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Powering Progress: Saudi Arabia’s Energy

Diversification

By Jessica Obeid

Energy Policy Consultant and Founding Partner at New Energy Consult

jessica@obeid.re

The MENA region is prioritising increased power
generation, including renewables, to meet rising electricity
demand and reduce reliance on fossil fuels. Saudi Arabia,
however, is adopting a dual strategy through investing in
both mega renewable energy projects and energy efficiency
initiatives. This strategy reduces domestic hydrocarbon
dependence, alleviates pressure on public budgets, and frees
up resources for export in a more sustainable way.

A Two-Pronged Energy Strategy

Saudi Arabia's energy consumption has historically been
substantial. The domestic energy demand has chronically
been placing significant pressure on the Kingdom's
hydrocarbon resources and public budgets and limiting the
availability of hydrocarbons for exports.

This demand is driven by multiple factors including 1)
population growth, 2) economic growth, 3) increasing
temperatures leading to cooling and water demand growth, 4)
digitisation, and 5) subsidies. To address this, Saudi Arabia has
adopted a dual-strategy: 1) doubled-down on the deployment
of renewable energy, and 2) invested in demand-side
management measures. This strategy is reducing domestic
hydrocarbon demand, particularly in the power sector.

Leapfrogging with the Sun and Wind: Saudi Arabia’s
Renewable Energy Push

Saudi Arabia's renewable energy target is the most
ambitious in the Middle East. The Kingdom is targeting the
installation of a cumulative of TOOGW to 130 GW of renewable
energy capacity by 2030 to reach a goal of %50 of electricity by
2030. To achieve this goal, Saudi Arabia is tendering 20GW
annually until 2030 and it has the necessary enablers to make
it happen. The Kingdom boasts abundant renewable energy
resources and vast land, and benefits from government
backing, favourable financing, and mega-size projects.

Saudi Arabia has 4 GW of renewables connected to the
grid, with an additional 22 GW in the pipeline. A geographic
survey identified 1,200 potential wind and solar project sites
to support the deployment of 20 GW annually, focusing
mainly on solar photovoltaic (PV). The Kingdom's high solar
insolation and viable wind speeds make large-scale projects
commercially attractive. Mega renewable energy projects,
ranging from 300 MW to 2,000 MW, are being deployed,
leveraging economies of scale.

14

Saudi Arabia has achieved record-low prices in mega solar
PV project auctions, fueling interest in renewable energy and
paving the way for the provision of low-cost electricity. These
record-low prices are driven by a combination of factors: 1)
accessible equity and strong borrowing capacity; 2) low debt
servicing costs; 3) extended power purchase agreement terms;
4) counterparty creditworthiness; 5) low land acquisition costs;
and 6) favorable tax conditions. The ambitious renewable
energy target and the enablers in Saudi Arabia not only reduce
the Kingdom's reliance on fossil fuels but also positions it as a
key player in energy markets, beyond oil.

Maximising Efficiency: Cutting Demand with Optimal Energy
Use

Achieving Saudi Arabia’s 2030 renewable energy target
-whether 100 GW or 130 GW- depends on the scale of
electricity demand. Thus, highlighting the critical role of
energy efficiency measures. The Kingdom has already taken
significant measures in this direction.

Saudi Arabia has achieved a significant %47 reduction in
domestic energy consumption over the past decade, cutting
usage from 7.9 million barrels of oil per day (bpd) in 2012 to 4.2
million bpd in 2022. This progress stems from the Saudi
Energy Efficiency Program (SEEP), launched in 2012. SEEP
focuses on enhancing energy efficiency in industry,
construction, and land transport, which together account for
over %90 of the Kingdom's primary energy consumption.

The program»s impact was particularly evident when a
series of targeted interventions transformed energy
conservation levels in industries, including iron, cement
factories, clinker plants, and petrochemicals. These efforts
yielded measurable results, reducing energy intensity in
these industries by %4.2 ,%2.8 %2, and %2.9, respectively.
SEEP laid the foundation for a more efficient energy landscape
and has demonstrated Saudi Arabia’'s commitment to
balancing economic growth with sustainable practices.

Saudi Arabia's approach to energy efficiency and renewables
reflects a pragmatic effort to address the domestic energy
challenges and set the path for a more sustainable future. As the
region battles to meet its mounting energy needs, Saudi Arabia’s
initiatives can offer valuable insights for achieving a balance
between economic growth, reducing domestic energy demand,
and leapfrogging renewable energy.


mailto:jessica%40obeid.re%20?subject=

21446 (lae)

MAR 2025 1985

diag 2 wllalnidll die ad / \
Saudi Economic Association /

=358
THE E@@H@?

