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Abstract

Purpose-Led Companies do not exclusively pursue profit-oriented goals, but also orient their actions towards a “higher”
purpose. One example of this can be found in contributing to the achievement of social objectives. So far, only a few empiri-
cal studies analyze the opportunities and challenges associated with this approach. Accordingly, the present paper examines
this approach by means of expert interviews in nine companies. The interview partners evidently believe that, by means of
purpose-oriented management, their companies achieve both better financial performance and improved reputation, as well
as increased employee motivation. Nevertheless, problems are also identified, in particular the possible trade-offs with profit

targets, as well as conflicts due to contradictory stakeholder requirements.

Keywords Purpose-Led Company - Beyond profit - Corporate purpose

Introduction

“Purpose-Led Companies” not only focus on the earning
profits, but also orient their decisions and actions towards a
“higher” purpose. Thus, when presenting Vision 2020+, Joe
Kaeser, CEO of Siemens, explained that for the first time,
the company would be putting a purpose at the heart of its
strategy (Hopner 2018). Empirical studies have shown that
the above-mentioned example is not isolated, and that the
concept of Purpose-Led Companies is widely used in busi-
ness practice. In a survey of 474 executives, the Harvard
Business Review (2015, p. 1) concludes that 46% of the
companies surveyed established a strong sense of purpose.
Of the 20 from a total of 30 companies in the German stock
index (DAX) which participated in a study by Frondhoff and
Scheppe (2019), 18 defined a purpose.

The question therefore arises as to the reasons behind this
development. In a series of empirical studies, the (positive)
relationship to corporate success is addressed. Purpose-Led
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Companies, as the interviewed executives in the previously
quoted study of the Harvard Business Review (2015, p. 37)
estimate, have both more satisfied employees and customers,
and display a higher growth than exclusively profit-oriented
companies (see similar results from the EY Beacon Institute
2016; Accenture 2018). In addition, an increasing number
of stakeholders expect companies to embrace this concept
(Fontan et al. 2019, p. 81): “Even leaders who don’t believe
in it face pressure from board members, investors, employ-
ees, and other stakeholders to articulate a higher purpose”
(Quinn and Thakor 2018, p. 81).

However, it is still the case that not much is known about
the opportunities and challenges associated with Purpose-
Led Companies. So far, only a few empirical studies provide
more in-depth insights into opportunities that companies
associate with the purpose-related approach. Furthermore,
the challenges that may be associated with such an approach
remains somewhat unknown. This paper makes a contribu-
tion to the research on Purpose-Led Companies, and the
associated opportunities and challenges. In the following
section, a definition and the characteristics of purpose are
considered. This is followed by a description of the oppor-
tunities and challenges associated with this concept from
a business perspective. The next section provides an over-
view of previously published empirical studies, after which,
the methodology of the present study and the results are
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presented. This is followed by a discussion of the results and
a future research agenda.

Definition and Characteristics of Purpose

Despite the current importance of the concept for many
companies, there is still a rather vague understanding of
what is meant by Purpose-Led Companies, and there has
been no generally accepted definition emerging (Gartenberg
et al. 2019, p. 1; George et al. 2021; Hajdas and Kleczek
2021). One group of authors focuses mainly on the values
behind the products and brands of companies. Accenture
defines purpose as “The reason why something exists. For
companies, it is the foundation of every experience. It is the
underlying essence that makes a brand relevant and neces-
sary” (Accenture 2018, p. 6). A purpose does not always
have to be “pro-social” (Gartenberg et al. 2019, p. 3). Rather,
the aim is to show the purpose for which the company
was founded. A well-known example of this is Apple Inc.
(Kramer 2017).

A second group of authors have a slightly different
focus and do not primarily address company products or
services, but the entirety of the environmental and social
consequences of its actions. This interpretation of the term
has a close relationship to the concept of Corporate Social
Responsibility (CSR). According to the European Commis-
sion, CSR is defined as “the responsibility of enterprises for
their impacts on society” (European Commission 2011, p.
6). Zu (2019, p. 2) also refers to this connection: “I think
that the purpose revolution is the uninterrupted wave of
CSR revolution and debate of shareholder and stakeholder
theories” (see similarly Pruzan 2001, pp. 57-59; Steenberg
and Sharma 2020). However, such a combination of CSR

Table 1 Examples of corporate purpose

and purpose is also criticized, for example, by Pontefract
(2017), who emphasizes that CSR is a crucial component of
an organization’s business ethos, but not its purpose.

This paper follows the definition of Henderson and van
den Steen (2015, p. 327), according to which a purpose is “a
concrete goal or objective for the firm that reaches beyond
profit maximization” (see similarly Bartlett and Goshal
1994, p. 8). However, this is not about individual activi-
ties, such as donations or sponsoring, but about the “raison
d’étre” (Dahlmann et al. 2020, p. 1) of a company, which is
at the heart of its activities and provides a background for
all its activities. Table 1 shows examples of very different
purposes.

A broad spectrum of purposes can be observed in practice
and in theory. In startups, the formulation of purpose is often
directly linked to the founding of the company (Rode and
Vallaster 2005, p. 132; Kautonen et al. 2020). In established
companies, there is often a return to the goals that the com-
pany pursued when it was founded (Oechsle and Henderson
2000, p. 76).

