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Optimally designing purpose and meaning at work”

Antonio Cabrales! Esther Hauk?

January 8, 2026

Abstract

Many workers value purpose and meaning in their jobs alongside income,
and firms need to align these preferences with profit goals. This paper develops
a dynamic model in which firms invest in ”purpose” to enhance job meaning
and motivate effort. Workers, who differ in productivity, choose both productive
and socialization effort, gaining utility from income and meaning. Purpose ac-
cumulates over time through firm investment and interacts with socialization to
generate meaning, which boosts productivity. Firms invest in purpose only inso-
far as it raises profits. We characterize the unique equilibrium, including steady
state and transition dynamics. Meaning and purpose rise with the importance
workers place on meaning and with firm’s patience, but fall with depreciation
and socialization costs. The relationship with workers’ share of output is non-
monotonic. We also show that some intermediate level of heterogeneity in skills
is best for performance. Compared to a worker-owned firm, profit-maximizing
firms underinvest in purpose, highlighting a misalignment between firm incentives
and worker preferences. The model provides insight into when and why firms
adopt purpose-driven practices and underscores the role of diversity in fostering
meaning at work.

JEL Classification: M50, M52, L.23.
Keywords: Meaning at work, personnel motivation, diversity in work, invest-

ment in purpose.
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1 Introduction

There is a large body of evidence suggesting that individuals seek more from their jobs
than financial compensation alone. Most workers aspire to roles that also offer a sense
of purpose and meaning. As Blount and Leinwand (2019) argue, “Over the past decade,
“purpose” has become a management watchword. Since 2010 it has appeared in the
titles of more than 400 new business and leadership books and thousands of articles.”
Despite this increased attention, aligning the search for purpose with a profit-making
objective remains challenging. The same authors observe that a global survey of over
540 employees conducted by Strategy& found that only 28% felt fully connected to
their company’s stated purpose. This disconnect highlights the difficulty firms face in
incorporating meaning into the workplace in a way that aligns with profitability.

Firms have experimented with various strategies to bridge this gap. Some allow
employees to allocate part of their time to self-directed projects that foster ownership
and creativity, while others encourage engagement in community or charitable work
during paid hours. In those activities, employees often collaborate with others in
the company. Companies like Microsoft, Google, Salesforce, and Timberland offer
structured programs in this spirit, sometimes matching employees’ time donations with
monetary contributions and promoting team-based participation. Empirical evidence
suggests that these efforts are not merely symbolic: they are associated with gains in
productivity and profitability (Veleva et al. 2012; Bostjancic et al. 2018; Knox 2020).

This paper develops a formal model to understand how firms make optimal deci-
sions about investing in purpose, taking into account that workers value meaning and
adjust their effort accordingly. The model is inspired by the frameworks of Cabrales,
Calvé-Armengol and Zenou (2011) and Albornoz, Cabrales and Hauk (2019), and in-
troduces two forms of worker effort: productive effort and socialization effort. Both
are costly, but both contribute to firm output. In addition, firms can make costly
investments in “purpose,” which accumulates over time to generate an increased stock
of job “meaning” and interacts with workers’ socialization efforts. Meaning, in turn,
enhances worker utility and productivity, further incentivizing effort. That is, we call
purpose the flow that converts into meaning, which is the stock that enhances utility
and productivity.

We consider a setting where firms are infinitely lived and workers live for one period.
Firms and workers make optimal decisions simultaneously within each period. Workers
receive a share of output, derive utility from both income and job meaning, and bear the

costs of effort. Firms maximize profits, defined as output net of worker compensation



and investment in purpose. Although firms do not value meaning per se, they invest in
it when it contributes to increased productivity and, consequently, profitability. Worker
productivity is heterogeneous, follows a continuous distribution, and is complementary
with both effort and meaning.

