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Additional Praise for The New Nature
of Business

“This must-read book for any business leader offers an inspiring
blueprint for harmonizing business success with sustainable, inclu-
sive prosperity.”

—Francisco Veloso, dean, INSEAD

“We are blind to how much financial capital entirely depends on

natural and social capitals. This book is an inspiring story of corpo-

rate lives evidencing that it is concretely both possible and urgent
to change our economics.”

—Emmanuel Faber, chairman,

International Sustainability Standards Board

“What is the purpose of a company? Whom should it serve? Share-
holders, employees, customers, community, or the planet? André
takes us on an exciting journey through his and his family’s stew-
ardship of Roche. Through the ups and downs they experienced,
he reaches the answer: a company is nothing if it doesn’t provide
returns for everyone and everything it aftects.”

—Mo Ibrahim, founder, Mo Ibrahim Foundation
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(From André) To my wife and all my family.
Long-term thinking is key!

(From Peter) 1o Valeria, Eloise, and Amélie,
for defining my “new nature” as husband and father.
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Introduction

call that could have been the beginning of the end of my

family’s then 107-year-old company.“You must come to Basel
immediately,” the man on the other side of the line said.“Come to
my private home.”

Alarmed, I got into my car, typed in the address in what was
then still a brand-new technology—the GPS navigation system—
and . . . almost got lost. (GPS navigation wasn’t as smooth and
reliable as it is today!) The device instructed me from my home
through the forested back roads of Switzerland to the northern
border city of Basel, just as a heavy rain poured down. It was like

It was a rainy afternoon back in 2003, when I got the phone

being in a movie.

When I finally got to my destination, I got the news. “We have
just received a call from Novartis,” Fritz Gerber, the then-chairman
of our family company, Roche, and a confidant of my family, told
me. “They are interested in acquiring the family shares.”

This chapter is written in André’s voice.
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X INTRODUCTION

I hadn’t been expecting that message. Over the course of more than
100 years, my great-grandfather Fritz Hoftmann and his descendants
helped grow Roche from an experimental pharmaceutical start-up
into the global pharma leader it was when I joined the board in
the mid-1990s. Roche had been among the largest pharmaceutical
companies in the world for most of its existence. It certainly was one
of the world’s largest family-controlled companies. And it had never
been any generation’s intention to change that legacy.

We had seen ups and downs, both in the company’s fate and
that of our family. Nevertheless, the company had created value in
the long run, and had a symbiotic relationship with our hometown
of Basel, the country, and the health industry at large. We had also
managed to hold on to the majority of voting shares in our com-
pany, even as our overall shareholding had diluted, as 20th-century
history affected us and our company. Now, a large minority share-
holder had just sold its voting shares to Novartis.

* Kk &

As I let the news sink in, my mind went to what a poten-
tial merger would mean for others. What good would it bring to
Basel, Switzerland, the pharma industry, or the economy at large?
Novartis was our neighbor across the Rhine. It was itself the result
of a merger of two 19th-century competitors of ours—Sandoz
and Ciba Geigy. I respected the company as one that kept us always
alert. They were a constant reminder that in a free-market inno-
vation and competition are crucial to survive. But it was never
anyone’s intention in the family to merge, and we weren’t alone in
seeing things that way. “Bread is better in a town with two bakers,”
one of our new top executives would say. The merged company
would lead to market concentration certainly in Basel and Swit-
zerland, and to a certain extent the global pharmaceutical industry
as well. It would bring a lot of social disturbance to the combined
company—and it wasn’t certain it would be better for other stake-
holders, either.
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Still, we faced a difficult decision. Although the resulting com-
pany would bring an end to our ownership, it would also enable
the merged company to take a fresh start. As a family, we had taken
a hands-oft approach to Roche’s ownership for decades, mostly
since my grandfather’s untimely death in a car accident in the 1930s.
Entrusting the company’s day-to-day management to nonfamily
members worked well for a long time, but cracks had started to
appear. Just a few years earlier, our company had gotten in trouble,
being convicted in the US after a vitamin price-fixing scandal.
Roche was obliged to pay a multibillion-dollar fine. And all of us
with ties to the company had had to accept that this had happened
under our watch. The fact that as owners, we had been ignorant
about such practices and failed to prevent them from happening,
had sown doubt even among ourselves about our ability to steer
the company into the 21st century. Wouldn’t everyone be better
oft with the proposed merger, after all?

