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The mining
industry is more
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extensive than
one can imagine

A gloomy perspective
This edition of Capital Magazine is devoted to a topic that is very important, not only to investors, but to
everyone: the impending shortage of raw materials. The world’s growing population and rising prosperity point various parameters in the same direction: in a few decades from now we will be facing shortages
in metals and mineral resources. The immediate result is greater volatility and higher prices – factors that
more and more businesses are starting to anticipate and prepare for. They do so, for example, by opting to
use fewer materials or by using other materials for production processes, and by recycling more. In this
edition Aart Roos of Auping shows his company’s successful path down this road.
Scarcity will certainly also be an incentive for the development of new techniques for raw material extraction, and will also be a driving factor in the search for new locations for raw material extraction. These
developments warrant certain annotations: the development of new technology requires time and money.
Add to this the fact that raw material extraction in areas that are difficult to reach, with low mineral concentrations, will require considerable energy and loads of water. One must also remember that these reserves will also be depleted at some point in time.
All in all it appears to be a rather gloomy perspective. Luckily, more and more companies are taking action
and have decided to fight this sombre view by working on new business models. They view higher prices
for raw materials as an incentive to develop new products with materials that are not as scarce. We have
therefore given businessman Bernd Damme space to present his initiative, House of Eléonore, which is a
good example of a smart alternative for scarce raw materials.
In the meantime, we also highlight the other aspects related to entrepreneurship, which pique our interest as an investor. For example, we met with Marcel Driessen, medical director of orthopaedic platform
Orthopedium / Medinova, to discuss operational excellence in the healthcare sector. We asked Dieseko
Supervisory Board members Paul van Es, Wim van Aalst and Rutger Ruigrok about their vision of the risks
and opportunities related to international expansion. We also interviewed Thijs Hendrix of Hendrix Genetics about the ambitions of this fast-growing family business.
All in all, this edition of Capital Magazine is once again varied in its themes and is also informative. It provides a window that affords a glimpse into the world of NPM Capital.
On behalf of the investment team,

Jeroen Drost
Managing Director, NPM Capital
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Key raw materials for
our industrial export
position.
Antimony | Beryllium | Chrome | Coking
coal | Fluorite | Phosphate | Graphite |
Indium | Cobalt | Lithium | Light rare earths |
Molybdenum | Niobium | Platinum | Silicon |
Tin | Titanium dioxide | Vanadium | Tungsten |
Heavy rare earths | Zinc | Silver

Most money spent on?
1. Phosphate
2. Platinum
3. Coking coal

Materials with the
supply risks?

highest

1. Rare earths
2. Antimony
3.Tungsten and indium

70

We need
times the
current amount of copper to
create
renewable
energy in 2050.

100%
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Does resource scarcity
pose a real threat – and, if
so, what are the options?
1987 was the first year in which the
Global Footprint Network calculated Earth
Overshoot Day – the day in the year on
which humanity's resource consumption
for the year exceeds the earth's capacity
to regenerate those resources that year. In
1987 we were operating in overshoot for
just 11 days. This year, Earth Overshoot
Day occurred on 13 August. In other
words, for the rest of the year we are
depleting Mother Nature's reserves to
maintain our current diet, lifestyle,
transport and leisure options.
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hile you may have reservations
about these kinds of initiatives, they
encourage speculation. Hence it is
hardly surprising that the internet
is rife with alarming predictions
of scarcity relating to many of the
resources on which our economy
depends. Public debate tends to be
dominated by concern about the oil
and gas we use to meet our energy
needs – so much so that other
potentially scarce resources are often
overlooked. This is unwise, say the
authors of the KPMG report Getting
a grip on resources, security of supply and
biodiversity published in 2014. At least
there are alternatives to traditional
fossil fuel energy sources, such as
wind, solar and geothermal energy.
There are no substitutes for resources
such as fresh water and agricultural
land to produce food, both of which
are in increasingly short supply. At
present the only solution is to make
more efficient use of the limited
resources at our disposal and, above
all, to ensure fairer distribution
of resources.
When it comes to mining-related
resources, such as iron, copper and
zinc and the group of rare earth
elements (which are not especially
rare, but rarely occur in economically
exploitable deposits), the issues are
more complex. Again, alarmists are
inclined to make dire predictions,
says Ton Bastein, Programme Manager
Resources at TNO, an institute that
specialises in applied scientific
research, and co-author of the book
Resources for our Future. He himself is
less pessimistic and does not anticipate
an acute shortage in the case of most
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metals. Having said this, there are
considerable uncertainties regarding
economically exploitable reserves,
with geopolitical factors playing an
increasingly dominant role.

Geopolitical factors
The remaining lifespan of an economically exploitable reserve of ore or metals
is usually expressed in terms of the
Reserves-to-Production Ratio (R/P). A
low number (such as less than 20 years
of confirmed production at the current
rate of consumption) is an indicator
that the market could be destabilised
relativelyeasily and that there needs to
be activity within that market to ensure
uninterrupted supply. However, the
report Materials in the Dutch Economy a vulnerability assessment, compiled by
TNO at the request of the Dutch
Ministry of Economic Affairs, states
that many international experts do
not consider this measure to be a
relevant criterion. According to Ton
Bastein this is because large mining
companies are not inclined to invest
in the exploration that is essential for
suspected deposits to be confirmed
as reserves. Bastein: “Exploration for
deposits of minerals is possibly even
more complex and more expensive
than exploration for reserves of oil
and gas. So there is little investment in
it, especially if an increase in proved
reserves is unlikely to add to the market value of a company’s shares. Given
that this is the case, many experts
believe that the data published by the
United States Geological Survey – the
leading earth-science agency in the
United States – is inaccurate and
possibly even corrected for
administrative purposes.”

Then there are the geopolitical
factors. The semi-colonial idea that,
come what may, Europe is first in
line in terms of access to resources
is starting to shift, says industrial
ecologist René Kleijn at Leiden
University. The US and countries
such as China and Japan have been
thinking far more strategically
about the importance of resources
for their economies for many years
and they are generally able to act far
more rapidly than the ponderous
EU 28. According to Kleijn, it is not
inconceivable that this could put the
EU in a very vulnerable position.

Essential for the transition to
renewable energy
This potentially vulnerable position
is particularly evident in the context
of the transition from fossil fuels
to renewable energy, which has
now been given top priority by
the European Commission. Three
years ago the conclusions of a MIT
study presented by David Chandler
in the report Clean energy could lead
to scarce materials made it clear that

3.5 MW
“A large 3.5 MW
wind turbine contains
approximately 600 kilos
of rare earth elements”
the current reserves of energy
conductors (such as copper) and
some of the rare earth elements
make it impossible for this transition
to be implemented on a global scale.

For example, at the moment the
chemical element neodymium is an
essential component of the permanent magnets in wind turbines and
dysprosium is an essential component in many of the electric engines
used in electric cars. China is the
sole supplier of these elements and
both are likely to become scarce.
To give some idea of scale: a large
3.5 MW wind turbine contains
approximately 600 kilos of rare earth
elements, while an electric vehicle,
with its batteries and heavy electric
engine, contains approximately
5 kilos. According to experts,
dysprosium will pose the greatest
problem, with demand set to increase
by a factor of 26 in the next quarter
of a century. Demand for neodymium
will increase by 700%.
Bastein: “While these shortages
are not imminent, our long-term
ambitions and projections of
economic growth and technological
development give genuine cause
for concern. Things will be tense, to
say the least. The situation is further
complicated by the fact that many
crucial resources are by-products of
the mining of other metals. They are
not produced for the market in their
own right. If there is a rise in demand,
the price goes up, but there is no
corresponding increase in production.
Mining operations are not financially
dependent on the extraction of these
by-products. Demand for indium, for
instance, is primarily determined by
global production of LCD screens, but
the production of indium is directly
related to zinc mining.”

Steep learning curve
Of course the key question is
how we adapt to cope with the
impending shortage of resources.
According to experts, with the
economic system as it is, companies
can prepare for an impending
shortage in a number of ways.

