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Office of the Minister of Foreign Affairs

Chair,
Cabinet @

Saudi Arabia Food Security Partnership

Proposal

This paper updates Ministers on progress in reso
with Saudi Arabia that poses a major threa
interests.

This paper asks Cabinet to note the pr
situation, prior to moving into the i adly, the proposal involves
facilitating the relocation of those as heep for slaughter that are
no longer permitted in New Zeala 0 i bia) ahd/creating a new hub for New
Zealand agribusiness service proyide Ja~exghange earning opportunities in
the Middle East and Africa as a

veloped to address this

The cost of this initiative j he benefits it is essential that it is
accompanied by a NZTE-m ¢ Zealand goods and services valued at
up to $6m. Costs will b ings reallocated to NZ Inc leveraging

initiatives.
Background

8
ies

United Arab Emirates. With a population of 28

argest and most influential GCC state.! The GCC
comprises one oty e wealth

capita 0) in the worlt,

Th C ntries(s ommon problem - an acute need for future food security
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Briefly, the history of these events is:
e In 1995, acting on specific encouragement from Ne ini Faddi
interests commenced investing in the purchase of N der to

build a business supplying live lambs for slaughter to
premium prices at the time of the Haj religious festival.

di markétacommehding

o S i i ive sheep for
A 1 overnment

encourage Saudi
interests to hold and increase their in i t the issues curtailing

Saudi Government stated u i acerns of their investor needed to
be addressed.

e Exchanges with
damage to our
Foreign Affair
issue.

overnment underlined the potential for major
nterests and it was agreed that the Minister of
solve what had become a major relationship

visit to “offer apologies for previous misunderstandings,

ve been made to find a solution to this problem. These have
riginal Saudi interest in New Zealand - a need for greater

i nment has been clear that any solution must involve the
~.‘v‘ ested in New Zealand over nearly two decades. The Minister

lead ef

potentially interested in the Saudi market. In order to provide
&, Deloitte were engaged to format these discussions in a business
icials with external advice. These discussions focused on how the
medel for breeding Awassi sheep for export for slaughter could be
ink the benefits of the breeding programme in New Zealand to a
rmifg operation in Saudi Arabia which could then serve as a hub for the
w Zealand agricultural services in the Gulf states and potentially Africa.

Ti posal

impte terms the proposal is to work with the existing Saudi investors in New Zealand
Icate the parts of their business that are no longer able to operate here as a result
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of the ban on live sheep exports for slaughter. The objective is to use the investmeépt
they have made in the genetic development of the Awassi breed, t
chain and market connections to create a base for New Zeala
leverage the New Zealand brand and reputation for agricultural
East market. For this purpose Deloitte conducted a modelling

business case.

The resulting plan falls into two parts:

- A $4m commitment to acquire from the Say
platform to conduct a three year pilot.

- The allocation of up to $6m for a NZTE led/p
New Zealand agricultural service provi
Middle East and African markets.

reallocated to NZ Inc leveraging initiati
and disbursed through its usual system

The platform
The $4m figure has been est e fter
invested in the trade in live sheep en Ng

identify a commercial basis e breeding systems, supply chains

evare to replicate in Saudi Arabia the

While the Saudi parti enter discussions on the basis of seeking
compensation for co i
that they had rece

millon and $30
to such discussio

analysis, and of access to key customer, business and influencer
abfia. The contracted services would also include assistance with the
ealand agribusiness delegations to Saudi Arabia to study the in-

trade interests with key government and commercial decision makers in

s9(2)(g)(i) there
incentives for the Saudi parties to promote the ratification of the NZ-GCC

ar significant investments in their New Zealand farming operations.
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The services

The long term value of this arrangement can only be secured for e i
an immediate engagement of agricultural service providers on t jon.
Extensive discussions with such providers suggest a high level

involved in the type of project outlined by Deloitte. Explorato i
investors suggest a serious level of interest in purchasin ich

would see the hub grow quickly.

The range of New Zealand interests which might form-part of the t to the
study tour proposed for April 2013, include:

- Technical services (core science, R&D, advi d educatises)
- Farm inputs (animal feed and healt Rcemical sprays,
dﬁﬁiﬁ; and benchmarking

building and fencing materials)

- On-farm equipment (readers, scanners;
Officials believe that a commitment pilot programme over three
years would be an appropriate inv

- On-farm business systems and
@ @ =

systems)
Export of animals(for, ing pu

- Genetics testing and mapping ex

It is likely tha
currently in N
breeding
will need

rt of b nimals, focused on Awassi sheep breeding stock
and, art of this proposal. The export of livestock for
is permitte New Zealand and all parties understand that they
t the normal criteria and make applications in the normal way.

V s6(a)

lbngstanding issue is on ratification

and have grown at an average of over 10% over the past three years. This
*tg’ a recognition by both the Government and the private sector of the fact that
9t effort could see these figures lift dramatically. The only new New Zealand
ssy opened anywhere in the world in the last three years was established in Abu
if and private sector interests have also invested heavily in their presence in the
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Gulf. It is estimated that New Zealand exports to the GCC could double to $3 billion (

in recent
months and several more planned. In recent wee i rnment to

As a potential source of investment, the
opportunities. The Abu Dhabi Investment A

s6(a) and s9(2)(d)

s6(a) and s9(2)(d)

Conclusion

an expectation on the part of both the Saudi
that discussions will now lead to actions. This

in New Zealand’s interests to proceed as envisaged. Even
an the removal of the source of major aggravation in the

if achie
r i/ while ¢ a hub for New Zealand businesses to launch into the Middle
nckAfrica, ir\proposal would be justified. But the potential is there to do much
n this an opportunity to unlock a huge source of badly needed capital.
re is@ prospect of getting the GCC FTA across the line, with billions of

Il ntag

0 of ad or New Zealand. For this reason I strongly support this project.
onsu %
The y for Primary Industries and New Zealand Trade and Enterprise have been
co e Minister of Trade has been consulted and strongly supports this paper.

| implications
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The cost of the food security partnership will be met within the curr
Ministry of Foreign Affairs and Trade. Funding has been allocate
contribution from NZTE is also being discussed.

t baselines of €he
r~this purpo A

The $6m funding for purchasing New Zealand goods and s s part o
partnership will be transferred to NZTE for this purpose.

Legislative implications &
None. 7 %

to address a signiﬁcant
nd Saudi Arabia;

Recommendations

The Minister of Foreign Affairs recommends thag

Note the progress reported by the Minj
impediment in the bilateral relationsy

« Note the proposal to invest in a_pil
means to resolve this dispute a

ation with Saudi Arabia as a
ecurity partnership;

+ Note the cost of this fo sec
recognises the intellectual p
the services and in-market networks -hé < ibute, as well as the settlement of

+ Agree there will ongoing ipyve in the pilot agribusiness operation of up
to $6 million fo elivery o i by NZ agricultural service entities, and that
the $6 millio ill derta strict conformity with Government Procurement

requiremen
of t\‘% tives will be met from the MFAT baseline;

e procurement and selection of New Zealand firms and services to

d seqgtyity partnership will be done with agreement of the Saudi
a E, and funding will be disbursed using usual NZTE

en to achieve the effective relocation of breeding stock to Saudi Arabia
2 purposes of shaping the new business model, and not to establish a new
ass in New Zealand in the export of livestock for breeding.
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