

[image: image]




[image: image]





Dedication

To my wife, Anuradha, and my late mother, Sushma.

You are two of the most inspiring, purpose-driven leaders I know.







Epigraph

It is not enough to be industrious; so are the ants. What are you industrious about?

—HENRY DAVID THOREAU
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Foreword

Larry Fink, Founder, Chairman, and CEO of BlackRock

I was deeply honored when my friend Ranjay asked me to write the foreword to this book. Discovering the power of corporate purpose, learning how to pursue it, and working to evolve purpose over time has been one of the most challenging—and fulfilling—elements of my career. While we know a sense of purpose is often the driving force behind high-performance companies, it’s a very difficult concept to pin down. There’s no doubt it shows up in long-term financial results, but corporate purpose can’t be captured in the P&L, stock price, or market cap. With this book Ranjay has done the hard work of describing what purpose is and, almost more crucially, what it isn’t. His distinctions, case studies, and tools for how to drive change will be invaluable to any business leader working to drive purpose as well as profit.

My own journey to understand corporate purpose has been a long one. In 1988, a group of seven others and I founded BlackRock to use technology and data analytics more deeply to manage money for people who are saving for retirement or other long-term concerns. Our purpose is to help more and more people experience financial well-being. But toward the end of the last decade, I realized that as a fiduciary to our clients and an investor it was important to speak more openly about the crucial role purpose plays in driving long-term success.

“Without a sense of purpose, no company, either public or private can achieve its full potential.” That’s what I wrote in a letter in 2018 to CEOs of companies in which our firm’s clients were invested. I started writing letters to CEOs on behalf of our clients after becoming fed up with the obsession I saw day after day from the financial media and Wall Street about the market’s daily ups and downs. I wanted to encourage more CEOs to take a longer-term view (as the best leaders already did) in order to create greater long-term value for our clients. Many people were surprised when I, the leader of a global investment firm, wrote in that same annual letter about the need for every company to focus not just on profit but also on purpose. Some people thought I was losing my edge and becoming a little “new-agey.” In fact, I was reflecting back what I had seen from years of talking to leaders of the best, most successful companies around the world. I was hardly the first person to observe the important role that purpose plays in building a company. Great business leaders as far back as Henry Ford built companies around compelling visions for what the company could contribute to all of its stakeholders, including shareholders. But in recent years, as society has raised its expectations for business, the importance of corporate purpose has grown dramatically.

During the 1980s and 1990s, many thought that a company’s purpose was simply to turn a profit, sometimes without regard for the impact on the communities where it operated or even its own employees. In recent years, however, great companies—those that create significant value over an extended period of time—increasingly are guided by something much deeper, a purpose that extends beyond profit. Purpose creates a unifying vision for all of a company’s stakeholders, including its employees, customers, partners, and shareholders. It drives ethical behavior and creates an essential check on actions that go against the best interests of stakeholders. Finally, it’s a powerful driver of culture, providing a framework for consistent decision-making throughout an organization, which ultimately helps sustain long-term financial returns for the company’s shareholders.

Some believe that there is an inherent tension between purpose and profit, that they are located at opposing ends of a spectrum. But as I wrote in my letter, “Purpose is not the sole pursuit of profits but the animating force for achieving them.” I see this vividly when it comes to attracting and retaining the best talent and building relationships with partners and customers. Increasingly, employees and clients require a clear expression of purpose, and they want to see that purpose align with their values. This is clearest among younger people. We see in our own firm that the most talented young data scientists and software engineers want to work at a company whose purpose motivates and inspires them. In this book, Ranjay challenges the notion that purpose somehow exists in opposition to profit, or that it somehow entails building long-term value at the expense of short-term results.

Everything we do—whether it’s designing a new product or pursuing an acquisition—aids our purpose of helping more and more people experience financial well-being. Our work over many years on retirement and making investing easier and more accessible, and, more recently, advancing sustainable investing, all deliver on our purpose.

People deserve financial security across their lifetimes. We act as a fiduciary, investing on behalf of doctors, nurses, and firefighters so that they can experience financial well-being in retirement. Having a secure retirement is not a foregone conclusion, especially here in the US. To save adequately for retirement, individuals and fiduciaries like BlackRock that manage their assets need to think over a thirty- or forty-year time horizon. In short, preparing for retirement requires long-term planning, which is core to our purpose. Similarly, we’ve spent years working to make investing easier and more affordable by offering low-cost ways to invest, because we believe this is so fundamental to helping more people experience financial well-being.

Finally, our focus on advancing sustainable investing is deeply rooted in our conviction that it delivers better outcomes for investors. The climate crisis is having very real effects on the planet, generating increasingly severe weather events, flooding, and wildfires, and over time that will drive shifts in asset valuations. It is also creating opportunities as governments, investors, and consumers look for new technology that will power affordable, renewable energy sources. If we fail to take these realities into account, we will fail our investors, our clients, and our communities.

Articulating a clear purpose is the easy part. It’s the how that’s always the most challenging element for CEOs and other business leaders. Creating durable value for multiple stakeholders while also delivering for shareholders and clients is often a Herculean task. You need a framework for making difficult tradeoffs and the ability to mobilize people both inside and outside your company. All too often, well-intentioned leaders make short-term tradeoffs at the expense of embedding purpose deeply in the organization.