Factor 5
“In some instances
we need to reduce
consumption by a
factor of five or more
to get anywhere”
The most obvious approach is
resource efficiency, which involves
using limited resources in a (far
more) sustainable way. While this
might not resolve the essential
problem, it will postpone it for
the time being. Bastein: “Resource
efficiency is always advisable. But,
in reality, all of the low-hanging
fruit was plucked a long time ago.
With industry being as cost-driven
as it is, it has made notable progress
in this respect. Coatings that were
once half a millimetre thick have
since been reduced to just a few
microns. It’s a steep learning curve,
and one that has to be embraced
worldwide. It’s also important to
note that, in terms of cost price, a
5% or 10% increase in efficiency is
relevant, but to forestall scarcity, in
some instances we need to reduce
consumption by a factor of five
or more to get anywhere. A 10%
reduction will have little impact.”
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3
"Elements of hope:
calcium, carbon and
silicon”
What about the potential effects
of recycling? Again, Bastein has
reservations. Metal, glass and paper
can be recycled relatively easily,
but when it comes to precious
metals and especially rare ores,
things are more complicated. The
technologies used to recover these
materials, if indeed they can be
recovered, are complex, expensive
and highly energy-intensive. “At this
point resource efficiency ends up
chasing its own tail,” says Bastein. “A
smartphone contains such minimal
quantities of recoverable materials
that it is neither technically nor
economically feasible to recycle it.
So in some instances, recycling is
not strategically relevant. Crucial
materials that can be successfully
recovered are extracted from residual
waste generated by the production
of products such as LCD screens.
Chemically, these materials are still
relatively pure and they are present
in relatively large amounts. Both of
these conditions are required for
successful recycling.”
‘Elements of hope’
A third possible scenario is substitution. Here we enter the domain
of materials science. For example, is
it possible to develop a substitute for
dysprosium magnets by ingeniously
rearranging the atoms in more
abundant materials? Bastein: “From
an academic point of view this is
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a tremendously exciting and very
promising field of research. The basis
of this research is formed by what
are now being called the elements
of hope: elements such as calcium,
carbon and silicon, of which we
have an almost endless supply. If, on
the basis of these materials, we can
develop new materials with new
properties, we really will have a game
changer in our hands.”
While it’s important not to get carried away by technological optimism,
the success of the Dutch technology
startup Avantium testifies to the
potential of material substitution. The
company has developed an alternative
to the polyethylene terephthalate
used to make plastic bottles, in the
form of polyethylene furanoate
(PEF), which is based on sugar. PEF
can be recycled several times and it
also has superior material properties:
studies have shown that soft drinks
keep better in PEF bottles than in
PET bottles. The fact that Coca-Cola
has signed a partnership agreement
with Avantium speaks for itself. And
Danone has also shown an interest.
However, because the use of sugar as
a biodegradable resource competes
with the use of sugar as a food, in the
next phase of the project Avantium
wants to switch to PEF made from
wood and agricultural waste.
The Achilles' heel of substitution is
the difficulty of establishing a clear
business case because, ironically, the
virgin material is (still) too cheap.
For example, it has been technologically possible to produce recycled
plastic rather than new plastic for a

long time. But, with today’s low
oil prices, plastic recycling is not
a profitable investment, and this is
unlikely to change in the next few
years. There is also the fact that the
price of a crucial resource usually
accounts for only a fraction of the
price of the product. So while price
volatility of an element such as
dysprosium is inconvenient, as long
as the electric engine in which it is
used is simply a small component of
an e-bike that retails for €3,000, the
difference is easily absorbed by the
law of price elasticity.
Circular economy
Lastly there is the most radical
scenario: one in which the existing
linear economic system, where
we ‘take, make and dispose’, is
gradually replaced by a circular
economy based on closed loops.

Sensible
“A circular economy
is simply the most
sensible way of
envisaging our
economy”
According to Joss Blériot, Head of
Editorial and European Affairs at the
Ellen MacArthur Foundation (the
world’s leading think tank in this
field), the framework of the circular
economy should not be seen purely
as a response to the impending
scarcity of resources. He says: “This
issue has occupied a prominent
place on the agenda since the

influential asset manager, Jeremy
Grantham, published his essay on
the Great Paradigm Shift. But it is
actually a consequence of one of the
structural flaws or inefficiencies of
the existing linear economic system.
It’s important to acknowledge that
this system has been extremely
successful. It has lifted billions of
people out of poverty and brought
about unprecedented levels of
affluence, security and education in
the Western world. But that doesn’t
alter the fact that we are now at a
point in history where economic
transformation is both imperative
from an ecological point of view and
technologically feasible. Rather than
being a dogmatic imposition, the
idea of a circular economy is simply
the most sensible way of envisaging
our economy at this point.”
In other words, in the vision of
the Ellen MacArthur Foundation,
a circular economy is, above all, a
well-thought-out and expediently
organised economy that makes
efficient use of resources and
reduces, and eventually eliminates
waste flows. Organic and technological product components are used
in such a way, that at the end of the
product life cycle, they can be used
in another closed loop: technological
components are reusable and/or
recyclable and organic components
are compostable. For this to be
possible, new forms of cooperation
within the supply chain and new
networks are needed. There will
also have to be a shift from product
ownership to product use (productas-a-service and sharing platforms).
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More
"Creating a more
circular economy is
not an insurmountable
challenge”
Blériot: “Our current technology
allows us to build systems that can
track resources throughout their life

SHV:
Make It Last!
According to Katrien Wijsman,
Manager Innovation +
Sustainability strategy at SHV,
the trading group wants all of its
operations to derive a structural
proportion of their revenues from
innovation-driven and sustainable activities by 2018.
Wijsman: “We are just at the
start of this process, but we have
placed it squarely on the joint
agenda for all of our operations.
We see it as our role to advance
the thinking about new business
models – especially circular
ones. As part of this, we feel it is
important to conduct an internal
campaign that will influence the
culture within the organisation,
so staff feel free to concentrate
on things that will pay off in the
long term. Hence our motto,
Make It Last!”
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cycle. We have developed advanced
separation and recovery technologies
for recycling and materials recovery.
Sharing platforms are proliferating.
From a purely techno-logical
point of view, creating a more
circular economy is not such an
insurmountable challenge as long as
we develop systems that are at least
as customer- and user-friendly as the
existing systems.”
‘Linear lock-in’
In making this last point, Blériot
touches on an important issue.
Attitudes may eventually change, but
at the moment Western consumers
are not prepared to make sacrifices for
‘a better system’. So ‘the system’ has
to offer better solutions. And that’s
not something that can be achieved
overnight.
Blériot: “The current business
reasoning means that there is ‘linear
lock-in’. Every minute aspect of a
business process has been optimised
over decades and performance is
measured in terms of the number of
units of product sold on the market
per quarter. With all of this in place,
it is difficult to switch to a business
model that offers the same product
as a service, with a different product
design, cross-factory collaboration
and a supply chain organised in a
completely different way. The prospect
of resource scarcity alone is not
enough to set those wheels in motion.
It has to work the other way around.
Companies that are on the right track
will find that they are less dependent
on resources and market movements.”

The nice thing about the circular
scenario is that it eliminates the need
for any other scenarios. So, in terms of
the prospect of resource scarcity, the
fact that circular business models are
being considered in the boardrooms

Redundant
"Creating a more
circular economy is
not an insurmountable
challenge”
of an increasing number of Western
companies is encouraging. Whether
these considerations will lead in time
to a structural decoupling of growth
in prosperity on the one hand, and
an increase in the amount of raw
materials and fossil fuels on the other
hand, remains to be seen. We can but
hope. For, as the Canadian philosopher
and futurist Marshall McLuhan once
wrote, ‘There are no passengers on
Spaceship Earth. We are all crew.’

Internationalisation

		 “You conquer
the world
step by step”
Business is a matter of managing risks in order to take full advantage of opportunities. This is especially true in distant foreign markets, where a companies lack a
detailed understanding of the culture or the market. In addition to allowing for the
usual business risks associated with exchange rates, financing and payment,
companies seeking to expand their international presence also have to allow for very
specific market risks, culture and staffing-related risks and even possible political
threats ranging from unexpected government interventions to boycotts and even war.
Yet distant foreign markets offer attractive opportunities for companies with a
distinctive product. These markets are often both less mature and less saturated.
In most cases the local competition is less developed or lagging behind in terms
of quality or technology. In short, for those who know how to manage the risks,
internationalisation can bear fruit.
Dieseko Group, which engineers and produces vibratory hammers, cranes and
power packs for the foundation industry, is one such company that is rapidly
expanding its international operations. Based in Sliedrecht in the Netherlands, the
group is fast developing a leading position in its global niche market. Following a
supervisory board meeting, the members of Dieseko’s supervisory board, Paul van
Es, Wim van Aalst and Rutger Ruigrok, share their views on the opportunities and
risks of international expansion. They refer to Dieseko as an example, but discuss
the subject in a broad sense based on their background and experience. The key
question is, what insights have they gained as a supervisory board member,
majority shareholder or investment director? And what do they do about it?
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Theme 1
What are the risks?