Abstracts from the Journal of Economic Studies
Vol. 16, Issue 2 (Dec. 2024)

The “Journal of Economic Studies” is a (periodical -
scientific — Refereed) publication that is issued biannually by
the Saudi Economic Association, since 1998. The Journal is
concerned with publishing research and scientific reviews
that have not been previously published, covering variety of
economic topics and issues. The Journal of Economic Studies
applies the Open Journal System (OJS), which is an open-
source platform for managing and publishing academic
journals online. The latest issue of JES (Dec. 2024 "https://t.co/
LsdHKNQYUI" ) includes the following articles:

The Impact of External Debt on the
Egyptian Balance of Payments during the
period (2022-2003) (In Arabic)

Prof. Elsayed M. Elseraty , Hind M. Almuslimi,
Reham M. Eltarahony

ABSTRACT: This study aimed to analyse and estimate the
impact of external debt on the Egyptian balance of payments
during the period (2022-2003). The research employed a
descriptive-analytical approach and utilised the Autoregressive
Distributed Lag (ARDL) model, using quarterly data for the
model variables. The study concluded that external debt inflows
lacked productive impact. The ARDL estimation results showed
that the external debt to GDP ratio, net unilateral current
transfers, and net foreign direct investment positively impacted
the balance of payments. In contrast, the external debt service
to exports ratio, the trade openness index, and the exchange rate
negatively impacted the balance of payments. Therefore, the
study recommends several actions: investing borrowed funds in
export-oriented projects, negotiating the rescheduling of external
debt, or converting part of it into investments in the tourism
sector-an area where Egypt holds a competitive advantage.
Additionally, it is essential to establish a limit on foreign borrowing
that aligns with the economy’s repayment capacity.

Internal determinants of the profitability of
Islamic banks in Saudi Arabia (2021-2005):
An Empirical Study (In Arabic)

Dr. Manar T. Batayneh

ABSTRACT: This study aimed to reveal the internal
determinants affecting the profitability of Islamic banks in Saudi
Arabia. The study adopted the descriptive analytical approach by
analyzing the data available in the annual reports of those banks.
The study was applied to a sample of (4) Islamic banks in Saudi
Arabia, namely: Al Rajhi Bank, Bank Al Jazira, Alinma Bank, and
Bank Al Bilad. The results of the study showed a positive impact

of the internal determinants represented by bank size (Z), capital
ratio (CAD), and asset management (EAM) on the profitability of
Islamic banks in Saudi Arabia, while it was found that the internal
determinant Operating efficiency (OE) negatively affects the
profitability of Islamic banks in Saudi Arabia. It has also been
shown that enhancing capital adequacy (CAD), increasing the
deposit ratio (DR) and asset management ratio (EAM) contribute
to enhancing profitability in those banks. In light of the results,
the study recoommended conducting further studies on other
internal determinants and external determinants affecting the
profitability of Islamic banks in Saudi Arabia.

Measuring The Impact Of The Quality of
Forward-Looking Disclosure in annual
reports On The firm Value: An Applied

Study On Companies Listed In The Egyptian
Stock Market (In Arabic)

Dr. Noha A. Hamed

ABSTRACT: This research aims to measure the effect of the
quality of forward - looking Information in annual reports on
company Value in the Egyptian stock market, to test the studyss
hypotheses, the researcher used the content analysis method to
obtain the necessary data from the financial statements, board
reports and annual reports of companies. To measure the quality
of forward - looking information disclosure, the researcher created
a weighted index consisting of 60 items and divided it into
forward - looking financial information and forward - looking
information non-financial information. The study sample
consisted of all the companies listed in the EGX 100 index during
the period from 2019 :2015, and the final sample size was 62
companies with 310 views. The most important findings of the
study include the existence of a positive relationship between the
quality of forward - looking Information. While the that the size of
the company is an important factor affecting the quality of
disclosure of forward - looking Information, while the researcher
did not find any relationship between the quality of disclosure of
forward - looking Information and the firm value.

