
PES Solar 1

COMMENT: INVESTMENT

PES Solar 1

Over the past few years, the UAE has 
launched some major solar projects, while 
Saudi Arabia announced the largest-ever 
project in March this year. The GCC’s 
increase of solar generation capacity is well 
timed. The global renewable energy 
industry is experiencing considerable 
growth, supported by governments and 
policymakers’ efforts to combat climate 
change, a steady decline in renewable 
generation costs over the past decade, and 
continued technological developments. As 

such, we expect that most GCC countries 
will continue to invest in solar efforts in the 
years to come.

Lower costs, higher investment

Renewable power installation costs have 
been declining sharply over the past 
decade, driven by technological 
improvements and the associated 
increased efficiencies. In turn, these 
developments are making renewable 
energy a viable alternative to traditional 
carbon-based electricity generation. 

The considerable growth in the global 
renewables sector as a result is 
encouraging. According to the International 
Energy Agency (IEA), renewables 
represented two-thirds of new generation 
added to the global grid last year. 
Furthermore, the IEA states that in the next 
five years, renewable generation will grow 
at twice the rate of gas and coal combined.

The decline in the price of solar is 
pronounced. The cost of solar photovoltaic 

(PV) modules has decreased at an average 
annual rate of about 10% since 1980, 
according to an Oxford University paper on 
technological progress. Meanwhile, the 
International Renewable Energy Agency 
(IRENA) states that the modules were more 
than 80% cheaper in 2017 than their 2009 
counterparts. This steady decline in costs 
continues to support industrial growth. 
According to IRENA data, total solar PV 
capacity grew at a compound average rate 
of 48% between 2006 and 2016, reaching 
about 303 GW by the end of 2016.

A shining opportunity 

The GCC’s energy consumption has 
increased substantially in the past two 
decades – in line with fast-paced 
population growth and investments in 
energy-intensive industries. In turn, this 
provides a huge opportunity, as the GCC 
ramps up efforts to become one of the 
world’s large producers of solar energy. 

GCC countries enjoy two key prerequisites 
for renewables, specifically solar. First, they 

With ample desert space and swathes of sunshine all year 
round, the solar power industry is starting to heat up in the 
countries of the Gulf Coorporation Council (GCC). Bahrain, 
Kuwait, Oman, Qatar, Saudi Arabia, and the United Arab 
Emirates are all well placed to benefit from technology 
advancements and lowering costs.

Energy in the GCC: 
sunny side up

Rachel Goult

Words: Rachel Goult, Director, S&P Global Ratings



www.pessolar.com 2

COMMENT: INVESTMENT

enjoy very high solar radiation levels and a 
large number of sunlight hours throughout 
the year – both crucial factors for efficient 
and economically viable solar electricity 
generation. According to IRENA, close to 
60% of the GCC’s land surface area has 
excellent suitability for solar PV 
deployment. Even developing only 1% of 
this area could create almost 470 GW of 
additional power generation capacity, in 
comparison; the region’s current power 
generation capacity is 151GW, as estimated 
by the Arab Petroleum Investments Corp.

Second, GCC countries are able to 
accommodate the significant land required 
by solar power farms. For many countries, 
using land for solar installation typically 
represents a big opportunity cost in terms 
of economically valuable land that 
otherwise could be used for farming, 
industry, and cities. However, given the 
extent of available, barren land in most 
GCC countries, particularly in Saudi Arabia 
and the UAE, the opportunity costs are low, 
and therefore solar farm installation is not 
only feasible but also economically sound. 

What’s more, if GCC nations meet their 
solar energy targets, they could save huge 
amounts of oil and gas. IRENA has 
estimated that achieving those reported 
targets could result in cumulative savings of 
2.5 billion barrels of oil equivalent between 
2015 and 2030. These resources could be 
used instead for local consumption or 
domestic petrochemical industries.

Of course, solar development is not 
without its challenges. One key hurdle in 
building solar – particularly in the GCC 
region – is dust. Dust particles 
accumulate on the surface of panels and 
reduce their performance. In turn, this 
inflates cleaning costs and generally 
creates challenges for the operation and 
maintenance of solar plants. 

However, solutions – such as self-cleaning 
nanotechnology panels – are on the 
horizon. These are forecast to further 
increase the efficiency of solar PV, and the 
development of solar power in the region. 
Land ownership issues can also pose a 
problem. Negotiations between developers 
and the owners of suitable sites – in order 
to arrive at a palatable deal – can 
sometimes be lengthy.

Policy is heating up

Renewables are, without doubt, an 
important strategic area for investment. 
Signalling this, GCC member nations and 
policy leaders have announced major 
initiatives and large-scale projects over the 
past few years. For example, under the 
Dubai Clean Energy Strategy 2050, the 
Emirate plans to gradually increase the 
relative weight of clean energy sources to 
75% by 2050, and has begun building the 
Mohammed Bin Rashid Al Maktoum Solar 
Park. Once complete in 2030, the park 
targeted to have a huge generation 
capacity of 5,000MW. 

The Emirate of Abu Dhabi has similar 
ambitions – with the Sweihan solar plant 
predicted to have a total production 
capacity of 1,177MW once complete, and 
with the potential for substantial expansion 
in the future. Particularly notable is that, 
during the competitive bidding process for 
this project, the lowest bid came in at a 
weighted 2.42 U.S. cents/kWh – setting a 
world record low in terms of pricing.

Elsewhere in the region, Kuwait announced 
plans to produce 15% of its power from 
renewable energy by 2030, and Qatar also 
has ambitious plans to increase the role of 
solar. For example, Siraj Power, a joint 
venture between Qatar Electricity and 
Water Co. and Qatar Petroleum, is 
currently building a 200 MW plant, with an 
expansion plan of up to 500 MW, for 
completion in 2020. Similarly in March, 
Bahrain’s Electricity and Water Authority 
issued a request for concept to selected 
developers for an IPP solar power project 
in the country.

Certainly, the list of projects to be built is 
ambitious and, for this reason, it is hard to 
tell how many will actually come to fruition. 
Regardless, it is clear that the GCC will see 
massive investments and exciting growth in 
the renewable space in the coming years 
– with the solar PV sector in particular 
harnessing huge potential.
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‘...it is clear that the GCC will see massive 
investments and exciting growth in the renewable 

space in the coming years – with the solar PV 
sector in particular harnessing huge potential.’