Opportunities and Challenges Confronting
Purpose-Led Companies compared
to Traditional Companies

In the literature, the pursuit of a purpose is primarily asso-
ciated with various opportunities for companies. It is usu-
ally argued that the implementation of a purpose enhances
corporate performance (Fontéan et al. 2019, p. 107; Deloitte
2014, p. 5). A particularly important benefit is that the repu-
tation of a company can be enhanced by pursuing a purpose
(Oechsle IIT1 2002, p. 181; Collins and Saliba 2020). A good
reputation has long been seen as an important success factor

Company Industry Purpose

Airbus Aerospace “We pioneer sustainable aerospace for a safe and united world” (Airbus 2021)
Disney Leisure “To create happiness for others” (Jones 2018)

1AG Insurance “Make your world a safer place” (IAG 2021)

ING Finance “Empowering people to stay a step ahead in life and in business” (ING 2021)

Kellogg’s Company
Mercedes Benz Cars
Nestlé

Patagonia

Philips

Southwest Airline

Unilever
Zappos

Food processing
Automotive
Food processing
Outdoor Clothing
Electronics

Aviation

Consumer goods
Online-retail

“Nourishing families so they can flourish and thrive” (Kellogg’s Company 2021)
“First move the world” (Daimler 2021)

“Enhancing quality of life and contributing to a healthier future.” (Nestlé 2021)
“We’re in business to save our home planet” (Patagonia 2021)

“We strive to make the world healthier and more sustainable through innova-
tion” (Radley 2016; Philips 2021)

“Connect people to what’s important in their lives through friendly, reliable, and
low-cost air travel” (Southwest 2020)

“Making sustainable living commonplace” (Radley 2016; Unilever 2021)
“To live and deliver WOW” (Zappos.com AG 2021)
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for companies (Helm 2007). If the reputation of a company
is improved by a purpose orientation, this can contribute to
financial success. In addition, and partly related to this, it
is argued that a corporate purpose can, for example, lead to
increased employee satisfaction. A large number of studies
have shown that employees who see their job as meaning-
ful, perform better and identify more strongly with their
company (Liden et al. 2000; Michaelson et al. 2014). The
extent to which these relationships are more pronounced in
Purpose-Led Companies than in traditional ones can have
a positive impact on success (Bartlett and Goshal 1994;
Hendersen and van den Steen 2015). A similar relationship
can exist with regard to customer loyalty and satisfaction.
Various studies have concluded that customers show greater
willingness to buy from and greater loyalty to a company if
it is perceived as CSR-oriented (Du et al. 2007a, b). If the
purpose is oriented towards aspects of CSR or is perceived
as positive by customers for other reasons, similar effects
may occur. However, Mafas-Viniegra et al. (2020) conclude
in their study that a corporate purpose will not have such a
positive effect on customers if the credibility of the company
is rated low due to negative events in the past.

In addition to the benefits that arise for companies, the
purpose approach is associated with various opportunities
for society as a whole. The commitment to a purpose is seen
as part of a development that enables companies address
environmental and social challenges in society (EY Beacon
Institute 2016; Pontefract 2017; Zu 2019, p. 3; Busch 2021;
By 2021).

However, pursuing a purpose can also cause challenges
for the company. The risk of negative effects on financial
success can vary greatly, depending on the industry in which
the company operates and the nature of the purpose. For
example, it is possible that profitable aspects of the business
that contradicts the purpose may have to be abandoned. An
example of this is CVS Corporation, a retail company in the
pharmaceutical industry in the USA. The company stopped
selling tobacco products in 2014 that were in conflict with
the company’s purpose of “helping people on their path to
better health” (CVS Health 2020). Such contradictions can
lead exclusively financially-oriented investors fearing the
negative effects of the purpose on the financial success of the
company. Segrestin et al. (2015, 2016; see also Bueren 2019)
address the extent to which companies that are required by
law to operate in a shareholder-oriented manner, such as
stock corporations, can pursue a purpose if this also implies
some financial losses. In the meantime, a number of legal
forms have emerged for such companies that do not primar-
ily or exclusively want to operate for profit but for purpose
(Mac Cormac et al. 2014; Levillian and Blanche 2019, p.
637; Kolk and Lenfant 2016; Stubbs 2017; Mion et al. 2020;
Fleischer 2021). In summary, Segrestin et al. (2016) speak
of “profit-with-purpose corporations”. This illustrates that
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it cannot be assumed that Purpose-Led Companies are eco-
nomically more successful than traditional companies in
every case. However, there are indicators that companies
with a higher environmental performance also achieve bet-
ter financial results (Kalkavan 2020; Okafor et al. 2021). If
these findings are applied to the purpose concept, it is quite
conceivable that companies with sustainability-oriented pur-
pose can also outperform.

Another problem for Purpose-Led Companies might
emerge within the company, namely that the purpose “can
distract managers from a brand’s primary business needs”
(Vila and Bharawaj 2017, p. 97). In addition, employees may
be more likely to seek their purpose outside the company
and may therefore not be open to the idea of a corporate
purpose (Prat and Ashforth 2003, p. 325). It is also possible
that they do not agree with the purpose, or at the very least
feel it is imposed from above, and therefore reject it (Car-
dona et al. 2019).

All things considered, this scenario may result in
many opportunities, but also challenges for Purpose-Led
Companies.