Paul van Es can easily point out the risks of internationalisation
in the current economic climate. “Things are not going
well, especially in emerging markets. Economies continue to
falter and a further slowing of the Chinese economy will have
a major impact. At the same time trade with Russia is affected
by a boycott. This alone has caused us to lose a considerable
number of deals. The outlook is also bleak in the oil and gas
sector, where more than 1,000 billion in investments worldwide has been put on ice. These are all unforeseeable developments and circumstances, but companies have to be able to
cope with them.”
Wim van Aalst: “Thorough preparation helps mitigate risks.
Explore the market, bring in advisors if necessary, and focus
primarily on the insights you gain from this, more so than
on the costs. Having said this, preparation has its limits.
Thoroughness is achieved at the expense of speed: detailed
market research can take months. If an opportunity arises you
have to be able to act fast."
All of the men at the table agree that thorough preparation
can substantially reduce the catalogue of risks associated
with internationalisation. But are there still risks that cause
them to lose sleep at night? The response is immediate and
unanimous. "Yes, the prospect of a local business partner or
dealer with whom you are developing a new activity in a
foreign market making the wrong move.”
Paul van Es: “Above all, you are dealing with people and
human interaction. Is your local partner reliable and capable?
And do you understand each other? You can’t tell this from a
few meetings and a credit status report. You have to work it
out as you go along, step by step. You start cautiously, operate
on a small scale and only invest what you can afford to lose.
Keep a close eye on the way things are developing and make
sure you always have the option of pulling out.”
Rutger Ruigrok: “Conversely, once you have found the right
partner, you can step up a gear. Dieseko owes its success in
Singapore to the fact that we are working with an excellent
local partner. Then business can take off and the company can
invest more in the partnership. Dieseko now has its own office
in Singapore, which is serving as an important growth engine
for the region as a whole.”
Wim van Aalst: “The success of such a partnership largely
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Internationalisation

depends on mutual understanding, and

ship not to exploit opportunities for

to be taken and the speed at which this

that can be very difficult. With all of the

your product or service in other markets.

can happen. That always depends on the

linguistic and cultural differences, how

Internationalisation is not an end in itself.

circumstances and the opportunities that

can you be certain that you really under-

It’s not a matter of simply generating

arise.”

stand each other? You have different

more revenues and establishing a global

customs and etiquette and the way you

presence. It’s about growing profitable

Wim van Aalst: “That’s one of the most

perceive things also differs. This can lead

revenues to make the company stronger.”

appealing things about running a
business: you have to be able to adapt to

you to interpret the same facts and what
you say to each other very differently. I am

Wim van Aalst: “International expansion

circumstances. It’s all part of the adven-

not talking about ill will. Even with the

involves risks, yet at the same time it also

ture! Things rarely work out exactly

best of intentions you may still be talking

spreads the risks. Companies that derive

the way you planned. You hear things,

at cross purposes. You leave the meeting

the majority of their revenues from

you do market research, you travel to

feeling good about things and a week later

Russia will be struggling at the moment.

a region... You don’t have any control

your foreign partner does something that

Activities in Western Europe, Brazil or

over the opportunities that arise or the

takes you completely by surprise.”

the Far East help soften the impact of the

places where that happens. Sometimes

Russia boycott. Expansion in emerging

you can’t find the right partner. Or the

Rutger Ruigrok: “It is necessary to invest

markets gives a company new growth

partner you found fails to measure up,

considerable time and effort in maintain-

prospects outside the saturated European

so you have to take a step back and start

ing the relationship. Even when partners

markets.”

again. Of course, there’s also every chance

are well acquainted and the partnership

that you will find the perfect acquisition

has matured, this requires more than two

Paul van Es: “Spread is strategically impor-

visits a year. And contact shouldn’t be con-

tant. And by that I mean not only geo-

fined to the management level. At Dieseko

graphical spread across markets, but

Paul van Es: “You need to ensure that

a technical manager travels to Singapore

also the spread of products and business

you are moving in the right direction

for a monthly management meeting to

concepts you offer in these markets.

strategically and achieving the required

ensure that the company is operationally

Dieseko has added cranes and power

spread. Now that we have the internet

aligned.”

packs to the range of equipment it offers,

there is no need to develop a presence

which can be purchased or leased. If you

in every country. Professionals who can

supply a wide array of products to cus-

read product specifications are quite hap-

tomers in different sectors in several geo-

py to order vibratory hammers online if

graphical markets, you have a company

necessary. And if it’s urgent, the order can

that can withstand economic headwinds.”

be put on a 747. You don’t need a local

Theme 2
The need for,
and benefits of,
internationalisation

presence for that.”
To what extent can international expansion be planned by applying the principles
of entrepreneurship and spread?

Why should a company embark on

18

candidate. It’s all part of the game.”

Rutger

ventures in foreign markets when it

Only to a limited extent, says

involves so many risks and requires so

Ruigrok. “The strategic plan provides

much time and attention?

direction. The company has some idea

Theme 3
Monitoring risk from an
appropriate distance

of the markets in which it intends to

During the process of internationalisation

Paul van Es thinks the answer is self-

operate, but it’s impossible to predict the

supervisory board membors, sharehold-

evident: “It would be poor entrepreneur-

exact steps, the order in which they need

ers and investment managers are not the

ones at the helm. They approve the expan-

required investments and strengthen the

sion strategy, after that they have to allow

company’s capital position if necessary.”

Rutger Ruigrok
is an investment director involved in

the management team to execute it. What
can they add? How can they help steer the

Paul van Es: “Time invested in building

the internationalisation of the portfolio

process in the right direction? And how

close working relationships between the

companies he manages for majority

difficult is it to maintain the appropri-

management and supervisory boards

shareholder NPM Capital, including

ate distance, especially for a supervisory

pays off. At Dieseko, in addition to our

Dieseko and NileDutch. He is familiar

board member who formerly served as

regular meetings, we also have an annual

with the issues to be considered in

chief executive and has the relevant expe-

session on strategy. Without an impera-

managing risks and financing this

rience?

tive agenda, we can discuss fundamental

process in widely diverse sectors.

issues such as how fast we want to move,
Paul van Es smiles. “Yes, I do worry some-

what we want to achieve, what risks we

times. But I know perfectly well that the

are prepared to take and what opportu-

management team must be free to act as

nities we see. If you take the time to do

it sees fit. I am also well aware that our

this, you then have a shared context on

Paul van Es

input as supervisory board members is

which to base decisions.”

was there at the inception of Dieseko

An ambitious management will some-

holder of a group of six companies

20 years ago. He is director and share-

effective precisely because we maintain a
certain distance.”

times bite off more than it can chew, or

that supply services and products to

Wim van Aalst: “The secret is to ensure

become very attached to a particular deal.

the global construction and offshore

a good flow of information, so you can

How do supervisory board members pre-

industry and is familiar with the perils

participate in the discussion on a one-to-

vent this from happening?

of cross-border ambitions in each of
these niche markets.

one basis. In the case of a company such
as Dieseko, the fact that an investment

Wim van Aalst: “Above all, you have to

director scrutinises a monthly financial

ensure that the management is capable

report and monitors the results helps

of achieving the strategic objectives.

enormously. If anything falls out of line

If you decide to pursue an ambitious

over there, we see the signs immediately.

internationalisation agenda, you have to

We also make a point of maintaining reg-

strengthen the management team so it

ular informal contact between meetings.

can execute the strategy. Then it’s a matter

If we have questions, we ask for addition-

of identifying opportunities and risks,

Rotterdam shipping company that ope-

al information.”

weighing them up and ensuring that you

rates cargo liner services between West

keep things manageable.”

