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The Challenge of Food Security  
within the Region 

I 



Global Food Security 
The food and agriculture sector, globally, is experiencing a strong rise in demand while supply 
side faces numerous constraints 
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 Driven by increasing populations in 
emerging markets 

 Higher income levels and growing middle 
class 

 Changing dietary trends towards higher 
consumption of meat and dairy products 
(mainly due to rising incomes and 
urbanization) 

 Increasing use of commodities to 
generate energy (bio fuels) 

 

 

 Resource constraints (arable land and 
fresh water in particular) 

 Changing climate patterns and 
uncertainties 

 Prevailing high levels of losses and 
wastage of food 

 Decades of public and private 
underinvestment in the sector  

 

Demand Growth Supply Constraints 



Food Security in the GCC 
This food security challenge is much more pronounced for the GCC region with a growing 
population and changing dietary demand 
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 GCC is projected to register population growth rates higher than world average 

 Population is projected to increase by 12.5%, reaching 50 million by 2017. 

 High economic growth rates are projected to result in increasing per capita incomes, 
urbanization and a rapidly growing middle class. 

 A growing and increasingly prosperous populations result in higher demand and an increasing 
percentage of high calorific food – meat and dairy, a worldwide trend: 

 Meat and dairy require larger magnitude of resources, a kg of beef takes 8 times more 
resources to produce as compared to cereals.  
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Food Security in the GCC 
Constraints on agricultural resources make the situation even more pronounced throughout 
GCC and the Middle Eastern region 
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 While generally rich in hydro carbon resources, GCC countries, suffer from severe lack of 
agricultural resources. 

 They have insufficient, and fast depleting, arable land and water resources to produce 
sufficient food to feed their population.   

 As a result, GCC countries currently import 80%-90% of their total food requirements. 

 In a rising and volatile commodity price environment, resulting from higher demand for food 
globally and growing climatic uncertainties constraining global supply, the food security 
challenge for GCC countries has become much more pronounced. 

In order to meet their domestic food 
demand in future, they require consistent 

access to reliable sources of long term food 
supply and also need to develop efficient 

systems domestically to store, process and 
manage food more efficiently 

Cereal Production Yields (2010) 
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Investment in the Agribusiness Sector 

II 



The GCC Outlook 

 Evolving risks to their ability to ensure food security have resulted in growing awareness and a 
heightened focus on the food sector in the GCC region 

 Given the critical social, economic and political impact of the challenge, policymakers have 
prioritized their focus on promoting food security 

 There is a growing realization that to address the issue effectively, private sector also needs to 
play a key role contributing resources and expertise, working side-by-side with the public 
sector 

 As a result, in addition to promoting public sector initiatives, the governments are announcing 
enabling measure and attractive policies to encourage private sector participation 

 The private sector, encouraged by the public sector support and realizing the attractive 
commercial prospects of value accretive solutions to the food security challenge, is dedicating 
increasing focus and attention to the sector. 

 

An increasing focus on food security, spurred by public sector support 
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Investor Interest 

Given the strategic importance of investments in the sector and the commercially attractive 
prospects, these investors come from diverse segments and backgrounds including but not 
limited to: 

 Governments and SWFs 

 Government-linked investment and endowment institutions 

 Government sponsored institutions with specific focus on promoting sustainable food security 
food security   

 Regional and international multilateral agencies and development finance institutions with 
interest in the region 

 Private sector investment and financial institutions, regionally and internationally 

 International and regional food sector corporates and operators 

 Asset management enterprises and collective investment schemes 

 Business groups and family offices 

 High net worth individuals 

There is a growing investor interest in the food sector from a range of investors in the region.  
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Investor Interest 

The range of investors can be broadly classified into five categories 
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 Comprise governments, ministries of agriculture, public sector 
agricultural banks, multilateral agencies and DFIs.  

 Mandates include promotion of national/regional socio economic 
development, in general, and/or promotion of food security in particular.  

 Generally offer subsidized investments and financing to food and 
agricultural sector, promote farming community’s welfare, offer subsidies 
to consumers, etc.  

 Allocations to the sector have been increasing over time and new 
institutions are being established to focus on the sector. 