Empirical Studies on the Opportunities
and Challenges for Purpose-Led Companies

By now, several empirical studies have been published on
the opportunities and challenges confronting Purpose-Led
Companies. Table 2 provides an overview.

As Table 2 shows, these studies are multifaceted and use
various methodological approaches. In the following section,
key findings on the motives and challenges that can be asso-
ciated with a commitment to a purpose, from a corporate
perspective, are summarized.

Edelmann (2012) concluded as early as 2012 that 72% of
the customers they surveyed would prefer “purpose organi-
zations” (Edelmann 2012, p. 3; similarly, Korn Ferry 2016;
Accenture 2018; Villela et al. 2019; Collins and Saliba
2020). This applies only if they regard the approach as cred-
ible: “they’ll never want purpose-wash communications”
(Radley Yeldar 2018, p. 32; see also similarly EY Beacon
Institute 2016, p. 31; Vila and Bharadwaj 2017).

The impacts of a purpose on company employees are also
addressed in several studies (Deloitte 2014; Nga Wai Chan
2015; The Energy Project and HBR 2014; Harvard Business
Review 2015; LinkedIn and Imperative 2016; Korn Ferry
2016; PWC 2016). The study from The Energy Project and
HBR (2014), for example, involved 20,000 participants on
HBR Online. The results showed, among other things, that
employees who found purpose in their work, stated signifi-
cantly more often that they wanted to remain in their organi-
zation, were satisfied with their work and committed. The
problem of “inner dismissal” also played a much smaller role
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Table 2 Empirical studies on purpose-led companies

Authors Design Focus

Edelmann (2012) Online survey, 8000 customers in 16 countries Consumer attitudes towards the purpose of brands
and companies

Nga Wai Chan (2015) Online survey with 67 social purpose enterprises;  Impact of the purpose on commitment to work and

Interviews with 11 managers and directors
The Energy Project and HBR (2014) Online survey, 20,000 employees from different
sectors

Deloitte (2014) Online survey, 300 executives and 753 employees
in companies with more than 100 employees

Harvard Business Review (2015) Online survey, 474 executives from different com-
panies worldwide

PWC (2016) Dual survey, 1510 employees and 502 business
leader

EY Beacon Institute (2016) Literature review; about 6 interviews

LinkedIn und Imperative (2016) Online survey, 26,151 LinkedIn members world-
wide

Korn Ferry (2016) Interviews with 30 founders, CEOs, and senior
executives at consumer companies with visible
and authentic purpose

White et al. (2017) Interview with the CEO of Barclays

EY Beacon Institute (2017) Survey with 1470 business leaders

Accenture (2018) Online survey, 29,530 customers worldwide

DDI (2018) Survey with 25,812 leaders and 2547 HR profes-
sionals

Muiioz et al. (2018) Interview with 14 B-Corps entrepreneurs

Radley Yeldar (2018) Scoring model of the PwC100 and FTSE Eurofirst
100

The British Academy (2018) Roundtables with 100 experts

Hsieh et al. (2018) 24 interviews with executives

Frondhoff and Scheppe (2019) Survey, 20 of 30 DAX companies

Gartenberg et al. (2019) Online survey with 500,000 employers and
employees

Porter Novelli (2019) Online survey, 1193 Americans

Stroehle et al. (2019) Nine interviews; four case studies with companies

ANA (2020) Online survey with 259 B2B professionals

Collins and Saliba (2020) Four interviews with representatives of small

and medium size enterprises; Survey with 110
participants

Lleo et al. (2020) Survey with 862 employees from eight Spanish
companies

general well-being of the employees

Needs of employees in the working world; impact of
purpose on employee engagement

Impact of a strong purpose on stakeholder confi-
dence and investor willingness to invest

Implementation of a purpose in business practice

Purpose and leadership; impact of purpose on
employees engagement

Purpose as strategic impetus, guide for corporate
transformation and long-term value creation

The importance of purpose in the workforce

Impact of purpose on financial performance, leader-
ship and employee engagement

Implementation of Purpose and internal challenges

Purpose helps companies navigate in today’s world;
purpose drives value in both the short- and long-
term

Consumer expectations of corporate purpose and
possibilities for implementation

Purpose-driven leadership drives financial perfor-
mance; purpose as a driver of employee engage-
ment

Relationship between purpose and organization;
purpose definition and market validation

Communication (and implementation) of company
purpose; degree of fulfilment

Development of 9 principles for implementing a
purpose

Difference between social purpose and corporate
purpose; role of social purpose and corporate
purpose for companies

Implementation of purpose in the DAX

Relationship between purpose and financial perfor-
mance

Purpose improves consumer loyalty and companies
reputation

Relevance of the British Academy Principles for
Purposeful Businesses (see The British Academy
2018)

Stated purpose vs. activated purpose gap; Communi-
cating purpose; purpose empowers Stakeholders

Purpose improves the relationship between stake-
holders and the company; purpose before profit
improves customer loyalty

Purpose implementation; measuring the intensity of
purpose
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here (The Energy Project and HBR 2014, p. 7). The concerns
expressed in the literature that some employees may be hesi-
tant to pursue a corporate purpose, are also barely analyzed in
the empirical studies.