African ports and Europe, South Africa,

Wim van Aalst
is founder and director of NileDutch, a

South America and Asia. He became

Rutger Ruigrok: “A good relationship with
the management is essential in creating

Rutger Ruigrok: “In the case of a growth

acquainted with the opportunities and

an open dialogue. You need to be able

strategy, it’s all the more important that

risks of foreign ventures while building

to communicate openly if an opportu-

the company is conservatively financed.

the shipping firm and has a large per-

nity arises and you have to act fast. And

If you have adequate capital buffers, you

sonal network in Africa.

it helps enormously if the supervisory

can withstand opposing forces and take a

board has a feel for the business and the

step back. Then you can speed up again

shareholders are involved in the discus-

when new opportunities arise.”

sion. Then you can efficiently weigh up
the opportunities and risks, assess the
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The exceptional facets of

Lab-created
diamonds
20

‘Unbreakable’
The word diamond comes from the
ancient Greek 'ἀδάμας', which
means ‘unbreakable’. In terms

Launched last year, House of Eléonore is the third
business conceived and founded by young serial
entrepreneur Bernd Damme. The Dutch startup
creates diamond jewellery using gem-quality manmade diamonds that cannot be distinguished from the
real thing. With world diamond production having
peaked and increasing concern about the adverse
environmental impact of mining, Damme believes manmade diamonds will change the face of the jewellery
industry over the next few years.

of its chemical composition, a
diamond is a collection of carbon
atoms arranged in a cubic crystal
structure, with the atoms bonded
in three dimensions. This partly
accounts for the unbreakable
hardness to which the mineral
owes its name.

Hard, harder, hardest
Diamond is the hardest known
natural material and is the touch-

How did you come up with the
idea for House of Eléonore?
“I had founded two businesses,
Eyewear.nl and Pelliano, and was ready
for a new challenge. My personal
interests led me to want to focus on
a traditional product that involves
craftsmanship – ideally within the
atmosphere of a family business. By
chance, I had made the acquaintance of
the Asscher family a few years earlier. I
arranged to go there for coffee, to see
if they could introduce me to a few of
the family businesses on my list. But
things worked out differently. I was
still there three hours later. Between us
we concluded that there was room for
innovation in the diamond industry.”
What do you plan to do differently?
“In a nutshell, by using modern
technologies to produce lab-created

diamonds and combining them with
fair trade gold, it is possible to operate
more responsibly, efficiently and rapidly than traditional jewellers and with
far less impact on the environment.”
Why lab-created diamonds?
“There are now fewer than 50 operating diamond mines in the world. The
general consensus is that production
has peaked. This is especially true in
the case of coloured diamonds, such as
pink diamonds. These are only found
in two mines, the largest of which,
the Argyle mine in Australia, is set to
close in 2020. This is already exerting
upward pressure on prices – also
because a growing number of investors
are liquidating their positions in other
resources and investing in diamonds.
At the moment the impact of these
developments is mitigated by the fact
that major producers, such as De Beers,

stone for a hardness rating of 10
on the Mohs scale of mineral hardness. However, natural diamond
is not the hardest material on the
planet: artificially produced nanocrystalline diamond (also known
as hyperdiamond) is much harder.

'Smog' diamonds
Artist

and

innovator

Daan

Roosegaarde recently launched
the world’s first smog vacuum
cleaner in Rotterdam. The Smog
Free Tower creates clean air in
public spaces by removing smog
particles from 30,000m3 of air
per hour. Roosegaarde plans to
compress the smog particles extracted by the tower into carbon
crystals, which will be set in specially designed ‘smog-free’ jewellery as black diamonds.
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Market development
Lab-created

diamonds

currently

represent no more than 1% of
the world market. As to whether
they will eventually conquer the
jewellery

market,

opinions

are

divided. Believers are convinced
that price will be the determining
factor: depending on their shape,
cut, size and quality, on average,
clear lab-created diamonds are
currently 20% to 30%, cheaper than
mined diamonds. And coloured
versions (pink and blue man-made
diamonds) can be 40 to 80 times
cheaper,

because

the

natural

equivalent is virtually no longer to
be found, whereas the supply of
lab-created diamonds is growing
rapidly. In March of this year the
market leader, IIa Technologies,
opened a new diamond production facility in Singapore with an
annual

production

capacity

of

more than 300,000 carats, an unknown percentage of which will be
used to create jewellery. So prices may well continue to drop. But
there are also detractors, such as
Ravi Dhar, director of the Center
for

Customer

Insights

at

Yale

University, who says: “They’re seen
as inauthentic, no matter that they
are objectively identical.”
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have amassed a large stock over the
years. But with increasing demand
for diamonds, not only in the US but
also - and especially - in emerging
economies, these will eventually run
out. A recent Bain report suggests that
by 2019 demand is likely to exceed
supply by 5 or 6 percent. So at some
point there will be a shortage and
natural diamonds will only be owned
by a happy few. Lab-created diamonds
cannot be visibly distinguished from
mined diamonds. They can also be
produced in all kinds of colours. They
are not cheap, but they are affordable
for almost all income levels.”
So why has it taken until now for
lab-created diamonds to enter the
jewellery market?
“The technology was there. It dates
back to the period of the Cold War,
when Russia and the US were both
trying to find ultra-hard materials for
military applications. But, for a long
time, the quality was not good enough
for jewellery. It is only since the turn
of the century that significant progress
has been made. And in the last two
years especially there appears to have
been a breakthrough. In saying this, I
don't mean to imply that the process
is easy or straightforward. In terms
of the technology, it is still extremely
complex. For example, to create a blue

diamond you have to allow for a failure
rate of 75%. So there is still a cap on
production for the time being.”
How are lab-created diamonds
made?
“There are two technologies. The first is
HPHT, which stands for High Pressure
High Temperature. Purified graphite is
subjected to a pressure of 2.5 million
kilos per square centimetre and held at a
temperature of 1500°C for a prolonged
period, with metal gases being added
to create particular colours. This is the
method we use, because it mimics the
geological conditions that create natural
diamonds. The other production method
involves the use of chemical vapour
deposition (CVD). This starts with a
diamond particle in a vacuum chamber.
A heated mixture of hydrocarbons and
hydrogen is then fed into the chamber
under low pressure and attaches to the
diamond, causing it to grow.”
Is it true that there is absolutely no
difference between mined diamonds
and lab-created diamonds?
“The difference cannot be detected by
the human eye. Lab-created diamonds
are pure diamonds that are chemically,
optically and physically identical to
mined diamonds. Natural diamonds
often contain flaws in the form of in-

Bernd Damme (1990)
clusions or impurities, which can be
observed in a laboratory. So labcreated coloured diamonds are often
more beautiful than natural coloured
diamonds, partly because the latter are
so scarce that stones of lesser quality
are also released onto the market.”

an increasing proportion of which are
set in jewellery. So rather than posing
a threat, my business model is actually
complementary to theirs.

House of Eléonore was founded in
close collaboration with Royal Asscher. Doesn’t your business model
pose a threat to theirs?

“There will be increasing demand for
diamonds as the world population
continues to grow and large groups of
citizens join the ranks of the middle
classes. Natural diamonds will only
meet a fraction of this demand. Mines
are eventually exhausted and some
mining areas are situated in countries
with unstable regimes. At the same

What developments do you
anticipate in the future?

2006 - 2013 (exit)
Founder and owner of
Eyewear.nl

2011 - 2013 (exit)
Founder and co-owner of
Pelliano (luxury menswear)

2014 - present

“Royal Asscher has recognised the
potential of lab-created diamonds for a
long time. However, their core business
focuses primarily on natural diamonds,

Founder and managing director
of House of Eléonore

time consumers are becoming more
aware of the issue of sustainability.
That alone makes an exceptionally
strong business case for lab-created
diamonds.”