We fully characterize the unique equilibrium of the model, including the steady
state and the transition dynamics. Comparative statics reveal several key insights.
In steady state, both job meaning and firm investment in purpose increase with the
importance workers place on meaning in their utility function and with the firm’s
discount factor, and decline with the depreciation rate of meaning. Remember that
meaning is the stock that enhances value, and it increases by investing in purpose.
Hence the importance of the discount factor and the depreciation rate, in both the
investment in purpose (the flow) and the final accumulated value (the meaning). It is
also not surprising that when workers value meaning more, both the stock and the flow
increase. These variables also decrease with the marginal cost to firms of providing
purpose and with the cost of socialization effort to workers, but are unaffected by
the marginal cost of productive effort. To understand this, notice that meaning is
complementary to socialization effort but not to productive effort. The relationship
of meaning and purpose with the worker’s share of output is non-monotonic: both
meaning and purpose rise with the share, provided that the overall weight of income
and meaning in worker utility does not exceed a critical threshold. The reason for
this is that an increase in worker’s share increases the socialization effort directly,
and through that, profitability. However, when the worker’s share becomes too large,
firm profits decline significantly, reducing investment in purpose. This, in turn, lowers
socialization efforts and diminishes meaning.

To characterize the comparative statics of the ability variable, we consider the
effects of a first order and second order stochastic dominant shift in the distribution of
that variable. While a first order stochastic dominance shift always increases purpose
and meaning, the effects of a second order stochastic dominance shift are nuanced. We
show that increasing dispersion increases meaning, purpose, individual utility, and firm
profits when the initial distribution is not too dispersed, but decreases them when the
initial distribution is highly dispersed. We can conclude that some intermediate level
of heterogeneity in skills seems to be best for performance. These results highlight
the importance of diversity in ability for fostering purpose in the workplace. Notice
that the diversity in our model is such that, everything else equal, some workers are
more productive than others. In a sense, we are talking about vertical differentiation.

Due to the interaction between output and the talent distribution in our model, these



effects can be complex.

The model also yields implications for firm profits and worker welfare when other
parameters change. Profits and worker welfare increase with the value workers place
on meaning and the firm’s discount factor, and decrease with the depreciation rate of
meaning, the firm’s cost of providing purpose, and workers’ effort costs. To understand
this, notice that the utility of the worker and firm profits are increasing in the equilib-
rium level of purpose, meaning, and the firm production, which depend on production
and socialization efforts. So these comparative statics are derived from those relating
to investment in purpose, meaning, and the socialization efforts, discussed above.

The effect of the worker’s output share on profits and worker welfare is ambigu-
ous, but they increase with the share provided the combined weight on income and
meaning in utility remains moderate (although this threshold combined weight would
be different for profits and worker utility). This condition ensures that even a fully
profit-maximizing firm would choose to allocate a positive share of output to workers.
These results are related to the fact that the worker share increases socialization ef-
fort directly, incentivizing investments in purpose and through it increasing the stock
of meaning. But when the worker share is too high, there is a reduction in profits
reducing investment, which also hurts the worker utility.

Finally, we compare the benchmark case of profit-maximizing firms with a fully
worker-owned firm. While the former does invest in purpose to induce effort, we find
that workers would prefer a higher level of investment in meaning. This gap reflects a
fundamental divergence between firm incentives and worker preferences in the provision
of purpose, and suggests that ownership structure may play a significant role in shaping
the extent to which firms cultivate meaningful work environments.

The rest of the paper is structured as follows: the next Section discusses the related
literature. Section 3 presents and solves the model. In Sections 4 and 5 we perform the
comparative static analysis. Section 6 analyzes the path to steady state. In Section 7

we solve for the worker-owned firm. Section & concludes and discusses future research.

2 Literature

This paper contributes to a growing literature on the role of purpose and meaning
in the workplace, particularly in relation to worker motivation and firm performance.
Much of the economic theory literature has focused on how organizations sort or match
individuals with different intrinsic motivations to firm missions. For example, Besley

and Ghatak (2005) develop a model of moral hazard in which both principals and



agents have mission preferences, and organizational alignment reduces agency frictions.
Delfgaauw and Dur (2007) similarly consider a model with unobservable worker types,
where contracts are used to screen for intrinsic motivation. Delfgaauw and Dur (2008)
extend this framework to account for differences between public and private sector
employment. In Cassar and Armouti-Hansen (2020) firms use meaning strategically to
attract and motivate the "right” types of workers.

