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Insights
Useful business insights that inform our investment strategy

How do you become a high-growth global business when your core business is metal 
machining, and that in a sector that is often associated with economic crisis and plant 
closures? In the automotive sector all the action seems to be in California where elec-
tric supercars and driverless smart cars vie for attention.  And yet, in Belgium there 
is a little-known maker of gears, shafts and valve bodies (all utterly devoid of silicon), 
that has established 3 new manufacturing plants around the globe in the last 7 years.  
What is the secret to its success? Well, let us have a closer look at VCST. 

We hope you find it an insightful read.
 Kind regards from the Gimv team
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The Belgian province of Limburg has had its share of economic knocks and in many ways 
exemplifies the cycling fortunes of European industry. New technology clusters rise amidst 
disused coal mines and on the vast remains of an automotive assembly plant sits VCST, an 
unsung but remarkably successful automotive supplier.

With roots as an assembly plant, first for DAF and then Volvo Cars (a legacy still captured in the 
company’s name), VCST has undergone several phases of transformation and turnaround. In 
the 1990s the company downsized significantly and changed its activities from assembly to 
the machining of components. From 2000 on the company began expanding internationally, 
opening plants in Germany, USA, Mexico, China and Romania. And since 2014 VCST has begun 
industrializing a number of its patents. Today the company’s revenues are growing at more than 
10% per year, profits are healthy and the headcount is back up to levels last seen during the 
assembly phase, albeit spread globally this time.

So what explains this success? Two factors stand out: international scale and innovation. 

 
The imperative of scale

The automotive sector has had its share of bad press. And yet, from a global perspective the 
industry is doing well. A 2014 study of the global automotive supplier sector by investment 
bank Lazard and strategy consultants Roland Berger is decidedly upbeat. 2014 is expected to 
be “another record year” for automotive suppliers, driven by ongoing growth of global vehicle 
sales and production, growth in the component value per vehicle and increasing technology 
requirements. Performance does vary significantly though, depending on region, company size, 
product focus and business model. For example, European-based suppliers were on average 
less profitable than their NAFTA peers. But perhaps more relevant from a strategic perspective 
is that the top performers were suppliers with global operations. Also, the product 
innovators are clearly outpacing the process specialists.  As a result, the consultants advise 
automotive suppliers to ride the next wave of efficiency gains, sharpen their technological 
differentiation and “leverage M&A opportunities” to build scale. No surprises, this is largely what 
VCST has done.

The right mix of innovation, talent 
and internationalisation is the basis 
for VCST’s successfull growth

Eric Willekens  - CEO of VCST

HOW VCST TURNED THE CORNER

The Belgian province of Limburg has had its share of economic knocks and in many ways 
exemplifies the cycling fortunes of European industry. New technology clusters rise amidst 
disused coal mines and on the vast remains of an automotive assembly plant sits VCST, an 
unsung but remarkably successful automotive supplier.
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Eric Willekens, CEO of VCST, explains why scale matters: “In the past, components were 
developed for single markets; today we are asked to develop a component for all major regions 
of the world, delivered on a Just-In-Time basis with local support. You can only accomplish 
that if you have global scale. We spotted this trend starting in the late 1990s and thus made 
the decision to start building an international footprint. The support of our customers was 
crucial in that regard.” Key customers asked VCST to follow them abroad as they expanded 
internationally. These so called “carrier projects” created a business case for international 
expansion. Later, when properly established,  the international plants began attracting business 
from other customers.

Global scale has become a prerequisite for being able to compete in the market, but 
once achieved it also offers a degree of financial stability. As Eric explains it, “automotive 
manufacturing platforms are getting larger every year but they only change about every five 
years, so once you have secured a place in a platform you have gained a measure of financial

 

transparency for the next five years.” 
LESSON 1: 
In a globalising industry, follow your customers abroad through carrier projects.