According to Damme there will be increasing demand for diamonds as more citizens join the middle classes
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Take.
Make.
Remake.
Auping’s journey to a
circular business model

In the Dutch manufacturing industry,
bed producer Royal Auping is regarded
as a pioneer in the development of
circular enterprise. And in addition to
making great strides towards perpetual
reuse of resources and materials, the
company is also considering alternative
commercial models in which, rather
than buying a bed, the consumer
purchases a good night’s sleep. CEO
Aart Roos: “We want to move away
from linear use of resources.”
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A pile a thousand times as high as the Eiffel Tower. That’s
how many old mattresses are fed into incinerators in the
Netherlands every year. “More than one-and-a-half million
times 20 kilos of resources literally go up in smoke every
year. And that’s just in our little country,” says Aart Roos.
“Once you comprehend the implications, you realise that
this has to change.”
Roos uses this graphic image to illustrate one of the more
serious flaws in our current economic system: we are
extremely inefficient in our management of resources, even
though we know that many of them are finite. And the
growing world population inevitably means that resources
are in increasingly short supply. The situation is compounded
by the fact that the ‘take, make, dispose’ approach generates
vast amounts of waste and emissions that are threatening
our global living environment and the well-being of future
generations.
None of this is new to Roos: Auping embarked on what
he describes as a ‘journey towards circularity’ back in
2010. Roos: “We want to move away from the linear use of
resources. So circular enterprise is an important pillar of our
sustainability strategy, together with renewable energy, closed
systems, supply chain transparency and corporate social
responsibility.”

We want to move away from
linear use of resources
A closed loop of resources and materials sounds like a great
idea. However, putting it into practice is a very complex
challenge - one that requires adjustments in product design,
use of alternative materials and, in many cases, extensive
adaptation of operating processes. Roos: “It’s a transition
that has to be made throughout the supply chain. We
cannot do it alone. Among other things it requires very
specific knowledge of chemicals and materials. So we work
in partnership with knowledge institutions, especially
the scientific research and consulting institute EPEA – the
agency behind the Cradle to Cradle philosophy. Other
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suppliers are helping us to phase out toxic elements. For
instance, together with a small German supplier, we have
spent six years working out how to switch from oil-based
coatings to water-based coatings that meet all of our quality
requirements.”
Included in the balance sheet
When it comes to developing a circular enterprise, Auping
has an exceptionally good hand, says Roos. “To begin with,
we are a relatively small company with a capital structure
that does not require us to operate on a quarterly basis. We
can work with a long-term horizon, which is necessary for a
transition like this. Then there is also the fact
that we source as much as possible from the
surrounding area. Close proximity between
supply base and production enables intensive exchange and
collaboration with suppliers so you can take greater strides.”
Besides working out how to use materials in ways that
enable recycling, Auping also makes a point of recovering
resources. A few years ago the company introduced the
Auping Take Back System (ATBS), which takes back an
old mattress with the purchase of a new Auping mattress.
These old mattresses are recycled by a partner in Lelystad:
the steel bonnell springs (open-coil hourglass-shaped
springs - Ed.) go to Tata Steel and the polyethers (soft
foams - Ed.) are used in the manufacture of judo mats.
The company aims to process all fabrics in a closed loop
system within the next two years.
Roos: “This is an example of our ongoing efforts to link
resource recycling to the rest of the production chain. We
are learning a great deal in the process. Essentially, you
want all of your resources to be included in your balance
sheet and therefore in your financial model.”
Ultimately, Roos plans to introduce alternative business
models in which consumers lease rather than purchase
their bed and mattress. Then Auping will continue to own
the bed and the resources contained within it. “Rather
than regarding ourselves as a company that supplies beds,
increasingly we see ourselves as a supplier of better (more
energy-filled) days,” says Roos. “To start the day full of

Results
In recent years Auping has reduced the number of its
production facilities from three to one. At the same time,
together with a whole host of cleantech partners, the company
energy, you have to get a good night’s sleep. That’s what we
want to supply. This means that every so many years we take
the old bed back and supply a new one. This philosophy is
entirely in keeping with a circular economy.”
Impressive track record
As Roos points out, an often-overlooked aspect of circularity
is that products tend to be used for longer before being
disposed of. He says: “For sustainability to work, it has to be
based on good quality. If you continue to think in terms of
disposable objects, you won’t get anywhere. Auping has an
impressive track record in this respect: some people sleep
on an Auping bed for forty years. Others sleep on one for
ten years, then hand it down to their children. There are
companies that specialise in second-hand Aupings and I
know for a fact that there are Auping beds with a mesh base
and wooden frame made in 1910 that are still in use in the
Netherlands.”
One of the most important insights Roos has gained along
the way is that a focus on sustainability has an enormous
impact on performance, and therefore on results. “It forces
you to look beyond your own industry and to seek out
networks. This happens not only within the purchasing

If you continue to think in terms
of disposable objects, you won’t

has improved the sustainability performance of its head
office and production facility. As a result of these efforts:

gas consumption has been reduced by

90%
electricity consumption has been reduced by

45%
the number of transport movements
has been reduced by

120,000 kilometres
per year

get anywhere
division, but throughout the organisation as a whole,” says
Roos. “This immediately generates revenues, because you
find out that you can do business more efficiently: less waste,
shorter retooling times, that kind of thing. And, last but not
least, it empowers the people you employ to come up with
solutions and suggestions. This was what led us to eliminate
the position of sustainability manager a while ago. At Auping
this role is now undertaken by the company as a whole.”

process water is recycled within
a closed system

the head office is now heated and cooled
with energy generated by
production processes
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Front soldiers
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Last year snack
manufacturer Royaan
introduced a revolutionary new line of snacks
that no longer have to
be deep-fried: they can
be prepared in the

croquette

oven. This summer, the
company won the

Gold Wheel of Retail

is not
an oven
croquette

Award for the best new
product launched in
Dutch supermarkets in
the past 12 months.
R&D Manager Ton van
Ekeren talks about the
long road from test
kitchen to mass
production. “I wasn’t
prepared to settle for
anything less than a
10 out of 10.”
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is very different from producing a batch
of 1,000 kilos an hour. The conditions in
a test kitchen are totally different from the
conditions in a factory. To give you an
idea: when I roll a croquette by hand
in the test kitchen I use approximately half
a bar of pressure. The lowest setting on
our machines is 60 bar. They are
completely different parameters.”
Nevertheless, Van Ekeren and his team of
process technologists adopted a positive
frame of mind and started doing test runs
with production samples. “For the first
few months it was very, very difficult,” he
says. “We soon realised that the product-

“Market analyses indicate that in both

point we thought we might be able to do

the retail and catering industries there is

something with it.”

a need for products that can be prepared

neighbouring

quickly and easily in the oven or

That was in the spring of 2013. This time

microwave.” Ton van Ekeren quotes out

things were different: the development of

loud from the original project request

oven snacks was consistent with the

issued by Royaan director Bart Bakker in

manufacturer’s new strategic mission.

2013. For Van Ekeren the project had an

“Royaan wants to establish a position at

element of déjà vu: in 2006 he worked

the premium end of the market by meeting

ion technology needed to be completely

on the development of oven snacks as a

the needs of today's more conscious

revised. Our 20-metre line would have

product developer at Buitenhuis Snacks.

consumers with innovations that deliver

to be converted into a 60-metre line with

But the plans were put away in a drawer

convenience, quality and taste,” says Van

all kinds of new machinery. We had

– too complex, too many uncertainties

Ekeren. “Being able to claim that your

to work out how to control the process

and too many other priorities.

products no longer have to be deep-fried

far more precisely. The thickness of the

is a huge step in the right direction.”

coating was a critical parameter in this

There is no denying the complexity,
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I regularly visited the
DIY store with a bowl
of bitterballen

respect. We also had to develop new

says Van Ekeren. “Creating products

Neighbouring DIY store

drying technologies and add more

with a breadcrumb coating that can be

Having discussed the matter with its

stages to the process. It would take twice

prepared in a microwave or convection

shareholder, Royaan decided to embrace

as long to produce the new croquettes.

oven and emerge just as crisp as they

the challenge of developing a new

And each time we made a change we

would from a deep fryer has been one of

product line. Van Ekeren: “The problem

had to run tests in all types of ovens to

the great challenges in the food industry

is, you might develop something great

make sure we were on the right track. I

for decades. After we stopped working

in the lab, but there’s no guarantee you

would head off to the neighbouring DIY

on it, the basic technology was further

can achieve the same result in the

store with a bowl of bitterballen (mini

developed in Switzerland. At a certain

factory. Producing a one-kilo sample

meat croquettes) so people could sample

them. I could tell if we were on to something in a matter of minutes.”
Green light

One more small

me, this is the proof that the management

adjustment asks for

company’s mission. Of course it’s reward-

tremendous patience

In the meantime Van Ekeren started to
feel the Royaan marketing department

is 100% committed to achieving the
ing that our efforts paid off and that the
product line has been so successful in a
relatively short space of time.”

