http://www.westga.edu/ 
~bquest/2017/capitalism2017.pdf

Gartenberg, C., Prat, A., & 
Serafeim, G. (2018). Corporate 
purpose and financial perfor-
mance. Organization Science, 
30(1), 1–18. doi:https://dx.doi.org/ 
10.2139/ssrn.2840005

Giddens, M. (2018). The rise of B 
Corps highlights the emergence 
of a new way of doing business. 
Forbes, August 8, 2018. Retrieved 
from https://www.forbes.com/
sites/michelegiddens/2018/08/ 
03/rise-of-b-corps-highlights-the-
emergence-of-a-new-way-of-
doing-business/#538afad2ed29

Henderson, R., & Van den Steen, 
E. (2015). Why do firms have 
“purpose”? The firm's role as a 
carrier of identity and reputation. 
American Economic Review, 
105(5), 326–330. 

Hochman, K., & Maynor, K. (2012). 
Integrating your brand purpose: 
How Procter & Gamble's secret 
deodorant increased market 
share and profit through its 
brand purpose. Journal of Brand 
Strategy, 1(4), 327–332. 

Keller, V. (2015). The business 
case for purpose. Harvard 
Business Review Analytic 
Services Report. Retrieved from 
https://hbr.org/resources/pdfs/
comm/ey/19392HBRReportEY.pdf

Mackey, J. (2011). What conscious 
capitalism really is. California 
Management Review, 53(3), 83–90. 

Mandese, J. (2018). 2018 Marketing 
Word(s) of the Year: ‘Brand 
Purpose’. Marketing Daily, 
December 6, 2018. Retrieved from 
https://www.mediapost.com/
publications/article/328947/2018-
marketing-words-of-the-year-
brand-purpose.html

Marx, B., & Garrido, M.  
(2019). HAVAS Meaningful  
brands 2019. Retrieved from  
http://www.meaningful- 
brands.com

Meynhardt, T. (2020). Purpose  
ist kein Gutmenschentum. 
Harvard Business Manager, 
2/2020. Retrieved from  
https://www.harvardbusiness-
manager.de/heft/artikel/
timo-meynhardt-ueber-purpose-
a-1304253.html

Porter, M. E., & Kramer, M. R. (2011). 
The big idea: Creating shared 
value. How to reinvent 
capitalism—and unleash a wave of 
innovation and growth. Harvard 
Business Review 89(1–2), 62–77. 

Rogers, C. (2018). Patagonia on 
why brands ‘can’t reverse into 
purpose’ through marketing. 
Marketing Week, July 18, 2018.

Schwab, K. (2019). Davos 
Manifesto 2020: The Universal 
Purpose of a Company in the 
Fourth Industrial Revolution. 
World Economic Forum,  
Dec. 2, 2019. Retrieved from  
https://www.weforum.org/
agenda/2019/12/davos-manifes-
to-2020-the-universal-purpose-
of-a-company-in-the-fourth-
industrial-revolution/

Smith, A. (2010). The Wealth of 
Nations. London: Wiley.

Unilever (2019). Unilever’s 
purpose-led brands outperform. 
Press release, Nov 6, 2019. 
Retrieved from  
https://www.unilever.com/
news/press-releases/2019/
unilevers-purpose-led-brands-
outperform.html

Watson, I. (2019). Unilever  
CEO Alan Jope laments the 
'woke-washing' ads 'polluting' 
brand purpose. The Drum,  
June 19, 2019. Retrieved from  
https://www.thedrum.com/
news/2019/06/19/unilever-ceo-
alan-jope-laments-the-woke-
washing-ads-polluting-brand-
purpose

Weed, K. (2017). Interview with 
Keith Weed (CMO, Unilever). 
Brand Management: Aligning 
Business, Brand and Behaviour, 
University of London, London. 
Retrieved from  
https://www.coursera.org/
lecture/brand/3-11-interview-
with-keith-weed-cmo-unilever-
FSX2k

wire the founder’s or the management’s 
activism into the business model in 
order to drive positive change among 
all stakeholders, explicitly including 
the environment and society at large. 
In contrast to CSR, purpose is founda-
tionally dependent on this generative 
mechanism of practical activism. The 
brands that represent such businesses 
may be categorised as purpose-driven 
brands. Yet this categorisation is foun-
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