Purely Strategic 

 Mostly comprise similar institutions as “Strategic”, as well as SWFs, 
endowment funds, other public sector investment institutions, 
responsible private sector institutions, etc.  

 Mandates include promotion of food sector while generating commercial 
returns.  

 While playing a strategic role is important, their commercial objectives 
vary in terms of return targets, tenure, type of investment/financing, etc.  

 Collectively, they represent the largest group of investors with sizable 
allocations to the sector. 

Strategic yet 
Commercial 



Investor Interest 
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 Private sector investment institutions with specific allocations to food 
sector.  

 Interests remain purely commercial based on the attractive dynamics the 
food sector offer going forward.  

 Their number and allocations are expected to increase manifold going 
forward. 

Commercial 

 Food sector corporates, operators, etc. both regional and international.  
 Their interest covers organic and inorganic expansion of their businesses 

in the region to capture the attractive opportunities in the region by 
investing in the sector in the region as well as in companies that supply to 
the region. 

Business 

 Sector agnostic private sector investment institutions, groups, funds, 
individuals, etc. that may not have specific allocations to the sector but 
have high interest and mandate to invest in the food sector on an 
opportunistic purely commercial basis from time to time. 

Opportunistic 

Interest in the regional food sector is expected to keep growing, with interested investors and 
their allocations to he food sector, continuing to increase going forward 



Investment Patterns and Trends 

III 



Historic Investment Pattern 

Generally, these investments can be categorized into the following broad categories: 

Various investors have made sizable investment in and financing to the food sector following a 
very diverse investment pattern based on their mandates and investment objectives 
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 Strategic investments 
mainly targeted towards 
increasing domestic 
production and 
development of the food 
sector generally.  

 Most investments 
ignored commercial 
parameters, while others 
could be categorized as 
commercial 

Domestic investments 
towards promoting self 

sufficiency   

 Comprise purely 
commercial investments 
in domestic and foreign 
businesses and 
companies based on the 
attractive return 
prospects.  

 Have been made based 
on well-designed specific 
investment objectives in 
the food sector and 
purely opportunistic 
investments. 

Commercial investments in 
domestic and foreign 

companies  

 Include both strategic and 
commercial investments 
mainly in foreign 
production assets and 
resources.  

 Both public and private 
sector have participated 
in these investments, 
mainly comprised 
farmlands in agri-
resource-rich countries 
(e.g. Vietnam, Ukraine, 
Sudan, Brazil etc.) 

Foreign investments towards 
securing food supply 



Issues 
Despite a heightened focus and growing allocations, food sector investments have generally 
suffered from numerous issues 
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Historically Food Sector was considered a public sector domain, resulting in 
investment experience in Agribusiness being scarce 

Lack of 
Information & 

Expertise 

Still a lack of defined and concrete strategy on how to deploy the allocated 
funds, resulting in ad-hoc investments or non-utilization of allocations 

Lack of Defined 
Strategy & 

Focus 

Most investors are still public sector, with investment institutions suffer from 
lack of proactive approach, indecisiveness and speed of execution 

Bureaucracy & 
Public Sector 
Inefficiencies 

With complex dynamics, the sector is characterized by under-development 
and lack of experienced players, thus despite a range of value-accretive areas 
/ spheres, discrete, clear & viable investment opportunities are rare 

Lack of Clear & 
Viable 

Opportunities 

Investment management industry’s response has been poor, and their role in 
developing and proposing appropriate and well-structured investment 
initiatives has been less than satisfactory 

Poor 
Intermediation 



Investment Management Industry – Historic 
Approach 
Investment management industry is defined to include: 

 Investment Banks 

 Asset Management Companies 

 Project Managers 

 Investment Advisors and other intermediaries 

 Project Developers 

 

Most investments developed/proposed by the investment management industry in the past have 
focused on: 

 Commodity Trading Funds 

 Farmland funds in various regions 

 Listed securities Funds 

 Discrete greenfield investments in Farms in various countries that the regional investment 
community is not familiar with or are high risk countries.  
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Supply Gap 

 Understand the various investor’s investment philosophy, key objectives and parameters.  