breathing down his neck. The new packaging had been printed and the advertis-

look back at what I have written three

Van Ekeren is now hard at work on

ing campaigns were all set. “Are you still

days later, I often think, ‘That might be

another of the 70 product developments

making adjustments, Mr Van Ekeren?”

worth a try.’”

projects that Royaan initiates every year.
“It’s quite a wish list,” he says with a

Nine months after embarking on the project Van Ekeren and his team were ready

Eight months later, after making several

laugh. “Less fat, less salt, even fewer

to do the first industrial test run. He looks

other major adjustments to the production

artificial additives… you name it. Each

back on this moment with mixed feelings.

and freezing process, Van Ekeren finally

improvement has consequences in terms

It still wasn’t the quality Van Ekeren had

gave the green light. He says: “By that

of food and process technology. Ulti-

in mind. “It was good, but if I had to

point, everyone at Royaan had pretty

mately, you have to be able to translate

give it a score, it would be an 8 out of

much reached the end of their tether. You

every requirement into a technological

10. And I wasn’t prepared to settle for

have to have tremendous patience to

solution. And each time you attempt to

anything less than a 10. At that point I

keep making one more small adjustment

do this you run into constraints that have

had to have a few very difficult conversa-

and trying one more setting. We spent

to be overcome. Sometimes it’s a real

tions with people within the company.”

25 test days adjusting production until

challenge. But I know from experience

we were satisfied. Then it took months

that if you want to create something that

When asked if he ever considered giving

for everyone to believe it and to really

scores nine out of ten in the factory, you

up he says: “Not for a second. That's not

feel ‘We’ve done it!’”

can’t make concessions in the lab.”

the way I work. If I run into a problem, I
step back for a while, discuss it with my

Successful product line

team, call a few fellow product

Royaan made a substantial investment

developers... I have an extensive

in new machinery. The company also

network, so this always sparks ideas that

appointed new production line operators

are worth exploring. I also keep a note-

and retrained its existing operators. Van

book next to my bed so I can jot down

Ekeren: “I don’t think many companies

things I think of during the night. When I

would have the courage to do this. For

Development of the Kwekkeboom oven croquette
2006

start of 2013

end of 2013

idea is conceived

basic technology
is developed

test production

October 2014

oven croquette in stores
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The Capital of ... the desert

32

This city does not exist.
This is ‘a project proposal
for a sustainable way to
live in the desert’. Luca
Curci, the young Italian
architect who designed it,
came up with a concept
for ‘desert cities’, using
elements that abound in
the desert, such as sun,
sand and wind. The
architect believes that by
recycling wastewater,
collecting rainwater and
using existing solarpowered systems to
produce drinking water, it
is possible to provide an
ample water supply. He
has also designed an
elaborate system for the
recycling and composting
of all kinds of waste.
Masdar City in the Emirate
of Abu Dhabi is a sustainable desert city in the
process of being built. The
city will eventually rely
entirely on renewable
energy sources, and,
according to the designers,
the British architectural
firm Foster and Partners, it
will also generate its own
water supply. Masdar City
will also be the first
‘zero-waste’ city in the
world: organic waste will
be turned into soil and
fertiliser and used to
produce biofuel, and
industrial waste will be
recycled or reused in a
different form.
Source: lucacurci.com
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Operational Excellence

Kaizen in the
operating theatre
One of the developments changing the face
of the healthcare sector in recent years is the
emergence of focus clinics. These treatment
centres, which are often private sector-owned
and operated, specialise in a particular
area of medicine, such as ophthalmology,
dermatology or orthopaedics. According
to Marcel Driessen, Medical Director of the
orthopaedic platform of Orthopedium and
Medinova clinics, these healthcare facilities
are rewriting the definition of quality care.
34
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Operational Excellence

Owner		
NL Healthcare
(formerly NPM Healthcare)

Clinics
Orthopedium and Medinova

Locations		
Delft, Rotterdam, Breda and Rozendaal

Treatments
Knees, hips, shoulders and sports injuries

Specialists		
More than 30 specialists including
25 orthopaedists, as well as several
neurologists and surgeons

Employees		
250

Net revenue		
€ 228 million

Portfolio company since
2008

NPM's interest 		
97%

About
NL Healthcare
36

Specialisation
“I think that we are one of the most highly specialised
orthopaedic treatment centres in the country. Our three
Medinova clinics in Breda, Klein Rosendael and
Zestienhoven focus exclusively on conditions that affect
the musculoskeletal system. Nedspine in Ede only performs spinal procedures and the Orthopedium clinics in
Schiedam and Delft concentrate primarily on prosthetics
and sports injuries. I am a firm believer in the benefits
of sub-specialisation, so I spend almost all of my time
performing replacement knee surgery. The more you do
something, the better you are at it. I implant several
hundred artificial knees every year. Someone who performs this many procedures is bound to be more skilled
at it than someone who only implants 15 artificial knees
a year. When you really specialise in something, errors
become increasingly rare. You can also work far more
efficiently. When you add all of this together, it is possible
to provide superior care at the same cost.”
Team
“We employ 22 orthopaedic surgeons and one
neurosurgeon. Between them they treated almost
26,000 patients last year. For this to be possible, you
have to be surrounded by a team of people who know
exactly what to do. The staff in the operating theatre
of an ordinary hospital tend to be generalists who
perform all kinds of operations. But orthopaedics is a
highly technical specialisation. You could see it like a
high-end automotive repair firm: a general mechanic
wouldn’t know how to fit that one small bolt at the
bottom of the gearbox in a Ferrari. We train our staff
so they do know. Here, all I have to do is mention
something and everyone knows what to do.”
Assembly line
“Focus clinics are often described as operating like
an assembly line. Strangely enough, this is rarely
meant as a compliment. Yet the care sector could

learn a great deal from the operational excellence
that automotive manufacturers such as Toyota
strive to attain. For example, if you know that after
operating on a left knee, you have to rearrange the
operating theatre before you can operate on a right
knee, it makes sense to do all left knees on a Monday
and all right knees on a Tuesday. We also wheel a
pallet stacked with every kind of knee implant into
the operating theatre, so we can be 100% certain
that we have the parts we need to hand. This kind
of process optimisation means that I can perform
six or seven knee replacement procedures a day.
That would never be possible in a normal hospital.
We also work with small teams who treat the patient
throughout, from intake to postoperative care. So
although it might look like an assembly line, the
treatment we provide is experienced as warm and
personal.”
Volume
“The health insurer CZ was the first to introduce
volume as a factor and other insurers have since
followed suit. They now base their negotiations with
hospitals on a minimum number of procedures. If, for
example, you perform fewer than 100 knee replacement procedures a year, they will contract another
hospital or clinic to provide this treatment. This
makes it clear that health insurers see a direct relationship between volume and quality. At the moment the
lower limit is still 100 procedures, but insurers are
thinking about increasing this to 250. That would rule
out a lot of hospitals for this procedure.”
Growth
“In the same way that more and more hospitals
are merging, we also have to grow. Not because
this is an end in itself, but because to run a focus
clinic, you have to operate on a certain scale. We
have to meet an ever-increasing number of regulations, report to regulatory authorities, keep our IT in

order, invest in electronic patient records, provide a
professional complaint handling service, and so on,
and so on. All of this requires manpower and you
have to assemble teams of professionals. You also
have to have a backup for every specialist, otherwise you are far too vulnerable. In NPM Capital we
have found a partner who shares our growth ambitions. We don’t want to conquer the market, but
we do want to continue to offer care of the highest
quality.”
Future
“Medical conditions that lend themselves to treatment at a focus clinic will at some point no longer
be treated at a general hospital. General hospitals
continue to operate in more or less the same way,
year in, year out. When you see this, you know
there must be room for improvement. Focus clinics
identify areas in which improvements can be made.
Too many hospital directors treat ‘their’ facility as
if it’s encased in a bell jar. Nothing can enter and
nothing can leave. They work with partnerships of
four or five specialists that are too small to really be
able to invest in things such as quality monitoring,
quality improvement, sub-specialisation, better communication with primary care teams and innovations
such as apps for patients. We believe horizontal
extramural collaboration is a far better model than
‘everything under one roof’. The orthopaedists
within our organisation work together to improve
the care process and build new knowledge. And we
keep a very close eye on patient-related outcome
scores (PROMS), so we can target our improvement
plans more effectively. Many healthcare purchasers
leave our clinics with a list of our outcome scores in
their pocket. That says a lot. Then you know you're
doing something right.”
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All in the family

‘This is an
industry
where rivalry
prevails’

The annual turnover of the international animal
genetics market runs into many hundreds of millions
every year and acquisitions are the order of the
day. Yet the financial media generally pay little
attention to the developments taking place in this
innovative niche of agribusiness. Thijs Hendrix,
president of the Dutch family-controlled company
Hendrix Genetics, sheds light on some of the
emerging trends in a sector that forms the basis of
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food security for billions of consumers.