A study by Deloitte (2014) also addresses the assessments
of managers and employees regarding the relevance of a pur-
pose for the financial success of a company (similarly DDI
2018). More than 1,000 managers and employees were sur-
veyed, whereby two groups were formed, those participants
who stated that they worked in a company with a strong pur-
pose and those who did not. 82% of participants working for
an organization with a strong purpose said they were confident
that their organization would grow that year, compared to only
48% of respondents from companies without such a purpose.
These companies were also significantly more optimistic about
the organization’s ability to stay ahead of and overcome indus-
try problems (83% vs. 42%) and to outperform the competition
(79% vs. 41%). Gartenberg et al. (2019, pp. 2-3) conclude that
above all, “high purpose-clarity organizations exhibit higher
financial performance in the future, especially when these
beliefs are held by midlevel employees”.

Only a few studies examine potential challenges in addition
to positive relationships between purpose and financial suc-
cess. In the survey of 474 executives conducted by the Harvard
Business Review (2015), 14% of participants identified three
main problems: “short-term shareholder pressure, systems and
infrastructure that are not aligned with long-term purpose, and
the lack of performance targets and incentives aligned with
purpose” (Harvard Business Review 2015, p. 8; see also simi-
larly EY Beacon Institute (2016, p. 21).

Although the empirical studies have different orienta-
tions, it is notable that the pursuit of purpose has become a
relevant topic in business practice, and that opportunities are
perceived, above all, for a more effective achievement of cor-
porate financial goals. Against this background, the present
study aims to analyze the opportunities and particularly the
challenges of Purpose-Led Companies in greater depth. Expert
interviews will be conducted for this purpose. In particular,
the study participants will be asked to assess the impact of a
Purpose-Led Company on employees and customer relations,
as well as on financial aspects, e.g., any trade-offs that may
be required between profit generation and purpose, based on
their professional experience. Conducting the study by means
of expert interviews enables both querying the assessments
on the basis of a scale and considering the background to the
responses, also, if necessary, examining individual aspects in
greater depth.

Empirical Study: Analysis of Potential
Opportunities and Challenges
for Purpose-Led Companies

Objectives of the Study and Research Methodology

Most of the available empirical studies on Purpose-Led
Companies are designed on a large scale. By contrast,
semi-structured guideline expert interviews (Witschey
et al. 2013; Flick 2018) with companies were chosen as
the research design for this study. This made it possible to
explore the potential opportunities and challenges for Pur-
pose-Led Companies in more detail with the experts, for
example by asking for justifications for answers and fol-
lowing up on ambiguities. Expert interviews also allow the
interviewer to formulate follow-up questions in response
to the interviewees’ answers (Kallio et al. 2016). At the
same time, interviewees can respond flexibly to questions,
according to their specific experience and knowledge.

In addition, studies published to date have primarily
examined the opportunities associated with Purpose-Led
Companies. They mainly have examined manager assess-
ments of the potential of this concept to increase employee
and customer satisfaction, as well as the financial suc-
cess of the company. By contrast, possible challenges and
obstacles are discussed to a lesser extent. This also applies
to previous qualitative studies, such as the case studies of
Villela et al. (2019) as well as Collins and Saliba (2020)
and the expert interviews of Pechmann et al. (2019). The
present qualitative study contributes to closing these
research gaps by conducting expert interviews with com-
panies. In particular, insights are gained with regard to the
following questions:

e What advantages do the interview partners see in a
Purpose-Led Company compared to traditional com-
panies? What importance do the experts attach to the
various opportunities?

e What are the specific challenges and obstacles associ-
ated with a Purpose-Led Company? What relevance do
decision makers assign to the different problems?

Based on information from their websites, 14 com-
panies were identified as having either implemented
a purpose or were in the process of doing so. For two
other companies, it was also known through information
available during a conference or an exhibition, that they
had implemented a purpose or had at least developed a
comprehensive concept in this respect. In total, there-
fore 16 companies were considered as potential partici-
pants in the study and contacted by email. Nine of these
companies agreed to participate in the study. As a result,
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nine semi-structured expert interviews were conducted
based on an interview guide (see Appendix). The inter-
views lasted between half an hour and one hour and were
conducted by telephone, and in partly in person between
November 2018 and May 2019. For each interview, a case
study protocol of the experts’ answers was prepared. In
order to ensure the authenticity and internal validity of
the results, and to exclude subjective interpretations (Yin
2014), the research results were presented to the experts
following the interviews, and discussed with them in a sec-
ond telephone call and via e-mail. If necessary, a revised
version of the protocols was sent to the interview partici-
pants, so that a version of the protocol, approved in writing
by the respondents, could then be used for evaluation.
Seven German and two Swiss companies were surveyed.
In the eight companies that have either already implemented
a purpose or are currently doing so, the interviewees had ini-
tiated the implementation process and/or were or are signifi-
cantly involved in the implementation. In the ninth company,
a concept had already been developed with the participation
of the interviewee, and was being evaluated at the time of the
interview, in order to decide on its implementation. Table 3
shows the sector allocation of the participating companies,
as well as the number of interviews per sector, including
two Limited Liability Companies (GmbHs), six stock cor-
porations (AG) and one Societas Europaea (SE). These are
therefore not companies with a hybrid legal form in which a
corporate purpose is anchored in the articles of association.
Both the content and the origin of the purpose yield con-
siderable differences. For example, the start-up was founded
explicitly to enable children to communicate safely in the
Internet. In three of the six companies that have already
implemented a purpose, it was formulated on the basis of
the company’s original goals and objectives (Interview ID
No. 1, 5, 8). For example, the purpose of one of the compa-
nies in the food processing industry is “Enhancing quality
of life and contributing to a healthier future”. This purpose
is derived from the original objective of reducing infant
mortality through the sale of breast milk substitutes. One

Table 3 Description of the data sample

company did not return to its original objective, but the pur-
pose was newly developed, based on a proposal from the
marketing department.