 
Innovation in and through the value chain 

Innovation is the other key to success, but the lesson from VCST is more nuanced than one 
might expect. It has little to do with setting up shiny new R&D divisions or incubating high-
tech ventures in Silicon Valley. On the contrary, innovation at VCST is more a story of deep 
specialization in gear machining, of exploiting the full value chain, and of leveraging the 
know-how of the company’s experienced engineers. It is also a story of customer intimacy, of 
gaining the trust to build turnkey and novel solutions for customers.

Some automotive suppliers are process specialists. They manufacture according to their 
customers’ exact designs (make-to-print) and compete on the basis of cost, efficiency and 
logistics. VCST, however, is both a process and a product innovator, meaning a growing 
part of its business is the manufacturing of own designed and/or patented turnkey 
solutions.  Eric Willekens: “Our customers approach us earlier in the development process 
and give us certain degrees of freedom to develop novel solutions for the timing or balancing 
of their engines. The engine downsizing trend calls for gear applications rather than belt or 
chain solutions for reasons of reliability and durability. That’s where VCST comes in; and with 
noise standards becoming more and more stringent we do bring even more value to the table 
through our innovative and cost effective designs.”

The innovation process begins in Belgium at VCST’s HQ where a team of engineers 
looks at the needs of the market and the availability of technology. They develop prototypes 
and samples for testing in engines, in partnership with customers. If such innovations are 
successful then they are introduced into series production. In this way two of VCST’s patents 
have been commercialised in series production for OEM customers. A substantial part of its 
production today consists of products they developed themselves and patented.
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Perhaps surprisingly, this is not a way of working that all OEMs are accustomed to. The major 
automotive brands traditionally kept innovation in-house and suppliers were expected to 
produce on a make-to-print basis only. VCST challenged the norm.

Finally, at VCST innovation happens through and in the complete value chain. Eric: “Our core 
advantage is being able to offer turnkey solutions, but we can do so only because we 
own the complete value chain. We have in-house all the technical and operational capabilities 
to build a new product, from design right through to production. Very few competitors can 
do that.” The development of a new gear system is not simply a question of design; on the 
contrary, it requires knowledge of materials and extensive material processing capabilities 
(manufacturing a gear requires on average  six different machining steps). Innovation can 
happen in every step.

LESSON 2: 
Do not settle for process innovation only. Dare to innovate products for and with your 
customers, even if some are not quite ready to take that step.  And do not relinquish 
control of the value chain - in an industrial setting, innovation happens on the factory floor.

 

WHERE WE COME IN

Smart Industries 

Across all industrial sectors companies face the challenge 
of converting to sustainable technology whilst continuing to 
increase productivity. Companies’ needs for innovative and 
smarter equipment, software and services, will grow constantly 
over the next decade.  In the Smart Industries platform Gimv 
invests in companies which grow via technological innovation, 
product leadership and geographical sales expansion.

The automotive sector is particularly interesting because it is a 
growing, global industry that is undergoing rapid echnology-driven 
change (e.g. engine downsizing, electric cars, “connected” cars).  

Gimv has invested in several automotive companies, 
including a tier one powertrain developer (Punch Powertrain), 
a specialist in 3D visualisation (Mackevision) and a supplier 
of innovative gears, shaft and valve blocks (VCST).
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GROWTH CHALLENGES AHEAD

Looking ahead, VCST expects to continue growing. Eric: “The automotive supplier business is 
looking very positive given the worldwide growth in automotive production. We obviously need 
to be aware of the risks and fluctuations in the market, but if you are a global supplier with 
innovative capabilities then the opportunity is out there.”

Growth, however, carries its own challenges. VCST expects to grow its global headcount 
by 50% over the next 4-5 years. Furthermore, the diversity of its workforce is rapidly 
increasing due to internationalisation. Eric explains: “The organisational aspects of our 
business demand a lot of management attention. Our strength is our know-how, which we 
have developed in-house over many years through a very experienced team of people. 
Looking ahead, we need to continue developing our competencies, but in an increasingly 
internationalised context.”

Given the company’s international growth, recruiting and the fostering of employee loyalty have 
become major priorities. Eric: “We are recruiting very proactively, hiring talented people even if 
we do not immediately need them. We have also set up an identity program to nurture shared 
values and employee loyalty. And we are encouraging our engineers to spend significant time 
working abroad, so that ideas and expertise spreads internationally.”