As I drove back in the middle of the night from Basel, those
conflicting thoughts were on my mind. As one of only two family
members on the board, many of my relatives would look to me
to come up with a first reaction. And I had to admit: If someone
made an offer for the entirety of our company, it was probably
because the company was undervalued. We—and [—needed to
think hard about what our added value as family owners was.

We also had to answer the imminent question in front of us:
Do we go to the “safe” route of cashing in, and allow the two
industrial assets to merge? Or are we willing to fight on our
own, with a lower financial return in the short term, perhaps, but

potentially also a better long-term outcome for shareholders and
stakeholders?

* * *

Today, as I think back of those events two decades ago, I real-
ize that in that moment of crisis also lay the start of my vision for
our company and the role of business in society more broadly.
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We did in fact maintain our independence, and built the Roche of
the 21st century, following the north star of “doing now what the
patient needs next.” Product-wise, drugs like Tamiflu and several
of our oncology drugs became big successes in the years following
the takeover bid, helping millions of people, and proving the value
of the raison d’étre of our company to patients. They also proved
to be a financial vindication of our approach, as Roche surpassed
Novartis in market capitalization in the 2010s, after trailing it at
the time of the bid.

Before we got there, though, there had been many things
to sort out, including about our purpose. I had had to define for
myself and my family members what my proposed alternative to a
merger would look like—and why it was better. As I had mulled
this over, my basic belief had come to be this: A company does not
exist solely to make money for its shareholders in the short term.
Novartis, Roche, or any other company should not simply aim to
maximize profits or “total shareholder returns” in the next quarter
or year. Of course, from the narrowly defined view on “fiduciary
duty,” any well-meaning advisor would have been excused to tell
my family at the time—or any shareholder of a takeover target—it
was better to sell. But it would not have advanced what I now see
as the central responsibility of a company and those who own it: to
create sustainable and inclusive prosperity. The new nature of busi-
ness, [ came to believe, had to include adding value to society, and
doing so in an inclusive way that doesn’t harm the environment.

Why do I want to tell this story, and that of my journey?
Because after many decades of peace and prosperity, the societies
we are part of are faced with turmoil, and even existential threats.
Just as my family members and I were at a crossroads 20 years ago
(or Roche’s previous stewards were in the turbulent first half of
the 20th century), I feel like all of us are today. In my family, a
new generation is getting ready to steer business and the economy
into a new direction. The narrow context in which my children
and their cousins will need to reinvent the family business is one
where new Roche products and offerings need to be brought to
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market, as a previous generation of “blockbusters” loses steam. But
the next generation also needs to reinvent the business model in
a broader context, where no business can be unsustainable any
longer in the environmental and societal sense. Businesses need to
be regenerative, adding more to society and the planet than they
take from it, whether from a natural resource, financial, human, or
societal perspective.

Collectively, we haven’t yet figured out how to meet that
challenge, and time is running out. Will we continue to think
and act in the short term and in our narrow self-interest, or will
take a more enlightened approach? As you—the current and next
generation—tackle this question, I hope you can build on the
insights I gained throughout the years of stewarding Roche.

* * *

Of course, companies and their owners, management, and
employees cannot solve all the multitude of crises we are facing
today—at least not alone. But by taking our responsibility, we sure
can do more than they are doing today in creating the sustainable
and inclusive prosperity we so badly need.Today’s economic actors
still destroy more value than they create, mostly because they don’t
account for the natural, social, and human externalities they bring
about. That upsets me, as it means we are sleepwalking toward
more disasters in the future.