The organizational procedures are also inconsistent. In
two cases, top management initiated the establishment of
the purpose (Interview ID No. 2 and 8), whereas the con-
crete development of the purpose was the responsibility of
the communications department. Both experts told us from
their own experience they consider this as the necessary pro-
cedure. By contrast, in two other companies, members of
middle management drove the initiative (Interview ID No.
1 and 3) and in one case the formulation of a purpose was
initiated by a “Community Building Process” (Interview ID
No. 7). In all cases, the final decision was made by top man-
agement. In two cases, no information on the history of the
purpose was available, whereas in the start-up the founders
defined the purpose. In the company with current no defined
purpose, discussions are ongoing between HR and manage-
ment for a proof of concept (Interview ID No. 6).

Opportunities of a Purpose-Led Company

The interview participants were asked about their experi-
ences concerning the opportunities that Purpose-Led Com-
panies have, compared to companies without an explicit pur-
pose. A scale of 1="fully agree”, 2="‘“somewhat agree”,
3 ="“neither nor”, 4 =“somewhat disagree” to 5 =“disagree”
was used and in each case, the participants were also asked
about the background of the assessment. The results are
shown in Fig. 1.

Five out of nine interview partners agreed “fully” or
“somewhat” that a purpose has a positive effect on the
financial success of the company. At least four experts did
not see a relationship in this context, or did not agree to
some extent. “We are confident that it is precisely the pur-
suit of purpose that will ensure long-term success. If we
don’t offer solutions to social challenges, we won’t be suc-
cessful in the market in the long term” (Interview ID No.

Industry Interview-1D Size Position Status quo of the implementation of a purpose
Chemicals 1 Big Sustainability Purpose is implemented

Chemicals 2 Big Communication Purpose is in development

Industry 3 Big Sustainability Purpose is in development

Industry 4 Big Head of Technology Purpose is implemented

IT 5 Start-up Founder Purpose is implemented

IT 6 Medium HR-Manager Implementation of purpose is considered

IT 7 Big Solution Owner Purpose is implemented

Food processing 8 Big Communication Purpose is implemented

Pharmaceuticals 9 Big HR-Manager Purpose is implemented
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Higher financial success agree ‘ : L disagree avg=2.1
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Higher employee motivation agree j disagree avg=1.1
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Higher attractiveness for applicants agree j’i disagree ave.=1.6
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1 23 45

Fig. 1 Opportunities confronting Purpose-Led Companies

1). By contrast, another expert reports that investors see
the purpose only as a nice accessory (Interview ID No. 8).

However, all interviewees rated higher employee moti-
vation as an important positive effect of the companys
purpose. Several experts pointed out that employees in
Purpose-Led Companies need less guidance because they
are more self-directed. According to one expert, older
managers in his company often have problems dealing
with new, autonomous structures, as they are familiar
with and thus prefer specific instructions and controls
(Interview ID No. 6). Many employees also take pride
in contributing to solving a major problem through their
work-life activities. A higher degree of self-responsibility
creates a dynamic of its own that has a positive effect on
the company. In several interviews, however, it was also
pointed out that it is necessary to “pick up” the employees
early in the process and that a joint formulation of the
purpose in workshops is relevant in this respect. In addi-
tion, recognizable support of the purpose by management
is necessary. It was also mentioned several times that the
purpose had to be designed for the long term and com-
municated regularly to stakeholders.

The interviews reveal that the impact of the purpose on
potential job applicants is considered almost as important
as the motivation of the current workforce. From their expe-
rience, several interviewees emphasized the usefulness of
informing potential future employees about the company’s
purpose during the application process and of elaborating
on the topic during “onboarding” events. “Our purpose is
sometimes cited by job applicants in interviews as a rea-
son for applying” (Interview ID No. 9). However, they also
mentioned that a requirement for this is a good fit between
the values of the applicant and those of the company (see

¥

also the section “Challenges Confronting a Purpose-Led
Company”).

Seven of nine interview partners “fully” or “somewhat”
agreed that a purpose leads to higher customer loyalty. When
asked about further advantages of a Purpose-Led Company,
two interview partners mentioned positive feedback that they
received within and beyond their company, especially on the
public reputation of the company (Interview ID-No. 1 and
3). As one expert emphasized: “the chemistry industry is
often seen as a problem, but should rather be understood as
a problem solver” (Interview ID No. 1). The Purpose-Led
Company concept is seen here as an opportunity to help
the company create a change of mindset and improve its
reputation.

It is interesting to observe that the interviewees largely
agree on the advantages of being a Purpose-Led Company,
especially in the area of employee motivation and acquisi-
tion, as well as regarding customer loyalty. On the other
hand, the assessments regarding the financial success of a
company are more varied.