When I articulated the connection between sustainability and our purpose with my colleagues, a team from across the firm came together and said, “We want to do this, and we need to move even faster.” It was one of the proudest moments of my career. My colleagues mobilized our talent in a way that went far beyond my expectations. They created a clear strategy for how to deliver value for all of our stakeholders, including our shareholders, our clients, our employees, our communities, and the planet. Climate risk is investment risk has become something of a mantra at BlackRock, and our leaders are generating greater value—and reducing risk—for our clients as a result. They’re building new models to help our clients and investors quantify the changes happening to asset valuations, they’re working with company boards on their long-term strategy to transition to a low-carbon economy, and they’re creating new funds to bring private capital into emerging markets to finance sustainable infrastructure. They are living our purpose.

My appreciation for those who dedicate themselves to a purpose and take a long-term view has only deepened over time. Clearly articulating our purpose has given BlackRock a voice in the world and helped to drive our success through the decades. That’s why I find this book so interesting. It communicates in a tangible way what has always been a guiding principle for how great leaders have run businesses.

As I wrote in my most recent annual letter, “The more your company can show its purpose in delivering value to its customers, its employees, and its communities, the better able you will be to compete and deliver long-term, durable profits for shareholders.” As the evidence increasingly shows, a purpose encompassing multiple stakeholders yields stronger financial performance. Ranjay argues that leaders can and must orient themselves toward delivering long-term value. The best paradigm available for doing so is that of purpose.

But delivering on one’s purpose for multiple stakeholders means reshaping a business’s core operations. To realize purpose’s promise and to create long-term value, Ranjay argues, companies must go deeper than “convenient purpose.” It’s not enough to articulate a purpose, you need to do the hard work of delivering on it, too, which is of course the major challenge for any leader. As Ranjay observes, the problem isn’t one of wrong intentions on the part of business leaders. Rather, they find it an overwhelming task because they don’t understand what a deeper pursuit of purpose is and how to execute it.

If this is a challenge you’re facing, you will find this book extremely valuable. Deep Purpose is at once inspirational and pragmatic. Cutting through the miasma of writings about purpose, Ranjay offers us a powerful new way of thinking. It starts with a deeper understanding of what purpose is and the tradeoffs entailed in bringing it to life. Analyzing companies across many industries and geographies in search of best practices, Ranjay has arrived at a number of profound insights on how to discover your purpose, embed it into your organization, and sustain it over time.

Ultimately, Ranjay argues that leaders must make quite a big leap if they are to go from talking about purpose to truly absorbing and actualizing it. Deep purpose is an ongoing process to which leaders must commit with all of their heart and soul. It must serve as an operating system for the entire organization as well as a strategic compass for decision-making. A tall order, for sure, but the benefits for stakeholders, for leaders themselves, and for society are enormous.







Preface

I was once skeptical about purpose, dismissing it as one of those inspiring but trivial topics that leaders raise in company speeches or annual reports. On the question of companies yielding social benefits, I bought into the classic liberal argument that companies operating in free markets will naturally serve the public interest. The market’s invisible hand would of course make everyone better off. If I simply focused on helping businesses succeed financially, I thought, I’d put them in a position to do good for society.

These attitudes came under strain in 2013, when extremists bombed the Boston Marathon, killing three and injuring hundreds. My students at Harvard, high-potential senior executives hailing from countries around the world, were devastated and organized a fundraising drive for the survivors. That felt good, but the students weren’t satisfied. They wondered why businesses and leaders only behaved benevolently in times of crisis. Why couldn’t leaders give back as part of their daily work? And what could my colleagues and I teach them about how to do business differently—how to build thriving, purpose-driven companies that at once served shareholders and society? Why, ultimately, did their companies exist? Surely it wasn’t just to fill investors’ pockets.

My students’ questions prompted me to look inward and reexamine some of my earliest experiences of business. In 1972, my mother lost her job teaching at the American School in New Delhi, and my parents divorced. Uncertain how to support herself, she did something risky. Instead of immediately seeking a new job, she spent her entire savings on a flight to Paris. There, she showed up unannounced at the offices of major French fashion brands with a suitcase full of samples and tried to interest them in her handmade Indian garments.

My mother had long admired Indian fashion, wearing traditional garments along with Western styles to signal pride for her heritage. While pursuing a master’s degree in anthropology, she took summer trips to Greece, where other students inquired about her Indian clothing and expressed interest in purchasing it. Indian law forbade her from taking more than the equivalent of $50 out of the country, so to help support herself on these trips, she took along handmade garments with village designs and sold them. But it was one thing to impress a few classmates. Would trend-makers in the global fashion capital snap up my mother’s garments? They did, and a thriving business was born. Within a few years, my mother’s company directly or indirectly employed over one thousand people.

Although my mother didn’t articulate it in these terms, she grew her company not just to earn a living but to realize a social purpose. Outsiders tended to disparage rural people as primitive, but she knew they possessed a strong, vibrant culture, a keen and sophisticated aesthetic sense, and an enviable proximity to nature. Her company’s implicit purpose was to connect Western consumers with rural Indian village handicrafts in a way that enriched both communities.