Our approach departs from this class of models in two important ways. First, we
do not focus on sorting or matching between heterogeneous worker and firm types.
Instead, we assume all workers value meaning and ask how profit-maximizing firms
optimally choose investments in purpose. Second, the existing models are static and
treat meaning as a purely individual trait or alignment. In contrast, we model meaning
as a dynamic, accumulable construct that interacts with worker behavior—specifically
socialization effort—to affect productivity. This focus on the endogenous creation of
purpose within firms is aligned with insights from the management literature, but has
received less attention in economic theory.

Cassar and Meier (2018) offer a theoretical framework in which work meaning enters
utility additively alongside consumption and effort costs, and decompose meaning into
four components: mission, autonomy, competence, and relatedness. Our model builds
on this work by focusing on one empirically salient component—relatedness—which
appears to be the dominant channel through which meaning affects outcomes. We
provide a more structural account of how relatedness arises through social interaction,
how it affects productivity, and how firms can influence it through investment in pur-
pose. Our model thus complements and extends Cassar and Meier’s (2018) framework
by offering a dynamic, micro-founded treatment of one key dimension of meaning.

Several recent applications build on Cassar and Meier’s (2018) framework. For
instance, Armouti-Hansen et al. (2024) test the model experimentally, and Kesternich
et al. (2021) extend it to incorporate fairness concerns and work norms. Nikolova and
Cnossen (2020) suggest integrating insights from self-determination theory into this
framework, and Cnossen and Nikolova (2024) develop such a model formally. We share
with these papers an emphasis on non-monetary drivers of worker behavior but differ
in our focus on firm-side dynamics and the strategic provision of meaning over time.

Cassar and Meier (2018) also compile an extensive set of stylized facts from the
empirical literature, which inform the assumptions and mechanisms in our model.
Nikolova and Cnossen (2020), using data from three waves of the European Working
Conditions Survey, show that autonomy, competence, and relatedness explain around

60% of the variation in perceived work meaningfulness. They also construct an index



of meaningful work based on these dimensions. Our model is consistent with these em-
pirical patterns and gives theoretical substance to the role of relatedness in particular.

Recent empirical work also supports the idea that increasing perceived meaning
enhances performance. Ashraf et al. (2025) conduct a large-scale randomized con-
trolled trial (RCT) in a multinational firm, where a treatment group is exposed to an
intervention designed to help workers perceive the meaning of their work. The result
is a significant increase in performance (in relative or within-group terms rather than
absolute differences), due both to improved productivity among low performers and the
voluntary exit of the least motivated employees. These effects are consistent with our
model: we predict higher effort when meaning is more salient and, if a participation
margin were added, our model would likely predict the departure of low-motivation
workers, leading to higher average productivity.

The human resource management literature has long emphasized the importance
of meaning at work, both for individual well-being and organizational performance.
Steger (2016) provides a comprehensive overview of this literature and emphasizes that
meaning is not merely a sorting mechanism but something that can be cultivated within
organizations. This insight is central to our approach: unlike much of the economics
literature, we model purpose as a strategic variable under firm control, shaped by
investment and by organizational structure.

A growing empirical literature explores the relationship between firm-level purpose
and performance. Gartenberg et al. (2019), using a dataset of nearly half a million
workers, show that firms with a clearly articulated and widely shared sense of purpose
outperform others in terms of stock market valuation, controlling for current funda-
mentals. Similarly, Gartenberg (2023), using a larger sample, finds that firms with
high levels of intangible capital, innovation, and long-term investors are more likely
to pursue purpose alongside profits. These firms do not treat purpose and profit as
competing goals, but rather as complementary. Our model is consistent with these
findings: we posit long-lived, profit-maximizing firms that invest in purpose because it
increases productivity and ultimately improves long-run returns.

Finally, George et al. (2023) and Jasinenko and Steuber (2023) address concerns
about the vague and often inconsistent definitions of purpose and meaning in the man-
agement literature. They propose validated constructs for empirical measurement. Our
theoretical framework complements this effort by offering a precise and operational def-
inition of purpose, focused on social interaction and its productivity-enhancing effects.
We emphasize the relatedness dimension of meaning, in line with empirical evidence,

and show how it interacts with firm behavior and output in a dynamic setting.