Challenges Confronting a Purpose-Led Company

Next, based on their experience within the company, the
interview partners were asked about the extent to which Pur-
pose-Led Companies face challenges compared to traditional
companies. The results are shown in Fig. 2.

In five out of nine cases, the main disadvantage of Pur-
pose-Led Companies was regarded as the possible tradeoff
between profit and purpose. The interviews showed that indi-
vidual decisions can at least help to achieve the purpose, but
not the profit. Such conflicts have to be analyzed and taken
into account when making decisions. “But to achieve the
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. . -~ . : n=9
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Fig.2 Potential challenges of Purpose-Led Companies

purpose, we cannot give up every pursuit of profit” (Inter-
view ID No. 5). Several experts pointed out that a function-
ing purpose is a long-term investment, and that particularly
in the short-term, declines in profit must be accepted. One
interviewee emphasized, “As a stock corporation, one is
trapped in a corset when pushing such topics, since deci-
sion alternatives are evaluated primarily from an economic
perspective. It is easier for start-up companies; here it can
be specified in the articles of association that certain social
or ecological goals may be pursued even if they conflict with
economic goals” (Interview ID No. 7).

The deterrence of purely financially-oriented investors
was considered a potential disadvantage of a Purpose-Led
Company by four of the nine interviewees. It was discussed
several times that this could possibly change in the future,
as investors also increasingly take a longer-term view. How-
ever, one interviewee experienced that this depends substan-
tially on the specific content of the purpose. In discussions
with investors it became clear that they were most likely
to be positive about sustainability-oriented and especially
ecologically-oriented purposes. “Nevertheless, the inves-
tors’ pursuit of profit is present. Therefore, the purpose is
justified in our company with concrete, quantifiable goals
and business cases” (Interview ID No. 1). By contrast, other
purposes are still often viewed very skeptically by investors.

Four out of eight participants regarded a negative
employee attitude as a potential problem for Purpose-Led
Companies. One interviewee emphasized that especially
in companies with a long history, this change process can
encounter barriers among employees (Interview ID No. 6).
In two interviews with managers from large companies, it
was pointed out that due to the existing variety of cultures
and work situations, not all employees are familiar with the

purpose (Interview ID-No. 2 and 8). As a consequence, in
one case, the expert and his team developed a “sub-purpose”
that does not conflict with the company’s purpose, but modi-
fies it to better fit the needs of the specific department.

A question that has only been addressed marginally in
most empirical studies and also in the literature so far, is how
to deal with those employees who cannot identify with the
company’s purpose. Five participants in the study explained
that not all of their employees are required to agree with the
purpose, which would anyway be unrealistic, especially in
large companies. However, this depends on the degree of
disagreement. Seven interview participants regularly deter-
mine the degree of agreement with the purpose through
interviews or surveys. Several interviewees reported diffi-
cult situations that arose because employee attitudes clearly
contradicted the company’s purpose. As one interviewee put
it: “If employees cannot adopt the purpose for themselves, it
should be discussed openly with them and opportunities for
further development examined. Ultimately, however, consid-
eration must also be given to transferring the employee to
an area where the purpose does not play such a major role”
(Interview ID No. 7). Another interviewee emphasized that
in his company, the higher an employee’s position in the
company hierarchy, the more important a commitment to
purpose is considered and encouraged (Interview ID No.
8). Managers in particular need to internalize the purpose
in order to disseminate it within the company.

Two interviewees considered another possible cause of
employee rejection as the fact that the term “purpose” is
often overused, such as in training sessions and events, par-
ticularly when those events are actually about completely
different issues. Another perceived issue is that a purpose
orientation is seen as a mere marketing measure. As one
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expert emphasizes: “The term “purpose” is sometimes used
in a negative sense by employees [...] because companies
call themselves “purpose-led”, even though this is only an
(internal or external) marketing strategy” (Interview ID No.
7). This problem is especially evident when the responsibil-
ity is anchored in the communication department. In this
context, one participant spoke of “purpose-washing”, which
could seriously damage the company’s reputation (Interview
ID No. 1). For this reason, several interviewees argued that
the purpose should originate from top management and/or
corporate strategy. Further development of the compensa-
tion systems is additionally necessary, to the extent that not
only profit-oriented indicators are implemented for variable
salary components, but also indicators oriented to the com-
pany’s purpose. It is important to make clear that this is not
“just lip service”.

It is interesting that contradictory stakeholder require-
ments were mentioned by seven study participants as a major
problem for Purpose-Led Companies. Several interviewees
emphasized that, for example, supply chain partners acting
contrary to the company’s purpose could endanger its cred-
ibility. In addition, different stakeholders may have quite
different ideas about the content of the corporate purpose,
depending on their values, beliefs and preferences.

Most of the participants in the study cited the measure-
ment of success as a further challenge. Purpose-Led Com-
panies not only have to measure their financial success, but
also the achievement of purpose, and its internalization by
employees. Measuring the achievement of purpose was
regarded particularly as an unsolved problem in several of
the participating companies. One interviewee emphasized:
“Of course, on the one hand there is definitely an economic
demand on the company. But we also measure our success
by the number of children protected, specifically through the
number of chat users and messages. We also measure our
success by the ratings and experiences of children and par-
ents” (Interview ID No. 5). Another participant mentioned
that the purpose is indirectly monitored in their company
by means of regular employee surveys. In these surveys, the
purpose is examined in different facets and with different
degrees of approval (Interview ID No. 1). However, only the
internal effect can be checked in this way.