Western consumers benefitted by gaining a deeper awareness of humanity and its diversity. Indian villagers benefitted because my mother sourced her products locally, loaning money to impoverished villagers to set up manufacturing facilities, which in turn provided jobs and created wealth. If you asked my mother if she was running a business, she would respond that of course she was, but she would also always allude to her broader purpose. That, I gathered, was her deepest motivation. It was the hidden operating principle informing her business and driving her success.

Remembering my mother and her business in the wake of the Boston Marathon bombing, I began to wonder if the concept of purpose—defined as a mission or reason for being that potentially has some kind of social dimension to it—could serve leaders as a general approach for operating a business that was at once profitable, high performance, and impactful. At the time I was collaborating on a book about how companies implement sustainability programs, and I was surprised to learn that corporate initiatives in this area often delivered handsome profits. Observing that certain purpose-driven firms had pursued such initiatives even in situations when the economics didn’t look terribly compelling at first, I began to wonder whether firms in general could successfully pursue both commercial and social goals at once. If anything, perhaps a more ambitious focus would even enhance financial performance.

Investigating this hypothesis, I found that scholars had been hovering around this topic for years, trying to understand how purpose affected performance. Although scholars didn’t know exactly how to measure purpose or how to distinguish its impact from those of other factors, the research findings were suggestive. As far back as the early 2000s, a review of ninety-five studies revealed that a majority “point to a positive relationship between corporate social performance [which some might take as a proxy for purpose] and financial performance.”1 Since then, a steady stream of academics and consultants have studied purpose’s impact using surveys and other archival measures. One study of fifty companies in three sectors found that those scoring high on a measure of purpose tended to rank higher in total shareholder returns (TSR).2 Another study of almost five hundred executives found that organizations that prioritized purpose were more likely to see revenue growth of more than 10 percent over three years.3

Again, these studies were suggestive—none of them claimed to have shown definitively that purpose drives financial performance. But my own direct observations pointed to such a conclusion. Looking at small, fast-growth entrepreneurial ventures, I noticed that regardless of their industry a number of them were intensely purposeful enterprises. The founder embodied the purpose, defining it either implicitly or explicitly. Everyone understood it, and employees and customers were attracted to and animated by it. Conversely, as I observed large, successful companies falling into decline, I noticed that their demise seemed to occur because they lost a sense of purpose, to the point where work became a grind and employees viewed their jobs dispassionately and transactionally.

Eager to unpack the intriguing connections between purpose and performance, I undertook a painstaking study of companies across industries and geographies that have gone unusually deep with purpose (for details, see appendix). As I found, these firms treated purpose as an existential intention that informed every decision, practice, and process. They adopted purpose as their operating system, perceiving it as a vital animating force with near-spiritual power. As a result, they navigated the tumultuous terrain of multi-stakeholder capitalism far more adeptly than most, increasing value for all stakeholders, including investors, over the long-term. The passionate embrace of purpose unleashed a range of benefits, including better strategy-making, a highly engaged and passionate workforce, and tremendous loyalty from customers, suppliers, and other external partners.

My interviews with well over two hundred executives across eighteen firms revealed the secrets of these companies—not the usual facile frameworks, but new ways of thinking about business that allow leaders and companies to operate with heightened passion, urgency, and clarity. By learning to practice the discipline I call “deep purpose,” you can empower your business to thrive financially and organizationally while unleashing its full potential as a force for good. Your company can come to represent humanity’s best hope, leaving a lasting legacy for future generations. You can create a business that possesses not just physical assets or people, but the missing element behind both exceptional performance and social impact: a perceptible, energizing soul.

I’ve written this book because I believe that purpose provides new answers to companies and leaders struggling to achieve superior performance amid unforeseen crises and disruptions. At a time when many of the world’s largest investors (pension funds, insurance companies, sovereign wealth funds, and so on) increasingly look for performance spanning decades not quarters, I want to show you how to resist the siren’s song of a short-term, performance-at-all-costs mentality and instead create an upward spiral of performance inspired by purpose. As BlackRock’s CEO Larry Fink has observed, “The more your company can show its purpose in delivering value to its customers, its employees, and its communities, the better able you will be to compete and deliver long-term, durable profits for shareholders.”4

This book shows you how to deliver those durable profits by truly embracing deep purpose. It demonstrates, in fact, that long-term value and short-term performance need not be as oppositional as leaders often presume. Short-term performance obviously matters, but not to the exclusion of a firm’s long-term interests. Contemplating long-term value broadens your perspective, naturally prompting you to consider the interests of multiple stakeholders. Purpose, which as we’ll see is rooted in a multi-stakeholder view of business, can thus serve as the foundation of long-term strategic thinking. As Carmine Di Sibio, global chairman and CEO of the global professional services organization EY (formerly Ernst & Young), told me, “To really have a long-term strategy, you have to have a purpose. It’s all interconnected and you can’t have one without the other. Strategy is based on clients, on people, on society. A purpose incorporates these stakeholders.”5

By facilitating a long-term focus, purpose has broader implications for the future of capitalism. In recent decades, our system’s traditional moral center has been hollowed out. Influenced by thinkers like Milton Friedman, leaders have turned firms into arid, unfeeling places fueled by the narrow pursuit of profit. Externally, the profit imperative has exacted a heavy toll on planet and people. But times are changing. Following the example of earlier generations of purpose pioneers such as Paul Polman at Unilever and Yvon Chouinard at Patagonia, enlightened voices have embraced the concept of stakeholder capitalism and sought to develop common metrics to make it a reality (consider, for instance, the efforts of the International Business Council at the World Economic Forum, chaired by Bank of America CEO Brian Moynihan). We’re at a “reset moment,” it appears, when new opportunities have opened to remake capitalism’s operating norms globally. We’re also at a sobering, do-or-die moment: if we don’t make profound changes now, humanity risks suffering through violent upheaval and even extinction because of economic, environmental, and political crises of its own making.