3 The model

We study how long-lived, profit-maximizing firms choose the optimal level of purpose in
an environment where creating purpose entails costs but enhances worker motivation
and, consequently, output. In our framework, purpose is not pursued for its own
sake but as a strategic investment that complements traditional incentive mechanisms.
The model reflects growing empirical evidence that purpose and profitability are not
inherently at odds. Gartenberg et al. (2019) show that a stronger sense of purpose is
associated with superior financial performance, while Gartenberg (2023) finds that this
relationship is particularly pronounced in firms with long-term owners—precisely the
type of firms our model is designed to capture. In line with these findings, we formalize
how investment decisions on purpose can arise endogenously as part of a firm’s optimal
profit-maximizing strategy.

The agents in our model are a firm and its workers. The firm maximizes its long-run
profit by choosing how much to invest in its mission/purpose r; each period ¢t. The

cost of providing purpose is given by
C
C(ry) = Erf :

The variable r; is chosen by the firm at the beginning of the period and is observed by
the workers at the time they make their choices.

Workers only live one period and each worker ¢ maximizes their utility choosing
how much work effort e;; to put into their tasks and how much socialization effort k; ;
they put into interacting with their co-workers. Both types of effort are costly and the

cost functions are given by

where A, and Ay are positive constants.
Work effort generates a productive return. In production, the socialization input

si+ stems from socialization efforts and is defined as:
1/2 1/2
Sit = kz{ /k]é d; (1)

This input boosts productivity by strengthening the sense of meaning at work. Its
specific functional form can be microfounded as in Albornoz et al. (2019), by assum-

ing symmetry, anonymity and constant returns in socialization. The degree to which



socialization fosters meaning depends on the firm’s chosen level of purpose r;. Such
investment may involve initiatives like granting employees time to pursue personal
projects or engage in volunteer activities. As documented by e.g. Veleva et al. (2012),
Bostjanci¢ et al. (2018), Knox (2020), this possibility has a positive impact on both
productivity and motivation.

The purpose variable r; is the flow of resources that forms the basis of the total job
meaning of worker i in period ¢, m;, which we assume is given by’

1
—_ 2 —
Myt = SiTy + AMy_q,

which can be rewritten using (1) as
1
T / kP drd 4 Ny (2)

Note that that meaning in period ¢ for individual 7, is influenced by average meaning

in the group, from the previous period m;_;

my_1 = /mj,t—ldj

with a persistency factor A\. A higher A\ implies that meaning decays (depreciates)
more slowly from one period to the next. The concept of decay may be interpreted
through the lens of employee turnover. The persistence of organizational culture is
fundamentally contingent upon the tenure of employees, as sustained presence is re-
quired for cultural investments to become internalized within individual dispositions
and operational practices. Firms characterized by high turnover and short tenure are
therefore likely to exhibit a greater rate of cultural decay.

A central feature of our model is that job meaning arises through socialization
efforts, rather than through directly productive efforts. This distinction is grounded in
the human resources literature, which consistently emphasizes the social and relational
dimensions of meaningful work. As Steger (2016) notes, individuals experience greater
meaning when they transcend self-oriented concerns and engage with others in prosocial
ways (see also Dik, Duffy, & Steger, 2012; Reker, Peacock, & Wong, 1987; Schnell, 2009;
Steger, Kashdan, & Oishi, 2008). In his framework, the highest level of meaningful

Ly, has decreasing returns in meaning. This is probably realistic, but also technically important.

Since k; ; will be influenced by 7y, the overall influence of r, on output exhibits weaker diminishing
returns. If these returns were substantially higher, they would undermine the concavity of the
dynamic programming problem.



work is associated with contributions to others or to the greater good. Furthermore,
Steger (2016) emphasizes that, at the interpersonal level, meaningful work is fostered
by respectful relationships, understanding of the organizational social context, and
opportunities for mutual support, such as helping, mentoring, or being mentored. Our
modeling choice reflects these insights by linking meaning to social interaction within
the firm, rather than to the execution of individual productive tasks.