(Thijs Hendrix (1955) is a farmer and
entrepreneur, like his father Harry
(1926-2010) and his grandfather Thijs
(1884-1954) before him). The words
he uses on his Twitter account are telling.
He describes himself as a farmer’s son,
an entrepreneur and the custodian of a
heritage that stretches back more than a
century. Yet Hendrix’ grandfather would
probably recognise little of his original
farming enterprise in the Hendrix
Genetics of today. In the last few decades
the company has become a leading
international player in the field of animal
species used for commercial breeding
purposes. It now operates in more than
100 countries and employs over 2,500
people worldwide. The company’s areas
of expertise include laying hens and eggs,
turkey breeding, pig breeding and aquaculture. Supporting activities, such as the
development of breeding software, also
make a sizeable contribution to annual
revenues of €340 million (2014).
Hendrix Genetics is led by a management committee, with the two
co-founders, Hendrix himself and CEO
Antoon van den Berg, both playing a
key role. The majority of the shares are
owned by the Hendrix family, so the
company is still family-controlled. Its
first external investor, the French industrial group Sofiprotéol, a subsidiary of
the Avril Group owned and managed
by a cooperative of 150,000 farming
members, was brought on board in
2008. NPM Capital became its second
external shareholder earlier this year.

Forward integration
Thanks to NPM Capital, Hendrix
Genetics will be able to accelerate the
execution of the long-term strategy
outlined in its Vision 2020 plan, says
Hendrix. This acceleration is welcome
in a sector characterised by forward
integration worldwide. Two years ago
the company incorporated the largest
turkey distributor in Europe and is
investing heavily in distribution the
distribution of laying hens in the US,
with the acquisition of two existing
distributors and the construction of a
new facility.
Hendrix: “We pulled out all the stops
and the results have exceeded our
expectations. The margins might not
be as big on the distribution side, but
they are more stable. The structure of
the sector has improved considerably
and better coordination between the
North-American, Polish and French
markets is enabling increased efficiency.
All of this is clearly paying off.”
It turns out that forward integration has
other advantages. More direct contact
with the end customer – the farmers
who rear the livestock for slaughter
– gives the company a clearer understanding of the areas that offer scope for
further product improvement. Forward
integration also allows Hendrix to control factors that affect quality (such as
temperature and feed) one step further
along the value chain, which can have a
positive effect on margins as well.

Cross-pollination with
other industries
Hendrix Genetics’ long-term
strategy is supported by four
pillars: multiple value creation,
collaboration, sustainability
and innovation. The company
invests 15% of its revenues in
R&D every year and recently
decided to set up a new business
unit in addition to its existing
Research & Technology Centre.
The new unit, HG Innovations,
will conduct research on the use
of so-called adjacent technologies
- technologies being developed
in adjacent fields, such as human
medicine, which may eventually
be used in animal genetics.
Hendrix has high hopes for this
cross-pollination with other
industries. Among other things
he believes that nanotechnology,
which makes it possible to
monitor individual animals
through to the point of slaughter,
will turn out to be a game changer
in that it could lead to reduced
use of antibiotics.
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Growing demand for animal
protein
There’s no doubt about it. The
commercial prospects in the animal
genetics industry are promising. The
world’s second largest market research
firm, MarketsandMarkets, anticipates
that, five years from now, the global
market for breeding stock and related
services will be worth an estimated
$20 billion. The factors driving this
development are the growth of the
world population, especially the
expanding middle classes, and the
increasing demand for animal protein.

Breakthroughs in
animal genetics are not
patentable, we always have
to stay one step ahead

The company's business activities

also add value to the supply chain, as
Hendrix explains. “Breakthroughs in
animal genetics are not patentable outside of the seed sector, for example. This
means that we always have to stay one
step ahead. We have to keep producing
new offspring that are more efficient
than the previous generation. In doing
so, we are constantly contributing to
value creation in the chain.”
Maintaining the R&D budget required
to achieve this can be a challenge.

“Patents mean that seed breeding
companies can achieve profit margins
of between 5% and 10% through value
added selling,” says Hendrix. “In our
sector margins are significantly lower.
In the long term this is detrimental not
only to the sector, but also to society
as a whole. Yes, R&D costs money
but, ultimately, it is the only way
we will be able to meet the growing
demand for protein and specific
consumer requirements.”
This is why Hendrix is a firm advocate
of greater collaboration across the
animal protein chain. “Those of us on
the supply side need to work together

Hendrix Genetics: facts & figures
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Guaranteeing biodiversity

more. We need to think in terms of
integrated value and consider the
interests of all stakeholders,” he says.
“This is an industry where rivalry
prevails, partly because of consolidation at the retail end. Whenever there
is surplus supply, companies try to
knock each other out of the ring by
lowering margins, when they should
be concentrating on the added value
generated by the sector. ”

Poised for further consolidation
In the short term Hendrix sees the most
promising opportunities for growth in
North and South America, Asia and
Russia. “Until recently Russia depended
on imported grandparent and parent
stock, but has indicated that it wants to
establish its own breeding lines so it can
be independent,” he says. “This is a welcome development for us, because our
breeding software and animal breeding
material make us a key supplier at the
top of the chain. We can profit from this
on an ongoing basis through licensing
and knowhow contracts.”
The company is also poised for further
consolidation in markets such as
the pig breeding, aquaculture and
traditional poultry breeding industries,
which are still overly fragmented.
“There has been consolidation in

Genetic enhancement of living organisms is a controversial issue.
Activities involving GMOs are meeting with resistance worldwide.
When asked if there is a danger that breeding might lead to genetic
impoverishment, Hendrix says: “We are strongly committed to animal
welfare, and our internal procedures maximise animal welfare. Genetic
manipulation of animals is not allowed. We are also highly aware of the
issue of biodiversity. For example, at the moment we use four species
of laying hens, but we have 34 other species within our company, so
we can create new crossbreeds if the market changes or if we want to
respond to new developments. This will enable us to develop hens that
thrive on feed made from algae or insects, for instance. These could be
very important developments.”

the laying hen and turkey markets
worldwide,” says Hendrix. “Integrators operating on a large scale are
well positioned in the supply chain.
And since incremental improvements
in the feed conversion ratio have an
enormous impact, they choose the
most professional breeding companies,
because they are the ones with the best

not enough awareness of the fact that,
in order to survive, you have to be
able to combine quality with scale and
market presence.”