Although purpose receives airplay in conversations about reimagining capitalism, we still haven’t taken enough time to understand what a serious pursuit of purpose really entails and how it might enhance businesses commercially and socially. I hardly wish to minimize government’s crucial role in reforming capitalism as regulators of markets. But I do hope that this book will inspire companies to take more responsibility for our collective welfare, embracing a noble purpose as an organizing principle. Deep purpose companies have pioneered a way to reinject passion, meaning, identity, and an abiding sense of community into the enterprise. They’ve enlivened themselves by re-moralizing their operations, imbuing them with a renewed sense of social responsibility that in turn magnifies the social and financial value they create.

This book is a guide for every leader who has wondered about how to make their company more purpose-driven. Based on my field research, each chapter describes several conceptual discoveries I made about purpose, offering lessons from deep purpose leaders that you can use to better orient your business around a reason for being. The first three chapters examine powerful ways that deep purpose leaders think about purpose, while chapters 4 through 7 explore key actions leaders take to define and embed a reason for being so that it truly drives performance. These actions include linking purpose to the company’s history, communicating purpose more effectively, connecting personal and organizational purpose, and supporting purpose by injecting more autonomy and collaboration into the organization. Chapter 8 describes several traps that cause purpose to erode over time, presenting techniques deep purpose leaders deploy to keep their companies on the right track.

Let these leaders inspire you, as they have me. Learn from them about how to organize with more urgency and meaning. Your company can rethink purpose, developing it as a new foundation for galvanizing people around a set of goals. Your company can cultivate an existential awareness that unifies and guides the enterprise, energizing stakeholders and enlivening all areas of the business, including culture, strategy, brand, and operations. Most fundamentally, your company can dedicate itself to perpetually asking and answering Thoreau’s question: “What are you industrious about?”







Chapter 1

What Is Purpose Really?






Most leaders think of purpose functionally or instrumentally, regarding it as a tool they can wield. Deep purpose leaders think of it as something more fundamental: an existential statement that expresses the firm’s very reason for being. Rather than simply pursuing a purpose, these leaders project it faithfully out onto the world. In their hands, purpose serves as an organizing principle that shapes decision-making and binds stakeholders to one another.






If you’ve got a sweet tooth, you might be a fan of the legendary entrepreneur Forrest Mars Sr., mastermind of products like the Mars bar, M&M’s chocolate candies, and Twix bars. The company Mars’s father founded and that his descendants now own, Mars, Inc., is one of the largest privately held firms in the United States, with 2019 revenues of $37 billion and consumer brands in a number of categories, including chewing gum (Wrigley), ice cream (Dove bars), pet food (Whiskas), and pet hospitals (Banfield).

Mars apparently was a tough-minded businessman who sought to squeeze out every last bit of profit from his business. “He was legendary for his extreme temper, and his fanatical behavior,” one journalist remarked.1 At some point, and for reasons that remain murky, Mars’s perspective seems to have shifted and he became, dare I say, a man of purpose.

In 1947 Mars wrote an internal communication stating that the company existed “to promote a mutuality of services and benefits” among diverse stakeholders, ranging from consumers to employees, suppliers, and shareholders.2 Mars clarified that “this expresses the total purpose for which the Company exists—nothing less” and stated his expectation that managers, the board, and employees “will be motivated by this basic objective, and will keep it constantly in mind as the guiding principle in all their work for the company.” Although Mars’s statement doesn’t reference communities or the planet as stakeholders, it remains an early and powerful expression of multi-stakeholder-oriented business.

In reflecting on Mars’s memo, you might wonder what an organizational purpose is precisely. The most compelling purpose statements among the hundreds I’ve reviewed have two basic and interrelated features. First, they delineate an ambitious, longer-term goal for the company. Second, they give this goal an idealistic cast, committing the firm to fulfillment of broader social duties.3 Transcending the selfish pursuit of profit or commercial advantage, the best purpose statements call upon organizations to render service to society or humanity in some way. Throughout this book, I’ll refer to purpose in the deepest sense as embodying these two dimensions—a goal that not just animates but elevates via the call to a higher, socially oriented duty.4 We can interpret Mars’s statement of mutuality as such a purpose, for it calls upon the company to deliver benefits for multiple players in its ecosystem, not just shareholders.

It’s unclear how far this memo galvanized Mars’s employees and leaders to extend a “mutuality of services and benefits” to stakeholders. We do know that in 1983 Forrest Mars’s children promulgated five principles that, as the present-day Mars website says, “form the foundation of how we do business today and every day.”5 The most recent version of this document, which one observer called a “bible of corporate rectitude,”6 includes one principle that seems to reference Mars’s original memo, reading, “We base decisions on mutuality of benefit to our stakeholders.”7 Other principles evoke the company’s intention to behave responsibly, deliver high quality, operate efficiently, and maintain financial independence, all with the goal of helping to “build a better world for generations to come.”