In short, the interviews reveal that Purpose-Led Compa-
nies have to overcome a number of challenges.

Discussion

Increasingly, companies are presently committing them-
selves to a purpose that goes beyond the earning profits.
This study provides in-depth insights into the motives of
companies, and the challenges associated with this approach,
that may prevent the concept from being widely used.

¥

With regard to the possible advantages of Purpose-Led
Companies compared to those that pursue exclusively eco-
nomic goals, the interviews yield largely similar results to
the empirical studies that have so far been conducted. In
particular, the approach is associated with higher employee
motivation, as well as greater customer loyalty and an
improved corporate reputation. However, there are different
opinions regarding whether greater financial success of the
company can be expected.

The results regarding potential challenges for Purpose-
Led Companies provide some possible explanations. The
problem of deterring financially-oriented investors by pur-
suing a purpose is seen a good example. This is particularly
true for companies with the legal form of a stock corporation
(AG) or a Societas Europaea (SE), which were the focus of
our study. With regard to CSR-oriented corporate goals, a
large number of empirical studies are already available, but
with contradictory results (Héfner et al. 2017). However,
such studies show that investors are increasingly expecting
companies to adopt a sustainability orientation, particularly
with regard to climate targets (Kiron et al. 2017; Miralles-
Quiros et al. 2017 and Pinney et al. 2019), partly because
this can reduce future risks. At least for companies with a
purpose such as reducing greenhouse gas emissions, there
may be less of a problem in the future of deterring inves-
tors. However, as the interviews also showed, the situation
is much more difficult for companies with other purposes.
This illustrates the problem of establishing a general rela-
tionship between the purpose of a company and its success.
Due to the wide range of possible purposes, this can only be
analyzed effectively for each individual case.

The interviews demonstrated that the successful imple-
mentation of a purpose depends on whether it is perceived
as a credible approach by the internal and external company
stakeholders. For this reason, it seems necessary to conduct
a comprehensive and continuous dialog with internal and
external stakeholders. This is a prerequisite for analyzing
their changing needs and developing communication strate-
gies on this basis, as already called for in the ethical brand-
ing approach (Fan 2005). However, it is important to note
that interaction and communication with different stakehold-
ers, e.g., employees and customers, cannot be identical and
that some differentiation is necessary. Employees are not
customers, and their requirements are much more complex
(Annweiler 2018).

However, the question is not only how to convince the
various stakeholders of the credibility and content of the
purpose, but a true paradigm shift “from positioning to
purpose” (Jones 2012, p. 77) is now also being discussed.
This includes the approach and philosophy that stakehold-
ers can influence corporate purpose: “As employees give
voice to their concerns and stage walkouts or other forms
of more tacit protests, how do firms evaluate or reevaluate
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their existing purpose?” (George et al. 2021). Something
similar can be discussed for the claims of other stakeholders.
For the corporate purpose, this raises the overall question of
the extent to which it reflects or should reflect the opinions
and expectations of a company’s stakeholders: “The idea
of shared and aligned purpose should never be perceived
as akin to soldiers standing in an artificially rigid order”
(Kramer 2017, p. 7).

Against this background, however, a number of chal-
lenges arise for companies: Firstly, there is the question
of how to deal with potentially contradictory stakeholder
requirements. In the present study, it became clear that
several interviewees regard this as a problem. On the other
hand, the requirements of stakeholders can change over time.
If the purpose is adapted to such developments, there is a
risk that the concept will become watered down and per-
ceived as “purpose washing”. Future research projects could
address such aspects of “purpose dynamics” and approaches
for companies to meet this challenge.

This is all the more so against the backdrop of digitaliza-
tion and the prevailing importance of social media: stake-
holders can now, for example, publish statements and claims
against companies that are visible from afar (Mitchell 2012;
Asmussen et al. 2013). In this context, Lies (2020) points
out that increasingly “aesthetic” requirements, which in the
past referred primarily to the products themselves, are now
also being extended to management processes. In addition,
digitalization makes it possible for stakeholders to moni-
tor the fulfillment of a purpose on a daily basis. “Thus, the
transparency, interaction and real-time marketing claims
of society 4.0 requires aesthetic, i.e. ethical, competencies
across the management of all business units” (Lies 2021, p.
112, also see George et al. 2021, p. 15). At the same time,
the statements of stakeholders in social media enable inno-
vative approaches for companies, e.g., to identify custom-
ers whose values correspond with the company’s purpose
and then to address them with appropriate online marketing
(Mishra 2020). For an overview of different approaches to
brand management “in a hyperconnected world”, see also
Swaminathan et al. (2020).