To survive,
you have to combine
quality with scale and
market presence
products. The pig industry is one of
the markets that have a long way to go
in this respect. I’m not surprised the
sector is having such a difficult time:
there is far too much mediocrity and
Thijs Hendrix, président Hendrix Genetics
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Things can be done

Differently
Innovative entrepreneurs devote their
talents to small-scale elder-care facilities
With the government progressively withdrawing from the provision
of healthcare, private-sector entrepreneurs are developing new care
concepts. Dagelijks Leven and Het Gastenhuis are two examples.
Both specialise in creating small-scale assisted-living facilities for
elderly people with dementia. “NPM Capital has invested in both
and is planning to develop a national platform for high-quality elder
care facilities,” says NPM associate Nynke Slegten. “We believe that
by bringing parties together under one platform, we will be able to
achieve rapid growth.”
NPM Capital rarely invests in startups, but in 2012
the private equity firm made an exception in the
case of Dagelijks Leven. It was virtually a foregone
conclusion, with three experienced (healthcare)
entrepreneurs gathering to discuss an ambitious
plan of developing 50 to 75 small-scale elder care
facilities over a period of five years, and a leading

real estate investment firm such as Amvest showing
an interest. Since well-being is one of NPM’s strategic
investment themes, the deal was soon done.
Amvest then put NPM in touch with Het Gastenhuis,
another organisation with big growth ambitions. And
it wasn't long before somebody came up with the
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Han Schellekens

Dagelijks Leven:

education
PhD in Civil Engineering, TU Delft
MBA, Erasmus University Rotterdam

to provide better quality care at a lower
cost in a way that appeals to everyone.
It’s a typical win-win situation for all
stakeholders.”

background
- Associate Partner Boer & Croon
- CFO of ADG Dienstengroep
- Managing Director of Curealis
Holding
- launched Dagelijks Leven
together with Jan Bleichrodt and
Stefan Postma

“In the Netherlands there are

be increasing demand
for innovative forms of
elder care

that each new facility is both a copy

Commercial clout
Slegten emphasises the fact that NPM
Capital has invested in Dagelijks Leven
and Het Gastenhuis as healthcare
enterprises. The healthcare real estate is
owned by Amvest Living & Care Fund
(AL&C Fund), which was set up in late
2013 as a property development
fund for small-scale assisted-living
facilities in the Netherlands. Amvest
recently doubled its commitment to the
fund from €500 million to €1 billion.
Slegten: “The partnership between NPM
and Amvest is unique in the market.
Healthcare real estate is a long-term proposition, with minimum lease periods
of 15 years. Amvest sought a reliable
partner who can help the entrepreneurs
successfully develop their offering with
a clearly defined concept. The focus on
the long term makes for a very good fit
between the two investors.”

idea of bringing both concepts together
under one platform that could then be
expanded. Slegten: “We are planning to
develop a market-leading platform for
small-scale assisted-living facilities that
provide high-quality intensive care for
elderly people with somatic and/
or psychogeriatric problems in a costeffective way. We believe that, within

"The partnership also has another
major advantage in that it enables rapid
adjustment and scaling-up", says Slegten.
“Many of the small-scale care initiatives
that exist in the market are one-person
businesses. What we have observed is
that they usually have to find another
real estate investor each time they want
to open a new facility. That takes time
and effort. We believe that by bringing
parties together under one platform we

approximately 250,000 people with
some form of dementia. Most of them
are over 70, but dementia can also
affect younger people. Dementia

goal
plans to open 50 to 75 new
Dagelijks Leven facilities over the
next five years

is incurable, but it is possible to
provide forms of care that mitigate
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Within society there will

the human and social cost of the

of and better than the previous one.

condition and enhance quality of

This requires a process-based

life. At Dagelijks Leven we offer

approach rather than a project-

small facilities run by teams that

based approach. We standardise

are more or less self-managing.

as much as possible and are con-

This eliminates large overheads and

tinuously evaluating, adjusting and

allows us to keep our operation

fine-tuning. We often hear people

lean and mean, while still offering

say: ‘What you offer really works.

high-quality care at relatively low

But it can’t be rolled out.’ We see it

cost. We want to be affordable for

as a challenge to keep our organi-

everyone. Our prices are such that

sation tight enough so the concept

those people whose only income is a

can be rolled out. Then we can

state pension can also afford to live

show that there are other ways to

in one of our facilities. Our concept

provide care for people with

is unique in that we strive to ensure

memory problems.”

society, there will be increasing demand
for innovative forms of elder care. Partly
because of the ageing population and the
additional – and increasing – costs this
will involve in terms of care, and also
because a growing number of people
with dementia want to stay in control
of their lives. Dagelijks Leven and Het
Gastenhuis are proving that it is possible

Annemieke Bambach
Het Gastenhuis:

will be able to achieve rapid growth.
Dagelijks Leven currently has eight facilities and is planning to open another
12 by the end of 2016. To make that
happen, you have to have what it takes.”
Experienced management
NPM Capital has high expectations
of the two healthcare enterprises in
which it has invested. They operate in
a vast market that is developing well
in response to prevailing trends. The
market is also still very fragmented. “At
the moment less than 1% of the service
provision in this market is in the hands
of the private sector,” says Slegten. “In
other countries it is common for large
private-sector companies to be involved

education
Hospitality Business School in
Maastricht and Sociology, University of Amsterdam

background
- organisational consultant (a.o.
elder care at Twijnstra Gudde)
- Sector Manager healthcare at
ABN AMRO
- Director of De Drie Notenboomen
(the organisation behind the
Thomashuis and Herbergier care
facilities)

“The Netherlands is faced with the
phenomenon of double ageing of the
population. In other words, more people
are growing old, and, on average,
those who grow old are also living

Abroad it is common for
large private-sector
companies to be involved
in nursing home care
in the delivery of nursing home care.
In the Netherlands this development is
still in its infancy. If you also consider the
fact that both portfolio companies are
led by very experienced and motivated
management teams, we have Wim de
Weijer as a highly respected supervisory
board member with extensive experience
in private equity investments, and our
partner Amvest has doubled its commitment, it’s clear that everything points to
a sustainable return on investment for all
stakeholders.”

longer. Since the likelihood of dementia
increases with age, in future there will

- launched the Het Gastenhuis care
concept in 2013 together with
Clasien Schakenraad

goal
opening 50 new facilities in the
next few years

be more demand for the type of care
we offer. We have noticed that an
increasing number of people are looking

have noticed significant differences.

for alternatives because they want a

Some municipalities are acutely aware

solution that matches their lifestyle. This

that the local population is ageing

is rarely the local nursing home that

rapidly and that the demand for care

their health insurer happens to have

is increasing. They feel responsible

contracted for them. They do a lot of

and are keen to develop a range

research because they are looking for

of innovative care solutions, so they

more than just a pleasant environment:

welcome initiatives like ours. In other

ultimately they have to be convinced

municipalities the mood is one of

that the care concept will work. All Het

despair. They haven’t yet worked out

Gastenhuis facilities are managed by

how to respond to the developments

a resident two-person team or couple

associated with the Social Support

of healthcare professionals, who are

Act (Wmo). They find it burdensome

responsible for all of the care offered in

to have to close existing nursing

and around that facility. They do their

homes and assist in the creation

utmost to make their ‘guest house’ a safe

of new capacity by private-sector

haven for people in the surrounding

entrepreneurs. However, the fact that

area who are living with dementia. The

we are offering something that, deep

atmosphere is warm and inviting and

down, they would want for their own

people who receive care at home are as

parents or for themselves is often what

welcome as the residents. We strive to

changes the minds of those who make

maintain continuity and this enables us

the decisions. You can put forward all

to offer very high-quality care.

kinds of rational arguments, but, in the
end, you also have to consider how you

“In our dealings with municipalities we

feel about it.”
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The world of NPM
NPM Capital is an independent investment company that provides growth capital to medium-sized and large
enterprises that are based in the Benelux. It is an investment partner of entrepreneurs and management teams
with expertise and experience, financial capacity and a comprehensive network. A focus on improving
operational processes, e-commerce and sustainability leads to the creation of business and shareholder value.
As an active shareholder, NPM Capital is committed for an unlimited period, as long as the development phase
lasts and as far as it extends. This flexible investment horizon offers space for value to be created and the NPM
Capital investment partner is ideal for family companies, buyouts and buy & build scenarios.
NPM Capital has over 65 years of experience in the provision of risk capital. The portfolio currently comprises
30 portfolio companies which are active in a range of sectors, from the manufacturing industry, food industry
and offshore to e-business and healthcare. Common to all of these, however, is a clear growth or development
strategy, highly motivated management and a sustainable competitive position.

SHV
SHV is a privately-held family company which aims to maintain its strong position in a number of operational
activities and selected investment activities. SHV, based in the Netherlands, is present in 62 countries on all
continents and employs approximately 60,000 people. SHV’s entrepreneurship is reflected in its range of
decentralised operations, which are active in energy distribution (SHV Energy), cash-and-carry wholesale
(Makro), heavy lifting and transport activities (Mammoet), industrial services (ERIKS) and animal nutrition
and fish feed (Nutreco). As an investor, SHV is involved in the exploration, development and production of oil
and gas, primarily in the North Sea (Dyas), and in providing private equity to companies in the Benelux
(NPM Capital). SHV invests for the long term, expanding and developing businesses and providing its
customers with excellent products and services which add value. It achieves all this thanks to a team of people
who are proud to be part of SHV.
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