Solar Power Revolution:

How the UAE Is Harnessing Sunshine
to Fuel Its Economy
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INTRODUCTION

The UAE is a major player in the global solar energy market, with the
Energy Institute Statistical Review of World Energy ranking it second
globally in per capita solar energy consumption. It took the lead in the
MENA region, announcing a target of achieving net zero emissions by
2050. The country is expected to continue its upward trajectory in solar
energy production and consumption as it develops new solar projects,
including the world’s largest solar plant in the Al Dhafra region of Abu
Dhabi and the Mohammed bin Rashid Al Maktoum Solar Park.

Over 90 percent of the UAE’s land area is suitable for solar energy
generation, supporting the country’s ability to harness solar power

potential. Ultimately, these investments in solar power will allow the
government to drive sustainable economic growth.

Thus, the UAE is leading a solar power revolution through substantial
investments in renewable energy infrastructure and flagship projects,
such as the Mohammed Bin Rashid Al Maktoum Solar Park. Strategic
partnerships with private equity funds emphasize the country’s
commitment to a diverse economy built on sustainable energy. This
will ultimately create both business and employment opportunities and
further solidify the country’s position as a global trade and logistics
hub.

Within this renewable energy transformation, the Investopia
ecosystem emerges as a proactive advocate for investments into
more solar power projects and, thus, the transition to green energy.
Recognizing the potential of solar power to revolutionize the UAE’s
energy sector, Investopia is committed to supporting initiatives that
harness the power of sustainable energy production, supported by
new technologies and innovation.

By fostering collaborations and amplifying the UAE’s commitment to
clean energy, Investopia aims to encourage and accelerate
investments into sustainable initiatives such as solar energy projects,
thus helping the UAE’s transition to green energy.




THE MOHAMMED BIN RASHID AL MAKTOUM SOLAR PARK: A CATALYST FOR ECONOMIC
DEVELOPMENT

The world's largest single-site solar park based on the Independent Power Producer (IPP) model, Mohammed Bin Rashid Al Maktoum Solar Park exemplifies
the UAE's commitment to and pursuit of clean energy.

Once completed, the park is anticipated to produce 5,000 MW by 2030 while reducing annual carbon emissions by over 6.5 million tons making it a significant
contributor to the UAE's Sustainable Development Goals (SDGs).

The project transforms otherwise unusable land into the largest energy storage facilities in the world with a capacity of 15 hours. It also has one of the lowest
levelized cost of energy in the world, generating record low bids for the estimated cost of electricity.

Mohammed Bin Rashid Al Maktoum Solar Park is not just about reducing the carbon footprint and combating water scarcity. It's about creating a sustainable
future. The park's employment opportunities are not just jobs, they are long-term careers that provide security and contribute to the growth of once-isolated
communities. The solar plant is also expected to create indirect employment via backward integration of the supply chain. For example, during Phase 1 of
development, which began in October 2013, the plant generated around 1,280 jobs at its peak. This number was significantly higher during Phase 5. Shanghai
Electric, the project's engineering, procurement, and construction (EPC) contractor, claimed that this phase created over 4,000 direct and 10,000 indirect jobs.

In terms of impact on the overall economy of the UAE, some estimates place the investment multiplier at about 8.32. A total investment of AED 50 billion in the
project could, therefore, add more than USD 4 trillion to the aggregate income of the UAE's economy. Ultimately, the project will promote sustainable economic
growth while diversifying the local supply chain.




ATTRACTING FOREIGN INVESTMENT: THE
UAE’S SOLAR ENERGY MARKET

Given its ambitious net-zero targets, the UAE government has focused on
attracting investment into the energy sector, particularly renewables. ADNOC
plans to be net zero by 2045, while Masdar aims to offer 100 GW of renewable
energy capacity by 2030.

Since 2009, the UAE has served as the global headquarters for the International
Renewable Energy Agency (IRENA).

The UAE's strategic partnerships with private equity funds, many of which are
now co-investing alongside the Emirates' sovereign wealth funds (Abu Dhabi
Investment Authority and Mubadala Investment Company), have significantly
bolstered foreign direct investment (FDI) in the energy sector. Moreover, the UAE
government announced plans in 2023 to invest USD 54 billion in energy and
renewable sources by 2030, in response to the escalating energy demand.

IRENA

International Renewable Energy Agency

To encourage growth within the solar power sector and attract international
investors, the government has introduced incentives such as net metering, which
allows businesses and industries to offset their electricity bills, and green building
regulations, which encourage the installation of rooftop solar panels. Feed-in
tariffs have also been introduced to encourage the development of rooftop solar
power plants.

The country has also managed to attract startups, with the Ministry of Economy
announcing in October last year that SolarSpace, a US-based startup focusing on
solar energy generation technology, would be joining its NextGen FDI program
and establishing regional headquarters in the UAE.

The increased foreign direct investment pouring into the solar sector will boost the
country’s GDP. Some estimates predict that a 1% increase in FDI will result in a
0.49% increase in the UAE’s GDP.

Emirates Water and Electricity Company received bids from several foreign
investors, including French utility company ENGIE and Japanese trading
company Marubeni, to develop its 1.4 GW third solar PV plant.
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DIVERSIFICATION OF THE ECONOMY:
REDUCING DEPENDENCY ON FOSSIL
FUELS

Investments in solar power will diversify the UAE's energy mix while reducing
carbon emissions. For instance, implementing solar power projects by the
Emirates Water and Electricity Company is expected to bring the utility's average
carbon dioxide intensity from 0.33 kilogram per kilowatt hour in 2019 to around
0.19 kilogram per kilowatt hour in 2029.

The focus on solar power provides increased energy security, particularly given
that oil will eventually run out and there have been increased energy supply chain
interruptions recently. Increased solar power production will help meet the UAE's
growing energy demand, which almost tripled between 2000 and 2016 and again
by 7.5% annually between 2020 and 2022.

This diversification strategy will also reduce dependence on natural gas imports,
with the UAE currently importing natural gas from Qatar through the Dolphin
Pipeline to meet energy needs for power plants and desalination plants. At the
same time, this will help preserve lucrative oil exports, which generated USD 105
billion in 2022.

The move to solar power will also help protect the country’s natural environment,
thus improving the health and well-being of its citizens.

Ultimately, investments in solar power will contribute to increased long-term
business and employment opportunities within the country, further solidifying its
position as a regional hub for trade and investment. This strategic move will also
fortify the UAE’s position as a global logistics hub, allowing it to make
sustainability a prominent feature of its supply chain management. This is
evidenced by reports from the UAE Ministry of Energy and Infrastructure, which
indicate that the country’s green logistic initiatives have allowed for a 25%
reduction in energy consumption and a 20% decrease in carbon emissions for
logistics operations.
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CONCLUSION

As we delve into the transformative landscape of solar power, it's
evident that this revolution is a pivotal shift toward realizing the full
potential of the UAE's future economy. The UAE exemplifies how to
drive sustainable growth by capitalizing on the opportunities for solar
power arising from its sunny climate.

The country has pioneered key initiatives, epitomized by the
Mohammed bin Rashid Al Maktoum solar park, a testament to the
UAE's commitment to solar power and reducing its carbon footprint.

In this context, the UAE has developed an attractive investment
landscape for solar power projects, encouraging partnerships between
government entities and the private sector to increase growth in this
renewable energy sector. These investments align with the country's
broader economic vision by contributing to the GDP through the
multiplier effect, creating significant employment opportunities,
preserving lucrative oil exports for the future, and strengthening the
UAE's position globally as a leader in renewable energy.

The demands of the future require continued strategic investments in
solar energy, which will pave the way for a green economy.
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