Organisational Purpose.

Examples of practitioner, business and academic literature on the topic of organisational ‘Purpose’ show why the topic seems confusing to many business executives.  If the ‘Purpose’ is to define the organisation’s reason for being, then which stakeholder group are we referring to?  Stock exchange investors identify a different ‘Purpose’ than will customers, and different again to employees.

Let us consider the full range of possibilities of the coffee-mug example used elsewhere in the project.  A manufacturer makes coffee mugs and markets them as such.  It just so happens that the shape and size of the mug and thickness of the wall make it great for cutting scones and little cakes.  It is even demonstrated, as an aside, during one of the popular TV cooking shows.  Soon all the home-cooks are rushing out to buy one.  With sales going up, the manufacturer decides to improve the coffee mug.  Oops.  Unless the manufacturer acknowledges that the purchaser decides the purpose, it will make a better coffee mug, and not a better scone-cutter.  Sales will fall because ‘Purpose’ was unclear.

BUT – it’s never as simple as that.  Perhaps there are more sales available when the coffee drinkers discover the unique thermal properties that keep coffee hotter on the inside, while the outside remains cool to hold.  So in this case, the organisation needs to educate the customer about the purpose of the mug.  

Perhaps it doesn’t matter who defines the ‘Purpose’ so long as both sides eventually understand and agree with it.  Without alignment between organisation and customer, meaning agreement with the ‘Purpose’, there will be no business transaction.

The following two excerpts have not been edited or altered.

 “Knowledge self-organises around organisational purpose. Without a North Star for knowledge, it's impossible to focus on what is needed”   QUOTE "(Allee, 1997)" 
(Allee, 1997)
. 12 principles of knowledge management. Training & Development, 51(11), 71.
Determining the Firm's Purpose or Vision:   The task of determining the direction of the firm rests squarely on the CEO's shoulders.  Joe Gorman, TRW's CEO, believes that the top manager, often working in concert with the TMT, must provide general guidelines as to where the firm intends to go and the key steps to be taken to reach that end.44  J. Tracy O'Rourke, CEO of Varian Associates, Inc., endorses Gorman's view: "Clearly, if you're going to do well over time, you have to have some ability-yourself or in combination with others-to come up with a vision. . .and then follow it up with believable and implementable action plans.  In most corporate structures, the only person who can do that is the CEO."45  A recent survey of 1,450 executives from 12 global corporations found that the ability to "articulate a tangible vision, values, and strategy" for their firm was the most important of 21 competencies considered to be crucial skills for global leaders to possess in the future. 

Various definitions of purpose or vision have been offered.  However, the one advanced recently by John Browne, British Petroleum's CEO, captures the attributes of an effective organizational purpose for 21st century firms.  Browne argues that as a description of who the firm is and what makes it distinctive, purpose indicates what a company exists to achieve and what it is willing and not willing to do to achieve it.  Browne also believes that a clear purpose "...allows a company to focus its learning efforts in order to increase its competitive advantage."47   Visions that facilitate development of this type of focus make sense to all organizational citizens, stretch citizens' imaginations but are still within the bounds of possibility, are understood easily, and create a cultural glue that allows units to share knowledge sets  QUOTE "(Ireland & Hitt, 1999)" 
(Ireland & Hitt, 1999)
. Achieving and maintaining strategic competitiveness in the 21st century: The role of strategic leadership. Academy of Management Executive, 13(1), 43-57
When all definitions and explanations, subjective and objective, internal and external, multi-stakeholder and not, are thrown into the stew for the common meaning, the following description emerges as a framework that seems to rather cleverly acknowledge all the disparate views.  Note: it’s a framework – not a definition

Organisational Purpose: To attract and keep stakeholders, be profitable, and grow.

It’s a short description, but provides a comprehensive framework upon which full understanding of ‘Purpose’ can emerge.  The description can even apply to both profit and non-profit organisations alike since to be profitable, as against making a profit, can mean to keep within budgets for the output delivered, thus avoiding loss-making.  

· To attract stakeholders demands full attention to the expectations of identifiable stakeholder groups.  It means representing some promise of satisfaction in the mind of the stakeholder.  Coca-Cola link thirst with Coke, and Mitre-10 folks are currently linking themselves with help and DIY renovations.  To convert potential customers into actual customers, it requires effective marketing of a product or service that want or will want.  To attract quality employees it means being known as the preferred place of employment (not the most liked or easy-going employer).  The focus is on attention to effectiveness.  What do they really want or need?  What is their language when they seek it?
· To keep valuable stakeholders requires the organisation to deliver high comparative quality and value on an ongoing basis to them.  The focus includes attention to efficiency, quality, promptness, fairness, relationships and many others.  Becoming the preferred organisation in the mind of the stakeholder will involve different goals and strategies according to the stakeholder group.  What would make them go away?  What will keep them here?  They are two very different questions, and there are two clusters of answers to each.  

· We might lose someone because they are pushed away by us, or pulled from us by someone else (One question – two types of answers).   

· We might keep someone because we pull them tight or because our competitors push them back to us (One question – two types of answers).  

In other words, we must constantly assess our relationship with stakeholders, and keep a constant watch on our competitors.  Changes happen when people are motivated to move in response to a push or a pull.

· To be profitable means more than merely high returns to investors, because investor return is a cost of attracting and keeping those stakeholders.  Profits are what remain to fund organic expansion and or improvements.

· Growth generally indicates success and may be associated with any combination of creativity, innovativeness, strategic prowess and so on.  However, growth may be expected in munificent or monopolistic environments.   Growth under adversity is the worthy challenge

To support the organisation’s ‘Purpose’, goals are therefore set to target stakeholders (effectiveness - attract and then keep), be profitable (efficiency), and encourage growth in all its forms.  There should be no strategy or strategic plan that is not linked to a goal, and no goal that is not directly linked to the ‘Purpose’.
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