In recent years, Mars has become increasingly transparent and vocal about its purpose. During the 2000s and 2010s, reportedly under the influence of Mars family members and company chairman Stephen Badger, Mars sought to breathe new life into the concept of “mutuality,” developing it into a business philosophy that companies everywhere could embrace.8 The company took steps to make the five principles part of the culture at the company, posting them on the walls of its facilities and disseminating a booklet about the principles to every employee.9

Mars also adopted a formal purpose statement that emphasizes social good as a core part of doing business: “The world we want tomorrow starts with the business we build today.”10 The company reconfigured its brand around its purpose, creating the new role of global corporate brand and purpose director. But does Mars actually deliver on its purpose of creating a “better world”?

The answer is “yes, but . . .” Over the past decade, Mars took many steps to provide value for multiple stakeholders, in many cases emerging as an industry leader. The company’s “What’s Inside” labeling program voluntarily disclosed information about its products’ nutritional features, including fat, sugar, and calories. Mars became a leader in sustainability, adopting in 2008 its “Sustainable in a Generation” plan. In 2014, the company announced plans to build a wind farm that would provide enough power to run all of Mars’s US operations.11 In 2017, Mars devoted $1 billion to its sustainability initiatives.12 The company also embarked on a plan to slash two-thirds of its emissions across its entire value chain by 2050.13 Other initiatives included an “Economics of Mutuality” research program funded by the company’s think tank and an accelerator to help nurture new, socially minded food companies.14

Mars hasn’t just pursued its purpose peripherally—it has embedded it into its organization and reimagined its core operations to help create “the world we want tomorrow.” Still, the company’s transformation into a purpose-driven business is far from complete for a simple reason: the company still derives a great deal of revenue from selling unhealthy foods.

Defenders of Mars might contend that candy bars have social value because they satisfy people’s need for fun and pleasure. Be that as it may, many people would have trouble squaring the provision of treats with Mars’s lofty goal of making the world a better place. If Mars were really considering “every business decision through the lens of whether it is helping establish the tomorrow we want to create,” it would be making one decision above all, weaning itself off its reliance on confectionary sales and replacing these businesses with healthier ones.

Is it hard for a company to abandon successful products? Absolutely. But until Mars infuses its purpose more deeply into its strategy and shifts its portfolio of products accordingly, its commitment to a higher cause will seem less authentic and meaningful than it otherwise might.

Convenient Purpose

In truth, any number of firms adopt idealistic purpose statements, take a range of actions to serve society, and yet continue to sell products and services that cause serious harm to stakeholders. Depending on your moral perspective, firms that sell fossil fuels, tobacco, alcohol, junk food, weapons, and some social media services all fall into this category. These companies practice what I call “convenient purpose.” They articulate a core reason for being (usually framed as either a purpose or a mission statement) that extends beyond the pursuit of profits. Like Mars, the best of them take strong action to enhance communities, improve the lives of customers and employees, or benefit the planet. But their commitment isn’t sufficiently strong or broadly conceived to lead them to part with socially questionable, “cash cow” businesses.

We can discern other varieties of convenient purpose companies. Unlike Mars, some companies exploit a high-minded reason for being (as well as similarly high-minded mission, vision, and values statements) as cover to pursue egregiously selfish goals or even criminal activity. We can think of this as purpose-as-disguise. Elizabeth Holmes, the disgraced founder of the diagnostics firm Theranos, proudly proclaimed her belief that “you can build a business that does well by doing good,”15 while Theranos itself articulated a lofty-sounding mission: “to facilitate the early detection and prevention of disease and to empower people everywhere to live their best lives.”16 That didn’t stop Holmes from perpetrating a multibillion-dollar fraud that as of 2021 had her facing criminal charges. Other scandal-plagued companies like Purdue Pharma, Turing Pharmaceuticals, and Enron have also pulled from the purpose-as-disguise playbook, using lofty language to mask questionable, if not nefarious, conduct.

The vast majority of firms that don’t sell arguably harmful products or aren’t criminal enterprises likewise practice convenient purpose. Some practice what I call “purpose-on-the-periphery”: they adopt a purpose statement and take steps to deliver on it, only to treat these efforts as secondary to their core businesses.17 They divide their efforts into “doing good” through purpose-driven corporate social responsibility (CSR) and “doing well” through their core businesses, perceiving these as separate. They give themselves a pass on reimagining their businesses to serve a higher purpose, thinking it’s enough that they return some social value in the form of charity on the side. They fail to transform their operations to become more purpose-driven—more sustainable, more beneficial to local communities, more valuable to employees, and so on. Many convenient purpose companies practicing purpose-on-the-periphery also fail to engineer creative new products or services that serve a higher purpose while also generating profit. These companies take maximizing shareholder value as their primary measure of success, giving back just enough to maintain a veneer of respectability.18

In addition to firms that practice convenient purpose by treating their reason for being as peripheral, others fall short in a less obvious way. Some leading-edge firms aspire to re-engineer their core businesses to deliver value for both shareholders and society, what they describe as “win-win” solutions. In a seminal 2011 article, Michael E. Porter and coauthor Mark R. Kramer introduced the concept of “shared value,” which begins by recognizing that “societal needs, not just conventional economic needs, define markets, and social harms can create internal costs for firms.”19 Instead of writing off social harms as externalities for government to handle and regarding social imperatives as constraints or taxes on the business, the notion of shared value holds that companies’ policies and practices must contribute to both social and economic objectives at once.