Impact of Public Health Indicators on
Economic Growth in Saudi Arabia (In Arabic)

Dr.Vivian Nasrulddin, Sumaiya Nawaz,
Atheer Alnuamni, Shahad Alzahrani,
Albandri Itheyabi

ABSTRACT: The study examines the impact of public health
indicators on economic growth rates in the KSA, during the
period 2023-2000 using an Autoregressive Distributed Lag Model
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(ARDL) has been described to express the relationship between
economicgrowth-measured by GDP per Capitaasthe dependent
variable, and public health indicators including Current Health
Expenditure, Number of Health Insurance Documents, Number
of Doctors, Number of Beds, Number of Users of Safely Managed
Sanitation Services, Number of Clean Fuel Users as independent
variables. The study’s Results demonstrate a positive long-term
relationship between economic growth and the following
variables: Current Health Expenditure, Number of Health
Insurance Documents, and the Number of Doctors. Furthermore,
a positive short-term relationship was observed between
economic growth and the Number of Health Insurance
Documents, the Number of Doctors, the Number of Users of
Safely Managed Sanitation Services. However, Contrary to
expectations, the study found an inverse relationship between
economic growth and the Number of Beds in both the long and
short term. Finally, the study concluded that economic growth is
not affected by Current Health Expenditure in the short term, the
Number of Users of Safely Managed Sanitation Services in the
long term, and the Number of Clean Fuel Users in either term.
Based on these results, the study recommends enhancing
Current Health Expenditure to improve quality of life and
productivity rates, adopting policies and procedures to ensure
the equitable distribution of medical human resources, and the
need for further research into public health indicators and their
association with economic growth rates in Saudi Arabia.

Insights into Saudi Arabia>s Economic
Transformation: Renewable Energy, FDI, and
GDP Dynamics (In English)

Dr.Vivian Nasrulddin, Sumaiya Nawaz, Atheer
Alnuamni, Shahad Alzahrani, Albandri Itheyabi

ABSTRACT: This study analyzes the dynamic interplay
among key economic indicators—Foreign Direct Investment
(FDI), Exports (Exp), Government Consumption Expenditure
(GC), and Renewable Energy consumption (RE)—and their
effects on Saudi Arabiars Gross Domestic Product (GDP) from
2000 to 2021. Using a comprehensive econometric framework
that includes Ordinary Least Squares (OLS) analysis, Vector
Autoregression (VAR) models, and Granger Causality tests, this
research uncovers the economic drivers shaping Saudi Arabias
Vision 2030. The study finds that FDI and renewable energy
consumption significantly predict GDP growth. While many
studies have explored the impact of various economic indicators
on growth, definitive findings on their predictive relationships
with GDP growth in Saudi Arabia are limited. This study fills this
gap by highlighting significant predictive relationships,
particularly how FDI and renewable energy consumption can
drive GDP growth. The results suggest that policies promoting
FDI, and renewable energy investments could greatly enhance
Saudi Arabia's economic development, aligning with Vision
2030. A novel aspect of this research is its identification of
structural changes in economic relationships following major
renewable energy policy initiatives introduced in 2020-2019,
providing empirical evidence of policy impacts on economic
dynamics. These findings not only contribute to academic
discussions on economic diversification but also offer actionable
insights for policymakers to optimize Saudi Arabiass transition
towards a more diversified and sustainable economy.

Remittances and Economic Growth in North
Africa: A Panel Cointegration Analysis
(In English)

Dr.Mofleh Ali Alshogeathri, Dr.Nizar Harrathi,
Prof..Bashir Al-Abdulrazag

ABSTRACT: This article explores the short-term and long-
term impacts of remittance inflows on economic growth in five
North African countries (NAC): Egypt, Algeria, Tunisia, Morocco,
and Sudan. Using annual panel data from 2020-2000 and
employing the Panel Autoregressive Distributed Lagged (ARDL)
model proposed by Pesaran et al. (1999), the research finds that
remittance inflows have both significant long-term and short-
term positive effects on economic growth. Specifically, a %1
increase in remittance inflows results in a %0.025 increase in
economic growth. Additionally, other macroeconomic variables,
such as capital formation and labor force participation, also
contribute significantly to economic growth. The study reveals
thatinthelongterm, remittances promote investmentactivities,
while in the short term, remittances primarily boost private
consumption.Thefindingsemphasize the need for policymakers
to develop economic policies that encourage remittance inflows
and direct them towards productive investment in the real
economy. Recommendations include improving financial
systems, reducing transaction costs, and implementing policies
that stimulate remittance inflows for sustainable development.
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