But at the same time, I’'m not a doomsday thinker. My frus-
trations lead me neither to despair nor a blanket j’accuse toward
my peers. I do not believe we are helpless in the face of the
crises we are confronted with. I also do not believe we need an
actual revolution to turn things around. (My mother’s family was
dispossessed of their estates in Central Europe, after a revolution
brought the communists to power there. They would not forgive
me for such failure to learn from history.) In fact, besides being
an environmentalist [ am also a capitalist, and I believe capitalism
can provide the answers to the challenges we are facing.
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As vice-chairman of a family-controlled company, the pros-
perity I enjoy came about because of private ownership, free
trade, competition, and innovation our company could benefit
from. At the same token, the society I am part of benefited from
our family company’s entrepreneurship as well. Basel today is the
prosperous town it is, thanks in large part to the business leaders
who shaped the city throughout the centuries, building industries
that brought employment and welfare to the entire region. At a
global level, the pharmaceutical innovations launched by Roche
and other similar enterprises improved the lives of most people
with access to health care today. So, I believe it is for good rea-
son that my family has fought to preserve our Roche ownership
rights over generations: long-term stewardship of assets can lead
to long-term investments, innovation, and improvements, and
help lift entire communities.

I do, however, also believe we require collectively a more
enlightened approach to capitalism. The reason is that prosper-
ity isn’t created by the financial capital of individual entrepreneurs
alone. It is also the result of social, natural, and human capital that is
found and built throughout society and our planet. If we want to
preserve our system of democratic capitalism, we need to ensure
our system is sustainable in the long run and beneficial for eve-
rybody. That is not (only) a moral imperative; it is a matter of
the system’s long-term survival, and it is an underpinning of the
democratic side of capitalism.

In this book, my coauthor Peter and I present some of the
concepts and cases I've reflected on in the past 20 years as I sought
to build the stepping stones of a more sustainable and inclusive
economic system. Some of them have been applied at Roche as
it charted its way after the takeover bid. Other examples come
from some other companies and leaders I have come to know
and appreciate. And yet others are at a more experimental stage,
with widespread implementation still (and hopefully soon) to fol-
low. I recognize fully that they do not add up to a full solution.
Nor do I miss the irony of a billionaire writing about equity and
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sustainability. But we need all hands on deck to build a more sus-
tainable future, and this is my attempted contribution.

In writing this book, I draw on my own experience, and that
of our family business. I share personal anecdotes and past com-
pany stories that I hope may inspire you, either because they show
success or enable learning from failure. And I look to the present
and future, presenting both ideas and practices that I believe will
help us all to build sustainable, inclusive prosperity going forward.
These are challenges I hope to help address, but that will mostly
be solved—or not—by those that come after me: my children and
all their fellow young people around the world. I hope this book
may be a help to them (and to you!), either because it helps change
the ways of those in establishment today or because it encourages
those who will soon succeed us. I wish you all an inspiring read.
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Chapter 1

The Myth of the

Founder and
a Company’s Capitals

y great-grandfather, Fritz Hoffmann-La Roche, was a
Mvisionary entrepreneur. From 1896, he pioneered the

nascent pharmaceutical industry, overcoming count-
less hurdles and challenges. He even nearly went bankrupt. But
by the time he died, he had built a multinational corporation that
still operates today as one of the largest and most impactful phar-
maceutical companies in the world.

I love to look back on this story. And yet there’s a problem
with it. This story is too much centered on the achievements of
one person.

We often hear business success is the result of individual genius,
entrepreneurship, and persistence. We are told that founders are a
special breed, and different from us. That they see solutions where
others see obstacles. That they see the future, where we can only see
the present. And that they succeed, not because of circumstances,

This chapter is written in André’s voice.