Firms in many cases have misconstrued these powerful ideas, aiming only for the sweet spot where social and economic value intersect. In a practice I dub “purpose-as-win-win-only,” they focus exclusively on seeking creative solutions that overcome seeming dilemmas—desirable, win-win solutions that maximize both profit and social good. This application of shared value has an inherent appeal: you need not make tough tradeoffs when you operate in a world where you can simultaneously discover both social and economic value. This extreme view of win-win regards business as a magical place where you can always be your best self and satisfy shareholders. John Mackey and Raj Sisodia seem to articulate such a position with their notion of “conscious capitalism.” Conceiving of the various stakeholders as composing a single, broader system, they suggest that businesses must fuse “doing good” with “doing well,” arriving at integrative solutions that expand the overall pie and benefit all stakeholders simultaneously.20

Leaders of firms that pursue purpose-as-win-win-only are far ahead of their peers, pushing purpose into the core of what their companies do. But as we’ll see in the next chapter, they still don’t do it as fully as they might. Companies exclusively pursuing win-win solutions tend to deliver on their purposes only to the extent that a perceived win-win is possible—which it often isn’t. Forced to choose between financial performance and social good, leaders at these firms usually wind up operating the enterprise for shareholders’ primary benefit. Although these leaders strive to serve society, they tend to perceive shareholder value as a performance baseline or nonnegotiable, and social value and purpose as (sometimes) negotiable. They limit their pursuit of social value projects to those where the economic payoffs are also clear. To this extent, we can describe these firms’ commitment to purpose as “convenient.”

As my analysis suggests, practitioners of convenient purpose are not morally equivalent. We can and should rank these companies relative to one another. On the bottom level we can place the Theranoses of this world, companies that exploit social purpose for clearly nefarious ends. Next, we can place companies that relegate purpose to the periphery of their operations, whether because they sell inherently harmful products (depending on your moral viewpoint) or because they follow a conventional approach separating CSR from their core operations.

At the highest level of convenient purpose, we find companies that practice purpose-as-win-win-only. Committed to transforming capitalism, these companies embrace a multi-stakeholder approach, consciously seeking to go beyond CSR. They energetically pursue business opportunities that deliver value for society and shareholders. But despite their ardent commitment, they often can’t innovate perfect win-win solutions. In these instances, the financial performance of the company or its ability to deliver for customers trumps a focus on other stakeholders. Rather than prioritizing social value, these companies revert to business as usual, reasoning that as businesses they must operate for the primary benefit of shareholders. They often adopt a portfolio mindset, aligning only a small portion of their business with their purpose—the parts that lend themselves to win-win opportunities. They strive to grow this portion, but only when the opportunities to do so become obvious. In this way, they pursue convenient purpose, despite their best intentions and enlightened mindset.


[image: image]
Figure 1: Three Levels of Convenient Purpose



The prevalence of convenient purpose in all its forms has spawned cynicism not just about purpose, but about capitalism’s broader ability to reform itself and tackle existential problems like climate change, inequality, and racial justice.21 I’ll spare you the usual statistics about the decline of public trust in business, particularly among young people. We all know that capitalism and individual companies have an image problem, and that public professions of purpose often appear as little more than public relations exercises. One witty observer likened purpose-talk to high-minded “yoga babble”—“as if my yoga instructor went into investor relations.”22 What we don’t acknowledge openly enough is that companies and leaders bear responsibility for such cynicism by treating their commitment to purpose and by implication social value as a matter of convenience.

In August 2019, the Business Roundtable, a highly influential group comprising CEOs of the largest, most powerful companies in the United States, issued a “Statement on the Purpose of a Corporation” that committed signatories to serve not just shareholders, but an array of stakeholders, including customers, employees, suppliers, and communities. “Each of our stakeholders is essential,” the statement read. “We commit to deliver value to all of them, for the future success of our companies, our communities and our country.”23

You might think that corporate leaders, alert to the importance of purpose and determined to deliver on it, rushed to revolutionize their companies’ operations. Not exactly. As one journalist sourly observed on the first anniversary of the Roundtable’s statement, “There have been few signs that major corporations have taken real steps to serve nonshareholders that they wouldn’t have taken without outside pressure, whether from public opinion or government regulation.”24 Some companies raised minimum wages for their employees, but only to meet current government requirements or as an attempt to head off future mandates. Despite the Roundtable’s statement, some companies continued to mobilize against environmental regulations, just as they always had. To some observers, the Roundtable’s statement was ultimately a publicity move instead of “the harbinger of a major change.”25

An Alternate Paradigm of Purpose

For capitalism’s critics, the prevalence of convenient purpose is hardly surprising. In their view, executives, shareholders, and other insiders might advocate for the reform of capitalism, but they remain bound to an inherently exploitative system in which they retain privileged positions. These insiders will reform capitalism superficially, but they will always decline to make changes that diminish their own financial fortunes and alter society’s balance of power. If change is to come, government must regulate companies, exercising a check on capitalism’s excesses and ensuring that companies really do serve the public good.26

