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Case: HatchTech

Incubation Technology

Equity investment and growth ynancing

HatchTech discovers that fertilised
chicken eggs only need to be incubated
for four hours. So much energy is
released after this period of time that
the embryos even have to be cooled

in order to achieve ideal embryo and
chick development. This discovery plus
the support of the Rabo Innovation
Capital Fund have resulted in
HatchTech being one of the fastest-

growing companies in the Netherlands.

A fertilised chicken egg only needs to be incubated
once for four hours. After that the embryo produces
its own energy and must even be cooled in order to
attain optimum incubation. At the end of the 21-day
incubation process an embryo produces 0.3 watts
of energy, which is just enough to power a bicycle
lamp. While it might not seem like much, the fact
that some 60,000 eggs can easily be placed in an
incubator machine means that the total amount

of energy can add up to 18,000 watts. §The cooling
constitutes the challenge) says Tjitze Meter, who
founded HatchTech on 1 April 1996 after working
for eleven years at a competitor incubator manufac-
turer, ¢but it also represents the core strength of our
products.§
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Managing the right temperature is the key factor
for optimum incubation. Meter: {We were the yrst
to reveal that eggs are generally overheated during
the incubating process. By factoring in the energy
that the embryo produces itself and adjusting the
environmental temperature accordingly, we are able
to improve the development of both the embryo
and chick, achieve a higher quality immune system
and less wastage {

The perfect microclimate

In addition to the HatchTech MicroClimer T an
incubator that is divided by aluminium radiators
that ensure that each egg is surrounded by the

Deal in a nutshell

A Where: Veenendaal

A When: January 2004.

A What was the problem: HatchTechis most
important technological innovation relates
to actively measuring and managing the
optimum temperature for embryos and
chicks. The related products must be
introduced to the world market as quickly
as possible in order to ensure that the
competition does not catch up with
HatchTech before the product introductions.
Which solution is chosen: The Rabo
Innovation Capital Fund takes on the role
of partner to assist HatchTech to realise
rapid growth and to keep ahead of the
competition.

Who were the parties involved:
Rabobank Lisse, which acquired the
ynancing of HatchTech from ABN AMRO

in early 2003, Rabobank Innovatiekapitaal-
fonds B.V. and HatchTech.
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perfect microclimate T the company in Veenendaal
has now developed HatchBrood. This housing
system ensures better developed and healthier
chicks, in part by allowing for the fact that chicks
are cold-blooded during the yrst three days after
hatching and are consequently not able to gain
control of their own body temperature. Optimally
aligning the climate and nutrition to the chicksb
needs during these yrst days consequently gives
the chicks a head start in comparison to the current
system.

When Gordon Butland, Rabobankis leading specialist
in the yeld of poultry, heard of this innovation he
not only recognised the huge growth potential of
HatchTech, but also the high level of risk involved.
If HatchTech does not get its innovative products
on the market fast enough, its initial technological
lead will be overtaken by the four manufacturers of
traditional incubators that have controlled the world
market for decades and would like to keep it that
way.

Butland was convinced that HatchTech needed to
shift to a higher gear. And Rabobank would provide
the resources required to achieve this acceleration.
The only question was: How could the company set
about speeding up the process? HatchTech was not
just looking for a ynancing partner, but also for an
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enterprising partner that would actively participate
in the thought process, who knows the ins and
outs of the sector and is prepared to share that
knowledge. This would generate more added value
for the company than a short-term injection of
funds. This ultimately led HatchTech to the Rabo
Innovation Capital Fund that took out a share
interest in the company.

The equity investment proved to be a real boost

for HatchTech. The company doubled its turnover

in 2004 from U 2.3 to U 4.7 million. Turnover then
surged to U 15 million a year later, 90% of which
was realised outside the Netherlands.

The average project size and project duration also
increased considerably and this naturally gave rise
to a number of new ynancing issues. And Rabobank
once again presented a solution, this time by
offering lines of credit internationally to HatchTech
customers. 0If it were not for the fact that in 2006
we are encountering the effects of bird pu in some
parts of the world,j says founder and president Tjitze
Meter, (these lines of credit would mean that we
would once again be experiencing a strong burst

of growth

HatchTech currently employs 45 well-educated
developers, buyers and sellers within a relatively
horizontal organisational structure. Innovation is the
common unifying thread and a good team spirit is
vital. The production is outsourced, which enables
HatchTech to utilise the expertise of suppliers and to
limit its risk. (We do the engineering,i Meter explains.
iWe own all the moulds. And we manage the logis-
tics and assembly in house.$

The company has already taken the next step in the
innovation process. The innovation is based on the
same concept, but this time it is applied to trucks
that transport chicks: the HatchTraveller. iWe ensure
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