Meaning also exerts an independent influence on worker utility, as employees tend
to derive greater satisfaction from tasks they perceive as meaningful. This reflects that
the value of such work extends beyond its immediate output, encompassing broader
personal and social impacts. A growing body of empirical research supports the rel-
evance of this modeling choice. For example, Grueso et al. (2022), in their study of
a supported employment program in Colombia, find a strong positive correlation be-
tween perceived meaningfulness of work and overall life satisfaction. Similarly, Allan
et al. (2018) report that meaningful work is associated with lower levels of depres-
sion, particularly when accompanied by job satisfaction. Additional evidence indicates
that meaningful work contributes to reduced stress and anxiety. Wandycz-Mejias et
al. (2025) further show that employees who perceive their work as meaningful are less
likely to express intentions to leave their organization and more likely to report high
levels of job satisfaction. As Steger (2016) aptly notes: “If the primary incentive a
company is offering to a worker to work hard and stay with the company is monetary,
then what is to prevent the worker from taking a better deal elsewhere?” This body
of evidence underscores the importance of intrinsic motivation—particularly through
meaningful work—in shaping employee behavior and retention, thereby justifying its
inclusion in the worker’s utility function.

Denoting the output of the worker i by z;; (m; 4, e;+), and the worker i’s ability by
b;+ (which are distributed according to some distribution function), the utility of the
worker ¢ in period t can be written as:

Ao 5 A

- Gt — _kiQ,t (3)

ui,t(ei,ta ki,t) = Bb;ym;y + oz (mi,ta ei,t) 5 9

where the term 3b; ;m;, with 8 > 0, captures the intrinsic utility that a worker derives
from job meaning, independent of material compensation. The parameter o denotes
the share of output that the worker is entitled to retain, thereby determining the
worker’s compensation. This share reflects the worker’s bargaining power within the
framework of Nash bargaining, which governs the negotiation process between firms

and workers, after output has been produced. The costs of 7; and efforts, ¢f, and cﬁt



are not included in the negotiation as they are not contractible.
From now on we suppress the integration variable for ease of notation.

Output produced by worker i in period ¢ is

Zig (Mg €i) = biy(eir +miy)

1
= bi,t <ez’,t + /{7,3712/]{3;’{527",&2 + )\mtl) (4)

Notice that effort and meaning are perfect substitutes in this setup and are comple-
ments to ability b; ;.

Thus, every period starts with the realized average meaning from last period, m;_;.
Then, the firm chooses purpose r; for the period. After that, the workers choose e; ; and

k; .. Then output z;, and payoffs realize, and m;, is generated.

3.1 The decision of worker 1

Introducing (2), (1) and (4) into (3), the worker optimization problem is to choose e; ;

and k;; to maximize

1 A, A
ui,t<€i,ta ki,t) = (CY + ﬁ) biﬂg ((]@142 / ]g]léz) rt2 + )\mt_l ) +abi,tei,t_ 7612,t_ Tkkit (5)

The resulting first order conditions are:
ab;y — Ace;r = 0 for e;, (6)

1 L/
5 (a + ﬁ) b@t (Tté <ki,t1/2 / kjlé2)> — Akki,t =0 for ki,t- (7)

Lemma 1 Fach workeri’s choice problem has a unique (interior) solution. In partic-

ular
o h - (8)
€irt = i,t6t WNETe €y = Ae
2 a+8 1 1
ki = bz%tkt where ky = QAthZ (/ bgg) (9)

where e; and k; are identical to all workers of the firm.

Proof. See the Appendix. =

Empirical Implication 1 Socialization effort is complementary to the firm’s invest-

ment in purpose, i.e., when purpose increases, so does socialization effort.

10



This is important to understand why factors that lead to an increase of investment
in purpose will also increase socialization effort and vice versa.

Allan et al. (2019) show in a meta-analysis of 44 papers that meaningful work
correlates positively with outcomes like organizational citizenship behavior (OCBs)
(i.e., discretionary helpful, cooperative behavior toward coworkers).

Lemma 1 also implies that more talented individuals make higher productive and
socialization efforts. In addition, the individual talent in the group has externalities,

since the average talent in the group also increases socialization effort.

Empirical Implication 2 Average talent is complementary to the firm’s investment

i purpose, which is more impactful in highly talented groups.

Gartenberg et al. (2019) show that meaningfulness positively affects performance
where employees have discretion and complex problem-solving in their roles (mid-
level /professional jobs).