 The issue remains that a number of investors themselves are not very clear on specifically 
what they require. But, an insightful review and understanding of their objectives may provide 
useful guidance. 

 Develop credible investment opportunities in line with the specified or understood objectives.  

 Use creative and pro-active approach towards developing proprietory opportunities if the 
available opportunities do not match the requirements. 

 Develop comprehensive and complete solutions collecting the various capabilities and parties 
required to make the investment successful. 

 Develop appropriate structures to effectively mitigate the inherent risks. These, for instance, 
may include public-private-partnership structures, diversified portfolios, etc. 

There is a clear need and opportunity for the investment management industry to play a more 
constructive role in the sector.  
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Investment Required 
Approx. US$209 billion gross investment is required annually across the food & agriculture 
value chain, in developing countries alone, to meet growing demand for food (100% by 2050) 

17 

To achieve optimal results, new investments need to be well-directed towards sustainable 
modes of increasing productivity and reducing losses/wastage based on each country’s 

comparative advantages  

Required Investments by 2050 in Developing Countries 

38% 

24% 

18% 

10% 
9% 

Primary Crop Production 
(incl. infrastructure) 

First Stage Processing 

Livestock Production 

Rural and Wholesale Market 
Facilities 

Cold and Dry Storage 

 83  

 126  

 209  

 -    

 50  

 100  

 150  

 200  

 250  

New Replacement Total 



The Way Forward:  The Vision 

IV 



The Way Forward 
To achieve food security for the region, a deeper understanding and insight is needed, and a 
series of steps must be achieved 

Understanding The Region’s Needs And 
Capabilities 

Understanding 
The Specific 

Target Investor 

19 

Understanding 
The Supply 

Side 

Regional Food 
Security 



Understanding the Region’s Needs And 
Capabilities 
 Research to gain understanding of the issues facing the region and what could are the possible, 

sustainable and viable solutions.  

 Development of a comprehensive understanding of the trends and forecast of regional food 
demand, its drivers and its various components. 

 Identification of current and projected demand-supply gaps and various risks to the projected 
supply 

 Assessment of regional resources and competitive advantages and understanding of: 

 what can be produced; 

 what processes can be undertaken domestically; and 

 employing available resources, on a commercially viable and sustainable basis. 

 Want investments need to be undertaken to facilitate domestic production and supply systems 
on a viable basis 

 What products need to be imported, to bridge the gaps between the projected demand and 
domestic supply 

 What are the possible sources of consistent long term reliable supply 
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Understanding the needs of the Specific Target Investor 
 Meetings, interviews and research to fully understand the target investors’: 

 Appetite & mandate 

 Senior management’s philosophy 

 Size of allocation to food sector 

 Specific focus areas 

 Regional coverage 

 Risk appetite; and  

 Other investment parameters.  

 What key issues the investor is trying to resolve 

 Assessment of what investments have been completed in the past and any issues therein 

 Investor category: 

 purely strategic 

 strategic and commercial 

 solely commercial, etc. 

 Investment priorities, horizon, size, potential value addition, active or passive role, etc. 
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Understanding The Supply Side 
 Understanding of the global food and agribusiness sector; production, supply and trade 

dynamics, trends and flows. 

 Identification of target investment country based on: 

 Capacity to produce surpluses over a long term 

 Competitive advantages and weaknesses 

 Political sensitivities or relationships between investors’ country and target countries 

 Assessment of regulatory environment and risks 

 Understanding what is required to capture the un-utilized potential, increase efficiencies, 
increase supply 

 Identification of the various players, projects, potential partners, project structures, general 
investment opportunities 

 Most importantly, the potential areas of value addition to ensure that the partnership 
between the investor and investee company, and their respective countries, is based on long 
term mutual benefits. 
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Key Considerations 
Whilst developing unique value accretive products, investment managers need to 
consider the following critical factors : 

 The world will need 80% more food to meet the growing food demand by 2050 (World Bank, 
FAO)  

 GCC’s demand for food will more than double by 2050. 

 About 80% of the additional supply will need to come from more efficient utilization of existing 
resources – improvements in yields and efficiencies and reduction in loss and wastage. 

 20% of the additional supply may be generated from deployment of additional resources – 
more land into cultivation, etc. 

