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Solar energy not a 
short-term option 
for Saudi Arabia
Jareer Elass

Washington

S 

audi Arabia is preparing 
for the day when its most 
valuable commodity is no 
longer in high demand but 
is still counting on oil to 

play a significant role in the global 
energy mix for at least the next 50 
years.

As a result, the kingdom has 
slowed development of solar pow-
er, despite public statements to the 
contrary. Plans for solar power to 
be a major portion of the kingdom’s 
energy mix have been pushed back 
to 2040.

Saudi Oil Minister Ali al-Naimi 
insists that Saudi Arabia is planning 
for when oil exports are no longer 
a source of income but he has been 
quick to insist that the demise of oil 
and gas is not fast approaching. At a 
March conference in Berlin, Naimi 
repeated a theme he has stressed 
before: “There is no way in the next 
50 years” that the world will stop 
extracting hydrocarbons out of 
the ground to meet global energy 
needs.

On the other hand, Naimi ex-
tolled the virtues of the kingdom’s 
other natural resources at the Ber-
lin gathering, arguing that “I don’t 
think there is a more ideal country 
for renewables than Saudi Arabia”, 
thanks to abundant sunshine, avail-
able land and generous amounts of 
sand that is required to build solar 
panels.

It’s not surprising, however, that 
the Saudi minister remains loyal to 
the energy source that has made 
the kingdom a dominant global en-
ergy power. In a speech delivered 
February 23rd in Houston, Naimi 
noted: “Saudi Arabia, the United 
States, Europe and many other na-
tions are built on energy from fossil 
fuels… The products derived from 
oil are essential parts of our daily 
lives.

“As an industry, we should be 
celebrating that fact and better 
explaining the vital importance of 
these precious natural resources. 
We should not be apologising,” 
Naimi said.

Indeed, the Saudi oil minister 
said: “We must ignore the mis-
guided campaign to ‘keep it in the 
ground’ and hope it will go away.”

Concerning climate change is-
sues associated with fossil fuels, 
Naimi said: “The solution is to 
work on technology that minimises 
and ultimately eradicates harmful 
emissions.”

While he championed the devel-
opment and use of renewable en-
ergy, such as wind and solar power, 
he also warned: “It is inconceivable 
that renewables alone can supply 
the growing global population with 
the critical energy it needs in the 
decades ahead.”

Formed by royal decree in April 
2010, the King Abdullah City for 
Atomic and Renewable Energy 
(K.A.CARE) was given the mandate 
of “building a sustainable future for 
Saudi Arabia by developing a sub-
stantial alternative energy capacity 
fully supported by world-class local 
industries”.

In May 2012, K.A.CARE an-
nounced its intention to install 41 
gigawatts (GW) of solar power by 
2032.

Saudi Arabia burns nearly as 
much crude oil and oil products as 
it does natural gas to fuel its power 

plants. Solar power developed to 
handle peak electricity demand 
could reclaim valuable oil export 
revenue. The goal of 41GW is con-
sidered extremely ambitious, par-
ticularly as solar power currently 
contributes virtually nothing to 
Saudi Arabia’s energy mix.

In January 2015, K.A.CARE quiet-
ly pushed back its timeframe for in-
stalling 41GW of solar power from 
2032 to 2040. Much of the delay 
appears to be attributed to bureau-
cratic issues, starting with the fact 
that K.A.CARE falls under the juris-
diction of neither the Oil Ministry 
nor the Electricity Ministry, making 
major decision-making daunting. 
Meanwhile, regulations overseeing 
the development of the solar power 
sector have yet to be approved.

The change in Saudi leadership 
in January 2015 that placed King 
Salman bin Abdulaziz Al Saud to 
the throne has thrown a wrinkle 
into plans for solar power. Deputy 
Crown Prince Mohammed bin Sal-

man bin Abdulaziz is chairman of 
the Economic and Development Af-
fairs Council. Under his guidance 
the council is scrutinising all facets 
of the kingdom’s economy. Major 
economic reforms — beyond en-
ergy subsidy cuts that introduced 
in January — reportedly are in the 
works but no clear timetable has 
been set for when they are to hap-
pen.

Given speculation that key busi-
ness sectors may be overhauled in 
any economic restructuring, devel-
opment of renewable energy sourc-
es may take a further back seat until 
the dust settles.

Even if the Saudi government’s 
pursuit of solar energy is slowed, 

it is noteworthy that different op-
tions for solar power are being con-
sidered. Speaking at a climate con-
ference in Paris in May 2015, Naimi 
said: “Hopefully, one of these days, 
instead of exporting fossil fuels, we 
will be exporting gigawatts of elec-
tric power.”