I strongly favor government regulation to curb capitalism’s excesses. I don’t believe we must conduct a broad-based, sweeping reform of the entire system, as some have suggested.27 But I do think we should embrace purpose as part of a larger agenda that includes some institutional reform of capital markets and corporate legal frameworks. CEOs don’t operate in a vacuum, and many won’t just take socially beneficial actions on their own. They require external incentives and constraints to keep them on that path in sufficient numbers to benefit all stakeholders in the long run. At the same time, regulatory reform won’t solve every problem. To achieve maximal change, we must also call upon companies to reform themselves and give them powerful conceptual tools to operate for the benefit of a full range of stakeholders. In addition, we must wield regulation as an option if businesses fail to take action on their own. Ultimately, we stand to obtain the best results for society if we couple the “hard power” of regulation with the “soft power” of internal, purpose-driven change.

Companies can deliver exceptional value to stakeholders and elevate themselves beyond a merely commercial logic by energetically and inconveniently pursuing a reason for being. It’s essential to pursue shared value, but companies can deliver it more completely by going further and starting with purpose as the foundation. Rather than dismissing capitalism’s ability to reform itself, the most responsible and productive course, it seems to me, is to convert the mass of partially engaged companies, helping them transform into true devotees of purpose.

When I talk to leaders, I find that most of them want to be converted. They like how it feels at moments of crisis when they or their companies step up and help people. Why, they ask, can’t we do this all the time? But they don’t understand how to get purpose right—how to deliver on it so that it’s more than some nice-sounding words on a web page. It’s no surprise that a 2019 McKinsey study of employees found that 82 percent agreed that company purpose was important, but only 42 percent felt that “their organizations’ purpose statements drive impact.”28

My study of deep purpose companies, undertaken primarily between 2019 and 2021, revealed that these firms adopted purpose more fully than their peers because they understood better how to embed and activate it. What distinguished these companies weren’t just executional tactics or even broader strategies. These companies had a qualitatively different way of understanding and approaching purpose. Self-consciously or not, leaders at deep purpose companies regarded purpose more expansively and, frankly, in a more elevated way than other executives.

Most leaders think of purpose as, in essence, a tool they can wield. Some focus on the world outside the enterprise, thinking of purpose as a means of building brands and enhancing reputations. Others are more internally focused, regarding purpose as a means of shaping culture and engaging employees. This instrumental notion of purpose is so ingrained that leaders, companies, and consultants often incorporate it into their very definitions of purpose. They further retain an instrumental mindset when considering how to embed purpose into an organization, inventing yet another set of tools, frameworks, or formulas that leaders can use. The logic goes like this: “Want to build a high-performing, beloved organization? Embrace purpose. Want to embrace a purpose? Do A, B, C, and D.”

There is nothing wrong with treating purpose as a tool. As we’ll see in chapter 3, purpose is immensely useful as an instrument of value-generation. And deep purpose leaders understand purpose’s instrumental value more fully than most leaders, reaping performance gains from purpose more fully as well. But deep purpose leaders ultimately don’t conceive of purpose as a mere tool. To them, it’s something more fundamental: an existential statement that defines the firm’s very reason for being.

Starting with that simplest of questions—what’s a business for?29—deep purpose leaders frame this statement as the ultimate basis for understanding the enterprise, its identity, and its activities. As the psychologist William Damon writes, “Purpose is a stable and generalized intention to accomplish something that is at the same time meaningful to the self and consequential for the world beyond the self.”30 Similarly, deep purpose leaders orient their organizations existentially around the “North Star” of purpose, articulating a conscious intent to conduct their business in a more elevated way. Purpose in their minds is a unifying statement of the commercial and social problems a business intends to profitably solve for its stakeholders.








A DEEPER WAY TO THINK ABOUT PURPOSE

Purpose is a unifying statement of the commercial and social problems a business intends to profitably solve for its stakeholders. This statement encompasses both goals and duties, and it succinctly communicates what a business is all about and who it’s intended to benefit.






The concept of intent seems simple enough. When we act with intent, we don’t behave indiscriminately, but rather deliberately, even mindfully. Look a bit deeper, though, and you realize that intent is actually quite a profound concept related to self-knowledge and higher awareness. When we act with intent, we behave with urgency, commitment, energy, and focus, basing our behavior on a keen and often hard-won sense of who and what we are.

Most major religions think of intent this way. In rabbinic Judaism, the word kavvanah roughly translates as “directed intention,” what one authority has described as “a state of mental concentration and devotion.”31 In Eastern philosophies, the Sanskrit word dharma translates as “pillar,” but it also signifies purpose. In this regard, one observer connects it with intention: “Following our dharma in the deepest sense means that all of our thoughts, intentions, words and actions support our highest purpose. We’re not merely acting out of a sense of duty or obeying the laws set down by society but are behaving in integrity with our spiritual purpose.”32

For the deep purpose leaders I studied, purpose was a deeply felt intention that defined how they conducted business. These leaders had a sense, sometimes articulated and sometimes not, that their purpose originated inside them. These leaders knew some truth or had some vision they wanted to realize, and they approached business as the vehicle for accomplishing that. They didn’t simply pursue purpose but rather felt, understood, and committed to their purpose and then projected it faithfully out onto the world. They radiated their purpose very much like prophets or artistic geniuses beaming divine revelation.