 By default, the additional supply will come from countries which currently suffer from 
inefficiencies, under-utilization and wastage.   

 Therefore, improvement in efficiencies and reduction of wastage will assume the highest 
priority in the food sector going forward.  

 Leveraging Competitive advantages will give effective solutions particularly when linked to the 
value chain to address supply and demand.  

 Hence, self sufficiency objectives will become secondary, while strong long term trading 
partnerships with reliable partners will assume paramount importance.  
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Investment Focus:  Risks and Rewards 
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Investment Focus 
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 Objective:  Ensure 
economical  & 
sustainable solutions 
met through regional 
solutions.  

 Investment strategies 
focus on leveraging on 
countries’ competitive 
advantages.  

 Vertical integration to 
facilitate trade, this will 
offer the most viable 
solutions.   Country 
selection based on legal 
protection & economic 
considerations. 

Regional 
 

 The most attractive 
solutions need to be 
strategic, as well as 
commercial in nature.  

 Long term strategic 
solutions can only be 
structured through 
commercially 
sustainable approaches.  

 target projects need to 
be commercially viable 
to deliver long term 
strategic value. 

Commercial & Strategic 
 

 Focus: increase 
production and supply 
through elimination of 
efficiencies and 
reduction of waste, the 
value chain needs to be 
reviewed.  

 promote better 
inputs  

 improve and expand 
infrastructure  

 Enhance 
modernization of 
processing 
capacities, logistic 
systems & promotion 
of trade. 

Holistic 



Investment Focus – Example Projects 
Key focus areas:  improve efficiencies and reduce wastage, in the food value chain by investing in 
specific areas that benefit from the respective target counties’ competitive advantages.  

Increased production and supply and promotion of trade to enhance availability and access will 
offer the most economical solutions. 

 Today, Kazakhstan has the potential to meet most of GCC’s demand for cereals, records yield 
that are 1/8th of Netherlands. Improved inputs like seeds, fertilizers, agricultural machinery 
and modern methods and technology can result in reducing this yield gap and increasing 
production by manifolds.  

 In countries like Pakistan, Bangladesh and Indonesia, 30% to 40% of fruits and vegetables go to 
waste between farmhouse and consumers due to lack of processing and refrigerated 
transportation systems. 

 Most countries in the region lack mechanized port facilities to store and load grain on to ships. 
Manual handling of grain results in losing 8% of grain moved and high ship berthing costs. 
Mechanized and specialized grain terminals save 7.5% of this wastage (resulting in 15% of grain 
saved at ports in exporting and importing countries). 

 Investments in such countries towards generating higher production and supply will increase 
the size of the regional food basket.  For best results, efforts have to be complimented by 
investments that further strengthen and promote trade ties between the investor and investee 
countries.  
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Investment Focus – Example Of Investment Pools, 
Funds, Etc. 
The most appropriate example is the under-development ICD Food & Agribusiness Fund.  This 
fund’s investment mandate is: 

 Regional: Focus on specific Islamic countries with diverse (but complementary) resources and 
capabilities yet sharing strong affiliation and common linkages. 

 Full Value Chain: Focus on investments across the value chain, particularly value accretive 
projects that benefits from a country’s strong competitive advantages. 

 Sustainable: Strategic objective is to promote food security in Islamic countries by making 
commercially viable investments. Due to the dual objectives, the fund can target all categories 
of food and agri focused investors with strategic and/or commercial objectives. 

 The promoters have collected best in class regional and international capabilities required to 
ensure the success of the fund’s investment program: 

 ICD: a premier multilateral (member of the IDB Group) focused on Islamic countries and 
offering  extensive resources and network in the target countries. The IDB Groups’ affiliation 
will offer strong mitigation for political risk associated with some of the high risk, but agri-
resource rich, Islamic countries. 

 Independent regional investment team: an independent investment team of seasoned 
professionals with extensive investment experience in several Islamic countries and 
knowledge and exposure to international food and agriculture sector. 

 International expertise: The fund is advised by Robeco, an international asset management 
company affiliated with Rabobank – a leading international financial institution with global 
leadership in the food and agri sector.  
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Thank You 