Lessons for European industries 

VCST offers useful lessons for European industry. The company illustrates that European 
companies can compete very effectively in a global market, if they have the required 
international scale and a capacity for both process and product innovation. On those 
criteria, European companies often score well. According to Eric, VCST’s most important 
competitors are nearly all companies with roots in Western-Europe. “That is where the most 
important developments in our sector come from.”

Eric also emphasises the importance of having local production facilities in Europe. “We need 
to be close to our customers. That is why we are expanding internationally, but it is also why 
we continue to produce in Europe.  Moreover, our Belgian operation is an excellent incubator of 
new projects, but that is made possible only by the fact that we have a production plant here.

In conclusion, the VCST case provides an upbeat perspective on the future of European 
industry. It offers a strategic roadmap for European manufacturers who wish to compete in 
global markets on the basis of their specialised competencies. However, it is not an easy 
path to follow. It requires resolute strategic decision making, decisions that entail significant 
capital investment (establishing a new production plant is pricey) and a willingness to engage 
customers higher up the value chain.
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WHY WE INVESTED

Why Gimv invested in VCST 
Gimv became majority shareholder of VCST in May 2009, 
following an investment in partnership with LRM.  Gimv and 
the other shareholders worked out a new financial structure, 
substantially reducing bank debts and increasing capital.

Hansjörg Sage, Head of Gimv’s Smart Industries investment 
team, explains the investment rationale; “We were convinced 
that the problems VCST experienced at the time were 
due solely to the crisis in the automotive sector and an 
unbalanced financial structure. The company clearly had 
an excellent management team who had built up a strong 
market position based on international scale, operational 
know-how and a capacity for innovation. We continued to 
invest in the following years to enable the company to realise 
its innovative potential on a global scale.” 

Eric Willekens:  “Indeed, Gimv invested in VCST at the height 
of the crisis.  They brought stability which is exactly what we 
needed at that stage. Not many investors were enthusiastic 
about the automotive sector. Gimv took the risk and it is 
 paying off. We are convinced that there are huge 
opportunities in the market, but you need scale. Gimv is 
helping us develop that scale.”

“They also have been very useful as a sounding board. We 
speak the same language, both culturally and strategically.  
Gimv supported our strategy wholeheartedly. We wanted to 
create value through differentiation and Gimv understood 
that. They also have a international perspective, which was 
essential given our own expansion.”

Do you want to know more about VCST? Check out 

www.vcst.com

Want to get to know Gimv’s Smart industries team? 

www.gimv.com 
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Portfolio News

• 18-02-2015 Mobilize.Net CEO Tom Button joins Itineris Board

• 10-02-2015  Multiplicom offers clinical labs early acces to its innovative non-invasive prenatal test

• 21-01-2015 Lampiris wins large group purchase in France

• 20-01-2015  Vandemoortele acquires LAG (Lanterna-Agritech), a leading player in the frozen  
bakery products in Italy.

• 13-01-2015  Almaviva Santé opens its first centre in Paris by acquiring l’Hôpital Privé d’Evry with 
the support of Gimv and UI Gestion

• 11-12-2014 Prosensa Wins Scrip ‘Biotech Company of the Year’ 2014 Award

• 04-12-2014  McPhy Energy: Prix de l’introduction en bourse 2014

Gimv News

• 19-02-2015 Business update - First 9 months of the 2014/2015 financial year

• 13-02-2015 Gimv portfolio company ActoGenix acquired by Intrexon Corporation

• 5-02-2015 Verhaeren and Deckx families acquire Gimv’s 30% stake in Viabuild

• 03-12-2014  Gimv invests EUR 7 million in the international expansion of Well Services Group,   
service provider to the oil and gas industry

• 28-11-2014 Gimv sells its stake in EBT to the SEA-invest group

• 28-11-2014 Gimv supports growth of Mackevision, a 3D visualization specialist

GIMV NEWS 


