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In June of 2016, the British people chose to leave the European Union. This decision has been controversial and still is. In fact, specialists were not agreeing on the consequences of getting out of the EU. Today, British industries are wondering what is the future of their business. In Wales, Brexit could have a major impact on the lamb market. In 2017, only 5% of the welsh production was consumed in Wales. And 90% of the exportations were trade in the EU, which is represented more than €200m per year (Welsh Government, 2017). In case of a hard Brexit, the welsh lamb need to find a new market to export its meat. This report is about potential new market for the Welsh lamb.



Firstly, it is essential to understand the global lamb meat market. The major lamb producers in the world are China with 24%, Australia with 8% and New Zealand with 5%. But as China is also the first consumer country with 27%, its production is consumed in the country. This is why the main exporters are first Australia and New Zealand with both 34% of the international exportations and in the third place there is the United Kingdom for 9% (Colby, 2016).  

Currently the Middle East and North Africa (MENA) represent 19% of the global sheep meat consumption including 65% of lamb meat. As this market is in development we will focus on a country from this part of world. In this area, the main importers are rich countries in the Middle East: Saudi Arabia and United Arab Emirates. In those countries, the consumption of sheep meat is a tradition due to the religion. However, the choice between sheep or lamb meet depend on the purchasing power (Colby, 2016). To determine in with country welsh producers of lamb have to export, it could be useful to make a PEST analysis. 

The two countries are politically stable even if the political regime are different. In Saudi Arabia, there is an absolute monarchy and the legal system is based on the Sharia. The country is politically stable. The UAE is a federation of monarchies and its legal system is based on Islamic laws but also on civil laws. Moreover, in terms of corruption, Saudi Arabia scored 57 on a scale of 100 when UAE scored 71. Consequently, it is more safe to trade with UAE (Transparency International, 2017).

Saudi Arabia and UAE are two important countries in the world, they are both ranking at the ninth and tenth powerful nations. This is based on their economically and politically influence and their strong alliances (US News, 2017).  Relations between EAU and UK are solid, UAE is the 12th bigger partner of UK. Moreover, more than 100,000 are actually living and working in this country of Middle East (UK Government, 2015). 

In both countries, the currencies are different, in Saudi Arabia it is the Saudi Riyal and in UAE it is the UAE Dirham. Saudi Arabia one of the largest economy in the region and it is also a powerful nation due to its production of oil. People in the country has a high purchasing power, the GDP of the country in 2017 was more than $55,300 and this rank the country at the 21st place in the world. In comparison the GDP in the United Kingdom was around $43,600 just as France the major importer of Welsh lamb. However, the Kingdom have to face an economic slowdown, in 2017 the growth of the GDP was only 0.1% against 4.1 in 2015. The economy of the UAE is somewhat similar to Saudi Arabia. In fact, the country starts a transformation when gas and oil had been discovered. Today, UAE is the 14th country with the highest GDP per capita with $68,200. And just as UAE, the growth of the GDP is decreasing. In 2017, the growth was 1.3% (CIA, 2018). In 2017, EAU was rank at the 17th place on more than 130 countries in business competitiveness, Saudi Arabia ranked at the 30 (World Economic Forum, 2017). As their economy are based on oil resources, the two countries wants to diversify their economy with tourism. In Saudi Arabia, visitors are mostly Muslim and are in pilgrimage on religious cities. Meca attracted almost 9 million of overseas people. UAE is also a major destination but it mostly for the modern cities just as Dubai and its 16 million tourist from all of the world (Business insider, 2017) (CNN 2017). At the social level, in Saudi Arabia, people are mostly all Muslim. In the other side, UAE make a difference. In fact, with the globalisation, the country has now a mix of different culture and people more open minded on activities, sports or type of restaurants for example (CIA, 2018). According to World Economic Forum (2017), UAE has best infrastructure than Saudi Arabia. For example, they have the best road of the world but on this point Saudi Arabia the quality is decreasing. 




In Saudi Arabia, lamb is the meat which the consumption is decreasing the most. From 30 kilogrammes per capita in 1985, the consumption fell to 10 kilogrammes per capita in 2010. This situation can be explained by the rise of the price of the lamb. In fact, in 25 years the price of lamb almost double (Selvanathan and Al, 2016). 
However, in 2013, UAE was the 5th importers of sheep meat that includes lamb meat and Saudi Arabia was the 6th. In the ‘most likely’ scenario established by Colby (2016), the importations of the region middle east and North Africa will grow by more than 44 tonnes by 2025.