At many younger, fast-growth companies, business intent is so ingrained and faithfully radiated that leaders need not articulate it formally. Everyone understands the purpose, takes it for granted, and acts on it. This was the case at one firm I studied, Gotham Greens. If you shop at Whole Foods Market, you probably know the company’s products: fresh, high-quality, pesticide-free produce grown in urban greenhouses using advanced hydroponic farming techniques. In 2020, a little over a decade after its founding, Gotham Greens ran 500,000 square feet of greenhouses, with facilities in New York City, Chicago, Denver, Baltimore, and Providence, distributing fresh lettuces, herbs, and value-added foods like sauces and dressings to over forty US states.33 One of the company’s Chicago facilities occupied a former steel mill; in Providence, Gotham Greens remediated a brownfield to build its greenhouse on a site that had once been a General Electric light bulb component factory; and its initial facility was located on the rooftop of a Brooklyn building that had formerly housed a bowling alley.34 The company’s facilities recirculate water, using 95 percent less of it than conventional farms, while also using 97 percent less land. Impressively, the company delivers this social value while succeeding commercially. It turned a profit during its very first year and has since grown rapidly, with plans to expand nationally. As of 2020, it attracted $130 million in investment and won awards including a mention on Business Insider’s “50 Coolest New Businesses in America” list.35

On its website, Gotham Greens describes its area of focus as creating “new ways to farm, produce local food, revitalize communities and innovate for a sustainable future.”36 The website doesn’t identify these words as a purpose, but they conform to the company’s reason for being as Viraj Puri, Gotham Greens’ cofounder and CEO, described it to me. And yet, the company doesn’t promote this purpose methodically throughout the company. Adherence to a purpose or a mission arises naturally as leaders and teams operate the business. In company communications, Puri says, “Just by default we’re talking about some of the positive impacts that we’re making. So when we talk about how much produce we’ve grown and sold, we also typically talk about how much land and water we’ve also saved using our production methods.” The purpose is universally understood within the company, naturally permeating the organization’s “entire DNA,” and it isn’t “something we have to write on every wall and remind our team of every minute.”37

Gotham Greens could radiate its intention to serve society and function profitably in part because its founding team framed this intention at the outset. As Puri told me, he and his two partners, cofounder and CFO Eric Haley and Chief Greenhouse Officer Jenn Frymark, all firmly aligned around the idea of building a viable business dedicated to sustainability and urban agriculture. This intention ran especially deep for Puri, overlapping with his own lifelong personal purpose. Describing his connection to the business, he revealed that from a young age he had “always been drawn to sustainability and held a deep appreciation for natural resources and what the earth provides.” This moral imperative to protect the planet became solidified during a year he spent volunteering with an NGO in India near the border with Tibet.

Today, this existential awareness radiates outward into the company and its operations. “I say this with no hubris, but, at our core, Gotham Greens is a visionary company,” Puri said. “So part of our DNA is to think about what’s possible and see if we can do it,” taking into account of course the need to turn a profit for investors (a tension we’ll explore in the next chapter). Although Puri acknowledged the difficulty of measuring it objectively, he described the company’s purpose as “a sense and a spirit that sort of permeates the organization.”

As the example of Gotham Greens suggests, treating purpose as an inner intent projected faithfully onto the world has implications for the specific ambitions that companies embrace as their reason for being. It’s hard to feel burning intent or commitment if your goal is only marginally ambitious or beneficial to others. As I found, the fiery commitment that deep purpose companies had toward their purpose usually tied back to a reason for being that was clearly noble, elevated, and far-reaching. While companies that pursued purpose conveniently often embraced commercial goals (as ambitious as those might be) as their reason for being, deep purpose companies devoted themselves existentially to goals that clearly embraced but also transcended a commercial logic and spoke to deep-seated moral values.

Connecting with a Company’s Soul

The intentional pursuit of a higher ambition had profound implications for organizing at deep purpose companies. Instead of overlaying purpose superficially over the organization, including onto parts of the business incompatible with the purpose, leaders and companies naturally infused it into all facets of the enterprise, including its strategies, core products and processes, and relationships with stakeholders. Purpose served as a fountainhead for meaning, the basis for what the organizational theorist Karl Weick described as “sense-making.” It was the prism through which you understood your place in the world, and that in turn shaped your actions and priorities. Purpose also gave rise to a field of meaning inside the enterprise, influencing how people saw and spoke about decisions, products, processes, initiatives, structures—everything. This field of meaning served as a context for action, including as it did a shared set of rules, conditions, assumptions, and emotions. Ultimately, the presence of a purpose caused an otherwise colorless panorama of commercial activity to burst out into brilliant hues, suddenly familiar, comprehensible, and, indeed, inviting to the beholder.

We might say that purpose served as an “organizing principle” for the business. Leaders often perceive strategy as the origin of all action, including the creation of structures and processes, but since purpose influences meaning creation in an organization, it precedes even strategy.38 In this sense, deep
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