Others see a potential for Saudi 
Arabia to produce solar panels, 
which would be a job generator for 
Saudi youth and a means to not 
only outfit the kingdom with pan-
els but perhaps to become a region-
al supplier.

Yet, the Saudi government ap-
pears confident that the role of fos-
sil fuels will diminish later rather 
than sooner. For the immediate 
future, the kingdom is likely to fo-
cus on pumping more oil out of the 
ground than harnessing the power 
of its abundant sunshine.

Jareer Elass reports on energy 
issues for The Arab Weekly. He is 
based in Washington.

A file picture shows a field of solar panels at the King Abdulaziz City of Science and Technology, 
Al-Oyeynah Research Station, Saudi Arabia.

“I don’t think there is a 
more ideal country for 
renewables than Saudi 
Arabia.”

Saudi Oil Minister 
Ali al-Naimi

Saudi Arabia pushes for 2017 Aramco IPO
Mohammed Alkhereiji

London
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audi Arabia hopes to wean 
itself from dependency 
on its oil sector by 2035 by 
creating the world’s larg-
est sovereign wealth fund. 

The announcement by Deputy 
Crown Prince Mohammed bin Sal-
man bin Abdulaziz revealed that 
shares sold of state oil firm Saudi 
Aramco will be allocated to setting 
up a $2 trillion Public Investment 
Fund (PIF).

The fund, designed to prepare 
the kingdom for a non-oil depend-
ent economic future, will involve 
Aramco morphing from a state oil 
company into an industrial con-
glomerate, with an initial public of-
fering possibly as early as 2017.

“I’m trying to push for it to be 
in 2017,” Prince Mohammed told 
Bloomberg News. “Aramco will 
greatly benefit, not only the fund, 
but also the Saudi economy as 
a whole. By simply transferring 
the shares of Saudi Aramco to PIF 
will make PIF the largest fund on 
Earth.”

The prince said the measures 
would raise at least an extra $100 
billion a year by 2020, tripling non-
oil income but dismissed sugges-
tions that move was to generate 
liquidity to meet the kingdom’s 
financial needs while diversifying 
income sources.

Prince Mohammed, who is also 
the kingdom’s defence minister, 
said the funds from Aramco’s ini-
tial public offering (IPO) would be 

transformed to the sovereign fund, 
to “technically make investments 
the source of the Saudi govern-
ment’s revenue, not oil”.

However, some industry analysts 
see the prospect of an Aramco IPO 
as not appealing as a whole and 
that only some aspects of the com-
pany’s activities would make an at-
tractive investment.

“I personally don’t think Aramco 
will be sold as an IPO, for a num-

ber of reasons, and the simplest 
one being it is not profitable,” said 
Jaafar Altaie, managing director of 
Manaar Energy Group.

“If you look at Aramco’s over-
head, it’s actually not profitable. 
As a private sector operation, if 
you were to sell the whole thing as 
an IPO, I personally would never 
buy shares in it. It’s an expensive 
operation, particularly when oil 
prices are at the level they are now. 

It might be profitable with higher 
oil prices, but nothing guarantees 
that.”

Altaie said that if Aramco were to 
go the IPO route, it would only sell 
parts, such as its down-stream op-
erations and those that market oil, 
possibly petrol stations and pro-
cessing facilities.

The proposed move is a con-
scious effort by Saudi Arabia to 
strengthen and diversify its econo-

my, which is feeling the pinch con-
nected with the regional economic 
climate.

Saudi Arabia and other members 
of the Organisation of the Petro-
leum Exporting Countries (OPEC) 
have continued pumping crude oil 
beyond global needs to preserve 
market share and weed out smaller 
players, including the US shale in-
dustry, in the market.

Saudi Arabia cut government 
spending after posting a record $98 
billion budget deficit in 2015. The 
kingdom has introduced a number 
of financial measures, including an 
increase in domestic petrol prices 
of more than 50%. Water, electric-
ity, diesel and kerosene prices in-
creased.

The austerity measures are ex-
pected to save the kingdom about 
$7 billion annually, according to 
Riyadh-based Jadwa Investment. 
The firm said revenues from the 
kingdom’s hike on diesel are esti-
mated at $2.75 billion and petrol 
levies are expected to add $2.5 bil-
lion.

Saudi Aramco has crude oil re-
serves of 265 billion barrels, more 
than 15% of all global oil deposits. It 
produces more than 10 million bar-
rels per day, three times as much as 
the world’s largest listed oil com-
pany, ExxonMobil, and its reserves 
are more than ten times larger.

Saudi and Foreign investors attend the 10th Global Competitiveness Forum on January 25, 2016, in the 
capital Riyadh.

Saudi Aramco has 
crude oil reserves of 
265 billion barrels, 
more than 15% of all 
global oil deposits.
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to be a major portion 
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energy mix have been 
pushed back to 2040.
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