Culture is also important to understand before going on a new country. As the Wales was trading with mostly countries from the European Union, they did not see big differences in the culture. In this case with the United Kingdom and the two countries from the Middle East are very dissimilar. In 2000, Terpstra and Sarathy determined 8 components of the culture and with these new potential trading partners most of them change. For example, the language is different, such as the religion, the social organisation, the laws and politics, values and attitudes or again verbal and non-verbal language (Lomax W, 2007).  



Cultural differences can be issue in business if there are not understand. In the nineties, Hofstede conducted studies on culture, he developed a model with six dimensions in order to understand them. When we compare the countries we can see that the cultures of Saudi Arabia and UAE are similarly but they are also very different with the English society. The high score in power distance by the Arabian countries are telling us that their society is based on the hierarchy and they give importance to it. To be successful in business in the Middle East, foreign companies will have to deal with the top of the organisation. They are also not considered as an individualist society, they give a lot of importance to the family. The last big difference in the dimensions is on the uncertainty avoidance. In fact, people in the middle east want to control the future and not let things happened. To control it, societies with a high score in uncertainty avoidance have rules and created belief. Moreover, timing in business is significant, punctuality is imperative and in negotiation the company will have to be responsive (Hofstede Insight, 2018) (Nettresults, 2010).
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Figure 1 – Culture comparison between Saudi Arabia, UAE and United Kingdom (Hofstede Insight, 2018)

Finally, we can also see the differences between the culture with the concept of high and low context. In fact, English culture is more close to the low context and Arabic culture are associated to high context. This is mean that English people will be more individualist, they will give importance to the verbal elements when in the Middle East, people are more collectivist and prioritise relationships and nonverbal language is more significant (Southeastern University, 2016). 
Cultural differences are huge between the British and Arabic cultures. This is why Welsh lamb producers should choose the United Arab Emirates as a new market to start exportation outside the European Union after the Brexit. In fact, the Middle East is in transformation. The economy is growing and they take more and more importance in the world economy. It is preferable to begin in the UAE because even if cultures are different, the culture of the country start to be influence by western cultures due to the globalization. 

In the UAE, consumers choose lamb meat as a prime choice when poultry meat is more consume as an essential aliment. So it is important to choose the right way to entry on this market. A survey, from the Meat and Livestock Australia, show that Emirati and expats Arabs prefers to buy fresh meat, freshly slaughtered at the halal method. And buy it in traditional shops like the market, local butcher. Western expats visit market to purchase but they prefer to buy their lamb chilled or frozen (MLA, 2017). 
The choice of the market entry strategy is important because the globalisation of the welsh lamb is a big concern for the welsh economy. There are three option according to the Uppsala model: indirect exporting, direct exporting or Foreign Indirect Investments (FDI). The choice between them depends on risks that the company can handle and on the control that they need to have in the new market. As the industry is threated by a hard Brexit, welsh companies should use the option with less risk in order to withdraw the country if there is a problem. In fact, the differences could be source of issues. Consequently, the industry could choose to trade with an Export Management Company. In other words, they will pay a company to trade in UEA. This business will know the market, the language, how to deal with Emirati etc (New Zealand Trade and Enterprise, 2018). 
But this is not a decision that cannot be modified. At any moment, the market entry can be change to direct exporting or FDI.  For example, the lamb meat is a success in the UAE market, companies could take more risk but have more control in investing entirely in a subsidiary which will take care of the slaughter and the transformation of the lamb and market it.  Moreover, in 2016, the country has been ranked at the most attractive nation for FDI in middle east (Gulfnews, 2017). 



The aim to be successful in the UAE is to be present in the different countries of the MENA (Middle East and North Africa). In fact, this region is in development and is more and more richer. Consequently, the meat market is growing and this is an opportunity for the Welsh producers. UAE is the final choice because with its influence, the others countries could adopt the same behaviours. Moreover, with its big cities as Dubai and Abou Dabi their international visitors, the country could be the good place to offer welsh lamb. In fact, overseas visitors could create a demand in welsh lamb demand in their countries after tasting the meat during a trip. 
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