Having solved each worker’s maximization problem we are now in a position to

rewrite the meaning for each worker i in his job in period ¢ (2) as a function of r

2
1 1 1
miy = k2 / k122 4 Xy = %n (e2,) ( / b;t> + N

3.2 Decision of the firm in terms of r;

While the workers maximize their one period utility, the firm chooses r; to maximize

its lifetime utility given by:

D 6 (1= a) (24 (mig, €i0)) — C (1) (10)

tit
Using the worker’s optimal socialization and work efforts, each worker’s output can be

expressed as

2
Q o+ 1 1 _
Zit (Mg, €ir) = big (bi,tA— t o Af?“t (bit) ( / bf,t) + )\mt1> (11)

Notice that in equation (11), the individual talent parameter b;; appears squared

in the first term and raised to the power of 4/3 in the second. When this is aggregated
4

to the total output of the firm, we will have terms with [b?, and [ b7,, in addition to

J b3, which comes from k;.

11



Empirical Implication 3 More talented groups are more productive, and past mean-

ing (My_1) is particularly important for the more productive individuals.

This suggests that young talented workers might be especially attracted to high
meaning firms. In two online-labor-market field experiments Burbano (2016) found
that telling applicants the employer was socially responsible reduced the wage premium
demanded by the highest performers—i.e., top performers were willing to work for less
when the job signaled meaning/purpose.

As we have seen, talented people make higher efforts, and they also create exter-
nalities in the group. In addition, the fact that different moments of the distribution
of b, affect the output will mean that the impact of changes in its dispersion (which

we can call diversity) are also relevant, in nuanced ways we will discuss later.
Introducing individual productivity (11) into (10), the firm’s optimization problem
is to choose a and r; each period to maximize

> <5t—1 (1-a) </bitz€ + ‘zzkﬂ </b ) (/bj%t)zﬂ/bj,tm“)) —5’5*1%@ (12)

t

where the law of motion of 7, is given by

3
+ 1
= O;Akﬁ (/ b;,t) + A1 (13)

Proposition 1 In steady state

§|

Sl

(1-a) [b (a + B) (S J>5 (1= a)dx [ b (a+8) ([0;

) (14)

m CAAZ(1 -\ T o —onaAz(i -
while
&) [bl, (a8 ([0) (—a)orfby(a+p) (f05)
r= 2C Ay, ( >+ 20Ak(1—5/\)( > 1)
and
et o (T e (1))
oot ont () (1) (L UL 2000 )

Proof. See Appendix m

12



4 Comparative statics

We are now in a position to determine how steady state average meaning in the firm
m* given by (14) as well as the steady state investment in purpose r* given by (15) and

the average socialization effort k* given by (16) varies with the underlying parameters.

Proposition 2 m*, r* and k* are increasing in 3, in the discount factor § and in the
persistency factor of meaning A. They are also decreasing in the firm’s marginal cost of
providing purpose C', the individual marginal socialization cost Ay and independent of
the indiwviduals marginal work effort cost A.. Concerning the share of output o given

to the workers

75k

>0 2>3a+0

Oa

while .
>0 1>2a+0

oo

and .
>0&3>4a+ 0

Oa

Proof. See the appendix m

The impact of the discount factor ¢ and in the persistency factor of meaning A on
the investment r* and the stock m* are easy to understand. Since the socialization
effort k*which directly enhances production is complementary to m* (through r*), those
variables are an investment into the profitability of the firm. So an improvement in the
discount factor or the persistency factor of meaning will tend to increase them, and
through the complementarity, they also increase k*. The influence of « is naturally
more nuanced. On the one hand, we can see from Lemma 1 that an increase in
« increases k*directly, and through that, profitability. However, when a becomes
excessively large, firm profits decline substantially, which in turn constrains investment
r*. This reduction subsequently leads to decreases in k* and m*.

Proposition 2 has a series of empirical implications:

Empirical Implication 4 Firms who emphasize the long-run horizon invest more in

PUTPOSE.

Empirical evidence links a long-term orientation to greater investment in purpose-
driven, meaning-enhancing practices. Using a regression discontinuity on close-call

shareholder votes for long-term executive compensation, Flammer and Bansal (2017)

13



show that firms pushed toward longer horizons subsequently increase stakeholder en-
gagement - especially toward employees and the natural environment - and see operat-
ing gains two years later, consistent with purposeful, non-myopic investment patterns.
At the cultural level, a large-sample study of Chinese listed firms by Fang, Wen, and
Xu (2024) text-mines annual reports to construct a long-term orientation culture index
and finds that more long-term oriented firms boost innovation v