In order to ensure that purpose is not just a hollow mar-
keting concept, various forms of cooperation may become
more important in the future. Increasingly, NGOs support
companies “by advocating and advising the business sector
on how to reconsider and broaden their fundamental “rai-
son d’étre”. The aim of these private sector actors is to cre-
ate “purpose driven businesses” that integrate social and
environmental objectives into their organizational purpose,
rather than pursuing a singular focus on financial objectives”
(Dahlmann et al. 2020, p. 1). Such a “purpose ecosystem”
can help to support a sustainability-oriented transition of
society (Kivimaa et al. 2019; Kohler et al. 2019). An exam-
ple of such an organization is the Science Based Targets

Initiative, which certifies corporate targets for the reduction
of greenhouse gas emissions if they contribute sufficiently
to achieving the two-degree goal (Faria and Labutong 2019;
SBTi 2020). Other examples include the “We Mean Busi-
ness Coalition” and “Future Fit Business”. The B Corp
Certification (Bauer and Umlass 2017; Stubbs 2017; Villela
et al. 2019) also belongs to this category. Such cooperation
can help to improve the reputation of companies. In addition
to “Sustainability Target Initiatives”, Dahlmann et al. (2020)
distinguish between two further purpose ecosystems: on the
one hand, “Impact Investment”, which includes CSR-ori-
ented investors and rating agencies, and “Business Purpose
Change Agents”, i.e., organizations that aim to fundamen-
tally change the business models of companies. Depending
on their respective purposes, a way for companies to achieve
their objectives may be to find such partners in the non-profit
sector who can support the achievement of the purpose and
its communication in this context.

Within their own company, the interviewees saw a par-
ticular need for action that would increase their credibil-
ity and align decisions with their purpose. The question of
how to deal with those employees who cannot or do not
identify with the company’s purpose also plays an impor-
tant role. Based on the interviews, it was clear that this is
a problem that has been difficult for companies to solve so
far. Ultimately, concepts can be used in this context that
have already been intensively discussed in connection with
the topic of corporate culture (Bauer et al. 1998; Fink and
Moeller 2018; Nicholson 1984). An appropriate design of
governance structures and incentive systems may also con-
stitute an important approach.

In addition, the importance of innovative legal forms for
companies that are explicitly created to achieve a purpose
is likely to increase in the future. At present, however, it
remains difficult to predict how widespread these legal forms
will become in the future and what advantages and disad-
vantages this will have for companies who pursue a purpose.

When interpreting the results, the limitations of the pre-
sent study must be taken into account: The results are based
on nine expert interviews, so that the usual limitations asso-
ciated with such qualitative studies apply (Yin 2014). Due
to the chosen study design, i.e., the methodology of semi-
structured expert interviews, it is possible that subjective
assessments by the authors of the study had an influence
on the results. However, the discussion of the interview
protocols and their approval by the experts was an attempt
to minimize this influence. In the present study, managers
from various different departments in companies were inter-
viewed as experts. Future research could use a survey of
members of the management boards or supervisory boards,
to investigate whether similar assessments emerge. In addi-
tion to such further qualitative studies, the relevance of the
various challenges, in particular those that have received
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little attention in empirical studies to date, could be exam-
ined by means of large-scale surveys. A further limitation
is that only companies with headquarters in Germany and
Switzerland were included in the study. A more international
comparison would constitute a useful approach to gaining
deeper insights.

Conclusion

The present study provides in-depth insights into the advan-
tages that companies consider in implementing a purpose,
but also into the challenges associated with this approach
that prevent its further dissemination and use. This applies,
for example, to the question of how to deal with employees
who do not support the company’s purpose. The sometimes
critical attitude of investors to the implementation of a pur-
pose that may not support the profit target is also a problem,
as is the question of how to deal with situations in which the
actions of supply chain partners conflict with and disrupt the
company’s purpose.

Based on the experiences of the interviewees, the present
paper addresses ways to deal with these problems. Various
forms of cooperation with NGOs, for example, can help to
advance the achievement of the company purpose and its
communication. Innovative legal forms can also constitute
another appealing and constructive approach for companies
with hybrid target systems. Further research is needed to
develop concepts that enable companies to be both commer-
cially successful and to implement and align their activities
with their purpose. Current discussions show that a need for
this is increasingly being recognized in companies.

Appendix

Interview Guide
Part One: Introductory Questions

1. Can you please explain your function and position in
your company? How long have you been working there?

2. Is a purpose implemented in your company? If yes,
what?

3. Why did your company choose this particular purpose?

4. If there is no purpose implemented in your company,
have you considered whether such a purpose should be
defined in your company?

5. What was the decision process like? Who gave the initial
impulse, who finally made the decision?

Second part: Opportunities and advantages of Purpose-
Led Companies Compared to Traditional Companies

6. Which of the following opportunities or advantages
do you consider as relevant? Why? Do you see further
opportunities or advantages? Please assign a number
between 1 and 5 to the following items: from 1 ="fully
agree”, 2 =“somewhat agree”, 3 = “neither nor”,
4 =somewhat disagree” to 5=*“disagree”. Can you
briefly explain your answer?

Higher financial success

Higher employee motivation
Higher attractiveness for applicants
Higher customer loyalty

Part Three: Challenges of Purpose-Led Companies Com-
pared to Traditional Companies

7. Which of the challenges listed below do you consider as
relevant? Why? Do you see any other challenges? Please
assign a number between 1 and 5 to the following items:
from 1 ="*fully agree”, 2 =*“somewhat agree”, 3 =“nei-
ther nor”, 4 =somewhat disagree” to 5= “disagree”. Can
you briefly explain your answer?

Conflict with financial goals

Deterrence of financially-oriented investors
Negative employee attitude

Contradictory stakeholder requirements

8. How to deal with employees who have not internalized
the purpose?
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